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Item 2.01 Completion of Acquisition or Disposition of Assets
 
On December 30, 2015, CannaVEST Corp. (the “Company”) entered into an Agreement and Plan of Reorganization (the “Purchase
Agreement”) with CANNAVEST Merger Sub, Inc., a Florida corporation and a wholly-owned subsidiary of the Company (“Merger Sub”),
CANNAVEST Acquisition LLC (“LLC”), a Delaware limited liability company and a wholly-owned subsidiary of the Company, CanX,
Inc, a Florida corporation (“CanX”), and The Starwood Trust, as the Shareholder Representative.
 
Capitalized terms not defined herein shall have their respective meanings as set forth in the Purchase Agreement, a copy of which is filed as
Exhibit 2.1 to this Current Report on Form 8-K and is incorporated herein by this reference. The following constitutes a summary of certain
provisions of the Purchase Agreement, which does not purport to be complete and is qualified in its entirety by reference to the full text of
the Purchase Agreement.
 
Pursuant to the Purchase Agreement and filing of certain articles of merger with the Florida Secretary of State and certificate of merger
with the Delaware Secretary of State, Merger Sub merged with and into CanX with CanX surviving such merger (the “Merger”), in
accordance with the Purchase Agreement and the Florida Business Corporation Act (“FBCA”), and immediately following the
effectiveness of the Merger, CanX merged with and into the LLC with the LLC surviving such merger (the “LLC Merger” and, together
with the Merger, the “Combination”), in accordance with the Purchase Agreement, the FBCA and the Delaware Limited Liability Company
Act. Upon consummation of the Combination, CanX ceased to exist and all property, rights, privileges, powers and franchises of the CanX
vested in the LLC, and all debts, liabilities and duties of CanX become the debts, liabilities and duties of LLC.
 
In consideration for the acquisition of CanX and its wholly owned subsidiary, Canabine, LLC, a Florida limited liability company, pursuant
to the Combination, the Company paid and issued to the former shareholders of CanX at closing an aggregate sum of Two Hundred Fifty
Thousand Dollars ($250,000) in cash and Five Million (5,000,000) shares of Company common stock and, subject to the Company or its
Affiliates achieving certain post-closing milestones, the Company will pay and issue certain additional contingent consideration to the
former shareholders of CanX, as set forth below (collectively, the “Contingent Merger Consideration”), subject to claims for
indemnification by the Company, if any, prior to that time:
 

(i) the Company will pay to the former shareholders of CanX the aggregate sum of Two Hundred Fifty Thousand Dollars
($250,000) the first time the Company closes an equity or equity-linked financing with the principal purpose of raising capital from an
existing or new financing source in a transaction or series of related transactions with aggregate gross proceeds of not less than Seven
Hundred Fifty Thousand Dollars ($750,000);

 
(ii) the Company will issue to the former shareholders of CanX Four Million Five Hundred Thousand (4,500,000) shares of

Company common stock the first time the Company or one of its Affiliates completes development of a U.S. Food & Drug Administration
(“FDA”) current good manufacturing practice grade batch of successfully synthetically formulated “ready to ship” Cannabidiol (“CBD”)
for use in drug development activities, as confirmed in writing by the third-party formulating entity engaged to conduct such development;

 
(iii) the Company will issue to the former shareholders of CanX Five Million (5,000,000) shares of Company common stock the

first time the Company or one of its Affiliates files an investigational new drug application with the FDA in connection with a development
program utilizing CBD as the active pharmaceutical ingredient (a “CBD Drug Product”);

 
(iv) the Company will issue to the former shareholders of CanX Five Million (5,000,000) shares of Company common stock the

first time the Company or one of its Affiliates commences a Phase I clinical trial as authorized by the FDA for a CBD Drug Product;
 
(v) the Company will issue to the former shareholders of CanX Five Million (5,000,000) shares of Company common stock the

first time the Company or one of its Affiliates commences a Phase II clinical trial as authorized by the FDA for a CBD Drug Product;
 
(vi) in addition, in consideration for the acquisition of CanX and its wholly owned subsidiary, Canabine, LLC, a Florida limited

liability company, pursuant to the Combination, subject to and commencing from and after the first commercial release by the Company or
one of its Affiliates of the first CBD Drug Product developed by the Company or one of its Affiliates formulated to treat human medical
conditions, the Company will pay to the former shareholders of CanX, on a calendar quarterly basis in perpetuity, subject to the Company’s
Buy-Out Option, as described below, an amount equal to five percent (5%) of net sales of such CBD Drug Product (the “First CBD Drug
Product Earn-Out Payments”); and
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(vii) subject to and commencing from and after the first commercial release by the Company or one of its Affiliates of the second

CBD Drug Product developed by the Company or one of its Affiliates formulated to treat human medical conditions, the Company will pay
to the former shareholders of CanX, on a calendar quarterly basis in perpetuity, subject to the Company’s Buy-Out Option, as described
below, an amount equal to five percent (5%) of net sales of such CBD Drug Product (the “Second CBD Drug Product Earn Out Payments”,
and, together with the First CBD Drug Product Earn Out Payments, the “CBD Drug Product Earn Out Payments”).

 
The Company has the right, but not the obligation, at any time upon delivery of written notice, to buyout (the “Buy-Out Option”) any and
all remaining CBD Drug Product Earn-Out Payments in exchange for a one-time buyout consideration payment to the former shareholders
of CanX comprised of such aggregate number of registered and freely tradable shares of Company common stock equal to (a) five percent
(5%) multiplied by (b) the greater of (1) the total number of shares of Company common stock issued and outstanding on the date the Buy-
Out Option notice is deemed delivered to the Shareholder Representative in accordance with the Purchase Agreement, or (2) the total
number of shares of Company common stock issued and outstanding on the Buy-Out Closing Date (the “Buy-Out Stock Consideration”).
The closing of the Buy-Out Option shall occur as soon as reasonably practicable after the delivery of the Buy-Out Option notice, but in any
event within thirty (30) days of the delivery of such notice (the “Buy-Out Closing Date”). Upon tender of the Buy-Out Stock Consideration,
all rights of the former shareholders of CanX to the CBD Drug Product Earn-Out Payments shall terminate and be of no further force or
effect.
 
The Purchase Agreement contains standard and customary representations, warranties, covenants and indemnification provisions. The
Purchase Agreement has been included to provide our shareholders with information regarding its terms. It is not intended to provide any
other factual information about CanX or the Company. The Purchase Agreement contains representations and warranties that the parties to
the Purchase Agreement made to and solely for the benefit of each other.
 
CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS
 
Any statements in this presentation about future expectations, plans and prospects for the Company, including statements regarding the
negotiation and execution of a definitive agreement for the possible sale of the Company's Interface Board Business, the consummation of
such sale transaction, and any other statements about management's future expectations, beliefs, goals, plans or prospects constitute
forward-looking statements for purposes of the safe harbor provisions under The Private Securities Litigation Reform Act of 1995.
Forward-looking statements can be identified by the Company's use of the words "believes," "anticipates," "plans," "expects," "may,"
"will," "would," "should," "intends," "estimates," "seeks" or similar expressions, whether negative or affirmative. Forward-looking
statements are subject to known and unknown risks and uncertainties that could cause actual results or events to differ materially from
those indicated by such forward-looking statements as a result of various important factors, including obtaining the requisite governmental
and contractual consents to the transaction, as well as the other important factors as are described in the Company's filings with the U.S.
Securities and Exchange Commission, including those included under the heading "Risk Factors" in the Company's Quarterly Report on
Form 10-Q for the fiscal quarter ended September 30, 2015. The Company disclaims any intention or obligation to update any forward-
looking statements after the date of this presentation.
 
Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant

 
The information provided above in “Item 2.01 – Completion of Acquisition or Disposition of Assets” of this Current Report on Form 8-K
is incorporated by reference into this Item 2.03.
 
Item 3.02 Unregistered Sales of Equity Securities
 
The information provided above in “Item 2.01 – Completion of Acquisition or Disposition of Assets” of this Current Report on Form 8-K
is incorporated by reference into this Item 3.02.
 
The issuance of the shares of the Company’s common stock upon consummation of the Combination and represented by the Contingent
Merger Consideration is exempt from registration under the Securities Act of 1933, as amended (the “Act”), in reliance on exemptions from
the registration requirements of the Act in transactions not involved in a public offering pursuant to Rule 506(b) of Regulation D, as
promulgated by the Securities and Exchange Commission under the Act.
 
Item 5.02 Departure of Directors or Certain Officers; Election of Officers; Election of Directors; Appointment of Certain

Officers; Compensatory Arrangements of Certain Officers
 
On January 4, 2016, the Board appointed James A. McNulty, CPA as a director of the Company and its Chairman of the Audit Committee.
There is no arrangement or understanding between Mr. McNulty and any other person pursuant to which Mr. McNulty was selected as a
director of the Company. Mr. McNulty is a former shareholder of CanX, and thereby received a pro rata portion of the consideration paid
to the CanX shareholders upon consummation of the Merger, and is entitled to a pro rata share of the Contingent Merger Consideration
when paid, if any. Except as provided in the preceding sentence, Mr. McNulty does not have any direct or indirect material interest in any
existing or proposed transaction to which the Company is or may become a participant required to be disclosed by Item 404(a) of
Regulation S-K under the Securities Exchange Act of 1934, as amended.
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Other than the Company’s formal plan for compensating its directors for their services, whereby each director, other than the Chairman of
the Board, receives $500 per meeting of the Board attended and 25,000 shares of the Company’s common stock for each full year of
service on the Board, there are no plans, contracts or arrangements or amendments to any plans, contracts or arrangements entered into with
Mr. McNulty in connection with his election to the Board, nor are there any grants or awards made to Mr. McNulty in connection therewith.
 
Mr. McNulty is a Certified Public Accountant, and since 1998 has served as Chief Financial Officer and/or Chief Operating Officer of
various biotechnology and health-care related companies, including BioDelivery Sciences International, Inc. (NASDAQ: BDSI), Hedgepath
Pharmaceuticals, Inc. (OTC: HPPI), Repurposed Therapeutics, Inc., Accentia Biopharmaceuticals, Inc. (OTC: ABPI), Biovest International,
Inc. (OTC: BVTI) and Hopkins Capital Group, among other companies.
 
Mr. McNulty received a Bachelor of Arts from the University of South Florida in 1972, and has obtained certifications as a Valuation
Analyst, for Business Valuation I-VIII, and Personal Financial Planning I-VII. Mr. McNulty also is a Certified Public Accountant in the
State of Florida.
 
Item 5.03 Amendments to Articles of Incorporation or Bylaws; Change in Fiscal Year
 
On January 4, 2016, the Company filed a Certificate of Amendment of Certificate of Incorporation (the “Charter”) reflecting its corporate
name change to “CV Sciences, Inc.”, effective on January 5, 2016. In addition, on January 4, 2016, the Company amended its Bylaws to
reflect its corporate name change to “CV Sciences, Inc.”. The Company will promptly pursue the name change with the Financial Industry
Regulatory Authority (FINRA), and seek approval of a ticker symbol change to “CVSS”.
 
Item 7.01 Regulation FD Disclosure
 
On January 4, 2016, the Company announced the entry into and consummation of the Purchase Agreement, and related ancillary
information including the change of the Company’s name and the appointment of Mr. McNulty to the Company’s Board of Directors.

 
The information set forth under this Item 7.01, including Exhibit 99.1, is being furnished and, as a result, such information shall not be
deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject
to the liabilities of such Section, nor shall such information be deemed incorporated by reference in any filing under the Act, or the
Exchange Act, except as expressly set forth by specific reference in such a filing.
 
Item 9.01 Financial Statements and Exhibits.
 
(d)       Exhibits
 
2.1 Agreement and Plan of Merger, dated December 30, 2015
99.1 Press Release of CannaVEST Corp., dated January 4, 2016
 
 

SIGNATURES
 

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on
its behalf by the undersigned hereunto duly authorized.
 
Date: January 4, 2016
 
 CANNAVEST CORP.
  
  
  
 By: /s/  Michael Mona, Jr.
 Michael Mona, Jr.
 President and CEO
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AGREEMENT AND PLAN OF REORGANIZATION

 
THIS AGREEMENT AND PLAN OF REORGANIZATION  (this “Agreement”), dated as of December 30, 2015 (the “Effective

Date”), is made and entered into by and among (i) CANNAVEST CORP., a Delaware corporation (“ Parent”), (ii) CANNAVEST Merger
Sub, Inc., a Florida corporation and a wholly-owned subsidiary of Parent (“Merger Sub”), (iii) CANNAVEST Acquisition LLC (“ LLC”),
a Delaware limited liability company and a wholly-owned subsidiary of Parent, (iv) CanX, Inc, a Florida corporation (the “Company”) and
(v) The Starwood Trust, as the Shareholder Representative (as defined in Section 8.1 of this Agreement) (the Shareholder Representative
together with Parent, Merger Sub, LLC, and the Company, each a “Party” and, collectively, the “Parties”).

 
RECITALS

 
A. The Parties intend to effect (1) a merger of Merger Sub with and into the Company with the Company surviving such merger

(the “Merger”), in accordance with this Agreement and the Florida Business Corporation Act (“FBCA”), and (2) immediately following
the effectiveness of the Merger, a merger of the Company with and into the LLC with the LLC surviving such merger (the “LLC Merger”
and, together with the Merger, the “Combination”), in accordance with this Agreement, the FBCA and the Delaware Limited Liability
Company Act (the “DE LLC Act”). Upon consummation of the Combination, the Company will cease to exist.

 
B. The Parties intend that the Combination shall be treated as an integrated transaction and that the Combination shall qualify as a

reorganization within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended (the “Code”).
 
C. The board of directors of each of Parent, Merger Sub, and Parent as the sole member of the LLC, has approved, and deem it

advisable and in the best interests of each entity and their respective shareholders and members to consummate the Combination and the
Transactions, upon the terms and subject to the conditions set forth herein.

 
D. The board of directors and Shareholders of the Company have determined that the Merger and the consummation of the

Transactions contemplated hereby, including the Combination, are advisable and in the best interest of the Company and its Shareholders
and have approved this Agreement and the consummation of the Transactions upon the terms and subject to the conditions set forth herein.

 
E. The board of directors of each of Parent, the Company, Merger Sub, and Parent as the sole member of the LLC, have approved

this Agreement and the Transactions in accordance with the provisions of the Delaware General Corporation Law if applicable, and, in the
case of the LLC, in accordance with the DE LLC Act, and, in the case of the Company and Merger Sub, in accordance with the applicable
provisions of the FBCA.

 
F. The Parties desire to make certain representations, warranties, indemnities and other agreements in connection with the

Combination as set forth in this Agreement.
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AGREEMENT

 
NOW, THEREFORE, in consideration of the foregoing premises and the mutual promises herein made, and in consideration of

the representations, warranties, and covenants contained herein, the Parties hereby agree as follows:
 

ARTICLE I
THE COMBINATION

 
Section 1.1                  Combination. At the Effective Time of the Merger, and upon the terms set forth in this Agreement and in

accordance with the FBCA, Merger Sub shall be merged with and into the Company, and the separate existence of Merger Sub shall cease.
The Company shall continue as the surviving corporation in the Merger (the “Surviving Corporation”). Immediately following the
Effective Time of the Merger, upon the terms set forth in this Agreement and in accordance with the FBCA and the DE LLC Act, the
Surviving Corporation shall be merged with and into the LLC, and the separate existence of the Surviving Corporation shall cease. The
LLC shall continue as the surviving entity in the LLC Merger (the “Surviving Entity”) and shall succeed to and assume all the rights and
obligations of the Company (as the Surviving Corporation) in accordance with the FBCA and the DE LLC Act.

 
Section 1.2                  Closing; Effective Time. The consummation of the transactions contemplated by this Agreement (the

“Closing”) will take place concurrently with the mutual execution and delivery of this Agreement on the Effective Date (the date on which
the Closing actually occurs, the “Closing Date”) via facsimile, electronic mail or overnight courier delivery. Subject to the provisions of
this Agreement, the Parties shall cause articles of merger satisfying the applicable requirements of the FBCA and consistent with the
provisions of this Agreement (the “Articles of Merger”) to be filed no later than the Closing Date with the Secretary of State of the State of
Florida as provided under the FBCA and shall make all other filings or recordings required by all applicable Laws in connection with the
Merger. The Merger shall become effective on the date on which and at such time as the Articles of Merger and any other documents
necessary to effect the Merger in accordance with the FBCA are duly filed with the Florida Secretary of State, or such other time as is
agreed upon by the Parties and specified in the Articles of Merger (the time at which the Merger becomes effective is hereinafter referred to
as the “Effective Time of the Merger”). Subject to the provisions of this Agreement, Parent shall cause (a) articles of merger satisfying
the applicable requirements of the FBCA and consistent with the provisions of this Agreement (the “ Second Articles of Merger ”), to be
duly executed by the Company (as the Surviving Corporation) and the LLC, to be filed no later than the Effective Time of the Merger, with
the Florida Secretary of State as provided under the FBCA, and (b) a certificate of merger satisfying the applicable requirements of the DE
LLC Act and consistent with the provisions of this Agreement (“ Certificate of Merger”) to be duly executed and filed by the LLC (as the
Surviving Entity) no later than the Effective Time of the Merger with the Delaware Secretary of State (the time of such filing with the
Delaware Secretary of State, or such other time as is agreed upon by the Parties and specified in the Certificate of Merger, being the
“Effective Time of the LLC Merger”). All deliveries to be made or other actions to be taken at the Closing shall be deemed to occur
simultaneously, and no such delivery or action shall be deemed complete until all such deliveries and actions have been completed or the
relevant Parties have agreed to waive such delivery or action. If the Closing does not occur, any delivery made or other action taken at the
Closing shall be deemed not to have occurred and be without force or effect.
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Section 1.3                  Effects of the Combination. The Merger and the LLC Merger shall have the effects set forth in the

applicable provisions of the FBCA and the DE LLC Act.
 
Section 1.4                  Articles of Incorporation; Bylaws; Certificate of Formation; Limited Liability Company Agreement;

Directors and Officers.
 

(a)                At the Effective Time of the Merger, the Articles of Incorporation of Merger Sub, as in effect immediately
prior to the Effective Time of the Merger, shall be the Articles of Incorporation of the Surviving Corporation until thereafter amended in
accordance with the FBCA and as provided in such Articles of Incorporation, except that the name of the corporation set forth therein shall
be changed to “CanX, Inc”.

 
(b)               At the Effective Time of the Merger, the Bylaws of Merger Sub, as in effect immediately prior to the

Effective Time of the Merger, shall be the Bylaws of the Surviving Corporation until thereafter amended in accordance with the FBCA and
as provided in such Bylaws, except that the name of the corporation set forth therein shall be changed to “CanX, Inc”.

 
(c)                The directors and officers of the Surviving Corporation immediately after the Effective Time of the Merger

shall be the respective individuals who are directors and officers of Merger Sub immediately prior to the Effective Time of the Merger.
 
(d)               The Certificate of Formation of the Surviving Entity immediately after the Effective Time of the LLC

Merger shall be in a form approved by Parent and in compliance with the DE LLC Act.
 
(e)                The Limited Liability Company Agreement of the Surviving Entity immediately after the Effective Time of

the LLC Merger shall be in a form approved by Parent and in compliance with the DE LLC Act.
 
(f)                The managers and officers of the Surviving Entity immediately after the Effective Time of the LLC Merger

shall be the respective individuals who are managers and officers of the Surviving Entity immediately prior to the Effective Time of the
LLC Merger.

 
ARTICLE II

CONVERSION OF SECURITIES
 

Section 2.1            Conversion of Shares.
 

(a)                Subject to Section 2.3, Section 2.5 and ARTICLE VII, at the Effective Time of the Merger, by virtue of the
Merger and without any further action on the part of Parent, Merger Sub, the Company or any Shareholder:

 
(i)                 each share of common stock of the Company outstanding immediately prior to the Effective Time

of the Merger (the “Company Common Stock”), other than Dissenting Shares (if any), shall be converted into the right of the holder
thereof to receive: (A) an amount in cash equal to the Closing Per Share Cash Amount; plus (B) such number of shares of Parent Common
Stock equal to the Closing Per Share Stock Amount (the consideration set forth in clauses (A) and (B), together, the “Closing Merger
Consideration”); plus (C) such consideration, if any, to be paid in respect of such share of Company Common Stock to the former holder
thereof in accordance with Section 2.6 (the “Contingent Merger Consideration” and, together with the Closing Merger Consideration, the
“Merger Consideration”); and
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(ii)               each share of the common stock of Merger Sub outstanding immediately prior to the Effective Time

of the Merger shall be converted into one share of common stock of the Surviving Corporation.
 

Notwithstanding the foregoing, no fraction of a share of Parent Common Stock shall be issued, but in lieu thereof each holder of shares of
Company Common Stock who would otherwise be entitled to a fraction of a share of Parent Common Stock (after aggregating all fractional
shares of Parent Common Stock to be received by such holder) shall receive from Parent an amount of cash (rounded up to the nearest
whole cent) equal to the product of (i) such fraction, multiplied by (ii) the closing price of the Parent common stock (OTC: CANV) on the
business day immediately preceding the Closing Date.
 

(b)               For purposes of this Agreement:
 

(i)                 “Aggregate Change of Control Amount” means the aggregate amount of any amounts paid in
consideration for a release, severance, change of control or other similar payment, expenditure, Liability or potential Liability of the
Company or any other Acquired Company (excluding Transaction Expenses) that arises or is expected to arise, is triggered or becomes due
or payable, in whole or in part, as a direct or indirect result of the consummation (whether alone or in combination with any other event or
circumstance) of the Merger or the LLC Merger or any of the other transactions contemplated hereby.

 
(ii)               “Aggregate Closing Cash Consideration” means: (A) Two Hundred Fifty Thousand Dollars

($250,000); minus (A) the Aggregate Change of Control Amount;  minus (B) the Transaction Expenses; minus (C) the aggregate
Indebtedness of the Acquired Companies as of the Closing Date.

 
(iii)             “Aggregate Closing Stock Consideration ” means Five Million (5,000,000) shares of Parent

Common Stock.
 
(iv)             “Closing Per Share Cash Amount” means the amount determined by multiplying: (A) the

Aggregate Closing Cash Consideration; by (B) the Common Stock Percentage.
 
(v)               “Closing Per Share Stock Amount ” means the amount determined by multiplying: (A) the

Aggregate Closing Stock Consideration; by (B) the Common Stock Percentage.
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(vi)             “Common Stock Percentage” means the quotient obtained by dividing (A) a single share of

Company Common Stock by (y) the Total Company Common Stock.
 
(vii)           “Parent Common Stock” shall mean share(s) of common stock, par value $0.0001, of Parent.
 
(viii)         “Total Company Common Stock” means the total number of shares of Company Common Stock

issued and outstanding immediately prior to the Effective Time of the Merger (including Dissenting Shares).
 

(c)                Schedule 2.1(c) (the “Closing Payment Schedule”) sets forth: (i) the Aggregate Change of Control Amount;
(ii) the aggregate Transaction Expenses; (iii) the aggregate amount of Indebtedness of the Acquired Companies as of the Closing Date; (iv)
the name and address of record of each Shareholder; (v) the number of shares of Company Common Stock held by each Shareholder; (vi)
the portion of the Closing Merger Consideration that each Shareholder is entitled to receive with respect to the shares of Company
Common Stock pursuant to Section 2.1 (specifying the amount of such consideration to be paid in cash and the number of shares of Parent
Common Stock to be issued, as applicable); and (vii) the total amount of Taxes to be withheld from the consideration that each Shareholder
is entitled to receive pursuant to Section 2.1.

 
(d)               At the Effective Time of the LLC Merger, (i) each outstanding share of capital stock of the Surviving

Corporation shall be cancelled and cease to exist and no consideration shall be paid or payable in respect thereof, and (ii) each limited
liability company interest of the LLC shall be unaffected by the LLC Merger and shall remain outstanding as a limited liability company
interest in the Surviving Entity.

 
Section 2.2            Closing of the Company’s Transfer Books . At the Effective Time of the Merger: (a) all shares of Company

Common Stock (or any other shares of capital stock of the Company) outstanding immediately prior to the Effective Time of the Merger
shall automatically be canceled and retired and shall cease to exist, and all holders of certificates representing shares of Company Common
Stock (or any other shares of capital stock of the Company), if any, that were outstanding immediately prior to the Effective Time of the
Merger shall cease to have any rights as shareholders of the Company, other than the right to receive the Merger Consideration; and (b) the
stock transfer books of the Company shall be closed with respect to all shares of Company Common Stock (or any other shares of capital
stock of the Company) outstanding immediately prior to the Effective Time of the Merger. No further transfer of any such shares of
Company Common Stock shall be made on such stock transfer books after the Effective Time of the Merger.

 
Section 2.3            Letter of Transmittal.
 

(a)                At or prior to the Closing, Parent will deliver to the Shareholder Representative for distribution to the
Shareholders (other than any Dissenting Shareholders, each, an “Eligible Shareholder”, and from an after the Effective Time with respect
to the Contingent Merger Consideration, each, an “Eligible Participant”) a letter of transmittal in customary form and containing such
provisions as Parent may reasonably specify (a “Letter of Transmittal”). Upon delivery of a duly executed Letter of Transmittal and such
other documents to Parent, as may be reasonably required by Parent, each Eligible Shareholder shall be entitled at the Closing to receive in
exchange therefor the Merger Consideration then due such Eligible Shareholder if and to the extent such Eligible Shareholder has the right
to receive the same subject to and in accordance with the terms and conditions of this Agreement. Upon delivery of a duly executed Letter
of Transmittal at the Closing and such other documents to Parent, as may be reasonably required by Parent, in accordance with this Section
2.3(a), Parent shall pay, and, immediately after the Closing issue and deliver, to each Eligible Shareholder at the Closing the amount of
Closing Merger Consideration due to such Eligible Shareholder in accordance with this Agreement.
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(b)               Neither Parent, the Surviving Entity, the Company nor the Surviving Corporation shall be Liable to any

holder or former holder of Company Common Stock, or any other person with respect to any portion of the Merger Consideration delivered
to any public official in good faith pursuant to any applicable abandoned property Law, escheat Law or similar Law.

 
Section 2.4                  Taking of Necessary Action; Further Action . If, at any time after the Effective Time of the Merger, any

further action is necessary or desirable to carry out the purposes of this Agreement and to vest the Surviving Entity with full right, title and
possession to all assets, property, rights, privileges, powers and franchises of the Company, the officers and directors of Parent and the
managers and officers of the Surviving Entity are fully authorized in the name of their respective entities or otherwise to take, and shall
take, all such lawful and necessary action, so long as such action is not inconsistent with this Agreement.

 
Section 2.5            Dissenters Rights.
 

(a)                Definition. “Dissenting Shares” shall mean any shares of Company Common Stock outstanding
immediately prior to the Effective Time of the Merger and held by a holder (each, a “Dissenting Shareholder”) who has not voted in favor
of the Merger or consented thereto in writing, and who has demanded the fair market value for such shares of Company Common Stock in
accordance with Chapter 607, Section 1301 et seq. of the FBCA.

 
(b)               No Right to Merger Consideration. Subject to Section 2.5(c) below, notwithstanding any provision of this

Agreement to the contrary, Dissenting Shares shall not be converted into or represent a right to receive any portion of the Merger
Consideration or cash in lieu of fractional shares of Parent Common Stock pursuant to Section 2.1, but the holder thereof shall be entitled to
only such rights as are granted by the FBCA.

 
(c)                Withdrawal of Dissenters’ Rights. Notwithstanding the provisions of Section 2.5(a) and (b), if any holder of

shares of Company Common Stock who demands the fair market value for such holder’s shares under the FBCA effectively withdraws or
loses (through failure to perfect or otherwise) the right thereto, then as of the Effective Time of the Merger or the occurrence of such event,
whichever later occurs, such holder’s shares of Company Common Stock shall automatically be converted into, and represent only the right
to receive, the Merger Consideration, without interest, upon execution and delivery of a Letter of Transmittal (and any additional
documents contemplated by Section 2.3) to Parent with respect to such shares of Company Common Stock, as may be reasonably requested
by Parent.
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Section 2.6            Contingent Consideration.
 

(a)                For purposes of this Section 2.6, the following terms shall have the following meanings:
 

(i)                 “Aggregate Contingent Financing Consideration” means the sum of Two Hundred Fifty
Thousand Dollars ($250,000).

 
(ii)               “Aggregate Contingent Financing Consideration Condition Precedent” means, after the Closing

Date, and as a condition precedent to the Parent’s obligation to pay the Aggregate Contingent Financing Consideration, as set forth herein,
the first time Parent closes an equity or equity-linked financing with the principal purpose of raising capital from an existing or new
financing source in a transaction or series of related transactions with aggregate gross proceeds of not less than Seven Hundred Fifty
Thousand Dollars ($750,000).

 
(iii)             “Milestone 1 Contingent Stock Consideration” means Four Million Five Hundred Thousand

(4,500,000) shares of Parent Common Stock.
 
(iv)             “Milestone 1 Contingent Stock Consideration Condition Precedent” means, after the Closing

Date, and as a condition precedent to the Parent’s obligation to deliver the Milestone 1 Contingent Stock Consideration, as set forth herein,
the first time Parent or one of its Affiliates completes development of an FDA current good manufacturing practice (“ CGMP”) grade batch
of successfully synthetically formulated “ready to ship” Cannabidiol (“CBD”) for use in drug development activities, as confirmed in
writing by the third-party formulating entity engaged to conduct such development.

 
(v)               “Milestone 2 Contingent Stock Consideration” means Five Million (5,000,000) shares of Parent

Common Stock.
 
(vi)             “Milestone 2 Contingent Stock Consideration Condition Precedent” means, after the Closing

Date, and as a condition precedent to the Parent’s obligation to deliver the Milestone 2 Contingent Stock Consideration, as set forth herein,
the first time Parent or one of its Affiliates files an investigational new drug application with the U.S. Food & Drug Administration
(“FDA”) in connection with a development program utilizing CBD as the active pharmaceutical ingredient (a “CBD Drug Product”).

 
(vii)           “Milestone 3 Contingent Stock Consideration” means Five Million (5,000,000) shares of Parent

Common Stock.
 
(viii)         “Milestone 3 Contingent Stock Consideration Condition Precedent” means, after the Closing

Date, and as a condition precedent to the Parent’s obligation to deliver the Milestone 3 Contingent Stock Consideration, as set forth herein,
the first time Parent or one of its Affiliates commences a Phase I clinical trial as authorized by the FDA for a CBD Drug Product.
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(ix)             “Milestone 4 Contingent Stock Consideration” means Five Million (5,000,000) shares of Parent

Common Stock.
 
(x)               “Milestone 4 Contingent Stock Consideration Condition Precedent” means, after the Closing

Date, and as a condition precedent to the Parent’s obligation to deliver the Milestone 4 Contingent Stock Consideration, as set forth herein,
the first time Parent or one of its Affiliates commences a Phase II clinical trial as authorized by the FDA for a CBD Drug Product.

 
(xi)             “Milestone 5A Contingent Payment Consideration” means an amount equal to the consideration

payable pursuant to and in accordance with, and subject to the terms and conditions set forth on, Schedule 2.6(a)(xi), including the buyout
provisions set forth therein.

 
(xii)           “Milestone 5A Contingent Payment Consideration Condition Precedent” means, after the

Closing Date, and as a condition precedent to the obligation to pay the Milestone 5A Contingent Payment Consideration, as set forth herein,
the first commercial release by Parent or one of its Affiliates of the first CBD Drug Product developed by Parent or one of its Affiliates.

 
(xiii)         “Milestone 5B Contingent Payment Consideration” means an amount equal to the consideration

payable pursuant to and in accordance with, and subject to the terms and conditions set forth on, Schedule 2.6(a)(xiii), including the buyout
provisions set forth therein.

 
(xiv)         “Milestone 5B Contingent Payment Consideration Condition Precedent” means, after the Closing

Date, and as a condition precedent to the obligation to pay the Milestone 5B Contingent Payment Consideration, as set forth herein, the first
commercial release by Parent or one of its Affiliates of the second CBD Drug Product developed by Parent or one of its Affiliates.

 
(xv)           “Pro Rata Portion” means, with respect to each Eligible Participant, an amount equal to the quotient

obtained by dividing (A) the total number of shares of Company Common Stock held by such Eligible Participant (in his capacity as an
Eligible Shareholder) immediately prior to the Effective Time of the Merger by (B) the Total Company Common Stock. As of the Effective
Date, each Shareholder’s Pro Rata Portion is set forth on Schedule 2.6(a)(xv).

 
(b)               Subject to Article VII and the satisfaction of the Aggregate Contingent Financing Consideration Condition

Precedent, Parent shall, within two (2) Business Days from the date, if any, on which the Aggregate Contingent Financing Consideration
Condition Precedent is satisfied, pay to each Eligible Participant an amount in cash equal to the product of (i) the Aggregate Contingent
Financing Consideration multiplied by (ii) such Eligible Participant’s Pro Rata Portion, to such Eligible Participant’s account as set forth in
such Eligible Participant’s Letter of Transmittal. For the avoidance of doubt and notwithstanding any other term or provision of this
Agreement, payment of the Aggregate Contingent Financing Consideration following satisfaction of the Aggregate Contingent Financing
Consideration Condition Precedent shall only be required to be made once.
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(c)                Subject to Article VII and the satisfaction of the Milestone 1 Contingent Stock Consideration Condition

Precedent, Parent shall, within five (5) Business Days from the date, if any, on which the Milestone 1 Contingent Stock Consideration
Condition Precedent is satisfied, issue and deliver to each Eligible Participant such number of shares of Parent Common Stock equal to the
product of (i) the Milestone 1 Contingent Stock Consideration multiplied by (ii) such Eligible Participant’s Pro Rata Portion, to such
Eligible Participant’s account as set forth in such Eligible Participant’s Letter of Transmittal. For the avoidance of doubt and
notwithstanding any other term or provision of this Agreement, payment of the Milestone 1 Contingent Stock Consideration following
satisfaction of the Milestone 1 Contingent Stock Consideration Condition Precedent shall only be required to be made once.

 
(d)               Subject to Article VII and the satisfaction of the Milestone 2 Contingent Stock Consideration Condition

Precedent, Parent shall, within five (5) Business Days from the date, if any, on which the Milestone 2 Contingent Stock Consideration
Condition Precedent is satisfied, issue and deliver to each Eligible Participant such number of shares of Parent Common Stock equal to the
product of (i) the Milestone 2 Contingent Stock Consideration multiplied by (ii) such Eligible Participant’s Pro Rata Portion, to such
Eligible Participant’s account as set forth in such Eligible Participant’s Letter of Transmittal. For the avoidance of doubt and
notwithstanding any other term or provision of this Agreement, payment of the Milestone 2 Contingent Stock Consideration following
satisfaction of the Milestone 2 Contingent Stock Consideration Condition Precedent shall only be required to be made once.

 
(e)                Subject to Article VII and the satisfaction of the Milestone 3 Contingent Stock Consideration Condition

Precedent, Parent shall, within five (5) Business Days from the date, if any, on which the Milestone 3 Contingent Stock Consideration
Condition Precedent is satisfied, issue and deliver to each Eligible Participant such number of shares of Parent Common Stock equal to the
product of (i) the Milestone 3 Contingent Stock Consideration multiplied by (ii) such Eligible Participant’s Pro Rata Portion, to such
Eligible Participant’s account as set forth in such Eligible Participant’s Letter of Transmittal. For the avoidance of doubt and
notwithstanding any other term or provision of this Agreement, payment of the Milestone 3 Contingent Stock Consideration following
satisfaction of the Milestone 3 Contingent Stock Consideration Condition Precedent shall only be required to be made once.

 
(f)                Subject to Article VII and the satisfaction of the Milestone 4 Contingent Stock Consideration Condition

Precedent, Parent shall, within five (5) Business Days from the date, if any, on which the Milestone 4 Contingent Stock Consideration
Condition Precedent is satisfied, issue and deliver to each Eligible Participant such number of shares of Parent Common Stock equal to the
product of (i) the Milestone 4 Contingent Stock Consideration multiplied by (ii) such Eligible Participant’s Pro Rata Portion, to such
Eligible Participant’s account as set forth in such Eligible Participant’s Letter of Transmittal. For the avoidance of doubt and
notwithstanding any other term or provision of this Agreement, payment of the Milestone 4 Contingent Stock Consideration following
satisfaction of the Milestone 4 Contingent Stock Consideration Condition Precedent shall only be required to be made once.

 
 

9



 

 
(g)               Subject to Article VII and the satisfaction of the Milestone 5A Contingent Payment Consideration Condition

Precedent, Parent shall, following the date, if any, on which the Milestone 5A Contingent Payment Consideration Condition Precedent is
satisfied, pay (or cause its applicable Affiliate to pay) each Eligible Participant an amount in cash equal to the product of (i) the Milestone
5A Contingent Payment Consideration multiplied by (ii) such Eligible Participant’s Pro Rata Portion, to such Eligible Participant’s account
as set forth in such Eligible Participant’s Letter of Transmittal, subject to and in accordance with Schedule 2.6(a)(xi).

 
(h)               Subject to Article VII and the satisfaction of the Milestone 5B Contingent Payment Consideration Condition

Precedent, Parent shall, following the date, if any, on which the Milestone 5B Contingent Payment Consideration Condition Precedent is
satisfied, pay (or cause its applicable Affiliate to pay) each Eligible Participant an amount in cash equal to the product of (i) the Milestone
5B Contingent Payment Consideration multiplied by (ii) such Eligible Participant’s Pro Rata Portion, to such Eligible Participant’s account
as set forth in such Eligible Participant’s Letter of Transmittal, subject to and in accordance with Schedule 2.6(a)(xiii).

 
(i)                 Subject to and conditioned upon the prior satisfaction of the Aggregate Contingent Financing Consideration

Condition Precedent, the Milestone 1 Contingent Stock Consideration Condition Precedent, the Milestone 2 Contingent Stock
Consideration Condition Precedent, and the Milestone 3 Contingent Stock Consideration Condition Precedent (collectively, the “Trigger
Event”), upon the occurrence of a Disposition Event and to the extent not previously paid, (A) all of the Milestone 4 Contingent Stock
Consideration (but none of the Milestone 5A Contingent Payment Consideration or the Milestone 5B Contingent Payment Consideration)
shall become automatically due and owing, and (B) unless (x) the surviving entity or third party purchaser assumes both the Milestone 5A
Contingent Payment Consideration and the Milestone 5B Contingent Payment Consideration, and (y) any two of Michael Mona, Jr., Joseph
Dowling and Michael Mona, III are part of the executive management team of the surviving entity or third party purchaser, the buyout
provisions set forth on Schedule 2.6(a)(xi) for both the Milestone 5A Contingent Payment Consideration and the Milestone 5B Contingent
Payment Consideration shall be deemed to be exercised. Simultaneously with or immediately prior to the occurrence of any such
Disposition Event, following the Trigger Event, and only to the extent not previously paid, Parent shall issue and deliver to each Eligible
Participant such number of shares of Parent Common Stock equal to the product of (1) the unissued portion of the Milestone 4 Contingent
Stock Consideration multiplied by (2) such Eligible Participant’s Pro Rata Portion, to such Eligible Participant’s account as set forth in such
Eligible Participant’s Letter of Transmittal. Prior to the Trigger Event, Parent agrees not to engage in a Disposition Event unless the
surviving entity or third party purchaser in any such Disposition Event assumes the outstanding obligations under this Agreement with
respect to the Contingent Merger Consideration.

 
(j)                 No rights or interest of any Eligible Participant pursuant to Section 2.6 may be assigned, transferred or

otherwise disposed of, in whole or in part, other than (i) pursuant to the laws of descent and distribution or by will, or (ii) as required by
Law.
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Section 2.7            Withholding Taxes. Only to the extent required by applicable Law, Parent and the Surviving Entity shall be

entitled to withhold from any payments that are made under this Agreement to any Eligible Shareholder or Eligible Participant, any
applicable withholding, payroll or other Taxes that are required to be withheld with respect to the making of such payment under any
provision of federal, state, local or foreign tax Law.

 
Section 2.8            Transfer Taxes . All Transfer Taxes incurred in connection with this Agreement, if any, shall be allocated

between the Shareholders, on one hand, and the Parent, on the other hand, in a manner consistent with applicable Law.
 

ARTICLE III
REPRESENTATIONS AND WARRANTIES

OF THE COMPANY
 

Except as set forth in the schedules to this Article III delivered to Parent on the date of this Agreement (the “Company Disclosure
Schedule”), the Company hereby represents and warrants to Parent, Merger Sub and the LLC as follows:

 
Section 3.1            Organization and Qualification.
 

(a)                The Company is a corporation duly incorporated and organized and validly existing under the laws of the
State of Florida and is in good standing under such laws. The Company has the requisite corporate power and authority: (i) to own and
operate its properties and assets, and to carry on its business as currently conducted; and (ii) to perform its obligations under all Contracts to
which it is a party or by which it is bound. The Company is duly qualified and is authorized to do business and is in good standing as a
foreign corporation in all jurisdictions in which the nature of its activities and of its properties (both owned and leased) makes such
qualification necessary or required, except where the failure to be so qualified would not have a Material Adverse Effect. Each such
jurisdiction is identified in Section 3.1(a) of the Company Disclosure Schedule.

 
(b)               The Company Subsidiary is a limited liability company duly formed and organized and validly existing under

the laws of the State of Florida and is in good standing under such laws. The Company Subsidiary has the requisite corporate power and
authority: (i) to own and operate its properties and assets, and to carry on its business as currently conducted; and (ii) to perform its
obligations under all Contracts to which it is a party or by which it is bound. The Company Subsidiary is duly qualified and is authorized to
do business and is in good standing as a foreign limited liability company in all jurisdictions in which the nature of its activities and of its
properties (both owned and leased) makes such qualification necessary or required, except where the failure to be so qualified would not
have a Material Adverse Effect. Each such jurisdiction is identified in Section 3.1(b) of the Company Disclosure Schedule.

 
(c)                Each of the Acquired Companies has furnished, or made available, to Parent a true, correct and complete

copy of its Organizational Documents, as currently in effect on the date of this Agreement, including a copy of the written operating
agreement of the Company Subsidiary duly executed by the Company as the sole member thereof (the “Operating Agreement ”). The
Company, as the sole member and manager of the Company Subsidiary, has approved the transfer of its ownership in the Company
Subsidiary pursuant hereto, in accordance with the terms of the Operating Agreement.
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(d)               Section 3.1(d) of the Company Disclosure Schedule sets forth the name of all officers, managers and

directors of each of the Acquired Companies, as applicable.
 

Section 3.2            Capitalization; Shares and Shareholder Information.
 

(a)                As of the date of this Agreement (immediately prior to the Effective Time of the Merger), the authorized
capital stock of the Company consists of 50,000,000 shares of Company Common Stock, of which 1,000,000 shares are issued and
outstanding.

 
(b)               All shares of Company Common Stock outstanding on the date of this Agreement (immediately prior to the

Effective Time of the Merger) are set forth on, and are owned beneficially and of record by the Persons and in the amounts set forth in,
Section 3.2(b) of the Company Disclosure Schedule (as set forth therein, each a “Shareholder” and, collectively, the “Shareholders”). No
other class or series of capital stock of the Company is authorized or outstanding. The Closing Payment Schedule is true and accurate in all
respects. No share certificates representing any of the outstanding shares of Company Common Stock have ever been issued by the
Company.

 
(c)                All of the outstanding shares of Company Common Stock: (i) have been duly authorized and validly issued,

fully paid and are nonassessable and were issued in compliance with all applicable federal and state securities laws and other applicable
Law, including the FBCA and Sections 607.0625 and 607.0626 thereof; (ii) are free of any Encumbrances created by the Company, and, to
the Knowledge of the Company, free of any Encumbrances created by or imposed upon the holders thereof, other than restrictions on
transfer imposed by federal or state securities laws; (iii) were not issued in violation of any preemptive rights or rights of first refusal
created by statute, the Company Organizational Documents or any Contract to which the Company is a party or by which it is bound; (iv)
are not entitled or subject to any preemptive right or any similar right; and (v) are not subject to any right of first refusal or similar right in
favor of the Company or any other Person. There is no Contract relating to the voting, registration of, or restricting any Person from
purchasing, selling, pledging or otherwise disposing of (or granting any option or similar right with respect to), any Company Capital
Stock.

 
(d)               There is no: (i) outstanding subscription, option, warrant or other right (whether or not currently exercisable)

to acquire from the Company any shares of the capital stock or other securities of the Company; (ii) outstanding security, instrument or
obligation that is or may become convertible into or exchangeable for any shares of the capital stock or other securities of the Company;
(iii) Contract under which the Company is or may become obligated to sell or otherwise issue any shares of its capital stock or any other
securities; or (iv) condition or circumstance known to the Company that may give rise to or provide a basis for the assertion of a claim by
any Person to the effect that such Person is entitled to acquire or receive: (A) any shares of capital stock or other securities of the Company,
or (B) any portion of any Merger Consideration payable in connection with the Merger.
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(e)                The Company has never repurchased, redeemed or otherwise reacquired any Company Capital Stock or

other securities of the Company.
 
(f)                The Company owns all of the outstanding equity interests in Canabine, LLC, a limited liability company duly

formed under the laws of Florida (the “Company Subsidiary”). No other class or series of equity interests of the Company Subsidiary is
authorized or outstanding. All of the outstanding equity interests of Company Subsidiary: (i) have been duly authorized and validly issued,
fully paid and are nonassessable and were issued in compliance with all applicable federal and state securities laws and other applicable
Law; (ii) are free of any Encumbrances created by the Company or the Company Subsidiary, and free of any Encumbrances created by or
imposed upon the holders thereof, other than restrictions on transfer imposed by federal or state securities laws; (iii) were not issued in
violation of any preemptive rights or rights of first refusal created by statute, the Company Subsidiary Organizational Documents or any
Contract to which the Company or the Company Subsidiary is a party or by which it is bound; (iv) are not entitled or subject to any
preemptive right or any similar right; and (v) are not subject to any right of first refusal or similar right in favor of the Company or any
other Person. Other than the Company Subsidiary’s Organizational Documents, there is no Contract relating to the voting, registration of,
or restricting any Person from purchasing, selling, pledging or otherwise disposing of (or granting any option or similar right with respect
to), any Company Subsidiary units of limited liability company interests or equity interests, either directly or indirectly. There is no
outstanding subscription, option, warrant or other right (whether or not currently exercisable) to acquire from the Company Subsidiary any
units of limited liability company interests or equity interests or other securities of the Company Subsidiary, outstanding security,
instrument or obligation that is or may become convertible into or exchangeable for any units of limited liability company interests or
equity interests or other securities of the Company Subsidiary, Contract under which the Company Subsidiary is or may become obligated
to sell or otherwise issue any units of limited liability company interests or equity interests or other securities, or condition or circumstance
known to the Company that may give rise to or provide a basis for the assertion of a claim by any Person to the effect that such Person is
entitled to acquire or receive any units of limited liability company interests or equity interests or other securities of the Company
Subsidiary.

 
(g)               The Company Subsidiary has never repurchased, redeemed or otherwise reacquired any units of limited

liability company interests or equity interests or other securities of the Company Subsidiary.
 

Section 3.3            Corporate Power; Authorization. The Company has all requisite corporate power and authority to enter into this
Agreement and to consummate the Merger and the LLC Merger.

 
(a)                The Company has the right, power and authority to enter into and to perform its obligations under this

Agreement; and the execution, delivery and performance by the Company of this Agreement has been duly authorized by all necessary
corporate action on the part of the Company and its board of directors and shareholders.

 
(b)               The affirmative vote or consent of the Company’s board of directors and the holders of a majority of the

Company Common Stock are the only votes of the holders of any Company Common Stock necessary under applicable law and the
Company Organizational Documents to adopt this Agreement and the other transactions contemplated hereby.
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(c)                The board of directors of the Company has: (i) unanimously determined that the Merger and the LLC Merger

is advisable and fair and in the best interests of the Company and its shareholders, (ii) unanimously authorized and approved the execution,
delivery and performance of this Agreement by the Company and the Transactions contemplated hereby and unanimously approved the
Merger and the LLC Merger, and (iii) unanimously recommended the approval of this Agreement by the holders of Company Common
Stock and directed that this Agreement and the Merger be submitted for consideration and unanimous approval by the Company’s
Shareholders concurrent with the execution and delivery hereof. The Company’s Shareholders have unanimously approved this Agreement
and the Transactions contemplated hereby, including the Merger, pursuant to and in accordance with the Consent concurrent with the
execution and delivery hereof on the Effective Date.

 
(d)               This Agreement, when executed and delivered by the Company, will constitute a valid and binding

obligation of the Company enforceable in accordance with its terms, subject to (i) laws of general application relating to specific
performance, injunctive relief or other equitable remedies, and (ii) applicable bankruptcy, insolvency, reorganization or other Laws of
general application relating to or affecting the enforcement of creditors’ rights generally.

 
Section 3.4            Company Subsidiaries. Except for its ownership of the Company Subsidiary, the Company does not own or

control, directly or indirectly, any equity interest in any Entity. The Company is not a participant in any joint venture, partnership or similar
arrangement. The Company has neither agreed nor is obligated to make, nor is bound by any Contract under which it may become
obligated to make, any future investment in or capital contribution to any other entity.

 
Section 3.5            Governmental Authorizations. Section 3.5 of the Company Disclosure Schedule identifies each and all material

Governmental Authorization(s) held by any of the Acquired Companies, and the Company has delivered or made available to Parent or its
counsel accurate and complete copies of all such Governmental Authorizations. The Governmental Authorizations identified in Section 3.5
of the Company Disclosure Schedule are valid and in full force and effect, and collectively constitute all material Governmental
Authorizations necessary to enable the Acquired Companies to conduct their businesses (including all material Government Authorizations
required under applicable Environmental Law) all in the manner in which such businesses are currently being conducted. Each of the
Acquired Companies is, and at all times has been, in compliance in all material respects with the terms and requirements of the
Governmental Authorizations identified in Section 3.5 of the Company Disclosure Schedule. No Acquired Company has received any
written notice or other written communication from any Governmental Body regarding (a) any actual or possible violation of or failure to
comply with any term or requirement of any material Governmental Authorization, or (b) any actual or possible revocation, withdrawal,
suspension, cancellation, termination or modification of any material Governmental Authorization. No Governmental Body has at any time
challenged in writing the right of any Acquired Company to design, develop, manufacture, license, offer to sell or sell any of its products or
services. Notwithstanding anything in this Article III, no representation is being made with respect to any authorization or approval that
may be required relating to or controlling the manufacture, sale or possession of CBD or products containing CBD. The Acquired
Companies make no representation or warranty regarding their ability to comply with FDA tobacco control deeming regulations regarding
vape products, if and when adopted.
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Section 3.6            Compliance with Laws; No Conflicts.
 

(a)                Each Acquired Company is, and at all times has been, in compliance: (i) with any and all provisions of its
Organizational Documents, as amended to date; and (ii) in all material respects with any applicable Law; provided that, no representation or
warranty is being made concerning any Law relating to or controlling the manufacture, sale or possession of CBD. The Acquired
Companies make no representation or warranty regarding their ability to comply with FDA tobacco control deeming regulations regarding
vape products, if and when adopted.

 
(b)               The Company has complied with the provisions of the FBCA in connection with this Agreement and the

Transactions contemplated hereby, including all requisite notifications, disclosures and requirements under, including the timelines required
under, Chapter 607, Section 1301 et seq. of the FBCA.

 
(c)                Neither: (A) the execution, delivery or performance of this Agreement by the Company or any of the other

Ancillary Agreements referred to in this Agreement to which the Company is a Party, nor (B) the consummation of the Merger or any of the
other Transactions by the Company, will directly or indirectly (with or without notice or lapse of time):

 
(i)                 contravene, conflict with or result in a violation of (x) any of the provisions of any of the Acquired

Company Organizational Documents, or (y) any resolution adopted by the Company’s shareholders, the Company’s board of directors or
any committee of the Company’s board of directors, including any resolutions of the board of directors of the Company as the sole member
of the Company Subsidiary;

 
(ii)               contravene, conflict with or result in a violation of, or give any Governmental Body or other Person

the right to challenge the Merger or any of the other Transactions under any Law or to exercise any remedy or obtain any relief under any
Order to which the Company, or any of the assets owned or used by the Company, is subject;

 
(iii)             contravene, conflict with or result in a violation of any of the terms or requirements of, or give any

Governmental Body the right to revoke, withdraw, suspend, cancel, terminate or modify, any material Governmental Authorization that is
held by the Company or that otherwise relates to the Company’s business or to any of the assets owned or used by the Company;

 
(iv)             contravene, conflict with or result in a violation or breach of, or result in a default under (or in the

event that, with notice or lapse of time, or both, would constitute a default under), any provision of any Company Material Contract, or give
any Person the right to (w) declare a default or exercise any remedy under any such Company Material Contract, (x) accelerate the maturity
or performance of any such Company Material Contract, (y) rebate, chargeback or change in delivery of schedule under any Company
Material Contract, or (z) cancel, terminate or modify any such Company Material Contract; or
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(v)               result in the imposition or creation of any Encumbrance upon or with respect to any asset owned or

used by the Company.
 

(d)               Except for the filing of the Articles of Merger and the Second Articles of Merger, no Acquired Company is
or will be required to make any filing with or give any notice to, or to obtain any Consent from any Person in connection with (x) the
execution, delivery or performance of this Agreement or any of the other agreements referred to in this Agreement, or (y) the
consummation of the Merger or any of the other Transactions. For purposes of this Agreement, an Acquired Company will be deemed to be
or to have been “required” to obtain a Consent if the failure to obtain such Consent: (i) would result in the imposition of any Liability or
obligation on, or the expansion of any Liability or obligation of, such an Acquired Company; (ii) would result in the termination,
modification or limitation of any contractual or other right of any of the Acquired Companies; or (iii) would otherwise be reasonably
expected to have a Material Adverse Effect on any Acquired Company.

 
Section 3.7            Litigation. There is no Legal Proceeding pending, or, to the Company’s Knowledge, threatened against any of

the Acquired Companies that: (i) involves any Acquired Company, any Related Party by reason of an act or omission involving any of the
Acquired Companies or by reason of the fact that such Related Party is or was an agent of any of the Acquired Companies, or any of the
assets owned or used by any of the Acquired Companies; or (ii) challenges, or that may have the effect of preventing, delaying, making
illegal or otherwise interfering with, the Merger or any of the other Transactions. To the Knowledge of the Company, no event has
occurred, and no claim, dispute or other condition or circumstance exists that would reasonably be expected to, give rise to or serve as a
basis for the commencement of any such Legal Proceeding. If any claim, dispute or Legal Proceeding is disclosed in Section 3.7 of the
Company Disclosure Schedule, no such claim, dispute or Legal Proceeding could, if determined adversely to any of the Acquired
Companies that is a party thereto, reasonably be expected to have or result in a Material Adverse Effect. No Acquired Company is a party
or subject to the provisions of any Order of any Government Body. There is no action, suit, proceeding or investigation by any of the
Acquired Companies currently pending or which any of the Acquired Companies intends to initiate. There is no Order to which any of the
Acquired Companies, or any of the assets owned or used by any of the Acquired Companies, is subject.

 
Section 3.8            Financial Statements; No Undisclosed Liabilities.
 

(a)                The Company’s and the Company Subsidiary’s balance sheet and statements of operations are set forth on
Section 3.8 of the Company Disclosure Schedule and are as of the date(s) and for the periods and interim periods set forth thereon (the
“Financial Statements”). The Financial Statements (i) have been prepared from and are in accordance with the books and records of the
Acquired Companies in all material respects, and (ii) have been prepared in accordance with GAAP (subject to footnotes and stated
assumptions) as applied by the Company on a consistent basis throughout the relevant period. The Financial Statements fairly present the
financial condition and operating results of the Company (including the Company Subsidiary) in all material respects, as of the dates and
for the periods indicated therein.
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(b)               Except for Liabilities reserved or reflected in the Financial Statements and those Liabilities reflected on the

Closing Payment Schedule, no Acquired Company has incurred or accrued any Liabilities, including any Contract Liability, Tax Liability,
or Indebtedness, that is required by GAAP to be reflected or reserved against in a balance sheet of such Acquired Company (or in the notes
thereto). To the Knowledge of the Company, there is no existing condition, situation or set of circumstances which would reasonably be
expected to result in any such Liability arising other than (A) Liabilities incurred in the Ordinary Course of Business subsequent to the date
of the interim Financial Statements that are reflected on the Closing Payment Schedule; and (B) obligations under any Company Material
Contracts that can be terminated by the Company in the discretion of the Company without payment, penalty or Liability on no more than
thirty (30) days’ notice, to the extent the nature and magnitude of such Liabilities can be reasonably ascertained by reference to the text of
such Contracts, which, in the case of (A) and (B), individually or in the aggregate, are not material to the financial condition or operating
results of the Acquired Companies.

 
(c)                Section 3.8(c) of the Company Disclosure Schedule provides a breakdown and aging of all accounts

receivable, notes receivable and other receivables of the Acquired Companies as of the date set forth thereon, which is accurate and
complete in all material respects.

 
(d)               All existing accounts receivable of each of the Acquired Companies (including those accounts receivable

reflected on the interim Financial Statements that have not yet been collected and those accounts receivable arising since the date of the
accounts receivable set forth in Section 3.8(c) of the Company Disclosure Schedule which have not yet been collected) represent valid
obligations of customers of the Acquired Companies arising from bona fide transactions entered into in the Ordinary Course of Business.
To the Knowledge of the Company, there is no reason to believe that any material portion of such accounts receivable (net of recorded
reserves) will not be collected in full, without any material counterclaim or set off.

 
(e)                In all material respects, each of the Acquired Companies maintains accurate books and records reflecting its

assets and Liabilities. The systems of controls maintained by the Acquired Companies are sufficient to provide reasonable assurance that:
(i) transactions are executed in accordance with management’s general or specific authorization; (ii) transactions are recorded as necessary
to permit preparation of financial statements and to maintain accountability for assets; (iii) access to assets is permitted only in accordance
with management’s general or specific authorization; and (iv) the recorded accountability for assets is compared with the existing assets at
reasonable intervals and appropriate action is taken with respect to any differences.

 
Section 3.9            Absence of Certain Changes. Between November 17, 2015 and the date of this Agreement, there has not been:
 

(a)                any material change in the assets, Liabilities, financial condition or operating results of any of the Acquired
Companies as stated in the Financial Statements;
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(b)               any material damage, destruction, loss, or any interruption in the use of, any of the assets of any of the

Acquired Companies, whether or not covered by insurance;
 
(c)                any change or amendment to the Organizational Documents of any of the Acquired Companies;
 
(d)               any sale, assignment or transfer of all or substantially all of the Acquired Companies’ rights in any patents,

trademarks, copyrights, trade secrets or other intangible assets or other material assets, except a sale, assignment or transfer made in the
Ordinary Course of Business of tangible assets that is not material to the assets, properties, financial condition, operating results or business
of the Acquired Companies;

 
(e)                any resignation or termination of any officer, key employee or group of employees of any of the Acquired

Companies; and to the Company’s Knowledge, there is no impending resignation or termination of employment of any such officer, key
employee or group of employees;

 
(f)                any waiver by any of the Acquired Companies of a material debt owed to it;
 
(g)               any capital expenditure which, when added to all other capital expenditures made on behalf of any of the

Acquired Companies since November 17, 2015, exceeds $25,000;
 
(h)               any loans or advances by any of the Acquired Companies to, or any investments by any of the Acquired

Companies in, any Person (other than pursuant to routine advances made to employees in the Ordinary Course of Business), or incurrence
or guarantee of any indebtedness by any of the Acquired Companies for borrowed money;

 
(i)                 any material change in any compensation arrangement or agreement with any officer, director, shareholder or

employee of any of the Acquired Companies;
 
(j)                 any declaration or payment of any dividend or other distribution of the assets of any of the Acquired

Companies;
 
(k)               any Material Adverse Effect on any of the Acquired Companies, or, to the Knowledge of th e Company, any

event or circumstance, that, in combination with any other events or circumstances, would reasonably be expected to have or result in, a
Material Adverse Effect on any of the Acquired Companies;

 
(l)                 any pledge of any of the Acquired Companies’ assets nor has any of the Acquired Companies otherwise

permitted any of its assets to become subject to any Encumbrance, except for pledges of immaterial assets made in the Ordinary Course of
Business;
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(m)             any material change in the Acquired Companies’ methods of accounting or accounting practices in any

respect;
 
(n)               any material Tax election by any of the Acquired Companies outside the Ordinary Course of Business;
 
(o)               any commencement or settlement of any Legal Proceeding involving any of the Acquired Companies;
 
(p)               entry by any of the Acquired Companies into any material transaction or taking by any of the Acquired

Companies of any other action outside the Ordinary Course of Business of such Acquired Company; or
 
(q)               any agreement or commitment by any of the Acquired Companies to do any of the acts described in

subsections (a) through (p) above.
 

Section 3.10        Taxes.
 

(a)                Except as set forth in Section 3.10 of the Company Disclosure Schedule, each of the Acquired Companies
has timely filed, or caused to be filed on a timely basis, all income and other material Tax Returns which are required to be filed by it under
applicable Law. All such Tax Returns are true, correct and complete in all material respects. All Taxes due and owing by the Acquired
Companies (whether or not shown on any Tax Return) have been timely paid.

 
(b)               Each of the Acquired Companies has or will: (i) properly and timely withheld all Taxes required to be

withheld through the Closing Date, and (ii) properly remitted to the proper taxing authority all Taxes required to be remitted for which the
remittance deadline has passed, with respect to amounts paid or owed to any employee, independent contractor, shareholder or other third
party. Each of the Acquired Companies has complied in all material respects with the withholding and reporting requirements of Code
Sections 1441-1464, Code Sections 3401-3406, Code Section 6041 (information at source) and Code Section 6049 (returns relating to
payment of interest).

 
(c)                No Legal Proceeding is pending or, to the Knowledge of the Company or the Company Subsidiaries, has

been threatened against or with respect to the Company or the Company Subsidiaries in respect of any Tax. There are no unsatisfied
Liabilities for Taxes with respect to any notice of deficiency or similar document received by any of the Acquired Companies with respect
to any Tax. There are no liens or other Encumbrances for Taxes upon any of the assets of the Acquired Companies except liens for current
Taxes not yet due and payable.

 
(d)               No written claim has ever been received from any Governmental Body by any of the Acquired Companies

with respect to a jurisdiction where any of the Acquired Companies does not file a Tax Return that it is subject to taxation by that
jurisdiction.

 
(e)                None of the Acquired Companies has waived any statute of limitations in respect of Taxes or agreed to any

extension of time with respect to a Tax assessment or deficiency. No power of attorney with respect to Taxes has been executed by either of
the Acquired Companies or filed with any Governmental Body that is currently effective.
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(f)                None of the Acquired Companies is a party to any Tax-sharing agreement or similar arrangement with any

other party, and none of the Acquired Companies has assumed any obligation to pay any Tax obligations of, or with respect to any
transaction relating to, any other person or agreed to indemnify any other person with respect to any Tax, other than any obligation entered
into in the Ordinary Course of Business and the principal purpose of which is not related to Taxes.

 
(g)               None of the Acquired Companies has ever been audited by a government or Taxing authority, nor is any such

audit in process or pending, and none of the Acquired Companies has been notified in writing of any request for such an audit or other
examination.

 
(h)               None of the Acquired Companies has ever been a United States real property holding corporation within the

meaning of Section 897(c)(2) of the Code.
 
(i)                 Each of the Acquired Companies has delivered or made available to Parent or its counsel complete and

accurate copies of all income Tax Returns of each of the Acquired Companies for all Tax years that remain open or are otherwise subject to
audit, and all other Tax Returns of any of the Acquired Companies, if any, filed since November 6, 2014.

 
(j)                 None of the Acquired Companies has ever constituted either a “distributing corporation” or a “controlled

corporation” in a distribution of stock qualifying for Tax-free treatment under Section 355 of the Code.
 
(k)               The unpaid Taxes of the Acquired Companies: (A) did not, as of the date of the Interim Financial

Statements, exceed the reserve for Tax Liability (other than any reserve for deferred Taxes established to reflect timing differences between
book and Tax income) set forth on the face of the Interim Financial Statements (rather than the notes thereto), and (B) will not exceed that
reserve as adjusted for the passage of time through the Closing Date in accordance with the past custom and practice of the Acquired
Companies in filing its Tax Returns. Since the date of the Interim Financial Statements, no Acquired Company has incurred and no
Acquired Company will incur through the Closing Date any Liability for Taxes arising from extraordinary gains or losses, determined in
accordance with GAAP, outside the Ordinary Course of Business.

 
(l)                 There is no agreement, plan, arrangement or other Contract covering any director or officer or other

Company Employee, and no payments have been made or will be made to any director or officer or other employee of any of the Acquired
Companies, that, considered individually or considered collectively with any other such Contracts or payments, will, or could result in a
payment that would be considered an “excess parachute payment” and treated as nondeductible under Section 280G of the Code.

 
(m)             None of the Acquired Companies has ever been a member of any Affiliated Group (as that term is defined in

Code Section 1504(a)) filing a consolidated income tax return and the Company has no liability for Taxes of another Person under Treasury
Regulation Section 1.1502-6 (or any similar provision of state, local or foreign law), under any agreement or arrangement, as a transferee or
successor, or otherwise.
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(n)               There is no Tax ruling, request for ruling or settlement, compromise, closing or Tax collection agreement in

effect or pending with respect to the Acquired Companies.
 
(o)               None of the Acquired Companies will be required to include any item of income in, or exclude any item of

deduction from, taxable income for any taxable period (or portion thereof) ending on or after the Closing Date as a result of any: (i) change
in method of accounting for a taxable period ending on or prior to the Closing Date; (ii) “closing agreement” as described in IRC Section
7121 (or any corresponding or similar provision of state, local or foreign income Tax law) executed on or prior to the Closing Date; (iii)
installment sale or open transaction disposition made on or prior to the Closing Date; or (iv) prepaid amount received on or prior to the
Closing Date.

 
(p)               With respect to each transaction in which either of the Acquired Companies has participated that is a

“reportable transaction” within the meaning of Treasury Regulation Section 1.6011-4(b)(1), such participation has been properly disclosed
on IRS Form 8886 (Reportable Transaction Disclosure Statement) and on any corresponding form required under state, local or other law.

 
(q)               Neither of the Acquired Companies has ever been a party to any joint venture, partnership or other

arrangement or Contract that is a partnership for federal and applicable state income Tax purposes.
 

Section 3.11        Property and Assets.
 

(a)                Each of the Acquired Companies owns, and has good, valid and marketable title to, all of its properties,
assets and leasehold estates, including: (i) all assets reflected in the balance sheet of the Financial Statements; (ii) all assets listed in Section
3.11 of the Company Disclosure Schedule; and (iii) all other assets reflected on the books and records of any of the Acquired Companies as
being owned by such entity, in each case free and clear of any and all Encumbrances. Such assets are adequate for the uses to which they
are being put, are in good condition and repair (ordinary wear and tear excepted) and, other than with respect to the Company inventory and
Company IP, after giving effect to the Nicobine Arrangement, are sufficient for the conduct of each of the Acquired Companies’ business
in the manner in which such business is currently being conducted.

 
(b)               No Acquired Company owns any real property or any interest in real property, except for t he leaseholds

created under the real property leases identified in Section 3.11(b) of the Company Disclosure Schedule.
 

Section 3.12        Intellectual Property.
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(a)                The Acquired Companies own all or otherwise possess sufficient legal rights to all Company IP and all other

Intellectual Property Rights necessary for their business as now conducted. Section 3.12(a) of the Company Disclosure Schedule accurately
identifies: (a) each item of Company Registered IP and each item of Company Licensed IP in which any of the Acquired Companies has an
ownership interest or license, as applicable, and identifies the Company or Company Subsidiary as the owner thereof, as applicable
(whether exclusively, jointly with another Person, or otherwise); (b) a reasonable summary of the unregistered Company IP that is material
to the conduct of each Acquired Companies’ business as such business is currently being conducted; (c) if Registered IP, the jurisdiction in
which such item of registered Company IP has been registered or filed; and (d) any other Person, other than any of the Acquired
Companies, that has any ownership interest in any of the foregoing.

 
(b)               Each Person, including any current or former officer, manager, director employee, shareholder, consultant or

independent contractor of any of the Acquired Companies, who is or was involved in the creation or development of any Company IP, is
listed in Section 3.12(b) of the Company Disclosure Schedule and has signed a valid, enforceable agreement containing a perpetual and
irrevocable assignment of any ownership interest in, to or under any Company IP to the Acquired Company with which such Person was
involved. No third party has provided a written communication to any of the Acquired Companies challenging the right, title or interest of
any of the Acquired Companies in the Company IP, or the validity, enforceability or claim construction of any patent rights included in the
Company IP and, to the Knowledge of the Company, no such challenge has been threatened. No funding, facilities, or personnel of any
Governmental Body or any public or private university, college, or other educational or research institution were used, directly or
indirectly, to develop or create, in whole or in part, any Company IP.

 
(c)                No Acquired Company has granted to any Person any option, license or agreement of any kind with respect

to the Company IP.
 
(d)               No Acquired Company is a party to or bound by any agreements that include exclusivity, non-competition,

sub-licensing or most-favored-nation or development obligations or licenses or other arrangements relating to any Intellectual Property
Rights (or any tangible embodiment thereof) to be developed in the future by any of the Acquired Companies from any of the Company IP
as of the date of this Agreement and no Acquired Company is bound by, and no Company IP is subject to, any Contract containing any
covenant or other provision that in any way limits or restricts the ability of any of the Acquired Companies to use, exploit, assert, or enforce
any Company IP anywhere in the world. All Company IP is valid, subsisting, and enforceable. To the Knowledge of the Company, the
conduct of the Acquired Companies’ business as it is currently being conducted does not infringe, constitute contributory infringement,
inducement to infringe, misappropriation or unlawful use of Intellectual Property Rights of any other person, and no Acquired Company
has received any written notice that it is infringing upon, violating or otherwise misappropriating, the right or claimed right of any person
or entity under or with respect to any Intellectual Property Rights or licenses of third parties and to the Knowledge of the Company no
claim of such infringement or violation, or misappropriation has been threatened. No third party has or is infringing upon, violating or
misappropriating any of the Company IP.
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(e)                No Acquired Company is obligated or under any Liability to make payments by way of royalties, fees or

otherwise to any owner, licensor of, other claimant to, or party to any option, license or agreement of any kind with respect to, any
Intellectual Property Rights except for Standard Software. “Standard Software” means commercially available non-customizable, off-the-
shelf software which (1) any of the Acquired Companies licenses from a third party solely in executable or object code form pursuant to a
non-exclusive internal use software license on standard terms for less than $15,000; and (2) is not incorporated into or used in the
development, manufacturing, or distribution of any of the Company’s products. Section 3.12(e) of the Company Disclosure Schedule
identifies each Contract pursuant to which all Intellectual Property Rights or Intellectual Property (excluding Standard Software) are
licensed to any of the Acquired Companies and whether the licenses granted to any of the Acquired Companies are exclusive or non-
exclusive.

 
(f)                The Company has provided to Parent a complete copy of each standard form of Company IP Contract used

by the Acquired Companies, including each standard forms of end user license agreement, development agreement, distributor or reseller
agreement, employee, consulting or independent contractor agreement containing an assignment or license of any Intellectual Property or
Intellectual Property Rights or any confidentiality provision, and confidentiality or nondisclosure agreement. Section 3.12(f) of the
Company Disclosure Schedule identifies each Company IP Contract that deviates in any material respect from the corresponding standard
form agreement provided to Parent.

 
(g)               Section 3.12(g) of the Company Disclosure Schedule identifies each Contract pursuant to which any Person

has been granted any license under, or otherwise has received or acquired any right (whether or not currently exercisable) or interest in, any
Company IP.

 
(h)               As the Company’s business is currently conducted, no Company Products use any Open Source Code in a

manner that would require or condition any Company Product or part thereof to (A) be disclosed or distributed in source code form, (B) be
licensed for the purpose of making modifications or derivative works, (C) be redistributable at no charge, or (D) otherwise impose any
other material limitation, restriction, or condition on the right or ability of the Company to use or distribute any Company Product. The
Company does not distribute any Open Source Code.

 
(i)                 To the Company’s Knowledge, none of the software (including firmware and other software embedded in

hardware devices) owned, developed (or currently being developed), used, marketed, distributed, licensed, or sold by the Company
(collectively, “Company Software”) contains any known bug, defect, or error (including any bug, defect, or error relating to or resulting
from the display, manipulation, processing, storage, transmission, or use of date data) that adversely affects the use, functionality, or
performance of such Company Software or any product or system containing or used in conjunction with such Company Software or fails
in any material respect to comply with any applicable warranty or other contractual commitment relating to the use, functionality, or
performance of such Company Software or any product or system containing or used in conjunction with such Company Software. To the
Company’s Knowledge, no Company Software contains any “back door,” “drop dead device,” “time bomb,” “Trojan horse,” “virus,” or
“worm” (as such terms are commonly understood in the software industry) or any other code designed or intended to have, or capable of
performing, any of the following functions: (i) disrupting, disabling, harming, or otherwise impeding in any manner the operation of, or
providing unauthorized access to, a computer system or network or other device on which such code is stored or installed; or (ii) damaging
or destroying any data or file without the user’s consent.
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(j)                 No source code for any Company Software has been delivered, licensed, or made available to any escrow

agent or other Person other than an employee or contractor of the Company in the Ordinary Course of Business. The Company has no duty
or obligation (whether present, contingent, or otherwise) to deliver, license or make available the source code for the Company Software to
any escrow agent or other Person. No event has occurred, and no circumstance or condition exists, that (with or without notice or lapse of
time) will, or could reasonably be expected to, result in the delivery, license, or disclosure of the source code for any Company Software to
any other Person.

 
(k)               The Company has put in place policies and procedures to protect and maintain the confidentiality of the

proprietary know how included in the Company IP that are commercially reasonable and customary and has complied with such policies
and procedures in all material respects. The Company has not transferred or disclosed any Company IP (or any tangible embodiment
thereof) to a third party without having the recipient thereof execute a written non-disclosure agreement.

 
(l)                 Each of the Acquired Companies has complied at all times and in all material respects with all of the

Company Privacy Policies and with all applicable Law pertaining to privacy, user data, or personal data. “Company Privacy Policy”
means each external or internal, past or present privacy policy of the Company, including any policy relating to (i) the privacy of users of
the Company Products or of any website of the Company, (ii) the collection, storage, disclosure, and transfer of any user data or personal
data, and (iii) any employee information.

 
(m)             Neither the execution, delivery, or performance of this Agreement (or any Ancillary Agreements to which the

Company is a party) nor the consummation of any of the Transactions (or any Ancillary Agreement to which the Company is a party) will,
with or without notice or lapse of time, result in, or give any Person the right or option to cause or declare, (a) a loss of, or any
Encumbrance on, any Company IP; (b) a breach of any agreement described in Section 3.12(e); (c) the release, disclosure, or delivery of
any Company IP by or to any escrow agent or other Person; or (d) the grant, assignment, or transfer to any other Person of any license or
other right or interest under, to, or in any of the Company IP.

 
Section 3.13        Insurance. Section 3.13 of the Company Disclosure Schedule sets forth the insurance policies that the Acquired

Companies maintain with respect to their properties and business and identifies any material claims made thereunder since November 6,
2014, or any other material claim that is outstanding as of the date of this Agreement. The Company has delivered or made available to
Parent or its counsel accurate and complete copies of such insurance policies. There is no claim pending under any of the Acquired
Companies’ insurance policies or fidelity bonds as to which coverage has been questioned, denied or disputed by the underwriters of such
policies. Each of the Acquired Companies is in compliance in all respects with the terms of such policies and bonds. The Company has no
Knowledge of any threatened termination of, invalidation, cancellation or material premium increase with respect to, any of such policies.
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Section 3.14        Material Contracts and Obligations.
 

(a)                Section 3.14 of the Company Disclosure Schedule lists the following Company Contracts in effect as of the
date of this Agreement (each of the Company Contracts required to be listed that follows, a “Company Material Contract”):

 
(i)                 each Company Contract relating to the employment of, or the performance of services by, any

current employee, consultant or independent contractor of any of the Acquired Companies;
 
(ii)               each Company Contract pursuant to which any of the Acquired Companies is or may become

obligated to make: (A) any severance, termination or similar payments to any current or former employee or director, or (B) bonus or
similar payment (other than payments constituting base salary) to any current or former employee or director;

 
(iii)             each Company Contract involving any loans or advances by any of the Acquired Companies to any

officer, director or employee which are outstanding as of the date of this Agreement;
 
(iv)             each Company Contract relating to the acquisition, transfer, use, development, sharing or license of

any (A) technology, (B) Intellectual Property or (C) Intellectual Property Right other than pursuant to the Company’s standard customer
agreements or employee agreements in the form provided to Parent without material deviation therefrom;

 
(v)               each Company Contract imposing any material restriction on any of the Acquired Companies’ right

or ability (A) to compete with any other Person, (B) to acquire any product or other asset or any services from any other Person, to sell any
product or other asset to or perform any services for any other Person or to transact business or deal in any other manner with any other
Person, or (C) develop or distribute any technology;

 
(vi)             each Company Contract relating to the acquisition, issuance or transfer of any securities;
 
(vii)           each Company Contract (A) relating to the acquisition, issuance, voting, registration, sale or transfer

of any securities of any of the Acquired Companies, (B) providing any Person with any preemptive right, or similar right with respect to
any securities of any of the Acquired Companies, or (C) providing the Company with any right of first refusal with respect to, or right to
repurchase or redeem, any securities;

 
(viii)         each Company Contract: (A) imposing any confidentiality obligation on any of the Acquired

Companies or on any other Person (other than routine nondisclosure agreements entered into by any of the Acquired Companies in the
Ordinary Course of Business), (B) containing “standstill” or similar provisions, or (C) providing any right of first negotiation, right of first
refusal or similar right to any Person;
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(ix)             each Company Contract creating or involving any agency relationship, distribution arrangement or

franchise relationship;
 
(x)               each Company Contract relating to the creation of any Encumbrance with respect to any asset of any

of the Acquired Companies;
 
(xi)             each real property lease agreement;
 
(xii)           each Company Contract involving or incorporating any guaranty, any pledge or any surety

arrangement;
 
(xiii)         each Company Contract resulting in any of the Acquired Companies incurring or guarantying any

indebtedness for money borrowed;
 
(xiv)         each Company Contract incorporating or relating to any guaranty, any warranty, any pledge, any

performance or completion bond or any material indemnity or similar obligation;
 
(xv)           each Company Contract creating or relating to any partnership or joint venture or any sharing of

revenues, profits, losses, costs or Liabilities;
 
(xvi)         each Contract between any of the Acquired Companies and any Related Party of such entity,

including, without limitation, any Contracts that provide for indemnification of any officer, director, employee or agent;
 
(xvii)       each Company Contract not otherwise listed on Section 3.14 of the Company Disclosure Schedule that

has a term of more than 30 days and that may not be terminated by any of the Acquired Companies (without payment, penalty or Liability)
within 30 days after the delivery of a termination notice by such entity (other than (A) routine nondisclosure agreements entered into by
any of the Acquired Companies in the Ordinary Course of Business, or (B) other Contracts that do not contemplate or involve the payment
or delivery of cash or other consideration in excess of $15,000);

 
(xviii)     each Company Contract under which the Merger or any of the other Transactions would give rise to or

expand any rights in favor of, or any obligations on the part of, any of the Acquired Companies or any other Person;
 
(xix)         each Company Contract that requires (A) the payment or delivery of cash or other consideration in an

amount or having a value in excess of $15,000 in the aggregate, or (B) the performance of services having a value in excess of $15,000 in
the aggregate;

 
(xx)           any other material Company Contract that was entered into outside the Ordinary Course of Business

or was inconsistent with the Acquired Companies’ past practices;
 
(xxi)         each Company Contract that could reasonably be expected to have or result in a Material Adverse

Effect on (A) any of the Acquired Companies, or (B) the ability of the Company to perform any of its obligations under this Agreement or
to consummate any of the Transactions; and
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(xxii)       each Company Contract not otherwise listed on Section 3.14(a) through Section 3.14(a)(xxi) of the

Company Disclosure Schedule, if a breach of such Contract or the termination of such Contract could reasonably be expected to have or
result in a Material Adverse Effect. The Company has delivered or made available to Parent or its counsel accurate and complete copies of
all written Company Material Contracts, including all amendments thereto. Section 3.14 of the Company Disclosure Schedule provides an
accurate description of the terms of each Company Material Contract that is not in written form. Each Company Material Contract is valid
and in full force and effect, and is enforceable by the Acquired Company which is a party to such Contract in accordance with its terms,
subject to (i) laws of general application relating to bankruptcy, insolvency and the relief of debtors, and (ii) rules of law governing specific
performance, injunctive relief and other equitable remedies.

 
(b)               Except as set forth in Section 3.14 of the Company Disclosure Schedule:
 

(i)                 no Acquired Company has materially violated or breached, or committed any material default
under, any Company Contract, and, to the Knowledge of the Company, no other Person has materially violated or breached or committed
any material default under, any Company Contract;

 
(ii)               to the Knowledge of the Company, no event has occurred, and no circumstance or condition

currently exists, that (with or without notice or lapse of time) will, or would reasonably be expected to: (A) result in a material violation or
material breach of any of the provisions of any Company Material Contract, (B) give any Person the right to declare a default or exercise
any remedy under any Company Material Contract, (C) give any Person the right to accelerate the maturity or performance of any
Company Material Contract, or (D) give any Person the right to cancel, terminate or modify any Company Material Contract;

 
(iii)             no Acquired Company has received any written notice or other written communication regarding

any actual or possible violation or breach of, or default under, any Company Material Contract; and
 
(iv)             the Company has not waived any of its material rights under any Company Material Contract.
 

(c)                The Company Contracts identified in the Company Disclosure Schedule collectively constitute all of the
Contracts necessary to enable the Acquired Companies to conduct its business in the manner in which its business is currently being
conducted.

 
Section 3.15        Employees.
 

(a)                Section 3.15 of the Company Disclosure Schedule lists, as of the date of this Agreement, (i) the names of all
current employees (including part-time employees, temporary employees and employees on leave of absence), of any of the Acquired
Companies (the “Company Employees”); and (ii) the date each Company Employee was hired by the applicable Acquired Company, the
title of each Company Employee, the Acquired Company in which such employee is employed, the Acquired Company’s facility or
location in which such Company Employee performs services for such Acquired Company, the current annualized compensation of each
Company Employee (including breakdown of base salary, bonus and other compensation), any Governmental Authorization that, to the
Company’s Knowledge, is held by such Company Employee and that relates to or is useful in connection with the business of the Acquired
Companies and all Contracts between any of the Acquired Companies and such Company Employee.
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(b)               To the Knowledge of the Company, none of the Company Employees is obligated under any contract

(including licenses, covenants or commitments of any nature) or other agreement, or subject to any judgment, decree or Order of any court
or administrative agency, that would interfere with such Company Employee’s duties to the applicable Acquired Company or that would
conflict with the Acquired Companies’ business as presently proposed to be conducted. To the Knowledge of the Company, no officer or
key employee of any of the Acquired Companies is subject to any Order of any court or government agency or instrumentality that
prohibits such officer or other employee from engaging in or continuing any conduct, activity or practice relating to the business of the
Acquired Companies. No Company Employee has been granted the right to any compensation following termination of employment with
any of the Acquired Companies.

 
(c)                To the Knowledge of the Company, no Company Employee is a party to or is bound by any confidentiality

agreement, noncompetition agreement or other Contract that may have a material effect on the: (A) the performance by such employee of
any of his or her duties or responsibilities as an employee of the Acquired Companies; or (B) business or operations of the Acquired
Companies.

 
(d)               No Acquired Company is engaged, and each of the Acquired Companies has never been engaged, in any

unfair labor practice of any material nature. As of the date of this Agreement, none of the Acquired Companies is a party to, and has no
duty to bargain for, any collective bargaining agreement, collective labor agreement or other Contract with a labor organization, works
council, trade union or other organization or body representing or involving any Company Employees, and there are no labor organizations,
works councils, trade union or other organization or body representing, purporting to represent or, to the Knowledge of the Company,
seeking to represent any Company Employees. There has not been any strike, slowdown, work stoppage, lockout, job action, picketing,
labor dispute, question concerning representation, union organizing activity, or any threat thereof, or any similar activity or dispute,
affecting any of the Acquired Companies or any Company Employee in connection with his or her employment with the Company. There
has been no dispute between any of the Acquired Companies and any group of the Company Employees and there has been no effort on the
part of any labor union to organize any Company Employees. There is not now pending, no event has occurred and no circumstance or
condition exists, and, to the Knowledge of the Company, no Person has threatened to commence, any such strike, slowdown, work
stoppage, lockout, job action, picketing, labor dispute, question regarding representation or union organizing activity or any similar activity
or dispute. There is no claim or grievance pending or, to the Knowledge of the Company, threatened relating to any employment Contract,
wages and hours, plant closing notification, employment statute or regulation, privacy right, labor dispute, workers’ compensation policy
or long-term disability policy, safety, retaliation, immigration or discrimination matters involving any Company Employee, including
charges of unfair labor practices or harassment complaints.

 

28



 

 
(e)                Section 3.15(e) of the Company Disclosure Schedule accurately identifies each former employee of any of

the Acquired Companies who is receiving or is scheduled to receive (or whose spouse or other dependent is receiving or is scheduled to
receive) any benefits (whether from an Acquired Company or otherwise) relating to such former employee’s employment with any of the
Acquired Companies, except for benefits that a licensed insurance company is obligated to pay whether or not any of the Acquired
Companies or such individual pays any premium after the Closing Date; and Section 3.15(e) of the Company Disclosure Schedule
accurately describes such benefits.

 
(f)                The employment of each of the Company Employees is terminable by the applicable Acquired Company at

will, without payment of severance or other termination benefits. The Company has delivered or made available to Parent or its counsel
accurate and complete copies of all employee manuals and handbooks, disclosure materials, policy statements and other written materials
relating to the employment of the current and former employees of all the Acquired Companies.

 
(g)               To the Knowledge of the Company: (i) no Company Employee intends to terminate his employment with the

applicable Acquired Company; and (ii) no Company Employee has received an offer to join a business that may be competitive with the
business of any of the Acquired Companies.

 
(h)               Section 3.15(h) of the Company Disclosure Schedule sets forth, with respect to each independent contractor

of any of the Acquired Companies whose Contract is not fully performed by both parties:
 

(i)                 the name of such independent contractor, the Acquired Company for which such contractor
provides services, and the date as of which such independent contractor was originally hired by the applicable Acquired Company;

 
(ii)               a brief description of such independent contractor’s duties and responsibilities and the location or

facility in which such independent director performs his services for the applicable Acquired Company;
 
(iii)             the aggregate dollar amount of the compensation (including all payments or benefits of any type)

received by such independent contractor from the Acquired Companies with respect to services performed in 2015;
 
(iv)             the material terms of compensation of such independent contractor; and
 
(v)               any Governmental Authorization that is held by such independent contractor and that relates to or is

useful in connection with any of the business of the Company.
 

(i)                 None of the current or former independent contractors of any of the Acquired Companies could properly be
expected to be reclassified as an employee by any Governmental Body. Except as set forth in Section 3.15(i) of the Company Disclosure
Schedule, (A) there are not, and at no time have been, any independent contractors who have provided services to any of the Acquired
Companies for a period of six consecutive months or longer; and (B) none of the Acquired Companies has ever had any (1) leased
employees or (2) temporary employees who have been employed by any of the Acquired Companies for a period of six consecutive months
or longer. No independent contractor of any of the Acquired Companies is eligible to participate in any Company Employee Plan.
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(j)                 The Company has in good faith classified each of its employees and independent contractors for Tax and

other employment-related purposes.
 

Section 3.16        ERISA and Employee Benefits.
 

(a)                Section 3.16(a) of the Company Disclosure Schedule contains an accurate and complete list as of the date of
this Agreement of each Company Employee Plan and Company Employee Agreement. Except as in the Ordinary Course of Business, as
may be required by applicable Law, required by the terms of any Company Employee Agreement or Company Employee Plan or as would
not reasonably be likely to result in a material liability, the Company does not intend nor have they committed to establish or enter into any
new Company Employee Plan, or to modify any Company Employee Plan.

 
(b)               The Company has delivered or made available to Parent or its counsel accurate and complete copies of: (i) all

documents setting forth the currently in effect terms of each Company Employee Plan and each Company Employee Agreement, including
all amendments thereto and all related trust documents; (ii) the three most recent annual reports (Form Series 5500 and all schedules and
financial statements attached thereto), if any, required under ERISA, the Code or any other applicable Law in connection with each
Company Employee Plan; (iii) the most recent summary plan description together with any summaries of material modifications thereto, if
any, required under ERISA with respect to each Company Employee Plan; (v) all material written Contracts relating to each Company
Employee Plan, including administrative service agreements and group insurance contracts; (vi) all written materials provided to any
Company Employee relating to any Company Employee Plan and any proposed Company Employee Plan, in each case, relating to any
amendments, terminations, establishments, increases or decreases in benefits, acceleration of payments or vesting schedules or other events
that would reasonably be expected to result in any material Liability to any Acquired Company; (vii) all material correspondence to or from
any Governmental Body relating to any Company Employee Plan, except any correspondence relating to matters that have been finally
resolved; (viii) all forms of COBRA notices currently in use by the Company (but not actual COBRA notices provided to current COBRA
participants); (ix) all insurance policies that are in the possession of any Acquired Company and provide, or have provided, any fiduciary
Liability insurance covering the fiduciaries for each Company Employee Plan; (x) all discrimination tests required under the Code for each
Company Pension Plan intended to be qualified under Section 401(a) of the Code for the three most recent plan years; and (xi) the most
recent IRS determination or opinion letter issued with respect to each Company Pension Plan intended to be qualified under Section 401(a)
of the Code.
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(c)                Each of the Acquired Companies has performed in all material respects all obligations required to be

performed by it under each Company Employee Plan. No Acquired Company is in default or violation (in any material respect) of, and the
Company has no Knowledge of any default or violation by any other party to, the terms of any Company Employee Plan. Each Company
Employee Plan has been established and maintained in all material respects in accordance with its terms and in accordance with any and all
applicable Law. No Acquired Company has been a party to any “prohibited transaction,” within the meaning of Section 4975 of the Code
or Sections 406 and 407 of ERISA, nor to the Knowledge of the Company has any such “prohibited transaction” occurred, that in either
case is not otherwise exempt under Section 408 of ERISA with respect to any Company Employee Plan. There are no material claims
pending or, to the Knowledge of the Company, anticipated against or otherwise involving any of the Company Employee Plans and no
material suit, action or other litigation (excluding claims for benefits incurred in the Ordinary Course of Business of Company Employee
Plans activities) has been brought against or with respect to any Company Employee Plan, and to the Company’s Knowledge, no set of
circumstances exists which may reasonably give rise to a claim or lawsuit, against the Company Employee Plans, any fiduciaries thereof
with respect to their duties to the Company Employee Plans or the assets of any of the trusts under any of the Company Employee Plans
that could reasonably be expected to result in any material Liability of the Company to the Department of Treasury, the DOL, any
Company Employee Plan, or any participant in a Company Employee Plan. Each Company Employee Plan can be amended, terminated or
otherwise discontinued after the Closing in accordance with its terms, without Liability to Parent or any Acquired Company (other than
ordinary administration expenses and payment of benefit obligations under such Company Employee Plans accruing after the Closing),
subject to applicable Law. No Acquired Company has ever incurred any material penalty or Tax with respect to any Company Employee
Plan under Section 502(i) of ERISA, under Sections 4975 through 4980 of the Code or under any other applicable Law. Each of the
Acquired Companies has timely made all contributions, reserves or premium payments, required to be made by and due under the terms of
each Company Employee Plan. Any Company Employee Plan intended to be qualified under Section 401(a) of the Code has obtained a
favorable determination letter (or opinion letter, if applicable) as to its qualified status under the Code, and, to the Knowledge of the
Company, no event has occurred and no circumstance or condition exists that could reasonably be expected to result in the disqualification
of any such Company Employee Plan. There are no audits or inquiries pending or, to the Knowledge of the Company, threatened by the
IRS, the DOL or any other Governmental Body with respect to any Company Employee Plan.

 
(d)               No Acquired Company has ever maintained, established, sponsored, participated in, or contributed to any: (i)

”pension plan” (within the meaning of Section 3(2) of ERISA) subject to Title IV of ERISA; (ii) “multiemployer plan” within the meaning
of Section (3)(37) of ERISA; or (iii) foreign plan. No Acquired Company has any outstanding liability with respect to any plan described in
clauses (i) or (ii) of this Section 3.16(d) by virtue of its relationship with any Company Affiliate.

 
(e)                No Company Employee Plan provides (except at no cost to any Acquired Company), or reflects or represents

any Liability of any of the Acquired Companies to provide, retiree life insurance, retiree health benefits or other retiree employee welfare
benefits to any Person for any reason, except as may be required by COBRA or other applicable Law. Other than commitments made that
involve no future costs to any Acquired Company, neither the Company nor any Company Subsidiary has ever represented, promised or
contracted (whether in oral or written form) to any Company Employee (either individually or to Company Employees as a group) or any
other Person that any such Company Employee or other Person would be provided with retiree life insurance, retiree health benefits or
other retiree employee welfare benefits, except to the extent required by applicable Law.
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(f)                Except as set forth in Section 3.16(f) of the Company Disclosure Schedule, neither the execution or delivery

of this Agreement nor the consummation of any of the Transactions will (either alone or upon the occurrence of any additional or
subsequent events) constitute an event under any Company Employee Plan, Company Employee Agreement that will or may result (either
alone or in connection with any other circumstance or event) in any payment (whether of severance pay or otherwise), acceleration of any
right, obligation or benefit, forgiveness of indebtedness, vesting, distribution, increase in benefits or obligation to fund benefits with respect
to any Company Employee.

 
(g)               No Acquired Company: (i) has violated or otherwise failed in any material respect to comply with any Law

respecting employment, employment practices, terms and conditions of employment or wages and hours, the requirements of the Family
and Medical Leave Act of 1993 (the “FMLA”), the applicable requirements of The Health Insurance Portability and Accountability Act of
1996 (“HIPAA”); (ii) has failed in any material respect to withhold or report any amounts required by applicable Law or by Contract to be
withheld or reported with respect to wages, salaries and other payments to Company Employees; (iii) is Liable for material amounts of any
arrears of wages or any Taxes or any penalty for failure to comply with the Laws applicable to any of the foregoing; and (iv) is Liable for
any material payment to any trust or other fund governed by or maintained by or on behalf of any Governmental Body with respect to
unemployment compensation benefits, social security or other benefits or obligations for Company Employees (other than routine
payments to be made in the normal course of business and consistent with past practice). There are no pending or, to the Knowledge of the
Company, threatened or reasonably anticipated claims or Legal Proceedings against any Acquired Company under any worker’s
compensation policy or long-term disability policy.

 
Section 3.17        Books and Records. The minute books of the Acquired Companies made available to the legal counsel for Parent

are complete and accurate in all material respects, and include records of all meetings and other corporate actions (including any action
taken by written consents or otherwise without a meeting) of the shareholders, the board of directors or any committees thereof of each of
the Acquired Companies. The stock ledger of each of the Acquired Companies is complete and reflects all issuances, transfers, repurchases
and cancellations of shares of capital stock of the Company. The books of account and other records of each of the Acquired Companies
are accurate, up-to-date and complete in all material respects.

 
Section 3.18        Environmental and Safety Laws. No Acquired Company has received any written notice or other written

communication, whether from a Governmental Body, citizens group, employee or otherwise, that alleges that the Company is not in
compliance with any Environmental Law, and, to the Knowledge of the Company, there are no circumstances that may prevent or interfere
with the compliance by any Acquired Company with any Environmental Law in the future. To the Knowledge of the Company, (a) all
property that is leased to, controlled by or used by any Acquired Company, and all surface water, groundwater and soil associated with or
adjacent to such property, is free of any material environmental contamination of any nature, (b) none of the property leased to, controlled
by or used by any Acquired Company contains any underground storage tanks, asbestos, equipment using PCBs, underground injection
wells, and (c) none of the property leased to, controlled by or used by any Acquired Company contains any septic tanks in which process
wastewater or any Materials of Environmental Concern have been disposed of. No Acquired Company has ever (i) sent or transported, or
arranged to send or transport, any Materials of Environmental Concern to a site that, pursuant to any applicable Environmental Law, (ii) to
the Company’s Knowledge, been placed on the “National Priorities List” of hazardous waste sites or any similar state list, (iii) to the
Company’s Knowledge, designated or identified as a potential site for remediation, cleanup, closure or other environmental remedial
activity, or (iv) been subject to a Law to take “removal” or “remedial” action as detailed in any applicable Environmental Law or to make
payment for the cost of cleaning up any site.
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Section 3.19        Obligations to Related Parties.
 

(a)                There are no obligations of any of the Acquired Companies to any Related Party of any of the Acquired
Companies other than (i) for standard employee benefits made generally available to all employees, and (ii) except as otherwise set forth in
Section 3.19(a) of the Company Disclosure Schedule, no Related Party of any of the Acquired Companies has any claim or right against
any of the Acquired Companies other than as described above.

 
(b)               No Related Party of any of the Acquired Companies is indebted to any of the Acquired Companies or to the

Knowledge of the Company, has any direct or indirect ownership interest in any firm or corporation with which the Company is affiliated
or with which the Company has a business relationship, or any firm or corporation which competes with the Company, other than passive
investments in publicly traded companies (representing less than 2% of such company) which may compete with the Company; provided,
however, certain Shareholders and/or employees of the Acquired Companies are also owners and/or employees of: (i) Nicobine, LLC, an
entity that manufactures and sells a vape e-liquid product that contains nicotine but does not contain CBD, and (ii) MYMD
Pharmaceuticals, Inc., an entity that is seeking to develop and commercialize drugs to treat various conditions where the active ingredient
of the drugs is not CBD.

 
(c)                No Related Party of any of the Acquired Companies has entered into, or has had any direct or indirect

financial interest in any Contract, transaction or business involving any of the Acquired Companies, other than the Nicobine Arrangement.
Any unpaid Liability for unpaid monthly management fees or other advances due by the Acquired Companies to any Related Party will be
fully forgiven at the Closing and of no continuing effect. No Related Party of any of the Acquired Companies is competing, or has
competed, directly or indirectly, with the Company; provided, however, certain Shareholders and/or employees of the Acquired Companies
are also owners and/or employees of: (i) Nicobine, LLC, an entity that manufactures and sells a vape e-liquid product that contains nicotine
but does not contain CBD, and (ii) MYMD Pharmaceuticals, Inc., an entity that is seeking to develop and commercialize drugs to treat
various conditions where the active ingredient of the drugs is not CBD.
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Section 3.20        Customers and Suppliers. No material current customer and no material current supplier of any of the Acquired

Companies has canceled or otherwise terminated, or made any written threat to any of the Acquired Companies to cancel or otherwise
terminate, its relationship with such Acquired Company or has at any time on or after the date of the interim Financial Statements,
decreased materially its services or supplies to any of the Acquired Companies in the case of any such supplier, or its usage of the services
or products of any of the Acquired Companies in the case of such customer; provided, however, that as part of its Ordinary Course of
Business, retail stores, distributors, and/or customers routinely vary product purchase orders and usage, including reducing and/or ceasing
placing orders for product from the Company Subsidiary. Subject to the foregoing, no such material supplier or customer has indicated
orally or in a writing to any of the Acquired Companies, that such supplier or customer intends to cancel or otherwise terminate its
relationship with any of the Acquired Companies or to decrease materially its delivery of services or supplies to any of the Acquired
Companies or its usage of the services or products of any of the Acquired Companies. Section 3.20 of the Company Disclosure Schedule
sets forth the names of the ten (10) most significant customers (by revenue) of the Acquired Companies for the twelve-month period ended
November 30, 2015 and the amount for which each such customer was invoiced during such period.

 
Section 3.21        Foreign Corrupt Practices Act. Neither the Company nor, the Company Subsidiaries or any other Persons acting

on their behalf has, in connection with the operation of their respective businesses, (i) used any corporate or other funds for unlawful
contributions, payments, gifts or entertainment, or made any unlawful expenditures relating to political activity to government officials,
candidates or members of political parties or organizations, or established or maintained any unlawful or unrecorded funds in violation of
Section 104 of the Foreign Corrupt Practices Act of 1977, as amended, or any other similar applicable foreign, federal or state law, (ii) paid,
accepted or received any unlawful contributions, payments, expenditures or gifts, or (iii) violated or operated in noncompliance in any
material respect with any export restrictions, anti-boycott regulations, embargo regulations or other applicable domestic or foreign laws and
regulations, except as would not, individually or in the aggregate, result in a Material Adverse Effect on the Company.

 
Section 3.22        Brokers’ and Finders’ Fee . No broker, finder or investment banker is entitled to brokerage or finders’ fees or

agents’ commissions or investment bankers’ fees or any similar charges from the Acquired Companies, or either of them, in connection
with the Merger, this Agreement or any other Transactions.

 
Section 3.23        Banks; Power of Attorney. Section 3.23 of the Company Disclosure Schedules sets forth a complete list showing

the name of each bank or other financial institution in which the Company and the Company Subsidiary has accounts (including the names
of all Persons authorized to draw thereon or to have access thereto, the account number and the balance in each account as of the date of
this Agreement).

 
Section 3.24        Tax Reorganization. The Company has not taken or agreed to take any action, and does not have Knowledge of

any fact or circumstance, that would prevent the Combination from qualifying as a reorganization within the meaning of Section 368(a) of
the Code.

 

34



 

 
Section 3.25        Transaction Expenses. Section 3.25 of the Company Disclosure Schedule provides an accurate and complete

breakdown of all Transaction Expenses incurred or accrued by or on behalf of the Company or Company Subsidiary on or prior to the date
of this Agreement.

 
Section 3.26        Recent Events. From and after November 17, 2015 until the date of this Agreement (the “Pre-Closing Period”),

each of the Acquired Companies has:
 

(a)                conducted its business in the Ordinary Course of Business, in substantially the same manner as heretofore
conducted and as proposed to be conducted and in compliance with all applicable Laws and the requirements of all material contracts to
which it is a party or by which it is bound; provided that, no representation or warranty is being made concerning any Law relating to or
controlling the manufacture, sale or possession of CBD. The Acquired Companies make no representation or warranty regarding their
ability to comply with FDA tobacco control deeming regulations regarding vape products, if and when adopted;

 
(b)               maintained the practices, operations and policies related to its business, including with respect to terms of

sale, accounts receivable and accounts payable;
 
(c)                used Commercially Reasonable Efforts to preserve intact its business organization, keep available the

services of present employees and preserve its relationships with customers, suppliers, distributors, licensors, licensees and others;
 
(d)               not adopted a plan or agreement of complete or partial liquidation, dissolution, restructuring, recapitalization,

merger, consolidation or other reorganization (other than this Agreement);
 
(e)                not, other than in the Ordinary Course of Business, sold, licensed, transferred, pledged, encumbered, granted

or disposed of any Company IP, or entered into any material commitment or transaction, or done any act or knowingly omitted to do any
act whereby any Company IP would reasonably be expected to become invalidated, abandoned, unmaintained, unenforceable or dedicated
to the public domain;

 
(f)                not altered any of its policies or practices with respect to the payment of accounts payable or other current

Liabilities or the collection of accounts receivable; and
 
(g)               not agreed, in writing or otherwise, to take any of the actions described in clauses “(a)” through “(f)” of this

sentence.
 

ARTICLE IV
PARENT, MERGER SUB AND LLC

REPRESENTATIONS AND WARRANTIES
 

Except as set forth in the schedules to this Article IV delivered to the Company on the date of this Agreement (the “ Parent
Disclosure Schedule”), Parent, Merger Sub and the LLC hereby jointly and severally represent and warrant to the Company as follows:
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Section 4.1            Organization and Standing. Parent is a corporation duly incorporated and organized and validly existing under

the laws of the State of Delaware, Merger Sub is a corporation duly incorporated and organized and validly existing under the laws of the
State of Florida, and LLC is a limited liability company duly formed and validly existing under the laws of the State of Delaware, and each
such entity is in good standing under such laws. Parent has the requisite corporate power and authority to own and operate its properties and
assets, and to carry on its business as presently conducted. Each of Parent, Merger Sub and LLC has delivered, or has made available for
review, to the Company or its advisors, true and correct copies of Parent’s, Merger Sub’s and LLC’s Organizational Documents in effect as
of the date of this Agreement. Each of Parent, Merger Sub and LLC is duly qualified and is authorized to do business and is in good
standing as a foreign corporation or limited liability company, as applicable, in all jurisdictions in which the nature of its activities and of its
properties (both owned and leased) makes such qualification necessary or required, except where the failure to be so qualified would not
have a Material Adverse Effect.

 
Section 4.2            Corporate Power; Authorization.
 

(a)                Each of Parent, Merger Sub and LLC has all requisite corporate and limited liability company power, as
applicable, to enter into this Agreement and to consummate the Merger and the LLC Merger.

 
(b)               Parent has the right, power and authority to enter into and to perform its obligations under this Agreement;

and the execution, delivery and performance by Parent of this Agreement has been duly authorized by all necessary corporate action on the
part of Parent and its board of directors. No vote or consent of the holders of any class or series of capital stock of Parent is necessary to
approve this Agreement or the transactions contemplated hereby or thereby, including the issuance of the Aggregate Closing Stock
Consideration and Contingent Stock Consideration.

 
(c)                Each of the board of directors of Parent and Merger Sub, and the Parent as the sole member of the LLC, has

adopted this Agreement and approved its execution and delivery and the consummation of the Merger.
 
(d)               This Agreement, when executed and delivered by Parent, Merger Sub and LLC, and the other Parties hereto,

will constitute a valid and binding obligation of Parent, Merger Sub and LLC enforceable in accordance with its terms, subject to (i) laws of
general application relating to specific performance, injunctive relief or other equitable remedies, and (ii) applicable bankruptcy,
insolvency, reorganization or other laws of general application relating to or affecting the enforcement of creditors’ rights generally.

 
Section 4.3            No Conflicts. Neither (A) the execution, delivery or performance of this Agreement by Parent, Merger Sub or

LLC or any of the other agreements referred to in this Agreement to which Parent, Merger Sub or LLC is a Party, nor (B) the
consummation of the Combination or any of the other Transactions by Parent, Merger Sub or LLC, will directly or indirectly (with or
without notice or lapse of time):
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(a)                contravene, conflict with or result in a violation of (i) any provisions of the Organizational Documents of

Parent, Merger Sub or LLC, or (ii) any resolution adopted by the board of directors, or any committee of the board of directors, of Parent,
Merger Sub or LLC, including the resolutions of the board of directors of the Parent as the sole member of the LLC;

 
(b)               contravene, conflict with or result in a violation of, or give any Governmental Body or other Person the right

to challenge the Combination or Transactions under any Law or to exercise any remedy or obtain any relief under any Order to which
Parent, Merger Sub or LLC, or any of the assets owned or used by Parent, Merger Sub or LLC, is subject; or

 
(c)                materially contravene, conflict with or result in a material violation or breach of, or result in a material

default under, any provision of any material Contract to which Parent, Merger Sub or LLC is a party or by which any of their respective
assets are bound (a “Parent Material Contract”), or give any Person the right to (x) exercise any material remedy under any such Parent
Material Contract or (y) cancel, terminate or modify in any material way any such Parent Material Contract.

 
Section 4.4            Consents. Except for the filing of the Articles of Merger, the Second Articles of Merger, the Certificate of

Merger and the filing of Form 8-K with the U.S. Securities & Exchange Commission, neither Parent, Merger Sub, nor LLC is or will be
required to make any filing with or give any notice to, or, other than approval by the board of directors of Parent and Merger Sub, and the
Parent as the sole member of the LLC, to obtain any consent from any Person in connection with (x) the execution, delivery or performance
of this Agreement or any of the other agreements referred to in this Agreement, or (y) the consummation of the Merger or any of the other
Transactions.

 
Section 4.5            SEC Reports; Financial Statements . Parent has filed all SEC Reports. As of their respective dates, the SEC

Reports complied in all material respects with the requirements of the Exchange Act and the Securities Act, as applicable, and none of the
SEC Reports, when filed, contained any untrue statement of a material fact or omitted 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. Parent has
never been an issuer subject to Rule 144(i) under the Securities Act. As of the date of this Agreement, Parent has not received any
comments from the SEC with respect to any of the Parent SEC Reports which remain unresolved, other than the Form S-1 filed on July 15,
2015, as amended, nor has it received any inquiry or information request from the SEC as of the date of this Agreement as to any matters
affecting Parent that is likely to lead to an action that can reasonably be expected to result in a Material Adverse Effect. The financial
statements of Parent included in the SEC Reports (including the related notes, where applicable) complied in all material respects with
applicable accounting requirements and the rules and regulations of the U.S. Securities and Exchange Commission (the “SEC”) with
respect thereto as in effect at the time of filing. Such financial statements have been prepared in accordance with GAAP applied on a
consistent basis during the periods involved, except as may be otherwise specified in such financial statements or the notes thereto and
except that unaudited financial statements may not contain all footnotes required by GAAP, and fairly present in all material respects the
financial position of Parent and its consolidated subsidiaries as of and for the dates thereof and the results of operations, cash flows and
changes in shareholders’ equity for the periods then ended, subject, in the case of unaudited statements, to normal, immaterial, year-end
audit adjustments.
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Section 4.6            Capitalization.
 

(a)                The capitalization of Parent is as set forth in the SEC Reports.
 
(b)               All of the outstanding shares of Parent Common Stock: (i) have been duly authorized and validly issued,

fully paid and are nonassessable and were issued in compliance with all applicable federal and state securities laws and other applicable
Law; (ii) were not issued in violation of any preemptive rights or rights of first refusal created by statute, the Parent Organizational
Documents or any agreement to which the Parent is a party or by which it is bound; and (iii) are not entitled or subject to any preemptive
right or any similar right.

 
(c)                Except as set forth on the SEC Reports, there is no: (i) outstanding subscription, option, warrant or other

right (whether or not currently exercisable) to acquire from Parent any shares of the capital stock or other securities of Parent; (ii)
outstanding security, instrument or obligation that is or may become convertible into or exchangeable for any shares of the capital stock or
other securities of Parent; (iii) Contract under which Parent is or may become obligated to sell or otherwise issue any shares of its capital
stock or any other securities; or (iv) condition or circumstance known to Parent that may give rise to or provide a basis for the assertion of a
claim by any Person to the effect that such Person is entitled to acquire or receive any shares of capital stock or other securities of Parent.

 
Section 4.7            Tax Reorganization. Parent has not taken or agreed to take any action, and does not have Knowledge of any fact

or circumstance, that would prevent the Combination from qualifying as a reorganization within the meaning of Section 368(a) of the Code.
 
Section 4.8            Litigation. There is no Legal Proceeding pending, or, to Parent’s Knowledge, threatened that challenges, or that

may have the effect of preventing, delaying, making illegal or otherwise interfering with, the Combination or any of the other Transactions.
To the Knowledge of Parent, no event has occurred, and no claim, dispute or other condition or circumstance exists that would reasonably
be expected to, give rise to or serve as a basis for the commencement of any such Legal Proceeding.

 
Section 4.9            Brokers’ and Finders’ Fee . No broker, finder or investment banker is entitled to brokerage or finders’ fees or

agents’ commissions or investment bankers’ fees or any similar charges from the Parent, Merger Sub and LLC, or any of them, in
connection with the Combination, this Agreement or any other Transactions.

 
Section 4.10        Issuance of Stock Consideration. The Aggregate Closing Stock Consideration and the Contingent Stock

Consideration, when issued pursuant to the terms of this Agreement, will be duly authorized, validly issued, fully paid and non-assessable
and will be free of any and all Liens, claims, restrictions, and preemptive, preferential or similar purchase rights created by statute, the
Parent Organizational Documents or any Contract to which Parent is a party or by which it’s bound, other than restrictions on transfer under
applicable state and federal securities Laws.
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ARTICLE V

COVENANTS
 

Section 5.1                  Plan of Reorganization. This Agreement is intended to constitute a “plan of reorganization” within the
meaning of Section 1.368-2(g) of the income tax regulations promulgated under the Code. From and after the date of this Agreement, each
Party hereto shall use it best efforts to cause the Combination to qualify, and shall not knowingly take any action, cause any action to be
taken, fail to take any action or cause any action to fail or to be taken which action or failure to act could prevent the Combination from
qualifying as a reorganization under the provisions of Section 368(a) of the Code. The Parties agree to report the Combination in a manner
consistent with such reorganization treatment and will not take any position inconsistent therewith in any Tax Return, refund claim,
litigation or otherwise unless required to do so by Law.

 
Section 5.2                  Public Announcements. Parent and the Shareholder Representative shall consult with each other before

issuing any press release or otherwise making any public statement or making any other public (or non-confidential) disclosure (whether or
not in response to an inquiry) regarding the terms of this Agreement or the agreements herein contemplated and the transactions
contemplated hereby and thereby, and neither shall issue any such press release or make any such statement or disclosure without the prior
approval of the other (which approval shall not be unreasonably withheld), except as may be required by applicable Law.

 
Section 5.3            Beneficial Ownership Limitation. Notwithstanding any other provision of this Agreement, Parent shall not (and

the Shareholder Representative and Shareholders shall direct Parent not to) issue any shares of Parent Common Stock to any Shareholder,
to the extent that after giving effect to such issuance such Shareholder (together with such Shareholder’s Affiliates) would beneficially own
in excess of the Beneficial Ownership Limitation. For purposes of the foregoing sentence, the number of shares of Parent Common Stock
beneficially owned by the Shareholder and his/her/its Affiliates shall be delivered to Parent in writing at least two (2) Business Days prior
to the issuance of any shares of Parent Common Stock pursuant to the terms of this Agreement (the “Beneficial Ownership
Certification”). Parent shall be entitled to rely on the Beneficial Ownership Certification entirely, and each Shareholder holds and saves
Parent harmless from any issuances of Parent Common Stock that cause such Shareholder to exceed the Beneficial Ownership Limitation if
such shares of Parent Common Stock were issued in reliance on the Beneficial Ownership Certification. If any Shareholder fails to timely
deliver his/her/its Beneficial Ownership Certification in accordance with this Section 5.3, Parent shall be relieved from its obligation to
deliver the shares of Parent Common Stock issuable to such Shareholder in accordance with the terms of this Agreement, unless and until
such Shareholder delivers the Beneficial Ownership Certification. Any shares of Parent Common Stock that are not delivered to a
Shareholder due to the Beneficial Ownership Limitation, shall be deemed unissued by Parent and such Shareholder shall have no
ownership (including, without limitation, with respect to dividends) or voting rights in such shares. All shares of Parent Common Stock not
delivered to a Shareholder due to the Beneficial Ownership Limitation, shall be delivered to the applicable Shareholder once Parent
receives a Beneficial Ownership Certificate from such Shareholder reflecting that the delivery of such shares will not exceed the Beneficial
Ownership Limitation.
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Section 5.4            Releases. The Company shall, at its sole cost and expense, obtain a general release, in a form reasonably

acceptable to Parent, from any and all Company Employees and/or service providers prior to Closing. The Company shall cause each of the
Shareholders, officers and directors of the Acquired Companies to execute and deliver at Closing a general release, in a form reasonably
acceptable to Company, releasing the Company from any and all claims at Closing.

 
Section 5.5            280G. Each Person who shall receive any payments and/or benefits in connection with the Merger that

constitute “parachute payments” pursuant to Section 280G of the Code shall execute a 280G Waiver, each in form reasonably satisfactory
to Parent (the “280G Waiver”), pursuant to which each such Person will waive any right to entitlement to such payments and/or benefits
unless the requisite shareholder approval of those payments and/or benefits is obtained pursuant to Section 280G of the Code so that such
payment and benefits do not constitute “parachute payments” thereunder.

 
Section 5.6            LLC Merger. As soon as practicable following the Merger, Parent shall do, or shall cause to be done, all such

things reasonably necessary to effect the LLC Merger as contemplated by this Agreement.
 
Section 5.7            D&O Insurance. Within a reasonable time following the Effective Time of the Merger, and in any event within

forty-five (45) days, Parent shall, at its sole expense, name all of the outgoing officers and directors of the Company as co-insureds under
Parent’s directors’ and officers’ liability insurance policy.

 
Section 5.8            Rule 144.
 

(a)                The Shareholders have acknowledged that any Parent Common Stock being issued as Merger
Consideration constitutes “restricted securities” as defined in Rule 144 promulgated under the Securities Act and will be subject thereto.
Such Parent Common Stock may not be transferred, resold, pledged, hypothecated or otherwise disposed of in the absence of a legal
opinion of counsel reasonably acceptable to Parent that such transfer may be made without registration under the Securities Act and all
applicable state securities or blue sky Laws.

 
(b)               With a view to making available to the Shareholders the benefits of Rule 144 promulgated under the

Securities Act and any other similar rule or regulation of the SEC that may at any time permit the Shareholders to sell securities of Parent to
the public without registration, Parent agrees to use Commercially Reasonable Efforts to:

 
(i)                 make and keep adequate current public information available, as those terms are

understood and defined in Rule 144;
 
(ii)               file with the SEC in a timely manner all reports and other documents required of Parent

under the Securities Act and the Exchange Act, for so long as Parent remains subject to such requirements, and the filing of such reports
and other documents as is required for sales under Rule 144;
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(iii)             submit electronically and post on its corporate web site, if any, every interactive data file

required to be submitted and posted pursuant to Rule 405 of Regulation S-T; and
 
(iv)             furnish to the Shareholder Representative, promptly upon written request, (A) to the extent

accurate, a written statement by Parent that it has complied with the reporting requirements of Rule 144, the Securities Act and the
Exchange Act and (B) such other information as may be reasonably requested to permit the Shareholders to sell such securities pursuant to
Rule 144 without registration.

 
(c)                Provided the Shareholders (i) have held the Parent Common Stock received as Merger

Consideration for six (6) months, and (ii) are not Affiliates of Parent, Parent shall promptly, upon a Shareholder’s written request, provide
instructions to its stock transfer agent to remove the restrictive legend from any stock certificate representing a Shareholder’s portion of the
Merger Consideration. The Shareholders shall provide Parent with the customary written certificates necessary for Parent to satisfy the
foregoing requirement.

 
ARTICLE VI

CLOSING DELIVERIES
 

Section 6.1            Company Deliveries. At the Closing, the Company shall deliver or cause to be delivered to Parent all of the
agreements, certificates, instruments and documents required to be delivered to Parent pursuant to the provisions of this Section 6.1, as set
forth below:

 
(a)                any employment agreements, arbitration agreements, proprietary information and inventions agreements, and

other employee instruments and documentation (collectively, “Employment Agreements”) required by Parent in connection with the
potential retention of certain of the Company’s employees, as designated by Parent prior to the Effective Time of the Merger;

 
(b)               noncompetition agreements to be executed and delivered by each of the Eligible Shareholders

(“Noncompetition Agreements”);
 
(c)                all releases, as provided in Section 5.4, in a form reasonably acceptable to Parent, duly executed by each

Person set forth therein (each, a “Release”);
 
(d)               requisite 280G Waivers, if any, as provided in Section 5.5;
 
(e)                a certificate duly executed by the Company’s secretary, attaching a certificate of good standing of the

Company issued by the Florida Secretary of State as of a recent date prior the Effective Time of the Merger, the Company’s Organizational
Documents, and resolutions of the Company’s board of directors authorizing the execution, delivery and performance of this Agreement
and the Transactions contemplated hereby and the other Ancillary Agreements to which the Company is a party and approving this
Agreement and the consummation of the Combination;

 
(f)                a statement (in such form as may be reasonably requested by counsel to Parent), duly executed by the

Company conforming to the requirements of Section 1.897 - 2(h)(1)(i) of the United States Treasury Regulations, and the Company shall
deliver to the IRS the notification required under Section 1.897 - 2(h)(2) of the United States Treasury Regulations;
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(g)               the Articles of Merger, duly executed by the Company;
 
(h)               an action by unanimous written consent of all of the Shareholders (the “Consent”), together with a copy of

this Agreement and the requisite notice of dissenters’ rights attached thereto (pursuant to and in accordance with Chapter 607, Section 1301
et seq. of the FBCA), duly executed by each Shareholder;

 
(i)                 investment representations, in a form reasonably acceptable to Parent, duly executed by each Shareholder

(the “Investment Representations”);
 
(j)                 standstill agreements, in a form reasonably acceptable to Parent, duly executed by each Shareholder (the

“Standstill Agreements”);
 
(k)               the Waiver, Release and Assignment, duly executed by the Acquired Companies and Nicobine, LLC (the

“Nicobine Waiver”);
 
(l)                 Inventions and Confidentiality Agreements, duly executed by the Acquired Companies and each

Shareholder and Company service provider (the “Inventions Agreement”);
 
(m)             a Termination Agreement with respect to the Nicobine Arrangement, duly executed by the Company

Subsidiary and Nicobine, LLC (the “Termination Agreement”);
 
(n)               Letters of Transmittal, duly executed by each Shareholder; and
 
(o)               Beneficial Ownership Certifications, duly executed by each Shareholder.
 

Section 6.2            Parent Deliveries. At the Closing, Parent shall deliver or cause to be delivered to the Company all of the
agreements, certificates, instruments and documents required to be delivered to the Company pursuant to the provisions of this Section 6.2,
as set forth below:

 
(a)                any Employment Agreements required by Parent in connection with the potential retention of certain of the

Company’s employees, as designated by Parent prior to the Effective Time of the Merger and duly executed by Parent or its Affiliate;
 
(b)               Noncompetition Agreements duly executed by Parent;
 
(c)                a certificate duly executed by Parent’s secretary, attaching a certificate of good standing of Parent issued by

the Delaware Secretary of State as of a recent date prior to the Effective Time of the Merger, the Parent’s Organizational Documents, and
resolutions of Parent’s board of directors authorizing the execution, delivery and performance of this Agreement and the Transactions
contemplated hereby and the other Ancillary Agreements to which Parent is a party and approving this Agreement and consummation of
the Combination;

 

42



 

 
(d)               a certificate duly executed by Merger Sub’s secretary, attaching a certificate of good standing of Merger Sub

issued by the Florida Secretary of State as of a recent date prior to Closing, the Merger Sub’s Organizational Documents, and resolutions of
Merger Sub’s board of directors authorizing the execution, delivery and performance of this Agreement and the Transactions contemplated
hereby and the other Ancillary Agreements to which Merger Sub is a party and approving this Agreement and consummation of the
Combination;

 
(e)                a certificate duly executed by LLC’s secretary, attaching a certificate of good standing of LLC issued by the

Delaware Secretary of State as of a recent date prior to the Closing, LLC’s Organizational Documents, and resolutions of LLC authorizing
the execution, delivery and performance of this Agreement and the Transactions contemplated hereby and the other Ancillary Agreements
to which LLC is a party and approving this Agreement and consummation of the Combination;

 
(f)                the Articles of Merger, duly executed by Merger Sub;
 
(g)               the Second Articles of Merger, duly executed by the Surviving Corporation and the LLC;
 
(h)               the Certificate of Merger, duly executed by the Surviving Corporation and the LLC; and
 
(i)                 the Closing Merger Consideration, as provided in Section 2.3(a).
 

ARTICLE VII
INDEMNIFICATION

 
Section 7.1                  Indemnification Obligations of the Shareholders . Following the Closing, each of the Shareholders shall,

jointly and severally, indemnify, defend and hold harmless Parent, Merger Sub, LLC, the Company and the Surviving Entity, and each of
their respective officers, directors, employees, agents and representatives and each of the heirs, executors, successors and assigns of any of
the foregoing (collectively, the “Parent Indemnified Parties”), from, against and in respect of, and compensate and reimburse them for,
any and all demands, claims, suits, proceedings, Liabilities, obligations, losses, fees, costs, expenses, penalties, fines and judgments (at
equity or at law) and damages (including amounts paid in settlement, reasonable costs of investigation and reasonable attorneys’ fees and
expenses) (collectively, “Losses”), arising out of or relating to any of the following:

 
(a)                any breach or inaccuracy of any representation or warranty set forth in Article III of this Agreement or any

certificate delivered by the Company at Closing;
 
(b)               any breach of any covenant, agreement or undertaking made by the Company in this Agreement (but

excluding the Ancillary Agreements);
 
(c)                the Dissenting Shares (if any), (i) to the extent that, as of the date a Claim Notice is delivered with respect to

this Section 7.1(b), the aggregate amount that Parent or the Surviving Entity has paid in connection with such dissenters’ Claims which
have been resolved as of the date of the Claim Notice (the “Resolved Dissenters’ Claims”) exceeds, as of the date of the applicable Claim
Notice, the aggregate amounts in excess of the Merger Consideration payable in respect of such Dissenting Shares that were the basis of
such Resolved Dissenters’ Claims, and (ii) with respect to the reasonable fees, costs and expenses incurred in connection with the
settlement and/or litigation of any demand made by the holder of a Dissenting Share (including reasonable attorneys’ fees and costs); or
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(d)               any inaccuracy in the Closing Payment Schedule.
 

The Parties acknowledge and agree that, subject to the provisions of this Agreement, if the Surviving Entity suffers, incurs or
otherwise becomes subject to any Losses set forth in this Section 7.1, then, solely for the purposes of having a right or standing to initiate or
cause a Claim Notice to be delivered as herein contemplated, or to otherwise maintain or support such claim therein contemplated, Parent
shall also be deemed, by virtue of its ownership of the limited liability company interests of the Surviving Entity, to have incurred Losses,
without duplication, as a result of and in connection with such inaccuracy or breach and, for the avoidance of doubt, the Loss suffered by
the Surviving Entity shall be deemed, without duplication, to be the Loss of Parent. Materiality qualifications or any similar qualifications
in any representation or warranty shall only be taken into account in determining whether an inaccuracy or breach in connection with such
representation or warranty (or failure of any representation or warranty to be accurate) exists, and shall not be taken into account in
determining the amount of any Losses with respect to such inaccuracy, breach or failure to be accurate.

 
Section 7.2            Indemnification Obligations of Parent, Merger Sub and LLC. Parent, Merger Sub and the LLC shall jointly and

severally indemnify, defend and hold harmless the Shareholders and each of the heirs, executors, successors and assigns of any of the
foregoing (collectively, the “Company Indemnified Parties”), from, against and in respect of, any and all Losses arising out of or relating
to any of the following:

 
(a)                any breach or inaccuracy of any representation or warranty set forth in Article IV of this Agreement or any

certificate delivered by Parent, Merger Sub or the LLC at Closing; or
 
(b)               any breach of any covenant, agreement or undertaking made by Parent, Merger Sub or LLC in this

Agreement (but excluding the Ancillary Agreements).
 

Section 7.3            Indemnification Procedures.
 

(a)                Any Parent Indemnified Party or Company Indemnified Party (each, an “Indemnified Party”) making a
claim for indemnification from an indemnifying party (each an “Indemnifying Party”), pursuant to this Article VII (each, a “Claim”) shall
promptly notify the relevant Representative Party of the existence of the Claim, specifying in reasonable detail the nature of the Claim, the
section or sections of this Agreement to which the Claim relates, and the amount of such Losses (or if not then determinable, its reasonable
estimate of the amount of such Losses and the basis upon which the calculation would be determined) (a “Claim Notice”), except that any
delay or failure to so notify the Indemnifying Party shall only relieve the Indemnifying Party of its obligations hereunder to the extent, if at
all, that it is prejudiced by reason of such delay or failure. For a Claim by a Parent Indemnified Party, the “Representative Party” shall be
the Shareholder Representative, and for a Claim by a Company Indemnified Party, the “Representative Party” shall be Parent.
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(b)               Except as set forth below in this Section 7.3(b) and subject to Section 7.3(c), the Indemnifying Party shall

have the right, within thirty (30) days following written notice from the Indemnified Party, to elect, in its sole discretion with counsel
reasonably satisfactory to the Indemnified Party, to proceed with the defense of any claim made by a Person not a party to this Agreement
with respect to which a Claim may be made pursuant to this Article VII (a “Third-Party Claim”), and the Indemnified Party shall have the
right to employ separate counsel in such Third-Party Claim and participate in such defense at its own expense; provided that, if the
Indemnified Party reasonably concludes (upon the written advice of outside counsel) that the Indemnifying Party and the Indemnified Party
have conflicting interests or different defenses available with respect to such Third-Party Claim, and, in such event, it is inappropriate for a
single outside counsel to represent both parties, then the Indemnifying Party shall be liable for the reasonable attorneys’ fees and costs of
the Indemnified Party in connection with the Indemnified Party’s participation in such defense of a Third-Party Claim. Notwithstanding the
foregoing to the contrary, the Indemnifying Party may only assume control of such defense if (i) it acknowledges in writing to the
Indemnified Party within such thirty (30) day period that it is assuming the defense of such Third-Party Claim and that any damages, fines,
costs or other Liabilities that may be assessed against the Indemnified Party in connection with such Third-Party Claim constitute Losses
for which the Indemnified Party shall be indemnified pursuant to this Article VII, and (ii) the amount of damages recoverable in such
Third-Party Claim, taken together with the estimated costs of defense thereof and the amount with respect to any unresolved claims for
indemnification then pending, is less than or equal to the amount of Losses for which the Indemnifying Party is potentially liable under this
Article VII in connection with such Third-Party Claim; provided, however, that the Indemnifying Party may not assume control of the
defense of any Third-Party Claim (A) by a Governmental Entity involving criminal Liability or (B) in which equitable relief is sought
against the Indemnified Party or any of its Affiliates. The Indemnified Party is hereby authorized (but not obligated) prior to and during the
thirty (30) day period referred to above to file any motion, answer or other pleading and to take any other action which the Indemnified
Party shall deem necessary or appropriate to protect its interests. If the Indemnifying Party had the right to but does not defend such Third-
Party Claim, the Indemnified Party may pay, compromise, or defend such Third-Party Claim in its sole discretion and seek indemnification
for any and all Losses at the Indemnifying Party’s sole expense based upon, arising from or relating to such Third-Party Claim. The Parties
shall cooperate with each other in all reasonable respects in connection with the defense of any Third-Party Claim, including making
available records relating to such Third-Party Claim and furnishing, without expense (other than reimbursement of actual out-of-pocket
expenses) to the defending party, such management employees of the non-defending party, information and testimony, and attending such
conferences, discovery proceedings, hearings, trials and appeals as may be reasonably necessary for the preparation of the defense of such
Third-Party Claim.

 
(c)                Notwithstanding any other provision of this Agreement, the Indemnifying Party shall not enter into

settlement of any Third-Party Claim without the prior written consent of the Indemnified Party (which consent shall not be unreasonably
withheld, conditioned, or delayed), except to the extent such settlement does not provide for Liability or the creation of a financial or other
obligation on the part of the Indemnified Party and provides, in customary form, for the unconditional release of each Indemnified Party
from all Liabilities in connection with such Third-Party Claim. If the Indemnifying Party had the right to but does not defend such Third-
Party Claim pursuant to Section 7.3(b), the Indemnified Party may agree to any settlement without the prior written consent of the
Indemnifying Party which shall be determinative of the Indemnifying Party’s obligations under this Article VII.
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Section 7.4            Survival.
 

(a)                Except for claims based on intentional fraud committed with actual knowledge on the part of the applicable
Party in connection with the transactions contemplated by this Agreement (“Fraud”), for purposes of the indemnification provided for in
Section 7.1(a), the representations and warranties made in Article III of this Agreement shall survive the Closing and remain in effect
thereafter for the shorter of (x) a period of eighteen (18) months, or (y) until the date on which Parent files its SEC Form 10-K for 2016
(the “Survival Period”), whereupon such representations and warranties will expire; provided that, notwithstanding the foregoing, the
Company Fundamental Representations (as defined below), shall survive indefinitely. For purposes hereof, the “Company Fundamental
Representations” means the representations and warranties made by the Company and set forth in the following Sections of Article III of
this Agreement (including the subsections set forth therein): Section 3.1 (Organization and Qualification); Section 3.2 (Capitalization;
Shares and Shareholder Information); Section 3.3 (Corporate Power; Authorization); Section 3.4 (Company Subsidiaries); Section 3.6(c)(i)
and (ii) (No Conflicts); and Section 3.11 (Property and Assets). The indemnification provided for in Section 7.1(b) shall terminate in
accordance with the expiration of the terms of the covenants and agreements covered thereby or, if no term is expressly stated therein, until
thirty (30) days after the expiration of the applicable statute of limitations. The indemnification provided for in Sections 7.1(c) and (d) shall
survive indefinitely. Notwithstanding the foregoing, the indemnification provided for in Section 7.1 (including the Company’s
representations and warranties related thereto) shall continue as to any Losses with respect to which a Parent Indemnified Party has given
the Shareholder Representative a Claim Notice in accordance with this Article VII on or prior to the date such indemnification would have
otherwise terminated, which indemnification shall continue with respect to specific matters set forth in such Claim Notice until the
resolution and satisfaction thereof in accordance with this Agreement.

 
(b)               Except for claims based on Fraud, for purposes of the indemnification provided for in Section 7.2(a), the

representations and warranties made by Parent, Merger Sub and LLC in Article IV of this Agreement shall survive the Closing and remain
in effect thereafter for the Survival Period, whereupon such representations and warranties will expire; provided that, notwithstanding the
foregoing, the Parent Fundamental Representations (as defined below), shall survive indefinitely. For purposes hereof, the “Parent
Fundamental Representations” means the representations and warranties set forth in the following Sections of ARTICLE IV of this
Agreement (including the subsections set forth therein): Section 4.1 (Organization and Standing); Section 4.2 (Corporate Power;
Authorization); Section 4.3(a) and (b) (No Conflicts); Section 4.6 (Capitalization); and Section 4.10 (Issuance of Stock Consideration). The
indemnification provided for in Section 7.2(b) shall terminate in accordance with the expiration of the terms of the covenants and
agreements covered thereby or, if no term is expressly stated therein, until thirty (30) days after the expiration of the applicable statutes of
limitations. Notwithstanding the foregoing, the indemnification provided for in Section 7.2 (including the Parent Fundamental
Representations) shall continue as to any Losses with respect to which a Company Indemnified Party has given Parent a Claim Notice in
accordance with this Article VII on or prior to the date such indemnification would have otherwise terminated, which indemnification shall
continue with respect to specific matters set forth in such Claim Notice until the resolution and satisfaction thereof in accordance with this
Agreement. Except for claims based on Fraud, but notwithstanding any other term to the contrary in this Article VII, Parent shall not be
Liable to the Shareholder Indemnified Parties under this Agreement including, without limitation, Article VII hereof for any amounts in
excess of the aggregate value of, and the Shareholders’ sole source of recovery shall be limited to, an amount equal to the portion of the
Contingent Merger Consideration that has not been paid to the Shareholder as of the date on which such Claim is asserted under Article VII
to the extent the same becomes due and owing (the “Cap” ) ; provided, that with respect to a breach of any Parent Fundamental
Representation, the Shareholders shall also be entitled to recover from Parent an additional amount equal to the Closing Merger
Consideration; provided further, that Parent’s satisfaction of any direct indemnification Claims by the Shareholder Indemnified Parties
resulting from Parent’s failure to deliver any portion of the Merger Consideration to the extent the same becomes due and owing shall not
count towards the Cap.
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(c)                Notwithstanding anything to the contrary contained in this Agreement, nothing in this Agreement shall limit

the rights or remedies of any party under an Ancillary Agreement, provided, however, that no Person who was not a party thereto shall have
any Liability whatsoever thereunder or in respect thereof. The representations, warranties, covenants and obligations of an Indemnifying
Party shall not be limited or otherwise affected by or as a result of any information furnished to, or any investigation made by or knowledge
of, any of the Indemnified Parties or any of their representatives.

 
Section 7.5            Objections to Claims; Good Faith Attempt at Resolution.
 

(a)                The Shareholder Representative may object to a Claim by a Parent Indemnified Party by delivering written
notice of such objection (a “Shareholder Objection Notice”) to Parent during the twenty (20) calendar days following receipt of a Claim
Notice. In the event that the Shareholder Representative shall deliver a Shareholder Objection Notice, the Shareholder Representative and
Parent shall attempt in good faith for thirty (30) calendar days to resolve the Claim. If the Shareholder Representative and Parent should so
agree, a written instrument setting forth such agreement shall be prepared and signed by Parent and the Shareholder Representative. The
Parent and Shareholder Representative shall be entitled to rely on any such written instrument and shall pay and distribute any amounts, or
offset any amounts otherwise payable, as specified therein. Failure by the Shareholder Representative to object to a Claim and deliver a
Shareholder Objection Notice to Parent during the twenty (20) calendar days following receipt of a Claim Notice shall be deemed to be
acceptance by the Shareholder Representative of the amount of the Claim set forth in the Claim Notice, which shall be deemed to be
correct, conclusive, final and binding on Shareholder Representative and the Shareholders.

 
(b)               Parent may object to a Claim by a Company Indemnified Party by delivering written notice of such objection

(a “Parent Objection Notice”) to the Shareholder Representative during the twenty (20) calendar days following receipt of a Claim
Notice. In the event that Parent shall deliver a Parent Objection Notice, the Shareholder Representative and Parent shall attempt in good
faith for thirty (30) calendar days to resolve the Claim. If the Shareholder Representative and Parent should so agree, a written instrument
setting forth such agreement shall be prepared and signed by Parent and the Shareholder Representative. The Parent and Shareholder
Representative shall be entitled to rely on any such written instrument and shall pay and distribute any amounts, or offset any amounts
otherwise payable, as specified therein. Failure by Parent to object to a Claim and deliver a Parent Objection Notice to the Shareholder
Representative during the twenty (20) calendar days following receipt of a Claim Notice shall be deemed to be acceptance by Parent of the
amount of the Claim set forth in the Claim Notice, which shall be deemed to be correct, conclusive, final and binding on Parent and the
Surviving Entity.
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Section 7.6            Resolution of Conflicts and Arbitration.
 

(a)                Arbitration. If no agreement can be reached after good faith negotiation between the Parent Indemnified
Party or the Company Indemnified Party and the applicable Representative pursuant to Section 7.5, either Parent or the Shareholder
Representative may, by written notice to the other, demand arbitration of the matter unless the amount of Losses is at issue in pending
litigation with a third party, in which event arbitration shall not be commenced until such amount is ascertained or both Parties agree to
arbitration; and in either such event the matter shall be settled by arbitration conducted by one arbitrator. The Parent Indemnified Party or
the Company Indemnified Party and the applicable Representative, as the case may be, shall agree on the arbitrator, provided that if Parent
and the Shareholder Representative cannot agree on such arbitrator, either Parent or the Shareholder Representative can request that
Judicial Arbitration and Mediation Services (“JAMS”) select the arbitrator. The arbitrator shall be a neutral attorney licensed in the State of
Delaware or a neutral retired judge or judges of the state or federal judiciary of Delaware, in either case with a minimum of ten years’
experience in the substantive law applicable to the subject matter of the dispute to be arbitrated. Any such arbitration shall be held in New
York, New York conducted pursuant to the commercial rules then in effect for JAMS. The arbitrator shall rule upon motions to compel or
limit discovery and shall have the authority to impose sanctions, including attorneys’ fees and costs, to the same extent as a court of
competent law or equity, should the arbitrator determine that discovery was sought without substantial justification or that discovery was
refused or objected to without substantial justification. The decision of the arbitrator shall be written, shall be in accordance with applicable
Laws and with this Agreement, and shall be supported by written findings of fact and conclusions of law, which shall set forth the basis for
the decision of the arbitrator. The decision of the arbitrator as to the validity and amount of any Claim shall be binding and conclusive upon
the Parties.

 
(b)               Judgment; Arbitration Expenses. Judgment upon any award rendered by the arbitrator may be entered in any

court having jurisdiction. The non-prevailing party to an arbitration shall pay its own expenses, the fees of the arbitrator, any administrative
fee of JAMS, and the reasonable expenses, including attorneys’ fees and costs, reasonably incurred by the other parties to the arbitration.

 
Section 7.7            Right to Suspend Payment of Contingent Consideration; Offset. Notwithstanding any term or provision of this

Agreement to the contrary, Parent shall have the right to suspend and withhold payment of any and all Contingent Merger Consideration, in
whole or in part, otherwise payable hereunder pending final resolution of an indemnification Claim, including until such time as the
indemnification Claim may be finally resolved by the decision of an arbitrator, in accordance with this Article VII, and may offset any and
all Contingent Merger Consideration, in whole or in part, up to the amount of any such indemnification Claim as set forth in the Claim
Notice in the event the Shareholder Representative fails to timely object to such Claim, as set forth in Section 7.5(a), or in the amount as
finally determined by an arbitrator in accordance with this Article VII.
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Section 7.8            Limitations.
 

(a)                Except for claims based on Fraud, but notwithstanding any other term to the contrary in this Article VII, no
Shareholder shall be Liable to the Parent Indemnified Parties under this Agreement including, without limitation, Article VII hereof for any
amounts in excess of the aggregate value of, and the Parent’s sole source of recovery shall be limited to, an amount equal to the portion of
the Contingent Merger Consideration that has not been paid to the Shareholder as of the date on which such Claim is asserted under Article
VII to the extent the same becomes due and owing; provided, that with respect to a breach of any Company Fundamental Representation,
the Parent shall also be entitled to recover from a Shareholder an additional amount equal to such Shareholder’s Pro Rata Portion of the
Closing Merger Consideration (the “Shareholder Fundamental Indemnification”); provided further, that notwithstanding anything to the
contrary in this Agreement, the Shareholder indemnification obligations related to the Shareholder Fundamental Indemnification shall be
several and not joint. With respect to the Contingent Merger Consideration paid in Parent Common Stock, the aggregate value thereof shall
be deemed to be the closing price of such Parent Common Stock as of the time the Claim is finally determined as set forth in this Article
VII, either by mutual agreement of the Parties following delivery of a Claim Notice, the failure of either Party to timely deliver a
Shareholder Objection Notice or Parent Objection Notice, as applicable, or as finally determined pursuant to the decision of an arbitrator.

 
(b)               The amount of any and all Losses shall be determined net of any amounts actually received by any

Indemnified Party (net of any related costs and expenses incurred in connection therewith, including the direct costs of insurance premiums
and deductibles relating to any such insurance proceeds) under or pursuant to any insurance coverage. The Indemnified Party shall use
Commercially Reasonable Efforts to collect all amounts available and recoverable under any available insurance coverage; provided,
however, that, (i) in no event, shall the expenditure of such efforts require the Indemnified Party to expend any such efforts prior to
submitting a Claim for indemnification under this Agreement, and (ii) nothing provided herein shall require any Indemnified Party to avail
itself of any available policies of self-insurance. In any case where an Indemnified Party recovers from such insurance coverage, any
amount in respect of a matter for which such Indemnified Party was, prior to such recovery, indemnified pursuant to this ARTICLE VII,
such Indemnified Party shall promptly pay over to the Representative Party for the Indemnifying Party any such amount to the extent
previously recovered from the Indemnifying Party (after deducting therefrom the amount of the expenses incurred in procuring such
recovery).

 
(c)                Neither the Parent Indemnified Parties nor the Company Indemnified Parties shall be obligated to pay for

the same Loss more than once under this ARTICLE VII, even if a claim for indemnification in respect of such Loss has been made as a
result of a breach of more than one representation, warranty, covenant or agreement contained in this Agreement; provided that, nothing
herein is intended to bar multiple Claims for recovery of the same Loss stemming from multiple Third-Party Claims.
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(d)               Notwithstanding anything to the contrary herein, except for claims based on Fraud, Losses shall in no event

include any consequential damages or punitive, special, exemplary, incidental or indirect damages, or lost profits; provided, that, any such
excluded damages shall be deemed to be “Losses” solely to the extent such damages were actually awarded pursuant to a Third-Party
Claim.

 
Section 7.9            Exclusive Remedies. The Parties acknowledge and agree that, from and after the Closing, their sole and

exclusive remedy with respect to any and all Claims (other than claims for Fraud or claims for specific performance or other equitable
relief) for any breach of any representation, warranty, covenant, agreement or obligation set forth herein or otherwise relating to or in any
way arising from the subject matter of this Agreement, shall be to make a Claim for Losses pursuant to the indemnification provisions set
forth in this ARTICLE VII and the Parties hereby waive any other statutory and common law remedies or claims.

 
ARTICLE VIII

SHAREHOLDER REPRESENTATIVE
 

Section 8.1            Appointment. Pursuant to the Consent, all Shareholders shall, without any further act, be deemed to have
consented to: (i) the indemnification obligations of the Shareholders under ARTICLE VII, (ii) the appointment of The Starwood Trust (or
its successor as provided for herein) as their representative for purposes of this Agreement and as attorney-in-fact and agent for and on
behalf of the Shareholders (in such capacity, the “Shareholder Representative”) under the Ancillary Agreements; and (iii) the
indemnification of the Shareholder Representative by the Shareholders contemplated hereby. All actions taken by the Shareholder
Representative under this Agreement and the Ancillary Agreements shall be binding upon the Shareholders and their successors. The
appointment of the Shareholder Representative and its successors in accordance with the provisions of this Agreement (i) is coupled with an
interest and shall be irrevocable and survive the death, incompetency, bankruptcy or liquidation of any Shareholder, and (ii) shall survive
the consummation of the Combination, and any action taken by the Shareholder Representative pursuant to the authority granted in this
Agreement shall be effective and absolutely binding on each Shareholder notwithstanding any contrary action of or direction from such
Shareholder, except for actions or omissions of the Shareholder Representative constituting willful misconduct. The Shareholder
Representative will have only such duties and obligations as are specifically imposed upon it by the terms and conditions of this Agreement
and no implied duties or obligations shall be read into this Agreement against the Shareholder Representative. Under no circumstance will
the Shareholder Representative be deemed to be a fiduciary to any Party or any other person under this Agreement or any other Ancillary
Agreement.

 
Section 8.2            Scope of Authority. The Shareholder Representative is hereby authorized, subject to the provisions of this

ARTICLE VIII, for and on behalf of the Shareholders, and without inquiry of and without additional approval from the Shareholders, to:
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(a)                enforce and protect the rights and interests of the Shareholders arising out of or under or in any manner

relating to this Agreement or the Ancillary Agreements, and to take any and all actions which the Shareholder Representative believes in its
sole and absolute discretion are necessary or appropriate under this Agreement for and on behalf of the Shareholders;

 
(b)               amend this Agreement or any other Ancillary Agreement;
 
(c)                employ and obtain the advice of legal counsel, accountants and other professional advisors and incur such

other reasonable expenses on behalf of the Shareholders in connection with or arising from this Agreement or the Ancillary Agreements as
the Shareholder Representative, in its sole discretion, deems necessary or advisable in the performance of its duties as the Shareholder
Representative;

 
(d)               interpret all terms and provisions of this Agreement or the Ancillary Agreements and make any

determinations on behalf of the Shareholders as may be required thereunder;
 
(e)                initiate legal suits or other proceedings in the name of and on behalf of the Shareholders in respect of any

matters that arise from or are related to this Agreement or the Ancillary Agreements;
 
(f)                receive all notices, communications and deliveries on behalf of the Shareholders under this Agreement or the

Ancillary Agreements and to receive and accept service of legal process in connection with any suit or proceeding arising under this
Agreement or the Ancillary Agreements;

 
(g)               take all such action as may be necessary after the Closing on behalf of the Shareholders to carry out any of

the Transactions contemplated by this Agreement or the Ancillary Agreements and to authorize any disbursements or payments;
 
(h)               negotiate, compromise, settle, and resolve on behalf of the Shareholders any claims that may arise under this

Agreement or the Ancillary Agreements, and take such other action as may be necessary or appropriate in connection therewith, including
without limitation the signing of releases and other documents with respect thereto and the making of payments in connection therewith;
and

 
(i)                 take such other action on behalf of the Shareholders as the Shareholder Representative may deem necessary

or appropriate in connection with the administration of its duties under this Agreement or the Ancillary Agreements and the Transactions
contemplated hereby and thereby.

 
NOTWITHSTANDING ANY PROVISION OF THIS AGREEMENT TO THE CONTRARY, THE SHAREHOLDER

REPRESENTATIVE SHALL HAVE NO POWER OR AUTHORITY TO ACT FOR OR ON BEHALF OF A SHAREHOLDER IN
CONNECTION WITH ANY CLAIM FOR INDEMNIFICATION WITH RESPECT TO THE NONCOMPETITION AGREEMENTS OR
ANY CLAIM ARISING THEREUNDER.
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Section 8.3            Death, Resignation; Removal. In the event that The Starwood Trust or any successor Shareholder

Representative dies, becomes unable to perform his/her/its responsibilities as Shareholder Representative or resigns from such position,
owners of a majority of the Total Company Common Stock immediately prior to the Effective Time of the Merger (the “Majority
Holders”) shall select another person to fill such vacancy (and shall promptly notify Parent of such substituted Shareholder
Representative), and such substituted Shareholder Representative shall be deemed to be the Shareholder Representative for all purposes of
this Agreement and the Ancillary Agreements. Notwithstanding anything to the contrary in this Agreement or any other agreement
contemplated hereby, the Majority Holders may at any time, by written notice to the Shareholder Representative, remove or replace the
Shareholder Representative, for any reason with or without cause, and designate another person to be Shareholder Representative for all
purposes herein and therein. Promptly following the removal or replacement of the Shareholder Representative, the Majority Holders shall
provide written notice thereof to Parent.

 
Section 8.4            No Liability; Indemnification. All decisions and actions by the Shareholder Representative, including, without

limitation, any agreement between the Shareholder Representative and Parent relating to indemnification obligations of the Shareholders
under this Section 8.4, including the defense or settlement of any claims and the making of payments with respect thereto, shall be binding
upon all of the Shareholders, and no Shareholder shall have the right to object, dissent, protest or otherwise contest the same. The
Shareholder Representative shall not be Liable for any act done or omitted hereunder as Shareholder Representative while acting in good
faith and in the exercise of its reasonable judgment as to the best interests of the Shareholders, and the Shareholder Representative shall
incur no Liability to the Shareholders with respect to any action taken or suffered by the Shareholder Representative in reliance upon any
notice, direction, instruction, consent, statement or other documents believed by it to be genuinely and duly authorized, nor for any other
action or inaction with respect to the indemnification or other obligations of the Shareholders under this Article VIII, including the defense
or settlement of any claims and the making of payments with respect thereto, except to the extent resulting from the Shareholder
Representative’s own willful misconduct. The Shareholder Representative may, in all questions arising under this Agreement or any
agreement contemplated hereunder, rely on the advice of counsel, and for anything done, omitted or suffered in good faith by the
Shareholder Representative shall not be Liable to the Shareholders. The Shareholders shall jointly and severally indemnify the Shareholder
Representative and hold it harmless for any loss, Liability or expense incurred by the Shareholder Representative arising out of or relating
to the Shareholder Representative’s actions hereunder so long as the Shareholder Representative acted in good faith and without willful
misconduct.

 
Section 8.5            Representative Expenses. The Shareholders acknowledge and agree that the Shareholder Representative will

incur costs, fees and expenses on behalf of the Shareholders in its capacity as Shareholder Representative, which may include, without
limitation, professional fees and expenses, indemnity expenses, settlements or judgments and travel and accommodation expenses related
thereto, and for which the Shareholder Representative shall be held harmless by the Shareholders in accordance herewith.
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Section 8.6            Further Assurances. From time to time, at any other Party’s or Shareholder’s reasonable request and without

further consideration, the Shareholder Representative shall execute and deliver such additional documents and take all such further lawful
action as may be necessary or reasonably desirable to effectuate the provisions of this Article VIII and the authority conferred upon the
Shareholder Representative hereby.

 
Section 8.7            No Obligations of Parent. Other than rights under this Agreement relating to the Shareholder Representative,

none of Parent, Merger Sub or Surviving Entity shall have any rights in connection with or any obligations to the Shareholders in respect of
this Article VIII. The Shareholder Representative agrees that it shall, and shall cause the Shareholder Representative’s accountants,
representatives, attorneys and advisors to hold all information acquired during the Shareholder Representative’s examination of any Parent
or Surviving Entity books and records and during any resolution of a dispute hereunder in strict confidence and use such information only
for purposes in furtherance of resolution of such dispute.

 
ARTICLE IX

MISCELLANEOUS
 

Section 9.1            Entire Agreement. This Agreement, together with the Company Disclosure Schedule, Parent Disclosure
Schedule, other Schedules, and the certificates, documents, instruments, and writings that are delivered pursuant hereto, together constitute
the entire agreement and understanding of the Parties in respect of its and their subject matter and supersedes all prior understandings,
agreements, or representations by or among the Parties, written or oral, to the extent they relate in any way to the subject matter hereof or
the Combination or the transactions contemplated by this Agreement, including that certain letter of intent by and between Parent and the
Shareholders dated November 17, 2015.

 
Section 9.2            Parties In Interest. This Agreement shall be binding upon and inure solely to the benefit of each Party hereto

and its successors and permitted assigns and nothing in this Agreement, express or implied, is intended to or shall confer upon any other
person (other than Parent Indemnified Persons) any rights, benefits or remedies of any nature whatsoever under or by reason of this
Agreement. The Shareholders shall be express third party beneficiaries of this Agreement.

 
Section 9.3            Assignment; Amendment.
 

(a)                Assignment. Neither this Agreement nor any of the rights, interests or obligations hereunder shall be assigned
by operation of Law (including, by merger or consolidation) or otherwise; provided, however, that following the Effective Time of the
Merger, the Surviving Entity, may assign, in its sole discretion, any or all of its rights, interests and obligations under this Agreement to any
direct wholly owned subsidiary of Parent, but no such assignment shall relieve Parent or the Surviving Entity of its obligations hereunder if
such assignee does not perform such obligations. Any assignment in violation of the preceding sentence shall be void. Subject to the
preceding sentence, this Agreement shall be binding upon, inure to the benefit of, and be enforceable by, the Parties and their respective
successors and permitted assigns.
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(b)               Amendment. Following the Effective Time of the Merger, the Parties may amend this Agreement by a

written amendment signed by Parent, the Surviving Entity and the Shareholder Representative.
 

Section 9.4            Notices. All notices, requests, instructions or other documents to be given under this Agreement shall be in
writing and shall be deemed given, (i) five business days following sending by registered or certified mail, postage prepaid and return
receipt requested, (ii) when delivered, if delivered personally to the intended recipient, and (iii) one business day following sending by
overnight delivery via a national courier service, and in each case, addressed to a Party at the following address for such Party:

 
If to Parent, Merger Sub or the Surviving Entity:
 

591 Camino de la Reina, Suite 1200,
San Diego, CA 92108
Attention: Michael Mona, Jr., President & CEO
 

Copy to (which shall not constitute notice):
 

William C. Belanger, Esq.
Procopio Cory Hargreaves & Savitch LLP
525 B Street, Suite 2200, San Diego, CA 9210 

 
If to the Shareholder Representative:
 

The Starwood Trust
8111 Santa Rosa Ct.
Sarasota, Florida 34243
Attention: Donnie Williams, Successor Trustee
 

Copy to (which shall not constitute notice):
 

James McNulty
324 South Hyde Park Avenue
Suite 350
Tampa, Florida 33606

 
Or to such other address as the Person to whom the notice is given may have previously furnished to the other Parties in writing in the
manner set forth above.
 

Section 9.5            Specific Performance. The Parties agree that irreparable damage would occur in the event that any of the
provisions of this Agreement were not performed in accordance with their specific terms or were otherwise breached. It is accordingly
agreed that the Parties shall be entitled to an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the
terms and provisions of this Agreement, this being in addition to any other remedy to which they are entitled at Law or in equity.

 
Section 9.6            Submission to Jurisdiction; Waiver of Jury Trial; Service of Process.
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(a)                Submission to Jurisdiction. Except as set forth in Section 7.6, each Party submits to the exclusive jurisdiction

of the federal courts sitting in New York County, New York, or, in the event no federal jurisdiction exists, to the courts of New York
County sitting in the county of New York, New York, in any action arising out of or relating to this Agreement or the Merger and agrees
that all claims in respect of the action shall be heard and determined in any such court. Each Party agrees that a final judgment in any action
so brought shall be conclusive and may be enforced by action on the judgment or in any other manner provided at Law or in equity. Each
Party waives any defense of inconvenient forum to the maintenance of any action so brought and waives any bond, surety, or other security
that might be required of any other Party with respect thereto.

 
(b)               Waiver of Jury Trial. THE PARTIES EACH HEREBY AGREE TO WAIVE THEIR RESPECTIVE

RIGHTS TO JURY TRIAL OF ANY DISPUTE BASED ON OR ARISING OUT OF THIS AGREEMENT OR ANY OTHER
AGREEMENT RELATING HERETO OR ANY DEALINGS AMONG THEM WITH RESPECT TO THE TRANSACTIONS. The scope
of this waiver is intended to be all encompassing of any and all actions that may be filed in any court (and subject to Section 7.6) and that
relate to the subject matter of the Combination, including Contract claims, tort claims, breach of duty claims and all other common law and
statutory claims. The Parties each acknowledge that this waiver is a material inducement to enter into a business relationship and that they
shall continue to rely on this waiver in their related future dealings. Each Party further represents and warrants that it has reviewed this
waiver with its legal counsel, and that each knowingly and voluntarily waives its jury trial rights following consultation with legal counsel.
In the event of an action, this Agreement may be filed as a written consent to trial by court.

 
(c)                Service of Process. Any Party may make service on any other Party by sending or delivering a copy of the

process to the Party to be served at the address and in the manner provided for the giving of notices in Section 9.4.
 

Section 9.7            Counterparts. This Agreement may be executed in two or more counterparts, each of which shall be deemed an
original but all of which together shall constitute one and the same instrument. Electronic signatures shall be binding.

 
Section 9.8            Governing Law. This Agreement and the performance of the Transactions and obligations of the Parties

hereunder shall be governed by and construed in accordance with the Laws of the State of Delaware, without giving effect to any choice of
Law principles.

 
Section 9.9            Expenses. The Company, Company Subsidiary and the Shareholders shall be solely responsible for the legal,

accounting and other fees and expenses incurred by the Company and Company Subsidiary or Shareholders in connection with the
preparation, execution and delivery of this Agreement and the consummation of the Transactions contemplated hereby. Parent, Merger Sub
and the LLC shall be solely responsible for its and their respective expenses.

 
Section 9.10        Extensions; Waiver.
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(a)                Extension. At any time following the Effective Time of the Merger, Parent and the Surviving Entity, on the

one hand, and the Shareholder Representative, on the other, to the extent legally allowed, may (i) extend the time for the performance of
any of the obligations of the other Party, (ii) waive any inaccuracies in the representations and warranties made to such Party contained
herein or in any document delivered pursuant hereto, and (iii) waive compliance with any of the agreements for the benefit of such Party
contained herein. Any agreement on the part of a Party to any such extension or waiver shall be valid only if set forth in an instrument in
writing signed on behalf of such Party.

 
(b)               Waiver. No waiver by any Party of any default, misrepresentation, or breach of warranty or covenant

hereunder, whether intentional or not, may be deemed to extend to any prior or subsequent default, misrepresentation, or breach of warranty
or covenant hereunder or affect in any way any rights arising because of any prior or subsequent such occurrence.

 
Section 9.11        Severability. The provisions of this Agreement shall be deemed severable and the invalidity or unenforceability

of any provision shall not affect the validity or enforceability of the other provisions hereof; provided that if any provision of this
Agreement, as applied to any Party or to any circumstance, is adjudged by a Governmental Body or arbitrator not to be enforceable in
accordance with its terms, the Parties agree that the Governmental Body or arbitrator making such determination shall have the power to
modify the provision in a manner consistent with its objectives such that it is enforceable, and/or to delete specific words or phrases, and in
its reduced form, such provision shall then be enforceable and shall be enforced.

 
Section 9.12              Construction. The Parties have participated jointly in the negotiation and drafting of this Agreement. If an

ambiguity or question of intent or interpretation arises, this Agreement shall be construed as if drafted jointly by the Parties and no
presumption or burden of proof shall arise favoring or disfavoring any Party because of the authorship of any provision of this Agreement.
The words “include,” “includes,” and “including” shall be deemed to be followed by “without limitation.” Pronouns in masculine,
feminine, and neuter genders shall be construed to include any other gender, and words in the singular form shall be construed to include
the plural and vice versa, unless the context otherwise requires. The words “this Agreement,” “herein,” “hereof,” “hereby,” “hereunder,”
and words of similar import refer to this Agreement as a whole and not to any particular subdivision unless expressly so limited. The Parties
intend that each representation, warranty, and covenant contained herein shall have independent significance. If any Party has breached any
representation, warranty, or covenant contained herein in any respect, the fact that there exists another representation, warranty, or covenant
relating to a similar subject matter (regardless of the relative levels of specificity) which the Party has not breached shall not detract from or
mitigate the fact that the Party is in breach of the first representation, warranty, or covenant.

 
Section 9.13              Incorporation of Disclosure Schedules. Each of the Company Disclosure Schedule and Parent Disclosure

Schedule is incorporated herein by reference and made a part hereof (each, respectively, a “Disclosure Schedule”). Any item disclosed in
any Disclosure Schedule referenced by a particular section of this Agreement shall be deemed to have been disclosed with respect to every
other section of this Agreement if the matter has been described with reasonable particularity and the relevance of such disclosure to such
other section is reasonably apparent. The specification of any dollar amount in the representations or warranties contained in this
Agreement or the inclusion of any specific item in any Disclosure Schedule is not intended to imply that such amounts, or higher or lower
amounts or the items so included or other items, are or are not material, and no Party shall use the fact of the setting of such amounts or the
inclusion of any such item in any dispute or controversy as to whether any obligation, items or matter not described herein or included in a
Disclosure Schedule is or is not material for purposes of this Agreement. The Disclosure Schedules and the information and disclosures
contained therein are intended only to satisfy, qualify and/or limit the respective representations and warranties contained in this
Agreement, and shall not be deemed to expand in any way the scope or effect of any such representations and warranties.
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Section 9.14        Definitions. Capitalized terms not otherwise defined herein shall have the meanings assigned to such terms as set

forth below:
 
“Acquired Companies” means the Company and the Company Subsidiary and each of such entities shall be referred to herein as

an “Acquired Company.”
 
“Affiliate” or “Affiliated” with respect to any specified Person, means a Person that, directly or indirectly, through one or more

intermediaries, controls or is controlled by, or is under common control with, such specified Person. For this definition, “control” (and its
derivatives) means the possession, directly or indirectly, or as trustee or executor, of the power to direct or cause the direction of the
management and policies of a Person, whether through ownership of voting equity interests, as trustee or executor, by contract or credit
arrangements or otherwise.

 
“Ancillary Agreements” means the Employment Agreements, the Noncompetition Agreements, the Releases, the Closing

Secretary’s Certificates, the Closing Payment Schedule, the Consent, the Investment Representations, the Standstill Agreements, the Letters
of Transmittal, the Beneficial Ownership Certifications, the Nicobine Waiver, the Inventions Agreements, and the Termination Agreement.

 
“Beneficial Ownership Limitation” means 9.99% of the number of shares of Parent Common Stock outstanding immediately

after giving effect to the issuance of shares of Parent Common Stock issuable to any Shareholder.
 
“Business Day” means any day other than a Saturday, Sunday or public holiday or a day on which banks are required or permitted

to close under the laws of the State of Delaware.
 
“COBRA” means the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended.
 
“Commercially Reasonable Efforts” means the efforts that a reasonable Person desirous of achieving a result would use in

similar circumstances to insure that such result is achieved as expeditiously and effectively as possible, provided that Commercially
Reasonable Efforts shall not include commencing a Legal Proceeding.
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“Company Affiliate” means any Person under common control with the Company within the meaning of Sections 414(b), (c),

(m) and (o) of the Code, and the regulations issued thereunder.
 
“Company Contract” means any Contract under which the Company has or will have any rights or obligations: (a) to which any

of the Acquired Companies is a party; (b) by which any of the Acquired Companies or any of the Acquired Companies’ assets is or may
become bound or under which any of the Acquired Companies has, or may become subject to, any obligation; or (c) under which any of the
Acquired Companies has or may acquire any right or interest.

 
“Company Employee Agreement ” means each management, employment, severance, consulting, relocation, repatriation or

expatriation agreement or other Contract between any of the Acquired Companies and any Company Employee, other than any such
management, employment, severance, consulting, relocation, repatriation or expatriation agreement or other Contract with a Company
Employee which is terminable “at will” without any obligation on the part of any Acquired Company to make any payments or provide any
benefits in connection with such termination.

 
“Company Employee Plan” means any plan, program, policy, practice, Contract or other arrangement providing for

compensation, severance, termination pay, deferred compensation, performance awards, stock or stock-related awards, fringe benefits,
pension plan, retirement or early retirement plan or provident fund, or other employee benefits or remuneration of any kind, whether
written, unwritten or otherwise, funded or unfunded, including each “employee benefit plan,” within the meaning of Section 3(3) of ERISA
(whether or not ERISA is applicable to such plan), that is or has been maintained, contributed to, or required to be contributed to, by the
Acquired Companies for the benefit of any Company Employee, or with respect to which any of the Acquired Companies has or may have
any Liability or obligation, except such definition shall not include any Company Employee Agreement.

 
“Company Licensed IP” means any and all Intellectual Property and Intellectual Property Rights licensed to the Company and/or

the Company Subsidiary or any embodiments thereof.
 
“Company IP” means any and all Intellectual Property and Intellectual Property Rights, other than the Company Licensed IP.
 
“Company Pension Plan” means any (a) Company Employee Plan that is an “employee pension benefit plan,” within the

meaning of Section 3(2) of ERISA, or (b) other occupational pension plan, including any final salary or money purchase plan.
 
“Company Product” means any product or service designed, developed, manufactured, marketed, distributed, provided, licensed,

or sold at any time by any of the Acquired Companies.
 
“Consent” means any consent, approval, ratification, permission, waiver, authorization or other similar action (including any

Governmental Authorization).
 

58



 

 
“Contingent Stock Consideration” shall mean the Milestone 1 Contingent Stock Consideration, the Milestone 2 Contingent

Stock Consideration, the Milestone 3 Contingent Stock Consideration, and the Milestone 4 Contingent Stock Consideration.
 
“Contract” means any contract, agreement, obligation, or commitment.
 
“Disposition Event” means (i) any merger or consolidation of Parent, or any sale of the outstanding voting securities of Parent or

other transaction or series of related transactions as a result of which, in each such case, the holders of the outstanding voting securities of
Parent before such merger, consolidation or transaction(s), together with its Affiliates, cease to hold, directly or indirectly, a majority of the
outstanding voting securities of Parent or a majority of the outstanding voting securities of any successor to Parent immediately following
such merger, consolidation or transaction(s), (ii) any merger or consolidation of the Surviving Entity or any sale of outstanding equity
interests of the Surviving Entity or any transaction or series of related transactions as a result of which, in each such case, Parent, together
with its Affiliates, ceases to hold, directly or indirectly, (A) a majority of the outstanding equity interests of the Surviving Entity or a
majority of the equity interests of any successor to the Surviving Entity immediately following such merger, consolidation or transaction(s)
and (B) all or substantially all of the assets of Parent and the Surviving Entity determined on a consolidated basis, (iii) a sale of all or
substantially all of the assets of Parent and its Subsidiaries determined on a consolidated basis in any transaction or series of transactions to
any Person or Persons who do not hold, directly or indirectly, together with any of their Affiliates, a majority of the outstanding voting
securities of Parent, or (iv) a sale or license of all or substantially all of the assets owned by the Acquired Companies immediately prior to
the Effective Time of the Merger to any Person or Persons who do not hold, directly or indirectly, together with any of their Affiliates, a
majority of the outstanding voting securities of Parent.

 
“DOL” means mean the United States Department of Labor.
 
“Encumbrance” means any lien, pledge, hypothecation, charge, mortgage, security interest, encumbrance, claim, infringement,

interference, option, right of first refusal, preemptive right, community property interest or other interest or restriction of any nature
(including any restriction on the voting of any security, any restriction on the transfer of any security or other asset, any restriction on the
receipt of any income derived from any asset, any restriction on the use of any asset and any restriction on the possession, exercise or
transfer of any other attribute of ownership of any asset).

 
“Entity” or “Entities” means any corporation (including any non-profit corporation), general partnership, limited partnership,

limited liability partnership, joint venture, estate, trust, company (including any limited liability company or joint stock company), firm or
other enterprise, association, organization or entity.

 
“Environmental Law” means any federal, state, local or foreign Law relating to pollution or protection of human health or the

environment (including ambient air, surface water, ground water, land surface or subsurface strata), including any Law relating to
emissions, discharges, releases or threatened releases of Materials of Environmental Concern, or otherwise relating to the manufacture,
processing, distribution, use, treatment, storage, disposal, transport or handling of Materials of Environmental Concern.
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“ERISA” means the Employee Retirement Income Security Act of 1974.
 
“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder.
 
“GAAP” means United States generally accepted accounting principles, as in effect from time to time.
 
“Governmental Authorization” means any: (a) permit, license, certificate, franchise, permission, clearance, registration,

qualification or authorization issued, granted, given or otherwise made available by or under the authority of any Governmental Body or
pursuant to any Law; or (b) right under any Contract with any Governmental Body.

 
“Governmental Body” and “Government Bodies” means any legislature, agency, bureau, branch, department, division,

commission, court, tribunal, magistrate, justice, multi-national organization, quasi-governmental body, or other similar recognized
organization or body of any federal, state, county, municipal, local, or foreign government or other similar recognized organization or body
exercising similar powers or authority.

 
“Indebtedness” means, with respect to any of the Acquired Companies, without duplication: (i) all debt or other obligation of any

of the Acquired Companies, whether or not contingent, for borrowed money or other interest bearing indebtedness, whether current, short
term or long term, secured or unsecured, or indebtedness of any of the Acquired Companies issued or incurred in substitution or exchange
for indebtedness for borrowed money; (ii) all indebtedness of any of the Acquired Companies, contingent or otherwise, evidenced by any
note, bond, debenture, mortgage or other debt instrument or debt security, including acceptances, letters of credit, credit cards or similar
facilities; (iii) all obligations for the deferred purchase price of property or services; (iv) all indebtedness created or arising under any
conditional sale or other title retention agreement; (v) all obligations under capitalized leases or financial leases, or leases that should be, in
accordance with GAAP, recorded as capital leases; (vi) all obligations of any of the Acquired Companies to purchase, redeem, retire,
defease or otherwise acquire for value any capital stock or securities, including convertible securities, of any of the Acquired Companies;
(vii) all loans to the Acquired Companies, including by any of its suppliers or the deferred price of property or vendor services for which
any of the Acquired Companies is Liable, including vendor debt or amounts otherwise payable to vendors or other persons; (viii) all
guarantees of any of the Acquired Companies with respect to any indebtedness, obligation, claim or Liability of any other Person of a type
described above; and (ix) for clause “(i)” through “(viii)” all accrued interest thereon, if any, and any fees, costs and other expenses,
including termination fees, prepayment fees, discharge fees or penalties, “breakage” costs or similar payments associated therewith.

 
“Intellectual Property” means and includes all algorithms, application programming interfaces, apparatus, chemical compositions

or structures, circuit designs and assemblies, databases and data collections, diagrams, formulae, gate arrays, IP cores, inventions (whether
or not patentable), know-how, information, data and customer lists, designs, logos, marks (including brand names, product names, logos,
and slogans), methods, network configurations and architectures, net lists, photomasks, processes, proprietary information, protocols,
schematics, specifications, software, software code (in any form including source code and executable or object code), subroutines, test
results, test vectors, user interfaces, techniques, URLs, web sites, works of authorship, and other forms of technology (whether or not
embodied in any tangible form and including all tangible embodiments of the foregoing such as instruction manuals, laboratory notebooks,
prototypes, samples, studies, and summaries).
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“Intellectual Property Rights” means and includes all rights of the following types, which exist under the laws of any jurisdiction

in the world: (a) rights associated with works of authorship, including exclusive exploitation rights, copyrights, moral rights, and mask
works; (b) service mark, trademark and trade name rights and similar rights; (c) trade secret rights; (d) trade dress rights; (e) patents and
industrial property rights; and (f) all registrations, renewals, extensions, continuations, divisions, or reissues of, any of the rights referred to
in clauses (a) through (e) above.

 
“IRS” means Internal Revenue Service.
 
“Knowledge” an individual shall be deemed to have “Knowledge” of a particular fact or matter if (a) such individual is actually

aware of such fact or matter, or (b) such individual would have had knowledge of such fact following a reasonable investigation and, if,
under the circumstances, a reasonable person would have determined that such investigation was required in the normal course of
fulfillment of such individual’s duties. The Parent, Merger Sub and LLC shall be deemed to have “Knowledge” of a particular fact or other
matter if any director, officer or department head of any of such entities has Knowledge (determined as set forth above) of such fact or
matter. The Company shall be deemed to have “Knowledge” of a particular fact or other matter if any director or officer of any of the
Acquired Companies has Knowledge (determined as set forth above) of such fact or matter, or if any service providers to the Acquired
Companies generally responsible for the subject matter to which knowledge is pertinent has Knowledge (determined as set forth above) of
such fact or matter.

 
“Law” means any applicable federal, state, local, municipal, foreign or other law, statute, constitution, principle of common law,

resolution, ordinance, code, edict, decree, rule, regulation, ruling or requirement issued, enacted, adopted, promulgated, implemented or
otherwise put into effect by or under the authority of any Governmental Body, each as amended.

 
“Legal Proceeding” means any action, suit, litigation, arbitration, proceeding (including any civil, criminal, administrative,

investigative or appellate proceeding), hearing, inquiry, audit, examination or investigation commenced, brought, conducted or heard by or
before, or otherwise involving, any court or other Governmental Body or any arbitrator or arbitration panel.

 
“Liability” “Liabilities” or “Liable” means any liability or monetary obligation, whether absolute or contingent, matured or

unmatured, conditional or unconditional, accrued or unaccrued, liquidated or unliquidated, or due or to become due.
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“Material Adverse Effect ” any change, event, effect, claim, circumstance, violation or other matter will be deemed to have a

“Material Adverse Effect”, as defined herein, on the Party if such change, event, effect, claim, circumstance, violation or other matter
(considered together with all other changes, events, effects, claims, circumstances, violations and other matters) would have a material
adverse effect: (a) on the Party’s business, condition, assets, intellectual property, Liabilities, capitalization, contractual rights, operations
or financial performance and condition; (b) with respect to the Parent, the Parent’s right to own, or to derive any benefit of ownership of,
the equity interest of the Surviving Entity or its assets, including the Company Subsidiary; or (c) with respect to the Company, the ability of
the Company to perform any of its covenants or obligations under this Agreement or under any other material Contract referred to in or
contemplated by this Agreement, provided, however, that none of the following (individually or in combination) shall be deemed to
constitute, or shall be taken into account in determining whether there has been or would be, a Material Adverse Effect: (i) any change,
event circumstance or effect (each, an “Effect”) resulting from general business or economic conditions in the United States to the extent
such Effect does not disproportionately affect such Party; and (ii) any Effect resulting from conditions generally affecting the industry in
which such Party operates to the extent such Effect does not disproportionately affect such Party.

 
“Materials of Environmental Concern“ includes chemicals, pollutants, contaminants, wastes, toxic substances, petroleum and

petroleum products and any other substance that is now or hereafter regulated by any Environmental Law or that is otherwise a danger to
health, reproduction or the environment.

 
“Nicobine Arrangement” shall mean the monthly management fee paid by the Company Subsidiary to Nicobine, LLC for certain

facility, employee and services, which management fee will be terminated as of the Closing and of no continuing effect.
 
“Open Source Code” shall mean any software code that is distributed as “free software” or “open source software” or is

otherwise distributed publicly in source code form under terms that permit modification and redistribution of such software. Open Source
Code includes software code that is licensed under the GNU General Public License, GNU Lesser General Public License, Mozilla License,
Common Public License, Apache License, BSD License, Artistic License, or Sun Community Source License.

 
“Order” means any order, ruling, decision, verdict, decree, writ, subpoena, award, judgment, injunction, or other similar

determination or finding by, before, or under the supervision of any Governmental Body, or arbitrator.
 
“Ordinary Course of Business” means the ordinary course of business consistent with past custom and practice (including with

respect to quantity, quality, and frequency to the extent practicable in the context of rapidly growing businesses) of the relevant Person and
its Subsidiaries.

 
“Organizational Documents” means the articles of incorporation, articles of organization, certificate of formation, certificate of

incorporation, charter, bylaws, regulations, operating agreement, certificate of limited partnership, partnership agreement, and all other
similar documents, instruments, or certificates executed, adopted, or filed in connection with the creation, formation, or organization of a
Person, including any amendments thereto.
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“Person” means any individual, partnership, limited liability company, corporation, association, joint stock company, trust, entity,

joint venture, labor organization, unincorporated organization, Governmental Body, or other business entity.
 
“Related Party” a Related Party of an Entity means any of the following: (i) each shareholder or beneficial owner of the equity

interests of such Entity or of the equity interests of such Entity’s Affiliate; (ii) each individual who is an officer or director of such Entity or
any Affiliate of such Entity; (iii) each member of the immediate family of each of the Person referred to in clauses “(i)” and “(ii)” above;
and (iv) any trust or other Entity (other than the Company) in which any one of the Persons referred to in clauses “(i)”, “(ii)” and “(iii)”
above holds (or in which more than one of such individuals collectively hold), beneficially or otherwise, a material voting, proprietary or
equity interest.

 
“Registered IP” means all Intellectual Property Rights that are registered, filed, or issued under the authority of any Governmental

Body, including all patents, registered copyrights, registered mask works, and registered trademarks and all applications for any of the
foregoing.

 
“SEC Reports” means all reports, schedules, forms, registrations, statements, certifications and other documents, together with

any amendments required to be made with respect thereto, required to be filed or furnished by Parent under the Exchange Act, including
pursuant to Section 13(a) or 15(d) thereof, and the Securities Act for twelve (12) months preceding the date hereof (or such shorter period
as the Parent was required by law or regulation to file such materials).

 
“Securities Act” means the Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder.
 
“Tax” or, collectively, “Taxes” means, any and all federal, state, local, foreign or other taxes (including any income tax, franchise

tax, capital gains tax, gross receipts tax, value-added tax, surtax, ad valorem tax, transfer tax, stamp tax, sales tax, use tax, property tax,
business tax, withholding tax or payroll tax), levy, assessment, tariff, duty (including customs duty), deficiency or fee, and any related
charge or amount (including any fine, penalty or interest), imposed, assessed or collected by or under the authority of any Governmental
Body.

 
“Tax Return” means any return, declaration, report, declaration, estimate, schedule, notice, notification, form, election, certificate,

claim for refund, or information return, statement, or any other document or information, including any schedule or attachment thereto, and
including any amendment thereof, filed with or submitted to, or required to be filed with or submitted to, any Governmental Body, in
connection with the determination, assessment, collection or payment of any Tax or in connection with the administration, implementation
or enforcement of or compliance with any Law relating to any Tax.

 
“Transaction Expenses” means, without duplication, the any fee, cost, expense, payment, expenditure, Liability (contingent or

otherwise) or obligation incurred or accrued by any of the Acquired Companies (including legal fees and expenses, accounting fees and
expenses and financial advisory fees and expenses), prior to the Effective Time of the Merger, in connection with the negotiation,
preparation, review execution, delivery or performance of this Agreement (including the Company Disclosure Schedule), or any Ancillary
Agreement, certificate, opinion, Contract or other instrument or document delivered or to be delivered in connection with the Transactions
contemplated hereby, or the submission of any filing or notice required to be made or given in connection with any of the Transactions
contemplated hereby, or the obtaining of any Consent or Release required to be obtained in connection with any of the Transactions
contemplated hereby, or the consummation of the Merger or the LLC Merger or any of the other Transactions contemplated hereby, but
excluding, for the purposes of determining the amount of the Transaction Expenses, (A) the Aggregate Change of Control Amount, (B) the
Indebtedness, and (C) the insurance contemplated by Section 5.7.
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“Transactions” means all of the transactions contemplated by this Agreement, including: (a) the Merger, the LLC Merger, the

filing of the Articles of Merger, the filing of the Second Articles of Merger, the filing of the Certificate of Merger, and Parent’s delivery of
the Merger Consideration hereunder; (b) the execution, delivery, and performance of all of the Ancillary Agreements, documents,
instruments, certificates and agreements to be executed, delivered, and performed in connection herewith; and (c) the performance by
Parent and the Merger Sub and the Acquired Companies, of their respective covenants and obligations under this Agreement.

 
“Transfer Taxes” means any and all excise, sales, use, value added, transfer, stamp, documentary, filing, recordation, registration

and other similar taxes, together with any interest, additions, fines, costs or penalties thereon and any interest in respect of any additions,
fines, costs or penalties, resulting directly from the consummation of the transactions contemplated by this Agreement.

 
 
 

[Signature page follows]
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IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date first above written.
 

 CANNAVEST CORP.
  
  
 By:      /s/ Joseph Dowling
 Name: Joseph Dowling
 Title: Chief Financial Officer
  
  
 CANNAVEST MERGER SUB, INC.
  
  
 By:      /s/ Joseph Dowling
 Name: Joseph Dowling
 Title: Chief Financial Officer
  
  
 CANNAVEST ACQUISITION LLC
  
 By: CANNAVEST CORP.
 Its: Sole Member and Manager
  
  
 By:      /s/ Joseph Dowling
 Name: Joseph Dowling
 Title: Chief Financial Officer
  
  
 CANX, INC
  
  
 By:      /s/ Jonnie Williams, Sr.
 Name: Jonnie Williams, Sr.
 Title: President
 

The Shareholder Representative is executing this Agreement solely for the purpose of acknowledging and agreeing to its
responsibilities under this Agreement as Shareholder Representative.

 
 THE STARWOOD TRUST
  
  
       /s/ Donnie Williams
 Donnie Williams, as Successor Trustee
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Exhibit 99.1
 

CannaVest Corp. Acquires CanX, Inc. and its subsidiary Canabine, LLC; Announces Name Change and Appointment of New
Director

 
 

LAS VEGAS, NV, January 4, 2016 /PRNewswire/ -- CannaVest Corp. (OTCBB: CANV) today announced that it has acquired CanX, Inc.
and its wholly-owned subsidiary, Canabine, LLC. CanX and Canabine have commenced efforts to develop synthetically-formulated
cannabidiol for use in drug development activities, and particularly to pursue approval of the U.S. Food and Drug Administration (FDA) for
drugs with specific indications utilizing cannabidiol as the active pharmaceutical ingredient. CannaVest has acquired all of CanX’s rights
and assets in connection with such development activities, and intends to aggressively pursue drug development as its primary business.
 
In connection with the acquisition, CannaVest has filed an amendment to its Certificate of Incorporation to change its name to “CV
Sciences, Inc.” and will request FINRA’s approval of the name change and change of its ticker symbol to “CVSS.”
 
Also in connection with the acquisition, James A. McNulty, CPA, has been appointed to CannaVest’s Board of Directors, and will serve as
Chairman of the Audit Committee. Mr. McNulty is a former shareholder of CanX, and has extensive experience serving in a management
capacity for publicly-traded biotechnology and health care related companies, including BioDelivery Sciences International, Inc.
(NASDAQ: BDSI), Hedgepath Pharmaceuticals, Inc. (OTC: HPPI), Accentia Biopharmaceuticals, Inc. (OTC: ABPI), and Biovest
International, Inc. (OTC: BVTI), as well as other privately held companies including Hopkins Capital Group.
 
“CannaVest is excited to announce the completion of this acquisition,” stated Michael Mona, Jr., chairman and chief executive officer of
CannaVest. “CanX has achieved promising pre-clinical results in the development of cannabinoid medicines for treatment of a range of
medical conditions. This investment evolves CannaVest into a life science company with a primary focus on drug development utilizing
cannabidiol as the active pharmaceutical ingredient in a portfolio of cannabinoid medicines. CannaVest will continue to be the leading
producer and distributor of consumer products utilizing cannabidiol” continued Mr. Mona.
 
Mr. Mona continued, “This acquisition will allow us to leverage our expertise and reposition the Company to focus primarily on drug
development, but also to continue our market leadership as a consumer products based company. Our repositioning and pending name
change to “CV Sciences, Inc.” will provide investors with a more clear understanding of the Company’s objectives. In addition, we
continue to be proactive in maximizing the effectiveness of our corporate governance, including, through expansion of our board of
directors with the addition of Mr. McNulty. We anticipate further additions of independent board members in the near future.”
 
Pursuant to the terms of the acquisition, CannaVest paid the shareholders of CanX the aggregate sum of $250,000 in cash at closing, and
will pay another $250,000 in cash upon the closing of an equity or equity-linked financing of at least $750,000. At the closing, CannaVest
issued to the shareholders of CanX an aggregate of 5 million shares of its restricted common stock, and is obligated to issue further shares
of restricted common stock upon the achievement of certain milestones related to CannaVest’s development of an FDA-approved drug for
human consumption utilizing CBD as the active pharmaceutical ingredient. A detailed description of the terms of the acquisition and the
milestones can be found in the company’s Form 8-K filed with the Securities and Exchange Commission on January 4, 2016, which
contains a copy of the full text of the Agreement and Plan of Merger.
 

 



 

 
About CannaVest Corp.
 
CannaVest Corp. (OTCBB:CANV), located in Las Vegas, Nevada, focuses on drug development activities on products containing the
hemp plant extract cannabidiol (CBD) as the active pharmaceutical ingredient, and also is engaged in the sale of CBD, and the
development, marketing and sale of end consumer products containing CBD, which is refined into its own PlusCBD Oil™ brand.
Additional information is available from OTCMarkets.com or by visiting http://www.CannaVest.com.
 
FORWARD-LOOKING DISCLAIMER
 
This press release may contain certain forward-looking statements and information, as defined within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, and is subject to the Safe Harbor
created by those sections. This material contains statements about expected future events and/or financial results that are forward-looking
in nature and subject to risks and uncertainties. Such forward-looking statements by definition involve risks, uncertainties and other factors,
which may cause the actual results, performance or achievements of CannaVest Corp. to be materially different from the statements made
herein.
 
LEGAL DISCLOSURE
 
CannaVest Corp. does not sell or distribute any products that are in violation of the United States Controlled Substances Act (US.CSA).
The company does grow, sell and distribute hemp-based products and are involved with the federally legal distribution of medical
marijuana-based products within certain international markets.
 
Corporate Contact:
 
CannaVest Corp.
2688 S. Rainbow Blvd., Ste. B
Las Vegas, NV 89146
Office: 866-290-2157
 
 
 
 
 
 
 
 

 


