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Item 1.01. Entry into a Material Definitive Agreement.

On September 30, 2020, Red Cat Holdings, Inc., a Nevada corporation (the “Company”) and FS Acquisition, Inc., a Nevada corporation
(“Acquisition”) entered into a share purchase agreement (the “Agreement”) with Greg French (the “Seller”), the sole shareholder Fat Shark Holdings,
Ltd., a Cayman Islands Exempted Company (“Fat Shark”) pursuant to which, subject to the satisfaction of certain closing conditions, Acquisition will
acquire all of the issued and outstanding share capital of Fat Shark from the Seller in consideration for an aggregate of Seven Million Dollars
($7,000,000), payable Five Million Seven Hundred Fifty Thousand Dollars ($5,750,000) in shares (the “Share Consideration”) of Company common
stock, par value $0.001 per share, (the “Common Stock”) at an agreed upon value based upon the VWAP of the Company at closing of the transaction
(but not less than $1.00 nor more than $1.50 per share), a senior secured note of Holdings in the original principal amount of One Million Dollars
($1,000,000) subject to a floating charge under Cayman law on all of the assets of Holdings and its subsidiaries (the “Holdings Note”), and Two Hundred
and Fifty Thousand Dollars ($250,000) in cash (the “Fat Shark Transaction”). Fifteen (15%) percent of the Share Consideration (the “Escrow Shares”) is
required to be deposited in an escrow account pursuant to the Agreement for a period of eighteen (18) months as security for indemnification obligations
and any purchase price adjustments due to working capital deficiencies and any other claims or expenses arising under the Agreement. Seller’s
indemnification obligations are subject to certain limitations and shall survive for a period of two (2) years following closing of the Fat Shark
Transaction, and includes a basket amount of Twenty-Five Thousand Dollars ($25,000) before any claim can be asserted and a cap equal to the value of
the Cash Consideration plus the Seller Note.

For a period of two (2) years following Closing, neither the Seller nor any affiliates shall engage in a business competing with the drone or first
person view (FPV) goggle business of the Company, or solicit any customers or suppliers to the Company. The Company has agreed to register the
Share Consideration issued to the Seller under the Securities Act of 1933, as amended (the “Act”) under certain circumstances. At any time following a
Qualified Financing, defined as a private placement or public offering of debt, equity, or convertible securities in one or more transaction whereby on a
cumulative basis on or prior to the three (3) year anniversary of closing, a minimum of Six Million Dollars ($6 million) of gross proceeds has been sold
by the Company for its own account, (during which Seller shall also have the right to sell up to One Million Dollars ($1,000,000) of Seller’s Share
Consideration in such offering(s)), Seller shall have the right to require the Company to a single demand registration under the Act of all or a portion of
Seller’s shares, unless the Company’s aggregate public offering price (before deducting discounts and commissions) is less than Twenty Five Million
Dollars ($25,000,000). The Seller has agreed to certain restrictions on the disposition of the Share Consideration during for a period of two (2) years
following closing date (the “Lock-Up Agreement”). Under the Lock-Up Agreement Seller shall be permitted to sell an aggregate of up to the greater of
twenty (20%) percent or One Million Dollars ($1,000,000) of the Share Consideration prior to the twelve (12) month anniversary of the closing in
privately negotiated transactions (provided the purchaser enters into a joinder agreement and agrees to be subject to the same restrictions on such shares
applicable to Seller). Following the first year after closing, Seller is permitted to dispose of no more than ten (10%) percent of the average daily volume
during the prior ten (10) trading days, as reported. The Agreement also requires Seller to sell a pro-rata amount of Seller’s Common Stock (the Drag-
Along Right”) and provides for Seller’s participation in sales (the “Tag-Along Right”) in certain sales by Company shareholders.

The closing of the Fat Shark Transaction is subject to customary closing conditions and is expected to close on or before November 1, 2020.

The Company deems this to be a material acquisition and will, in compliance with Regulation S-X (17 CFR 210.8-05), file audited and pro
forma financial statements within 71 calendar days of the date of this Current Report on Form 8-K. The foregoing description of the terms of the
Agreement is qualified in its entirety by reference to the full text of the Agreement filed as Exhibit 10.1 to this Current Report on Form 8-K.
 

Following closing of the Transaction, we will continue to be a “smaller reporting company,” as defined in Item 10(f)(1) of Regulation S-K, as
promulgated by the SEC.
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Item 7.01 Regulation FD Disclosure.
 

On October 5, 2020 the Company issued a press release titled “Red Cat to Acquire Fat Shark - Expands Presence in the First-Person View (FPV)
Drone Business”. A copy of the press release is included herewith as Exhibit 99.1.
 

On October 5, 2020 the Company posted on its website a presentation titled “RED CAT HOLDINGS – Investing in the future of drones”. A
copy of the presentation is included herewith as Exhibit 99.2.
 
Item 8.01 Other Events.

Below is a description of the business of Fat Shark and certain risks that the Company believes that investors should be aware of relating to
the business. The risks contained herein should be read in conjunction with those contained in the Company’s filings with the U.S. Securities and
Exchange Commission (“SEC”) which are incorporated herein by reference.

FORWARD-LOOKING STATEMENTS

Statements in this Current Report on Form 8-K may be “forward-looking statements.” Forward-looking statements include, but are not limited
to, statements that express our intentions, beliefs, expectations, strategies, predictions, or any other statements relating to our future activities or other
future events or conditions. These statements are based on current expectations, estimates and projections about our business based, in part, on
assumptions made by management. These statements are not guarantees of future performance and involve risks, uncertainties and assumptions that are
difficult to predict. Therefore, actual outcomes and results may, and are likely to, differ materially from what is expressed or forecasted in the forward-
looking statements due to numerous factors, including those described above and those risks discussed from time to time in this report, including the risks
described under “Risk Factors” in this report and in other documents which we file with the SEC including under Item 1A in our Annual Report on Form
10-K for the fiscal year ended April 30, 2020 filed with the SEC on August 13, 2020 (File No. 000-31587). In addition, such statements could be
affected by risks and uncertainties related to:

• our ability to raise funds for general corporate purposes and operations;
• the commercial feasibility and success of our technology;
• our ability to recruit qualified management and technical personnel; and
• the other factors discussed in the “Risk Factors” section and elsewhere in this Current Report on Form 8-K as well as in the Company’s

prior and future filings and reports with the SEC.
 
Any forward-looking statements speak only as of the date on which they are made, and we do not undertake any obligation to update any

forward-looking statement to reflect events or circumstances after the date of such statements.

Changes to the Business. Following the closing of the Fat Shark Transaction, through our wholly-owned subsidiary Acquisition, we intend to
enter into the business of design, development, marketing, and sale of wearable display devices also referred to as head mounted displays (“HMDs”),
principally consisting of FPV goggles and related products. The operations of Fat Shark are expected to constitute a significant majority of our revenue
and results of operations during our current and future fiscal years. Red Cat is developing a fully-integrated drone supply chain with secure blockchain-
based distributed storage, analytics, and SaaS solutions for adoption in the drone industry. Red Cat supports education, training, and sales of drone
products through its Rotor Riot platform and is developing the means to accurately track, report and review flight data that will be useful for insurance
and regulatory requirements. Red Cat maintains a commitment to deliver unrivaled innovation to make drones, aviators, and products accountable and
the sky a safer place. Red Cat provides additional product information at www.redcatholdings.com and www. rotorriot.com. Fat Shark’s product line is
available at www.fatshark.com.
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Description of Business. HMDs for First Person View (FPV) drone flight is the unique experience of interacting with your aircraft through a
level of immersion comparable to virtual reality where the pilot sees only what the drone sees. This is accomplished by live streaming footage from a
camera mounted on the nose of the drone. The image is transmitted via radio (traditionally analog but increasingly digital) to goggles worn by the pilot.
The remote control, drone, and goggles are all connected via radio and must transmit with sufficient speed and reliability to allow effective control of the
drone at speeds that can reach over 90 mph. In its most basic form, the pilot experiences a transfer of their visual consciousness into the body of the
flying device, be it a quadracopter, drone, remote control (RC) airplane, car or boat. There are three categories of FPV flight – freestyle flight, racing and
aerial photography. Freestyle describes the experience where the pilot navigates around obstacles, focused on acrobatics and exploring the environment
around the aircraft through the HMD. FPV Racing consists of flying, either solo or with a group of pilots, through a series of obstacles, flags, and gates
maneuvering the aircraft through a racetrack through the HMD. Aerial photography is the process of viewing and recording a subject matter from the air
from the viewpoint of the pilot seat as seen through the HMD or a separate onboard camera.

An FPV system consists of a flight camera mounted on the aircraft, a video transmitter, and goggles. Fat Shark designs, develops, and
manufactures each of these FPV components which have become favorites in FPV racing. Various sports networks, and sponsors such as NBC, Sky,
Liberty Media, Fox Sports, MGM, Hearst, Twitter, ProSieben, Groupe AB and Weibo broadcast or sponsor events where professional pilots and
amateurs compete for prizes and sponsorships. Drone racing is a global sport with hundreds of chapters, leagues, and pilots around the world with rules
and regulations adopted by various sponsoring organizations such as MultiGP, Drone Racing League (DRL), IUDRO, DR1 Racing, Rotomatch League,
FPVR, and Freespace Drone Racing. In 2015 Fat Shark sponsored the first annual US National Drone Racing Championships held at the California
State Fair with a prize of $25,000. Subsequent events featured prizes of up to $1 million. Drone pilots and spectators alike can experience the flight
through an HMD. Pilots often design their craft personally, selecting and customizing frames, motors, propellors and controllers for speed and
maneuverability purchased through vendors such as Rotor Riot where pilots can also access education, videos and training materials
(www.rotorriot.com). We sponsor a team of six of the leading pilots on the competitive FPV racing circuit, including the 2019 and 2018 Drone Racing
League champion.

RISK FACTORS

An investment in the Company’s common stock involves a high degree of risk. In determining whether to purchase the Company’s common
stock, an investor should carefully consider all of the material risks described below, together with the other information contained in this report and the
Company’s other public filings before making a decision to purchase the Company’s securities. An investor should only purchase the Company’s
securities if he or she can afford to suffer the loss of his or her entire investment.

Risks Related to Our HMD Business
 

We operate in a highly competitive market and the size, resources and brand name of some of our competitors may allow them to compete more
effectively than we can, which could result in a loss of our market share and a decrease in our revenue and profitability.

 
The market for head-worn display devices, including FPV HMDs, is highly competitive. Further, we expect competition to intensify in the future

as existing competitors introduce new and more competitive offerings alongside their existing products, and as new market entrants introduce new
products into our markets. We compete against established, well-known diversified consumer electronics manufacturers such as Samsung Electronics
Co., Sony Corporation, LG Electronics (LGE), HTC, Lenovo, and large software and other products companies such as Alphabet Inc. (Google),
Microsoft Corporation, Facebook and Snap. In the FPV drone market we compete with additional established, well-known manufacturers such as Epson,
Yuneed, Boscam, Eaching, Walkera, SkyZone, MicroLED and DJI. Many of our current competitors have substantial market share, diversified product
lines, well-established supply and distribution systems, strong worldwide brand recognition and greater financial, marketing, research and development
and other resources than we do. In addition, many of our existing and potential competitors enjoy substantial competitive advantages, such as:
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• longer operating histories;
• the capacity to leverage their sales efforts and marketing expenditures across a broader portfolio of products;
• broader distribution and established relationships with channel partners;
• access to larger established customer bases and known branding;
• greater resources to fund research and development and to make acquisitions;
• larger intellectual property portfolios; and
• the ability to bundle competitive offerings with other products and services.

 
Moreover, smartphones, tablets, and new wearable devices with ever growing larger video display screens and computing power have

significantly improved the mobile personal computing experience. In the future, the manufacturers of these devices, such as Apple Inc., Samsung, LGE,
Lenovo, Google/Fitbit, Snap, Garmin, Facebook, Microsoft and others may design or develop products similar to ours. In addition to competition or
potential competition from large, established companies, new companies may emerge and offer competitive products. Increased competition may result
in pricing pressures and reduced profit margins and may impede our ability to increase the sales of our products, any of which could substantially harm
our business and results of operations.

 
Our lack of long-term purchase orders and commitments from our customers may lead to a rapid decline in our sales.

 
All of our customers issue purchase orders solely at their own discretion, often shortly before the requested date of shipment. Our customers are

generally able to cancel orders (without penalty) or delay the delivery of products on relatively short notice. In addition, our current customers may
decide not to purchase products from us for any reason. If those customers do not continue to purchase our products, our sales volume could decline
rapidly with little or no warning.

  
We cannot currently rely on long-term purchase orders or commitments to protect us from the negative financial effects of a decline in demand

for our products. We typically plan our production and inventory levels based on internal forecasts of customer demand, which are highly unpredictable
and can fluctuate substantially. Our customers give us rolling forecasts and issue purchase orders but they have options to reschedule or pay cancellation
fees. The uncertainty of product orders makes it difficult for us to forecast our sales and allocate our resources in a manner consistent with our actual
sales. Moreover, our expense levels and the amounts we invest in capital equipment and new product development costs are based in part on our
expectations of future sales and, if our expectations regarding future sales are inaccurate, we may be unable to reduce costs in a timely manner to adjust
for sales shortfalls. As a result of our lack of long-term purchase orders and purchase commitments, we may experience a rapid decline in our sales.

 
As a result of these and other factors, investors should not rely on our revenues and our operating results for any one quarter or year as an

indication of our future revenues or operating results. If our quarterly revenues or results of operations fall below expectations of investors or public
market analysts, the price of our common stock could fall substantially.

 
If we do not effectively maintain and further develop our sales channels for our products, including developing and supporting our retail sales
channel, value added resellers (VARs) and distributors, our business could be harmed.

 
We depend upon effective sales channels to assist us in reaching the customers who are the ultimate purchasers of our HMD products. We

primarily sell our products either from our in-house sales team directly to retail outlets such as hobby shops or through our website and VARs.
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Our distributors, third-party online resellers and VARs generally offer products from several different manufacturers. Accordingly, we are at risk
that these distributors, resellers and VARs may give higher priority to selling other companies’ products. If we were to lose the services of a distributor,
online reseller, or VAR, we might need to find another in that area, and there can be no assurance of our ability to do so in a timely manner or on
favorable terms. Further, our resellers and distributors can at times build inventories in anticipation of future sales, and if such sales do not occur as
rapidly as they anticipate, our resellers and distributors will decrease the size of their future product orders. We are also subject to the risks of our
distributors, resellers and VARs encountering financial difficulties, which could impede their effectiveness and also expose us to financial risk, for
example if they are unable to pay for the products they purchase from us of ongoing disruptions in business, for example from natural disasters or the
effects of COVID-19. Any reduction in sales by our current distributors or VARs, loss of key distributors and VARs or decrease in revenue from our
distributors and VARs could adversely affect our revenue, operating results, and financial condition.

  
Our future growth and profitability may be adversely affected if our marketing initiatives are not effective in generating sufficient levels of brand
awareness.

 
Our future growth and profitability will depend in large part upon the effectiveness and efficiency of our marketing efforts, including our ability

to:
 

• create awareness of our brands and products;
• convert consumer awareness into actual product purchases;
• effectively manage marketing costs (including creative and media) in order to maintain acceptable operating margins and return on

marketing investment; and
• successfully offer to sell our products or license our technology to third-party companies for sale.

 
Our planned marketing expenditures are unknown and may not result in increased total sales or generate sufficient levels of product and brand

name awareness. We may not be able to manage our marketing expenditures on a cost-effective basis.
 

Our products require ongoing research and development and we may experience technical problems or delays, which could lead our business to fail.
 

Our research and development efforts remain subject to all of the risks associated with the development of new products based on emerging and
innovative technologies, including, for example, unexpected technical problems or the possible insufficiency of funds for completing development of
these products. If we experience technical problems or delays, further improvements in our products and the introduction of future products could be
adversely impacted, and we could incur significant additional expenses and our business may fail.

 
We depend on advances in technology by other companies and if those advances do not materialize, some of our anticipated new products could be
delayed or cancelled.

 
We rely on and will continue to rely on components of our products (including micro-display panels (OLED/LC) for our goggle displays,

transmitters and cameras) that are developed and produced by other companies. The commercial success of certain of our planned future products will
depend in part on advances in these and other technologies by other companies. We may, from time to time, contract with and support companies
developing key technologies in order to accelerate the development of them for our specific uses. Such activities might not result in useful technologies
or components for us.

 
If we fail to keep pace with changing technologies or are unable to anticipate customer preferences, our business and results of operations may be
materially adversely affected.

 
Rapidly changing customer requirements, evolving technologies and industry standards characterize the consumer electronics, wearables, and

display industries. To achieve our goals, we need to enhance our existing products and develop and market new products that keep pace with continuing
changes in industry standards, requirements, and customer preferences.
 5  



 

 
Our success depends on our ability to originate new products and to identify product trends as well as to anticipate and react to changing

customer demands in a timely manner. If we are unable to introduce new products or novel technologies in a timely manner or our new products or
technologies are not accepted by customers, our competitors may introduce more attractive products, which could hurt our competitive position. Our
new products might not receive customer acceptance if customer preferences shift to other products, and our future success depends in part on our
ability to anticipate and respond to these changes. Failure to anticipate and respond in a timely manner to changing customer preferences could lead to,
among other things, lower revenue and excess inventory levels.
 
If micro-display-based HMD’s and pilot gear do not gain greater acceptance in the marketplace, our business strategy may fail.

 
The acquisition of Fat Shark is based upon the acceptance of HMD wearables for FPV control of drones and the continuation of the

attractiveness of that method for piloting drones. Fat Shark has experienced declining revenues over the past several years and such trend may continue
or accelerate. Advances in other technologies may overcome their current market limitations and permit them to remain or become more attractive
technologies for FPV applications, which could limit the potential market for our products and cause our business strategy to fail. If end-users fail to
accept HMDs in the numbers we anticipate or as soon as we anticipate, the sales of our FPV products and our results of operations would be adversely
affected and our business strategy may fail.

 
There are a number of competing providers of micro-display-based personal display technology, including HMDs, and we may fail to capture a
substantial portion of the personal wearable display market.

 
In addition to competing with other HMD manufacturers and distributors for FPV displays, we also compete with micro-display-based personal

display technologies that have been developed by other companies. Numerous start-up companies have announced their intentions to offer HMD
products and developer kits in the near future. Further, industry blogs have speculated that companies such as Apple may offer HMDs in the near future.

 
Most of our competitors have greater financial, marketing, distribution, and technical resources than we do. Moreover, our competitors may

succeed in developing new micro-display-based personal display technologies and products that are more affordable or have more desirable features than
our technology. If our products are unable to capture a reasonable portion of the HMD market, our business strategy may fail.

  
Our business and products are subject to government regulation and we may incur additional compliance costs or, if we fail to comply with
applicable regulations, may incur fines or be forced to suspend or cease operations.

 
In our current business and as we expand into new markets and product categories, we must comply with a wide variety of laws, regulations,

standards and other requirements governing, among other things, electrical safety, wireless emissions, health and safety, e-commerce, consumer
protection, export and import requirements, hazardous materials usage, product-related energy consumption, packaging, recycling and environmental
matters. Compliance with these laws, regulations, standards, and other requirements may be onerous and expensive, and they may be inconsistent from
jurisdiction to jurisdiction (including from country to country), further increasing the cost of compliance and doing business. Our products may require
regulatory approvals or satisfaction of other regulatory concerns in the various jurisdictions in which they are manufactured, sold or both. These
requirements create procurement and design challenges that require us to incur additional costs identifying suppliers and manufacturers who can obtain
and produce compliant materials, parts and products. Failure to comply with such requirements can subject us to liability, additional costs, and
reputational harm and, in extreme cases, force us to recall products or prevent us from selling our products in certain jurisdictions. If there is a new
regulation, or change to an existing regulation, that significantly increases our costs of manufacturing or causes us to significantly alter the way that we
manufacture our products, this would have a material adverse effect on our business, financial condition and results of operations. Additionally, while we
have implemented policies and procedures designed to ensure compliance with applicable laws and regulations, there can be no assurance that our
employees, contractors, and agents will not violate such laws and regulations or our policies and procedures.
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Our products must comply with certain requirements of the U.S. Federal Communications Commission (FCC) regulating electromagnetic

radiation in order to be sold in the United States and with comparable requirements of the regulatory authorities of the EU, Japan, China and other
jurisdictions in order to be sold in those jurisdictions. Our FPV products include wireless radios and receivers which require additional emission testing.
We are also subject to various environmental laws and governmental regulations related to toxic, volatile, and other hazardous chemicals used in the
third-party components incorporated into our products, including the Restriction of Certain Hazardous Substances Directive, or RoHS and the EU Waste
Electrical and Electronic Equipment Directive, or the WEEE Directive, as well as the implementing legislation of the EU member states. This directive
restricts the distribution of products within the EU that exceed very low maximum concentration amounts of certain substances, including lead. Similar
laws and regulations have been passed or are pending in China, Japan, and numerous countries around the world and may be enacted in other regions,
including in the United States, and we are, or may in the future be, subject to these laws and regulations.

 
From time to time, our products are subject to new domestic and international requirements. Compliance with regulations enacted in the future

could substantially increase our cost of doing business or otherwise have a material adverse effect on our results of operations and our business. Any
inability by us to comply with regulations in the future could result in the imposition of fines or in the suspension or cessation of our operations or sales
in the applicable jurisdictions. Any such inability by us to comply with regulations may also result in our not being permitted, or limit our ability, to ship
our products which would adversely affect our revenue and ability to achieve or maintain profitability.

   
Although we have encourage our contract manufacturers and major component suppliers to comply with the supply chain transparency

requirements, such as the RoHS Directive, we cannot provide assurance that our manufacturers and suppliers consistently comply with these
requirements. In addition, if there are changes to these or other laws (or their interpretation) or if new related laws are passed in other jurisdictions, we
may be required to re-engineer our products to use components compatible with these regulations. This re-engineering and component substitution could
result in additional costs to us or disrupt our operations or logistics.

 
The WEEE Directive requires electronic goods producers to be responsible for the collection, recycling and treatment of such products. Changes

in interpretation of the directive may cause us to incur costs or have additional regulatory requirements to meet in the future in order to comply with this
directive, or with any similar laws adopted in other jurisdictions. Our failure to comply with past, present, and future similar laws could result in reduced
sales of our products, substantial product inventory write-offs, reputational damage, penalties and other sanctions, which could harm our business and
financial condition. We also expect that our products will be affected by new environmental laws and regulations on an ongoing basis. To date, our
expenditures for environmental compliance have not had a material impact on our results of operations or cash flows and, although we cannot predict the
future impact of such laws or regulations, they will likely result in additional costs and may increase penalties associated with violations or require us to
change the content of our products or how they are manufactured, which could have a material adverse effect on our business and financial condition.

 
Product quality issues and a higher-than-expected number of warranty claims or returns could harm our business and operating results.
 

The products that we sell could contain defects in design or manufacture. Defects could also occur in the products or components that are
supplied to us. There can be no assurance we will be able to detect and remedy all defects in the hardware and software we sell, which could result in
product recalls, product redesign efforts, loss of revenue, reputational damage and significant warranty and other remediation expenses. Similar to other
mobile and consumer electronics, our products have a risk of overheating in the course of usage or upon malfunction. Any such defect could result in
harm to property or in personal injury. If we determine that a product does not meet product quality standards or may contain a defect, the launch of such
product could be delayed until we remedy the quality issue or defect. The costs associated with any protracted delay necessary to remedy a quality issue
or defect in a new product could be substantial.
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We generally provide a one-year warranty on all of our products, except in certain European countries where it can be two years for some
consumer-focused products. The occurrence of any material defects in our products could expose us to liability for damages and warranty claims in
excess of our current reserves, and we could incur significant costs to correct any defects, warranty claims or other problems. In addition, if any of our
product designs are defective or are alleged to be defective, we may be required to participate in a recall campaign. In part due to the terms of our
warranty policy, any failure rate of our products that exceeds our expectations may result in unanticipated losses. Any negative publicity related to the
perceived quality of our products could affect our brand image and decrease retailer, distributor and consumer confidence and demand, which could
adversely affect our operating results and financial condition. Further, accidental damage coverage and extended warranties are regulated in the United
States at the state level and are treated differently within each state. Additionally, outside of the United States, regulations for extended warranties and
accidental damage vary from country to country. Changes in interpretation of the regulations concerning extended warranties and accidental damage
coverage on a federal, state, local or international level may cause us to incur costs or have additional regulatory requirements to meet in the future in
order to continue to offer our support services. Our failure to comply with past, present and future similar laws could result in reduced sales of our
products, reputational damage, penalties and other sanctions, which could harm our business and financial condition.

  
Regulations related to conflict minerals may cause us to incur additional expenses and could limit the supply and increase the costs of certain
materials used in the manufacturing of our products.

 
As a public company, we are subject to requirements under the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the

Dodd-Frank Act, that require us to determine, disclose and report whether or not our products contain conflict minerals. These requirements could
adversely affect the sourcing, availability and pricing of the materials used in the manufacture of components used in our products. In addition, we have
and will continue to incur additional costs to comply with the disclosure requirements, including costs related to conducting diligence procedures to
determine the sources of conflict minerals that may be used in, or necessary for the production of our products and, if applicable, potential changes to
products, processes or sources of supply as a consequence of such verification activities. We also may face reputational harm if we determine that
certain of our products contain minerals not determined to be conflict free or if we are unable to alter our products, processes, or sources of supply to
avoid such materials.

 
Our products will likely experience declining unit prices and we may not be able to offset that decline with production cost decreases or higher unit
sales.

 
In the markets in which we compete, prices of established consumer electronics, displays, personal computers, and mobile products tend to

decline significantly over time or as new enhanced versions are introduced, frequently every 12 to 24 months. In order to maintain adequate product
profit margins over the long term, we believe that we will need to continuously develop product enhancements and new technologies that will either slow
price declines of our products or reduce the cost of producing and delivering our products. While we anticipate many opportunities to reduce production
costs over time, we may not be able to reduce our component costs. We expect to attempt to offset the anticipated decrease in our average selling price
by introducing new products, increasing our sales volumes or adjusting our product mix. If we fail to do so, our results of operations will be materially
and adversely affected.

  
Our products could infringe on the intellectual property rights of others.

 
Companies in the consumer electronics, wireless communications, semiconductor, IT, and display industries steadfastly pursue and protect

intellectual property rights, often times resulting in considerable and costly litigation to determine the validity of patents and claims by third parties of
infringement of patents or other intellectual property rights. Our products could be found to infringe on the intellectual property rights of others. Other
companies may hold or obtain patents or inventions or other proprietary rights in technology necessary for our business. Periodically, other companies
inquire about our products and technology in their attempts to assess whether we violate their intellectual property rights. If we are forced to defend
against infringement claims, we may face costly litigation, diversion of technical and management personnel, and product shipment delays, even if the
allegations of infringement are unwarranted. If there is a successful claim of infringement against us and we are unable to develop non-infringing
technology or license the infringed or similar technology on a timely basis, or if we are required to cease using one or more of our business or product
names due to a successful trademark infringement claim against us, it could adversely affect our business.
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Our intellectual property rights and proprietary rights may not adequately protect our products.

 
Our commercial success will depend substantially on our ability to obtain patents and other intellectual property rights and maintain adequate

legal protection for our products in the United States and other countries. We will be able to protect our intellectual property from unauthorized use by
third parties only to the extent that these assets are covered by valid and enforceable patents, trademarks, copyrights or other intellectual property rights,
or are effectively maintained as trade secrets. As of the date of this filing, we have 10 issued and 6_ pending U.S. and foreign patent applications. We
apply for patents covering our products, services, technologies, and designs, as we deem appropriate. We may fail to apply for patents on important
products, services, technologies or designs in a timely fashion, or at all. We do not know whether any of our patent applications will result in the
issuance of any patents. Even if patents are issued, they may not be sufficient to protect our products, services, technologies, or designs. Our existing and
future patents may not be sufficiently broad to prevent others from developing competing products, services technologies, or designs. Intellectual
property protection and patent rights outside of the United States are even less predictable. As a result, the validity and enforceability of patents cannot
be predicted with certainty. Moreover, we cannot be certain whether:

 
• we were the first to conceive, reduce to practice, invent, or file the inventions covered by each of our issued patents and pending

patent applications;
• others will independently develop similar or alternative products, technologies, services or designs or duplicate any of our

products, technologies, services or designs;
• any patents issued to us will provide us with any competitive advantages, or will be challenged by third parties;
• we will develop additional proprietary products, services, technologies or designs that are patentable; or
• the patents of others will have an adverse effect on our business.

 
 The patents we own or license and those that may be issued to us in the future may be challenged, invalidated, rendered unenforceable or

circumvented, and the rights granted under any issued patents may not provide us with proprietary protection or competitive advantages. Moreover, third
parties could practice our inventions in territories where we do not have patent protection or in territories where they could obtain a compulsory license
to our technology where patented. Such third parties may then try to import products made using our inventions into the United States or other
territories. We cannot ensure that any of our pending patent applications will result in issued patents, or even if issued, predict the breadth, validity and
enforceability of the claims upheld in our and other companies’ patents.

 
Unauthorized parties may attempt to copy or otherwise use aspects of our processes and products that we regard as proprietary. Policing

unauthorized use of our proprietary information and technology is difficult and can be costly, and our efforts to do so may not prevent misappropriation
of our technologies. We may become engaged in litigation to protect or enforce our patent and other intellectual property rights or in International Trade
Commission proceedings to abate the importation of goods that would compete unfairly with our products and, if unsuccessful, these actions could result
in the loss of patent or other intellectual property rights protection for the key technologies on which our business strategy depends.

 
We rely in part on unpatented proprietary technology, and others may independently develop the same or similar technology or otherwise obtain

access to our unpatented technology. We require employees, contractors, consultants, financial advisors, suppliers, and strategic partners to enter into
confidentiality and intellectual property assignment agreements (as appropriate), but these agreements may not provide sufficient protection for our trade
secrets, know-how or other proprietary information.
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The laws of certain countries do not protect intellectual property and proprietary rights to the same extent as the laws of the United States and,
therefore, in certain jurisdictions, we may be unable to protect our products, services, technologies and designs adequately against unauthorized third-
party copying, infringement or use, which could adversely affect our competitive position. To protect or enforce our intellectual property rights, we may
initiate proceedings or litigation against third parties. Such proceedings or litigation may be necessary to protect our trade secrets or know-how,
products, technologies, designs, brands, reputation, likeness, authorship works or other intellectual property rights. Such proceedings or litigation also
may be necessary to determine the enforceability, scope and validity of the proprietary rights of others. Any proceedings or lawsuits that we initiate
could be expensive, take significant time and divert management’s attention from other business concerns. Additionally, we may provoke third parties to
assert claims against us, which could invalidate or narrow the scope of our own intellectual property rights. We may not prevail in any proceedings or
lawsuits that we initiate and the damages or other remedies awarded, if any, may be commercially valuable. The occurrence of any of these events may
adversely affect our business, financial condition and operating results.

 
We have registered and applied to register certain of our trademarks in several jurisdictions worldwide. In some jurisdictions where we have

applied to register our trademarks, other applications or registrations exist for the same, similar, or otherwise related products or services. If we are not
successful in arguing that there is no likelihood of confusion between our marks and the marks that are the subject of the other applications or
registrations owned by third parties, our applications may be denied, preventing us from obtaining trademark registrations and adequate protection for
our marks in the relevant jurisdictions, which could impact our ability to build our brand identity and market our products and services in those
jurisdictions. Whether or not our application is denied, third parties may claim that our trademarks infringe their rights. As a result, we could be forced to
pay significant settlement costs or cease the use of these trademarks and associated elements of our brand in the United States or other jurisdictions.

 
Even in those jurisdictions where we are able to register our trademarks, competitors may adopt or apply to register similar trademarks to ours,

may register domain names that mimic ours or incorporate our trademarks, or may purchase keywords that are identical or confusingly similar to our
brand names as terms in Internet search engine advertising programs, which could impede our ability to build our brand identity and lead to confusion
among potential customers of our products and services. If we are not successful in proving that we have prior rights in our marks and arguing that there
is a likelihood of confusion between our marks and the marks of these third parties, our inability to prevent these third parties from using may negatively
impact the strength, value and effectiveness of our brand names and our ability to market our products and prevent consumer confusion.
 
If we lose our rights under our third-party technology licenses, our operations could be adversely affected .

 
Our business depends in part on technology rights and software licensed from third parties. We could lose our exclusivity or other rights to use

the technology under our licenses if we fail to comply with the terms and performance requirements of the licenses. In addition, certain licensors may
terminate a license upon our breach and have the right to consent to sublicense arrangements. If we were to lose our rights under any of these licenses, or
if we were unable to obtain required consents to future sublicenses, we could lose a competitive advantage in the market, and may even lose the ability to
commercialize certain products or technologies completely. Either of these results could substantially decrease our revenues.

 
Our business depends in part on access to third-party platforms or technologies, and if the access is withdrawn, denied, or is not available on terms
acceptable to us, or if the platforms or technologies change without notice to us, our business and operating results could be adversely affected.
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With the growth of mobile devices and personal voice assistants, cloud services and AI, the number of supporting platforms has grown, and with
it the complexity and increased need for us to have business and contractual relationships with the platform owners in order to produce products
compatible with these platforms and enable access to and use of these platforms with our products. Our product strategy includes current and future
products designed for use with third-party platforms or software, such as iPhone, Android phones, Google Assistant and Amazon Alexa, as well as
gaming platforms. Our business in these categories relies on our access to the platforms of third parties, some of whom are our competitors. Platform
owners that are competitors may limit or decline access to their platforms, and in any case have a competitive advantage in designing products for their
own platforms and may produce products that work better, or are perceived to work better, than our products in connection with those platforms. As we
expand the number of platforms and software applications with which our products are compatible, we may not be successful in launching products for
those platforms or software applications and/or we may not be successful in establishing strong relationships with the new platform or software owners,
which could negatively impact our ability to develop and produce high-quality products on a timely basis for those platforms and software applications.
We may otherwise fail to navigate various new relationships, which could adversely affect our relationships with existing platform or software owners.
 

Our access to third-party platforms may also require paying a royalty or licensing fee, which lowers our product margins or may otherwise be on
terms that are not acceptable to us. In addition, the third-party platforms or technologies used to interact with our product portfolio can be delayed in
production or can change without prior notice to us, which can result in our having excess inventory, lower margins, or customer support issues.

 
If we are unable to access third-party platforms or technologies, or if our access is withdrawn, denied, or is not available on terms acceptable to

us, or if the platforms or technologies are delayed or change without notice to us, our business and operating results could be adversely affected.
 
If our customers are not satisfied with our technical support, firmware or software updates on some of our products, they may choose not to
purchase our products, which would adversely impact our business and operating results.

 
Our business relies, in part, on our customers’ satisfaction with the technical support, firmware, software and security updates we provide to

support our products. If we fail to provide technical support services and necessary updates that are responsive, satisfy our customers’ expectations and
resolve issues that they encounter with our products, customers may choose not to purchase additional products and we may face brand and reputational
harm, which could adversely affect our operating results.

 
Our use of open source software could negatively affect our ability to sell our products and could subject us to possible litigation.
 

We incorporate open source software into our products. Open source software is generally licensed by its authors or other third parties under
open source licenses. Some of these licenses contain requirements that we make available source code for modifications or derivative works we create
based upon the open source software, and that we license such modifications or derivative works under the terms of a particular open source license or
other license granting third parties certain rights of further use. Additionally, if a third-party software provider has incorporated open source software
into software that we license from such provider, we could be required to disclose any of our source code that incorporates or is a modification of our
licensed software. If an author or other third-party that distributes open source software that we use or license were to allege that we had not complied
with the conditions of the applicable license, we could be required to incur significant legal expenses defending against those allegations and could be
subject to significant damages, enjoined from offering or selling our products that contained the open source software and be required to comply with the
foregoing conditions. Any of the foregoing could disrupt and harm our business and financial condition.
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Our dependence on sales to VARs, resellers, and distributors increases the risks of managing our supply chain and may result in excess inventory or
inventory shortages.

 
The majority of our various reseller relationships for our HMD products and their accessories could involve them taking inventory positions and

reselling to multiple customers. Under some typical distributor relationships, we would not recognize revenue until the distributors sell the product to
their end user customers and receive payment thereon; however, at this time we do not currently enter into these types of arrangements. Our distributor
and VAR relationships may reduce our ability to forecast sales and increase risks to our business. Since our distributors and VARs would act as
intermediaries between us and the end user customers or resellers, we would be required to rely on our distributors to accurately report inventory levels
and production forecasts. This may require us to manage a more complex supply chain and monitor the financial condition and credit worthiness of our
distributors and VARs and their major end user customers. Our failure to manage one or more of these risks could result in excess inventory or shortages
that could adversely impact our operating results and financial condition.

 
Our operating results may be adversely impacted by worldwide political, economic and public health uncertainties and specific conditions in the
markets we address.

 
Any worsening of global economic, financial, or public health conditions, including global pandemics, could materially adversely affect (i) our

ability to raise, or the terms of needed capital; (ii) demand for our current and future products; and (iii) the supply of components for our products. We
cannot predict the timing, strength, or duration of any economic slowdown or subsequent economic recovery, worldwide, or in the display industry.

  
Our results of operations may suffer if we are not able to successfully manage our increasing exposure to foreign exchange rate risks.

 
A substantial majority of our sales and cost of components are denominated in U.S. dollars. As our business grows, both our sales and

production costs may increasingly be denominated in other currencies. Where such sales or production costs are denominated in other currencies, they
are converted to U.S. dollars for the purpose of calculating any sales or costs to us. Our sales may decrease as a result of any appreciation of the U.S.
dollar against these other currencies.

 
The majority of our current expenditures are incurred in U.S. dollars and many of our components come from countries that currently peg their

currency against the U.S. dollar. If the pegged exchange rates change adversely or are allowed to float up, additional U.S. dollars will be required to fund
our purchases of these components.

 
Although we do not currently enter into currency option contracts or engage in other hedging activities, we may do so in the future. There is no

assurance that we will undertake any such hedging activities or that, if we do so, they will be successful in reducing the risks to us of our exposure to
foreign currency fluctuations.

 
Due to our significant level of international operations, including the use of foreign contract manufactures, we are subject to international
operational, financial, legal, political and public health risks which could harm our operating results.

 
A substantial part of our operations, including manufacturing of certain components used in our products, are outside of the United States and

many of our customers and suppliers have some or all of their operations in countries other than the United States. Risks associated with our doing
business outside of the United States include:
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• compliance burdens and costs with a wide variety of foreign laws and regulations, particularly labor, environmental and other laws and
regulations that govern our operations in those countries;

• legal uncertainties regarding foreign taxes, tariffs, border taxes, quotas, export controls,
• export licenses, import controls and other trade barriers;
• economic instability and high levels of inflation in the countries of our suppliers and
• customers, particularly in the Asia-Pacific region, causing delays or reductions in orders for their products and therefore our sales;
• political or public health instability, including global pandemics, in the countries in which
• our suppliers operate;
• changes or volatility in currency exchange rates;
• difficulties in collecting accounts receivable and longer accounts receivable payment cycles; and
• Any of these factors could harm our own, our suppliers’ and our customers’ international
• operations and businesses and impair our and/or their ability to continue expanding into international markets.

 
We could be adversely affected by violations of the U.S. Foreign Corrupt Practices Act, the U.K. Bribery Act or similar anti-bribery laws in other
jurisdictions in which we operate.

 
The global nature of our business and the significance of our international revenue create various domestic and local regulatory challenges and

subject us to risks associated with our international operations. We operate in areas of the world that experience corruption by government officials to
some degree and, in certain circumstances, compliance with anti-bribery and anticorruption laws may conflict with local customs and practices. Our
global operations require us to import and export to and from several countries, which geographically expands our compliance obligations. In addition,
changes in such laws could result in increased regulatory requirements and compliance costs which could adversely affect our business, financial
condition, and results of operations. 
 

The U.S. Foreign Corrupt Practices Act (FCPA), the U.K. Bribery Act 2010 (U.K. Bribery Act), and similar anti-bribery and anticorruption laws
in other jurisdictions generally prohibit U.S.-based companies and their intermediaries from making improper payments to non-U.S. officials for the
purpose of obtaining or retaining business, directing business to another, or securing an advantage. In addition, U.S. public companies are required to
maintain records that accurately and fairly represent their transactions and have an adequate system of internal accounting controls. Under the FCPA,
U.S. companies may be held liable for the corrupt actions taken by directors, officers, employees, agents, or other strategic or local partners or
representatives. As such, if we or our intermediaries fail to comply with the requirements of the FCPA or similar legislation, governmental authorities in
the United States and elsewhere could seek to impose substantial civil and/or criminal fines and penalties which could have a material adverse effect on
our business, reputation, operating results and financial condition.

 
We are subject to governmental export and import controls and economic sanctions laws that could subject us to liability and impair our ability to
compete in international markets.

 
The U.S. and various foreign governments have imposed controls, export license requirements and restrictions on the import or export of some

technologies. Our products are subject to U.S. export controls, including the Commerce Department’s Export Administration Regulations and various
economic and trade sanctions regulations established by the Treasury Department’s Office of Foreign Assets Controls, and exports of our products must
be made in compliance with these laws. Furthermore, U.S. export control laws and economic sanctions prohibit the provision of products and services to
countries, governments, and persons targeted by U.S. sanctions. Even though we take precautions to prevent our products from being provided to targets
of U.S. sanctions, our products, including our firmware updates, could be provided to those targets or provided by our customers despite such
precautions. Any such provision could have negative consequences, including government investigations, penalties, and reputational harm. Our failure to
obtain required import or export approval for our products could harm our international and domestic sales and adversely affect our revenue.
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If significant tariffs or other restrictions are placed and maintained on Chinese imports or any related counter-measures are taken by China, our
revenue and results of operations may be materially harmed.
 

If significant tariffs or other restrictions are placed on Chinese imports or any related counter-measures are taken by China, our revenue and
results of operations may be materially harmed. In July 2018, the Trump Administration introduced a list of thousands of categories of goods that begun
facing tariffs of 10%, which may be increased to 25% in 2019 if a new trade deal with China is not concluded. These tariffs currently affect some of our
products and we may be required to raise our prices on those products due to the tariffs, which may result in a loss of customers and harm our operating
performance. If the existing tariffs are expanded or interpreted by a court or governmental agency to apply to any of our other products, we may be
required to raise our prices on those products, which may further result in a loss of customers and harm our operating performance. It is possible further
tariffs will be imposed on imports of our products, or that our business will be impacted by retaliatory trade measures taken by China or other countries
in response to existing or future tariffs, causing us to raise prices or make changes to our operations, any of which could materially harm our revenue or
operating results.

 
Changes in trade policy in the United States and other countries, including changes in trade agreements and the imposition of tariffs and the
resulting consequences, may have adverse impacts on our business, results of operations and financial condition.

 
The U.S. government has indicated and demonstrated its intent to alter its approach to international trade policy through the renegotiation, and

potential termination, of certain existing bilateral or multilateral trade agreements and treaties with, and the imposition of tariffs on a wide range of
products and other goods from, China, countries in EMEA and other countries. Given our manufacturing in those countries, and our lack of
manufacturing elsewhere, policy changes in the United States or other countries, such as the tariffs already proposed, implemented, and threatened,
present particular risks for us. Tariffs already announced and implemented are having an adverse effect on certain of our products, tariffs announced but
not yet implemented may have an adverse effect on many of our products, and threatened tariffs could adversely affect more or all of our products.
There are also risks associated with retaliatory tariffs and resulting trade wars. We cannot predict future trade policy, the terms of any renegotiated trade
agreements or treaties, or tariffs and their impact on our business. A trade war could have a significant adverse effect on world trade and the world
economy. To the extent that trade tariffs and other restrictions imposed by the United States or other countries increase the price of, or limit the amount
of, our products or components or materials used in our products imported into the United States or other countries, or create adverse tax consequences,
the sales, cost or gross margin of our products may be adversely affected and the demand from our customers for products and services may be
diminished. Uncertainty surrounding international trade policy and disputes and protectionist measures could also have an adverse effect on consumer
confidence and spending. If we deem it necessary to alter all or a portion of our activities or operations in response to such policies, agreements or tariffs,
our capital and operating costs may increase. Our ongoing efforts to address these risks may not be effective and may have long-term adverse effects on
our operations and operating results that we may not be able to reverse. Such efforts may also take time to implement or to have an effect, and may result
in adverse quarterly financial results or fluctuations in our quarterly financial results. As a result, changes in international trade policy, changes in trade
agreements and tariffs could adversely affect our business, results of operations and financial condition.

  
Any significant disruption to our ecommerce business could result in lost sales.

 
Our sales through our ecommerce channel have been growing. Sales through rotorriot.co, fatshark.com and our related web stores generally have

higher profit margins than sales through resellers, and distributors. Online sales are subject to a number of risks. System interruptions or delays could
cause potential customers to fail to purchase our products and could harm our brand. The operation of our direct to consumer ecommerce business
depends on our ability to maintain the efficient and uninterrupted operation of online order-taking and fulfillment operations. Our ecommerce operations
subject us to certain risks that could have an adverse effect on our operating results, including risks related to the computer systems that operate our
website and related support systems, such as system failures, viruses, denial of services attacks, computer hackers and similar disruptions. If we are
unable to continually add software and hardware, effectively upgrade our systems and network infrastructure and take other steps to improve the
efficiency of our systems, system interruptions or delays could occur that would adversely affect our operating results.

 
 14  



 

We utilize third-party vendors for our customer-facing ecommerce technology, portions of our order management system and fulfillment
internationally. We depend on our technology vendors to manage “up-time” of the front-end ecommerce store, manage the intake of our orders, and
export orders for fulfillment. Any failure on the part of our third-party ecommerce vendors or in our ability to transition third-party services effectively
could result in lost sales and harm our business.

 
We may collect, store, process and use our customers’ personally identifiable information and other data, which subjects us to governmental
regulation and other legal obligations related to privacy, information security and data protection. Any cybersecurity breaches or our actual or
perceived failure to comply with such legal obligations by us, or by our third-party service providers or partners, could harm our business.
 

We may collect, store, process and use our customers’ personally identifiable information and other data in our transactions with them, and we
rely on third parties that are not directly under our control to do so as well. While we take reasonable measures intended to protect the security, integrity
and confidentiality of the personal information and other sensitive information we collect, store or transmit, we cannot guarantee that inadvertent or
unauthorized use or disclosure will not occur, or that third parties will not gain unauthorized access to this information. While our privacy policies
currently prohibit such activities, our third-party service providers or partners may engage in such activity without our knowledge or consent. If we or
our third- party service providers were to experience a breach, disruption or failure of systems compromising our customers’ data, or if one of our third-
party service providers or partners were to access our customers’ personal data without our authorization, our brand and reputation could be adversely
affected, use of our products could decrease and we could be exposed to a risk of loss, litigation and regulatory proceedings.
 

Regulatory scrutiny of privacy, data collection, use of data and data protection is intensifying globally, and the personal information and other
data we collect, store, process and use is increasingly subject to legislation and regulations in numerous jurisdictions around the world, especially in
Europe. These laws often develop in ways we cannot predict and may materially increase our cost of doing business, particularly as we expand the
nature and types of products we offer. For example, the General Data Protection Regulation (the "GDPR"), which came into effect in the EU in May
2018 and superseded prior EU data protection legislation, imposes more stringent data protection requirements and provides for greater penalties for
noncompliance.
 

Further, data protection legislation is also becoming increasingly common in the United States at both the federal and state level. For example, in
June 2018, the State of California enacted the California Consumer Privacy Act of 2018 (the "CCPA"), which went into effect on January 1, 2020. The
CCPA requires companies that process information on California residents to make new disclosures to consumers about their data collection, use and
sharing practices, allows consumers to opt out of certain data sharing with third parties and provides a new cause of action for data breaches.
Additionally, the Federal Trade Commission and many state attorneys general are interpreting federal and state consumer protection laws to impose
standards for the online collection, use, dissemination and security of data. The burdens imposed by the CCPA and other similar laws that may be
enacted at the federal and state level may require us to modify our data processing practices and policies and/or to incur substantial expenditures in order
to comply.

 
Cybersecurity risks could adversely affect our business and disrupt our operations.
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The threats to network and data security are increasingly diverse and sophisticated. Despite our efforts and processes to prevent breaches, our
devices, as well as our servers, computer systems, and those of third parties that we use in our operations are vulnerable to cybersecurity risks, including
cyber-attacks such as viruses and worms, phishing attacks, denial-of-service attacks, physical or electronic break-ins, employee theft or misuse, and
similar disruptions from unauthorized tampering with our servers and computer systems or those of third parties that we use in our operations, which
could lead to interruptions, delays, loss of critical data, unauthorized access to user data, and loss of consumer confidence. In addition, we may be the
target of email scams that attempt to acquire personal information or company assets. Despite our efforts to create security barriers to such threats, we
may not be able to entirely mitigate these risks. Any cyber-attack that attempts to obtain our or our users’ data and assets, disrupt our service, or
otherwise access our systems, or those of third parties we use, if successful, could adversely affect our business, operating results, and financial
condition, be expensive to remedy, and damage our reputation. In addition, any such breaches may result in negative publicity, adversely affect our
brand, decrease demand for our products and services, and adversely affect our operating results and financial condition.
  
We may lose the services of key management personnel and may not be able to attract and retain other necessary personnel.

 
Changes in our management could have an adverse effect on our business, and in particular while our staff is relatively small with under 25

employees, we are dependent upon the active participation of several key management personnel, including Jeffrey Thompson, our founder, President
and Chief Executive Officer, Chad Kapper, Rotor Riot’s founder and Chief Executive Officer, Greg French, Fat Shark’s founder and Chief Technology
Officer, and Allan Evans, Fat Shark’s Chief Executive Officer. Each of these executives are critical to the strategic direction and overall management of
our company as well as our manufacturing, and research and development process. The loss of any of them could adversely affect our business, financial
condition, and operating results. We do not carry key person life insurance on any of our senior management or other key personnel. Greg French, the
founder of Fat Shark on whom we expect to continue to rely, is a Canadian citizen, and has his principal residence in China and is tied by family
relationship to Fat Shark’s principal manufacturing supplier and Allan Evans is a citizen of and resides in the Cayman Islands where Fat Shark and its
subsidiaries are domiciled. If either becomes unable to legally or efficiently travel to or from work in the United States, China or elsewhere where there
is dependence on the manufacturing supply chain, their ability to perform some of their duties could be materially adversely affected.

 
We will need to hire and retain highly skilled technical personnel as employees and as independent contractors in order to develop our products

and grow our business. The competition for highly skilled technical, managerial, and other personnel is at times intense. Our recruiting and retention
success is substantially dependent upon our ability to offer competitive salaries and benefits to our employees. We must compete with companies that
possess greater financial and other resources than we do and that may be more attractive to potential employees and contractors. To be competitive, we
may have to increase the compensation, bonuses, stock options and other fringe benefits we offer to employees in order to attract and retain such
personnel. The costs of retaining or attracting new personnel may have a material adverse effect on our business and operating results. If we fail to
attract and retain the technical and managerial personnel required to be successful, our business, operating results and financial condition could be
materially adversely affected.

   
We may acquire other businesses or receive offers to be acquired, which could require significant management attention, disrupt our business, dilute
stockholder value and adversely affect our operating results.
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As part of our business strategy, we may make investments in complementary businesses, products, services, or technologies. We have not made
any material acquisitions to date other than Rotor Riot and the acquisition of Fat Shark and, as a result, our ability as an organization to successfully
acquire and integrate other companies, products, services or technologies is unproven. We may not be able to find suitable acquisition candidates and we
may not be able to complete acquisitions on favorable terms, if at all. If we do complete acquisitions, we may not ultimately strengthen our competitive
position or achieve our goals, and any acquisitions we complete could be viewed negatively by customers or investors. In addition, if we fail to
successfully integrate such acquisitions, or the technologies associated with such acquisitions, into our company, the revenue and operating results of the
combined company could be adversely affected. Any integration process will require significant time and resources, and we may not be able to manage
the process successfully. We may not successfully evaluate or utilize the acquired technology and accurately forecast the financial impact of an
acquisition transaction, including accounting charges. We may have to pay cash, incur debt or issue equity securities to pay for any such acquisition,
each of which could affect our financial condition or the value of our capital stock. The sale of equity or issuance of debt to finance any such acquisitions
could result in dilution to our stockholders. The incurrence of indebtedness would result in increased fixed obligations and could also include covenants
or other restrictions that would impede our ability to manage our operations. Additionally, we may receive indications of interest from other parties
interested in acquiring some or all of our business. The time required to evaluate such indications of interest could require significant attention from
management, disrupt the ordinary functioning of our business and adversely affect our operating results.
 
Our failure to effectively manage growth could harm our business.

 
We intend to expand the number and types of products we sell. We will need to replace and regularly introduce on a timely basis new products

and technologies, enhance existing products, and effectively stimulate customer demand for new products and upgraded or enhanced versions of our
existing products.

 
The replacement and expansion of our products places a significant strain on our management, operations and engineering resources.

Specifically, the areas that are strained most by these activities include the following:
 

• New Product Launches: With the changes in and growth of our product portfolio, we will experience increased complexity in
coordinating product development, manufacturing, and shipping. As this complexity increases, it places a strain on our ability to
accurately coordinate the commercial launch of our products with adequate supply to meet anticipated customer demand and effectively
market to stimulate demand and market acceptance. We have experienced delays in the past. If we are unable to scale and improve our
product launch coordination, we could frustrate our customers and lose possible retail shelf space and product sales;

 
• Existing Products Impacted by New Introductions: The introduction of new products or product enhancements may shorten the life

cycle of our existing products, or replace sales of some of our current products, thereby offsetting the benefit of even a successful product
introduction and may cause customers to defer purchasing our existing products in anticipation of the new products and potentially lead to
challenges in managing inventory of existing products. We may also provide price protection to some of our retailers as a result of our
new product introductions and reduce the prices of existing products. If we fail to effectively manage new product introductions, our
revenue and profitability may be harmed; and

 
• Forecasting, Planning and Supply Chain Logistics: With the changes in and growth of our product portfolio, we will experience

increased complexity in forecasting customer demand, in planning for production, and in transportation and logistics management. If we
are unable to scale and improve our forecasting, planning, production, and logistics management, we could frustrate our customers, lose
product sales or accumulate excess inventory.
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Our facilities and information systems and those of our key suppliers could be damaged as a result of disasters or unpredictable events, which could
have an adverse effect on our business operations.

 
Fat Shark operates the majority of its business from one location in George Town, Grand Cayman, Cayman Islands and Rotor Riot operates the

majority of its business from one location in Orlando, Florida. The corporate headquarters of the Company is located in San Juan, Puerto Rico. We also
rely on third-party manufacturing plants in the US and Asia and third-party logistics, sales and marketing facilities elsewhere in other parts of the world
to provide key components for our products and services. If major disasters such as earthquakes, hurricanes, tropical storms pandemics, fires, floods,
wars, terrorist attacks, computer viruses, transportation disasters or other events occur in any of these locations, or the effect of climate change on any of
these factors or our locations, or our information systems or communications network or those of any of our key component suppliers breaks down or
operates improperly as a result of such events, our facilities or those of our key suppliers may be seriously damaged, and we may have to stop or delay
production and shipment of our products. We may also incur expenses relating to such damages. If production or shipment of our products or
components is stopped or delayed or if we incur any increased expenses as a result of damage to our facilities, our business, operating results and
financial condition could be materially adversely affected.

   
Risks Related to Manufacturing

 
We do not control our contract manufacturers or suppliers or require them to comply with a formal code of conduct, and actions that they might
take could harm our reputation and sales.

 
We do not control our contract manufacturers or suppliers, including their labor, environmental or other practices, or require them to comply

with a formal code of conduct. Though we may seek to conduct periodic visits to some of our contract manufacturers and suppliers, these visits are not
frequent or thorough enough to detect non-compliance with applicable laws and good industry practices. A violation of labor, environmental or other
laws by our contract manufacturers or suppliers, or a failure of these parties to follow ethical business practices, could lead to negative publicity and
harm our reputation. In addition, we may choose to seek alternative manufacturers or suppliers if these violations or failures were to occur. Identifying
and qualifying new manufacturers or suppliers can be time consuming and we might not be able to substitute suitable alternatives in a timely manner or
at an acceptable cost. Other consumer products companies have faced significant criticism for the actions of their manufacturers and suppliers, and we
could face such criticism ourselves. Any of these events could adversely affect our brand, harm our reputation, reduce demand for our products and
harm our ability to meet demand if we need to identify alternative manufacturers or suppliers.

 
Our principal manufacturer of HMDs is located in China and is owned by the wife of Fat Shark’s founder Greg French which could create

conflicts of interest.
 

We rely on third-party suppliers, some of which are sole-source suppliers, to provide components for our products which may lead to supply
shortages, long lead times for components, and supply changes, any of which could disrupt our supply chain and may increase our costs.
 

Our ability to meet customer demand depends, in part, on our ability to obtain timely and adequate delivery of components for our products. All
of the components that go into the manufacturing are sourced from third-party suppliers.
 

Some of the key components used to manufacture our products come from a limited or single source of supply, or by a supplier that could
potentially become a competitor. Our contract manufacturers generally purchase these components on our behalf from approved suppliers. We are
subject to the risk of shortages and long lead times in the supply of these components and the risk that our suppliers discontinue or modify components
used in our products. In addition, the lead times associated with certain components are lengthy and preclude rapid changes in quantities and delivery
schedules. We have in the past experienced and may in the future experience component shortages, and the availability of these components may be
unpredictable.
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If we lose access to components from a particular supplier or experience a significant disruption in the supply of products and components from a
current supplier, we may be unable to locate alternative suppliers of comparable quality at an acceptable price, or at all, and our business could be
materially and adversely affected. In addition, if we experience a significant increase in demand for our products, our suppliers might not have the
capacity or elect not to meet our needs as they allocate components to other customers. Developing suitable alternate sources of supply for these
components may be time-consuming, difficult and costly, and we may not be able to source these components on terms that are acceptable to us, or at
all, which may adversely affect our ability to meet our development requirements or to fill our orders in a timely or cost-effective manner. Identifying a
suitable supplier is an involved process that requires us to become satisfied with the supplier’s quality control, responsiveness and service, financial
stability, labor and other ethical practices, and if we seek to source materials from new suppliers, there can be no assurance that we could do so in a
manner that does not disrupt the manufacture and sale of our products.
 

Our reliance on single source, or a small number of suppliers involves a number of additional risks, including risks related to supplier capacity
constraints, price increases, timely delivery, component quality, failure of a key supplier to remain in business and adjust to market conditions, delays in,
or the inability to execute on, a supplier roadmap for components and technologies; and natural disasters, fire, acts of terrorism or other catastrophic
events, including global pandemics.
 

We do not currently own or operate any manufacturing facilities. Certain components and services necessary for the manufacture of our products
are available from only a limited number of sources, and other components and services are only available from a single source. We currently purchase
almost all of components for HMDs from manufacturers related by marriage to Greg French, the Fat Shark founder. Our relationship generally is on a
purchase order basis and these firms do not have a contractual obligation to provide adequate supply or acceptable pricing to us on a long-term basis.
These firms could discontinue sourcing merchandise for us at any time. If any of these firms were to discontinue its relationship with us, or discontinue
providing specific products to us, and we are unable to contract with a new supplier that can meet our requirements, or if they or such other supplier were
to suffer a disruption in their production, we could experience disruption of our inventory flow, a decrease in sales and the possible need to re-design our
products. Any such event could disrupt our operations and have an adverse effect on our business, financial condition and results of operations. Several
new and alternative suppliers have begun offering components suitable for use in our products. With new tooling and electronics, any one of these
alternative displays could be incorporated into our products but our costs of production could be higher, they may offer less performance, and, as a
result, make our products too costly and less desirable.

  
The manufacture of HMDs encompasses several complex processes and several steps of our production processes are dependent upon certain critical
machines and tools which could result in delivery interruptions, which could adversely affect our operating results.
 

Our product technology and manufacturing processes are evolving which can result in production challenges and difficulties. We may be unable
to produce our products in sufficient quantity and quality to maintain existing customers and attract new customers. In addition, we may experience
manufacturing problems which could result in delays in delivery of orders or product introductions.
 
Several steps of our production processes are dependent upon certain critical machines and tools which could result in delivery interruptions and
foregone revenues.
 

We currently have little equipment redundancy in manufacturing locales. If we experience any significant disruption in manufacturing or a
serious failure of a critical piece of equipment, we may be unable to supply products to our customers in a timely manner. Interruptions in our
manufacturing could be caused by equipment problems, the introduction of new equipment into the manufacturing process or delays in the delivery of
new manufacturing equipment. Lead-time for delivery, installation, testing, repair and maintenance of manufacturing equipment can be extensive. We
have experienced production interruptions in the past and no assurance can be given that we will not lose potential sales or be able to meet production
orders due to future production interruptions in our manufacturing lines.
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Our products are subject to lengthy development cycles.
 

Some HMDs are subject to lengthy product development phases. The time elapsed between initial sampling of our products, the custom design
of our products to meet specific product requirements, and the ultimate incorporation of our products into salable products is significant, often with a
duration of between one to two years. If our products fail to meet our customers’ cost, performance, or technical requirements or if unexpected technical
challenges arise in the integration of our products into consumer products, our operating results could be significantly and adversely affected. Long
delays in achieving customer qualification and incorporation of our products also could adversely affect our business. Many HMD companies including
Fat Shark are introducing digital HMDs which could create shortages of components and provides an opportunity for companies with significantly
greater resources than us to accelerate migration to digital products in a manner or timeline which we cannot meet, which could cause us to lose market
share and harm our business and prospects.

 
We depend on third parties to provide integrated circuit chip sets and other critical components for use in our products.

 
We do not manufacture the integrated circuit chip sets, optics, micro-displays, backlights, projection engines, printed circuit boards or other

electronic components which are used in our products. Instead, we purchase them from third-party suppliers or rely on third-party independent
contractors for these integrated circuit chip sets and other critical components, some of which are customized or custom made for us. We also may use
third parties to assemble all or portions of our products. Some of these third-party contractors and suppliers are small companies with limited financial
resources. If any of these third-party contractors or suppliers were unable or unwilling to supply these HMDs may decrease. As the availability of
components decreases, the cost of acquiring those components ordinarily increases. High growth product categories such as the consumer electronics and
mobile phone markets have experienced chronic shortages of components during periods of exceptionally high demand. If we do not properly anticipate
the need for or procure critical components, we may pay higher prices for those components, our gross margins may decrease and we may be unable to
meet the demands of our customers and end-users, which could reduce our competitiveness, cause a decline in our market share and have a material
adverse effect on our results of operations.

 
Item 9.01. Financial Statements and Exhibits .

 
In accordance with General Instruction B.2 of Form 8-K, the information in this Current Report on Form 8-K under Item 7.01, including Exhibit

99.1 and 99.2 hereto, shall not be deemed to be "filed" for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise
subject to the liabilities of that section, and shall not be deemed to be incorporated by reference into any of the Company's filings under the Securities
Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, whether made before or after the date hereof and regardless of any
general incorporation language in such filings, except to the extent expressly set forth by specific reference in such a filing.
 
 (d) Exhibits

 
Exhibit Number  Description
Exhibit 10.1  Share Purchase Agreement dated September 30, 2020.
Exhibit 99.1  Press Release dated October 5, 2020.
Exhibit 99.2  Investor Presentation October 2020.
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SIGNATURES
 

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

 
 RED CAT HOLDINGS, INC.  
    
Dated: October 5, 2020 By: /s/ Jeffrey Thompson  
  Name: Jeffrey Thompson  
  Title: Chief Executive Officer  
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Exhibit 10.1
 
 

SHARE PURCHASE AGREEMENT

This Share Purchase Agreement (this “Agreement”) is entered into as of September 30, 2020, by and among Fat Shark Holdings, LTD.,
a Cayman Islands Exempted Company (“Holdings” or the “Company”), Fat Shark Tech. LTD., a Cayman Islands Exempted Company
(“Trading”), and Fat Shark Technology SEZC, a Cayman Island Special Economic Zone Company (“Tech”), and together with the Company
and Holdings, the “Companies”), Greg French, the sole shareholder of Holdings (“Seller”), and Red Cat Holdings, Inc., a Nevada corporation
(“Parent”), and FS Acquisition, Corp., a Nevada corporation and wholly-owned subsidiary of Parent (the “Buyer”).

Preliminary Statements

A. Holdings is the parent company of Tech and Trading.

B. Trading produces niche first person view (“FPV”) headsets and other products for the drone market segment worldwide.

C. Tech designs and develops new FPV products as well as provides management services to Holdings and Trading. It is located in
the Special Economic Zone of the Cayman Islands jurisdiction.

D. Seller owns all of the issued and outstanding shares of Holdings which owns all of the issued and outstanding shares of each of
Trading and Tech, and Seller desires to sell to Buyer, and Buyer desires to purchase, on the terms and subject to the conditions set
forth in this Agreement, all of such shares.

Agreement

NOW, THEREFORE, in consideration of the preliminary statements and the respective mutual covenants, representations and
warranties contained in this Agreement, the parties agree as set forth below.

ARTICLE 1

DEFINITIONS

In addition to terms defined elsewhere in this Agreement, the following terms when used in this Agreement shall have the meanings
indicated below:

 “Affiliate” of a specified Person means a Person who (at the time when the determination is to be made) directly or indirectly through
one or more intermediaries, controls, or is controlled by, or is under common control with the specified Person. As used in the foregoing
sentence, the term “control” (including, with correlative meaning, the terms “controlling,” “controlled by” and “under common control with”)
means the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of such Person,
whether through the ownership of voting securities, by contract or otherwise, or such other relationships as, in fact, constitutes actual control.

“Aggregate Closing Date Working Capital” is defined in Section 2.3(b).

“Agreed Parent Share Price” is defined in Section 2.2(a).

“Agreed Aggregate Working Capital” is defined in Section 5.27.

“Agreement” is defined in the Preamble and includes all exhibits and schedules referred to herein.

“Applicable Laws” means, in relation to any Person or Persons, applicable Securities Laws and all other statutes, regulations, statutory
rules, orders, by-laws, codes, ordinances, decrees, the terms and conditions of any grant of approval, permission, authority or license, or any
judgment, order, decision, ruling, award, policy or guideline, of any Governmental Entity that are applicable to such person or persons or its or
their business, undertaking, property or securities and emanate from a Governmental Entity, having jurisdiction over such person or persons or
its or their business, undertaking, property or securities;

“Approved Exchange” means, with respect to the Stock Consideration, any major securities exchange, the NASDAQ or any other
exchange or quotation system maintained by OTC Markets or if not available, any quotation system or service providing regularly published
securities prices designated by Parent.

“Basket Amount” is defined in Section 7.5(b).

“Buyer” is defined in the Preamble.

“Claim” is defined in Section 7.4(d)(i).

“Closing” is defined in Section 2.1(b).

“Closing Date” means October 30, 2020 or such other closing date as may be mutually agreed to among the parties in writing.

“Closing Date Balance Sheets” is defined in Section 2.3(b).



“Closing Date Working Capital” is defined in Section 2.3(b).

“Closing Shares” is defined in Section 2.2(a)(ii).

“Closing Trial Balance” is defined in Section 2.3(a).

“Code” means the Internal Revenue Code of 1986, as amended.

“Company” and “Companies” are defined in the Preamble.

“Contracts” is defined in Section 5.19(a).

“Corporate Minute Books” is defined in Section 5.6.

“Costs” is defined in Section 10.7.

“Disclosure Schedules” is defined in the Article 5.

“Disposition” is defined in Section 6.4(b).

“Disputed Amounts” is defined in Section 2.3(c).

“Dr. Goggle Business” is defined in Section 9.1(l).

“Environmental Laws” means any applicable statute, law, ordinance, regulation, rule, code or order and any enforceable judicial or
administrative interpretation thereof, including any judicial or administrative order, consent decree or judgment, relating to pollution or
protection of the environment or natural resources, including, without limitation, those relating to the use, handling, transportation, treatment,
storage, disposal, release or discharge of Hazardous Materials.

“Escrow” means all the Escrow Shares or other funds or property deposited with the Escrow Agent under the Escrow Agreement.

“Escrow Agent” means the escrow agent specified in the Escrow Agreement.

“Escrow Agreement” means the escrow agreement to be entered into as of the Closing Date among the Seller, Buyer and the escrow
agent, in substantially the form attached as Exhibit A.

“Escrow Shares” is defined in Section 2.2(a)(i).

“Estimated Working Capital” is defined in Section 2.3(a).

“Estimated Working Capital Deficiency Amount” is defined in Section 2.3(a).

“Estimated Working Capital Excess Amount” is defined in Section 2.3(a).

“Estimated Working Capital Statement” is defined in Section 2.3(a).

“Final Working Capital” is defined in Section 2.3(b).

“Final Working Capital Deficiency Amount” is defined in Section 2.3(b).

“Final Working Capital Excess Amount” is defined in Section 2.3(b).

“Financial Statements” is defined in Section 5.9.

“GAAP” means U.S. generally accepted accounting principles, consistently applied.

“Hazardous Materials” means (a) any petroleum, petroleum products, by-products or breakdown products, radioactive materials,
asbestos-containing materials or polychlorinated byphenyls or (b) any chemical, material or substance defined or regulated as toxic or
hazardous or as a pollutant or contaminant or waste under any applicable Environmental Laws.

“Holdings” is defined in the Preamble.

“Indemnified Losses” is defined in Section 7.4(a)(i)(A).

“Indemnified Party” is defined in Section 7.4(c).

“Indemnifying Party” is defined in Section 7.4(c).

“Independent Accounting Firm” is defined in Section 2.3(c).

“Initial Leak Out Shares” is defined in Section 6.4(b)



“Intellectual Property” means any or all of the following owned, licensed, used, controlled by or residing in either Company prior to the
Closing Date: (a) all inventions (whether patentable or unpatentable and whether or not reduced to practice), all improvements thereto, and all
patents, patent applications, and patent disclosures, together with all reissuances, continuations, continuations-in-part, revisions, extensions,
and reexaminations thereof; (b) all trademarks, service marks, trade dress, logos, trade names, and corporate names, together with all
translations, adaptations, derivations, and combinations thereof and including all goodwill associated therewith, and all applications,
registrations, and renewals in connection therewith; (c) all copyrightable works, all copyrights in both published and unpublished works, and
all applications, registrations, and renewals in connection therewith; (d) all Know-How; (e) all computer programs and software (including data
and source and object codes and related documentation); (f) all other property rights and all licenses and sublicenses granted by or to either
Company that relate to any of the foregoing; and (g) all copies and tangible embodiments thereof (in whatever form or medium).

“IRS” means the Internal Revenue Service.

“Know-How” means all trade secrets and confidential business information (including, without limitation, databases, ideas, research
and development, know-how, formulas, compositions, manufacturing and production processes and techniques, technical data, designs, plans,
drawings, specifications, blueprints, customer and supplier lists, pricing and cost information, and business and marketing plans and
proposals).

“Lock-Up Period” is defined in Section 6.4(b).

“Knowledge” means, with respect to any representation or warranty or other statement in this Agreement qualified by knowledge, the
actual knowledge, information or belief of any party as to the matters that are the subject of such representation, warranty or other statement, or
any knowledge, information, or belief that such party should have after a due and diligent investigation. Where reference is made to the
knowledge of the Seller or either Company, such reference shall be deemed to include the directors, officers and managerial employees of such
Company as well as the Seller, all of whom shall be deemed to have conducted the investigation required by this definition.

“Law” means any applicable law, statute, ordinance, rule, regulation, order, writ, judgment or decree.

“Liabilities” means any liability (whether known or unknown, whether asserted or unasserted, whether absolute or contingent, whether
accrued or unaccrued, whether liquidated or unliquidated and whether due or to become due).

“Liens” means any liens, claims, charges, rights, pledges, security interests, mortgages, options, title defects or other encumbrances,
restrictions or limitations of any nature whatsoever.

“Material Adverse Effect” means any change in or effect on the business of either Company that is, or could reasonably be expected to
be, materially adverse to the business, assets (including intangible assets), liabilities (contingent or otherwise), condition (financial or
otherwise), prospects or results of operations of such Company.

“Noncompete Period” is defined in Section 6.1(a).

“Parent Common Stock” means the common stock of Parent, par value US$0.001 per share.

“Organizational Documents” means any and all documents pursuant to which an entity is organized and/or operates under the
applicable laws of its jurisdiction.

“Permits” is defined in Section 5.15.

“Person” means any natural person, corporation, company, unincorporated organization, partnership, association, joint stock company,
joint venture, trust or government, or any agency or political subdivision of any government, or any other entity.

“Personally Identifiable Information” means any information that alone or in combination with other information held by the
Companies, as applicable, can be used to specifically identify a person’s name, street address, telephone number, e-mail address, photograph,
social insurance number, driver’s license number, passport number, credit or debit card number or customer or financial account number or any
similar information that is treated as “Personally Identifiable Information” under any Applicable Laws.

“Plans” is defined in Section 5.17(c).

“Product Data” means all manufacturing information and data, and all submissions and correspondence with or to any governmental or
regulatory authority regarding any Product, all as any of the above may be in the possession or control of either Company or Seller.

“Product Inventory” all inventory owned as of the Closing Date by each Company (including sample inventory) thereof of finished
Product or works in progress or materials used in the manufacture of finished Product, whether held at a location or facility of either Company
(or of any other Person on behalf of either Company) or in transit to or from either Company.

“Products” is defined in Section 5.24(a).

“Purchase Price” is defined in Section 2.2(a).

“Purchased Assets” is defined in Section 2.5(a).

“Purchased Shares” is defined in Section 5.7.



“Qualified Financing” means a private placement or public offering of debt, equity, or convertible securities in one or more transactions
whereby on a cumulative basis on or prior to the three (3) year anniversary of the Closing Date, a minimum of $6.0 million gross proceeds of
Parent securities are sold (at which Seller shall have an opportunity to sell up to $1,000,000 of Seller’s Stock Consideration in such offering).

“Real Property” is defined in Section 5.14(a).

“Registration Rights” is defined in Section 6.4(d).

“Regulatory Approvals” means the applications or approvals of the US Federal Aviation Authority (“ FAA”) and equivalent foreign
agencies or authorities charged with regulating the manufacture, design or operation of unmanned aerial vehicles (“UAV”) without a human
pilot, which utilize a ground based controller and a system of communications between the two, generally referred to as drones, and all other
Permits required by the FAA or such agencies or authorities to conduct the business as it is currently conducted.

“SEC” is defined in Section 3.9.

“SEC Documents” is defined in Section 3.9.

“Secured Note” is defined in Section 8.6

“Securities Act” means the US Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder.

“Seller” is defined in the Preamble.

“Seller’s Percentage” is defined in Section 2.2(b)(iii).

“Serious Adverse Event” means, with respect to any Product, any Adverse Experience that results in any of the following outcomes:
death, a life-threatening Adverse Experience, hospitalization, a persistent or significant disability or incapacity, or any other effect that may
otherwise jeopardize the business as it is currently conducted or may require intervention to prevent one of the aforementioned outcomes.

“Stock Consideration” is defined in Section 2.2(a)(ii).

“Subsidiary” of any Person means any Person, whether or not capitalized, in which such Person owns, directly or indirectly, an equity
interest of 50% or more, or any Person which may be controlled, directly or indirectly, by such Person, whether through the ownership of
voting securities, by contract, or otherwise.

“Tax(es)” means any federal, state, local or foreign income, gross receipts, franchise, estimated, alternative minimum, add-on
minimum, sales, use, transfer, registration, all gross receipts, ad valorem, value added, excise, natural resources, severance, stamp, occupation,
premium, windfall profit, assets, minimum income, environmental, customs duties, fees, real property, personal property, capital stock, social
security obligations or contributions, unemployment, disability, payroll, license, employee or other withholding, or other tax or governmental
charge, of any kind whatsoever, including any interest, penalties or additions to tax or additional amounts in respect of the foregoing, or credit
or reimbursement in respect of the foregoing; the foregoing shall include any transferee or secondary liability for a Tax and any liability
assumed by agreement or arising as a result of being (or ceasing to be) a member of any affiliated group (or being included, or required to be
included, in any Tax Return relating thereto).

“Tax Returns” means all material Federal, state, foreign and local tax reports, returns, information returns, declarations, statements, and
other documents relating to Taxes.

“Tech” is defined in the Preamble.

“Transaction Documents” means this Agreement, the Escrow Agreement, the Secured Note and all other documents to be executed and
delivered by either party pursuant to or in connection with this Agreement and consummation of the transactions contemplated hereby.

“Transfer Taxes” is defined in Section 6.6(g).

“Trading” is defined in the Preamble.

“VWAP” means the average of the Daily VWAP for the thirty trading days ending on and including the closing date of the
Transaction, (such period, the “30 Day VWAP Period”). “Daily VWAP” means, for any trading day, the per share volume-weighted average
price of Buyer’s common stock as displayed on Bloomberg, L.P. (or its equivalent successor if such service is not available) in respect of the
period from the scheduled open of trading until the scheduled close of trading of the primary trading session on such trading day on the Nasdaq
Capital Market or, if unavailable, on the OTC Markets (or if unavailable on either exchange, the Daily VWAP shall be the fair market value of
Buyer’s common stock on such date as determined by Buyer’s board of directors in good faith) but not less than $1.00 nor greater than $1.50
per share. The Daily VWAP will be determined without regard to after-hours trading or any other trading outside of the regular trading session
trading hours.

“Working Capital” means current assets of a Company (including without limitation, cash, cash equivalents, accounts receivable,
inventory and prepaid expense) less current liabilities of such Company, determined in accordance with GAAP. In addition, the amount of
Working Capital shall be reduced by the amount of any losses associated with the wind-down and termination of the Dr. Goggle Business.

“Working Capital Calculations” is defined in Section 2.3(b).



ARTICLE 2

PURCHASE OF SECURITIES; CONSIDERATION

2.1      Securities to be Purchased; Closing.

(a)            Subject to the terms and conditions set forth herein, on the Closing Date, Seller shall sell and transfer to Buyer, and Buyer shall
purchase from Seller, all of Seller’s right, title and interest in and to such Seller’s Seller Percentage of the Purchased Shares of Holdings (which
owns all of the issued and outstanding Purchased Shares of Trading and Tech), free and clear of all Liens, which Purchased Shares shall in the
aggregate represent all of the issued and outstanding shares of Holdings as of the Closing Date.

(b)           Subject to the terms and conditions of this Agreement, the sale and purchase of the Purchased Shares contemplated hereby and
the transfers and deliveries to be made pursuant to this Agreement shall take place at a closing at the offices of Buyer at 607 Ponce de Leon
Avenue, Suite 407, San Juan, Puerto Rico 85251 (the “Closing”) at 12:00 p.m. local time, on the Closing Date, or at such other place as may be
agreed to by the parties in writing. All proceedings to be taken and all documents to be executed at the Closing shall be deemed to have been
taken, delivered and executed simultaneously, and no proceeding shall be deemed taken nor documents deemed executed or delivered until all
have been taken, delivered and executed.

(c)            At the Closing, the Seller shall deliver or cause to be delivered to Buyer (i) executed share transfer instruments relating to One
Hundred Percent (100%) of the Purchased Shares of Holdings, sufficient to convey to Buyer good title to the Purchased Shares of Holdings,
free and clear of any and all claims or Liens of any nature whatsoever and together with all accrued benefits and rights attaching thereto, (ii)
such other documents as may be specified, or required to satisfy the conditions set forth, in Sections 9.1 and 9.2, and (iii) the Seller shall cause
a board meeting of Holdings approving the transfer of the Purchased Shares, the updating of the share register of Holdings, appointment of
representatives of Parent to such offices and as directors of Holdings, Tech and Trade as requested by Parent, with such authorizations (banking
and otherwise) as required by Parent, and any other ancillary matters.

2.2      Closing Consideration.

(a)            In consideration of the sale, assignment, transfer and delivery of the Purchased Shares by the Seller to Buyer, at the Closing,
Parent shall on behalf of Buyer deliver Seven Million Dollars (US$7,000,000), as adjusted in accordance with Section 2.3 below (the “Purchase
Price”) payable Five Million Seven Hundred Fifty Thousand Dollars ($5,750,000) in shares of Parent Common Stock (the “Stock
Consideration”) at an agreed upon value based upon the VWAP (the “Agreed Parent Share Price”), a senior secured promissory note of
Holdings (the “Secured Note”) in the amount of One Million Dollars ($1,000,000), secured by the assets of Holdings (subject to adjustment as
provided in section 2.3(c) for the amount of working capital balance, if any, on the Closing Date) (the “Final Working Capital”) and Two
Hundred Fifty Thousand Dollars ($250,000) cash (the “Cash Purchase Amount”, and together with the Stock Consideration and Secured Note,
the “Purchase Price”) to the Seller as follows:

(i)           delivery to the Seller of an aggregate of (A) the Stock Consideration less the Escrow Shares minus (B) the number of
shares equal to the Estimated Working Capital Deficiency Amount divided by the Agreed Parent Share Price (the “Closing Shares”); (C)
the Secured Note plus (D) the value equal to the Estimated Working Capital Excess Amount and (E) the Cash Purchase Amount; and

(ii)           delivery to the Escrow Agent of Fifteen (15%) percent of the Stock Consideration (the “Escrow Shares”).

(b)           One Hundred (100%) Percent (the “Seller Percentage”) of the Closing Shares and the Escrow Shares (upon release under the
terms of the Escrow Agreement) shall be distributed to Seller.

(c)            In the event of a Qualified Financing, twenty-five (25%) percent of the net proceeds thereof shall be applied to repayment of
principal and interest due under the Secured Note unless Seller shall have previously sold at least one-million ($1,000,000) of Stock
Consideration on or prior to the date of closing of the Qualified Financing.

2.3      Post Closing Audit; Purchase Price Adjustment; Dispute.

(a)            No more than ten and no later than three days prior to the Closing Date, the Seller shall cause each Company to prepare and
deliver to Parent and the Buyer (i) an unaudited preliminary balance sheet of such Company as of the Closing Date and a preliminary unaudited
profit and loss statement for the period ending on the Closing Date, in accordance GAAP (collectively, the “Closing Trial Balance”), (ii) a
statement (the “Estimated Working Capital Statement”) setting forth the Seller’s reasonable and good faith estimate of the Closing Date
Working Capital and the components and calculations thereof in reasonable detail, by reference to the foregoing Closing Trial Balance and (iii)
a statement setting forth the calculation of the amount by which the estimated Closing Date Working Capital as shown on the Estimated
Working Capital Statement (the “Estimated Working Capital”) either exceeds the Agreed Aggregate Working Capital  (such amount, the
“Estimated Working Capital Excess Amount”) or is less than the Agreed Aggregate Working Capital  (such amount, the “Estimated Working
Capital Deficiency Amount”).

(b)           Within sixty (60) days after the Closing Date or as soon thereafter as is reasonably practical using commercially reasonable
efforts, Buyer will prepare and deliver to the Seller (i) closing balance sheets (the “Closing Date Balance Sheets”) of each of the Companies on
a consolidated basis, as of the Closing Date, in accordance with GAAP, (ii) the calculations (the “ Working Capital Calculations”) of the
Working Capital of each of the Companies as of the Closing Date (the “Closing Date Working Capital”), and (iii) a statement setting forth the
calculation of the amount by which the aggregate Closing Date Working Capital of both Companies added together (the “Aggregate Closing
Date Working Capital”) as set forth in the Working Capital Calculations or, if disputed, as finally determined pursuant to Section 2.3(c) (the
“Final Working Capital”) either exceeds the Agreed Aggregate Working Capital  (such amount, the “Final Working Capital Excess Amount”)



or is less than the Agreed Aggregate Working Capital  (such amount, the “Final Working Capital Deficiency Amount”). The Seller shall have
the right, at their expense, to have a certified public accountant audit the Closing Date Balance Sheets and the calculations of the Closing Date
Working Capital within ten (10) days of the Seller’s receipt thereof.

(c)            If there was an Estimated Working Capital Excess Amount and there is a Final Working Capital Deficiency Amount, the
aggregate Purchase Price shall be adjusted downward dollar-for-dollar in the amount of the sum of the Final Working Capital Deficiency, first
applied to the Secured Note Amount and any additional amount applied as a reduction in the Cash Purchase Amount and any additional amount
applied thereafter as a reduction in the Stock Consideration. If there was an Estimated Working Capital Deficiency Amount and there is a Final
Working Capital Deficiency Amount, then the aggregate Purchase Price shall be adjusted downward dollar-for-dollar in the amount of the sum
of the Final Working Capital Deficiency less any prior amounts already paid to Parent based on the Estimated Working Capital Deficiency
Amount, first applied to the Secured Note Amount and any additional amount applied as a reduction in the Cash Purchase Amount and any
additional amount applied thereafter as a reduction in the Stock Consideration. If there was an Estimated Working Capital Deficiency Amount
and there is a Final Working Capital Excess Amount, the principal amount of Secured Note (and aggregate Purchase Price) shall be adjusted
upward dollar-for-dollar in the amount of the sum of the Final Working Capital Excess plus any prior amounts already paid to the Parent Based
on the Estimated Working Capital Deficiency Amount. If there was an Estimated Working Capital Excess Amount and there is a Final
Working Capital Excess Amount, then the principal amount of Secured Note (and aggregate Purchase Price) shall be adjusted upward dollar-
for-dollar in the amount of the sum of the Final Working Capital Excess. Any payments to be made by the Seller to Parent shall be satisfied
from Escrow pursuant to Section 2.4. Any payments to be made by Parent on behalf of Buyer to the Seller shall be made by a combination of
wire transfer of immediately available funds (in U.S. Dollars) and by increasing the value of the Secured Note, at Parent’s sole discretion. The
Secured Note shall mature on the three (3) year anniversary of the date of issuance and shall bear interest at a rate of three (3%) percent per
annum.

(d)           If the Seller disputes the Closing Date Balance Sheets or the Closing Date Working Capital as set forth in the Working Capital
Calculations, then, within the ten (10) day period referred to in paragraph (b) above, the Seller shall give Buyer a detailed written statement
identifying all disputed items (collectively, the “Disputed Amounts”). Buyer and the Seller shall use reasonable efforts to resolve any such
dispute. If Buyer and the Seller are unable to finally resolve such dispute within ten (10) days after Buyer’s receipt of the Seller’ statement of
Disputed Amounts, then the dispute shall be resolved by a US national independent certified public accounting firm that is reasonably
acceptable to Buyer and the Seller (the “Independent Accounting Firm”) considering recent past, current and anticipated future engagements.
Buyer and the Seller shall retain the Independent Accounting Firm within ten (10) days of the end of the ten (10) day period for Buyer and the
Seller to resolve their dispute. The determination of the Independent Accounting Firm shall be made as promptly as practicable and shall be
final and binding on Buyer and the Seller. The fees and expenses of the Independent Accounting Firm shall be allocated between Buyer and
the Seller so that the Seller’s aggregate share of such fees and expenses bears the same proportion to the total amount of such fees and
expenses as the Disputed Amounts unsuccessfully contested by the Seller bears to the total of the Disputed Amounts submitted to the
Independent Accounting Firm.

2.4      Escrow Shares.

(a)            The Escrow shall provide security of the Seller’s payments to Buyer of all amounts due as a result of (i) the indemnification
obligations in Article 7, (ii) any Purchase Price adjustments pursuant to Section 2.3, including without limitation monies due to Buyer due to a
Final Working Capital Deficiency, and (iii) any other claims or expenses arising under this Agreement.

(b)           Any Claim against the Escrow must be made within eighteen (18) months following Closing.

(c)            Amounts to be satisfied from the Escrow pursuant to Section 2.4(a) will be satisfied by the cancellation of Escrow Shares having
a value equal to the amount to be satisfied pursuant to Section 2.4(a), with such Escrow Shares valued at the lower of (i) the Agreed Parent
Share Price and (ii) the closing price of such shares on the Approved Exchange on the date on which a final determination is made by the
Escrow Agent with respect to a claim under Section 2.4(a) to cancel such shares in accordance with this Section 2.4 and the terms of the
Escrow Agreement.

(d)           Except to the extent of the limitations provide in Section 7.5, the Seller’s liability to Buyer for amounts due as a result of (i) the
indemnification obligations in Article 7, (ii) any Purchase Price adjustments pursuant to Section 2.3, including without limitation monies due to
Buyer due to a Final Working Capital Deficiency, and (iii) any other claims or expenses arising under this Agreement, shall not be limited to
amounts or assets in the Escrow.

ARTICLE 3 

REPRESENTATIONS AND WARRANTIES REGARDING BUYER AND PARENT

In order to induce the Seller to enter into this Agreement and to consummate the transactions contemplated hereby, Buyer and Parent
make the representations and warranties set forth below to Seller on the date hereof, except as set forth in the filings and reports of Parent made
with the Securities and Exchange Commission (the “Parent SEC Documents”) if reasonably apparent that any event, item or occurrence disclosed in
such Parent SEC Documents is an event, item or occurrence that relates to a matter covered by any representation or warranty set forth in this Article 3)
or in a Disclosure Schedule delivered by the Parent to the Seller (the “Parent Disclosure Schedule”).

3.1      Organization. Buyer is a corporation duly organized and validly existing under the laws of the State of Nevada. Parent is a
corporation duly organized and validly existing under the laws of the State of Nevada.

3.2      Authorization; Enforceability. Each of Buyer and Parent has all requisite right, power and authority to execute and deliver the
Transaction Documents and to consummate the transactions contemplated thereby. The execution and delivery of the Transaction Documents



by each of Buyer and Parent and the consummation by Buyer and Parent of the transactions contemplated thereby have been duly authorized by
all requisite corporate action. This Agreement has been duly executed and delivered by each of Buyer and Parent, and constitutes the legal,
valid and binding obligation of Buyer and Parent, enforceable in accordance with its terms except as such enforceability may be limited by
applicable bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and other similar Laws affecting creditors’ rights generally
and subject to the effect of general principles of equity, whether considered in a proceeding in equity or at law.

3.3      No Consent, Violation or Conflict. The execution and delivery of the Transaction Documents by Buyer, the consummation by
each of Buyer and Parent of the transactions contemplated thereby, and compliance by each with the provisions hereof: (a) do not and will not
violate or, if applicable, conflict with any provision of Law, or any provision of ‘such party’s Organizational Documents; and (b) do not and
will not, with or without the passage of time or the giving of notice, result in the breach of, cause the acceleration of performance or constitute
a default or require any consent under, any instrument or agreement to which Buyer or Parent is a party or by which Buyer, Parent or their
respective properties may be bound or affected, other than instruments or agreements as to which consent shall have been obtained at or prior
to the Closing Date or any breaches or defaults which would not affect Buyer’s and Parent’s ability to consummate the transactions
contemplated thereby.

3.4      Brokers. Neither Buyer nor Parent has employed any financial advisor, broker or finder and each has not incurred and will not
incur any broker’s, finder’s, investment banking or similar fees, commissions or expenses, in connection with the transactions contemplated by
this Agreement, which would be payable by the Seller.

3.5      Consent of Governmental Authorities. Each of Buyer and Parent has obtained, or will have obtained prior to the Closing, all
necessary authorizations and no further consent, approval or authorization of, or registration, qualification or filing with any governmental or
regulatory authority, or any other Person, is required to be made or obtained by Buyer or Parent in connection with the execution and delivery
of the Transaction Documents by each of Buyer and Parent, or the consummation by Buyer and Parent of the transactions contemplated
thereby.

3.6      Legal Proceedings. There is no action, claim, dispute, suit, investigation or proceeding pending or, to Buyer’s and Parent’s
Knowledge, threatened against either Buyer or Parent or any of their respective properties or rights, nor any judgment, order, injunction or
decree before any court, arbitrator or administrative or governmental body which might adversely affect or restrict the ability of Buyer or
Parent to consummate the transactions contemplated by the Transaction Documents, or to perform its obligations thereunder.

3.7           Knowledge. Each of Buyer and Parent has sufficient knowledge, experience and sophistication in business matters, and is
capable of evaluating the merits and risks of its purchase of the Purchased Shares and of making an informed investment decision with respect
thereto. Buyer and Parent further confirm that the Closing shall indicate that each of Buyer and Parent and their advisors were given the
opportunity to examine the financial and business situation of each Company, and to ask questions and receive answers from the management
of each Company.

3.8           Validity of Stock Consideration. When issued and delivered in accordance with this Agreement, the Stock Consideration shall
be (a) duly and validly authorized, issued and outstanding, fully paid and non-assessable and (b) free and clear of any Liens, except as provided
in the escrow provisions specified in this Agreement and the lock-up provisions specified in Section 6.4.

3.9           SEC Documents and Compliance. Since September 1, 2019, Parent has filed all reports, schedules, forms, statements and other
documents required to be filed by it with the U.S. Securities and Exchange Commission (“SEC”), pursuant to the reporting requirements of all
applicable federal and securities laws (all of the foregoing that were scheduled to be filed prior to the Closing Date, and all exhibits included
therein and financial statements and schedules thereto and documents incorporated by reference therein, are hereinafter referred to as the “SEC
Documents”). The SEC Documents comply in all material respects with the requirements of all applicable federal securities laws, rules and
regulations. The SEC Documents do not contain any untrue statement of a material fact of omit to state a material fact required to be stated
therein or necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading.

ARTICLE 4 

REPRESENTATIONS AND WARRANTIES REGARDING THE SELLER

In order to induce Buyer and Parent to enter into this Agreement and to consummate the transactions contemplated hereby, Seller
makes the representations and warranties set forth below to Buyer and Parent as of the date hereof.

4.1      Authorization; Enforceability. Seller has all requisite right, power and capacity to execute and deliver the Transaction
Documents to which it is a party and consummate the transactions contemplated thereby. The execution and delivery of the Transaction
Documents to which it is a party by Seller and the consummation by Seller of the transactions contemplated thereby have been duly authorized
by all requisite action. This Agreement has been duly executed and delivered by Seller and constitutes the legal, valid and binding obligations
of such party, enforceable in accordance with its terms except as such enforceability may be limited by applicable bankruptcy, insolvency,
fraudulent transfer, reorganization, moratorium and other similar Laws affecting creditors’ rights generally and subject to the effect of general
principles of equity, whether considered in a proceeding in equity or at law.

4.2      No Consent, Violation or Conflict. The execution and delivery of the Transaction Documents to which it is a party and the
consummation of the transactions contemplated thereby, and compliance by Seller with the provisions hereof, (a) do not and will not violate or,
if applicable, conflict with any provision of Law and (b) do not and will not, with or without the passage of time or the giving of notice, result
in the breach of, cause the acceleration of performance or constitute a default or require any consent under, or result in the creation of any Lien
upon any property or assets of Seller pursuant to any instrument or agreement to which such Seller is a party or by which Seller’s properties
may be bound or affected.



4.3      Consent of Governmental Authorities. Seller has obtained all necessary authorizations and no further consent, approval or
authorization of, or registration, qualification or filing, with any governmental or regulatory authority, or any other Person, is required to be
made or obtained by Seller in connection with the execution and delivery of the Transaction Documents to which it is a party by Seller or the
consummation by Seller of the transactions contemplated thereby.

4.4      Brokers. Seller has not incurred and will not incur any broker’s, finder’s, investment banking or similar fees, commissions or
expenses in connection with the transactions contemplated by this Agreement, which would be payable by Buyer or either Company after the
Closing Date.

4.5      Capitalization. Seller is and will immediately prior to the Closing be the legal, record and beneficial owner of Seller’s Seller
Percentage of the Purchased Shares, and such Purchased Shares is and will immediately prior to the Closing be owned free and clear of any
Liens whatsoever, including, without limitation, claims or rights under any voting trust agreements, proxies, shareholder agreements or other
agreements. At the Closing, Seller will transfer and convey and Buyer will acquire good and valid title to the Purchased Shares free and clear
of all Liens. No written or oral agreement or understanding with respect to the disposition of Seller’s Purchased Shares or any rights therein,
other than this Agreement, exists.

4.6      Rights, Warrants, Options. Other than this Agreement, there are no options, warrants or other rights, arrangements or
commitments of any character to which Seller is a party or by which Seller is bound relating to the Purchased Shares or obligating Seller to sell
any shares, or other equity interests in, any Company.

ARTICLE 5 

REPRESENTATIONS AND WARRANTIES OF REGARDING THE COMPANIES

In order to induce Buyer and Parent to enter into this Agreement and to consummate the transactions contemplated hereby, the Seller
and the Companies, jointly and severally, make the representations and warranties set forth below to Buyer and Parent as of the date hereof,
except as otherwise noted herein or as set forth in the disclosure schedules attached hereto (the “Disclosure Schedules”). All information set
forth in the Disclosures Schedules shall clearly identify the specific Company or Companies to which it applies.

5.1      Organization. Each Company is a corporation duly organized and validly existing under the laws of the Cayman Islands. Each
Company is duly qualified or licensed to do business in each jurisdiction where the character of the properties owned or operated by it or the
nature of its business makes such qualification or licensing necessary. Each Company has all requisite right, power and authority to (a) own
and operate its properties, (b) conduct its business as presently conducted in accordance with local business practices and (c) engage in and
consummate the transactions contemplated hereby. Each Company is not in default under its Organizational Documents.

5.2      Authorization; Enforceability. Each Company has all requisite right, power and authority to execute and deliver the Transaction
Documents to which it is a party and consummate the transactions contemplated thereby. The execution and delivery of the Transaction
Documents to which it is a party by each Company and the consummation by each Company of the transactions contemplated thereby have
been duly authorized by all requisite corporate or other action. This Agreement has been duly executed and delivered by each Company and
constitutes the legal, valid and binding obligation of such party, enforceable in accordance with its terms except as such enforceability may be
limited by applicable bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and other similar Laws affecting creditors’ rights
generally and subject to the effect of general principles of equity, whether considered in a proceeding in equity or at law.

5.3      No Consent, Violation or Conflict. With respect to each Company, the execution and delivery of the Transaction Documents to
which it is a party and the consummation of the transactions contemplated thereby, and compliance by each Company with the provisions
hereof, (a) do not and will not violate or, if applicable, conflict with any provision of Law, or any provision of such Company’s Organizational
Documents, and (b) do not and will not, with or without the passage of time or the giving of notice, result in the breach of, cause the
acceleration of performance or constitute a default or require any consent under, or result in the creation of any Lien upon any property or assets
of such Company pursuant to any instrument or agreement to which such Company is a party or by which such Company’s properties may be
bound or affected.

5.4      Consent of Governmental Authorities. Each Company has obtained all necessary authorizations and no further consent,
approval or authorization of, or registration, qualification or filing, with any governmental or regulatory authority, or any other Person, is
required to be made or obtained by such Company in connection with the execution and delivery of the Transaction Documents by such
Company to which it is a party or the consummation by the Companies of the transactions contemplated thereby.

5.5      Brokers. No Company has incurred or will incur any broker’s, finder’s, investment banking or similar fees, commissions or
expenses in connection with the transactions contemplated by this Agreement, which would be payable by Buyer or such Company after the
Closing Date.

5.6      Organizational Documents and Corporate Records. A true and complete copy of the Organizational Documents of each
Company, as amended, will be delivered to Buyer on the Closing Date. The minute book of each Company (the “Corporate Minute Books”)
will also be delivered to Buyer on the Closing Date. Such Corporate Minute Books contain complete and accurate records of all meetings and
other corporate actions of the board of directors and/or the shareholders of each Company from the date of its incorporation to the date hereof.
All matters requiring the authorization or approval of the board of directors and/or the shareholders of each Company have been duly and
validly authorized and approved by them.

5.7      Capitalization. The authorized share capital of Holdings is US$50,000.00 consisting of 700,000 Series A Preferred Shares of a
nominal or par value of US$0.05 each and 300,000 Common Shares of a nominal or par value of US$0.05 each. All 700,000 Series A Preferred



Shares of Holdings are in issue and outstanding and no Common Shares of Holdings are in issue or outstanding.

As of the date hereof the authorized share capital of Trading is US$50,000.00 consisting of 50,000 shares of US$1.00 each. 100 shares of
Trading are issued and outstanding as of the date hereof in the name of Holdings.

As of the date hereof the authorized share capital of Tech is US$50,000.00 consisting of 50,000 shares of US$1.00 each. 100 shares of Tech
are issued and outstanding as of the date hereof in the name of Holdings (together, for Holdings, Trading and Tech, the “Purchased Shares”).

All of the Purchased Shares, including all Purchased Shares issued prior to the Closing Date has been and will be duly authorized and are and
will be validly issued, fully paid and nonassessable. The Seller is and immediately prior to the Closing will, directly or indirectly, be the legal,
record and beneficial owners of One Hundred Percent (100%) of the Purchased Shares, and such Purchased Shares is and immediately prior to
the Closing will be owned free and clear of any Liens whatsoever, including, without limitation, claims or rights under any voting trust
agreements, shareholder agreements or other agreements. The Purchased Shares represents One Hundred Percent (100%) of the issued and
outstanding shares of each Company, directly with respect to Holdings and indirectly with respect to Trading and Tech. Each Company has no
investment or equity interest in any other Person. None of the Purchased Shares was or will be issued in violation of any law, preemptive right,
right of first refusal or similar agreement. No written or oral agreement or understanding with respect to the disposition of the Purchased
Shares or any rights therein, other than this Agreement, exists.

5.8      Rights, Warrants, Options. There are no options, warrants or other rights, arrangements or commitments of any character to
which either Company is a party or by which either Company is bound relating to the issued or unissued shares of such Company or obligating
such Company to issue or sell any shares, or other equity interests in, such Company. There are no outstanding obligations of either Company
to redeem or otherwise acquire any of the Purchased Shares and there are no outstanding contractual obligations of either Company to provide
funds to, or make any investment (in the form of a loan, capital contribution or otherwise) in, any other Person.

5.9      Financial Statements. Schedule 5.9 includes a true and complete copy of the unaudited balance sheet of each Company as of
December 31, 2018 and 2019, and the unaudited consolidated profit and loss statement, statement of cash flow and statement of changes in
shareholders’ equity of each Company for the period ending on such dates, certified by such Company’s chief executive officer (collectively,
the “Financial Statements”). The Financial Statements: (a) have been prepared in accordance with the books of account and records of each
Company; (b) fairly present, and are true, correct and complete statements in all material respects of the consolidated financial condition of
each Company and the results of its operations at the dates and for the periods specified in those statements; and (c) have been prepared in
accordance with GAAP consistently applied with prior periods. In addition, Schedule 5.9 includes the Financial Statements delivered in
accordance with GAAP. The Closing Trial Balance will (a) be prepared in accordance with the books of account and records of each Company
and delivered on an estimated basis in accordance with GAAP and (b) fairly present, and are true, correct and complete statements in all
material respects of the consolidated financial condition of each Company as the Closing Date.

5.10   Absence of Undisclosed Liabilities. As of the Closing Date, each Company has no debts, claims, Liabilities, commitments or
obligations of any nature whatsoever, whether accrued, absolute, contingent or otherwise, other than as provided for in this Agreement or
disclosed and accrued for or reserved against in the Financial Statements or in the Closing Trial Balance. There is no basis for assertion against
either Company of any such debt, claim, Liability, commitment, obligation or loss. For the avoidance of doubt, the Seller acknowledges that
Buyer is not assuming any such debts, claims, Liabilities, commitments, obligations or losses not disclosed and accrued for or reserved against
in the Closing Trial Balance, and Buyer will be indemnified for such pursuant to Section 7.4.

5.11   Compliance with Laws.

(a)            Each Company is in compliance with all Laws applicable to it or its properties or has made all necessary filings to be in
compliance with all such Laws, including, without limitation, those relating to (i) the development, testing, manufacture, packaging and
labeling of products, (ii) employment, occupational safety and employee health, (iii) building, zoning and land use; and (iv) the Foreign
Corrupt Practices Act and all applicable anti-bribery, anti-kickback and related laws and regulations. No Company has received notification
from any governmental or regulatory authority asserting that it is not in compliance with or has violated any of the Laws which such
governmental or regulatory authority enforces, or threatening to revoke any authorization, consent, approval, franchise, license, or permit, and
each Company is not subject to any agreement or consent decree with any governmental or regulatory authority arising out of previously
asserted violations.

(b)           Each Company has at all times been in compliance with all legal requirements applicable to it, relating to export control, trade
embargoes, and anti-boycott prohibitions. No product sold or services provided by any Company during the last five (5) years has been,
directly or indirectly, sold to or performed on behalf of any country subject to the restricted list of the Office of Foreign Assets Control
Regulations (OFAC), or International Traffic In Arms Regulations (ITAE), or similar restrictions of the United States, including Cuba, Iraq,
Iran, Libya or North Korea or customers in such countries.

5.12   Legal Proceedings. (a) No Company is a party to any pending or threatened legal, administrative or other proceeding, arbitration,
mediation, out-of-court settlement negotiation or investigation, and (b) no Person who is or was within the last five years a director or officer
of either Company is a party to any pending, or threatened, legal, administrative or other proceeding, arbitration, mediation, out-of-court
settlement negotiation or investigation in their capacity as directors or officers of such Company, which adversely affects such Company. No
Company is subject to any order, writ, injunction, decree or other judgment of any court. No Company is subject to any decree or other similar
judgment of any governmental authority. There are no suits or proceedings pending or threatened before any court or by or before any
governmental or regulatory authority, commission, or agency or public regulatory body against Seller which, if adversely determined, would
interfere with Seller’s ability to consummate the transactions contemplated hereby.



5.13   Title to and Condition of Personal Property.

(a)            Each Company has and will have good and marketable title or leasehold interest to each item of equipment and other personal
property worth more than $10,000 included as an asset in the Closing Trial Balance and/or used in connection with the operation of its
business.

(b)           The buildings, structures, appurtenances, leasehold improvements, equipment, machinery, rolling stock and other tangible
property owned or used by each Company (i) are not, and as of the Closing Date, will not be in need of substantial maintenance or repairs
(except for ordinary or routine maintenance or repairs), (ii) are, and as of the Closing Date will be, free of structural or non-structural defects,
and (iii) have access to adequate water, sewer, gas, telephone and electric utilities which are in good working order; in each instance as is
sufficient to conduct the business of such Company as currently conducted.

(c)            Each item of equipment, personal property and asset of each Company, included as an asset in the Closing Trial Balance and/or
used in connection with the operation of its business shall remain with such Company. The parties agree that Schedule 5.13(c) sets forth the full
and complete list of all assets owned by each Company as of the Closing Date. Except as set forth on such Schedule 5.13(c), none of the items
of equipment, personal property and assets included therein was imported under a temporary import or similar regulatory regime that would
restrict the transfer, or would cause either Company to owe additional Taxes as a result of the transfer, of such property.

5.14   Real Property.

(a)            Schedule 5.14(a) sets forth the street address of each parcel of real property leased by each Company (the “Real Property”).
Buyer has been delivered true and complete copies of all of the lease agreements relating to the Real Property. Each Company enjoys peaceful
and undisturbed possession of the Real Property.

(b)           No Company owns any real property.

(c)            All construction and improvements made on the Real Property are, as of the Closing Date, not in need of substantial repairs
except for ordinary or routine maintenance or repairs.

(d)           Tech is exempted from Customs Import Duties and impositions and operates in the Special Economic Zone pursuant to the
Special Economic Zones Law of the Caymans Island under Identification No. 101259659, which is in full force and effect. There is no action
or proceeding by any governmental or regulatory authority pending or, to the Knowledge of Tech, threatened seeking the revoke or suspend
the exemption from Customs import duties and impositions.

5.15   Governmental Authorizations. Each Company has all authorizations, consents, approvals, franchises, licenses and permits
required under applicable Law for the ownership of such Company’s properties and operation of its business as presently operated (the
“Permits”). No suspension, nonrenewal or cancellation of any of the Permits is pending or, to any Seller’s Knowledge, threatened, and there is
no reasonable basis therefor. Neither Company is in conflict with, or in default or violation of any Permits.

5.16   Compliance with Environmental Laws. Each Company is in compliance with all applicable Environmental Laws. Except as set
forth in Schedule 5.16, there have been no governmental claims, citations, notices of violation, judgments, decrees or orders issued against
either Company for impairment or damage, injury or adverse effect to the environment or public health and there have been no private
complaints with respect to any such matters. There is no condition relating to any properties of either Company that would require any type of
remediation, clean-up, response or other action under applicable Environmental Laws and each Company has complied with Environmental
Laws in the generation, treatment, storage and disposal of toxic and hazardous substances, as defined under any applicable Environmental
Laws.

5.17   Employment Matters.

(a)        There are no employment, consulting, severance or indemnification arrangements, arrangements which contain change of
control provisions, agreements, or understandings between either Company and any officer, director, consultant or employee. Schedule 5.17(a)
contains the names, job descriptions and annual salary rates and other compensation of all officers, directors, employees and consultants of
each Company (including compensation paid or payable by such Company under the Plans (as hereafter defined)), and a list of all employee
policies (written or otherwise), employee manuals or other written statements of rules or policies concerning employment, including working
conditions, vacation and sick leave, a complete copy of each of which (or a description, if unwritten) has been delivered to Buyer.

(b)       Each Company has complied with all applicable employment Laws, including payroll and related obligations, benefits, and
social security, and does not have any obligation in respect of any amount due to employees of such Company or government agencies, other
than normal salary, other fringe benefits and contributions accrued but not payable on the date hereof.

( c )       Schedule 5.17(c) sets forth a complete list of all pension, retirement, share purchase, share bonus, share ownership, share
option, profit sharing, savings, medical, disability, hospitalization, insurance, deferred compensation, bonus, incentive, welfare or any other
material employee benefit plan, policy, agreement, commitment, arrangement or practice currently or previously maintained by each Company
for any of its directors, officers, consultants, employees or former employees (the “Plans”).

Without limiting the generality of Section 5.11, each Plan has been administered in accordance with its terms and applicable Law. With
respect to the Plans, (i) no event has occurred and there exists no condition, facts or circumstances, which could give rise to any liability of
either Company under the terms of such Plans or any applicable Law, (ii) each Company has paid or accrued all amounts required under
applicable Law and any Plan to be paid as a contribution to each Plan through the date hereof, (iii) each Company has set aside adequate



reserves to meet contributions which are not yet due under any Plan, (iv) the fair market value of the assets of each funded Plan, the liability of
each insurer for any Plan funded through insurance or the book reserve established for any Plan, together with accrued contributions, is
sufficient to procure or provide for the accrued benefit obligations, as of the Closing Date, with respect to all current and former participants in
such Plan according to the actuarial assumptions and valuations most recently used to determine employee contributions to such Plan and no
transaction contemplated by this Agreement shall cause such assets or insurance obligations to be less than such benefit obligations, and (v)
each Plan required to be registered has been registered and has been maintained in good standing with applicable regulatory authorities.

On or after the date hereof, no Plan has been, or will be, (i) terminated, (ii) amended in any manner which would directly or indirectly
increase the benefits accrued, or which may be accrued, by any participant thereunder or (iii) amended in any manner which would materially
increase the cost to either Company or Buyer of maintaining such Plan. No Plan provides retiree medical or retiree insurance benefits to any
Person. Except as disclosed or noted in the Financial Statements, there are no amounts due or owing to any employee of either Company for
any accrued salary, remuneration, compensation and/or benefit, including, without limitation, amounts due for accrued vacation, sick leave or
commissions.

5.18   Labor Relations. There is no strike or dispute pending or threatened involving any employees of either Company. None of the
employees of either Company is a member of any labor union and neither Company is a party to, otherwise bound by, or threatened with any
labor or collective bargaining agreement. None of the employees of either Company are known to be engaged in organizing any labor union or
other employee group that is seeking recognition as a bargaining unit. Without limiting the generality of Section 5.11, (a) no unfair labor
practice complaints are pending or threatened against either Company, and (b) no Person has made any claim, and there is no basis for any
claim, against either Company under any statute, regulation or ordinance relating to employees or employment practices, including without
limitation those relating to age, sex and racial discrimination, conditions of employment, and wages and hours.

5.19   Contracts.

(a)            Schedule 5.19 sets forth a list of all material written agreements, arrangements or commitments to which each Company is a
party or by which any of its assets is bound or affected (all such contracts, agreements, arrangements or commitments as are required to be set
forth on Schedule 5.19 being referred to herein collectively as the “Contracts”), including, without limitation with respect to each Company:

(b)           each partnership, joint venture or similar agreement of such Company with another Person;

(c)            each contract or agreement under which such Company has created, incurred, assumed or guaranteed (or may create, incur,
assume or guarantee) indebtedness of more than US$25,000 in principal amount or under which such Company has imposed (or may impose) a
Lien on any of its assets, whether tangible or intangible securing indebtedness in excess of US$25,000;

(d)           each contract or agreement which involves an aggregate payment or commitment per contract or agreement on the part of such
Company of more than US$25,000 per year;

(e)            each contract or agreement which involves or contributes to such Company, aggregate annual remuneration which exceeds 5% of
such Company’s consolidated annual net revenues for the twelve months ended December 31, 2018 and 2019;

(f)            all leases and subleases from any third person to such Company, in each case requiring annual lease payments in excess of
US$25,000;

(g)           each contract or agreement to which such Company or any of its Affiliates is a party limiting the right of such Company (i) to
engage in, or to compete with any person in, any business, including each contract or agreement containing exclusivity provisions restricting
the geographical area in which, or the method by which, any business may be conducted by such Company or (ii) to solicit any customer or
client;

(h)           fire, casualty, liability, title, worker’s compensation and all other insurance policies and binders maintained by such Company;

(i)             all collective bargaining or other labor union contracts or agreements to which such Company is a party or applicable to persons
employed by such Company;

(j)             all licenses, licensing agreements and other agreements providing in whole or part for the use of any Intellectual Property of such
Company; and

(k)           all other contracts or agreements which individually or in the aggregate are material to such Company or the conduct of its
business, other than those which are terminable upon no more than 30 days’ notice by such Company without penalty or other adverse
consequence.

Schedule 5.19 further identifies each of the Contracts which contain anti-assignment, change of control or notice of assignment
provisions. The Contracts are each in full force and effect and are the valid and legally binding obligations of each Company which is a party
thereto and are valid and binding obligations of the other parties thereto. To the Knowledge of the Seller and the Companies, no Company is a
party to, nor is its business or any of its assets bound by, any oral agreement. No Company is in default under its Organizational Documents or
in default under any Contract to which it is a party, and no event has occurred which with the giving of notice or lapse of time or both would
constitute such a default.

5.20   Tax Matters. Except as set forth on Schedule 5.20:



(a)            All Tax Returns required to be filed on or before the Closing Date by or with respect to the Companies and their Subsidiaries
have (or by the Closing Date will have) been duly filed or the time for filing such Tax Returns shall have been validly extended to a date after
the Closing Date.  Except for Taxes reflected or reserved against in the Financial Statements, the Companies and their Subsidiaries have paid
all Taxes due and with respect to Taxes not yet due, all such Taxes not yet paid have been appropriately reserved against in accordance with
GAAP. Neither the Companies nor their Subsidiaries is subject to any joint venture, partnership, or other arrangement or Contract which is
treated as a partnership for federal income tax purposes.  Neither the Companies nor their Subsidiaries is a party to any tax sharing agreement.

(b)           As of the date hereof, there is no agreement or other document extending, or having the effect of extending, the period of
assessment or collection of any Taxes of the Companies or their Subsidiaries, and no power of attorney with respect to any such Taxes, has
been executed or filed with the IRS or any other taxing authority that remains in force.

(c)            During the last 5 years there has been no and as of the date hereof there are no presently pending audits or other administrative
proceedings or court proceedings with respect to any Taxes of the Companies or their Subsidiaries.  No claim has ever been made by a
governmental entity in a jurisdiction where a Company does not file a Tax Return that any of the Companies is or may be subject to taxation by
that jurisdiction. 

(d)           All Taxes required to be withheld by the Companies or their Subsidiaries have been duly and timely withheld, and such withheld
Taxes have been duly and timely paid to the appropriate governmental entity.

(e)            There are no Tax liens upon the assets of the Companies or their Subsidiaries except liens for Taxes not yet due and payable.

(f)            The Companies and the Subsidiaries do not have any potential liability for Tax.

5.21   Guaranties. No Company is a party to any guaranty, and no Person is a party to any guaranty for the benefit of either Company.

5.22   Insurance. Set forth on Schedule 5.22 is a list of all insurance policies providing insurance coverage of any nature to each
Company. Each Company has previously delivered to Buyer a true and complete copy of all of such insurance policies as amended. Such
policies are sufficient for the compliance by each Company with all requirements of Law and all Contracts. All of such policies are in full force
and effect and are valid and enforceable in accordance with their terms, and each Company has complied with all terms and conditions of such
policies, including the payment of premium payments. None of the insurance carriers has indicated to any Company an intention to cancel any
such policy. No Company has any claim pending or anticipated against any of the insurance carriers under any of such policies and there has
been no actual or alleged occurrence of any kind which may give rise to any such claim.

5.23   Inventories. The inventories of each Company shown on the balance sheets included in the Financial Statements and the
inventories of each Company as of the Closing Date are stated and will be stated at not more than the lower of cost (on a first-in first-out basis)
or market, and are fit for their particular use, do not and will not include any items below standard quality, defective, damaged or spoiled,
obsolete or of a quality or quantity not usable or salable in the ordinary course of the business of each Company as currently conducted or any
items whose expiration date has passed or will pass within twelve months of the date hereof and of Closing (which, with respect to items which
do not have an expiration date, shall in any event not include quantities of items not usable or salable within twelve months from the date
hereof), the value of which has not been fully written down or reserved against in the Financial Statements. Each Company has and will
continue to have adequate quantities and types of inventory to enable it to conduct its business consistent with past practices and anticipated
operations. Schedule 5.23 sets forth a list of all of each Company’s inventory as of the Closing Date.

5.24   Regulatory Compliance.

(a)            Each Company is in compliance with all applicable Laws, rules, regulations, and policies administered or enforced by the U.S.
FAA, any state or municipality and similar agencies in which such Company’s products or services are offered or sold, and any other
governmental entity that regulates the development of UAV or educational products in any jurisdiction, including, without limitation, relating
to state or federal anti-kickback sales and marketing practices, insurance and bonding, advertising and promotion, pre- and post-marketing
reporting, and all other pre- and post-marketing reporting requirements, as applicable.

(b)           Schedule 5.24(b) lists each product developed, manufactured, licensed, distributed or sold by each Company (collectively, the
“Products”). Each Product manufactured by or on behalf of each Company has been manufactured in accordance with (i) the product
registration applicable to such Product, (ii) the specifications under which the Product is normally and has normally been manufactured, (iii)
the applicable provisions of current “CE” or “UL” good manufacturing practices or other governmental authority and (iv) without limiting the
generality of Section 5.11, the provisions of all applicable Laws.

(c)            Each Company has obtained all registrations or submissions required for the Products and all amendments and supplements
thereto, and all other Permits required by the FAA to conduct the business as it is currently conducted (the “ Regulatory Approvals”). All of the
Regulatory Approvals have been duly and validly issued and are in full force and effect, and each Company is in compliance with each such
permit held by or issued to it. Except as listed on Schedule 5.24(c), each Company is the sole and exclusive owner of the Regulatory Approvals
and holds all right, title and interest in and to all such Regulatory Approvals. Neither Company has granted any third party any right or license
to use, access or reference any of the Regulatory Approvals, including without limitation, any of the know-how contained in any of the
Regulatory Approvals or rights (including any regulatory exclusivities) associated with each such Regulatory Approvals.

(d)           There is no action or proceeding by any governmental or regulatory authority pending or, to the Knowledge of each Company,
Seller or any of their Affiliates, threatened seeking the recall of any of the Products or the revocation or suspension of any Regulatory
Approval. Each Company has made available to Buyer complete and correct copies of all Regulatory Approvals. In addition, (i) each Company
has made available to Buyer a complete and correct copy of the Product Data; (ii) to the Knowledge of the Companies and the Seller, all laws



and regulations applicable to the preparation and submission of the Regulatory Approvals to the relevant regulatory authorities have been
complied with; (iii) to the Knowledge of the Companies and the Seller, each Company has filed with the relevant regulatory authorities all
required notices, supplemental applications, and annual or other reports, including adverse experience reports, with respect to the Regulatory
Approvals.

(e)            There exist no set of facts: (i) which could furnish a basis for the recall, withdrawal or suspension of any product registration,
product license, manufacturing license, wholesale dealers license, export license or other license, approval or consent of any domestic or
foreign governmental or regulatory authority with respect to either Company or any of the Products; or (ii) which could furnish a basis for the
recall, withdrawal or suspension of any Product from the market, the termination or suspension of any testing of any Product, or the change in
marketing classification of any Product.

(f)            Except as set forth in Schedule 5.24(h), all Products which have been sold through either Company have been merchantable and
free from defects in material or workmanship for the term of any applicable warranties and under the conditions of any express or implied
specifications and warranties arising under Law and as set forth in the specific order. Except as disclosed in Schedule 5.24(h) hereto, neither
Company has received any claims based on alleged failure to meet the specifications or breach of product warranty arising from any applicable
manufacture or sale of their Products.

(g)           As of the Closing Date, all Product Inventory will conform to the specifications therefor contained in the Regulatory Approvals
and to the Regulatory Approvals and with the requirements of all applicable governmental or regulatory authorities, and is capable of
maintaining such until the expiration date therefor.

(h)           Each Company is and has been in compliance with all Laws requiring the maintenance or submission of reports or records under
requirements administered by the FAA or any other governmental authority. No Company, nor any of their respective employees or agents,
have made an untrue or fraudulent statement to the FAA or any other applicable governmental authorities, or in any records and documentation
prepared or maintained to comply with the applicable Laws, or failed to disclose a fact required to be disclosed to the FAA or any other similar
governmental authorities.

(i)             No Company nor Seller has been convicted of any crime or engaged in any conduct that could result or resulted in debarment,
exclusion or disqualification by the FAA or any other governmental authority and there are no proceedings pending or, to the Knowledge of
either Company or Seller, threatened that reasonably might be expected to result in criminal or civil liability or debarment, exclusion or
disqualification by the FAA or any other governmental authority. No Company has received written notice of or been subject to any other
enforcement action involving the FAA or any other governmental authorities, including any suspension, consent decree, notice of criminal
investigation, indictment, sentencing memorandum, plea agreement, court order or target or no-target letter, and none of the foregoing are
pending or, to any Company’s or Seller’s Knowledge, threatened in writing against any Company.

(j)             Each Company has security measures and safeguards in place to protect Personally Identifiable Information it collects from
customers and other parties from illegal or unauthorized access or use by its personnel or third parties or access or use by its personnel or third
parties in a manner that violates the privacy rights of third parties. To the knowledge of Seller, the Companies have complied in all material
respects with all Applicable Laws relating to privacy and consumer protection and neither has collected, received, stored, disclosed, transferred,
used, misused or permitted unauthorized access to any information protected by Applicable Laws related to privacy, whether collected directly
or from third parties, in an unlawful manner. The Companies have taken all reasonable steps to protect Personally Identifiable Information
against loss or theft and against unauthorized access, copying, use, modification, disclosure or other misuse.

(k)           Neither Company is party to any corporate integrity agreements, monitoring agreements, consent decrees, settlement orders or
similar agreements with or imposed by any governmental authority.

(l)             True and complete copies of all information, data, protocols, study reports, safety reports and/or other relevant documents and
materials have been made available to Buyer.

5.25   Intellectual Property Rights.

(a)            Schedule 5.25 sets forth a complete and correct list of all Intellectual Property that is owned by each Company and the
Intellectual Property that each Company has a license, sublicense or other permission to use. Except as set forth in Schedule 5.25, each
Company owns all right, title and interest in and to, or has a license, sublicense or other permission to use, all of the Intellectual Property, free
and clear of all Liens or other encumbrances. All necessary registration, maintenance and renewal fees in connection with such Intellectual
Property have been paid and all necessary documents and certificates in connection with such Intellectual Property have been filed with the
relevant copyright, trademark or other governmental or regulatory authorities for the purposes of maintaining such Intellectual Property.

(b)           The Intellectual Property constitutes all patents and patent applications, and technology, know-how and information owned or
licensed to each Company relating to the manufacture, use or sale of the Products. There have been no claims made against either Company or
any of their respective Affiliates asserting the invalidity, abuse, misuse, or unenforceability of any of the Intellectual Property, and, to the
Knowledge of each Company and Seller, no grounds for any such claims exist. No Company, Seller nor any of their respective Affiliates has
made any claim of any violation or infringement by others of its rights in the Intellectual Property, and, to the Knowledge of each Company,
Seller and its respective Affiliates, no grounds for any such claims exist. Neither each Company, Seller nor any of its respective Affiliates has
received any notice that it is in conflict with or infringing upon the asserted rights of others in connection with the Intellectual Property and, to
the Knowledge of each Company, Seller and their respective Affiliates, the use of the Intellectual Property by each Company, Seller or any of
its Affiliates is not infringing and has not infringed upon any rights of any other Person. No interest in any of the Intellectual Property has been
assigned, transferred, licensed or sublicensed by either Company or any of their respective Affiliates to any Person. No Company, neither Seller



nor any of its respective Affiliates has Knowledge of any act or failure to act by any of them or any of their respective directors, officers,
employees, attorneys or agents during the prosecution or registration of, or any other proceeding relating to, any of the Intellectual Property or
of any other fact which could render invalid or unenforceable, or negate the right to issuance of any of any of the Intellectual Property.

(c)            Each Company has taken reasonable steps to protect the confidentiality and value of all trade secrets and any other confidential
information that are owned, used, or held by such Company in confidence, including entering into licenses and Contracts that require
employees, licensees, contractors, and other Persons with access to trade secrets or other confidential information to safeguard and maintain the
secrecy and confidentiality of such trade secrets. To the Knowledge of each Company and Seller, such trade secrets have not been used,
disclosed to, or discovered by any Person except pursuant to valid and appropriate non-disclosure, license, or any other appropriate Contract
which has not been breached.

5.26   Power of Attorney. Neither Company has issued, granted or executed any powers of attorney on behalf of such Company which
is in force at the Closing Date, other than in connection with routine legal filings.

5.27   Agreed Aggregate Working Capital . As of the Closing Date, the Companies will have, in the aggregate, at least One Dollar
(US$1.00) of Working Capital (the “Agreed Aggregate Working Capital ”), of which at least One Dollar (US$1.00) will consist of cash and
cash equivalents on hand.

5.28   Absence of Material Adverse Effects. Since December 31, 2017, each Company has conducted its business only in the ordinary
and usual course and in a manner consistent with past practices and, since such date there has been no Material Adverse Effect and such
Company has not engaged or agreed to engage in any actions described in Section 8.1(b)(i)–(xxiii).

5.29   Accounts and Notes Receivable and Payable. Set forth on Schedule 5.29 is a true and complete aged list of unpaid accounts and
notes receivable owing to and owed by each Company as of the date hereof. All of such accounts and notes receivable and payable constitute
bona fide, valid and binding claims arising in the ordinary course of such Company’s business. Except as set forth on Schedule 5.29, there is
no agreement for deduction, free goods, discounts, or other deferred price or adjustment to such receivables. Except as set forth on Schedule
5.29, (i) all receivables owing to each Company are less than ninety (90) days old, are fully collectible and (ii) will be collected in the ordinary
course of business.

5.30   Related Parties. Except as disclosed in Schedule 5.30, neither Seller, nor any other officer, director, or employee of either
Company, or any of their respective spouses or family Seller has, directly or indirectly, (a) any ownership interest in, or is a director, officer,
employee, consultant or agent of, any Person which is a competitor, supplier or customer of either Company; (b) any ownership interest in any
property or asset, tangible or intangible, including any Intellectual Property, used in the conduct of either Company’s business; (c) any interest
in or is, directly or indirectly, a party to, any Contract; (d) any contractual or other arrangement with either Company, or any competitor,
supplier or customer of either Company; (e) any cause of action or claim whatsoever against, or owes any amount to, either Company or (f) any
Liability to either Company. Except as disclosed in Schedule 5.30, neither Company nor any Subsidiary thereof has any Liability to Seller.

5.31        Banks. Schedule 5.31 sets forth (i) the name of each bank, trust corporation or other financial institution and stock or other
broker with which each Company has an account, credit line or safe deposit box or vault, (ii) the names of all Persons authorized to draw
thereon or to have access to any safe deposit box or vault, (iii) the purpose of each such account, safe deposit box or vault, and (iv) the names
of all Persons authorized by proxies, powers of attorney or other like instrument to act on behalf of each Company in matters concerning their
business or affairs. Except as otherwise set forth in Schedule 5.31, no such proxies, powers of attorney or other like instruments are irrevocable.

5.32        Accuracy of Information Furnished. To the knowledge of Seller, no representation, statement or information contained in this
Agreement (including the various exhibits attached hereto) or any agreement executed in connection herewith or in any certificate or other
document delivered pursuant hereto or thereto or made or furnished to Buyer or its representatives by any Company or Seller, contains or shall
contain any untrue statement of a material fact or omits or shall omit any material fact necessary to make the information contained herein and
therein not misleading. Copies of all documents listed or described in the various exhibits attached hereto and provided by any Company or
Seller to Buyer are true, accurate and complete.

ARTICLE 6

ADDITIONAL AGREEMENTS

6.1      Noncompetition.

(a)            The Seller acknowledges that in order to assure Buyer that Buyer will retain the value of each Company as a “going concern,”
the Seller (on its own behalf and on behalf of each of its Affiliates) agrees not to utilize their special knowledge of the business of any
Company and their relationships with customers, suppliers and others to compete with either Parent, and of its Subsidiaries, or any Company in
a Prohibited Business. For a period of three (3) years beginning on the Closing Date (the “Noncompete Period”), neither Seller nor any of
Seller’s Affiliates shall engage or have an interest in (directly or indirectly) any entity that is engaged in a Prohibited Business anywhere in the
United States or any other geographic area where Parent, any of its Subsidiaries, or any Company does business, alone or in association with
others, as principal, officer, agent, employee, director, partner or shareholder, or through the investment of capital, lending of money or
property, rendering of services or otherwise. “Prohibited Business” means engaging in any activities in providing products, services and
solutions to the drone industry, first person view (“FPV”) business, and software solutions that provide analytics, storage or services for or in
conjunction with the drone industry in the geographical area in which Parent, and Subsidiary or any Company conducts such business as of the
Closing Date. Seller acknowledges and agrees that the limitations imposed by this Section 6.1 as to time, geographical area, and scope of
activity being restrained are reasonable and do not impose a greater restraint than is necessary to protect the goodwill or other business interests
of Parent, any Subsidiary and the Companies.



(b)           During the Noncompete Period, except in connection with services to a Company, neither Seller nor any of Seller’s successors,
assigns or Affiliates shall, knowingly or intentionally, permit any of their respective directors, officers, employees, agents or others under its or
their control to, directly or indirectly, (i) call upon, accept business from, or solicit the business of any Person who is, or who had been at any
time during the preceding two (2) years, a customer of any Company, or otherwise divert or attempt to divert sales from any Company or any
such successor; or (ii) recruit or otherwise solicit or induce any person who is an employee of, independent contractor or otherwise engaged by,
any Company or any successor to the business of any Company to terminate his or her employment or other relationship with any Company or
such successor, or hire any person who has left the employ of any Company or any such successor during the preceding two (2) years. Except
in connection with services to any Company, Seller shall at any time, directly or indirectly, use or purport to authorize any Person to use any
name, mark, logo, trade dress or other identifying words or images which are the same as or similar to those used currently or in the past by
Parent any of its Subsidiaries, or any Company in connection with any product or service, whether or not such use would be in a business
competitive with that of Parent, any of its Subsidiaries or any Company.

(c)            Notwithstanding anything herein to the contrary, the provisions of Section 6.1(a) and Section 6.1(b) shall terminate and be of no
force and effect in the event the Secured Note is not paid in full on or prior to the maturity date thereof.

6.2      Confidentiality. Seller acknowledges that all confidential or proprietary information with respect to the business and operations of
each Company is valuable, special and unique. Seller shall not, at any time before or after the Closing Date (except as required in connection
with his services to either Company) disclose, directly or indirectly, to any Person, or use or purport to authorize any Person to use any
confidential or proprietary information with respect to any Company, Parent and of Parent’s Subsidiaries or Buyer, whether or not for Seller’s
own benefit, without the prior written consent of Parent, including without limitation, information as to the financial condition, results of
operations, customers, suppliers, products, products under development, inventions, sources, leads or methods of obtaining new products or
business, pricing methods or formulas, cost of supplies, marketing strategies or any other information relating to any Company, Parent and of
Parent’s Subsidiaries which could reasonably be regarded as confidential, but not including information which is or shall become generally
available to the public other than as a result of an unauthorized disclosure by Seller or a Person to whom Seller has provided such information.
Seller acknowledges that Parent and Buyer would not enter into this Agreement without the assurance that all such confidential and proprietary
information will be used for the exclusive benefit of Parent, Buyer and the Companies.

6.3      Continuing Obligations. The restrictions set forth in Sections 6.1 and 6.2 are considered by the parties to be reasonable for the
purposes of protecting the value of the business and goodwill of each Company, Parent and Buyer. Parent, Buyer and Seller acknowledge that
Parent and Buyer would be irreparably harmed and that monetary damages would not provide an adequate remedy in the event the covenants
contained in Sections 6.1 and 6.2 were not complied with in accordance with their terms. Accordingly, Parent, Buyer and Seller agree that any
breach or threatened breach of any provision of Sections 6.1 and 6.2 shall entitle Parent and Buyer to injunctive and other equitable relief,
without requirement of posting a bond or other surety, to secure the enforcement of these provisions, in addition to any other remedies which
may be available to Parent and Buyer, and that Parent and Buyer shall be entitled to receive from the breaching parties reimbursement for all
attorneys’ fees and expenses incurred by Parent and Buyer in enforcing these provisions. In addition to its other rights and remedies, Parent and
Buyer shall have the right to require any party who breaches any of the covenants contained in Sections 6.1 and 6.2 to account for and pay over
to Parent and Buyer all compensation, profits, money, accruals and other benefits derived or received, directly or indirectly, by such breaching
party from the action constituting such breach. If a party breaches the covenants set forth in Section 6.1, the running of the Noncompete Period
shall be tolled with respect to such party for so long as such breach continues. It is the desire and intent of the parties that the provisions of
Sections 6.1, 6.2 and 6.3 be enforced to the fullest extent permissible under the laws and public policies of each jurisdiction in which
enforcement is sought. If any provisions of Sections 6.1, 6.2 and 6.3 relating to the time period, scope of activities or geographic area of
restrictions is declared by a court of competent jurisdiction to exceed the maximum permissible time period, scope of activities or geographic
area, the maximum time period, scope of activities or geographic area, as the case may be, shall be reduced to the maximum which such court
deems enforceable. If any provisions of Sections 6.1, 6.2 and 6.3 other than those described in the preceding sentence are adjudicated to be
invalid or unenforceable, the invalid or unenforceable provisions shall be deemed amended (with respect only to the jurisdiction in which such
adjudication is made) in such manner as to render them enforceable and to effectuate as nearly as possible the original intentions and agreement
of the parties.

6.4      Investment Intent; Accredited Investor Status; Restrictions on Sale; Registration of Securities.

(a)            Seller represents that it has such knowledge and experience in business or financial matters that it is capable of evaluating the
merits and risks of an investment in the Stock Consideration. Seller understands and acknowledges that the Stock Consideration has not been
registered with the SEC and that Seller may not sell, transfer or otherwise dispose of all or any portion of the Stock Consideration except (i) in
accordance with the provisions of Rule 144 under the Securities Act, (ii) pursuant to an effective registration statement under the Securities Act
or (iii) upon receipt by Buyer of an opinion of counsel acceptable to Buyer to the effect that such sale, transfer or disposition is otherwise
exempt from registration under the Securities Act. Certificates representing the Stock Consideration shall bear a restrictive legend.

(b)           In order to induce Parent and Buyer to enter into this Agreement and consummate the transactions contemplated hereby, Seller
hereby agrees that it will not, except in connection with a Qualified Financing, and will not permit any of its successors or assigns to offer,
pledge, sell, contract to sell, assign or otherwise transfer or dispose of, directly or indirectly (collectively, a “Disposition”) for a two (2) year
period beginning on the Closing Date (the “Lock-Up Period”), all of the shares of the Stock Consideration issuable in the transaction to Seller
(the “Locked-Up Shares”); provided, however, that (i) the Seller shall be permitted to sell an aggregate of up to the greater of twenty (20%)
percent or One Million Dollars ($1,000,000) of the Parent Common Stock not subject to Escrow paid as part of the Purchase Price prior to the
twelve (12) month anniversary of the Closing in privately negotiated transactions, subject in each case to compliance with applicable securities
law requirements (the “Initial Leak Out Shares”) and a joinder agreement under which the purchaser agrees to be bound by the provisions of
this Section 6.4(b), and (ii) Seller is permitted to Dispose of no more than Ten Percent (10%) of the average daily volume during the prior ten
(10) trading days as reported on the Approved Exchange (net of the Initial Leak Out Shares) following the first year of the Lock-Up Period.
The foregoing restriction is also expressly agreed to preclude Seller from engaging in any hedging or other transaction which is designed to or



reasonably expected to lead to or result in a Disposition of the Stock Consideration during the Lock-Up Period, other than as permitted in this
Section 6.4. Such prohibited hedging or other transactions would include without limitation any short sale or any purchase, sale or grant of any
right (including without limitation any put or call option) with respect to any Stock Consideration or with respect to any security that includes,
relates to or derives any significant part of its value from the Stock Consideration.

(c)            At any time the Seller wishes to effect a Disposition of Initial Leak-Out Shares in one of more transactions, Seller shall deliver a
written notice to the Parent (“Transfer Notice”) specifying in reasonable detail the number of Initial Leak-Out Shares proposed to be disposed,
the identity of the proposed transferee (the “Transferee”), the price for such Initial-Leak Out Shares, and any other material terms of the
proposed Disposition. At any time on or prior to the fifteenth (15 th) business day after delivery of the Transfer Notice, the Parent, or its
assignee, may elect to acquire all or any portion of the Initial Leak-Out Shares proposed to be disposed from the Seller by delivering written
notice to the Seller, which shall state that the parties are electing to purchase the Initial Leak-Out Share on the terms and subject to the
conditions set forth in the Transfer Notice and shall include the proposed closing date (which must be no later than ninety (90) days following
the delivery of the Transfer Notice.

(d)           Seller agrees that in the event that Parent elects to engage an underwriter or placement agent in connection with a firm
commitment or best efforts public offering or private placement that Seller shall, at the request of Parent, agree to the terms for an offering by
Parent and inclusion of the Initial Leak-Out Shares in such offering, in whole or in part, as determined by Parent and such underwriter or
placement agent and to accept such price, net of selling commissions and pro-rata fees and expenses of the offering, as is agreed by Parent. In
the event that Seller declines to participate in such offering, the right of Seller to receive proceeds of a Qualified Financing provided by Section
2.2(c) hereof, shall terminate and be of no further force or effect.

(e)            In addition to the restrictions of Section 6.4 (a) and (b) hereof, in connection with any underwritten or best efforts registered
offering by the Parent of its equity securities pursuant to an effective registration statement filed under the Securities Act, Seller (and any
transferees) shall not sell, make any short sale of, loan, hypothecate, pledge, grant any option for the purchase of, or otherwise dispose or
transfer for value or otherwise agree to engage in any of the foregoing transactions with respect to, any Stock Consideration without the prior
written consent of the Parent or its underwriters. Such limitations shall be in effect for such period of time from and after the effective date of
such registration statement as may be requested by the Parent or such underwriters; provided, however, that in no event shall such period
exceed one hundred-eighty (180) days (or such other period as may be requested by the Company or an underwriter to accommodate
regulatory restrictions on (i) the publication or other distribution of research reports and (ii) analyst recommendations and opinions, including,
but not limited to, the restrictions contained in NASD Rule 2711(f)(4) or NYSE Rule 472(f)(4), or any successor provisions or amendments
thereto).

(f)            Seller and Parent agree that the provisions of Exhibit C annexed hereto shall apply to the Stock Consideration.

6.5      Change in Control Payments. Notwithstanding anything in this Agreement to the contrary, the Seller shall retain all liability with
respect to, and shall indemnify and hold harmless the Buyer, the Companies, and their respective Affiliates, for, any change in control payment,
severance payment, transaction bonus, retention bonus or similar payment to which any director, member, manager, employee or former
employee of the Companies may be entitled in connection with the transactions contemplated by this Agreement (whether contingent or
otherwise).

6.6      Tax Matters.

(a)            Intentionally omitted.

(b)           In the case of any taxable period that includes (but does not end on) the Closing Date (a "Straddle Period"), the amount of any
Taxes based on or measured by income or receipts of the Companies and their Subsidiaries for the portion of the Straddle Period ending on the
Closing Date shall be determined based on an interim closing of the books as of the close of business on the Closing Date (and for such
purpose, the taxable period of any partnership or other pass-through entity in which the Companies or Subsidiaries holds a beneficial interest
shall be deemed to terminate at such time) and the amount of other Taxes of the Companies for a Straddle Period that relates to the portion of
the Straddle Period ending on the Closing Date shall be deemed to be the amount of such Tax for the entire taxable period multiplied by a
fraction the numerator of which is the number of days in the taxable period ending on the Closing Date and the denominator of which is the
number of days in such Straddle Period.

(c)            From the date of this Agreement through and after the Closing Date, the Seller shall prepare and file as required by applicable
Law with the appropriate taxing authority (or cause to be prepared and filed) in a timely manner (i) all consolidated, combined, unitary,
affiliated or similar Tax Returns that include the Companies or any of their Subsidiaries, on the one hand, and any Seller or any Affiliate, on
the other hand, for all periods ending on or prior to the Closing Date and (ii) all other Tax Returns of the Companies and any of their
Subsidiaries that are required to be filed on or prior to the Closing Date and will provide Buyer such Tax Returns no later than 30 days prior to
the due date for filing such Tax Returns to provide Buyer with a meaningful opportunity to analyze and comment on such Tax Returns and for
such Tax Returns to be modified, as appropriate, before filing. Seller will consider any comments of Buyer relating to Tax Returns described in
the preceding sentence.

(d)           Buyer shall prepare and file as required by applicable Law with the appropriate taxing authority (or cause to be prepared and
filed) in a timely manner all Tax Returns of the Companies and their Subsidiaries, other than those described in Section 6.6(c).  Buyer shall
prepare any Tax Returns relating to Taxes for which the Seller may have an indemnification obligation to Buyer under this Agreement
consistent with the Seller’ recent past practices, except as otherwise required by applicable Law, and make any Tax Returns relating to Taxes
for which the Seller may have an indemnification obligation under this Agreement available for review by the Seller no later than 30 days prior
to the due date for filing such Tax Returns to provide the Seller with a meaningful opportunity to analyze and comment on such Tax Returns



and for such Tax Returns to be modified, as appropriate, before filing.  Buyer will consider any comments of the Seller relating to Tax Returns
described in the preceding sentence. 

(e)            After the Closing, Buyer and its Affiliates shall not amend any Tax Return of the Companies or their Subsidiaries that could
impact any Seller, including any indemnification obligation of the Seller pursuant to this Agreement, without the Seller’ consent, not to be
unreasonably withheld; provided however that Buyer and its Affiliates may file any such amendment that is required by Law or regulation to be
filed.

(f)            Buyer and the Seller shall (and shall cause their respective Affiliates to) (i) provide the other party and its Affiliates with such
assistance as may be reasonably requested in connection with the preparation of any Tax Return or any audit or other examination by any
taxing authority or any judicial or administrative proceeding relating to Taxes, which shall include Buyer’s obligation to provide the Seller,
consistent with past practice (including with respect to timing for delivery), the information needed for the preparation of all consolidated,
combined, unitary, affiliated or similar Tax Returns that include either of the Companies or any of their Subsidiaries, on the one hand, and any
Seller or any Seller Affiliate, on the other hand, through the Closing Date and (ii) retain (and provide the other party and its Affiliates with
reasonable access to) all records or information which may be relevant to such Tax Return, audit, examination or proceeding, provided that the
foregoing shall be done in a manner so as not to interfere unreasonably with the conduct of the business of the parties.  The Seller shall not
destroy any records or information relating to any Tax compliance matter or Tax liability of the Companies or any of their Subsidiaries without
first notifying Buyer and offering Buyer the opportunity to make copies or to take possession of such records or information.  Notwithstanding
the above, the Seller shall have no obligation to share with Buyer any consolidated, combined or unitary return or associated forms, documents
or workpapers, that include the Seller or any Seller Affiliate.

(g)           All refunds of Taxes (including interest actually received thereon from a relevant taxing authority) paid prior to the Closing, or
for which the Seller have provided indemnification pursuant to this Agreement shall be for the account of the Seller, and Buyer shall pay such
amounts, less Buyer’s reasonable out-of-pocket expenses, including professional fees, incurred in connection with obtaining any such refund
and less any Taxes incurred by Buyer, its Affiliates, the Companies or any of their Subsidiaries in connection with the receipt of any such
refund or interest, to the Seller if such refunds are received by Buyer, the Companies or any of their Subsidiaries.

(h)           All tax sharing agreements or similar agreements with respect to or involving the Companies or any of their Subsidiaries shall be
terminated as of the Closing Date and, after the Closing Date, the Companies and their Subsidiaries shall not be bound thereby or have any
liability thereunder.

(i)             The Seller shall be liable for all transfer, documentary, sales, use, stamp, registration, value added and other similar Taxes and
fees (including any penalties and interest) incurred in connection with transactions contemplated by this Agreement (including any real
property transfer tax and any similar Tax) (“Transfer Taxes”) and Seller shall, at their own expense, file all necessary Tax Returns and other
documentation with respect to all such Taxes, fees and charges, and, if required by applicable law, Buyer will, and will cause its affiliates to,
join in the execution of any such Tax Returns and other documentation.

6.7      Company Assets . Following Closing retirement of the Secured Note, without the consent of Seller, Buyer and Parent shall
preserve the assets of the Companies and shall not transfer or assign assets of the Companies (other than in the ordinary course of business) to
Buyer or Parent, until or any Affiliate.

6.8        Drag Along Rights. If Stockholders of Parent (the “Selling Stockholders”) holding a Stockholder Majority (as defined below)
propose to sell all their shares of Parent Common Stock to any unaffiliated or unrelated person in an arm’s length transaction then the Selling
Stockholders may elect to require (a “Drag-Along Right”) that Seller sell all of his shares of the Parent Common Stock in such sale
transaction(s) for the same price per share as the Selling Stockholders (a “Drag-Along Transaction”). If the Selling Stockholders desire to
exercise such Drag-Along Right, they shall give written notice to the Seller of the proposed Drag-Along Transaction giving rise to the Drag-
Along Right at least twenty (20) days prior to the consummation thereof (a “Drag-Along Notice”). The Drag-Along Notice shall set forth the
principal terms of such proposed transaction including the amount of Parent Common Stock to be sold by the Selling Stockholders, the price
per shares to be paid, the name and address of the prospective buyer and any other material terms and conditions (in reasonable detail)
pertaining to such proposed transfer, including without limitation, the proposed closing date (the “Drag-Along Terms”). If the Selling
Stockholders consummate the proposed transaction to which reference is made in the Drag-Along Notice, the Seller shall be bound and
obligated to sell all of his Parent Common Stock in the proposed transaction on the same terms and conditions as the Selling Stockholders. If
properly exercised, the Seller is hereby deemed to have consented to the transaction.

6.9         Tag Along . If Selling Stockholders holding a Stockholder Majority propose to sell a number of shares equal to a Stockholder
Majority to any unaffiliated or unrelated person in an arm’s length transaction (a “Tag-Along Transaction”) then the Selling Stockholders must
give written notice to the Seller of the proposed Tag-Along Transaction giving rise at least twenty (20) days prior to the consummation thereof
(a “Tag-Along Notice”). The Tag-Along Notice shall set forth the principal terms of such proposed transaction including the amount of Parent
Common Stock to be sold by the Selling Stockholders, the price per shares to be paid, the name and address of the prospective buyer and any
other material terms and conditions (in reasonable detail) pertaining to such proposed transfer, including without limitation, the proposed
closing date (the “Tag-Along Terms”). Within twenty (20) days after receipt of the Tag-Along Notice, Seller may elect by written notice to the
Selling Stockholders, to require that the Selling Stockholders include a pro rata portion of Seller’s Parent Common Stock in the Tag-Along
Transaction (the “Tag-Along Right”). The purchaser shall have the right to either increase the total number of shares of Parent Common Stock
being purchased or reduce the numbers of share being purchased form the Selling Stockholders by an amount necessary to include Seller’s
shares in the Tag-Along Transaction. If Seller exercises its Tag-Along Right, the Selling Stockholders may not consummate the proposed
transaction to which reference is made in the Tag-Along Notice, without including the Seller. Notwithstanding anything herein to the contrary,
a Tag-Along Transaction shall exclude a transaction in which an underwriter or placement agent proposes to offer or sell any shares in an
underwritten or best efforts offering unless Seller shall have complied with the Registration Provisions set forth on Exhibit C annexed hereto.



ARTICLE 7 

SURVIVAL; INDEMNIFICATION

7.1      Intentionally omitted.

7.2      Survival of the Representations and Warranties. The representations and warranties and indemnification obligations of the
Seller, the Companies and Buyer shall survive the Closing Date for a period of two (2) years from the Closing Date; provided, however, that
(i) the representations in Section 4.1 (Authorization; Enforceability), Section 4.2 (No Consent, Violation or Conflict), Section 4.5
(Capitalization), Section 4.6 (Rights, Warrants, Options ), Section 5.1 (Organization), Section 5.2 (Authorization; Enforceability); Section 5.3
(No Consent, Violation or Conflict), Section 5.7 (Capitalization) and 5.8 (Rights, Warrants, Options) shall survive indefinitely and (ii) the
representations and warranties set forth in Sections 5.16 (Compliance with Environmental Laws), 5.17 (Employment Matters) and 5.20 (Tax
Matters) shall survive the Closing Date until the expiration of the period specified in the applicable statute of limitations.

7.3      General Release. Other than for obligations of any Company for payment of the Purchase Price as set forth herein, Seller hereby
unconditionally and irrevocably releases and forever discharges, effective as of the Closing Date, each Company and its officers, directors,
employees and agents, from any and all rights, claims, demands, judgments, obligations, liabilities and damages, whether accrued or
unaccrued, asserted or unasserted, and whether known or unknown, relating to such Company which ever existed, now exist, or may hereafter
exist, by reason of any tort, breach of contract, violation of law or other act or failure to act which shall have occurred at or prior to the Closing
Date, or in relation to any other liabilities of such Company to Seller. None of the information supplied by each Company or its professional
advisors to Seller or its agents, representatives or advisors in connection with the representations and warranties set forth in Article 5 or
otherwise in relation to the business or affairs of such Company shall be deemed a representation, warranty or guarantee of its accuracy by such
Company to such Seller, and such Seller waives any claims against such Company which it might otherwise have in respect of it.

7.4      Indemnification.

(a)            Indemnification by the Seller. The Seller agrees to defend, indemnify and hold harmless Parent, Buyer and their respective
Affiliates (which, after the Closing shall include the Companies) and their respective directors, officers, employees and agents from, against
and in respect of, the full amount of:

(i)           (A) any and all actions, suits, proceedings, demands, liabilities, damages, claims, deficiencies, fines, penalties, interest,
assessments, judgments, losses, Taxes, costs and expenses, including, without limitation, reasonable fees and disbursements of counsel
(collectively, the “Indemnified Losses”) arising from or in connection with any breach or violation of any of the representations and warranties
of any Company or Seller contained in this Agreement or (B) any and all Indemnified Losses arising from or in connection with any breach or
violation of the covenants or agreements of Seller or any Company contained in this Agreement;

(ii)           any and all Indemnified Losses for Taxes attributable to all Tax years or portions thereof ending on or prior to the
Closing Date imposed on any Company;

(iii)           any and all capital or other Taxes related to or arising from the sale and transfer of shares contemplated hereby by
reason of any Liability of any Company or its shareholders for such Taxes as assessed by any taxing authority against Seller and/or any
Company either before or after the Closing Date;

(iv)           any and all Indemnified Losses related to or arising from claims for breach of contract existing on or prior to the
Closing Date, and/or which are brought after the Closing Date for acts and omissions of any Company or Seller, which occurred prior to the
Closing Date;

(v)           any and all Indemnified Losses related to or arising from any products delivered by either Company prior to the
Closing Date, including without limitation, Indemnified Losses for product recalls, product defects, warranty claims, personal injury or death;

(vi)           any and all Indemnified Losses which relate to any legal and/or governmental proceedings which are not set forth on
Schedule 5.12(a) and (b), existing on or prior to the Closing Date, and/or which are brought after the Closing Date for acts and omissions of
any Company or Seller, which occurred prior to the Closing Date; and

(vii)           any and all Indemnified Losses not reserved for on the Closing Trial Balance related to the business or operations of
any Company prior to the Closing Date.

(b)           Indemnification by Buyer. Buyer agrees to defend, indemnify and hold harmless Seller and its Affiliates and their respective
directors, officers, employees and agents from, against and in respect of, the full amount of

(i)           any and all Indemnified Losses arising from or in connection with any breach or violation of any of the representations
or warranties of Buyer contained in this Agreement, and

(ii)           any and all Indemnified Losses arising from or in connection with any breach or violation of any of the covenants or
agreements of Buyer contained in this Agreement.

(c)            Indemnification Procedure. Any party seeking indemnification under this Agreement (the “Indemnified Party”) will give prompt
written notice to the party or parties against whom indemnity is sought (the “Indemnifying Party”) of any Indemnified Losses which it
discovers or of which it receives notice after the Closing, stating the nature, basis (including the section of this Agreement that has been or will



be breached, if any, and the facts giving rise to the claim that a breach has or will occur), and (to the extent known) amount thereof; provided,
however, that no delay on the part of Indemnified Party in notifying any Indemnifying Party shall relieve the Indemnifying Party from any
liability hereunder unless (and then solely to the extent) the Indemnifying Party is prejudiced by such delay.

(d)           Indemnification Procedure as to Third Party Claims.

(i)           Promptly after any Indemnified Party obtains knowledge of the commencement of any third party claim, action, suit or
proceeding or of the occurrence of any event or the existence of any state of facts which may become the basis of a third party claim (any such
claim, action, suit or proceeding or event or state of facts being hereinafter referred to in this Section 7.4 as a “Claim”), in respect of which an
Indemnified Party is entitled to indemnification under this Agreement, such Indemnified Party shall promptly notify the Indemnifying Party of
such Claim in writing; provided, however, that any failure to give notice (A) will not waive any rights of the Indemnified Party except to the
extent that the rights of the Indemnifying Party are actually prejudiced thereby and (B) will not relieve the Indemnifying Party of its obligations
as hereinafter provided in this Section 7.4 after such notice is given. With respect to any Claim as to which such notice is given by the
Indemnified Party to the Indemnifying Party, the Indemnifying Party will, subject to the provisions of Section 7.4(d)(ii), assume the defense or
otherwise settle such Claim with counsel reasonably satisfactory to the Indemnified Party and experienced in the conduct of Claims of that
nature at the Indemnifying Party’s sole risk and expense, provided, however, that the Indemnified Party (1) shall be permitted to join the
defense and settlement of such Claim and to employ counsel reasonably satisfactory to the Indemnifying Party, and at the Indemnified Party’s
own expense, (2) shall cooperate fully with the Indemnifying Party in the defense and any settlement of such Claim in any manner reasonably
requested by the Indemnifying Party; and (3) shall not compromise or settle any such Claim without the prior written approval of the
Indemnifying Party;

(ii)           If (A) the Indemnifying Party fails to assume the defense of such Claim or, having assumed the defense and
settlement of such Claim, fails reasonably to contest such Claim in good faith, or (B) the remedy sought by the claimant with respect to such
Claim is not solely for money damages, the Indemnified Party, without waiving its right to indemnification, may, but is not required to, assume
the defense and settlement of such Claim, provided, however, that (1) the Indemnifying Party shall be permitted to join in the defense and
settlement of such Claim and to employ counsel at its own expense, (2) the Indemnifying Party shall cooperate with the Indemnified Party in
the defense and settlement of such Claim in any manner reasonably requested by the Indemnified Party, and (3) the Indemnified Party shall not
settle such Claim without the written consent of the Indemnifying Party, which consent shall not be unreasonably withheld or delayed.

(iii)           As used in this Section 7.4, the terms Indemnified Party and/or Indemnifying Party shall be deemed to include the
plural thereof where the rights or obligations of more than one Indemnified Party and/or Indemnifying Party may be involved.

(e)            Tax-free Indemnification Payments. All sums payable by an Indemnifying Party as indemnification under this Section 7.4 shall
be paid free and clear of all deductions or withholdings (including any taxes or governmental charges of any nature) unless the deduction or
withholding is required by law, in which event or in the event the Indemnified Party shall incur any liability for taxes chargeable or assessable
in respect of any such payment, the Indemnifying Party shall pay such additional amounts as shall be required to cause the net amount received
by the Indemnified Party to equal the full amount which would otherwise have been received by it had no such deduction or withholding been
made or no such liability for taxes been incurred.

(f)            No Contribution. The obligations of the Seller to indemnify Parent and Buyer pursuant to the terms of this Agreement are
primary obligations of the Seller, subject to the limitations set forth herein. The Seller hereby waive any right to seek or obtain indemnification
or contribution from the Companies for Indemnified Losses as a result of any breach by the Companies of any representation, warranty or
covenant contained in this Agreement.

7.5      Limitations on Liabilities.

(a)            Notwithstanding anything to the contrary contained herein, in no event shall the aggregate sums payable by the Seller under
Section 7.4 (other than sums payable as a result of fraud or breaches of the representations and warranties set forth in the Sections enumerated
in Section 7.2) exceed the aggregate amount of the Cash Purchase Price plus the amount of the Seller Note issued at Closing.

(b)           Notwithstanding anything to the contrary contained herein, no party shall be obligated to indemnify and hold harmless any other
under Section 7.4 for breaches of representations and warranties unless and until all Indemnified Losses in respect of which such party is
obligated to provide indemnification exceed Twenty-Five Thousand Dollars (US$25,000) (the “Basket Amount”) following which (subject to
the provisions of this Section 7.5) such party shall be obligated to indemnify and hold harmless, the other party for all such Indemnified Losses
(not merely the amount by which the Indemnified Losses exceed the Basket Amount); provided however that the Basket Amount shall not
apply to indemnity obligations for Indemnified Losses arising as a result of fraud or breaches of the representations and warranties in Sections
5.7, 5.8. and 5.27.

(c)            Notwithstanding anything to the contrary set forth herein, none of the limitations on indemnification set forth in this Section 7.5
shall apply to matters relating to intentional or fraudulent breaches, violations or misrepresentations.

ARTICLE 8 

INTERIM COVENANTS

8.1      Interim Operations of the Companies.

(a)            Each Company and Seller covenants and agrees that, from the date hereof until the Closing Date each Company shall operate the
business in accordance with its ordinary course and past practice. In addition during the period commencing on the date hereof and until the



Closing Date, each Company shall and Seller shall cause such Company to, except to the extent Buyer specifically gives its prior written
consent to the contrary (provided Seller acknowledges agrees that Buyer’s consent shall not be provided and payments not allowed under the
provisions of (iv), (ix) and (xii) if there is an Estimated Working Capital Deficiency Amount and any such payments are not made in the
ordinary course consistent with past practice or if such payments in the aggregate exceed any Estimated Working Capital Excess Amount):

(i)            use its best efforts to preserve intact its business organization and the goodwill of its customers, suppliers and others
having business relations with it;

(ii)            use its best efforts to keep available to Buyer the services of such Company’s officers, employees, independent
contractors and agents;

(iii)            promptly furnish to Buyer a copy of any correspondence received from or delivered to any governmental authority;

(iv)            maintain and keep its properties and assets in the same repair and condition as they were on the date of this
Agreement;

(v)            continue and maintain the approval process in the ordinary course of business with respect to the Products and any
products being developed by such Company; and

(vi)            continuously maintain insurance coverage substantially equivalent to the insurance coverage in existence on the date
of this Agreement.

(b)           Additionally, during the period from the date of this Agreement to the Closing Date, except with the prior consent of Parent and
Buyer, no Company shall and Seller shall not permit such Company to, directly or indirectly:

(i)           amend or otherwise change such Company’s Organizational Documents;

(ii)           issue, sell or authorize for issuance or sale, shares of any class of its securities (including, but not limited to, by way of
share split or dividend) or any subscriptions, options, warrants, rights or convertible securities, or enter into any agreements or commitments of
any character obligating it to issue or sell any such securities;

(iii)           redeem, purchase or otherwise acquire directly or indirectly any shares of its authorized share capital or any option,
warrant or other right to purchase or acquire any such shares;

(iv)           declare or pay any dividend or other distribution;

(v)           sell, transfer, surrender, abandon or dispose of any of its assets or property rights (tangible or intangible), except for
sales or dispositions of inventory in the ordinary course of business consistent with past practice;

(vi)           grant, make or subject itself or any of its assets or properties to any Lien;

(vii)           create, incur or assume any liability or indebtedness which would remain with such Company after the Closing Date,
except in the ordinary course of business consistent with past practice;

(viii)           enter into, amend or terminate any Contract;

(ix)           commit to make any capital expenditures in excess of US---$10,000, which would be payable by such Company after
the Closing Date;

(x)           grant any guaranty;

(xi)           waive, release, assign, settle or compromise any material claim or litigation;

(xii)           except as required by Law, increase the compensation payable or to become payable to directors, officers,
employees, consultants or agents or grant any rights to severance or termination pay to, or enter into any employment or severance agreement
with any of the foregoing Persons or establish, adopt, enter into or amend any collective bargaining, bonus, profit sharing, thrift, compensation,
share option, restricted share, pension, retirement, deferred compensation, employment, termination, severance or other plan, agreement, trust,
fund, policy or arrangement for the benefit of any of the foregoing Persons;

(xiii)           acquire (including, without limitation, by merger, consolidation or acquisition of stock or assets) any interest in any
corporation, partnership, other business organization, Person or any division thereof or any assets;

(xiv)           alter the manner of keeping its books, accounts or records, or change in any manner the accounting practices therein
reflected;

(xv)           make any Tax election or settle or compromise any material federal, state or local or federal income Tax Liability;

(xvi)           change its accounting practices, methods or assumptions or write down any of its assets;

(xvii)           enter into any commitment or transaction, which would survive the Closing Date, except in the ordinary course of
business consistent with past practice;



(xviii)           accelerate, terminate, modify or cancel any Contract;

(xix)           grant any license or sublicense of any right under or with respect to any Intellectual Property or disclose any
proprietary or confidential information to any third party;

(xx)           take or omit to take any action which would render any of such Company’s or any of any Seller’s representations or
warranties untrue or misleading, or which would be a breach of any of such Company’s or any Seller’s covenants;

(xxi)           enter into any Contract, transaction or arrangement with any Affiliate;

(xxii)           take any action which could have a Material Adverse Effect; or

(xxiii)           agree, whether in writing or otherwise, to do any of the foregoing.

8.2      Maintenance of Personnel. During the period from the date of this Agreement to the Closing Date, each Company and Seller
agree to cooperate and provide adequate personnel to permit the conduct of the activity contemplated in Section 8.1(a)(i).

8.3      Consent of Governmental Authorities and Others. Each of Buyer, on the one hand, and each Company and Seller, on the other,
agree to file, submit or request (or cause to be filed, submitted or requested) promptly after the date of this Agreement and to prosecute
diligently any and all (a) applications or notices required to be filed or submitted to any governmental or regulatory authorities, and (b) in the
case of each Company, requests for consents and approvals of Persons required to be obtained in connection with the transactions contemplated
by this Agreement. Each of Buyer, on the one hand, and each Company and Seller on the other, shall promptly make available to the other or to
a relevant governmental authority, as the case may be, such information as each of them may reasonably request relative to its business, assets
and property as may be required by each of them to prepare and file or submit such applications and notices and any additional information
requested by any governmental authority, and shall update by amendment or supplement any such information given in writing. Each of Buyer
on the one hand and each Company and Seller on the other, represent and warrant to the other that such information, as amended or
supplemented, shall be true in all material respects and not misleading.

8.4      Due Diligence Review. Each Company shall (and shall cause its directors, officers, employees, auditors, counsel and agents to)
afford Buyer and Buyer’s officers, employees, auditors, counsel and agents reasonable access at all reasonable times to its properties, offices,
and other facilities, to its officers and employees and to all books and records, and shall furnish such persons with all financial, operating and
other data and information as may be requested. Neither the due diligence investigation made by Buyer in connection with the transactions
contemplated hereby nor information provided to or obtained by Buyer shall affect any representation or warranty in this Agreement.

8.5      Exclusivity. Except for the transactions contemplated by the Transaction Documents, unless and until this Agreement shall have
been terminated, Seller will not (and Seller will not cause or permit each Company to) (i) solicit, initiate, or encourage the submission of any
proposal or offer from any Person relating to the acquisition of any shares or other voting securities, or any substantial portion of the assets, of
either Company (including any acquisition structured as a merger, consolidation, or share exchange), (ii) participate in, or facilitate in any other
manner any effort or attempt by any Person to do or seek any of the foregoing or enter into any agreement related to any of the foregoing, or
(iii) except as required by law, disclose any information not customarily disclosed to any Person concerning the business and properties of
either Company, afford to any Person (other than Buyer or its designees) access to the properties, books or records of either Company or
otherwise assist or encourage any Person, in connection with any of the foregoing. Seller will notify Buyer immediately if any Person makes
any indication of interest, proposal, offer, inquiry, or contract with respect to any of the foregoing.

8.6      Debt. On or prior to the Closing, each Company shall have eliminated any and all debt, including that certain loan from Seller to
Holdings in the estimated amount of $936,271.47 which shall be replaced with the Secured Note and Floating Charge Agreement at Closing
pursuant to a Secured Note and Floating Charge Agreement substantially in the form of Exhibit B annexed hereto.

8.7      Escrow Agreement. At the Closing, Seller, Buyer and the Escrow Agent shall execute and deliver the Escrow Agreement in form
and substance reasonably acceptable to the parties.

8.8      Notice of Developments. During the period from the date of this Agreement to the Closing Date, each party will give prompt
written notice after discovery thereof to the others of any material adverse development causing a breach of any of such party’s representations,
warranties and covenants set forth herein. No disclosure by any party pursuant to this Section 8.8, however, shall be deemed to amend or
supplement the Disclosure Schedules or to prevent or cure any misrepresentation or breach of warranty.

8.9      Delivery of Audited Financial Statements; Closing Trial Balance . On or prior to the Closing Date, unless waived by the
Parties, the Companies shall have prepared and delivered to Parent US GAAP audited financial statements for the Companies prepared by a
PCAOB (Public Company Accounting Oversight Board) firm in such form and for such periods as is required to be filed in a Current Report on
Form 8-K by Parent to be filed with the SEC following Closing (the “Audited Financial Statements”).

ARTICLE 9 

CONDITIONS PRECEDENT; TERMINATION

9.1      Conditions Precedent to the Obligations of Buyer and Parent. The obligations of Buyer and Parent to consummate the
transactions contemplated by this Agreement are subject to the satisfaction at or prior to the Closing of the following conditions:

(a)            Representations and Warranties True. The representations and warranties of the Seller and the Companies contained in this



Agreement, as excepted in the relevant Disclosure Schedules, shall be true and correct in all material respects (except for representations and
warranties which are by their terms qualified by materiality, which shall be true and correct to the extent of such materiality) as of the Closing
Date with the same force and effect as though made on and as of such date and shall have been true as of the date hereof.

(b)           Covenants Performed. The covenants of the Seller and the Companies contained in this Agreement to be performed or complied
with on or before the Closing Date shall have been duly performed or complied with.

(c)            No Material Adverse Effect. There shall not have occurred any Material Adverse Effect, the impact of which the parties have not
been able to resolve to the satisfaction of the parties, acting in good faith and in a commercially reasonable manner.

(d)           Company’s Certificate. Each Company shall have delivered to Buyer a certificate executed by an authorized representative of
such Company, on behalf of such Company and of Seller, dated the Closing Date, certifying in such detail as Buyer may reasonably request,
that the conditions specified in this Section have been fulfilled.

(e)            No Litigation. No litigation, arbitration or other proceeding shall be pending or threatened by or before any court, arbitration
panel or governmental authority; no law or regulation shall have been enacted after the date of this Agreement; and no judicial or
administrative decision shall have been rendered; in each case, which enjoins, prohibits or materially restricts, or seeks to enjoin, prohibit or
materially restrict, the consummation of the transactions contemplated by this Agreement.

(f)            Consents. Buyer, Seller and each Company shall have obtained all authorizations, waivers, consents and approvals of, and made
all filings, applications and notices with, Persons which are necessary or advisable to consummate the transactions contemplated by this
Agreement, each of which shall have been obtained without the imposition of any adverse term or condition.

(g)           Organizational Documents. The Seller shall have delivered to Buyer certified Organizational Documents and good standing
certificates for each Company.

(h)           Escrow Agreement. The Seller and the Escrow Agent shall have executed and delivered to Buyer the Escrow Agreement.

(i)             Delivery of Audited Financial Statements; Closing Trial Balance . The Sellers shall have delivered the Audited Financial
Statements and the Closing Trial Balance, which shall not reflect any debt.

(j)             Employment. The Chief Executive Officer shall be subject to an agreement with Holdings in form and substance satisfactory to
Parent providing for the continued services of the Chief Executive Officer for protection from disclosure of confidential information,
protection of intellectual property and trade secrets, compliance with law, and non-competition substantially on the terms applicable to Seller
herein, for a minimum term of 12 months.

(k)           Satisfactory Due Diligence. The Buyer and Parent shall have completed and be satisfied in all respects with, the results of their
ongoing due diligence investigation of the business, assets, operations, properties, financial condition, contingent liabilities, prospects and
material agreements of the Companies.

(l)             Dr. Goggle Business. Seller and Holdings shall have caused to be cancelled and terminated all licenses of any Intellectual
Property, including without limitation that certain Non-Exclusive Field Of Use License Agreement by and between Holdings and Doctor
Goggle SEZC, a Cayman Islands corporation, (“Dr. Goggle”) and the cessation and termination of Dr. Goggle business, and winding up and
liquidation of such business on or prior to December 31, 2020.

9.2      Conditions Precedent to the Obligations of the Seller. The obligations of the Seller to consummate the transactions
contemplated by this Agreement are subject to the satisfaction at or prior to the Closing of the following conditions:

(a)            Representations and Warranties True. The representations and warranties of Parent and Buyer contained in this Agreement or in
any certificate or other document delivered pursuant to this Agreement shall be true and correct in all material respects (except for
representations and warranties which are by their terms qualified by materiality, which shall be true and correct to the extent of such
materiality) as of the Closing Date with the same force and effect as though made on and as of such date and shall have been true as of the date
hereof.

(b)           Covenants Performed. The covenants of Parent and Buyer contained in this Agreement to be performed or complied with on or
before the Closing Date shall have been duly performed or complied with.

(c)            No Litigation. No litigation, arbitration or other proceeding shall be pending or threatened by or before any court, arbitration
panel or governmental authority; no law or regulation shall have been enacted after the date of this Agreement; and no judicial or
administrative decision shall have been rendered; in each case, which enjoins, prohibits or materially restricts, or seeks to enjoin, prohibit or
materially restrict, the consummation of the transactions contemplated by this Agreement.

(d)           Buyer’s Certificate. Parent and Buyer shall have delivered to the Seller a certificate executed by an authorized officer of Buyer
dated the Closing Date certifying that the conditions specified in this Section above have been fulfilled.

(e)            Escrow Agreement. Parent and Buyer shall have executed and delivered to the Seller the Escrow Agreement.

(f)            Holdings shall have executed and delivered the Secured Note.

9.3      Termination.



(a)            Anything herein or elsewhere to the contrary notwithstanding, this Agreement may be terminated at any time before the Closing
Date only as follows:

(i)            by mutual consent of the Seller and Parent or if Closing is prohibited by change in law;

(ii)            by Buyer and Parent, if there has been a material breach by any Seller at any time before the Closing of any
representation, warranty, covenant or agreement contained in this Agreement that is not curable or, if curable, is not cured within thirty days or
such other time as may be agreed by the parties in writing after written notice of such breach is given by Buyer to the party committing such
breach;

(iii)            by any Seller if there has been a material breach by Buyer or Parent at any time before the Closing of any
representation, warranty, covenant or agreement contained in this Agreement that is not curable or, if curable, is not cured within thirty days
after written notice of such breach is given by such Seller to the party committing such breach;

(iv)            by Buyer and Parent, on the one hand, or any Seller, on the other hand, upon notice given to all parties if the Closing
shall not have taken place within ninety (90) days of the date this Agreement has been fully executed by all parties hereto; or

(v)            by Buyer and Parent, on the one hand, or any Seller, upon notice given to all parties if any court (i) shall have issued
an order, decree or ruling or taken any other action permanently restraining, enjoining or otherwise prohibiting the transactions contemplated
by this Agreement, and such order, decree, ruling or other action shall have become final and nonappealable or (ii) shall have failed to issue an
order, decree or ruling or to take any other action, as applicable, and such denial of a request to issue such order, decree, ruling or take such
other action shall have become final and nonappealable, in the case of each of (i) and (ii) which is necessary to fulfill the conditions set forth in
Article 9; provided, however, that the right to terminate this Agreement under this Section 9.3 shall not be available to any party whose failure
to comply with Section 8.3 has been the cause of such action or inaction.

(b)           In the event of the termination of this Agreement as provided in Section 9.3(a), this Agreement shall forthwith become wholly
void and of no further force and effect (except as set forth in this Section 9.3, Sections 7.4, 7.5, 10.7, 10.11, 10.12, 10.13, 10.14 and 10.15).

9.4           No Waiver. Notwithstanding anything in this Agreement to the contrary, in the event that Buyer consummates the transactions
contemplated hereunder and effectuates the Closing, such actions shall in no way and at no time be considered a waiver or release of any
breach of any representation, warranty or covenant of any Seller or any Company, including, without limitation, the right to indemnification
pursuant to Article 7.

ARTICLE 10 

MISCELLANEOUS

10.1   Notices. Any notice or other communication under this Agreement shall be in writing and shall be delivered personally or sent by
certified mail, return receipt requested, postage prepaid, or sent by facsimile or prepaid overnight courier to the parties at the addresses set forth
below their names on the signature pages of this Agreement (or at such other addresses as shall be specified by the parties by like notice). Such
notices and other communications shall be deemed given when actually received or (a) in the case of delivery by overnight service with
guaranteed next day delivery, the next day or the day designated for delivery, (b) in the case of facsimile, the date upon which the transmitting
party received confirmation of receipt by facsimile, telephone or otherwise. A copy of any notices delivered to Parent of Buyer shall also be
sent to: Red Cat Holdings, Inc. Attn: Jeffrey Thompson, CEO, Jeff@Redcat.red. A copy of any notices delivered to the Seller, or the
Companies prior to the Closing, shall be sent to Greg French, theshark@fatshark.com.

10.2   Entire Agreement. This Agreement, together with the Escrow Agreement, its schedules and exhibits contain every obligation and
understanding between the parties relating to the subject matter hereof, and merges all prior discussions, negotiations and agreements, if any,
between them, and none of the parties shall be bound by any representations, warranties, covenants, or other understandings, other than as
expressly provided or referred to herein or therein.

10.3   Assignment. This Agreement may not be assigned by any party without the written consent of the other party; provided that
Buyer may assign this Agreement to one of Buyer’s Affiliates, whether such Affiliate currently exists or is formed in the future, so long as such
Affiliate of Buyer agrees in writing to be bound by the terms of this Agreement and Buyer agrees to guarantee such Affiliate’s obligations
under this Agreement. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors, heirs,
personal representatives, legal representatives, and permitted assigns.

10.4   No Third Party Beneficiary. Nothing expressed or implied in this Agreement is intended, or shall be construed, to confer upon or
give any Person other than the parties hereto and their respective heirs, personal representatives, legal representatives, successors and permitted
assigns, any rights or remedies under or by reason of this Agreement.

10.5   Waiver and Amendment . Any representation, warranty, covenant, term or condition of this Agreement which may legally be
waived, may be waived at any time by the party entitled to the benefit thereof, and any term, condition or covenant hereof may be amended by
the parties hereto at any time by written agreement. Any such waiver or amendment shall be evidenced by an instrument in writing executed on
behalf of the appropriate party by a person who, to the extent applicable, has been authorized by its board of directors to execute waivers,
extensions or amendments on its behalf. No waiver by any party hereto, whether express or implied, of its rights under any provision of this
Agreement shall constitute a waiver of such party’s rights under such provisions at any other time or a waiver of such party’s rights under any
other provision of this Agreement. No failure by any party hereto to take any action against any breach of this Agreement or default by another
party shall constitute a waiver of the former party’s right to enforce any provision of this Agreement or to take action against such breach or



default or any subsequent breach or default by such other party.

10.6   Severability. In the event that any one or more of the provisions contained in this Agreement shall be declared invalid, void or
unenforceable, the remainder of the provisions of this Agreement shall remain in full force and effect, and such invalid, void or unenforceable
provision shall be interpreted as closely as possible to the manner in which it was written.

10.7   Expenses. Each party agrees to pay, without right of reimbursement from the other party, the costs (hereafter referred to as
“Costs”) incurred by it incident to the performance of its obligations under this Agreement and the consummation of the transactions
contemplated hereby, including, without limitation, costs incident to the preparation of this Agreement, and the fees and disbursements of
counsel, accountants and consultants employed by such party in connection herewith. The Seller covenants to Buyer that in no event shall any
Seller Costs be paid by either Company.

10.8   Headings and References. The section and other headings contained in this Agreement are for reference purposes only and shall
not affect the meaning or interpretation of any provisions of this Agreement. References in this Agreement to clauses, subclauses, sections,
articles or schedules are references to clauses, subclauses, sections, articles or schedules of this Agreement so numbered.

10.9   Time of Essence. With regard to all dates and time periods set forth or referred to in this Agreement, time is of the essence.

10.10     Counterparts. This Agreement may be executed in any number of counterparts (including facsimile or PDF), each of which
shall be deemed an original but all of which together shall constitute one and the same instrument.

10.11     Litigation; Prevailing Party. In the event of any litigation with regard to this Agreement, the prevailing party shall be entitled
to receive from the non-prevailing party and the non-prevailing party shall pay upon demand all reasonable fees and expenses of counsel for
the prevailing party; provided, however, to the extent that both parties prevail on claims filed against the other, in a consolidated action, then
the aggregate amount of fees and expenses of counsel to both parties shall be allocated between Buyer and the Seller so that each party’s
aggregate share of such fees and expenses bears the same proportion to the total amount of such fees and expenses as the amount awarded each
party on their prevailing claim bears to the total amount awarded in the litigation on all prevailing claims and any party that has paid less than
its allocated expenses shall immediately remit to the other party the difference between the amount allocated and the amount previously paid.

10.12     Governing Law. This Agreement has been entered into and shall be construed and enforced in accordance with the laws of the
State of Delaware, without reference to the choice of law principles thereof.

10.13     Jurisdiction and Venue. This Agreement shall be subject to the exclusive jurisdiction of the U.S. District Court for the District
of Delaware. The parties to this Agreement agree that any breach of any term or condition of this Agreement shall be deemed to be a breach
occurring in the State of Delaware by virtue of a failure to perform an act required to be performed in the State of Delaware and irrevocably,
unconditionally and expressly agree to submit to the jurisdiction of the U.S. District Court for the District of Delaware sitting in Wilmington,
Delaware for the purpose of resolving any disputes among the parties relating to this Agreement or the transactions contemplated hereby. The
parties irrevocably waive, to the fullest extent permitted by law, any objection or immunities to jurisdiction which they may now or hereafter
have (including sovereign immunity, immunity to pre-judgment attachment, post-judgment attachment and execution) to the laying of venue of
any suit, action or proceeding arising out of or relating to this Agreement or the transactions contemplated hereby, or any judgment entered by
any court in respect hereof brought in the State of Delaware, and further irrevocably waive any claim that any suit, action or proceeding
brought in Delaware has been brought in an inconvenient forum. To the extent that any party hereto has or hereafter may acquire any immunity
from jurisdiction of any court or from any legal process (whether through service of notice, attachment prior to judgment, attachment in aid of
execution, execution or otherwise) with respect to itself or its property, it hereby irrevocably waives such immunity in respect of its obligations
under this Agreement and the transactions contemplated hereby to the extent permitted by law.

10.14     Publicity. The parties shall agree to the content of any press release or other public announcement concerning this Agreement or
the transactions contemplated hereby before issuing the same. Nothing contained herein shall prevent any party from at any time furnishing
any information to any governmental authority which it is by law or otherwise so obligated to disclose or from making any disclosure which its
counsel deems necessary or advisable in order to fulfill such party’s disclosure obligations under applicable U.S. law or the rules of the any
stock exchange to which the party is subject.

10.15     Construction. The language in all parts of this Agreement shall in all cases be construed simply, according to its fair meaning,
and not strictly for or against any of the parties. Without limitation, there shall be no presumption against any party on the ground that such
party was responsible for drafting this Agreement or any part thereof, and any rule of law, or any legal decision that would require
interpretation of any claimed ambiguities in this Agreement against the party that drafted it has no application and is expressly waived.

(Signature Page Follows)

 



 
NOW, THEREFORE, the parties hereto have each executed and delivered this Agreement as of the day and year first above written.

BUYER:
 

FS ACQUISITION CORP.
 
 

By:                                                     
Name: Jeffrey Thompson
Title: Chief Executive Officer
Address:
 
PARENT:
RED CAT HOLDINGS, INC.

 
 

By:                                                      
Name: Jeffrey Thompson
Title: Chief Executive Officer
Address:
 

COMPANIES:
 

FAT SHARK HOLDINGS, LTD.
 

 
By:                                                     
Name: Allan Evans
Title: Chief Executive Officer
Address:

 
FAT SHARK TRADING LTD.
 
 
By:                                                     
Name: Allan Evans
Title: Chief Executive Officer
Address:
 
FAT SHARK TECHNOLOGY SEZC, LTD
 
 
By:                                                     
Name: Allan Evans
Title: Chief Executive Officer
Address:
 
 
SELLER:
GREG FRENCH, INDIVIDUALLY
 
 
_____________________________
 
 

 
 

 
 

 
 

 



 
DISCLOSURE SCHEDULES

See attached.

 



 

Exhibit A
 
 

EQITY STOCK TRANSFER ESCROW AGREEMENT
This Escrow Agreement dated September __, 2020 (this “Escrow Agreement”), is entered into by and among:

 
1. Red Cat Holdings, Inc., a Nevada corporation (“RC”);

 
2. Gregory French., a Canadian citizen (the “Seller”);

 
3. Equity Stock Transfer, LLC, as escrow agent (“Escrow Agent”).

 
R C and Seller are each a “Party” and together are “Parties” and capitalized terms used but not otherwise defined herein shall have the
meanings ascribed to them in the SPA (defined below).

 
RECITALS

 

WHEREAS, the Parties entered into that certain Securities Purchase Agreement pursuant to which Seller agreed to sell, and Parent and
Buyer agreed to Purchase, one hundred (100%) percent of the issued and outstanding shares of Fat Shark Holdings, Ltd., a Cayman exempted
corporation, dated as of the date hereof. (the “SPA”);

 
WHEREAS, capitalized terms not otherwise defined herein shall have the meaning set forth in that certain SPA;

 
WHEREAS, Section 2.2 of the SPA provides that at Closing, RC shall deliver to the Escrow Agent, Fifteen (15%) percent of the Stock

Consideration (the “Escrow Shares”);
 

WHEREAS, the Parties hereto acknowledge that the Escrow Agent is not a party to, is not bound by, and has no duties or obligations
under the SPA, that all references in this Escrow Agreement to the SPA are for convenience or clarity, and that the Escrow Agent shall have
no implied duties beyond the express duties set forth in this Escrow Agreement; and

 
WHEREAS, the Parties have agreed to appoint Escrow Agent to hold the Escrow Shares in escrow, and Escrow Agent agrees to hold

and distribute the Escrow Shares, in accordance with the terms and provisions of this Escrow Agreement.
 

NOW, THEREFORE, in consideration of the promises and agreements of the Parties and for other good and valuable consideration,
the receipt and sufficiency of which is hereby acknowledged, the Parties and Escrow Agent agree as follows:

 
ARTICLE 1 ESCROW DEPOSIT

 
Section 1.1     Appointment of Escrow Agent. The Parties hereby designate and appoint Escrow Agent as their agent to receive, hold

i n escrow, and disburse the Escrow Shares i n accordance with the term of this Escrow Agreement, and Escrow Agent accepts such
appointment.

 
Section 1 . 2     Receipt and Deposit of the Escrow Shares; Commencement of Duties; Dividends and Distributions; Certain

Rights of Seller.
 

(a)            Receipt and Deposit of the Escrow Shares and Blank Stock Powers; Commencement of Duties.
 

(i)                  Upon execution hereof and pursuant to the SPA, RC shall deliver to Escrow Agent stock certificates (the
“Certificates”) representing the Escrow Shares and Seller shall deliver in the name of Seller fully executed and notarized blank stock powers
with respect to the Escrow Shares that are duly endorsed in form for transfer to RC together with a copy of the passport of Seller (the “Stock
Powers”), and Escrow Agent shall promptly acknowledge receipt of the Certificates and the Stock Powers. Upon receipt of the Escrow Shares
and the Stock Powers by the Escrow Agent, the duties and obligations of the Escrow Agent and the Parties to this Agreement shall commence.

 
(ii)                The Escrow Shares shall be delivered by RC to Escrow Agent free and clear of all liens, claims and

encumbrances (except as may be created by this Escrow Agreement and the SPA or otherwise provided for by state and federal securities
laws). Until the Termination Date, Seller will not sell, assign, transfer or otherwise dispose of any part of the Escrow Shares.

 
(b)           Dividends and Distributions. All dividends and distributions declared by RC on the Escrow Shares and payable to RC’s

shareholders of record (“Dividends and Distributions”) at any time after the date hereof until the Termination Date (as defined below), shall
be payable to Seller as record holder of the Escrow Shares, and will not be deposited with Escrow Agent. If RC declares a stock split,
subdivision, combination, reclassification or any other change in its capital structure affecting the Escrow Shares, Fifteen (15%) percent of the
certificates or other instruments relating thereto shall be immediately deposited by RC with Escrow Agent as additional Escrow Shares to be
held and distributed by Escrow Agent in accordance with this Escrow Agreement.

 
(c)            Certain Rights of Seller. Notwithstanding anything to the contrary contained herein and for so long as the Escrow Shares

remain in escrow, Seller shall have the right to (i) vote all Escrow Shares that are not disbursed to RC pursuant to the terms hereof, (ii) receive



any dividends and distributions in respect of the Escrow Shares that are not disbursed to RC pursuant to the terms hereof, and (iii) to exercise
any and all other rights of a shareholder of RC with respect to the Escrow Shares that are not disbursed to RC pursuant to the terms hereof;
provided however, that Seller may not sell the Escrow Shares to third parties until the Termination Date

 
(d)           Deposit of Escrow Shares. Seller and RC agree that Escrow Agent, in connection with any Certificate deposited pursuant

to Section 1.2(a), shall have
(i)  n o responsibility to monitor the value of the Escrow Shares; (ii) no responsibility to collect Dividends and Distributions; (iii) no
responsibility to sell or otherwise trade the Escrow Shares, but shall otherwise deliver the Escrow Shares on written instructions only; and (iv)
no responsibility to ensure the legality of the registration of the Escrow Shares.

 
Section 1.3     Indemnified Losses and Dispute Resolution.

 

(a)            The Escrow Shares shall provide non-exclusive security for any amounts due as a result of a claim asserted with respect to any
breach of any representation or warranty, covenant of condition by Seller or Companies in the SPA.

 
(b)           Seller’s liability to RC for amounts due as a result of the indemnification obligations in the SPA shall not be limited to amounts

of the Escrow Shares in Escrow and Seller shall be responsible for amounts due as a result of its obligations under the terms of the SPA in
excess of the amount of the Escrow.

 
(c)            Unless a claim has been asserted by RC or Buyer against the Escrow (a “Claimed Amount”) and (i) RC has provided the

Escrow Agent and Seller with written evidence of the claim prior to the Survival date set forth in Section 7.2 of the SPA (the “Termination
Date”) (ii) Seller has not provided evidence of the settlement of the Claimed Amount (a “Settled Claim”) within thirty (30) days of notice
thereof, the balance of the Escrow Shares shall be released from the Escrow and delivered to Seller upon the later of (A) the thirtieth (30th)
day from the Termination Date, and (B) the first business day following the date of the Settled Claim(s); provided, however that if evidence of
a claim is not provided by RC prior to the thirtieth (30th) day from the Termination Date, the Escrow Agent Consideration shall be released
from Escrow and delivered to Seller on the thirtieth (30th) day from the Termination Date. “Indemnified Loss” means any and all actions, suits,
proceedings, demands, liabilities, damages, claims, deficiencies, fines, penalties, interest, assessments, judgments, losses, Taxes, costs and
expenses, including, without limitation, reasonable fees and disbursements of counsel with respect to a Claim under Article 7 of the SPA.

 
(d)           RC may make a claim at any time prior to the Termination Date for a Claimed Amount by written notice (“Claims Notice”) in

form and substance as set forth in Annex I and attached hereto, to Seller and to the Escrow Agent together with evidence of the claim. If Seller
does not provide RC and the Escrow Agent with written notice (“Response Notice”) in form and substance as set forth i n Annex II and
attached hereto, of denial of liability or dispute of the Claimed Amount or evidence of payment of the claim within thirty (30) days of receipt
of a Claims Notice, the Escrow Agent shall disburse Escrowed Shares in the Claimed Amount as if the Escrow Agent had received a Conceded
Amount Notice (defined below) for the full Claimed Amount pursuant to Section 1.4(c) on the thirtieth (30th) day after the Escrow Agent
received such certain Claims Notice from RC regarding the Claimed Amount (a “Deemed Concession”).

 
(e)            If Seller has denied liability for,  or otherwise disputes the Claimed Amount, in whole or in part, Seller and RC, on behalf of the

applicable claimant, shall attempt to resolve such dispute within thirty (30) days unless Seller provides evidence of settlement of the claim and
then RC shall no longer have any right to the Claimed Amount. If the Parties resolve such dispute and amounts are owed to the claimant, they
shall deliver to Escrow Agent a written notice signed by each of them (the “Conceded Amount Notice”) in form and substance as set forth in
Annex III and attached hereto. Such Conceded Amount Notice shall instruct Escrow Agent  to deliver to RC the amount, if any, of Escrow
Shares agreed to by both the Parties in settlement of such dispute (the “Conceded Amount”). If the Parties cannot resolve such dispute, the
Parties shall attempt to use mutually agreeable third-party methods such as mediation to resolve the dispute in order to obtain a Final Decision
(defined below).

 
(f)            Payment of Claims. Escrow Agent promptly shall deliver the applicable portion of the Escrow Shares and Stock Powers, no later

than the fifth (5th) business day following the determination of a Payment Event (as such term is defined below), to RC from the Escrow
Shares: (i) following any concession of liability by Seller, in whole or in part, the Conceded Amount as set forth in the Conceded Amount
Notice; (ii) following any Deemed Concession of liability by Seller, the Claimed Amount; or (iii) following receipt by Escrow Agent of any
final decision by an arbitrator, mediator or judge and the expiration of any time to appeal or seek to vacate any amount, as the case may be (a
“Final Decision”), the amount awarded in the Final Decision (the “Ordered Amount”) to RC (collectively, clauses (i) (ii) and (iii),  the
“Payment Events”). Upon the occurrence of a Payment Event, in the event that Escrow Agent must deliver a portion of the Escrow Shares to
RC from the Escrow Shares and the applicable Stock Powers, Escrow Agent shall return to RC the Certificates then held by Escrow Agent
(the “Primary Certificates”), and RC shall deliver the Primary Certificates to Equity Stock Transfer,, LLC the transfer agent of RC (the
“Transfer Agent”), with a letter of instruction and any other document required by the Transfer Agent  in connection therewith, from RC
directing the Transfer Agent to: (i) cancel the Primary Certificates; (ii)    i f elected by RC, issue a new stock certificate registered to RC
representing the number of Escrow Shares of the Conceded Amount or Ordered Amount, as applicable, relating to the Payment Event, which
shall be delivered by the Transfer Agent  to RC; and (iii)  issue new stock certificates registered to Seller representing the Escrow Shares less
the shares of the Conceded Amount, or Ordered Amount, as applicable, relating to such Payment Event, which shall be delivered by the
Transfer Agent to Escrow Agent to be held in escrow in accordance with the terms set forth herein. At RC’s  or the Escrow Agent’s written
request, Seller shall deliver with three (3) business days of such request additional Stock Powers to the Escrow Agent with respect to any
remaining Escrow Shares.

 
(g)           For each claim of a Claimed Amount made prior to the Termination Date for which (i) RC has provided the Escrow Agent and

Seller with written evidence of the claim and (ii) Seller has not provided evidence of the settlement of the Claim Amount on the Termination
Date, the amount of Escrow Shares equal to the maximum amount of the claim shall continue to be held in escrow (a “Maximum Claimed
Amount”). On the thirtieth (30th) day from the Termination Date, the balance in escrow less the aggregate of all Maximum Claimed Amounts



not otherwise resolved under the terms of this Agreement shall be released and delivered to Seller.
 

Section 1.4     Disbursements.
 

(a)            Upon the earlier of termination of this Escrow Agreement pursuant to Section 1.6 hereof or joint written notice from the
Parties, Escrow Agent shall release from the Escrow Shares to Seller any portion of the Escrow Shares then remaining less the aggregate
Maximum Claimed Amounts for all then outstanding claims for any losses (“ Outstanding Claims”) pursuant Section 1.3 of this Agreement
asserted within the Escrow Period.

 
(b)           Upon receipt of a Conceded Amount Notice with respect to a particular Outstanding Claim, Escrow Agent shall

promptly deliver to RC, the Conceded Amount in accordance with Section 1.3(e) herein.
 

(c)            Upon receipt of a Final Decision with respect to a particular Outstanding Claim, Escrow Agent shall promptly deliver to
RC or Seller, as the case may be, the Ordered Amount, if any, in accordance with Section 1.3(f) herein. Any court or arbitrator order shall be
accompanied by an opinion of counsel for the presenting party that such order is final and non-appealable.

 
(d)           In the event that the Parties jointly instruct Escrow Agent to disburse the Escrow Shares to any party, Escrow Agent

shall comply with such instructions, any provision herein to the contrary notwithstanding.
 

Section 1.5     Section 1.5 Value of Escrow Shares. For purposes of this Agreement, the value of each Escrow Share shall be equal to
the issuance price of the Stock Consideration on the Closing Date under the SPA.

 
Section 1.6     Termination. This Escrow Agreement shall terminate on the later of (i) the ninetieth (90th) day from the Termination

Date or (ii) the disbursement of all of the Escrow Shares to RC or Seller pursuant to Section 1.3(c) of this Agreement, if applicable by the
Escrow Agent (the “Termination Date”), at which time Escrow Agent is authorized and directed to disburse the Escrow Shares in accordance
with Section 1.3(c) or Section 1.4, as applicable, and this Escrow Agreement shall be of no further force and effect except that the provisions
of Sections 3.1 and 3.2 hereof shall survive termination.

 
ARTICLE 2

DUTIES OF THE ESCROW AGENT
 

Section 2.1     Scope of Responsibility. Notwithstanding any provision to the contrary, Escrow Agent is obligated only to perform the
duties specifically set forth in this Escrow Agreement, which shall be deemed purely ministerial in nature. Under no circumstances will
Escrow Agent be deemed to be a fiduciary to any Party or any other person under this Escrow Agreement. Escrow Agent will not be
responsible or liable for the failure of any Party to perform in accordance with this Escrow Agreement. Escrow Agent shall neither be
responsible for, nor chargeable with, knowledge of the terms and conditions of any other agreement, instrument, or document other than this
Escrow Agreement, whether or not an original or a copy of such agreement has been provided to Escrow Agent; and Escrow Agent shall have
no duty to know or inquire as to the performance or nonperformance of any provision of any such agreement, instrument, or document.
References in this Escrow Agreement to any other agreement, instrument, or document are for the convenience of the Parties, and Escrow
Agent has no duties or obligations with respect thereto. This Escrow Agreement sets forth all matters pertinent to the escrow contemplated
hereunder, and no additional obligations of Escrow Agent shall be inferred or implied from the terms of this Escrow Agreement or any other
agreement.

 
Section 2.2     Attorneys and Agents. Escrow Agent shall be entitled to rely on and shall not be liable for any action taken or omitted

to be taken by Escrow Agent in accordance with the advice of counsel or other professionals retained or consulted by Escrow Agent. Escrow
Agent shall be reimbursed as set forth in Section 3.1 herein for any and all reasonable compensation (fees, expenses and other costs) paid
and/or reimbursed to such counsel and/or professionals. Escrow Agent may perform any and all of its duties through its agents,
representatives, attorneys, custodians, and/or nominees.

 
Section 2.3     Reliance. Escrow Agent shall not be liable for any action taken or not taken by it in accordance with the direction or

consent of the Parties or their respective agents, representatives, successors, or assigns. Escrow Agent shall not be liable for acting or
refraining from acting upon any notice, request, consent, direction, requisition, certificate, order, affidavit, letter,  or other paper or document
believed by it to be genuine and correct and to have been signed o r sent by the proper person or persons, without further inquiry into the
person’s or persons’ authority.

 
Section 2.4     Right Not Duty Undertaken. The permissive rights of Escrow Agent to do things enumerated in this Escrow

Agreement shall not be construed as duties.
 

Section 2.5     No Financial Obligation. No provision of this Escrow Agreement shall require Escrow Agent to risk or advance its own
funds or otherwise incur any financial liability or potential financial liability in the performance of its duties or the exercise of its rights under
this Escrow Agreement.

 
ARTICLE 3

PROVISIONS CONCERNING ESCROW AGENT
 

Section 3.1     Indemnification. The Parties, jointly and severally, shall indemnify, defend and  hold harmless Escrow Agent from and
against any and all loss, liability, cost, damage  and expense, including, without limitation, reasonable attorneys’ fees and expenses or other
professional fees and expenses which Escrow Agent may suffer or incur by reason of any action, claim or proceeding brought against Escrow
Agent, arising out of or relating in any way to this Escrow Agreement or any transaction to which this Escrow Agreement relates, unless such



loss, liability, cost, damage  or expense shall have been finally adjudicated to have been directly caused by the willful misconduct or gross
negligence of Escrow Agent. The provisions of this Section 3.1 shall survive the resignation or removal of Escrow Agent and the termination
of this Escrow Agreement.

 
Section 3 . 2     Limitation of Liability. ESCROW AGENT SHALL NOT  BE LIABLE, DIRECTLY OR INDIRECTLY, FOR ANY

(I) DAMAGES, LOSSES OR EXPENSES ARISING OUT OF THE SERVICES PROVIDED HEREUNDER, OTHER THAN DAMAGES,
LOSSES OR EXPENSES WHICH HAVE BEEN FINALLY ADJUDICATED TO HAVE DIRECTLY RESULTED FROM ESCROW
AGENT’S GROSS NEGLIGENCE OR WILLFUL MISCONDUCT, OR (II) SPECIAL,  INDIRECT OR CONSEQUENTIAL DAMAGES
OR LOSSES OF ANY KIND WHATSOEVER (INCLUDING WITHOUT LIMITATION  LOST PROFITS), EVEN IF ESCROW AGENT
HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH LOSSES OR DAMAGES AND REGARDLESS OF THE FORM OF ACTION.

 
Section 3.3     Resignation or Removal. Escrow Agent may resign by furnishing written notice of its resignation to the Parties, and the

Parties may remove Escrow Agent  by furnishing to the Escrow Agent a joint written notice of its removal along with payment of all fees and
expenses to which it is entitled through the date of termination. Such resignation or removal, as the case may be, shall be effective thirty (30)
days after the delivery of such notice or upon the earlier appointment of a successor, and Escrow Agent’s sole responsibility thereafter shall be
to safely keep the Escrow Shares and to deliver the same to a successor escrow agent as shall be appointed by the Parties, as evidenced by a
joint written notice filed with Escrow Agent or in accordance with a court order. If the Parties have failed to appoint a successor escrow agent
prior to the expiration of thirty (30) days following the delivery of such notice of resignation or removal, Escrow Agent may petition any court
of competent jurisdiction for the appointment of a successor escrow agent or for other appropriate relief, and any such resulting appointment
shall be binding upon the Parties.

 
Section 3.4     Compensation. Escrow Agent shall be entitled to compensation for its services contemplated as set forth on Exhibit A

to this Agreement, which compensation shall be paid by RC. The Parties agree that RC shall be responsible for all of the expenses or other
amounts owed to Escrow Agent hereunder. The  fee agreed upon for the services rendered hereunder is intended as full compensation for
Escrow Agent's services as contemplated by this Escrow Agreement; provided, however, that in the event that the conditions for the
disbursement of funds under this Escrow Agreement are not fulfilled, or Escrow Agent renders any service not contemplated in this Escrow
Agreement, or there is any assignment of interest in the subject matter of this Escrow Agreement, or any material modification hereof, or if
any material controversy arises hereunder, or Escrow Agent is made a party to any litigation pertaining to this Escrow Agreement or the
subject matter hereof, then Escrow Agent shall be compensated for such extraordinary services and reimbursed for all reasonable costs and
expenses, including reasonable attorneys’ fees and expenses, occasioned by any such delay, controversy, litigation or event.

 
Section 3.5     Disagreements. If any conflict, disagreement or dispute arises between, among, or involving any of the parties hereto

concerning the meaning or validity of any provision hereunder or concerning any other matter relating to this Escrow Agreement, or Escrow
Agent is in doubt as to the action to be taken hereunder, Escrow Agent  is authorized to retain the Escrow Shares until Escrow Agent (a)
receives a final non-appealable order of a court of competent jurisdiction or a final non-appealable arbitration decision directing delivery of the
Escrow Shares, (b) receives a written agreement executed by each of the parties involved in such disagreement or dispute directing delivery of
the Escrow Shares, in which event Escrow Agent shall be authorized to disburse the Escrow Shares in accordance with such final court order,
arbitration decision, or agreement, or (c) files an interpleader action in any court of competent jurisdiction, and upon the filing thereof, Escrow
Agent shall be relieved of all liability as to the Escrow Shares and shall be entitled to recover attorneys’ fees, expenses and other costs incurred
in commencing and maintaining any such interpleader action. Escrow Agent shall be entitled to act on any such agreement, court order,  or
arbitration decision without further question, inquiry, or consent.

 
Section 3 . 6     Merger or Consolidation. Any corporation or association into which Escrow Agent may be converted or merged, or

with which it may be consolidated, or to which it may sell or transfer all or substantially all of its corporate trust business and assets as a whole
or substantially as a whole, or any corporation or association resulting from any such conversion, sale, merger, consolidation or transfer to
which Escrow Agent is a party, shall be and become the successor escrow agent under this Escrow Agreement and shall have and succeed to
the rights, powers, duties, immunities and privileges as its predecessor, without the execution or filing of any instrument or paper or the
performance of any further act.

 
Section 3.7     Attachment of Escrow Shares; Compliance with Legal Orders. In the event that any of the Escrow Shares shall be

attached, garnished or levied upon by any court order, or the delivery thereof shall be stayed or enjoined by an order of a court, or any order,
judgment or decree shall be made or entered by any court order affecting the Escrow Shares, Escrow Agent is hereby expressly authorized, in
its sole discretion, to respond as it deems appropriate or to comply with all writs, orders or decrees so entered or issued, or which it is advised
b y legal counsel of its own choosing is binding upon it, whether with or without jurisdiction. In the event that Escrow Agent obeys or
complies with any such writ, order or decree it shall not be liable to any of the Parties or to any other person, firm or corporation, should, by
reason of such compliance notwithstanding, such writ, order or decree be subsequently reversed, modified, annulled, set aside or vacated.

 
Section 3.8     Force Majeure. Escrow Agent shall not be responsible or liable for any failure or delay in the performance of its

obligation under this Escrow Agreement arising out of or caused, directly or indirectly, by circumstances beyond its reasonable control,
including, without limitation, acts of God; earthquakes; fire; flood; wars; acts of terrorism; civil or military disturbances; sabotage; epidemic;
riots; interruptions, loss or malfunctions of utilities, computer (hardware or software) or communications services; accidents; labor disputes;
acts of civil or military authority or governmental action; it being understood that Escrow Agent shall use commercially reasonable efforts
which are consistent with accepted practices in the banking industry to resume performance as soon as reasonably practicable under the
circumstances.

 
ARTICLE 4 MISCELLANEOUS

 
Section 4.1     Successors and Assigns. This Escrow Agreement shall be binding on and inure to the benefit of the Parties and Escrow



Agent and their respective successors and permitted assigns. No other persons shall have any rights under this Escrow Agreement. No
assignment of the interest of any of the Parties shall be binding unless and until written notice of such assignment shall be delivered to the
other Party and Escrow Agent and shall require the prior written consent of the other Party and Escrow Agent (such consent not to be
unreasonably withheld).

 
Section 4.2     Escheat. The Parties are aware that under applicable state law, property which is presumed abandoned may under

certain circumstances escheat to the applicable state. Escrow Agent shall have no liability to the Parties, their respective heirs, legal
representatives, successors and assigns, or any other party, should any or all of the Escrow Shares escheat by operation of law.

 
Section 4.3     Notices. All notices, requests, demands, and other communications required under this Escrow Agreement (each, a

“Notice”) shall be in writing, in English, and shall be deemed to have been duly given if delivered (a) personally, (b) by facsimile transmission
with written confirmation of receipt, (c) by overnight delivery with a reputable national overnight delivery service, or (d) b y mail or by
certified mail, return receipt requested, and postage prepaid. If any Notice is mailed, it shall be deemed given five business days after the date
such notice is deposited in the United States mail. Any Notice given shall be deemed given upon the actual date of such delivery. If any
Notice is given to a party, it shall be given at the address for such party set forth below. It shall be the responsibility of the Parties to notify
Escrow Agent and the other Party in writing of any name or address changes. In the case of any Notice delivered to Escrow Agent, such
Notice shall be deemed to have been given on the date received by the Escrow Agent.

 
If to Seller: At the addresses provided on the signature pages hereto.

If to RC:
Red Cat Holdings, Inc.
607 Ponce de Leon Ave, Suite 407
San Juan, PR 85251
Attention: Jeffrey Thompson, CEO
Tel: (833) 373-3228
Jeff@redcat.red

 

If to Seller or any of the Sellers:
 

Gregory French
                               

 
 
 
 

With a copy (which shall not constitute notice) to:
 
 
 

If to Escrow Agent:
 

Equity Stock Transfer, LLC
237 W 37th St.
Suite 602
New York, NY 10018
Attention: Mohit Bhansali, CEO
Facsimile: 347.584.3644 Mohit@equitystock.com

 
With a copy to Seller, if RC is giving the Notice to Escrow Agent

With a copy to RC, if Seller is giving the Notice to Escrow Agent
Section 4 . 4     Governing Law. This Escrow Agreement shall be governed by and construed in accordance with the internal laws of

the State of New York without reference to principles of conflicts of laws.
 
Section 4.5     Entire Agreement. This Escrow Agreement, together with the SPA, sets forth the entire agreement and understanding

of the parties related to the Escrow Shares.
 

Section 4.6     Amendment. This Escrow Agreement may be amended, modified, superseded, rescinded, or canceled only by a written
instrument executed by the Parties and Escrow Agent.

 
Section 4 . 7     Waivers. The failure of any party to this Escrow Agreement at any time or times to require performance of any

provision under this Escrow Agreement shall in no manner affect the right at a later time to enforce the same performance. A waiver by any
party to this Escrow Agreement of any such condition or breach of any term, covenant, representation, or warranty contained in this Escrow
Agreement, in any one or more instances, shall neither be construed as a further or continuing waiver of any such condition or breach nor a
waiver of any other condition or breach of any other term, covenant, representation, or warranty contained in this Escrow Agreement.

 
Section 4.8     Headings. Section headings of this Escrow Agreement have been inserted for convenience of reference only and shall in



no way restrict or otherwise modify any of the terms or provisions of this Escrow Agreement.
 

Section 4.9     Counterparts. This Escrow Agreement may be executed in one or more counterparts, each of which when executed
shall be deemed to be an original, and such counterparts shall together constitute one and the same instrument. Counterparts delivered by
facsimile, e-mail or other electronic transmission shall be deemed to have the same legal effect as delivery of an original signed copy of this
Agreement.
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IN WITNESS WHEREOF, this Escrow Agreement has been duly executed as of the date first written above.

 
 

RED CAT HOLDINGS, INC. GREGORY FRENCH
  
By:                                                                                        
Name: Jeffrey Thompson  
Title: Chief Executive Officer  

 
 

ESCROW AGENT:
 

EQUITY STOCK TRANSFER, LLC
 

By:                                                           
Name: Mohit Bhansali
Title: Chief Executive Officer

 



 
 

EXHIBIT A
 

FEES OF ESCROW AGENT
 
Acceptance Fee:     $1,500

 
Initial Fees as they relate to Equity Stock Transfer acting in the capacity of Escrow Agent – includes creation and examination of the Escrow
Agreement; acceptance of the Escrow appointment; setting up of the Escrow Account.

 
Annual Administration Fee:     $1,500

 
For ordinary administration services by Escrow Agent – includes receiving, investing and disbursing funds pursuant to the requirements set
forth in the escrow agreement.

 
Fees are due at the time of Escrow Agreement execution and annually thereafter. Fees will not be prorated in case of early termination.

 
Out-of-Pocket Expenses:     At Cost

 
We only charge for out-of-pocket expenses in response to specific tasks assigned by the client. Therefore, we cannot anticipate what specific
out-of-pocket items will be needed or what corresponding expenses will b e incurred. Possible expenses would be, but are not limited to,
express mail and messenger charges, travel expenses to attend closing or other meetings.

 
There are no charges for indirect-out-of-pocket expenses.

 
This fee schedule is based upon the assumptions listed above which pertain to the responsibilities and risks involved in Equity Stock
undertaking the role of Escrow Agent. These assumptions are based on information provided to us as of the date of this fee schedule. Our fee
schedule is subject t o review and acceptance of the final documents. Should any of the assumptions, duties o r responsibilities change, we
reserve the right to affirm, modify or rescind our fee schedule. If the Account(s) does not open within three (3) months of the date shown
below, this proposal will be deemed null and void. Interest shall accrue on all late payments at a rate of one (1%) percent per month until paid.

 



 
Annex I

 
CLAIMS NOTICE

 

Equity Stock Transfer, LLC
237 W 37th St.
Suite 602
New York, NY 10018
Attention: Mohit Bhansali, CEO
Facsimile: 347.584.3644 Mohit@equitystock.com

 
Ladies and Gentlemen:

 
The undersigned, pursuant to Section 1.3(a) of the Escrow Agreement, dated as of , by and among Red Cat Holdings, Inc., a Nevada
corporation (“RC”); Seller,  a Canadian citizen; and Equity Stock Transfer, LLC, as escrow agent (terms defined in the Escrow Agreement
have the same meanings when used herein), hereby certifies that RC is or may be entitled to indemnification pursuant to Article 7 of the SPA
in an amount equal to $                   (the “Claimed Amount”). RC further certifies that the nature of the Claim is as follows: [                   ].

 
 
 

Dated:_______, 20__.
 
 
 

Red Cat Holdings, Inc.
 

By:                                                      
Name:                                             
Title:                                                

 
 

cc:     Gregory French
 



 
Annex II

 
RESPONSE NOTICE

 

Equity Stock Transfer, LLC
237 W 37th St.
Suite 602
New York, NY 10018
Attention: Mohit Bhansali, CEO
Facsimile: 347.584.3644 Mohit@equitystock.com

 

Ladies and Gentlemen:
 
The undersigned, pursuant to Section 1.3(a) of the Escrow Agreement, dated as of     , by and among Red Cat Holdings, Inc. a Nevada
corporation (“RC”); Gregory French, a Canadian citizen; and Equity Stock Transfer, LLC, as escrow agent (terms defined in the Escrow
Agreement have the same meanings when used herein), hereby :

 

(a)            concede liability [in whole for] [in part in respect of $         of] the Claimed Amount (the “Conceded Amount”), referred to in the
Claims Notice dated                 , 20__; [and] [or]

 
(b)           deny liability [in whole for] [in part in respect of $       of] the Claimed Amount referred to in the Claims Notice dated                 , 20__.

 
Attached hereto is a description of the basis for the foregoing.

Dated:                , 20__. 

GREGORY FRENCH

_________________________________ 
  
 

cc:      Red Cat Holdings, Inc.
 



 
Annex III

 
CONCEDED AMOUNT NOTICE

 
Equity Stock Transfer, LLC
237 W 37th St.
Suite 602
New York, NY 10018
Attention: Mohit Bhansali, CEO
Facsimile: 347.584.3644 Mohit@equitystock.com

 

Ladies and Gentlemen:
 
The undersigned, pursuant to Section 1.3(a) of the Escrow Agreement, dated as of , by and among Red Cat Holdings, Inc. a Nevada
corporation (“RC”); Gregory French, LLC, a Canadian citizen; and Equity Stock Transfer, LLC, as escrow agent (terms defined in the Escrow
Agreement have the same meanings when used herein), hereby jointly:

 
(a)            certify that [a portion of] the Claimed Amount with respect to the matter described in the attached in the amount of $[               ] (the
“Conceded Amount”) is owed to [              ]; and

 
(b)           instruct you to promptly pay to [               ] from the Escrow Shares [insert amount pursuant to paragraph (a)] as soon as practicable
following your receipt of this notice and, in any event, no later than five (5) business days following the date hereof.

 
Dated:              , 20__.

 
Red Cat Holdings, Inc.

 
By:                                             
Name:                                            
Title:                                            

 

Gregory French 

                                                          
 

 



 

EXHIBIT B
 
 
 
 
 
 
THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, A S AMENDED (THE “ACT”), OR UNDER THE
SECURITIES LAWS OF ANY STATES. THESE SECURITIES MAY  NOT BE OFFERED, SOLD OR OTHERWISE TRANSFERRED, PLEDGED
OR HYPOTHECATED EXCEPT AS PERMITTED UNDER THE ACT AND APPLICABLE STATE SECURITIES LAWS PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT OR AN EXEMPTION THEREFROM. THE ISSUER OF THESE SECURITIES MAY REQUIRE AN
OPINION OF COUNSEL REASONABLY SATISFACTORY  TO THE ISSUER THAT SUCH OFFER, SALE OR  TRANSFER, PLEDGE OR
HYPOTHECATION OTHERWISE COMPLIES WITH THE ACT AND ANY APPLICABLE STATE SECURITIES LAWS.

 
 

FAT SHARK HOLDINGS, LTD. SECURED PROMISSORY NOTE
US$1,000,000 __________, 2020
 

 
 

FOR VALUE RECEIVED, Fat Shark Holdings, Ltd., a Cayman Islands Exempted Company (the “Company”), promises to pay to Greg
French, or his permitted assigns (“Purchaser”), in lawful money of the United States of America t h e principal sum of One Million Dollars
($1,000,000), or such lesser amount as shall equal the outstanding principal amount hereof, together with interest  from the date of this Secured
Promissory Note (this “Note”) on the unpaid principal balance at a rate equal to three (3%) percent per annum, computed o n the basis of the actual
number of days elapsed and a year of 365 days. All unpaid principal, together with any then unpaid  and accrued interest and other amounts payable
hereunder, shall  be due and payable on the earlier of (i) November 1, 2023 (the “Maturity Date”), (ii) when specified in Section 1(c) in connection
with a Put Prepayment (as defined below) or (iii) when, upon the acceleration of an Event of Default after giving effect to any applicable grace periods,
such amounts are declared due and payable by Purchaser or made automatically due and payable, in each case, in accordance with the terms hereof.
This Note is the “Secured Note” issued pursuant to the Share Purchase Agreement (as defined below). Capitalized terms not defined herein shall have
the meaning ascribed to such terms in the Purchase Agreement.

 
THE OBLIGATIONS DUE UNDER THIS NOTE ARE SECURED BY A SECURITY AGREEMENT (THE “SECURITY AGREEMENT”)

DATED AS OF THE DATE HEREOF  AND EXECUTED BY THE COMPANY FOR THE  BENEFIT OF PURCHASER. ADDITIONAL RIGHTS
OF PURCHASER ARE SET FORTH IN THE SECURITY AGREEMENT.

 
· NOTWITHSTANDING A N Y CONTRARY PROVISION SET FORTH HEREIN OR IN T H E PURCHASE AGREEMENT, THE

SECURED PARTY ACKNOWLEDGES THAT THE NOTE IS ISSUED UPON THE SIMULTANEOUS CANCELLATION AND IN
REPLACEMENT OF THE INDEBTEDNESS OF COMPANY TO PURCHASER PURSUANT TO THE PURCHASE AGREEMENT.

 
The following is a statement of the rights of Purchaser and the conditions t o which this Note is  subject, and to which Purchaser,  by the

acceptance of this Note, agrees:
 

1.              Payments.
 

(a)            Interest. Accrued interest on this Note shall be payable at maturity.
 

(b)            Voluntary Prepayment. The Company may prepay this Note at any time, in whole or in part, without penalty or premium.
 

( c )            Purchaser Put Prepayment. At any time following  a Qualified Financing or Change of Control, unless Purchaser shall have
previously sold at least One million ($1,000,000) of Stock Consideration, until the Maturity Date, Purchaser, at  the sole election of the Purchaser and
only if specified by the Purchaser to Parent in a writing given in accordance with Section 5(c) (the “Put Notice”), shall have the right to require the
Company to repay, in lawful money of the United States of America and immediately available  funds, all unpaid principal, together with any then
unpaid and accrued interest and other amounts payable under the Note then outstanding (the “Put Prepayment”) up to the amount that shall equal
twenty-five (25%) percent of the net proceeds of the Qualified Financing. Upon Purchaser’s election of a Put Prepayment, the Company shall repay the
Note pursuant to this Section 1(c) within thirty (30) days from the date the Put Notice is given by the Purchaser to the Parent (as determined pursuant to
Section 5(c)). For purposes hereof, a “Change of Control” shall mean the date of the consummation of a merger, reorganization or consolidation of the
Parent or any Subsidiary with any other corporation that  has been approved by the stockholders of the Parent or such Subsidiary, by means of any
transaction or series of related transactions, other than a merger or consolidation which would result in the voting securities of Company outstanding
immediately prior thereto continuing to represent (either by remaining outstanding or by being converted into voting securities of the surviving entity)
more than fifty (50%) percent of the total voting power represented by the voting securities of such company o r such surviving entity outstanding
immediately after such merger or consolidation or a transaction or series of related transactions undertaken for the purpose of changing the jurisdiction
of incorporation of Company; or the date of the consummation of the sale or disposition of all or substantially all of such Company’s assets.

 
2.     Events of Default. The occurrence of any of the following shall constitute an “Event of Default” under this Note:

 
( a )            Failure to Pay. The Company shall fail to pay (i) when due any principal payment on the due date hereunder or (ii) any

interest payment or other payment required under the terms of this on the date due and such payment shall not have been made within ten (10) business
days of the Company’s receipt of written notice from Purchaser of such failure to pay; or

 
(b)            Breaches of Covenants. The Company shall fail to observe or perform any other covenant, obligation, condition or agreement

in any material respect contained in this Note or the Security Agreement (other than those specified  in Section 2(a)) and such failure shall continue for
ten (10) business days after the Company’s receipt of written notice to the Company of such failure; or

 
(c)            Representations and Warranties. Any representation, warranty, certificate,  or other statement (financial or otherwise) made or

furnished by or on behalf of the Parent to Purchaser in writing i n connection with this Note, including, without limitation,  the representations and



warranties of the Parent in the Purchase Agreement, or as an inducement to Purchaser to enter into this Note, shall be false, incorrect, incomplete or
misleading in any material respect when made or furnished; or

 
( d )            Voluntary Bankruptcy  or Insolvency Proceedings.  The Company shall (i) apply for or consent to the appointment of a

receiver, trustee, liquidator or custodian of itself or of all or a substantial part of its property, (ii) admit  in writing its inability to pay its debts generally
as they mature, (iii) make a general assignment for the benefit of any of its creditors, (iv) be dissolved or liquidated, (v) commence a voluntary case or
other proceeding seeking liquidation, reorganization  or other relief with respect to itself or its debts under any bankruptcy, insolvency or other similar
law now or hereafter in effect or consent to any such relief or to the appointment of or taking possession of its property by any official in an involuntary
case or other proceeding commenced against it, or (vi) take any action for the purpose of effecting any of the foregoing; or

 
( e )            Involuntary Bankruptcy or Insolvency Proceedings.  Proceedings for the appointment of a receiver, trustee, liquidator  or

custodian of the Company, or of all or a substantial part of the property thereof, or an involuntary case or other proceedings seeking liquidation,
reorganization or other relief with respect to the Company, if any, or the debts thereof under any bankruptcy, insolvency  or other similar law now or
hereafter in effect shall be commenced and an order for relief entered or such proceeding shall not be dismissed or discharged within thirty (30) days of
commencement.

 
3 .              Rights of Purchaser upon Default . Upon the occurrence of any Event of Default (other than an Event of Default described in

Sections 2(d) or 2(e)) and at any time thereafter during the continuance of such Event of Default, Purchaser may, by written notice to the Company,
declare all outstanding Obligations payable by the Company hereunder to be immediately due and payable without presentment, demand, protest  or any
other notice of any kind, all of which are hereby expressly waived, anything contained herein or in the other Transaction Documents  to the contrary
notwithstanding. Upon the occurrence of any Event o f Default described in Sections 2(d) o r 2(e), immediately and without notice, all outstanding
Obligations payable by the Company hereunder shall automatically become immediately due  and payable, without presentment, demand, protest or any
other notice of any kind, all of which are hereby expressly waived, anything contained herein o r in the Security Agreement  to the contrary
notwithstanding. In addition to the foregoing remedies, upon the occurrence and during the continuance of any Event o f Default, Purchaser may
exercise any other right, power or remedy granted to it by the Security Agreement  or otherwise permitted to it by law, either by suit in equity or by
action at law, or both.

 
4.              Definitions. As used in this Note, the following capitalized terms have the following meanings:

 
“Affiliate” shall mean, with respect to any Person, any other Person directly or indirectly controlling, directly or indirectly controlled

by, or under direct or indirect common control with, such Person or a member of such Person’s immediate family; or, if such Person is a partnership or a
limited liability company, any general partner  or managing member, as applicable, of such Person or a Person controlling any such general partner or
managing member. For purposes of this definition, “control” (including  the correlative terms “controlling”, “controlled by” and “under common control
with”) shall mean the power, directly or indirectly, to direct or cause the direction of the management and policies of a Person, whether through the
ownership of voting securities, by contract or otherwise.

 
“Event of Default” has the meaning given in Section 2 hereof.

 
“Obligations” shall mean and include all loans, advances, debts, liabilities and obligations, howsoever arising, owed  by the Company

to Purchaser of every kind and description, now existing or hereafter arising under or pursuant to the terms of this Note and the Security Agreement,
including, all interest, fees, charges, expenses, attorneys’ fees  and costs and accountants’ fees and costs chargeable to and payable by the Company
hereunder and thereunder, in each case, whether direct or indirect, absolute or contingent, due or to become due, and whether or not arising after the
commencement of a proceeding under Title  11 of the United States Code (11 U. S. C. Section 101 et seq.), as amended from time to time (including
post-petition interest) and whether or not allowed or allowable as a claim in any such proceeding.

 
“Person” shall mean and include an individual, a partnership, a corporation (including a business trust), a joint stock company, a

limited liability company, an unincorporated association, a joint venture or other entity or a governmental authority.
 

“Purchase Agreement” shall mean the Stock Purchase Agreement, dated as of the date hereof, by and among the Seller,  the
Companies, Buyer and Parent (as defined in the Purchase Agreement).

 
“Securities Act” shall mean the Securities Act of 1933, as amended.

“Security Agreement” has the meaning given in the introductory paragraphs to this Note. “Share Charge Agreements” shall mean the

Share Charge Agreements, each dated as of the

date hereof, by and among Purchaser, and  the Company concerning the shares of Fat Shark Tech. LTD.,  a Cayman Islands Exempted Company
(“Trading”), and Fat Shark Technology SEZC, a Cayman Islands Special Economic Zone Company (“Tech”) wholly owned by the Company.

 
5. Miscellaneous.

 
(a)            Successors and Assigns; Transfer  of this Note; No Transfers to Bad Actors; Notice of Bad Actor Status.

 
( i )          Subject to the restrictions on transfer described in this Section 5(a), the rights and obligations of the Company and

Purchaser shall be binding upon and benefit the successors, assigns, heirs, administrators and transferees of the parties.
 

( i i )          With respect to any offer, sale  or other disposition of this Note to any Person other than  an Affiliate of Purchaser,
Purchaser will give written notice to the Company prior thereto, describing briefly the manner thereof, together with a written opinion of Purchaser’s
counsel, or other evidence if reasonably satisfactory to the Company, to the effect that such offer, sale or other distribution may be effected without
registration or qualification (under any federal or state law then in effect). Upon receiving such written notice and reasonably satisfactory opinion,  if so
requested, or other evidence, the Company, as promptly as practicable, shall notify Purchaser that Purchaser may sell or otherwise dispose of this Note,
all in accordance with the terms of the notice delivered to the Company. If a determination has been made pursuant to this Section 5(a) that the opinion
of counsel for Purchaser, or other evidence, is not reasonably satisfactory to the Company, the Company shall so notify Purchaser promptly after such



determination has been made. Each Note thus transferred shall bear a legend as to the applicable restrictions on transferability i n order t o ensure
compliance with the Securities Act, unless in the opinion of counsel for the Company such legend is not required in order to ensure compliance with the
Securities Act. The Company may issue stop transfer instructions t o its transfer agent in connection with such restrictions. Notwithstanding the
foregoing, Purchaser may transfer the Note to  an Affiliate of Purchaser.

 
( i i i )          Subject to Section 5(a)(ii), transfers of this Note shall be registered upon registration books maintained for such

purpose by or on behalf of the Company as provided in the Purchase Agreement. Prior  to presentation o f this Note for registration of transfer, the
Company shall treat the registered holder hereof as the owner and holder of this Note for the purpose of receiving all payments of principal and interest
hereon and for all other purposes whatsoever, whether or not this Note shall be overdue and the Company shall not be affected by notice to the contrary.

 
( i v )          Neither this Note nor any of the rights, interests or obligations hereunder may be assigned, by operation of law or

otherwise, in whole or in part, by the Company without the prior written consent of Purchaser.
 

( b )            Waiver and Amendment. Any provision  of this Note may be amended, waived or modified upon the written consent of the
Company and Purchaser.

 
Notices. All notices, requests, demands, consents, instructions or other communications required or permitted hereunder shall in writing and

faxed, mailed, emailed or delivered to each party as follows: (i) if to Purchaser, at [Address], [telephone], [facsimile], [email]  or at such other address as
Purchaser shall have furnished the Company in writing, or (ii) if to the Company, to Greg French at                                     with a copy to HSM
Corporate Services Ltd., 68 Fort Street, George Town, Grand Cayman KY1-1207, Cayman Islands, Telephone: 345-815-7355 Att: Lisa Shemwell and
Red Cat Holdings, Inc., Ponce de Leon Ave, Suite 407, San  Juan Puerto Rico 85251, Att: Jeffrey Thompson, CEO, telephone (939) 200-9400 email
Jeff@redcat.red with a copy to Law Office of Harvey J. Kesner, 500 Fifth Avenue, Suite  938, New York, NY 10036 telephone (646) 678-2543 email
(pdox74@gmail.com), or at such other address as the Company shall have furnished to Purchaser in writing. All such notices and communications shall
be effective (i) when sent by Federal Express or other overnight service of recognized standing, on the business day following the deposit with such
service; (ii) when mailed by registered or certified mail, first class postage prepaid and addressed as aforesaid through the United States Postal Service,
upon receipt; (iii) when delivered by hand, upon delivery; and (d) when faxed or emailed, upon receipt.

 
(c) Payment. Payment shall be made in lawful tender of the United States.

 
( d )            Usury. In the event any interest is paid on this Note which is deemed to be in excess of the then legal maximum rate, then

that portion of the interest payment representing an amount in excess of the then legal maximum rate shall be deemed a payment of principal and
applied against the principal of this Note.

 
( e )            Expenses; Waivers. If action is instituted to collect this Note, the Company promises to pay all reasonable and documented

costs and expenses, including, without limitation, reasonable attorneys’ fees and costs, incurred in connection with such action. The Company hereby
waives notice of default, presentment or demand for payment, protest or notice of nonpayment or dishonor and all other notices or demands relative to
this instrument.

 
(f)             Governing Law; Venue. This Note and all actions arising out of or in connection with this Note shall be governed by and

construed in accordance with the laws of the State of Delaware, without giving effect to the conflicts of laws principles thereof. Each of Purchaser and
the Company irrevocably submit to the exclusive jurisdiction of the courts of the State of Delaware and the federal courts of the United States located
in the City of Wilmington, State of Delaware, in respect of any dispute arising from the subject matter hereof.

( g )            Waiver of Jury Trial.  By acceptance of this Note, Purchaser hereby agrees and  the Company hereby agrees to waive their
respective rights to a jury trial of any claim or cause of action based upon or arising out of this Note or the Purchase Agreement.

 
(Signature Page Follows)

 



 
 
 
 
 

The Company has caused this Note to  be issued as of the date first written above.
 
 

FAT SHARK HOLDINGS, LTD.
 
 

By:                                               
Name: Allan Evans
Title: Chief Executive Officer
Address:
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Floating Charge
 

by
 

Fat Shark Holdings, Ltd.
 

in favour of
 

Mr. Gregory French
 
 
 
 
 
 
 
 
 
 
 
 

HSM Chambers
68 Fort Street
PO Box 31726
George Town

Grand Cayman, KY1-1207
Cayman Islands

 
 

 



 
FLOATING CHARGE

 
This Floating Charge is made by:-

 
 

(1) Fat Shark Holdings, Ltd. and Exempted Company incorporated and registered in the Cayman Islands with company number 327385  whose
registered office is c/o HSM Corporate Services Ltd., 68 Fort Street, George  Town, Grand Cayman (hereinafter referred t o as the
"Company"); and

(2)                Mr. Gregory French of 280 Raleigh Quay, Grand Cayman, Cayman Islands (the "Lender"). WHEREAS:

(A) Pursuant to a Share Purchase Agreement  of even date herewith (the "Share Purchase Agreement")  the Company has issued a secured
promissory note (the “Promissory Note”) to the Lender in the amount  of US$1,000,000 (one million US dollars) ; and

 
(B) In security of the performances of the Company's obligations under the Promissory Note, the Company is required to grant this Floating

Charge.
 
1. DEFINITIONS AND INTERPRETATION

 
1.1. Words and expressions defined in the Promissory  Note or whose definitions are imported into the Promissory Note shall bear the same

meanings in this Floating Charge (including the recitals and schedule hereto) unless otherwise defined herein or unless the context otherwise
requires.

 
1.2. In this Floating Charge, the following words and expressions shall be defined as follows:

 
"Assets" means the whole of the property (including uncalled capital) assets and rights which is or may be from 2me to 2me comprised in the

property and undertaking of the Company.
 

"Business Day" means a day other than a Saturday or Sunday when banks are open for ordinary business in the United States of America.
 

"Secured Liabili*es" means all present and future obliga2ons and liabili2es of the Company to the Lender under the Promissory Note and/or this
Floating Charge together with:

 
(i) any refinancing, novation, refunding, deferral  or extension of or increase in any of those obligations or liabilities;
(ii) any further obligations and liabilities which  may be made by the Lender to the Company under any agreement expressed to be

supplemental to the Promissory Note and all interest, fees, and costs in connection therewith;
(iii) all costs, charges and expenses properly incurred by the Lender in connection with  the protection, preservation or enforcement of its

respective rights under the Promissory Note and/or this Floating Charge;
(iv) any claim for damages or restitution in the event of recission of any of those obligations or liabilities or otherwise in connection with the

Promissory Note;
(v) any claim against the Company flowing from the recovery by the Company of a payment or discharge in respect of any of those

obligations or liabilities on grounds of preference or otherwise; and
(vi) any amounts which would be included in any  o f the foregoing but for any discharge, non-provability, unenforceability o r non-

allowability of the same in any insolvency or other proceedings.
 
 
1.3. References to:

 
 

1.3.1. statutes, statutory provisions and other legislation shall include all amendments, substitutions, modifications and re-enactments  for
the time being in force and shall include any orders, regulations, instruments  or other subordinate legislation made under the
relevant legislation;

1.3.2. "including" shall not be construed as limiting the generality of the words preceding it;

1.3.3. any term or phrase defined in the Companies Law of the Cayman Islands (as amended from time to time) shall bear the same meaning
in this Floating Charge;

1.3.4. words importing the singular shall include the plural and vice versa and words denoting any gender shall include all genders;

1.3.5. this "Floating Charge" and to any provisions  of it or to any other document referred to in this Floating Charge shall be construed as
references to it in force for the time being as amended, varied, supplemented, restated, substituted or novated from time to time;

1.3.6. any person are to be construed to include references to a corporation, firm, company, partnership, joint venture, unincorporated body
of persons, individual or any state or agency of a state, whether or not a separate legal entity;

1.3.7. any person are to be construed to include that person's assignees or transferees or successors in title, whether direct or indirect;

1.3.8. clause headings are for ease of reference only and are not to affect the interpretation of this Floating Charge;
 
 
1.4. The use of bold type shall be ignored in the construction of this Floating Charge.

 
2. PAYMENT OBLIGATION

 



2.1. The Company hereby undertakes to the Lender that it will pay and discharge the Secured Liabilities to the Lender in accordance with the
terms of the Promissory Note and this Floating Charge.

 
2.2. All payments under this Floating Charge will be made in immediately available funds in the currency and to the account specified by the

Lender in any demand.
 
3. CHARGING PROVISION

 
3.1. The Company grants a floating charge over the Assets  to the Lender as a continuing security for the payment or discharge of the Secured

Liabilities.
 
4. NEGATIVE PLEDGE AND RANKING OF FLOATING CHARGE

 
4.1. The Company agrees that it shall be prohibited from granting or creating subsequent to the date of this Floating Charge any fixed security or

any other floating charge over the Assets  or any part or parts of them, other than in favour of the Lender or in favour or another person and
with the prior written consent of the Lender provided always that the Lender shall consent to the granting of a pledge, security, interest,
mortgage, debenture, charge, lien or encumbrance in accordance with and subject to  the terms of the Promissory Note .

 
4.2. Subject to the provisions of Clause 4.1 above, this Floating Charge shall rank in priority for the Secured Liabilities over any assets of the

Company and ahead of any fixed security created by the Company after its execution of this Floating Charge and in priority to  any other
floating charge created by the Company after its execution of this Floating Charge.

 
5. PROTECTION OF SECURITY

 
5.1. The Company agrees that this Floating Charge is and shall be in addition and without prejudice to  any other security or rights which the Lender

holds or may hold in respect of all or any of the Secured Liabilities;
 
5.2. This Floating Charge will be a continuing security for the Secured liabilities notwithstanding any intermediate payment  or settlement of all or

any part of the Secured liabilities or any other matter or thing whatsoever.
 
5.3. The Lender shall be entitled, at its own expense,  to have a valuation of the Assets or any part or parts of them carried out from time to time by

an independent surveyor or valuer and the Company consents to any such valuation report being prepared and agrees to provide such access and
other assistance as may be reasonably required by the Lender for such purposes.

 
5.4. If for any reason the security constituted hereby ceases to be a continuing security or the Lender receives or is deemed to have received notice

(whether actual or constructive) of any subsequent security affecting all or any part of the Assets and/or the proceeds of sale thereof, the Lender
may open a new account with or continue any existing account with the Company and the liability of the Company in respect of the Secured
Liabilities at the date of such cessation shall remain regardless of any payments in or out of any such account.

 
6. LIABILITY TO PERFORM

 
6.1. In the event of failure of the Company to fulfil any of its obligations under this Floating Charge, the Lender  may make such payments or

perform or fulfil any of the obligations of the Company on behalf of the Company. Any amounts expended or costs incurred by the Lender
under this provision (and interest thereon) shall be deemed properly paid, shall be recoverable from the Company and, until recovered, shall
form part of the Secured Liabilities and shall be secured by this Floating Charge.

 
7. ENFORCEMENT

 
7.1. This Floating Charge shall only be enforceable following written notice from the Lender to the Company pursuant to clause 5(c) of the

Promissory Note.
 
7.2. No purchaser or other person shall be bound or concerned to see or enquire whether the rights of the Lender to exercise any o f the powers

hereby conferred has arisen or not or be concerned with notice  to the contrary or of the propriety of the exercise or purported exercise of such
powers.

 
7.3. The Lender shall not be liable to account to the Company for any sums or be liable to the Company for any loss or damage arising:

 
7.3.1. from any realisation by the Lender of the Assets or any part thereof in the exercise of its rights or powers hereunder; or

 
7.3.2. from any act, default or omission of the Lender in relation to the exercise of its powers hereunder; or

 
7.3.3. from the exercise or non-exercise by the Lender of any power, authority or discretion conferred upon the Lender in relation to the

Assets or any part thereof by or pursuant to this Floating Charge.
 

8. INDEMNITY
 

8.1. The Company hereby indemnifies and undertakes to keep indemnified the Lender in respect of all liabilities and expenses incurred by it or
them in good faith in the proper execution or purported execution of any rights, powers or discretions vested in it or them pursuant hereto as a
result of being the possessor of the Assets from whatsoever cause arising, provided that this indemnity shall not apply to the extent of any loss
arising as a result of the gross negligence or wilful default of the Lender.

 
8.2. The Lender shall not be liable for any losses arising in connection with the exercise or purported exercise of any of its rights, powers and

discretions in good faith hereunder.



 
9. AVOIDANCE

 
Where any discharge (whether in respect of the Secured Liabili2es, this Floa2ng Charge, any security therefor or otherwise) is made in
whole or in part or any arrangement is made in whole or in part on the faith o f any payment, security or other disposi2on which may be
avoided or repaid on the bankruptcy, insolvency, liquida2on, administra2on or otherwise without limita2on of the Company, the liability of
the Company under this Floa2ng Charge shall con2nue as if there had been no such discharge or arrangement. The Lender shall be entitled
to concede or compromise any claim that any such payment, security or other disposition is liable to avoidance or repayment.

 
10. SUSPENSE ACCOUNT

 
Until the Secured Liabilities have been irrevocably and unconditionally paid and discharged in full, the Lender may:

 
(i) refrain from applying o r enforcing any other security, moneys  or rights held or received by the Lender in respect of the Secured

Liabilities or apply and enforce the same in such manner and order as the Lender sees fit (whether against such amounts  or otherwise)
and the Company shall not be entitled to the benefit of the same; and

 
(ii) hold in suspense account  any moneys received from the Company on account of the Secured Liabilities by way of a partial payment, it

being hereby agreed that interest shall be payable on the amount from time to time standing to the credit of such suspense account at
such rate as the Lender from time to time determines and that any amounts  of interest so paid shall be added to the principal amount
held in such suspense account and be applied accordingly.

 
11. NO CONTRIBUTION

 
The Company shall not, by virtue of any enforcement of the security cons2tuted hereby, or any payment made by it hereunder or otherwise,
be en2tled at any 2me to exercise, claim or have the benefit of any right of contribu2on or similar rights against the Lender, and all rights of
contribution or similar rights against the Lender are hereby expressly waived by the Company.

 
12. PRESERVATION OF RIGHTS

 
Other than as provided in this Floa2ng Charge, the Lender shall not be obliged before exercising any of the rights, powers, discre2ons or
remedies conferred upon it by this Floating Charge or by law:

 
(i) to take any action, including but not limited to the giving o f notice to, or making of any demand upon, the Company o r any other

person or the obtaining or enforcement of any judgment, decree or order in any court against the Company or any other person;
 

(ii) to make or file any claim or proof in a winding-up or liquidation of the Company or any other person;
 

(iii) to enforce or seek to enforce any of its rights, powers, discretions or remedies under any other security in respect of the Secured
Liabilities.

 
13. FURTHER ASSURANCE

 
The Company hereby irrevocably undertakes to the Lender that it shall take all steps that the Lender may require to perfect under any
appropriate law the security intended to be cons2tuted by or pursuant to this Floa2ng Charge in respect of all or any part of its property,
assets and rights for the purposes of protec2ng such security or (upon such security becoming enforceable) facilita2ng the realisa2on of such
property and/or the enforcement of the security cons2tuted by o r pursuant to, and/or the exercise of any rights of the Lender or the
receiver under, this Floating Charge.

 
14. REMEDIES AND WAIVERS

 
14.1 No waiver

 
No failure to exercise and no delay in exercising on the part of the Lender any right, power, discre2on or remedy under this Floa2ng Charge
shall operate as a waiver thereof, nor shall any single or par2al exercise of any right, power, discre2on o r remedy preclude any other or
further exercise thereof, or the exercise of any other right, power, discre2on or remedy hereunder. The rights and remedies provided in this
Floa2ng Charge are cumula2ve and not exclusive of any rights or remedies provided by law or otherwise. Any waiver and any consent by the
Lender under this Floating Charge must be made in writing and may be given subject to any conditions thought fit by the Lender.

 
14.2 No prejudice

 
This Floa2ng Charge and the security cons2tuted hereby shall not be affected by any amendment, nova2on, varia2on or replacement of the
Promissory Note at any 2me a?er the date hereof or any other act, omission or other circumstances which, but for this provision, would or
might discharge this Floating Charge or the security hereby created.

 
14.3 Application to Court

 
The Company hereby agrees that the Lender shall have an express and absolute right to apply to court for direc2ons in connec2on with this
Floa2ng Charge including (without limita2on) to seek judicial determina2on with respect to, inter alia, interpreta2on o f the terms and
provisions of this Floa2ng Charge, the release of any security cons2tuted hereby, the enforcement of any security cons2tuted hereby and all
such other issues in rela2on to this Floa2ng Charge as the Lender may consider necessitates judicial determina2on. The Company further



agrees that it shall not and shall not be en2tled to apply for any costs award to be made against the Lender in connec2on with any such
application.

 
15. PARTIAL INVALIDITY

 
If any provision of this Floa2ng Charge shall to any extent be illegal, invalid or unenforceable, the remainder of this Floa2ng Charge shall not
be affected thereby and each provision of this Floa2ng Charge shall be valid and enforceable to the fullest extent permi@ed by law and a
subs2tute provision shall be nego2ated by the par2es hereto to preserve as nearly as possible the original intent of this Floa2ng Charge. This
Floa2ng Charge shall remain in full force and effect to secure the Secured Liabili2es notwithstanding termina2on o f Share Purchase
Agreement ..

 
16. ATTORNEY

 
The Company hereby irrevocably appoints the Lender (ac2ng by a duly authorised official) to be its a@orney and on its behalf and in its name
or otherwise generally to sign, seal, execute and deliver and otherwise perfect this Floa2ng Charge or any other documents required for the
purpose of any enforcement ac2on by the Lender in connec2on therewith and which the Company has not done, and generally to use the
name of the Company in the exercise of all or any of the powers hereby conferred on the Lender.

 
The Company hereby undertakes that it shall on request by the Lender ratify and confirm the actions of any such attorney.

 
17. ASSIGNATION

 
17.1       Lender

 
This Floa2ng Charge shall be binding upon and inure to the benefit of the Company and the Lender, the successors and permi@ed assignees
of the Lender and the successors of the Company. References to the Lender hereunder include any permi@ed assignee or transferee of the
Lender of its rights and obliga2ons hereunder. Any successor to o r permi@ed assignee of the Lender shall be en2tled to the full benefit,
subject to the burden, hereof.

 
17.2        Company

 
The Company may not assign or transfer all or any part of its rights or obligations hereunder

 
18. CERTIFICATE

 
Any account or cer2ficate signed by an officer of the Lender or other signing official authorised by the Lender shall, in the absence of
manifest error, ascertain, specify and cons2tute the sums for which the Company is liable hereunder and the Company hereto consents to
the registration of this Floating Charge and of any such account or certificate for preservation and execution.

 
19. NOTICES

 
19.1 Any communication to be made under or in connection with this Floating Charge shall be made in writing and, unless otherwise stated, may

be made by fax or letter.
 
19.2 The address and fax number (and the department or officer, if any, for whose attention the communication is to be made) of each party for any

communication or document to be made or delivered under or in connection with this Floating Charge is:
 

(i) in the case of the Company:
  Address:
  Fax:
  Attention:
 
 

(ii) in the case of the Lender:
  Address:
  Fax:
  Attention:
 

or any substitute address, fax number or department  or officer as the Company may notify the Lender, if a  change is made by the Company or the
Lender may notify to the Company, if a change is made by the Lender by not less than five Business Days' notice.

 
19.3 Any communication or document made or delivered by one person to another under  or in connection with this Floating Charge will only be

effective:
 

(a) if by way of fax or email, immediately provided that an affirmative transmission report  of such fax or email is obtained; or
(b) if by way of letter, when it has been left at the  relevant address or five Business Days after being deposited in the post postage

prepaid in an envelope addressed to it at that address.
 
19.4 Any notice given under or in connection with this Floating Charge  must be in English.

 
All other documents provided under or in connection with this Floating Charge must be:

 
(a) in English; or



(b) if not in English, and if  so required by the Lender, accompanied by a certified English translation and, in this case, the English
translation will prevail unless the document is a constitutional, statutory or other official document.

 
20. CONSENT TO REGISTRATION

 
The Company consents to the registra2on of this Floa2ng Charge in the Register of Mortgages and Charges of the Company above for
preservation.

 
21. GOVERNING LAW

 
This Floa2ng Charge shall be governed by and construed in all respects in accordance with the laws of the Cayman Islands and the par2es
hereby submit to the non-exclusive jurisdiction of the Cayman Islands Courts.

 
IN WITNESS WHEREOF the Company has executed this Floating Charge:

 
 
 
Signed by                                             
for and on behalf of Fat Shark Holdings, Ltd.

 
 
 
 
 
..............................................

 
Director

 
 
 
Witness:                                              

 

Name: Occupation:

 



 
EXHIBIT C

[Registration Provisions]

10.1        Demand Registration Right.

(a)            At any time following a Qualified Financing, Seller (the “ Seller”), may make a written request (specifying the intended method
of disposition and the amount of Registrable Securities (as defined herein) proposed to be sold) that the Parent effect, and the Parent shall use
its reasonable best efforts to effect, a registration (a “Demand Registration”) of all or any requested portion of the Registrable Securities
collectively held by such Seller (subject to Section 10.4). The Parent shall not be obligated to effect a Demand Registration if the Registrable
Securities requested by the Seller to be registered have (x) at any time prior to a Qualified Financing or (y) at any time after a Qualified
Financing, an estimated aggregate public offering price (before deduction of any underwriting discounts and commissions) of less than twenty
five million dollars ($25,000,000). If the Board of Directors, in its good faith judgment, determines that any registration of the Registrable
Securities should not be made or continued because it would materially interfere with any material financing, acquisition, corporate
reorganization or merger or other material transaction involving the Parent (a “Valid Business Reason”), the Parent may (i) postpone filing a
Registration Statement relating to a Demand Registration until such Valid Business Reason no longer exists, but in no event for more than one
hundred and eighty (180) days, and (ii) in case a Registration Statement has been filed relating to a Demand Registration, if the Valid Business
Reason has not resulted from actions taken by the Parent, the Parent, upon the approval of the Board of Directors, acting in good faith, may
cause such Registration Statement to be withdrawn and its effectiveness terminated; provided, however, that a new Registration Statement is
filed within one hundred and eighty (180) days thereafter, or may postpone amending or supplementing such Registration Statement, but in no
event for more than one hundred and eighty (180) days; provided, however, that if the registration of Registrable Securities is postponed
pursuant to clause (i), the Parent shall not be permitted to register under the Securities Act any equity Securities of the Parent owned by other
Seller of the Parent during any such postponement. The Parent shall give written notice of its determination to postpone or withdraw a
Registration Statement and of the fact that the Valid Business Reason for such postponement or withdrawal no longer exists, in each case,
promptly after the occurrence thereof. Notwithstanding anything to the contrary contained herein, the Parent may not postpone or withdraw a
filing under this Section 10.1(a) more than once in any twelve (12) month period. For the avoidance of doubt, any postponement or withdrawal
of a Registration Statement shall result in the related registration of Registrable Securities not constituting a Demand Registration for purposes
of Section 10.3 hereof.

(b)           The Parent shall use its reasonable best efforts to cause such Demand Registration to be in the form of a firm commitment
underwritten offering and the managing underwriter or underwriter selected for such offering shall be selected by the Seller (the “IM
Underwriter”), provided such IM Underwriter is a nationally recognized firm and reasonably acceptable to the Board of Directors. In
connection with any Demand Registration under this Section 10.1 involving an underwritten offering, none of the Registrable Securities
held by an Seller making a request for inclusion of such Registrable Securities shall be included in such underwritten offering unless such
Seller accepts the terms of the offering as agreed upon by the Parent and the IM Underwriter, such terms to be in an underwriting
agreement in customary form, and then only in such quantity as will not, in the reasonable determination of the Parent based on
discussions with the IM Underwriter, jeopardize the success of such offering.

(c)            Seller shall be entitled to a single demand registration.

10.2        Piggyback Registration Right. Within five (5) Business Days following receipt by the Parent of a request from the Seller to
effect a Demand Registration that would register at least a majority of the Registrable Securities held by such Seller, the Parent shall give
written notice of such request to each other Seller (the “Non- Seller”), which shall describe the anticipated filing date, the proposed registration
and plan of distribution, and offer the Non- Seller the opportunity to register their Pro Rata Share (based on the Pro Rata Share of the Non-
Seller as compared to the Pro Rata Share of the Seller) of Registrable Securities (an “Incidental Registration”) in such registration. Following
the receipt of such notice, each Non- Seller shall be entitled, by delivery of a written request to the Parent delivered no later than five (5)
Business Days following receipt of notice from the Parent, to include all or any portion of their applicable Pro Rata Share of their Registrable
Securities in such Demand Registration (subject to Section 10.4). The right of each Non- Seller to have Registrable Securities included in a
Demand Registration pursuant to this Section 10.2 shall be conditioned upon each Non- Seller entering into (together with the Seller) an
underwriting agreement in customary form with the IM Underwriter. Subject to Section 10.4, the Parent shall use its reasonable best efforts
(within five (5) Business Days of the notice provided for above) to cause the IM Underwriter to permit the Non- Seller to participate in the
Incidental Registration to include its Registrable Securities in such offering on the same terms and conditions as the Registrable Securities
being sold for the account of the Seller.

10.3        Effective Demand Registration. The Parent shall use its reasonable commercial efforts to cause any Demand Registration to
become effective not later than one hundred and twenty (120) days after it receives a request under Section 10.1(a) hereof and to remain
effective for the lesser of (i) the period during which all Units registered in the Demand Registration are sold and (ii) one hundred and twenty
(120) days, provided, however, that a registration shall not constitute a Demand Registration if (x) after such Demand Registration has become
effective, such registration or the related offer, sale or distribution of Registrable Securities thereunder is interfered with by any stop order,
injunction or other order or requirement of the Commission or other Governmental Authority for any reason not solely attributable to the Seller
and such interference is not thereafter eliminated or (y) the conditions specified in the underwriting agreement, if any, entered into in
connection with such Demand Registration are not satisfied or waived, other than by reason of a failure by the Seller.

10.4        Cutback. If the Parent reasonably determines (after consultation with the IM Underwriter) that the amount of Registrable
Securities requested to be included in such Demand Registration exceeds the amount which can be sold in such offering without adversely
affecting the distribution of the Registrable Securities being offered, then the Parent will reduce the Registrable Securities to be included in
such offering pro rata based on the number of Registrable Securities owned by each such Seller and Non- Seller.



10.5        Form S-3 Registration.

(a)            S-3 Registration. Upon Parent becoming eligible for use of Form S-3 (or any successor form thereto) under the Securities
Act in connection with a public offering of its securities, in the event that the Parent shall receive from any Seller or group of Seller, a
written request that the Parent register, under the Securities Act on Form S-3 (or any successor form then in effect) (an “ S-3
Registration”), all or a portion of the Stock owned by such S-3 Seller, the Parent shall give written notice of such request to all of the
other Seller (other than S-3 Seller) at least twenty (20) Business Days before the anticipated filing date of such Form S-3, and such
notice shall describe the proposed registration and offer such other Seller the opportunity to register the number of shares of Stock as
each other Seller may request in writing to the Parent, given within five (5) Business Days after their receipt from the Parent of the
written notice of such registration. If requested by the S-3 Seller, such S-3 Registration shall be for an offering on a continuous basis
pursuant to Rule 415 under the Securities Act. The Parent shall use its reasonable best efforts to (x) file such registration pursuant to this
Section 10.5(a) as promptly as practicable (but not later than thirty (30) days after it receives a request therefor) and shall use its
reasonable best efforts to cause such registration statement to be declared effective under the Securities Act as promptly as practicable
after the filing thereof and (y) include in such offering the Stock of the other Seller (other than S-3 Seller) (the “S-3 Non- Seller”) who
have requested in writing to participate in such S-3 Registration on the same terms and conditions as the Stock of the S-3 Seller.

(b)           Delay of S-3 Registration. If the Board of Directors has a Valid Business Reason, the Parent may (x) postpone filing a
Registration Statement relating to a S-3 Registration until such Valid Business Reason no longer exists, but in no event for more than
ninety (90) days, and (y) in case a Registration Statement has been filed relating to a S-3 Registration, if the Valid Business Reason has
not resulted from actions taken by the Parent, the Parent, upon the approval of a majority of the Board of Directors acting in good faith,
may cause such Registration Statement to be withdrawn and its effectiveness terminated or may postpone amending or supplementing
such Registration Statement. The Parent shall give written notice to the Seller of its determination to postpone or withdraw a Registration
Statement and of the fact that the Valid Business Reason for such postponement or withdrawal no longer exists, in each case, promptly
after the occurrence thereof. Notwithstanding anything to the contrary contained herein, the Parent may not postpone or withdraw a filing
due to a Valid Business Reason more than once in any twelve (12) month period. The Parent shall not be required to effect any
registration pursuant to this Section 10.5 (i) within ninety (90) days after the effective date of any other Registration Statement of the
Parent, (ii) if Form S-3 is not available for such offering by the S-3 Seller or (iii) if the Registrable Securities requested by the S-3 Seller
to be registered have an estimated aggregate public offering price of less than 10 million dollars ($10,000,000).

10.6        Holdback Agreements.

(a)            To the extent not inconsistent with applicable law and requested by the underwriter, in the case of any public offering by
the Parent or by the Seller pursuant to this Agreement (an underwritten or best efforts offering), each Seller agrees not to effect any
public sale or distribution of any Registrable Securities or of any securities convertible into or exchangeable or exercisable for such
Registrable Securities, including a sale pursuant to Rule 144 under the Securities Act, or offer to sell, contract to sell (including any short
sale), grant any option to purchase or enter into any hedging or similar transaction with the same economic effect as a sale of Registrable
Securities, in each case, during the one-hundred eighty (180) day period (or such lesser period as the underwriter may agree) beginning
on the effective date of the registration statement (except as part of such registration) for such public offering (such period of time, the
“Holdback Period”); provided, however, that the Holdback Period shall be the same with respect to all Seller.

(b)           The Parent agrees not to effect any public sale or distribution of any of its securities, or any securities convertible into or
exchangeable or exercisable for such securities (except pursuant to registrations on Form S-4 or S-8 or any successor thereto), during the
period beginning on the effective date of any Registration Statement filed pursuant to Section 10.1 in which the Seller are participating
and ending on the earlier of (i) the date on which all Registrable Securities on such registration statement are sold and (ii) ninety (90)
days (or such lesser period as the underwriter may agree) after the effective date of such registration statement (except as part of such
registration).

10.7        Registration Procedures.

(a)            Whenever registration of Registrable Securities has been requested pursuant to Section 10.1, Section 10.2 or Section 10.5,
the Parent or Parent, as applicable, shall use its reasonable best efforts to effect the registration and sale of such Registrable Securities in
accordance with the intended method of distribution thereof as quickly as practicable, and in connection with any such request, the Parent
shall, as expeditiously as possible (as used in this Section 10.7, the term Parent shall also include Parent and Registrable Securities shall
also include Stock, as the case may be):

(i)                  prepare and file with the Commission a Registration Statement on any form for which the Parent then qualifies or
which counsel for the Parent shall deem appropriate and which form shall be available for the sale of such Registrable Securities
in accordance with the intended method of distribution thereof, and cause such Registration Statement to become effective;
provided, however, that (x) before filing a Registration Statement or prospectus or any amendments or supplements thereto, the
Parent shall provide one legal counsel selected by holders of a majority of the Registrable Securities to be included in such
Registration Statement (“Seller’ Counsel”) with an adequate and appropriate opportunity to review and comment on such
Registration Statement and each prospectus included therein (and each amendment or supplement thereto) to be filed with the
Commission, subject to such documents being under the Parent’s control, and (y) the Parent shall promptly notify the Seller’
Counsel and each seller of Registrable Securities of any stop order issued or threatened by the Commission and promptly take all
action required to prevent the entry of such stop order or to remove it if entered;

(ii)                  prepare and file with the Commission such amendments and supplements to such Registration Statement and the
prospectus used in connection therewith as may be necessary to keep such Registration Statement effective for the lesser of (x)



one hundred and twenty (120) days and (y) such shorter period which will terminate when all Registrable Securities covered by
such Registration Statement have been sold; provided, however, that if the S-3 Seller has requested that an S-3 Registration be for
an offering on a continuous basis pursuant to Rule 415 under the Securities Act, then the Parent shall keep such Registration
Statement effective until all Registrable Securities covered by such Registration Statement have been sold; and shall comply with
the provisions of the Securities Act with respect to the disposition of all securities covered by such Registration Statement during
such period in accordance with the intended methods of disposition by the sellers thereof set forth in such Registration Statement;

(iii)                  furnish to each seller of Registrable Securities, prior to filing a Registration Statement, a reasonable number of
copies of such Registration Statement as is proposed to be filed, and thereafter such number of copies of such Registration
Statement, each amendment and supplement thereto (in each case, including all exhibits thereto), and the prospectus included in
such Registration Statement (including each preliminary prospectus) and any prospectus filed under Rule 424 under the Securities
Act as each such seller may reasonably request in order to facilitate the disposition of the Registrable Securities owned by such
seller;

(iv)                  register or qualify such Registrable Securities under such other securities or “blue sky” laws of such jurisdictions
as any seller of Registrable Securities may request, and to continue such qualification in effect in such jurisdiction for as long as
permissible pursuant to the laws of such jurisdiction, or for as long as any such seller requests or until all of such Registrable
Securities are sold, whichever is shortest, and do any and all other acts and things which may be reasonably necessary or
advisable to enable any such seller to consummate the disposition in such jurisdictions of the Registrable Securities owned by
such seller; provided, however, that the Parent shall not be required to (x) qualify generally to do business in any jurisdiction
where it would not otherwise be required to qualify but for this Section 10.7(a)(iv), (y) subject itself to taxation in any such
jurisdiction or (z) consent to general service of process in any such jurisdiction;

(v)                  notify each seller of Registrable Securities at any time when a prospectus relating thereto is required to be
delivered under the Securities Act, upon discovery that, or upon the happening of any event as a result of which, the prospectus
included in such Registration Statement contains an untrue statement of a material fact or omits to state any material fact required
to be stated therein or necessary to make the statements therein, in light of the circumstances under which they were made, not
misleading and the Parent shall promptly prepare a supplement or amendment to such prospectus and furnish to each seller of
Registrable Securities a reasonable number of copies of such supplement to or an amendment of such prospectus as may be
necessary so that, after delivery to the purchasers of such Registrable Securities, such prospectus shall not contain an untrue
statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the statements
therein, in light of the circumstances under which they were made, not misleading;

(vi)                  enter into and perform customary agreements (including an underwriting agreement in customary form with the
Parent underwriter) and take such other actions as are prudent and reasonably required in order to expedite or facilitate the
disposition of such Registrable Securities, including causing its officers to participate in “road shows” and other information
meetings organized by the IM Underwriter or the Parent underwriter;

(vii)                  upon execution of confidentiality agreements in form and substance reasonably satisfactory to the Parent, which
shall be consistent with the due diligence and disclosure obligations under securities laws applicable to the Parent and the Seller,
make available at reasonable times for inspection by any managing underwriter participating in any disposition of such
Registrable Securities pursuant to a Registration Statement, Seller’ Counsel and any attorney, accountant or other agent retained
by any managing underwriter, all financial and other records, pertinent corporate documents and properties of the Parent and its
Subsidiaries (collectively, the “Records”) as shall be reasonably necessary to enable them to exercise their due diligence
responsibility, and cause the Parent’s and its Subsidiaries’ officers, directors and employees, and the independent public
accountants of the Parent, to supply all information reasonably requested by any such Person in connection with such Registration
Statement;

(viii)                  if such sale is pursuant to an underwritten offering, obtain “cold comfort” letters dated the effective date of the
Registration Statement and the date of the closing under the underwriting agreement from the Parent’s independent public
accountants in customary form and covering such matters of the type customarily covered by “cold comfort” letters as Seller’
Counsel or the managing underwriter reasonably requests;

(ix)                  furnish, at the request of any seller of Registrable Securities on the date such securities are delivered to the
underwriters for sale pursuant to such registration or, if such securities are not being sold through underwriters, on the date the
Registration Statement with respect to such securities becomes effective, an opinion, dated such date, of counsel representing the
Parent for the purposes of such registration, addressed to the underwriters, if any, and to the seller making such request, covering
such legal matters with respect to the registration in respect of which such opinion is being given as the underwriters, if any, and
such seller may reasonably request and are customarily included in such opinions;

(x)                  comply with all applicable rules and regulations of the Commission, and make generally available to its security
holders, as soon as reasonably practicable but no later than fifteen (15) months after the effective date of the Registration
Statement, an earnings statement covering a period of twelve (12) months beginning after the effective date of the Registration
Statement, in a manner which satisfies the provisions of Section 11(a) of the Securities Act and Rule 158 thereunder;

(xi)                  cause all such Registrable Securities to be listed on each securities exchange on which similar securities issued
by the Parent are then listed provided that the applicable listing requirements are satisfied;



(xii)                  keep Seller’ Counsel advised as to the initiation and progress of any registration under Section 10.1, Section
10.2 or Section 10.5 hereunder;

(xiii)                  cooperate with each seller of Registrable Securities and each underwriter participating in the disposition of
such Registrable Securities and their respective counsel in connection with any filings required to be made with the FINRA; and

(xiv)                  take all other steps reasonably necessary to effect the registration of the Registrable Securities contemplated
hereby.

10.8        Seller Information. The Parent may require each seller of Registrable Securities as to which any registration is being effected to
furnish, and such seller shall furnish, to the Parent such information regarding the distribution of such securities as the Parent may from time to
time reasonably request in writing, as a condition to including such Registrable Securities in such Registration Statement.

10.9        Notice to Discontinue. Each Seller agrees that, upon receipt of any notice from the Parent of the happening of any event of the
kind described in Section 10.7(a)(v), such Seller shall forthwith discontinue disposition of Registrable Securities pursuant to the Registration
Statement covering such Registrable Securities until such Seller’ receipt of the copies of the supplemented or amended prospectus
contemplated by Section 10.7(a)(v) and, if so directed by the Parent, such Seller shall deliver to the Parent (at the Parent’s expense) all copies,
other than permanent file copies then in such Seller’ possession, of the prospectus covering such Registrable Securities which is current at the
time of receipt of such notice. If the Parent shall give any such notice, the Parent shall extend the period during which such Registration
Statement shall be maintained effective pursuant to this Agreement (including the period referred to in Section 10.7(a)(ii)) by the number of
days during the period from and including the date of the giving of such notice pursuant to Section 10.7(a)(v) to and including the date when
sellers of such Registrable Securities under such Registration Statement shall have received the copies of the supplemented or amended
prospectus contemplated by and meeting the requirements of Section 10.7(a)(v).

10.10     Registration Expenses. The Parent shall pay all expenses arising from or incident to its performance of, or compliance with, this
Agreement, including (i) Commission, stock exchange and FINRA registration and filing fees, (ii) all fees and expenses incurred in complying
with securities or “blue sky” laws (including reasonable fees, charges and disbursements of counsel to any underwriter incurred in connection
with “blue sky” qualifications of the Registrable Securities as may be set forth in any underwriting agreement), (iii) all printing, messenger and
delivery expenses, (iv) the fees, charges and expenses of counsel to the Parent and of its independent public accountants and any other
accounting fees, charges and expenses incurred by the Parent (including any expenses arising from any “cold comfort” letters or any special
audits incident to or required by any registration or qualification) and the reasonable legal fees, charges and expenses of a single counsel to the
Seller incurred by such Seller participating in any registration as a group, and (v) any liability insurance or other premiums for insurance
obtained in connection with any Demand Registration or piggy-back registration thereon, Incidental Registration or S-3 Registration pursuant
to the terms of this Agreement, regardless of whether such Registration Statement is declared effective. All of the expenses described in the
preceding sentence of this Section 10.10 are referred to herein as “Registration Expenses.” The holder of Registrable Securities sold pursuant
to a Registration Statement shall bear the expense of any broker’s commission or underwriter’s discount or commission relating to registration
and sale of such Seller’ Registrable Securities and, subject to clause (iv) above, shall bear the fees and expenses of their own counsel.

10.11     Indemnification; Contribution.

(a)            Indemnification by the Parent. The Parent shall indemnify and hold harmless each Seller, its partners, directors, officers,
Affiliates and each Person who controls (within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act) the
Seller from and against any and all claims, liabilities, damages, losses, costs and expenses (including amounts paid in satisfaction of
judgments, in compromises and settlements, as fines and penalties and legal or other costs and reasonable expenses of investigating or
defending against any claim or alleged claim) (each, a “Liability” and collectively, “Liabilities”), arising out of or based upon any
untrue, or allegedly untrue, statement of a material fact contained in any Registration Statement, prospectus or preliminary prospectus (as
amended or supplemented if the Parent shall have furnished any amendments or supplements thereto) or arising out of or based upon any
omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the statements therein not
misleading (or in the case of any prospectus, in light of the circumstances such statements were made), except insofar as such Liability
arises out of or is based upon any untrue statement or alleged untrue statement or omission or alleged omission contained in such
Registration Statement, preliminary prospectus or final prospectus in reliance and in conformity with information concerning any Seller
furnished in writing to the Parent by such Seller expressly for use therein, including the information furnished to the Parent pursuant to
Section 10.11(b). The Parent shall also provide customary indemnities to any underwriters of the Registrable Securities, their officers,
directors and employees and each Person who controls such underwriters (within the meaning of Section 15 of the Securities Act or
Section 20 of the Exchange Act) to the same extent as provided above with respect to the indemnification of the Seller.

(b)           Indemnification by the Seller. In connection with any Registration Statement in which any Seller is participating pursuant
to Section 10.1, Section 10.2 or Section 10.5 hereof, each Seller shall promptly furnish to the Parent in writing such information with
respect to such Seller as the Parent may reasonably request or as may be required by law for use in connection with any such Registration
Statement or prospectus and all information required to be disclosed in order to make the information previously furnished to the Parent
by such Seller not materially misleading or necessary to cause such Registration Statement not to omit a material fact with respect to such
Seller necessary in order to make the statements therein not misleading. Each Seller agrees to indemnify and hold harmless the Parent, its
partners, directors, officers, Affiliates, any underwriter retained by the Parent and each Person who controls the Parent or such
underwriter (within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act) from and against any and all
Liabilities arising out of or based upon any untrue, or allegedly untrue, statement of a material fact contained in any Registration
Statement, prospectus or preliminary prospectus (as amended or supplemented if the Parent shall have furnished any amendments or
supplements thereto) or arising out of or based upon any omission or alleged omission to state therein a material fact required to be stated
therein or necessary to make the statements therein not misleading (or in the case of any prospectus, in light of the circumstances such



statements were made), but if and only to the extent that such Liability arises out of or is based upon any untrue statement or alleged
omission or alleged untrue statement or omission contained in such Registration Statement, preliminary prospectus or final prospectus in
reliance and in conformity with information concerning such Seller furnished in writing by such Seller expressly for use therein,
provided, however, that the total amount to be indemnified by each Seller pursuant to this Section 10.11(b) shall be limited to such Seller’
pro rata portion of the net proceeds (after deducting the underwriters’ discounts and commissions) received by such Seller in the offering
to which the Registration Statement or prospectus relates.

(c)            Conduct of Indemnification Proceedings. Any Person entitled to indemnification under this Section 10.11 (the
“Indemnified Party”) agrees to give prompt written notice to the indemnifying party (the “Indemnifying Party”) after the receipt by the
Indemnified Party of any written notice of the commencement of any action, suit, proceeding or investigation or threat thereof made in
writing for which the Indemnified Party intends to claim indemnification or contribution pursuant to this Agreement; provided, however,
that the failure so to notify the Indemnifying Party shall not relieve the Indemnifying Party of any Liability that it may have to the
Indemnified Party hereunder (except to the extent that the Indemnifying Party is prejudiced or otherwise forfeits substantive rights or
defenses by reason of such failure). If notice of commencement of any such action is given to the Indemnifying Party as above provided,
the Indemnifying Party shall be entitled to participate in and, to the extent it may wish, jointly with any other Indemnifying Party
similarly notified, to assume the defense of such action at its own expense, with counsel chosen by it and reasonably satisfactory to such
Indemnified Party. The Indemnified Party shall have the right to employ separate counsel in any such action and participate in the
defense thereof, but the fees and expenses of such counsel shall be paid by the Indemnified Party unless (i) the Indemnifying Party
agrees to pay the same, (ii) the Indemnifying Party fails to assume the defense of such action with counsel reasonably satisfactory to the
Indemnified Party or (iii) the named parties to any such action (including any impleaded parties) include both the Indemnifying Party and
the Indemnified Party and the Indemnified Party has been advised by such counsel that either (x) representation of such Indemnified
Party and the Indemnifying Party by the same counsel would be inappropriate under applicable standards of professional conduct or (y)
there may be one or more legal defenses available to the Indemnified Party which are different from or additional to those available to
the Indemnifying Party. In any of such cases, the Indemnifying Party shall not have the right to assume the defense of such action on
behalf of such Indemnified Party, it being understood, however, that the Indemnifying Party shall not be liable for the fees and expenses
of more than one separate firm of attorneys (in addition to any local counsel) for all Indemnified Parties. No Indemnifying Party shall be
liable for any settlement entered into without its written consent (such consent not to be unreasonably withheld or delayed). No
Indemnifying Party shall, without the consent of such Indemnified Party, effect any settlement of any pending or threatened proceeding
in respect of which such Indemnified Party is a party and indemnity has been sought hereunder by such Indemnified Party, unless such
settlement includes an unconditional release of such Indemnified Party from all liability for claims that are the subject matter of such
proceeding.

(d)           Contribution. If the indemnification provided for in this Section 10.11 from the Indemnifying Party is held by a court of
competent jurisdiction to be unavailable to an Indemnified Party hereunder in respect of any Liabilities referred to herein, then the
Indemnifying Party, in lieu of indemnifying such Indemnified Party, shall contribute to the amount paid or payable by such Indemnified
Party as a result of such Liabilities in such proportion as is appropriate to reflect the relative fault of the Indemnifying Party on the one
hand and Indemnified Party on the other in connection with the statements or omissions which resulted in such Liabilities, as well as
other relevant equitable considerations. The relative fault of such Indemnifying Party and Indemnified Party shall be determined by
reference to, among other things, whether any untrue or alleged untrue statement of a material fact or omission or alleged omission to
state a material fact relates to information supplied by such Indemnifying Party or Indemnified Party and the parties’ relative intent,
knowledge, access to information and opportunity to correct or prevent such statement or omission. The amount paid or payable by a
party as a result of the Liabilities referred to above shall be deemed to include, subject to the limitations set forth in Sections 10.11(a),
10.11(b) and 10.11(c), any legal or other fees, charges or expenses reasonably incurred by such party in connection with any
investigation or proceeding; provided, however, that the total amount to be contributed by any Seller shall be limited to the net proceeds
(after deducting the underwriters’ discounts and commissions) received by the Seller in the offering.

(e)            Fraud. The parties hereto agree that it would not be just and equitable if contribution pursuant to Section 10.11(d) were
determined by pro rata allocation or by any other method of allocation which does not take account of the equitable considerations
referred to in the immediately preceding paragraph. No Person guilty of fraudulent misrepresentation (within the meaning of Section
11(f) of the Securities Act) shall be entitled to contribution from any Person who was not guilty of such fraudulent misrepresentation.

10.12     Initial Public Offering.

(a)            In connection with an Initial Public Offering of the Parent, (i) the Seller hereby grant a power of attorney to the Parent to
act on their behalf to effect the provisions of this Section 10.12, and (ii) all Seller shall and shall cause their Affiliates to take all
necessary or desirable actions in connection with the consummation of such transaction, (A) to, as the Board of Directors may reasonably
request, (x) convert the Parent to a corporate form in a tax-free transaction (except to the extent of taxable income or gain required to be
recognized by a Seller in an amount that does not exceed the amount of cash or any property or rights (other than stock) received by such
Seller upon the consummation of such transaction and/or any concurrent transaction), (y) accomplish the foregoing by effecting a
transaction that is treated as the contribution of the Registrable Securities of the Parent into a newly formed “shell” corporation pursuant
to Section 351 of the Code, with the result that each Seller shall hold capital stock of such surviving corporation or business entity (in
each case, the “Parent”, and any reference in this Article X to the Parent also being a reference to the Parent, as applicable) or (z) take
such action as is necessary to complete an offering in an up-C structure, and (B) to cause the Parent to assume all of the obligations of the
Parent under this Article X.

(b)           Upon the approval of the Board of Directors that such action is necessary to preserve the benefits of “tacking” under Rule
144 of the Securities Act, such conversion or merger may be structured to occur without any action on the part of any Seller, and each
Seller hereby consents in advance to any action that the Board of Directors shall deem necessary to accomplish such result.



(c)            In connection with an Initial Public Offering, all of the outstanding Units of the Parent shall automatically convert into
shares of common stock of the Parent (the “Stock”) immediately prior to the consummation of the Initial Public Offering or at such other
time as the Board of Directors may determine or shares of preferred stock that are the equivalent to shares of common stock but also
contain a 4.99% beneficial ownership blocker in customary form so that the holder may neither convert or vote more than 4.99% of the
outstanding voting stock of the Parent.

10.13     Registration Rights Agreement. The Parent and each of the Seller acknowledge and agree that in connection with and effective
upon the consummation of a transaction referenced in Section 10.12, the Parent or any successor and each of the Seller will enter into a
registration rights agreement on substantially the terms and conditions set forth in this Article X, mutatis mutandis.

 

 

 



Exhibit 99.1
Red Cat to Acquire Fat Shark

Expands Presence in the First-Person View (FPV) Drone Business
 
Red Cat Holdings, Inc. (RCAT:OTC) today announced the signing of a defini2ve agreement to acquire Fat Shark Holdings, the market leader in
FPV headsets. The transaction, subject to customary conditions, is expected to close on or before November 1, 2020.

 
Founded in 2007, Fat Shark is the leading provider of headsets and goggles for professional racers and drone pilots with an es2mated market
share of 85%. Fat Shark is presently genera2ng approximately $7 million (unaudited) in annual revenues which will significantly increase the
revenue base of the combined companies. This transac2on follows the Company’s acquisi2on in January 2020 of Rotor Riot, a leading
provider of FPV and drone racing hardware.
 
“Our expected acquisi2on of Fat Shark strengthens our posi2on by providing direct access to premier FPV technology favored by professional
racers and drone enthusiasts alike. The combina2on not only provides a fully-integrated supply chain but adds design and development
capabili2es as well as interna2onal manufacturing and distribu2on. Greg French and Allan Evans bring world-renowned skills and decades of
experience to our team. Fat Shark’s exis2ng digital plaMorm and innova2on also provides a valuable road map to fuel our future growth and
our expansion into the enterprise drone market” stated Jeff Thompson, CEO of Red Cat. “Importantly, it posi2ons us to con2nue to develop
and introduce innovative products and solutions as commercial applications of drone technology expand in the coming years.”
 
“Red Cat has emerged as a leader in the FPV sector of the drone industry and we are excited to join their growing team of business
professionals” noted Greg French, founder and CTO of Fat Shark. Added Allan Evans, CEO of Fat Shark “We are excited to partner and
integrate feedback from the top pilots at Rotor Riot as we develop and expand our digital video systems. Rotor Riot is especially well situated
to help us build better FPV products as well as expand into enterprise training and field solutions.”
 
“With the addi2on of Fat Shark to Red Cat’s porMolio we have paired a quality hardware base with Rotor Riot, a robust
educa2onal/entertainment brand” stated Chad Kapper CEO of Rotor Riot. “Fat Shark’s new line of digital headsets with their “out of the box”
functionality meshes perfectly with our popular “Ready To Fly” (RTF) packages. We are excited to promote their functionality on our YouTube
channel and our digital store at www.rotorriot.com as well as leverage the strong brand recogni2on Rotor Riot enjoys. We believe the
addi2on also allows us to con2nue expansion into the emerging gaming and augmented reality (AR) markets with future innova2ve
products.”
 
About Red Cat Holdings, Inc.
 
Red Cat is developing a fully-integrated drone supply chain with secure blockchain-based distributed storage, analytics and SaaS solutions for
adoption in the drone industry. Red Cat supports education, training and sales of drone products through its Rotor Riot platform and is
developing the means to accurately track, report and review flight data that will be useful for insurance and regulatory requirements. Red Cat's
maintains a commitment to deliver unrivaled innovation to make drones aviators and products accountable and the sky a safer place. For
additional information, visit www.redcatholdings.com and www.rotorriot.com.
 
Safe Harbor
 
The information provided in this press release may include forward-looking statements relating to future events or the future financial
performance of the Company. Because such statements are subject to risks and uncertainties, actual results may differ materially from those
expressed or implied by such forward-looking statements. Words such as "anticipates," "plans," "expects," "intends," "will," "potential," "hope"
and similar expressions are intended to identify forward-looking statements. These forward-looking statements are based upon current
expectations of the Company and involve assumptions that may never materialize or may prove to be incorrect. Actual results and the timing
of events could differ materially from those anticipated in such forward-looking statements as a result of various risks and uncertainties.



Detailed information regarding factors that may cause actual results to differ materially from the results expressed or implied by statements in
this press release relating to the Company may be found in the Company's periodic filings with the Securities and Exchange Commission,
including the factors described in the sections entitled "Risk Factors", copies of which may be obtained from the SEC's website at
www.sec.gov. The parties do not undertake any obligation to update forward-looking statements contained in this press release.
 
Contact
 
Chad Kapper
Phone: ​(818) 906-4701
E-mail: support@rotorriot.com
F-Website: https://rotorriot.com
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