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PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

NATURALSHRIMP INCORPORATED AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

September 30, March 31,
2019 2019
ASSETS (Unaudited)

Current assets
Cash $ 283,242 $ 137,499
Notes receivable 1,700 1,700
Inventory 4,200 4,200
Prepaid expenses 108,112 35,286
Total current assets 397,254 178,685

Fixed assets
Land 202,293 202,293
Buildings 1,527,611 1,328,161
Machinery and equipment 997,454 934,621
Autos and trucks 19,063 14,063
Furniture and fixtures 22,060 22,060
Accumulated depreciation (1,348,172) (1,322,609)
Fixed assets, net 1,420,309 1,178,589

Other assets
Intercompany = =
Construction-in-process 864,722 377,504
Right of Use asset 263,842 -
Deposits 20,633 10,500
Total other assets 1,149,197 388,004
Total assets $ 2,966,760 $ 1,745,278

LIABILITIES AND STOCKHOLDERS' DEFICIT

Current liabilities
Accounts payable $ 639,599 $ 576,028
Accrued interest - related parties 378,046 295,184
Other accrued expenses 646,511 609,243
Short-term Promissory Note and Lines of credit 685,863 139,418
Bank loan 224,779 228,725
Current maturities of convertible debentures, less debt discount of $100,213 and $511,640, respectively 783,776 494,451
Convertible debentures, related party 40,600 87,600
Notes payable - related parties 1,271,162 1,271,162
Derivative liability 196,000 157,000
Warrant liability 93,000 93,000
Total current liabilities 4,959,336 3,951,811
Lines of credit - 650,453
Lease Liability 263,842 -
Total liabilities 5,223,178 4,602,264

Commitments and contingencies (Note 9)

Stockholders' deficit
Series A Convertible Preferred stock, $0.0001 par value, 5,000,000 shares authorized, 5,000,000 shares
issued and outstanding at September 30, 2019 and March 31, 2019 500 500
Series B Convertible Preferred stock, $0.0001 par value, 5,000 shares authorized, 250 and 0 shares
issued and outstanding at September 30, 2019 and March 31, 2019, respectively - -
Common stock, $0.0001 par value, 900,000,000 shares authorized, 333,516,074 and 301,758,293 shares

issued and outstanding at September 30, 2019 and March 31, 2019, respectively 33,351 30,177
Additional paid in capital 40,585,157 38,335,782
Accumulated deficit (42,875,426) (41,223,445)

Total stockholders' deficit (2,256,418) (2,856,986)




Total liabilities and stockholders' deficit $ 2,966,760 $ 1,745,278

The accompanying footnotes are in integral part of these condensed consolidated financial statements.




NATURALSHRIMP INCORPORATED

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

For the Three months ended

For the Six Months ended

September 30, September 30, September 30, September 30,
2019 2018 2019 2018
Sales $ - % - % -8
Operating expenses:
Facility operations 15,035 22,978 139,559 43,963
General and administrative 167,788 39,031 252,782 95,830
Rent 3,746 2,749 7,812 6,030
Salaries and Wages 118,022 101,223 227,532 205,165
Stock Compensation s - _
Professional services 88,815 63,939 149,611 122,943
General and administrative 378,371 206,942 637,737 429,968
Depreciation and amortization 13,319 17,719 25,563 35,445
Total operating expenses 406,725 247,639 802,859 509,376
Net loss from operations (406,725) (247,639) (802,859) (509,376)
64.2% 57.6%
Other income (expense):
Interest expense (57,043) (68,708) (119,531) (136,927)
Amortization of debt discount (254,994) (365,529) (476,373) (708,983)
Financing costs (82,949) (675,647) (164,218) (1,284,346)
Change in fair value of derivative liability (55,000 1,096,000 (39,000) 1,328,000
Change in fair value of warrant liability - - - (47,000)
Loss on warrant settlement - - (50,000) -
Total other income (expense) (449,986) (13,884) (849,122) (849,256)
Loss before income taxes (856,711) (261,523) (1,651,981) (1,358,632)
Provision for income taxes = = =
Net loss $ (856,711)  $ (261,523) $ (1,651,981) $ (1,358,632)
EARNINGS PER SHARE (Basic and diluted) $ (0.00) $ (0.00) $ (0.01) $ (0.01)
WEIGHTED AVERAGE SHARES OUTSTANDING (Basic and diluted) 326,488,640 120,729,446 317,572,350 117,301,552

The accompanying footnotes are in integral part of these condensed consolidated financial statements.




NATURALSHRIMP INCORPORATED
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Additional Total
Series A Preferred stock Series B Preferred stock Common stock paid in Accumulated  stockholders’
Capital
Shares Amount Shares Amount Shares Amount deficit deficit
Balance April 1, 2019 5,000,000 $ 500 - % - 301,758,293 $ 30,177 $ 38,335,782 $ (41,223,445) $ (2,856,986)
Issuance of shares under
equity financing agreement 11,482,721 1,148 1,498,852 1,500,000
Issuance of shares upon
conversion 3,000,000 300 29,700 30,000
Beneficial conversion feature 58,548 58,548
Net loss (795,270) (795,270)
Balance June 30, 2019 5,000,000 $ 500 - $ - 316,241,014 $ 31,625 $ 39922882 $ (42,018,715) $ (2,063,708)
Purchase of Series B
Preferred shares 250 - 250,000 250,000
Issuance of shares upon
conversion 14,000,000 1,400 138,600 140,000
Issuance of shares under
equity financing agreement 3,275,060 326 273,675 274,001
Net loss (856,711) (856,711)
Balance September 30, 2019 5,000,000 $ 500 250 $ - 333,516,074 $ 33,351 $ 40,585,157 $ (42,875426) $ (2,256,418)
Additional Total
Preferred stock Preferred stock Common stock paid in Accumulated  stockholders’
Shares Amount Shares Amount Shares Amount Capital deficit deficit
Balance April 1, 2018 - - - - 97,656,095 $ 9,766 $ 27,743,352 $ (34,012,864) $ (6,259,746)
Issuance of shares for cash 220,000 22 15,378 15,400
Issuance of shares upon
conversion 37,887,704 3,789 511,932 515,721
Reclass of derivative liability
upon conversion or
redemption of related
convertible debentures 1,305,000 1,305,000
Net loss (1,097,109) (1,097,109)
Balance June 30, 2018 -3 - - % - 135,763,799 $ 13,577 $ 29,575,662 $ (35,109,973) $ (5,520,734)
Issuance of shares upon
conversion 25,966,857 2,596 144,607 147,203
Issuance of shares upon
exercise of warrants 11,214,272 1,121 148,879 150,000

Issuance of shares as

commitment fee in relation to

convertible debentures 3,000,000 300 34,200 34,500
Conversion of common

shares into Series A

Convertible Preferred stock 5,000,000 500 5,000,000 500 (75,000,000) (7,500) 7,000 (500)
Reclass of derivative liability

upon conversion or

redemption of related

convertible debentures 435,500 435,500
Net loss (261,523) (261,523)
Balance September 30, 2018 5,000,000 $ 500 5,000,000 $ 500 100,944,928 $ 10,094 $ 30,345,848 $ (35,371,496) $ (5,015,554)

The accompanying footnotes are in integral part of these condensed consolidated financial statements.




NATURALSHRIMP INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

For the Six Months Ended

September 30, September 30,
2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (1,651,981) $ (1,358,632)
Adjustments to reconcile net loss to net cash used in operating activities
Depreciation expense 25,563 35,445
Amortization of debt discount 476,373 708,983
Change in fair value of derivative liability 39,000 (1,328,000)
Change in fair value of warrant liability - 47,000
Financing costs related to convertible debentures = 1,284,346
Default penalty 27,000
Changes in operating assets and liabilities:
Inventory - (4,200)
Prepaid expenses and other current assets (72,826) (4,624)
Deposits (10,133) -
Accounts payable 63,571 46,841
Other accrued expenses 37,268 74,896
Accrued interest - related parties 82,862 95,147
Cash used in operating activitites (983,303) (402,798)
CASH FLOWS FROM INVESTING ACTIVITIES
Cash paid for machinery and equipment (267,283) (5,350)
Cash paid for construction in process (487,218) (76,427)
CASH USED IN INVESTING ACTIVITIES (754,501) (81,777)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments on bank loan (3,946) (8,748)
Repayment line of credit short-term (104,008) (1,244)
Notes receivable 112,000
Proceeds from sale of stock 1,774,001 15,400
Proceeds from sale of Series B Convertible Preferred stock 250,000 =
Proceeds from convertible debentures 100,000 465,800
Payments on convertible debentures (85,500) (123,038)
Payments on convertible debentures, related party (47,000) -
Cash provided by financing activitites 1,883,547 465,170
NET CHANGE IN CASH 145,743 (19,405)
CASH AT BEGINNING OF PERIOD 137,499 24,280
CASH AT END OF PERIOD $ 283,242 $ 4,875
INTEREST PAID $ 36,669 $ 60,398

Supplemental Disclosure of Non-Cash Investing and Financing Activities:

Shares issued upon conversion $ 170,000 $ 662,953
Shares issued upon exercise of warrants $ - 3 150,000
Right of Use asset and Lease liability $ 275,400 $

Notes receivable for convertible debentures $ - 3 90,000
Conversion of common shares to Series A Preferred Shares $ - $ 500

The accompanying footnotes are in integral part of these condensed consolidated financial statements.




NATURALSHRIMP INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED SEPTEMBER 30, 2019
(Unaudited)

NOTE 1 - NATURE OF THE ORGANIZATION AND BUSINESS
Nature of the Business

NaturalShrimp Incorporated (“NaturalShrimp” or the “Company”), a Nevada corporation, is a biotechnology company and has developed a proprietary
technology that allows it to grow Pacific White shrimp (Litopenaeus vannamei, formerly Penaeus vannamei) in an ecologically controlled, high-density, low-cost
environment, and in fully contained and independent production facilities. The Company’s system uses technology which allows it to produce a naturally-grown
shrimp “crop” weekly, and accomplishes this without the use of antibiotics or toxic chemicals. The Company has developed several proprietary technology
assets, including a knowledge base that allows it to produce commercial quantities of shrimp in a closed system with a computer monitoring system that
automates, monitors and maintains proper levels of oxygen, salinity and temperature for optimal shrimp production. Its initial production facility is located outside
of San Antonio, Texas.

The Company has three wholly-owned subsidiaries including NaturalShrimp Corporation, NaturalShrimp Global, Inc. and Natural Aquatic Systems, Inc.
Going Concern

The accompanying consolidated financial statements have been prepared in conformity with accounting principles generally accepted in the United
States of America (“GAAP”), assuming the Company will continue as a going concern, which contemplates the realization of assets and satisfaction of liabilities
in the normal course of business. For the six months ended September 30, 2019, the Company had a net loss of approximately $1,652,000. At September 30,
2019, the Company had an accumulated deficit of approximately $42,875,000 and a working capital deficit of approximately $4,562,000. These factors raise
substantial doubt about the Company’s ability to continue as a going concern, within one year from the issuance date of this filing. The Company’s ability to
continue as a going concern is dependent on its ability to raise the required additional capital or debt financing to meet short and long-term operating
requirements. During the six months ended September 30, 2019, the Company received net cash proceeds of approximately $100,000 from the issuance of
convertible debentures, approximately $1,774,000 from the issuance of approximately 14,745,000 common shares of the Company’s common stock through an
equity financing agreement, and $250,000 from the sale of 250 Series B Preferred shares. Subsequent to September 30, 2019, the Company received $500,000
from the sale of Series B Preferred shares. (See Note 10). Management believes that private placements of equity capital and/or additional debt financing will be
needed to fund the Company’s long-term operating requirements. The Company may also encounter business endeavors that require significant cash
commitments or unanticipated problems or expenses that could result in a requirement for additional cash. If the Company raises additional funds through the
issuance of equity or convertible debt securities, the percentage ownership of its current shareholders could be reduced, and such securities might have rights,
preferences or privileges senior to our common stock. Additional financing may not be available upon acceptable terms, or at all. If adequate funds are not
available or are not available on acceptable terms, the Company may not be able to take advantage of prospective business endeavors or opportunities, which
could significantly and materially restrict our operations. The Company continues to pursue external financing alternatives to improve its working capital position.
If the Company is unable to obtain the necessary capital, the Company may have to cease operations.

The Company plans to improve the growth rate of the shrimp and the environmental conditions of its production facilities. Management also plans to
acquire a hatchery in which the Company can better control the environment in which to develop the post larvaes. If management is unsuccessful in these
efforts, discontinuance of operations is possible. The consolidated financial statements do not include any adjustments that might result from the outcome of
these uncertainties.




NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited financial information as of and for the three and six months ended September 30, 2019 and 2018 has been prepared in
accordance with GAAP in the U.S. for interim financial information and with the instructions to Quarterly Report on Form 10-Q and Article 10 of Regulation S-X.
In the opinion of management, such financial information includes all adjustments (consisting only of normal recurring adjustments) considered necessary for a
fair presentation of our financial position at such date and the operating results and cash flows for such periods. Operating results for the six months ended
September 30, 2019 are not necessarily indicative of the results that may be expected for the entire year or for any other subsequent interim period.

Certain information and footnote disclosures normally included in financial statements prepared in accordance with generally accepted accounting
principles have been omitted pursuant to the rules of the U.S. Securities and Exchange Commission, or the SEC. These unaudited financial statements and
related notes should be read in conjunction with our audited financial statements for the year ended March 31, 2019 included in the Company’s Annual Report
on Form 10-K filed with the SEC on July 1, 2019.

The condensed consolidated balance sheet at March 31, 2019 has been derived from the audited financial statements at that date but does not include
all of the information and footnotes required by generally accepted accounting principles in the U.S. for complete financial statements.

Consolidation

The consolidated financial statements include the accounts of NaturalShrimp Incorporated and its wholly-owned subsidiaries, NaturalShrimp
Corporation, NaturalShrimp Global and Natural Aquatic Systems, Inc. All significant intercompany accounts and transactions have been eliminated in
consolidation.

Use of Estimates

Preparing financial statements in conformity with accounting principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Basic and Diluted Earnings/Loss per Common Share

Basic and diluted earnings or loss per share (“EPS”) amounts in the consolidated financial statements are computed in accordance with ASC 260 — 10
“Earnings per Share”, which establishes the requirements for presenting EPS. Basic EPS is based on the weighted average number of shares of common stock
outstanding. Diluted EPS is based on the weighted average number of shares of common stock outstanding and dilutive common stock equivalents. Basic EPS
is computed by dividing net income or loss available to common stockholders (numerator) by the weighted average number of shares of common stock
outstanding (denominator) during the period. For the six months ended September 30, 2019, the Company had approximately $1,033,000 in convertible
debentures whose approximately 40,717,000 underlying shares are convertible at the holders’ option at conversion prices ranging from $0.01 to $0.30 for fixed
conversion rates, and 34% - 60% of the defined trading price for variable conversion rates and approximately 551,000 warrants with an exercise price of 45% of
the market price of the Company’s common stock, which were not included in the calculation of diluted EPS as their effect would be anti-dilutive. For the six
months ended September 30, 2018, the Company had approximately $1,2967,000 in principal on convertible debentures whose approximately 193,807,000
underlying shares are convertible at the holders’ option at conversion prices ranging from 34% - 61% of the defined trading price and approximately 14,537,000
warrants with an exercise price of 50% to 57% of the market price of the Company’s common stock, which were not included in the calculation of diluted EPS as
their effect would be anti-dilutive.

Fair Value Measurements

ASC Topic 820, “Fair Value Measurement”, requires that certain financial instruments be recognized at their fair values at our balance sheet dates.
However, other financial instruments, such as debt obligations, are not required to be recognized at their fair values, but GAAP provides an option to elect fair
value accounting for these instruments. GAAP requires the disclosure of the fair values of all financial instruments, regardless of whether they are recognized at
their fair values or carrying amounts in our balance sheets. For financial instruments recognized at fair value, GAAP requires the disclosure of their fair values by
type of instrument, along with other information, including changes in the fair values of certain financial instruments recognized in income or other
comprehensive income. For financial instruments not recognized at fair value, the disclosure of their fair values is provided below under “Financial Instruments.”

Nonfinancial assets, such as property, plant and equipment, and nonfinancial liabilities are recognized at their carrying amounts in the Company’s
balance sheets. GAAP does not permit nonfinancial assets and liabilities to be remeasured at their fair values. However, GAAP requires the remeasurement of
such assets and liabilities to their fair values upon the occurrence of certain events, such as the impairment of property, plant and equipment. In addition, if such
an event occurs, GAAP requires the disclosure of the fair value of the asset or liability along with other information, including the gain or loss recognized in
income in the period the remeasurement occurred.

The Company did not have any Level 1 or Level 2 assets and liabilities at September 30, 2019 and March 31, 2019.

The Derivative liabilities are Level 3 fair value measurements.




The following is a summary of activity of Level 3 liabilities during the six months ended September 30, 2019 and 2018:

Derivatives
2019 2018
Derivative liability balance at beginning of period $ 157,000 $ 3,455,000
Additions to derivative liability for new debt -- 1,724,000
Reclass to equity upon conversion or redemption - (1,740,500)
Change in fair value 39,000 (1,328,000)
Balance at end of period $ 196,000 $ 2,110,500

At September 30, 2019, the fair value of the derivative liabilities of convertible notes was estimated using the following weighted-average inputs: the
price of the Company’s common stock of $0.17; a risk-free interest rate of 1.88%, and expected volatility of the Company’s common stock of 252.90%, and the
various estimated reset exercise prices weighted by probability.

At September 30, 2018, the fair value of the derivative liabilities of convertible notes was estimated using the following weighted-average inputs: the
price of the Company’s common stock of $0.02; a risk-free interest rate ranging from 1.93% to 2.33%, and expected volatility of the Company’s common stock
ranging from 248.71% to 321.92%, and the various estimated reset exercise prices weighted by probability.

Warrant liability

2019 2018

Warrant liability balance at beginning of period $ 93,000 $ 277,000
Reclass to equity upon exercise - (150,000)
Change in fair value - 47,000
Balance at end of period $ 93,000 $ 174,000

At September 30, 2019, the fair value of the warrant liability was estimated using the following weighted-average inputs: the price of the Company’s
common stock of $0.17; a risk-free interest rate of 1.71%, and expected volatility of the Company’s common stock ranging of 271.83%.

At September 30, 2018, the fair value of the warrant liability was estimated using the following weighted-average inputs: the price of the Company’s
common stock of $0.01 a risk-free interest rate of 2.88%, and expected volatility of the Company’s common stock of 342.7%.

Financial Instruments

The Company’s financial instruments include cash and cash equivalents, receivables, payables, and debt and are accounted for under the provisions of
ASC Topic 825, “Financial Instruments”. The carrying amount of these financial instruments, with the exception of discounted debt, as reflected in the
consolidated balance sheets approximates fair value.

Cash and Cash Equivalents

For the purpose of the consolidated statements of cash flows, the Company considers all highly liquid instruments purchased with a maturity of three
months or less to be cash equivalents. There were no cash equivalents at September 30, 2019 and March 31, 2019.




Concentration of Credit Risk

The Company maintains cash balances at two financial institution. Accounts at this institution are insured by the Federal Deposit Insurance Corporation
(FDIC) up to $250,000. As of September 30, 2019 and March 31, 2019, the Company’s cash balances did not exceed FDIC coverage. The Company has not
experienced any losses in such accounts and periodically evaluates the credit worthiness of the financial institutions and has determined the credit exposure to
be negligible.

Fixed Assets
Equipment is carried at historical value or cost and is depreciated over the estimated useful lives of the related assets. Depreciation on buildings is

computed using the straight-line method, while depreciation on all other fixed assets is computed using the Modified Accelerated Cost Recovery System
(MACRS) method, which does not materially differ from GAAP. Estimated useful lives are as follows:

Buildings 27.5 -39 years
Other Depreciable Property 5-10 years
Furniture and Fixtures 3-10years

Maintenance and repairs are charged to expense as incurred. At the time of retirement or other disposition of equipment, the cost and accumulated
depreciation will be removed from the accounts and the resulting gain or loss, if any, will be reflected in operations.

The consolidated statements of operations reflect depreciation expense of approximately $25,000 and $12,000 and $35,000 and $18,000 for the three
and six months ended September 30, 2019 and 2018, respectively.
Commitments and Contingencies

Certain conditions may exist as of the date the consolidated financial statements are issued, which may result in a loss to the Company but which will
only be resolved when one or more future events occur or fail to occur. The Company’s management and its legal counsel assess such contingent liabilities, and
such assessment inherently involves an exercise of judgment. In assessing loss contingencies related to legal proceedings that are pending against the
Company or unasserted claims that may result in such proceedings, the Company’s legal counsel evaluates the perceived merits of any legal proceedings or
unasserted claims as well as the perceived merits of the amount of relief sought or expected to be sought therein.

If the assessment of a contingency indicates that it is probable that a material loss has been incurred and the amount of the liability can be estimated,
then the estimated liability would be accrued in the Company’s consolidated financial statements. If the assessment indicates that a potentially material loss
contingency is not probable, but is reasonably possible, or is probable but cannot be estimated, then the nature of the contingent liability, together with an
estimate of the range of possible loss if determinable and material, would be disclosed.

Loss contingencies considered remote are generally not disclosed unless they involve guarantees, in which case the nature of the guarantee would be
disclosed.

Recently Issued Accounting Standards

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) The standard requires all leases that have a term of over 12 months to be
recognized on the balance sheet with the liability for lease payments and the corresponding right-of-use asset initially measured at the present value of amounts
expected to be paid over the term. Recognition of the costs of these leases on the income statement will be dependent upon their classification as either an
operating or a financing lease. Costs of an operating lease will continue to be recognized as a single operating expense on a straight-line basis over the lease
term. Costs for a financing lease will be disaggregated and recognized as both an operating expense (for the amortization of the right-of-use asset) and interest
expense (for interest on the lease liability). The Company adopted ASU 2016-02 on April 1, 2019, and the adoption resulted in the recognition of a Right of Use
Asset (“ROU”) and a Lease Liability for a new equipment lease entered into on June 24, 2019 (Note 8).

During the six months ended September 30, 2019, there were several new accounting pronouncements issued by the Financial Accounting Standards
Board. Each of these pronouncements, as applicable, has been or will be adopted by the Company. Management does not believe the adoption of any of these
accounting pronouncements has had or will have a material impact on the Company’s consolidated financial statements.
Management’s Evaluation of Subsequent Events

The Company evaluates events that have occurred after the balance sheet date of September 30, 2019, through the date which the consolidated

financial statements were issued. Based upon the review, other than described in Note 10 — Subsequent Events, the Company did not identify any recognized or
non-recognized subsequent events that would have required adjustment or disclosure in the consolidated financial statements.
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NOTE 3 — SHORT-TERM NOTE AND LINES OF CREDIT

On November 3, 2015, the Company entered into a short-term note agreement with Community National Bank for a total value of $50,000. The short-
term note had a stated interest rate of 5.25%, maturity date of December 15, 2017 and had an initial interest only payment on February 3, 2016. On July 18,
2018, the short-term note was replaced by a promissory note for the outstanding balance of $25,298, which bears interest at 8% with a maturity date of July 18,
2021. The short-term note is guaranteed by an officer and director. The balance of the note at September 30, 2019 and March 31, 2019 was $16,185 and
$20,193, respectively.

The Company also has a working capital line of credit with Extraco Bank. On April 30, 2019, the Company renewed the line of credit for $372,675. The
line of credit bears an interest rate of 5.0% that is compounded monthly on unpaid balances and is payable monthly. The line of credit matures on April 30, 2020
and is secured by certificates of deposit and letters of credit owned by directors and shareholders of the Company. On April 12, 2019, prior to the renewal, the
Company paid $100,000 on the loan. The balance of the line of credit is $372,675 and $472,675 at September 30, 2019 and March 31, 2019, respectively.

The Company also has additional lines of credit with Extraco Bank for $100,000 and $200,000, which were renewed on January 19, 2019 and April 30,
2019, respectively, with maturity dates of January 19, 2020 and April 30, 2020, respectively. The lines of credit bear interest at a rate of 6.5% and 5%,
respectively, that is compounded monthly on unpaid balances and is payable monthly. They are secured by certificates of deposit and letters of credit owned by
directors and shareholders of the Company. The balance of the lines of credit was $276,958 at both September 30, 2019 and March 31, 2019.

The Company also has a working capital line of credit with Capital One Bank for $50,000. The line of credit bears an interest rate of prime plus 25.9
basis points, which totaled 31.4% as of September 30, 2019. The line of credit is unsecured. The balance of the line of credit was $9,580 at both September 30,
2019 and March 31, 2019.

The Company also has a working capital line of credit with Chase Bank for $25,000. The line of credit bears an interest rate of prime plus 10 basis
points, which totaled 15.50% as of September 30, 2019. The line of credit is secured by assets of the Company’s subsidiaries. The balance of the line of credit is
$10,237 at September 30, 2019 and March 31, 2019.

NOTE 4 — BANK LOAN

On January 10, 2017, the Company entered into a promissory note with Community National Bank for $245,000, at an annual interest rate of 5% and a
maturity date of January 10, 2020 (the “CNB Note”). The CNB Note is secured by certain real property owned by the Company in LaCoste, Texas, and is also
personally guaranteed by the Company’s President, as well as certain shareholders of the Company. The balance of the CNB Note is $224,779 at September
30, 2019 and $228,725 at March 31, 2019.

NOTE 5 - CONVERTIBLE DEBENTURES
September 14, 2018 Debenture

On September 14, 2018, the Company entered into a 12% convertible promissory note for $112,500, with an OID of $10,250, which matures on March
14, 2019. There is a right of prepayment in the first 180 days, but there is no right to repay after 180 days. Per the agreement, the Company is required at all
times to have authorized and reserved three times the number of shares that is actually issuable upon full conversion of the note. The Company has not
maintained the required share reservation under the terms of the note agreement. The Company believes it has sufficient available shares of the Company’s
common stock in the event of conversion for these notes. The interest rate increases to a default rate of 24% for events as set forth in the agreement, including if
the market capitalization is below $5 million, or there are any dilutive issuances. There is also a cross default provision to all other notes. In the event of default,
the outstanding principal balance increases to 150%, and if the Company fails to maintain the required authorized share reserve, the outstanding principal
increases to 200%. Additionally, If the Company enters into a 3(a)(9) or 3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be
below $15,000. The Company must also obtain the noteholder's written consent before issuing any new debt. Additionally, if the note is not repaid by the
maturity date the principal balance increases by $15,000. The market capitalization is below $5 million and therefore the note was in default, however, the holder
has issued a waiver to the Company on this default provision.

The note is convertible into shares of the Company’s common stock at a variable conversion rate that is equal to the lesser of 60% of the lowest trading
price for the last 20 days prior to the issuance of the note or 60% of the lowest market price over the 20 days prior to conversion. The conversion price shall be
adjusted upon subsequent sales of securities at a price lower than the original conversion price. There are additional 10% adjustments to the conversion price for
events set forth in the agreement, including if the conversion price is less than $0.01, if the Company is not DTC eligible, the Company is no longer a reporting
company, or the note cannot be converted into free trading shares on or after nine months from issue date. Per the agreement, the Company is required at all
times to have authorized and reserved three times the number of shares that is actually issuable upon full conversion of the note. The conversion feature meets
the definition of a derivative and therefore requires bifurcation and is accounted for as a derivative liability.

On December 13, 2018 the holder converted $11,200 of principal into 4,000,000 shares of common stock of the Company.

On January 25, 2019 the outstanding principal of $101,550, plus an additional $56,375 of default principal and $13,695 in accrued interest of the note
was purchased from the noteholder by a third party. The new balance outstanding as of September 30, 2019 is $171,620.
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December 6, 2018 Debenture

On December 6, 2018, the Company entered into an 10% convertible promissory note for $210,460, which matures on September 6, 2019. During the
first 180 days the convertible redeemable note is in effect, the Company may redeem the note at a prepayment percentage of 120% to 130% of the outstanding
principal and accrued interest based on the redemption date’s passage of time ranging from 60 days to 180 days from the date of issuance of the debenture. Per
the agreement, the Company is required at all times to have authorized and reserved three times the number of shares that is actually issuable upon full
conversion of the note. In the event of default, as set forth in the agreement, the outstanding principal balance increases to 150%. The Company did not pay the
outstanding principal and accrued interest of approximately $54,000 on the maturity date of September 6, 2019, and therefore the principal was increased by the
default penalty of 50%, amounting to approximately $27,000. In addition to standard events of default, an event of default occurs if the common stock of the
Company shall lose the “bid” price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the
Company enters into a 3(a)(9) or 3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must
also obtain the noteholder's written consent before issuing any new debt. The note is convertible at a fixed conversion price of $0.01. If an event of default
occurs, the fixed conversion price is extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to
conversion. The fixed conversion price shall reset upon any future dilutive issuance of shares, options or convertible securities. The conversion feature at
issuance meets the definition of conventional convertible debt and therefore qualifies for the scope exception in Accounting Standards Codification (“ASC”) 815-
10-15-74(a) and would not be bifurcated and accounted for separately as a derivative liability. The Company analyzed the conversion feature under ASC 470-20,
“Debt with conversion and other options”, and based on the market price of the common stock of the Company on the date of funding as compared to the
conversion price, determined there was a $136,799 beneficial conversion feature to recognize, which will be amortized over the term of the note using the
effective interest method. The amortization expense recognized during the three and six months ended September 30, 2019 amounted to approximately
$46,000 and $91,000, respectively.

On June 27, 2019 the holder converted $30,000 of principal into 3,000,000 shares of common stock of the Company. On three occasions during the
three months ended September 30, 2019, the holder converted $140,000 of principal into 14,000,000 shares of common stock of the Company. The note was
fully converted subsequent to September 30, 2019 (see Note 10).

December 31, 2018 Debenture

On December 31, 2018, the Company entered into an 10% convertible promissory note for $135,910, which matures on September 30, 2019. The
maturity date has been extended to March 1, 2020. During the first 180 days the convertible redeemable note is in effect, the Company may redeem the note at
a prepayment percentage of 120% to 130% of the outstanding principal and accrued interest based on the redemption date’s passage of time ranging from 60
days to 180 days from the date of issuance of the debenture. Per the agreement, the Company is required at all times to have authorized and reserved three
times the number of shares that is actually issuable upon full conversion of the note. In the event of default, as set forth in the agreement, the outstanding
principal balance increases to 150%. In addition to standard events of default, an event of default occurs if the common stock of the Company shall lose the “bid”
price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the Company enters into a 3(a)(9) or
3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must also obtain the noteholder’s written
consent before issuing any new debt. The note is convertible at a fixed conversion price of $0.01. If an event of default occurs, the fixed conversion price is
extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to conversion. The fixed conversion
price shall reset upon any future dilutive issuance of shares, options or convertible securities. The conversion feature at issuance meets the definition of
conventional convertible debt and therefore qualifies for the scope exception in Accounting Standards Codification (“ASC”) 815-10-15-74(a) and would not be
bifurcated and accounted for separately as a derivative liability. The Company analyzed the conversion feature under ASC 470-20, “Debt with conversion and
other options”, and based on the market price of the common stock of the Company on the date of funding as compared to the conversion price, determined
there was a $88,342 beneficial conversion feature to recognize, which will be amortized over the term of the note using the effective interest method. The
amortization expense recognized during the three and six months ended September 30, 2019 amounted to approximately $29,000 and $59,000, respectively.

January 16, 2019 Debenture

On January 16, 2019, the Company entered into an 10% convertible promissory note for $205,436, with an OID of $18,686, for a purchase price of
$186,750, which matures on October 16, 2019. During the first 180 days the convertible redeemable note is in effect, the Company may redeem the note at a
prepayment percentage of 120% to 130% of the outstanding principal and accrued interest based on the redemption date’s passage of time ranging from 60
days to 180 days from the date of issuance of the debenture. Per the agreement, the Company is required at all times to have authorized and reserved three
times the number of shares that is actually issuable upon full conversion of the note. In the event of default, as set forth in the agreement, the outstanding
principal balance increases to 150%. In addition to standard events of default, an event of default occurs if the common stock of the Company shall lose the “bid”
price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the Company enters into a 3(a)(9) or
3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must also obtain the noteholder's written
consent before issuing any new debt. The note is convertible at a fixed conversion price of $0.01. If an event of default occurs, the fixed conversion price is
extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to conversion. The fixed conversion
price shall reset upon any future dilutive issuance of shares, options or convertible securities. The conversion feature at issuance meets the definition of
conventional convertible debt and therefore qualifies for the scope exception in Accounting Standards Codification (“ASC”) 815-10-15-74(a) and would not be
bifurcated and accounted for separately as a derivative liability. The Company analyzed the conversion feature under ASC 470-20, “Debt with conversion and
other options”, and based on the market price of the common stock of the Company on the date of funding as compared to the conversion price, determined
there was a $176,675 beneficial conversion feature to recognize, which will be amortized over the term of the note using the effective interest method. The
amortization expense recognized during the three and six months ended September 30, 2019 amounted to approximately $59,000 and $118,000, respectively.
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February 4, 2019 Debenture

On February 4, 2019, the Company entered into an 10% convertible promissory note for $85.500, with an OID of $7,500, for a purchase price of
$75,000, which matures on November 4, 2019. During the first 180 days the convertible redeemable note is in effect, the Company may redeem the note at a
prepayment percentage of 120% to 130% of the outstanding principal and accrued interest based on the redemption date’s passage of time ranging from 60
days to 180 days from the date of issuance of the debenture. Per the agreement, the Company is required at all times to have authorized and reserved three
times the number of shares that is actually issuable upon full conversion of the note. In the event of default, as set forth in the agreement, the outstanding
principal balance increases to 150%. In addition to standard events of default, an event of default occurs if the common stock of the Company shall lose the “bid”
price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the Company enters into a 3 (a)(9) or
3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must also obtain the noteholder's written
consent before issuing any new debt. The note is convertible at a fixed conversion price of $0.01. If an event of default occurs, the fixed conversion price is
extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to conversion. The fixed conversion
price shall reset upon any future dilutive issuance of shares, options or convertible securities. The conversion feature at issuance meets the definition of
conventional convertible debt and therefore qualifies for the scope exception in ASC 815-10-15-74(a) and would not be bifurcated and accounted for separately
as a derivative liability. The Company analyzed the conversion feature under ASC 470-20, “Debt with conversion and other options”, and based on the market
price of the common stock of the Company on the date of funding as compared to the conversion price, determined there was a $85,500 beneficial conversion
feature to recognize, which will be amortized over the term of the note using the effective interest method.

On August 6, 2019, the Company exercised its option to redeem the February 4, 2019 debenture, for a redemption price of approximately $132,000. The
principal of $85,500 and interest of approximately $5,000 was derecognized with the additional $27,000 paid upon redemption recognized as a financing cost
and $15,000 for legal fees. As a result of the redemption, the unamortized discount related to the redeemed balance of $38,000 was immediately expensed.

March 1, 2019 Debenture

On March 1, 2019, the Company entered into an 10% convertible promissory note for $168,000, with an OID of $18,000, for a purchase price of
$150,000, which matures on November 1, 2019. The maturity date has been extended to March 1, 2020. During the first 180 days the convertible redeemable
note is in effect, the Company may redeem the note at a prepayment percentage of 100% to 130% of the outstanding principal and accrued interest based on
the redemption date’s passage of time ranging from 60 days to 180 days from the date of issuance of the debenture. Per the agreement, the Company is
required at all times to have authorized and reserved three times the number of shares that is actually issuable upon full conversion of the note. In the event of
default, as set forth in the agreement, the outstanding principal balance increases to 150%. In addition to standard events of default, an event of default occurs if
the common stock of the Company shall lose the “bid” price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent
replacement exchange. If the Company enters into a 3(a)(9) or 3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below
$15,000. The Company must also obtain the noteholder’s written consent before issuing any new debt. The note is convertible at a fixed conversion price of
$0.25. If an event of default occurs, the fixed conversion price is extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices
during the 20 days prior to conversion. The fixed conversion price shall reset upon any future dilutive issuance of shares, options or convertible securities. The
conversion feature at issuance meets the definition of conventional convertible debt and therefore qualifies for the scope exception in ASC 815-10-15-74(a) and
would not be bifurcated and accounted for separately as a derivative liability. The Company analyzed the conversion feature under ASC 470-20, “Debt with
conversion and other options”, and based on the market price of the common stock of the Company on the date of funding as compared to the conversion price,
determined there was a $134,000 beneficial conversion feature to recognize, which will be amortized over the term of the note using the effective interest
method. The amortization expense recognized during the three and six months ended September 30, 2019 amounted to approximately $50,000 and $100,000
respectively.

April 17, 2019 Debenture

On April 17, 2019, the Company entered into an 10% convertible promissory note for $110,000, with an OID of $10,000, for a purchase price of
$100,000, which matures on January 23, 2020. During the first 180 days the convertible redeemable note is in effect, the Company may redeem the note at a
prepayment percentage of 120% to 130% of the outstanding principal and accrued interest based on the redemption date’s passage of time ranging from 60
days to 180 days from the date of issuance of the debenture. Per the agreement, the Company is required at all times to have authorized and reserved three
times the number of shares that is actually issuable upon full conversion of the note. In the event of default, as set forth in the agreement, the outstanding
principal balance increases to 150%. In addition to standard events of default, an event of default occurs if the common stock of the Company shall lose the “bid”
price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the Company enters into a 3 (a)(9) or
3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must also obtain the noteholder’s written
consent before issuing any new debt. The note is convertible at a fixed conversion price of $0.124. If an event of default occurs, the fixed conversion price is
extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to conversion. The fixed conversion
price shall reset upon any future dilutive issuance of shares, options or convertible securities. The conversion feature at issuance meets the definition of
conventional convertible debt and therefore qualifies for the scope exception in ASC 815-10-15-74(a) and would not be bifurcated and accounted for separately
as a derivative liability. The Company analyzed the conversion feature under ASC 470-20, “Debt with conversion and other options”, and based on the market
price of the common stock of the Company on the date of funding as compared to the conversion price, determined there was an approximately $59,000
beneficial conversion feature to recognize, which will be amortized over the term of the note using the effective interest method. The amortization expense
recognized during the three and six months ended September 30, 2019 amounted to approximately $20,000 and $40,000, respectively.

13




NOTE 6 - STOCKHOLDERS’ DEFICIT
Preferred Stock

As of September 30, 2019 and March 31, 2019, the Company had 200,000,000 shares of preferred stock authorized with a par value of $0.0001. Of this
amount, 5,000,000 shares Series A preferred stock are authorized and outstanding.

On September 5, 2019, the Board authorized the issuance of 5,000 preferred shares to be designated as Series B Preferred Stock (“Series B PS”). The
Series B PS have a par value of $0.0001, a stated value of $1,200 and no voting rights. The Series B PS are redeemable at the Company's option, at
percentages ranging from 120% to 135% for the first 180 days, based on the passage of time. The Series B are also redeemable at the holder’s option, upon the
occurrence of a triggering event which includes a change of control, bankruptcy, and the inability to deliver Series B PS requested under conversion notices. The
triggering redemption amount is at the greater of (i) 135% of the stated value or (ii) the product of the volume-weighted average price (“VWAP”) on the day
proceeding the triggering event multiplied by the stated value divided by the conversion price. As the redemption feature at the holder’s option is contingent on a
future triggering event, the Series B PS is considered contingently redeemable, and as such the preferred shares are classified in equity until such time as a
triggering event occurs, at which time they will be classified as mezzanine.

The Series B PS is convertible, at the discounted market price which is defined as the lowest VWAP over last 20 days. The conversion price is adjustable
based on several situations, including future dilutive issuances. As the Series B PS does not have a redemption date and is perpetual preferred stock, it is
considered to be an equity host instrument and as such the conversion feature is not required to be bifurcated as it is clearly and closely related to the equity
host instrument.

Series B Preferred Equity Offering

On September 17, 2019, the Company entered into a Securities Purchase Agreement (“SPA”) with GHS Investments LLC, a Nevada limited liability
company (“GHS”) for the purchase of up to 5,000 shares of Series B PS at a stated value of $1,200 per share, or for a total net proceeds of $5,000,000 in the
event the entire 5,000 shares of Series B PS are purchased. On September 17, 2019, the Company received an initial tranche of $250,000 under the SPA.

Equity Financing Agreement 2019

On August 23, 2019, the Company entered into a new Equity Financing Agreement (“Equity Financing Agreement”) and Registration Rights Agreement
(“Registration Rights Agreement”) with GHS. Under the terms of the Equity Financing Agreement, GHS agreed to provide the Company with up to $11,000,000
upon effectiveness of a registration statement on Form S-1 (the “Registration Statement”) filed with the U.S. Securities and Exchange Commission (the
“Commission”).

Following effectiveness of the Registration Statement, the Company shall have the discretion to deliver puts to GHS and GHS will be obligated to
purchase shares of the Company’s common stock, based on the investment amount specified in each put notice. The maximum amount that the Company shall
be entitled to put to GHS in each put notice shall not exceed two hundred percent (200%) of the average daily trading dollar volume of the Company’s Common
Stock during the ten (10) trading days preceding the put, so long as such amount does not exceed $500,000. Pursuant to the Equity Financing Agreement, GHS
and its affiliates will not be permitted to purchase and the Company may not put shares of the Company’s Common Stock to GHS that would result in GHS’s
beneficial ownership equaling more than 4.99% of the Company’s outstanding Common Stock. The price of each put share shall be equal to eighty percent
(80%) of the Market Price (as defined in the Equity Financing Agreement). Puts may be delivered by the Company to GHS until the earlier of thirty-six (36)
months after the effectiveness of the Registration Statement or the date on which GHS has purchased an aggregate of $11,000,000 worth of Common Stock
under the terms of the Equity Financing Agreement.

The Registration Rights Agreement provides that the Company shall (i) use its best efforts to file with the Commission the Registration Statement within
30 days of the date of the Registration Rights Agreement; and (ii) have the Registration Statement declared effective by the Commission within 30 days after the
date the Registration Statement is filed with the Commission, but in no event more than 90 days after the Registration Statement is filed. The Registration
Statement was filed on October 8, 2019 and as of this filing has not yet been deemed effective.

Equity Financing Agreement 2018
On August 21, 2018, the Company entered into the first Equity Financing Agreement and Registration Rights Agreement with GHS. Under the terms of

the first Equity Financing Agreement, GHS agreed to provide the Company with up to $7,000,000 upon effectiveness of a registration statement on Form S-1
filed with the U.S. Securities and Exchange Commission. The registration statement was filed and deemed effective on September 19, 2018.
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Following effectiveness of the first registration statement, the Company had the discretion to deliver puts to GHS and GHS was obligated to purchase
shares of the Company’s common stock, par value $0.0001 per share (the “Common Stock”) based on the investment amount specified in each put notice. The
maximum amount that the Company was entitled to put to GHS in each put notice was not to exceed two hundred percent (200%) of the average daily trading
dollar volume of the Company’s Common Stock during the ten (10) trading days preceding the put, so long as such amount did not exceed $300,000. Pursuant
to the first Equity Financing Agreement, GHS and its affiliates will not be permitted to purchase, and the Company may not put shares of the Company’s
Common Stock to GHS that would result in GHS’s beneficial ownership equaling more than 9.99% of the Company’s outstanding Common Stock. The price of
each put share was to be equal to eighty percent (80%) of the Market Price (as defined in the Equity Financing Agreement). Puts may be delivered by the
Company to GHS until the earlier of thirty-six (36) months after the effectiveness of the Registration Statement or the date on which GHS has purchased an
aggregate of $7,000,000 worth of Common Stock under the terms of the Equity Financing Agreement.

During the three months ended June 30, 2019, the Company put to GHS for the issuance of 11,482,721 shares of common stock for a total of
$1,500,000. On July 2, 2019, the Company put to GHS for the issuance of 3,261,925 shares of common stock, at $0.09, for a total of $274,000.

Options and Warrants
The Company has not granted any options since inception.

The Company granted warrants in connection with various convertible debentures in previous periods. As of September 30, 2019 and March 31, 2019,
there are 551,452 and 444,000 (after adjustment) remaining warrants to purchase shares of common stock outstanding, classified as a warrant liability, which
expire on January 31, 2022, with an exercise price of 45% of the market value of the common shares of the Company on the date of exercise.

The warrant liability was revalued at September 30, 2019, resulting in no change to the fair value of the warrant liability for the six months ended
September 30, 2019.

NOTE 7 — RELATED PARTY TRANSACTIONS
Accrued Payroll — Related Parties

Included in other accrued expenses on the accompanying consolidated balance sheet as of September 30, 2019 is approximately $209,000 owing to
the former Chief Executive Officer of the Company, approximately $69,000 owing to the President of the Company, and approximately $96,000 owing to a key
employee.

Notes Payable — Related Parties

On April 20, 2017, the Company entered into a convertible debenture with an affiliate of the Company whose managing member is the Treasurer, Chief
Financial Officer, and a director of the Company (the “affiliate”), for $140,000. The convertible debenture matures one year from date of issuance, and bears
interest at 6%. Upon an event of default, as defined in the debenture, the principal and any accrued interest becomes immediately due, and the interest rate
increases to 24%. The convertible debenture is convertible at the holder’'s option at a conversion price of $0.30. As of March 31, 2018, the Company had paid
$52,400 on this note, with $87,600 remaining outstanding as of March 31, 2019. On July 26, 2019, the Company paid $47,000 on this note, leaving $40,600
remaining outstanding on the note as of September 30, 2019.

NaturalShrimp Holdings, Inc.

On January 1, 2016 the Company entered into a notes payable agreement with NaturalShrimp Holdings, Inc.(“NSH”), a shareholder. Between January
16, 2016 and March 7, 2016, the Company borrowed $134,750 under this agreement. An additional $601,361 was borrowed under this agreement in the year
ended March 31, 2017. The note payable has no set monthly payment or maturity date with a stated interest rate of 2%. As of September 30, 2019 and March
31, 2019 the outstanding balance is approximately $736,000.

Shareholder Notes

The Company has entered into several working capital notes payable to multiple shareholders of NSH and Bill Williams, a former officer and director,
and a current shareholder of the Company, for a total of $486,500. The notes are unsecured and bear interest at 8%. These notes had stock issued in lieu of
interest and have no set monthly payment or maturity date. The balance of these notes at September 30, 2019 and March 31, 2019 was $426,404 and
$426,404, respectively, and is classified as a current liability on the consolidated balance sheets. At September 30, 2019 and March 31, 2019, accrued interest
payable was $258,088 and $241,032, respectively.




Shareholders

In 2009, the Company entered into a note payable to Randall Steele, a shareholder of NSH, for $50,000. The note bears interest at 6.0% and was
payable upon maturity on January 20, 2011, and is currently in default. The note is unsecured. The balance of the note at September 30, 2019 and March 31,
2019 was $50,000, respectively, and is classified as a current liability on the consolidated balance sheets.

Beginning in 2010, the Company started entering into several working capital notes payable with various shareholders of NSH for a total of $290,000
and bearing interest at 8%. The balance of these notes at September 30, 2019 and March 31, 2019 was $104,647 and is classified as a current liability on the
consolidated balance sheets.

NOTE 8 - LEASE

On June 24, 2019, the Company entered into a service and equipment lease agreement for water treatment services, consumables and equipment. The
lease term is for five years, with a renewal option of an additional five years, with a monthly lease payment of $5,000. The Company analyzed the classification
of the lease under ASC 842, and as it did not meet any of the criteria for a financing lease it has been classified as an operating lease. The Company determined
the Right of Use asset and Lease liability values at inception calculated at the present value of all future lease payments for the lease term, using an incremental
borrowing rate of 5%. The Lease Liability will be expensed each month, on a straight line basis, over the life of the lease.

For the three and six months ended September 30, 2019 the lease expense was $15,000, and the amortization of the Right of Use asset was $11,558.
NOTE 9 — COMMITMENTS AND CONTINGENCIES
Executive Employment Agreements — Bill Williams and Gerald Easterling

On April 1, 2015, the Company entered into employment agreements with each of Bill G. Williams, as the Company’s Chief Executive Officer, and
Gerald Easterling as the Company’s President, effective as of April 1, 2015 (the “Employment Agreements”).

The Employment Agreements are each terminable at will and each provide for a base annual salary of $96,000. In addition, the Employment Agreements
each provide that the employee is entitled, at the sole and absolute discretion of the Company’s Board of Directors, to receive performance bonuses. Each
employee will also be entitled to certain benefits including health insurance and monthly allowances for cell phone and automobile expenses.

Each Employment Agreement provides that in the event employee is terminated without cause or resigns for good reason (each as defined in their
Employment Agreements), the employee will receive, as severance the employee’s base salary for a period of 60 months following the date of termination. In the
event of a change of control of the Company, the employee may elect to terminate the Employment Agreement within 30 days thereafter and upon such
termination would receive a lump sum payment equal to 500% of the employee’s base salary.

Each Employment Agreement contains certain restrictive covenants relating to non-competition, non-solicitation of customers and non-solicitation of
employees for a period of one year following termination of the employee’s Employment Agreement.

On August 15, 2019, Mr. Bill Williams resigned from his position as Chairman of the Board and Chief Executive Officer of the Company, effective August
31, 2019. A separation agreement is currently being negotiated.




Vista Capital Investments, LLC

On April 30, 2019, a complaint was filed against the Company in the U.S. District Court in Dallas, Texas alleging that the Company breached a provision
in a common stock purchase warrant (the “Vista Warrant”) issued by the Company to Vista Capital Investments, LLC (“Vista”). Vista alleges that the Company
failed to issue certain shares of the Company’s common stock as was required under the terms of the Vista Warrant. Vista is currently seeking money damages
in the approximate amount of $7,000,000, which the Company believes is unwarranted and excessive, as well as costs and reimbursement of expenses. As of
the date hereof, no hearing has been scheduled, but the Company is vigorously defending itself against these claims, preparing a counter-claim against Vista
and taking such other appropriate action, in addition to seeking for other costs and relief as may be appropriate. The Company is currently in discussions with
Vista and has accrued $50,000 for the settlement of this complaint, which is recognized as “loss on warrant settlement” on the accompanying Statement of
Operations in the six months ended September 30, 2019.

Contingent Events

On August 5, 2019, the Company received a formal notice from the Texas Parks and Wildlife Department for the Company'’s facility in La Coste, Texas
due to the detection of IHHNV, a viral disease of Pacific white shrimp, from two Postlarvae (“PL”) shipments from the Company’s Texas hatchery supplier in
March and April of this year. At the time of receipts of such shipments from the hatchery in March and April, the Company was notified by its supplier that the
shipments were virus free. Based on the Company’s quality control procedures during the course of the shrimp farming process in the Company’s tanks and, in
this case the slower than normal growth rate indicating possible compromise, the Company undertook to have lots independently tested by the University of
Arizona Pathology Laboratory in Tucson. Based on those tests, IHHNV was detected and the Company’s facility was placed under quarantine until further notice
by Texas Parks and Wildlife Department and the United States Department of Agriculture/Animal and Plant Health Inspection Service. Such quarantine notice
also imposes no discharge of any culture water to state waters (creeks, rivers, streams, bays) and no sales of any shrimp until further notice. The Company’s
system of tanks prevents crossover contamination in order to quickly begin restocking of PL shrimp from a different hatchery beginning in August in different
tanks. Such orders have been placed and are expected to be placed into production as soon as inspection is passed and the quarantine has been lifted.
Furthermore, the Company has enhanced its system to include nursery tanks that will allow the Company to evaluate the health of the shrimp through much
earlier testing in its quality control process. While the Company expects to incur costs associated with the proper disposal of such batches, it does not expect it
to be material. Furthermore, the Company expects that it will also recover certain of these costs from its Texas hatchery supplier.

NOTE 10 - SUBSEQUENT EVENTS
Sale of Series B PS

Subsequent to period end, on October 4, 2019, and October 18, 2019, the Company received further tranches of $250,000 each under the SPA.
Issuance of Common Stock under Convertible Notes

Subsequent to September 30, 2019, the GHS December 6, 2018 debenture was fully converted into 8,420,477 shares of the Company’s common stock.




ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q includes a number of forward-looking statements that reflect management’s current views with respect to future
events and financial performance. Forward-looking statements are projections in respect of future events or our future financial performance. In some cases, you
can identify forward-looking statements by terminology such as “may,” “should,” “expects,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential” or
“continue” or the negative of these terms or other comparable terminology. These statements include statements regarding the intent, belief or current
expectations of us and members of our management team, as well as the assumptions on which such statements are based. Prospective investors are
cautioned that any such forward-looking statements are not guarantees of future performance and involve risk and uncertainties, and that actual results may
differ materially from those contemplated by such forward-looking statements. These statements are only predictions and involve known and unknown risks,
uncertainties and other factors, including the risks set forth in the section entitled “Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended
March 31, 2019, as filed with the U.S. Securities and Exchange Commission (the “SEC”) on July 1, 2019, any of which may cause our company’s or our
industry’s actual results, levels of activity, performance or achievements to be materially different from any future results, levels of activity, performance or
achievements expressed or implied in our forward-looking statements. These risks and factors include, by way of example and without limitation:

» o " o« » o« » » o« " o« " o«

our ability to successfully commercialize our equipment and shrimp farming operations to produce a market-ready product in a timely manner and in
enough quantity;

absence of contracts with customers or suppliers;

our ability to maintain and develop relationships with customers and suppliers;

our ability to successfully integrate acquired businesses or new brands;

the impact of competitive products and pricing;

supply constraints or difficulties;

the retention and availability of key personnel;

general economic and business conditions;

substantial doubt about our ability to continue as a going concern;

our need to raise additional funds in the future;

our ability to successfully recruit and retain qualified personnel in order to continue our operations;
our ability to successfully implement our business plan;

our ability to successfully acquire, develop or commercialize new products and equipment;

the commercial success of our products;

intellectual property claims brought by third parties; and

the impact of any industry regulation.

Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of
activity, or performance. Except as required by applicable law, including the securities laws of the United States, we do not intend to update any of the forward-
looking statements to conform these statements to actual results.

Readers are urged to carefully review and consider the various disclosures made by us in this report and in our other reports filed with the SEC. We
undertake no obligation to update or revise forward-looking statements to reflect changed assumptions, the occurrence of unanticipated events, or changes in
the future operating results over time, except as required by law. We believe that our assumptions are based upon reasonable data derived from and known
about our business and operations. No assurances are made that actual results of operations or the results of our future activities will not differ materially from
our assumptions.

As used in this Quarterly Report on Form 10-Q and unless otherwise indicated, the terms “Company,” “we,” “us,” and “our” refer to NaturalShrimp
Incorporated and its wholly-owned subsidiaries: NaturalShrimp Corporation (“NSC”), NaturalShrimp Global, Inc. (“NS Global”) and Natural Aquatic Systems, Inc.
Unless otherwise specified, all dollar amounts are expressed in United States dollars.
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Corporate History

We were incorporated in the State of Nevada on July 3, 2008 under the name “Multiplayer Online Dragon, Inc.” Effective November 5, 2010, we effected
an 8-for-1 forward stock split, increasing the issued and outstanding shares of our common stock from 12,000,000 shares to 96,000,000 shares. On October 29,
2014, we effected a 1-for-10 reverse stock split, decreasing the issued and outstanding shares of our common stock from 97,000,000 to 9,700,000.

On November 26, 2014, we entered into an Asset Purchase Agreement (the “Agreement”) with NaturalShrimp Holdings, Inc. a Delaware corporation
(“NSH”), pursuant to which we agreed to acquire substantially all of the assets of NSH which assets consisted primarily of all of the issued and outstanding
shares of capital stock of NSC and NS Global, and certain real property located outside of San Antonio, Texas (the “Assets”).

On January 30, 2015, we consummated the acquisition of the Assets pursuant to the Agreement. In accordance with the terms of the Agreement, we
issued 75,520,240 shares of our common stock to NSH as consideration for the Assets. As a result of the transaction, NSH acquired 88.62% of our issued and
outstanding shares of common stock; NSC and NS Global became our wholly-owned subsidiaries, and we changed our principal business to a global shrimp
farming company.

In connection with our receipt of approval from the Financial Industry Regulatory Authority (“FINRA”), effective March 3, 2015, we amended our Articles
of Incorporation to change our name to “NaturalShrimp Incorporated.”

Business Overview

We are a biotechnology company and have developed a proprietary technology that allows us to grow Pacific White shrimp (Litopenaeus vannamei,
formerly Penaeus vannamei) in an ecologically controlled, high-density, low-cost environment, and in fully contained and independent production facilities. Our
system uses technology which allows us to produce a naturally-grown shrimp “crop” weekly, and accomplishes this without the use of antibiotics or toxic
chemicals. We have developed several proprietary technology assets, including a knowledge base that allows us to produce commercial quantities of shrimp in a
closed system with a computer monitoring system that automates, monitors and maintains proper levels of oxygen, salinity and temperature for optimal shrimp
production. Our initial production facility is located outside of San Antonio, Texas.

NS Global, one of our wholly-owned subsidiaries, owns less than 1% of NaturalShrimp International A.S. in Europe. Our European-based partner,
NaturalShrimp International A.S., Oslo, Norway, is responsible for the construction cost of its facility and initial operating capital.

The first facility built in Spain for NaturalShrimp International A.S. is GambaNatural de Espafia, S.L. The land for the first facility was purchased in
Medina del Campo, Spain, and construction of the 75,000 sq. ft. facility was completed in 2016. Medina del Campo is approximately seventy-five miles
northwest of Madrid, Spain.

On October 16, 2015, we formed Natural Aquatic Systems, Inc. (“NAS”). The purpose of the NAS is to formalize the business relationship between our
Company and F&T Water Solutions LLC for the joint development of certain water technologies. The technologies shall include, without limitation, any and all
inventions, patents, intellectual property and know-how dealing with enclosed aquatic production systems worldwide. This includes construction, operation, and
management of enclosed aquatic production, other than shrimp, facilities throughout the world, co-developed by both parties at our facility located outside of La
Coste, Texas. On December 25, 2018, we were awarded U.S. Patent “Recirculating Aquaculture System and Treatment Method for Aquatic Species” covering
all indoor aquatic species that utilizes proprietary art.

The Company has three wholly-owned subsidiaries, including NSC, NS Global and NAS.
Evolution of Technology and Revenue Expectations

Historically, efforts to raise shrimp in a high-density, closed system at the commercial level have been met with either modest success or outright failure
through “BioFloc Technology.” Infectious agents such as parasites, bacteria and viruses are the most damaging and most difficult to control. Bacterial infection
can in some cases be combated through the use of antibiotics (although not always), and in general, the use of antibiotics is considered undesirable and counter
to “green” cultivation practices. Viruses can be even worse, in that they are immune to antibiotics. Once introduced to a shrimp population, viruses can wipe out
entire farms and shrimp populations, even with intense probiotic applications.

Our primary solution against infectious agents is our “Vibrio Suppression Technology.” We believe this system creates higher sustainable densities,

consistent production, improved growth and survival rates and improved food conversion without the use of antibiotics, probiotics or unhealthy anti-microbial
chemicals. Vibrio Suppression Technology helps to exclude and suppress harmful organisms that usually destroy “BioFloc” and other enclosed technologies.
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In 2001, we began research and development of a high density, natural aquaculture system that is not dependent on ocean water to provide quality,
fresh shrimp every week, fifty-two weeks a year. Our initial system was successful, but we determined that it would not be economically feasible due to high
operating costs. Over the next several years, using the knowledge we gained from developing the first system, we developed a shrimp production system that
eliminated the high costs associated with the previous system. We have continued to refine this technology, eliminating bacteria and other problems that affect
enclosed systems, and now have a successful shrimp growing process. We have produced thousands of pounds of shrimp over the last few years in order to
develop a design that will consistently produce quality shrimp that grow to a large size at a specific rate of growth. This included experimenting with various types
of natural live and synthesized feed supplies before selecting the most appropriate nutritious and reliable combination. It also included utilizing monitoring and
control automation equipment to minimize labor costs and to provide the necessary oversight for proper regulation of the shrimp environment. However, there
were further enhancements needed to our process and technology in order to begin production of shrimp on a commercially viable scale and to generate
revenues.

Our current system consists of a reception tank where the shrimp are acclimated, then moved to a larger grow-out tank for the rest of the twenty-four
week cycle. During 2016, we engaged in additional engineering projects with third parties to further enhance our indoor production capabilities. For example,
through our relationship with Trane, Inc., a division of Ingersoll-Rand Plc (“Trane”), Trane has provided a detailed audit to use data to build and verify the
capabilities of then initial Phase 1 prototype of a Trane-proposed three tank system at our La Coste, Texas facility. The Company contracted F&T Water
Solutions and RGA Labs, Inc. (“RGA Labs”) to complete final engineering and building of the initial patent-pending modified Electrocoagulation system for the
grow-out, harvesting and processing of fully mature, antibiotic-free Pacific White Leg shrimp. The design will present a viable pathway to begin generating
revenue and producing shrimp on a commercially viable scale. The design is completed and was installed in early June 2018 by RGA Labs, and final financing
for the system is expected to be provided by one of the Company’s existing intuitional investors. The first post larvae (PL) arrived from the hatchery on July 3,
2018. The Company used the shrimp for sampling to key potential customers and special events such as the Texas Restaurant Association trade show. The
Company also received two production PL lots from Global Blue Technologies on March 21, 2019 and April 17, 2019 and from American Penaeid, Inc. on
August 7, 2019. Because the shrimp displayed growth that was slower than normal, the Company had a batch tested by an independent lab at the University of
Arizona. The shrimp tested positive for Infectious hypodermal and hematopoietic necrosis (“IHHNV”) and the Texas Parks and Wildlife Department was notified
that the facility was under quarantine. On August 26, 2019, the Company was forced to terminate all lots due to the infection. The Company will begin
restocking on shrimp in the refurbished facility sections. On August 30, 2019, the Company received notice that it was in compliance again and the quarantine
had been lifted. During the aforementioned quarantine, the Company decided to begin an approximately $1,000,000 facility renovation demolishing the interior
16 wood structure lined tanks (720,000 gallons). The Company would be replacing the previous tanks with 40 new fiberglass tanks (600,000 gallons) at a cost of
approximately $400,000 allowing complete production flexibility with more smaller tanks. The Company expects that the first shrimp tanks harvest target date will
be April 2020.

In order to solidify the existing facility production process, the Company has purchased eight electrocoagulation units from F&T Water Solutions for a
combined purchase and installation price of approximately $700,000.

On June 9, 2019, the Company and Natural Aquatic Systems (a subsidiary of NaturalShrimp, Inc.) entered into an agreement for an exclusive right to
use the proprietary technology controlled by Hydrenesis Aquaculture, LLC. Subsequently, on June 30, 2019 there was an amendment to the aforementioned
agreements to extend certain marketing and use rights internationally.

Recent Developments During the Three Months Ended September 30, 2019

On August 5, 2019, the Company received a formal notice from the Texas Parks and Wildlife Department for the Company’s facility in La Coste, Texas
due to the detection of IHHNV, a viral disease of Pacific white shrimp, from two Postlarvae (“PL”) shipments from the Company’s Texas hatchery supplier in
March and April of this year. At the time of receipts of such shipments from the hatchery in March and April, the Company was notified by its supplier that the
shipments were virus free. Based on the Company’s quality control procedures during the course of the shrimp farming process in the Company’s tanks and, in
this case the slower than normal growth rate indicating possible compromise, the Company undertook to have lots independently tested by the University of
Arizona Pathology Laboratory in Tucson. Based on those tests, IHHNV was detected and the Company’s facility was placed under quarantine until further notice
by Texas Parks and Wildlife Department and the United States Department of Agriculture/Animal and Plant Health Inspection Service. Such quarantine notice
also imposes no discharge of any culture water to state waters (creeks, rivers, streams, bays) and no sales of any shrimp until further notice. The Company’s
system of tanks prevents crossover contamination in order to quickly begin restocking of PL shrimp from a different hatchery beginning in August in different
tanks. Such orders have been placed and are expected to be placed into production as soon as inspection is passed and the quarantine has been lifted.
Furthermore, the Company has enhanced its system to include nursery tanks that will allow the Company to evaluate the health of the shrimp through much
earlier testing in its quality control process. While the Company expects to incur costs associated with the proper disposal of such batches, it does not expect it
to be material. Furthermore, the Company expects that it will also recover certain of these costs from its Texas hatchery supplier.

On September 9, 2019, the Company’s Board of Directors appointed Mr. Tom Untermeyer as Chief Operating Officer. Mr. Untermeyer is a co-founder of
NSH, has served as an engineering consultant to NSH since 2001, and is the Company’s Chief Technology Officer. Mr. Untermeyer holds a Bachelor of Science
in electrical engineering from St. Mary’s University. Mr. Untermeyer is the inventor of the initial technology behind the computer-controlled shrimp-raising system
used by the Company.
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Results of Operations
Comparison of the Three Months Ended September 30, 2019 to the Three Months Ended September 30, 2018

Revenue

We have not earned any significant revenues since our inception and, although we expect revenues to begin in six to nine months, we do not expect

them to be significant at that time.

Expenses

Our expenses for the three months ended September 30, 2019 are summarized as follows, in comparison to our expenses for the three months ended

September 30, 2018:

Three Months Ended September 30,

2019 2018
Facility operations $ 15,035 $ 22,978
Salaries and related expenses 118,022 101,223
Rent 3,746 2,749
Professional fees 88,815 63,939
Other general and administrative expenses 167,788 39,031
Depreciation 13,319 17,719
Total $ 406,725 § 247,639

Operating expenses for the three months ended September 30, 2019 were $406,725, representing an increase of 64.2% compared to operating
expenses of $247,639 for the same period in 2018. The overall increase in expenses is mainly due to the Company progressing with their testing and planning
to begin commercial operations, which resulted in a ramp up of costs, including increases for employees and related costs, consultants, travel costs, as well as
property tax payments which include prior years. Depreciation expense decreased slightly as many of the fixed assets currently in use have become fully

depreciated, and the fixed assets related to the facility are still in construction in progress and depreciation has not yet begun on these assets.
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Comparison of the Six Months Ended September 30, 2019 to the Six Months Ended September 30, 2018
Revenue

We have not earned any significant revenues since our inception and, although we expect revenues to begin in six to nine months, we do not expect
them to be significant at that time.

Expenses

Our expenses for the six months ended September 30, 2019 are summarized as follows, in comparison to our expenses for the six months ended
September 30, 2018:

Six Months Ended September 30,

2019 2018
Facility operations $ 139,559 $ 43,963
Salaries and related expenses 227,632 205,165
Rent 7,812 6,030
Professional fees 149,611 122,943
Other general and administrative expenses 252,782 95,830
Depreciation 25,563 35,445
Total $ 802,859 $ 509,376

Operating expenses for the six months ended September 30, 2019 were $802,859, representing an increase of 57.6% compared to operating expenses
of $509,376 for the same period in 2018. The overall increase in expenses is mainly the result an increase in facility operations, as well as increases in salaries
and general and administrative costs, as the Company is progressing with their testing and planning to begin commercial operations, and has engaged new
employees and consultants and there has been a related increase in maintenance and repairs. Depreciation expense decreased as many of the fixed assets
currently in use have become fully depreciated, and the fixed assets related to the facility are still in construction in progress and depreciation has not yet begun
on these assets.

Liquidity, Financial Condition and Capital Resources
As of September 30, 2019, we had cash on hand of approximately $283,000 and a working capital deficiency of approximately $4,562,000 . as compared
to cash on hand of approximately $137,000 and a working capital deficiency of approximately $3,773,000 as of March 31, 2019. The increase in working capital

deficiency for the three months ended September 30, 2019 is mainly due to the increase in cash on hand in current assets, increases in accounts payable and
accrued expenses and an increase in the current maturity of the bank loan, discussed in further detail below, in current liabilities.

22




Working Capital Deficiency

Our working capital deficiency as of September 30, 2019, in comparison to our working capital deficiency as of March 31, 2019, can be summarized as
follows:

September 30, March 31,
2019 2019
Current assets $ 397,254 $ 178,685
Current liabilities 4,959,336 3,951,811
Working capital deficiency $ 4563,082 $ 3,773,126

The increase in current assets is mainly due to the increase of approximately $219,000 in cash on hand, which is a result of the cash received in funding
through the equity financing agreement and new convertible debentures. The increase in current liabilities is primarily due to the entire balance of the bank loan
and lines of credit now being current, as the outstanding balances are now due April 2020 or prior. Additionally, there is an increase of approximately $290,000
in the convertible debenture balance due to the new convertible debenture and the amortization of the existing debt discounts.

Cash Flows

Our cash flows for the six months ended September 30, 2019, in comparison to our cash flows for the three months ended September 30, 2018, can be
summarized as follows:

Six Months Ended September 30,

2019 2018
Net cash used in operating activities $ (983,303) $ (402,798)
Net cash used in investing activities (754,501) (81,777)
Net cash provided by financing activities 1,883,547 465,170
Net change in cash $ 145,743  § (19,405)

The increase in net cash used in operating activities in the six months ended September 30, 2019, compared to the same period in 2018, mainly relates
to the approximate $293,000 increase in the net loss for the period as compared to the same period in the prior fiscal year, and the decrease in the gain on the
change in fair value of the derivative of approximately $1,367,000 due to the reduced amounts of convertible debt whose conversion features were required to
be bifurcated and recognized as derivative liability, as well as the expenses in the prior year for the excess financing costs related to the convertible debentures
of approximately $1,284,000 and the change in fair value of the warrant liability of $47,000, which do not occur in the current period.

The net cash used in investing activities in the three months ended September 30, 2019 included an increase in costs paid on construction in process
on the new facility as compared to the same period in 2018, and the purchase of some machinery and equipment.

The net cash provided by financing activities increased between periods, with the increased cash provided by financing activities primarily arising from
the additional proceeds received from the equity financing agreement of $1,774,000 during the six months ended September 30, 2019, offset by a decrease in
proceeds for new convertible debentures during fiscal 2019 as compared to fiscal 2018 and by payments made on the convertible debt with related party, and
the credit line in fiscal 2019.

Our cash position was approximately $283,000 as of September 30, 2019. Management believes that our cash on hand and working capital are not

sufficient to meet our current anticipated cash requirements for the next twelve months, as described in further detail under the section titled “Going Concern”
below.
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Recent Financing Arrangements and Developments During the Period

Short-Term Debt and Lines of Credit

On November 3, 2015, the Company entered into a short-term note agreement with Community National Bank for a total value of $50,000. The short-
term note had a stated interest rate of 5.25%, maturity date of December 15, 2017 and had an initial interest only payment on February 3, 2016. On July 18,
2018, the short-term note was replaced by a promissory note for the outstanding balance of $25,298, which bears interest at 8% with a maturity date of July 18,
2021. The short-term note is guaranteed by an officer and director. The balance of the note at September 30, 2019 and March 31, 2019 was $16,185 and
$20,193, respectively.

The Company also has a working capital line of credit with Extraco Bank. On April 30, 2019, the Company renewed the line of credit for $372,675. The
line of credit bears an interest rate of 5.0% that is compounded monthly on unpaid balances and is payable monthly. The line of credit matures on April 30, 2020
and is secured by certificates of deposit and letters of credit owned by directors and shareholders of the Company. On April 12, 2019, prior to the renewal, the
Company paid $100,000 on the loan. The balance of the line of credit is $372,675 and $472,675 at September 30, 2019 and March 31, 2019, respectively.

The Company also has additional lines of credit with Extraco Bank for $100,000 and $200,000, which were renewed on January 19, 2019 and April 30,
2019, respectively, with maturity dates of January 19, 2020 and April 30, 2020, respectively. The lines of credit bear an interest rate of 6.5% and 5%,
respectively, that is compounded monthly on unpaid balances and is payable monthly. They are secured by certificates of deposit and letters of credit owned by
directors and shareholders of the Company. The balance of the lines of credit was $276,958 at both September 30, 2019 and March 31, 2019.

The Company also has a working capital line of credit with Capital One Bank for $50,000. The line of credit bears an interest rate of prime plus 25.9
basis points, which totaled 31.4% as of March 31, 2019. The line of credit is unsecured. The balance of the line of credit was $9,580 at both September 30, 2019
and March 31, 2019.

The Company also has a working capital line of credit with Chase Bank for $25,000. The line of credit bears an interest rate of prime plus 10 basis
points, which totaled 15.5% as of March 31, 2019. The line of credit is secured by assets of the Company’s subsidiaries. The balance of the line of credit is
$10,237 at September 30, 2019 and March 31, 2019.

Bank Loan

On January 10, 2017, we entered into a promissory note agreement with Community National Bank in the principal amount of $245,000, with an annual
interest rate of 5% and a maturity date of January 10, 2020 (the “CNB Note”). The CNB Note is secured by certain real property owned by the Company in La
Coste, Texas, and is also personally guaranteed by the Company’s President and Chairman of the Board, as well as certain non-affiliated shareholders of the

Company. The balance of the CNB Note is $224,779 at September 30, 2019 and $228,759 at March 31, 2019.

Convertible Debentures

On December 6, 2018, the Company entered into an 10% convertible promissory note for $210,460, which matures on September 6, 2019. During the
first 180 days the convertible redeemable note is in effect, the Company may redeem the note at a prepayment percentage of 120% to 130% of the outstanding
principal and accrued interest based on the redemption date’s passage of time ranging from 60 days to 180 days from the date of issuance of the debenture. Per
the agreement, the Company is required at all times to have authorized and reserved three times the number of shares that is actually issuable upon full
conversion of the note. In the event of default, as set forth in the agreement, the outstanding principal balance increases to 150%. The Company did not pay the
outstanding principal and accrued interest of approximately $54,000 on the maturity date of September 6, 2019, and therefore the principal was increased by the
default penalty of 50%, amounting to approximately $27,000. In addition to standard events of default, an event of default occurs if the common stock of the
Company shall lose the “bid” price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the
Company enters into a 3(a)(9) or 3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must
also obtain the noteholder’s written consent before issuing any new debt. The note is convertible at a fixed conversion price of $0.01. If an event of default
occurs, the fixed conversion price is extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to
conversion. The fixed conversion price shall reset upon any future dilutive issuance of shares, options or convertible securities. On June 27, 2019 the holder
converted $30,000 of principal into 3,000,000 shares of common stock of the Company. On three occasions during the three months ended September 30,
2019, the holder converted $140,000 of principal into 14,000,000 shares of common stock of the Company. The note was fully converted subsequent to
September 30, 2019.
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On December 31, 2018, the Company entered into an 10% convertible promissory note for $135,910, which matures on September 30, 2019. The
maturity date has been extended to March 1, 2020. During the first 180 days the convertible redeemable note is in effect, the Company may redeem the note at
a prepayment percentage of 120% to 130% of the outstanding principal and accrued interest based on the redemption date’s passage of time ranging from 60
days to 180 days from the date of issuance of the debenture. Per the agreement, the Company is required at all times to have authorized and reserved three
times the number of shares that is actually issuable upon full conversion of the note. In the event of default, as set forth in the agreement, the outstanding
principal balance increases to 150%. In addition to standard events of default, an event of default occurs if the common stock of the Company shall lose the “bid”
price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the Company enters into a 3(a)(9) or
3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must also obtain the noteholder's written
consent before issuing any new debt. The note is convertible at a fixed conversion price of $0.01. If an event of default occurs, the fixed conversion price is
extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to conversion. The fixed conversion
price shall reset upon any future dilutive issuance of shares, options or convertible securities.

On January 16, 2019, the Company entered into an 10% convertible promissory note for $205,436.60, with an OID of $18,6867, for a purchase price of
$186,750.55, which matures on October 16, 2019. During the first 180 days the convertible redeemable note is in effect, the Company may redeem the note at a
prepayment percentage of 120% to 130% of the outstanding principal and accrued interest based on the redemption date’s passage of time ranging from 60
days to 180 days from the date of issuance of the debenture. Per the agreement, the Company is required at all times to have authorized and reserved three
times the number of shares that is actually issuable upon full conversion of the note. In the event of default, as set forth in the agreement, the outstanding
principal balance increases to 150%. In addition to standard events of default, an event of default occurs if the common stock of the Company shall lose the “bid”
price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the Company enters into a 3(a)(9) or
3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must also obtain the noteholder’s written
consent before issuing any issue new debt. The note is convertible at a fixed conversion price of $0.01. If an event of default occurs, the fixed conversion price is
extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to conversion. The fixed conversion
price shall reset upon any future dilutive issuance of shares, options or convertible securities.

On February 4, 2019, the Company issued a 10% convertible promissory note for $85,500, with an OID of $7,500, for a purchase price of $75,000,
which matures on November 4, 2019. During the first 180 days the convertible redeemable note is in effect, the Company may redeem the note at a prepayment
percentage of 120% to 130% of the outstanding principal and accrued interest based on the redemption date’s passage of time ranging from 60 days to 180 days
from the date of issuance of the debenture. Per the agreement, the Company is required at all times to have authorized and reserved three times the number of
shares that is actually issuable upon full conversion of the note. In the event of default, as set forth in the agreement, the outstanding principal balance increases
to 150%. In addition to standard events of default, an event of default occurs if the common stock of the Company shall lose the "bid" price for its Common
Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the Company enters into a 3 (a)(9) or 3(a)(10) issuance of
shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must also obtain the noteholder's written consent before
issuing any issue new debt. The note is convertible at a fixed conversion price of $0.01. If an event of default occurs, the fixed conversion price is extinguished
and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to conversion. The fixed conversion price shall reset
upon any future dilutive issuance of shares, options or convertible securities. On August 6, 2019, the Company exercised its option to redeem the February 4,
2019 debenture, for a redemption price of approximately $132,000. The principal of $85,500 and interest of approximately $5,000 was derecognized with the
additional $27,000 paid upon redemption recognized as a financing cost and $15,000 for legal fees. As a result of the redemption, the unamortized discount
related to the redeemed balance of $38,000 was immediately expensed.

On March 1, 2019, the Company entered into an 10% convertible promissory note for $168,000, with an OID of $18,000, for a purchase price of
$150,000, which matures on November 1, 2019. The maturity date has been extended to March 1, 2020. During the first 180 days the convertible redeemable
note is in effect, the Company may redeem the note at a prepayment percentage of 100% to 130% of the outstanding principal and accrued interest based on
the redemption date’s passage of time ranging from 60 days to 180 days from the date of issuance of the debenture. Per the agreement, the Company is
required at all times to have authorized and reserved three times the number of shares that is actually issuable upon full conversion of the note. In the event of
default, as set forth in the agreement, the outstanding principal balance increases to 150%. In addition to standard events of default, an event of default occurs if
the common stock of the Company shall lose the “bid” price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent
replacement exchange. If the Company enters into a 3 (a)(9) or 3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below
$15,000. The Company must also obtain the noteholder’s written consent before issuing any new debt. The note is convertible at a fixed conversion price of
$0.25. If an event of default occurs, the fixed conversion price is extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices
during the 20 days prior to conversion. The fixed conversion price shall reset upon any future dilutive issuance of shares, options or convertible securities.

On April 17, 2019, the Company entered into an 10% convertible promissory note for $110,000, with an OID of $10,000, for a purchase price of
$100,000, which matures on January 23, 2020. During the first 180 days the convertible redeemable note is in effect, the Company may redeem the note at a
prepayment percentage of 120% to 130% of the outstanding principal and accrued interest based on the redemption date’s passage of time ranging from 60
days to 180 days from the date of issuance of the debenture. Per the agreement, the Company is required at all times to have authorized and reserved three
times the number of shares that is actually issuable upon full conversion of the note. In the event of default, as set forth in the agreement, the outstanding
principal balance increases to 150%. In addition to standard events of default, an event of default occurs if the common stock of the Company shall lose the "bid"
price for its Common Stock, on trading markets, including the OTCBB, OTCQB or an equivalent replacement exchange. If the Company enters into a 3 (a)(9) or
3(a)(10) issuance of shares there are liquidation damages of 25% of principal, not to be below $15,000. The Company must also obtain the noteholder's written
consent before issuing any new debt. The note is convertible at a fixed conversion price of $0.124. If an event of default occurs, the fixed conversion price is
extinguished and replaced by a variable conversion rate that is 70% of the lowest trading prices during the 20 days prior to conversion.

Sale and Issuance of Common Stock

During the six months ended September 30, 2019, the Company issued 17,000,000 shares of the Company’s common stock upon conversion of
$170,000 of their outstanding convertible debt and accrued interest.

25




Equity Financing Agreement

On August 21, 2018, the Company entered into an Equity Financing Agreement (“Equity Financing Agreement”) and Registration Rights Agreement
(“Registration Rights Agreement”) with GHS Investments LLC, a Nevada limited liability company (“GHS”). Under the terms of the Equity Financing Agreement,
GHS agreed to provide the Company with up to $7,000,000 upon effectiveness of a registration statement on Form S-1 (the “Registration Statement”) filed with
the U.S. Securities and Exchange Commission (the “Commission”). The Registration Statement was filed, and deemed effective on September 19, 2018.

Following effectiveness of the Registration Statement, the Company has the discretion to deliver puts to GHS and GHS will be obligated to purchase
shares of the Company’s common stock, par value $0.0001 per share (the “Common Stock”) based on the investment amount specified in each put notice. The
maximum amount that the Company shall be entitled to put to GHS in each put notice shall not exceed two hundred percent (200%) of the average daily trading
dollar volume of the Company’s Common Stock during the ten (10) trading days preceding the put, so long as such amount does not exceed $300,000.
Pursuant to the Equity Financing Agreement, GHS and its affiliates will not be permitted to purchase and the Company may not put shares of the Company’s
Common Stock to GHS that would result in GHS'’s beneficial ownership equaling more than 9.99% of the Company’s outstanding Common Stock. The price of
each put share shall be equal to eighty percent (80%) of the Market Price (as defined in the Equity Financing Agreement). Puts may be delivered by the
Company to GHS until the earlier of thirty-six (36) months after the effectiveness of the Registration Statement or the date on which GHS has purchased an
aggregate of $7,000,000 worth of Common Stock under the terms of the Equity Financing Agreement. Additionally, in accordance with the Equity Financing
Agreement, the Company shall issue GHS a promissory note in the principal amount of $15,000 to offset transaction costs (the “Note”). The Note bears interest
at the rate of 8% per annum, is not convertible and is due 180 days from the issuance date of the Note. Through the year ended March 31, 2019, the Company
put to GHS for the issuance of approximately 22,132,000 shares of common stock, for a total of approximately $465,000.

During the six months ended September 30, 2019, the Company put to GHS for the issuance of 14,744,646 shares of common stock for a total of
$1,774,000.

Series B Preferred Equity Offering

On September 5, 2019, the Board authorized the issuance of 5,000 preferred shares to be designated as Series B Preferred Stock. The Series B PS
have a par value of $0.0001, a stated value of $1,200 and no voting rights. The Series B PS are redeemable at the Company's option, at percentages ranging
from 120% to 135% for the first 180 days, based on the passage of time. The Series B are also redeemable at the holder’s option, upon the occurrence of a
triggering event which includes a change of control, bankruptcy, and the inability to deliver Series B PS requested under conversion notices. The triggering
redemption amount is at the greater of (i) 135% of the stated value or (ii) the product of the volume-weighted average price (“VWAP”) on the day proceeding the
triggering event multiplied by the stated value divided by the conversion price. As the redemption feature at the holder’s option is contingent on a future triggering
event, the Series B PS is considered contingently redeemable, and as such the preferred shares are classified in equity until such time as a triggering event
occurs, at which time they will be classified as mezzanine.

The Series B PS is convertible, at the discounted market price which is defined as the lowest VWAP over last 20 days. The conversion price is adjustable
based on several situations, including future dilutive issuances. As the Series B PS does not have a redemption date and is perpetual preferred stock, it is
considered to be an equity host instrument and as such the conversion feature is not required to be bifurcated as it is clearly and closely related to the equity
host instrument.

On September 17, 2019, the Company entered into a Securities Purchase Agreement with GHS for the purchase of up to 5,000 shares of Series B PS
at a stated value of $1,200 per share, or for a total net proceeds of $5,000,000 in the event the entire 5000 shares of Series B PS are purchased. On
September 17, 2019, the Company received an initial tranche of $250,000 under the SPA.

Shareholder Note Payable

On April 20, 2017, the Company issued an additional Six Percent (6%) Unsecured Convertible Note to Dragon Acquisitions in the principal amount of
$140,000. The note accrues interest at the rate of six percent (6%) per annum, and matures one (1) year from the date of issuance. Upon an event of default, the
default interest rate will be increased to twenty-four percent (24%), and the total amount of principal and accrued interest shall become immediately due and
payable at the holder’s discretion. The note is convertible into shares of the Company’s common stock at a conversion price of $0.30 per share, subject to
adjustment. As of September 30, 2019, the Company has paid $99,400 on this note, with $40,600 remaining outstanding as of March 31, 2019.
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Going Concern

The audited consolidated financial statements contained in this annual report on Form 10-K have been prepared, assuming that the Company will
continue as a going concern. The Company has accumulated losses through the period to September 30, 2019 of approximately $42,875,000 as well as
negative cash flows from operating activities of approximately $983,000. Presently, the Company does not have sufficient cash resources to meet its plans in
the twelve months following September 30, 2019. These factors raise substantial doubt about the Company’s ability to continue as a going concern.
Management is in the process of evaluating various financing alternatives in order to finance the continued build-out of our equipment and for general and
administrative expenses. These alternatives include raising funds through public or private equity markets and either through institutional or retail investors.
Although there is no assurance that the Company will be successful with our fund raising initiatives, management believes that the Company will be able to
secure the necessary financing as a result of ongoing financing discussions with third party investors and existing shareholders.

The consolidated financial statements do not include any adjustments that may be necessary should the Company be unable to continue as a going
concern. The Company’s continuation as a going concern is dependent on its ability to obtain additional financing as may be required and ultimately to attain
profitability. If the Company raises additional funds through the issuance of equity, the percentage ownership of current shareholders could be reduced, and such
securities might have rights, preferences or privileges senior to the rights, preferences and privileges of the Company’s common stock. Additional financing may
not be available upon acceptable terms, or at all. If adequate funds are not available or are not available on acceptable terms, the Company may not be able to
take advantage of prospective business endeavors or opportunities, which could significantly and materially restrict its future plans for developing its business
and achieving commercial revenues. If the Company is unable to obtain the necessary capital, the Company may have to cease operations.

Future Financing

We will require additional funds to implement our growth strategy for our business. In addition, while we have received capital from various private
placements that have enabled us to fund our operations, these funds have been largely used to develop our processes, although additional funds are needed for
other corporate operational and working capital purposes. Subsequent to period end we have raised $750,000 from the sale of Series B Preferred shares of ..
However, not including funds needed for capital expenditures or to pay down existing debt and trade payables, we anticipate that we will need to raise an
additional $2,500,000 to cover all of our operational expenses over the next 12 months, not including any capital expenditures needed as part of any commercial
scale-up of our equipment. These funds may be raised through equity financing, debt financing, or other sources, which may result in further dilution in the equity
ownership of our shares. There can be no assurance that additional financing will be available to us when needed or, if available, that such financing can be
obtained on commercially reasonable terms. If we are not able to obtain the additional necessary financing on a timely basis, or if we are unable to generate
significant revenues from operations, we will not be able to meet our other obligations as they become due, and we will be forced to scale down or perhaps even
cease our operations.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our financial condition, changes in
financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources that is material to stockholders.

Effects of Inflation
We do not believe that inflation has had a material impact on our business, revenues or operating results during the periods presented.
Critical Accounting Policies and Estimates
Our significant accounting policies are more fully described in the notes to our financial statements included in this Quarterly Report on Form 10-Q and

in our Annual Report on Form 10-K for the fiscal year ended March 31, 2019. We believe that the accounting policies below are critical for one to fully
understand and evaluate our financial condition and results of operations.
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Fair Value Measurement

The fair value measurement guidance clarifies that fair value is an exit price, representing the amount that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants. As such, fair value is a market-based measurement that should be determined based on
assumptions that market participants would use in the valuation of an asset or liability. It establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy under the fair value
measurement guidance are described below:

Level 1 - Unadjusted quoted prices in active markets that are accessible at the measurement date for identical assets or liabilities;

Level 2 - Quoted prices in markets that are not active, or inputs that are observable, either directly or indirectly, for substantially the full term of the asset
or liability; or

Level 3 - Prices or valuation techniques that require inputs that are both significant to the fair value measurement and unobservable (supported by little
or no market activity).

The Company did not have any Level 1 or Level 2 assets and liabilities at September 30, 2019 and March 31, 2019.
The Derivative and warrant liabilities are Level 3 fair value measurements.
Basic and Diluted Earnings/Loss per Common Share

Basic and diluted earnings or loss per share (“EPS”) amounts in the consolidated financial statements are computed in accordance with ASC 260 — 10
“Earnings per Share”, which establishes the requirements for presenting EPS. Basic EPS is based on the weighted average number of shares of common stock
outstanding. Diluted EPS is based on the weighted average number of shares of common stock outstanding and dilutive common stock equivalents. Basic EPS
is computed by dividing net income or loss available to common stockholders (numerator) by the weighted average number of shares of common stock
outstanding (denominator) during the period. For the six months ended September 30, 2019, the Company had approximately $1,033,000 in convertible
debentures whose approximately 40,717,000 underlying shares are convertible at the holders’ option at conversion prices ranging from $0.01 to $0.30 for fixed
conversion rates, and 34% - 60% of the defined trading price for variable conversion rates and approximately 551,000 warrants with an exercise price of 45% of
the market price of the Company’s common stock, which were not included in the calculation of diluted EPS as their effect would be anti-dilutive. For the six
months ended September 30, 2018, the Company had approximately $1,2967,000 in principal on convertible debentures whose approximately 193,807,000
underlying shares are convertible at the holders’ option at conversion prices ranging from 34% - 61% of the defined trading price and approximately 14,537,000
warrants with an exercise price of 50% to 57% of the market price of the Company’s common stock, which were not included in the calculation of diluted EPS as
their effect would be anti-dilutive.

Impairment of Long-lived Assets and Long-lived Assets

The Company will periodically evaluate the carrying value of longlived assets to be held and used when events and circumstances warrant such a
review and at least annually. The carrying value of a longlived asset is considered impaired when the anticipated undiscounted cash flow from such asset is
separately identifiable and is less than its carrying value. In that event, a loss is recognized based on the amount by which the carrying value exceeds the fair
value of the longlived asset. Fair value is determined primarily using the anticipated cash flows discounted at a rate commensurate with the risk involved.
Losses on longlived assets to be disposed of are determined in a similar manner, except that fair values are reduced for the cost to dispose.

Recently Adopted Accounting Pronouncements

Our recently adopted accounting pronouncements are more fully described in Note 2 to our financial statements included herein for the quarter ended
September 30, 2019.

Recently Issued Accounting Standards

In February 2016, FASB issued ASU No. 2016-02, Leases (Topic 842). The standard requires all leases that have a term of over 12 months to be
recognized on the balance sheet with the liability for lease payments and the corresponding right-of-use asset initially measured at the present value of amounts
expected to be paid over the term. Recognition of the costs of these leases on the income statement will be dependent upon their classification as either an
operating or a financing lease. Costs of an operating lease will continue to be recognized as a single operating expense on a straight-line basis over the lease
term. Costs for a financing lease will be disaggregated and recognized as both an operating expense (for the amortization of the right-of-use asset) and interest
expense (for interest on the lease liability). This standard will be effective for our interim and annual periods beginning January 1, 2019, and must be applied on
a modified retrospective basis to leases existing at, or entered into after, the beginning of the earliest comparative period presented in the financial statements.
Early adoption is permitted. The Company adopted ASU 2016-02 on April 1, 2019, and the adoption resulted in the recognition of a Right of Use Asset (“ROU”)
and a Lease Liability for a new equipment lease entered into on June 24, 2019.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not Applicable. As a smaller reporting company, we are not required to provide the information required by this Iltem.
ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the supervision and with the participation of our management, including our Chief Executive Officer (who is our
Principal Executive Officer) and our Chief Financial Officer and Treasurer (who is our Principal Financial Officer and Principal Accounting Officer), of the
effectiveness of the design of our disclosure controls and procedures (as defined by Exchange Act Rules 13a-15(e) or 15d-15(e)) as of September 30, 2019
pursuant to Exchange Act Rule 13a-15. Based upon that evaluation, our Principal Executive Officer and Principal Financial Officer concluded that our disclosure
controls and procedures were not effective as of September 30, 2019 in ensuring that information required to be disclosed by us in reports that we file or submit
under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in the SEC’s rules and forms. This conclusion is
based on findings that constituted material weaknesses. A material weakness is a deficiency, or a combination of control deficiencies, in internal control over
financial reporting such that there is a reasonable possibility that a material misstatement of the Company’s interim financial statements will not be prevented or
detected on a timely basis.

Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rules 13a-15(f) and 15d-
15(f) under the Exchange Act. Under the supervision and with the participation of our management, which currently consists of our Chief Executive Officer and
Treasurer, we conducted an evaluation of the effectiveness of our internal control over financial reporting based on criteria established in the framework in
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO” - 2013) and SEC
guidance on conducting such assessments. Our management concluded, as of September 30, 2019, that our internal control over financial reporting was not
effective. Management realized there were deficiencies in the design or operation of the Company’s internal control that adversely affected the Company’s
internal controls which management considers to be material weaknesses.

In performing the above-referenced assessment, management had concluded that as of September 30, 2019, there were deficiencies in the design or
operation of our internal control that adversely affected our internal controls, which management considers to be material weaknesses, including those described
below:

(i) Lack of Formal Policies and Procedures. We utilize a third-party independent contractor for the preparation of our financial statements. Although the
financial statements and footnotes are reviewed by our management, we do not have a formal policy to review significant accounting transactions and the
accounting treatment of such transactions. The third-party independent contractor is not involved in the day to day operations of the Company and may not be
provided information from management on a timely basis to allow for adequate reporting/consideration of certain transactions.

(i) Audit Committee and Financial Expert. We do not have a formal audit committee with a financial expert, and thus we lack the board oversight role
within the financial reporting process.

(iii) Insufficient Resources. We have insufficient quantity of dedicated resources and experienced personnel involved in reviewing and designing internal
controls. As a result, a material misstatement of the interim and annual financial statements could occur and not be prevented or detected on a timely basis.

(iv) Entity Level Risk Assessment. We did not perform an entity level risk assessment to evaluate the implication of relevant risks on financial reporting,
including the impact of potential fraud related risks and the risks related to non-routine transactions, if any, on internal control over financial reporting. Lack of an
entity-level risk assessment constituted an internal control design deficiency which resulted in more than a remote likelihood that a material error would not have
been prevented or detected and constituted a material weakness.

(v) Lack of Personnel with GAAP Experience. We lack personnel with formal training to properly analyze and record complex transactions in
accordance with U.S. GAAP.

Our management feels the weaknesses identified above have not had any material effect on our financial results. However, we are currently reviewing
our disclosure controls and procedures related to these material weaknesses and expect to implement changes in the near term as resources permit, including
identifying specific areas within our governance, accounting and financial reporting processes to add adequate resources to potentially mitigate these material
weaknesses.

Our management will continue to monitor and evaluate the effectiveness of our internal controls and procedures and our internal controls over financial
reporting on an ongoing basis and is committed to taking further action and implementing additional enhancements or improvements, as necessary and as funds
allow.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate. All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those
systems determined to be effective can provide only reasonable assurance with respect to financial statement preparation and presentation.

Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting during the quarter ended September 30, 2019 that have materially affected, or are
reasonably likely to materially affect our internal control over financial reporting. We believe that a control system, no matter how well designed and operated,

cannot provide absolute assurance that the objectives of the control system are met, and no evaluation of controls can provide absolute assurance that all
control issues and instances of fraud, if any, within any company have been detected.
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Except as described below, we are currently not involved in any litigation that we believe could have a material adverse effect on our financial condition
or results of operations. There is no action, suit, proceeding, inquiry or investigation before or by any court, public board, government agency, self-regulatory
organization or body pending or, to the knowledge of the executive officers of our Company or any of our subsidiaries, threatened against or affecting our
company, our common stock, any of our subsidiaries or of our companies or our subsidiaries’ officers or directors in their capacities as such, in which an adverse
decision could have a material adverse effect.

On April 30, 2019, a complaint was filed against the Company in the U.S. District Court in Dallas, Texas alleging that the Company breached a provision
in a common stock purchase warrant (the “Vista Warrant”) issued by the Company to Vista Capital Investments, LLC (“Vista”). Vista alleges that the Company
failed to issue certain shares of the Company’s common stock as was required under the terms of the Vista Warrant. Vista is currently seeking money damages
in the approximate amount of $7,000,000, which the Company believes is unwarranted and excessive, as well as costs and reimbursement of expenses. The
Company is continuing to vigorously defend itself against these claims, preparing a counter-claim against Vista and taking such other appropriate action, in
addition to seeking for other costs and relief as may be appropriate. The Company is currently litigating issues related to forum selection. The Company has
accrued $50,000 for the settlement of this complaint, which is recognized as “loss on warrant settlement” on the accompanying Statement of Operations in the
three months ended June 30, 2019.

ITEM 1A. RISK FACTORS

As a smaller reporting company, we are not required to provide the information required by this Item. We note, however, that an investment in our
common stock involves a number of very significant risks. Investors should carefully consider the risk factors included in the “Risk Factors” section of our Annual
Report on Form 10-K for our fiscal year ended March 31, 2019, as filed with SEC on July 1, 2019, in addition to other information contained in such Annual
Report and in this Quarterly Report on Form 10-Q, in evaluating the Company and our business before purchasing shares of our common stock. The Company’s
business, operating results and financial condition could be adversely affected due to any of those risks.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Series B Preferred Equity Offering

On September 5, 2019, the Board authorized the issuance of 5,000 preferred shares to be designated as Series B Preferred Stock. The Series B PS
have a par value of $0.0001, a stated value of $1,200 and no voting rights. The Series B PS are redeemable at the Company's option, at percentages ranging
from 120% to 135% for the first 180 days, based on the passage of time. The Series B are also redeemable at the holder’s option, upon the occurrence of a
triggering event which includes a change of control, bankruptcy, and the inability to deliver Series B PS requested under conversion notices. The triggering
redemption amount is at the greater of (i) 135% of the stated value or (ii) the product of the volume-weighted average price on the day proceeding the triggering
event multiplied by the stated value divided by the conversion price. As the Series B PS is contingently redeemable at the holder’s option, the shares are

classified as mezzanine equity.

The Series B PS is convertible, at the discounted market price which is defined as the lowest VWAP over last 20 days. The conversion price is adjustable
based on several situations, including future dilutive issuances. As the Series B PS does not have a redemption date and is perpetual preferred stock, it is
considered to be an equity host instrument and as such the conversion feature is not required to be bifurcated as it is clearly and closely related to the equity
host instrument.

On September 17, 2019, the Company entered into a Securities Purchase Agreement with GHS for the purchase of up to 5,000 shares of Series B
Preferred Stock at a stated value of $1,200 per share, or for a total net proceeds of $5,000,000 in the event the entire 5000 shares of Series B PS are
purchased. On September 17, 2019, the Company received an initial tranche of $250,000 under the SPA.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.
ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

Exhibit Number Description

3.1 Certificate of Designation of Series B Preferred Stock of Naturalshrimp Incorporated

10.1* Securities Purchase Agreement, dated September 17, 2019, by and between Naturalshrimp Incorporated and GHS Investments LLC
31.1* Section 302 Certification under the Sarbanes-Oxley Act of 2002 of the Principal Executive Officer

31.2*% Section 302 Certification under the Sarbanes-Oxley Act of 2002 of the Principal Financial Officer and Principal Accounting Officer
32.1** Section 906 Certification under the Sarbanes-Oxley Act of 2002 of the Principal Executive Officer

32.2* Section 906 Certification under the Sarbanes-Oxley Act of 2002 of the Principal Financial Officer and Principal Accounting Officer
101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF XBRL Taxonomy Extension Definition Linkbase Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

* Filed herewith.

- In accordance with SEC Release 33-8238, Exhibits 32.1 and 32.2 are being furnished and not filed.
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SIGNATURES

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

NATURALSHRIMP INCORPORATED

Date: November 14, 2019 By: /s/ Gerald Easterling

Gerald Easterling
Chief Executive Officer
(Principal Executive Officer)

NATURALSHRIMP INCORPORATED
Date: November 14, 2019 By: /s/ William Delgado
William Delgado
Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)
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09/16/2019
Work Order Item Number: W2019091301607-101534
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Filing Page(s): 23
Indexed Entity Information:
Entity ID: E0422212008-7 Entity Name: NATURALSHRIMP
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Certificate of Designation
(PURSUANT TO NRS 78, 1955)
USE BLACK INK ONLY - B0 NOT HIGHLIGHT ABOVE SPACE I3 FOR OFFICE USE ONLY

Certificate of Designation For
Nevada Profit Corporations

(Pursuant to NRS 78.1955)

1. Name of corporation:
NATURALSHRIMP INCORPORATED

2. By resolution of the board of directors pursuant to a provision in the articles of incorporation this
certificate establishes the following regarding the voting powers, designations, preferences,
limitations, restrictions and relative rights of the following class or series of stock.

The designation of said series of preferred stock shall be Series B Convertible Preferred Stock, $0.0001 par
value per share (the “Series B Preferred Stock™).

Itis the desire of the Board of Directors, pursuant to its authority as aforesaid, to fix the rights, preferences
restrictions and other matters relating to a series of the preferred stock, which shall consist of, except as
otherwise set forth in the Purchase Agreement, up to five thousand (5,000) shares of the Series B Preferred
Stock which the Corporation has the authority to issue

See attached.

3. Effective date of filing: (optional)
(must not be Later than 90 days after the certificate is filed)

4. Signaturg: (required)

Filing Fee: $176.00
IMPORTANT: Fadure to include any of the above information and submit with the proper fees may cause this filing to be rejected.

This form must be accompanied by appropriste fees. Mevats Secretary of State Siock

Daighation
Revised: 1.5-15



Naturalshrimp Incorporated

CERTIFICATE OF DESIGNATION OF PREFERENCES,
RIGHTS AND LIMITATIONS

OF
SERIES B CONVERTIBLE PREFERRED STOCK
PURSUANT TO SECTION 78, 1955 OF THE NEVADA REVISED STATUTES
The undersigned, Gerald Easterling, does hereby certify that:

I. He is the President and Chief Executive Officer, of Naturalshrimp Incorporated, & Nevada
corporation (the “Comporation™ or the “Company™).

2. The Corporation is authorized to issue 200,000,000 shares of preferred stock, of which 5,000,000 shares
of Series A Preferred Stock have been issued.

3. The following resolutions were duly adopted by the board of directors of the Corporation (the “Board
£Di ) =

WHEREAS, the Anticles of Incorporation of the Corporation provides for a class of its authorized stock known
as preferred stock, consisting of 200,000,000 shares, $0.0001 par value per share, issuable from time to time in one or
more series;

WHEREAS, the Board of Directors is authorized to fix the dividend rights, dividend rate, voting rights,
conversion rights, rights and terms of redemption and liquidation preferences of any wholly unissued serics of
preferred stock and the number of shares constituting any serics and the designation thereaf, of any of them; and

WHEREAS, it is the desire of the Board of Dircctors, pursuant to its authority as aforesaid, to fix the rights,
preferences, restrictions and other matters relating to a series of the preferred stock, which shall consist of, except as
otherwise set forth in the Purchase Agreement, up to 5,000 sharcs of the Series B Preferred Stock which the
Corporation has the authority to issus, as follows:

NOW, THEREFORE, BE IT RESOLVED, that the Board of Dircctors does hereby provide for the issuance of
the Series B Preferred Stock for cash or exchange of other sccurities, rights or property and does hercby fix and
determine the rights, preferences, restrictions and other matters relating 1o such series of preferred stock as follows:

TERMS OF PREFERRED STOCK
Section 1, Definitions. For the purposes hereof, the following terms shall have the following meanings:

“Affiliate”™ means any Person that, directly or indirectly through one or more intermediarics, controls or is
controlled by or is under common control with a Person, as such terms arc used in and construed under Rule 405 of
the Securities Act.

".&ll_qmﬂ:ﬁmi{kmu“ shall have the meaning set forth in Section 7(e).

L3 " means any of the following events: (a) the Corporation or any Significant Subsidiary
(as such term is del'ned in Rule 1-02(w) of Regulation $-X) thereof commences a case or other proceeding under
any bankrupicy, reorganization, armangement, adjustment of debt, relief of debtors, dissolution, insolvency or
liquidation or similar law of any jurisdiction relating to the Corporation or any Significant Subsidiary thereof,
(b) there is commenced against the Corporation or any Significant Subsidiary thereof any such case or proceeding
that is not dismissed within 60 days after commencement, (¢} the Corporation or any Significant Subsidiary thereof
is adjudicated insolvent or bankrupt or any erder of relief or other order approving any such case or proceeding is




entered, (d) the Corporation er any Significant Subsidiary thercof suffers any appointment of any custodian or the
like for it or any substantial part of its property that is not discharged or stayed within 60 calendar days after such
appointment, (¢) the Corporation or any Significant Subsidiary thercof makes a general assignment for the benefit
of creditors, (f) the Corporation or any Significant Subsidiary thereof calls a meeting of its creditors with a view 1o
amanging a composition, adjustment or restructuring of its debts, or (g) the Corporation or any Significant
Subsidiary thereof, by any act or failure 1o act, expressly indicates its consent to, approval of or acquiescence in any
of the foregoing or takes any corporate or other action for the purpose of effecting any of the foregoing.

“Beneficial Ownership Limitation” shall have the meaning set forth in Section 6(d).

“Business Day" means any day except any Saturday, any Sunday, any day which is a federal legal holiday in
the United States or any day on which banking institutions in the State of New York are authorized or required by
law or other governmental action to close.

“Buy-In" shall have the meaning sct forth in Section S(c)(iv).

‘Change of Control Transaction” means the oceurrence afier the date hereof of any of () an acquisition after
the date hereof by an individual or legal entity or “group” (as described in Rule 13d-5(b)(1) promulgated under the
Exchange Act) of effective control (whether through legal or beneficial ownership of capital stock of the
Corporation, by contract of otherwise) of in excess of 33% of the voting securitics of the Corporation (other than
by means of conversion or exercise of Preferred Stock and the Securities issued together with the Preferred Stock),
(b) the Corporation merges into or consolidates with any other Person, or any Person merges into or consolidates
with the Corporation and, after giving effect to such transaction, the stockholders of the Corporation immediately
prior 1o such transaction own less than 66% of the aggregate voting power of the Corporation or the successor entity
of such transaction, (c) the Corporation sells or transfers all or substantially all of its asscts 1o another Person and
the stockholders of the Corporation immediately prior to such transaction own less than 66% of the aggregaic voting
power of the acquiring entity immediately after the transaction, (d) a replacement at one time or within a one year
period of more than one-half of the members of the Board of Directors which is not approved by a majority of those
individuals who are members of the Board of Dircctors on the Original Issue Date (or by those individuals who are
serving as members of the Board of Directors on any date whose nomination to the Board of Directors was approved
by a majority of the members of the Board of Dircctors who are members on the Original Issue Date), or () the
execution by the Corporation of an agreement to which the Corporation is a party or by which it is bound, providing
for any of the events set forth in clauses (a) through (d) sbove.

“Closing”™ means the closing of the purchase and sale of the Securities pursuant to Section 2.1 of the respective
Purchase Agreements.

Dates™ means the applicable Trading Day on which all of the Transaction Documents have been
executed and delivered by the applicable parties thereto and all conditions precedent to (i) each Holder's obligations
to pay the Subscription Amount and (if) the Corporation®s obligations to deliver the Securitics have been satisfied
or waived,

“Commission” or the “SEC" means the United States Securities and Exchange Commission.

“Common $tock™ means the Corporation's commeon stock, par value $0.0001 per share, and stock of any
other class of securities into which such securities may hereafter be reclassified or changed.

: ji " means any securities of the Corporation or the Subsidiarics which would
entitle the holder thereof to acquire at any time Common Stock, including, without limitation, any debt, preferred
stock, rights, options, warrants or other instrument that is at any time convertible into or exercisable or
exchangeable for, or otherwise entitles the holder thereof to receive, Common Stock.

"Conversion Amount” means the sum of the Stated Value at issuc,
“Conversion Date™ shall have the meaning set forth in Section $(a).
“Conversion Price” shall have the meaning set forth in Section 5(b).

“Conversion Shares™ means, collectively, the shares of Common Stock issuable upon conversion of the
shares of Preferred Stock in accordance with the terms hereof,




“Corporation Redemplion™ has the meaning set forth in Section 8.

“Corporation Redemption Price™ has the meaning set forth in Scction 8.
“Corparation Redemption Payment Date™ has the meaning set forth in Section 8,
“Corporation Redemption Notice™ has the mean ing set forth in Section §,

“Designation, Amoumt and Par Value" The series of preferred stock shall be designated as Series B
Preferred Stock and the number of shares so designated shall be up to 5,000 (which shall not be subject 1o
increase without the written consent of all of the Holders of the Preferred Stock. Each share of Preferred Stock
shall have a par value of $0.0001 per share and a stated value of §1,200, subject to increase set forth in Section 3
and/or elsewhere in this Certificate of Designation below.

“Discounted Market Price” shall mean the lowest VWAP for twenty (20) consecutive Trading Days
preceding.

“DIC" means the Depository Trust Company,

“DTC/FAST Program” means the DTC's Fast Automated Sccurities Transfer Program.

“DWAC Eligible™ means that (a) the Common Stock is cligible at DTC for full services pursuant to DTC's
Operational Arrangements, including without limitation transfer through DTC's DWAC system, (b) the
Corporation has been approved (without revocation) by the DTC's underwriting department, (¢) the Transfer Agent
is approved as an agent in the DTC/FAST Program, (d) the Conversion Shares and Warrants are otherwise eligible
for delivery via DWAC, and € the Transfer Agent docs not have a policy prohibiting or limiting delivery of the
Conversion Shares via DWAC.

“Exchange Act™ means the Securitics Exchange Act of 1934, as amended, and the rules and regulations
promulgaied thercunder.

“EDA™ means the US. Food and Drug Administration.

“Fundamental Transaction™ shall have the meaning set forth in Section 7(e).
"GAAR” means United States generally accepted aceounting principles.
“Helders™ means Holders of the Preferred Stock.

“Indemnificd Party” shall have the meaning set forth in Section 11(f).

“Indebtedness”™ means (a) any liabilities for borrowed money or amounts owed in excess of § 10,000 (other
than trade accounts payable incurred in the ordinary course of business), (b) all guarantics, endorsements and other
contingent obligations in respect of indebtedness of others, whether or not the same are or should be reflected in the
Corporation’s balance sheet (o the notes thereto), except guarantics by endorsement of negotiable instruments for
deposit or collection or similar transactions in the ordinary course of business, and {e) the present value of any leasc
payments in excess of $10,000 due under leases required to be capitalized in accordance with GAAP.

“Junior Scurities” means the Commeon Stock and all other Common Stock Equivalents of the Corporation

other than those securities which are explicitly senior or pari passy to the Preferred Stock in dividend rights or
liquidation preference.

“Late Fees™ shall have the meaning set forth in Section 2(d).

“Liens” means a lien, charge, security interest, encumbrance, right of first refusal, preemptive right or other

restriction.

“Liquidation” shall have the meaning set forth in Section 4.
“Losses” shall have the meaning set forth in Section 11(1).
“New York Counts” shall have the meaning set forth in Section 12(d).




“Notice of Conversion™ shall have the meaning set forth in Section S,

“Original Issue Date™ means the date of the first issuance of any shares of the Preferred Stock regardless of
the number of transfers of any particular shares of Preferred Stock and regardless of the number of certificates which
may be issued to evidence such Preferred Stock.

“Permitied Governmental Indebtedness™ means Indebtedness for the purpose of supporting product sales by
the Borrower.

Permitted Indebtedness™ means (i)) Indebtedness of the Corporation set forth in Corparation’s most recent
SEC report filed with the SEC by the Corporation on Form 10-Q or Form 10-K (the “SEC Reports™) provided none
of such Indebtedness, has been increased, extended and/or otherwise changed), (ii) Indebtedness secured by Permitted
Liens described in clauses “(iii)” of the definition of Permitied Liens, and (iv) Permitted Governmental Indebtedness.

“Permitted Liens™ means (i) any Lien for taxes not yet due or delinquent or being contested in good faith by
appropriate proceedings for which adequate reserves have been cstablished in accordance with GAAP, (ii) any
statutory Licn arising in the ordinary course of business by operation of law with respeet to a liability that is not yet
duc or delinquent, (iii) any Licn crcated by operation of law, such as materialmen’s liens, mechanics® liens and other
similar liens, ariging in the ordinary course of business with respect to a liability that is not yet due or delinguent or
that are being contested in good faith by appropriate proceedings, (iv) Liens (a) upon or in any equipment acquired or
held by the Borrower or any of its Subsidiaries to secure the purchase price of such equipment or indebtedness incurred
solely for the purpose of financing the acquisition or lease of such equipment, and (b) existing on such equipment at
the time of its acquisition, provided that the Lien is confined solely to the property so acquired and improvements
thereon, and the proceeds of such equipment and (v) any Liens for Permitied Indebtedness set forth in (i) and (ii) of
the definition of Permitted Indebredness provided as to *(ii)" of Permitted Indebtedness such Liens were in existence
and not amended, supplemented and/or modified since the original issuance date any such Indebtedness was incurred.

“Person” means an individual or corporation, partnership, trust, incorporated or unincorporated association,
Joint venture, limited liability company, joint stock company, government (or an agency or subdivision thereof) or
other entity of any kind.

“Piggy-Back Registration™ shall have the meaning set forth in Section 11(a).
“Preferred Stock™ shall mean Series B Preferred Stock,

“Purchase Agreement” means that certain Securitics Purchase Agreement, dated on or about the first Original
Issue Date, among the Corporation and the original Holders, as amended, modified or supplemented from time to
time in accordance with ils terms.

“Registration Statemnent™ shall have the meaning set forth in Section 11(a).

“Securities™ means the Preferred Stock and the Underlying Shares.

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

“Share Delivery Date™ shall have the meaning set forth in Section S(c)i).

“Stated Value™ shall mean 51,200, subject 10 increase set forth in Section 3 andfor elsewhere in this
Centificate of Deiigrmion.

1" shall mean, as to each Holder, the aggregate amount to be paid for the Preferred
Stock pur:hased punmam to the Purchase Agreement as specified below such Holder"s name on the signature page
of the Purchase Agreement and next to the heading “Subscription Amount,” in United States dollars and in
immediately available funds.

“Subsidiary” means any subsidiary of the Corporation as set forth on Schedule 3,1(a) of the Purchase
Agreement and shall, where applicable, also include any direct or indirect subsidiary of the Corporation formed or




acquired after the date of the Purchase Agreement.
“Syuccestor Entity™ shall have the meaning set forth in Section 3.
“Trading Day or Date™ means a day on which the principal Trading Marke? is open for business.

“Trading Market" means any of the following markets or exchanges on which the Common Stock (or any
ather common stock of any other Person that references the Trading Market for its common stock) is listed or quoted
for trading on the date in question: The NASDAQ Global Market, The NASDAQ Global Select Market, The
NASDAQ Capital Market, the New York Stock Exchange, NYSE Arca, the NYSE MKT, or the OTCQX
Marketplace, the OTCQB Marketplace, the OTCPink Marketplace or any other tier operated byOTC Markets Group
Inc. (or any successor to any of the foregoing).

" means this Centificate of Designation, the Purchase Agreement, all exhibits and
schedules thereto and hereto and any other documents or agreements executed in connection with the transactions
conlemplated pursuant to the Purchase Agreement,

“Transfer Agent™ means TranShare Securitics Transfer and Registrar, the current transfer agent of the
Company, with 2 mailing address of 2849 Executive Drive, Suite 200, Clearwater, Florida 33762, and a facsimile
number of (727) 269-5616, and any successor transfer agent of the Company.

"Iums.lml.ﬁ.‘&m shall have the meaning set forth in Section 10(a).

" means, for each share of Preferred Stock, the sum of (a) the greater of
(i) 135% rll'lhc Stated \-'aluv: and (ii} the product of (y) the VWAP on the Trading Day immediately preceding the
date of the Triggering Event, multiplied by (z) the Stated Value divided by the then applicable Conversion Price,
(b) all accrued but unpaid dividends thereon and (¢) all liquidated damages, Late Fees and other costs, expenses or
amounts due in respect of the Preferred Stock including, but not limited 1o legal fees and expenses of legal counsel
to the Holder in connection with, related to and/or arising out of a Triggering Event.

“Triggering Redemption Payment Date™ shall have the meaning set forth in Section 10(b),

“Underlying Shares” means the shares of Common Stock issucd and issuable upon conversion of the
Preferred Stock and upon exercise of the Warrants.

“VWAP" means, for or as of any date, the dollar volume-weighted average price for such security on the
Trading Market (or, if the Trading Market is not the principal trading market for such security, then on the principal
securitics cxchange or sccuritics market on which such security is then traded) during the period beginning at 9:30:01
a.m., New York time, and ending at 4:00:00 p.m., New York time, as reported by Bloomberg through its “HP™ function
(set to weighted average) o, ifthe foregoing docs not apply, the dollar volume-weighted average price of such security
in the over-the-counter market on the electronic bulletin board for such security during the period beginning at 9:30:01
a.m., New York time, and ending at 4:00:00 p.m., New York time, as reported by Bloomberg, or, if no dollar volume-
weighted average price is reporied for such security by Bloomberg for such hours, the average of the highest closing
bid price and the lowest closing ask price of any of the market makers for such sccurity as reponted in the “pink sheets”™
by OTC Markets Group Inc. (formerly Pink Sheets LLC). If the VWAP cannot be calculated for such security on
such date on any of the foregoing bases, the VWAP of such security on such date shall be the fair market value as
mutually determined by the Company and the Holder. All such determinations shall be appropriately adjusted for any
stock dividend, stock split, stock combination, recapitalization or other similar transaction during such period.

(a) Dividends in Cash or in Kind, Each share of Preferred Stock shall be entitled to receive,
and the Corporation shall pay, cumulative dividends of ten percent (10%) per annum, payable quarterly, beginning on
the Original Issuance Date and ending 24 months thereafter (the “Dividend End Date™).

by Participating Dividends on As-Converted Basis. From and afier the initial Closing Date,
in addition to the payment of dividends pursuant to Section 2(a), each Holder shall be entitled 1o receive, and the
Corporation shall pay, dividends on shares of Preferred Stock equal to (on an as-if-converted-to-Common-Stock basis)
and in the same form as dividends actually paid on shares of the Common Stock when, as and if such dividends are




paid on shares of the Common Stock. The Corporation shall pay no dividends on shares of the Common Stock unless
it simultancously complics with the previous sentence,

(c) Dividend Calculations. Subject to Section 3(a), dividends on the Preferred Stock shall be
calculated on the basis of'a 360-day year, consisting of twelve 30 calendar day periods, and shall accrue and compound
daily commencing on the Original Issue Date, and shall be deemed to sccrue from such date whether or not eamed or
declared and whether or not there are profits, surplus or other funds of the Corporation legally available for the
payment of dividends. Dividends shall cease to acerue with respect to any Preferred Stock converied, provided that
the Corporation actually delivers the Conversion Shares within the time period required by Section 6(c)(i) hercin.

(d) Late Fees. Any dividends that are not paid a Dividend Payment Date shall continue 1o
accrue and shall entail a late fee ("Late Fees™), which must be paid in cash, at the rate of 18% per annum or the lesser
rate permitted by applicable law which shall accrue and compound daily from the Dividend Payment Date through
and including the date of actual payment in full.

() Onher Securitics. So long as any Preferred Stock shall remain oulstanding, neither the
Corporation nor any Subsidiary thereof shall redeem, purchase or otherwise acquire directly or indirectly any Junior
Securitics or pari passu securities other than any Preferred Stock purchased to the terms of this Certificate of
Designation. So long as any Preferred Stock shall remain outstanding, neither the Corporation nor any Subsidiary
thereof shall directly or indircetly pay or declare any dividend or make any distribution upon (other than a dividend
or distribution described in Section 2 or dividends due and paid in the ordinary course on preferred stock of the
Corporation at such times when the Corporation is in compliance with its payment and other obligations hercunder),
nor shall any distribution be made in respect of, any Junior Securities or pari passy securitics as long as any dividends
duc on the Preferred Stock remain unpaid, nor shall any monics be set aside for or applied to the purchase or
redentption (through a sinking fund or atherwisc) of any Junior Securities or pari passu securitics.

Sgetion 3. Voting Rights. Except as otherwise provided herein o as otherwise required by law, the Preferred
Stock shall have no voting rights. However, as long as any shares of Preferred Stock are outstanding, the Corporation
shall not, without the affirmative vote of the Holders of a majority of the then outstanding shares of the Preferred
Stock directly and/or indirectly (a) alter or change adversely the powers, preferences or rights given to the Preferred
Stock or alter or amend this Centificate of Designation, (b) authorize or create any class of stock ranking as to
redemption or distribution of asseis upon a Liguidation (as defined in Section 5) senior 1o, or otherwise _pari passu
with, the Preferred Stock or, authorize or ereate any class of stock ranking as to dividends senior 0, or otherwise pari
passu with, the Preferred Stock, (¢) amend its Articles of Incorporation or other charter documents in any manner that
adversely affects any rights of the Holders, (d) increase the number of authorized shares of Preferred Swck, or (¢) enter
into any agreement with respect to any of the foregoing.

Sgetion 4. Liguidation. Upon any liquidation, dissolution or winding-up of the Corporation, whether
voluntary or involuntary (s “Liquidation™), the Holders shall be entitled to receive out of the assets, whether capital
or surplus, of the Corporation an amount equal to the Stated Valge, plus any accrued and unpaid dividends thercon
and any other fees or liquidated damages then due and owing thereon under this Certificate of Designation, for cach
share of Preferred Stock before any distribution or payment shall be made to the holders of any Junior Securities, and
if the assets of the Corporation shall be insufficient to pay in full such amounts, then the entire assets to be distributed
to the Holders shall be ratably distributed among the Holders in accordance with the respective amounts that would
be payable on such shares if all amounts payable thereon were paid in full. A Fundamental Transaction or Change of
Control Transaction shall not be deemed a Liquidation. The Corporation shall mail written notice of any such
Liquidation, not less than 45 days prior to the payment date stated therein, to each Holder.

a) Conversions at Option of Holder. Each share of Preferred Stock shall be convertible, at any

time and from time to time from and after the Original Issue Date at the option of the Holder thereof, into that number
of shares of Common Stock (subject to the limitations set forth in Section 5(d)) determined by dividing the Stated
Value of such share of Preferred Stock by the Conversion Price, Holders shall effect conversions by providing the
Corporation with the form of conversion notice attached hereto as Annex A (a “Notice of Conversion™). Each Notice
of Conversion shall specify the number of shares of Preferred Stock to be converted, the number of shares of Preferred




Stock owned prior to the conversion at issue, the number of shares of Preferred Stock owned subsequent to the
conversion at issuc and the date on which such conversion is to be effected, which date may not be prior to the date
the applicable Holder delivers by facsimile or email such Notice of Conversion to the Corporation (such date, the

“Conversion Date™). If no Conversion Date is specified in a Notice of Conversion, the Conversion Date shall be the
date that such Notice of Conversion 1o the Corporation is deemed delivered hercunder. No ink-original Notice of
Conversion shall be required, nor shall any medallion guarantee (or other type of guaraniee or notarization) of any
Notice of Conversion form be required. The calculations and entries set forth in the Notice of Conversion shall control
in the absence of manifest or mathematical error. To effect conversions of shares of Preferred Stock, a Helder shall
not be required to surmender the certificate(s) representing the shares of Preferred Stock to the Corporation unless all
of the shares of Preferred Stock represented thereby are so converted, in which case such Holder shall deliver the
certificate representing such shares of Preferred Stock prompily following the Conversion Date at issue. Shares of
Preferred Stock converted into Common Stock or redeemed in accordance with the terms hereof shall be canceled and
shall not be reissued.

b) Conversion Price. The initial conversion price (the “Conversion Price™) for the Preferred
Stock shall be the Discounted Market Price. All such foregoing determinations will be appropriately adjusted for any
stock dividend, stock split, stock combination, reclassification or similar transaction that proportionately decreases or
increases the Common Stock during such measuring period. Nothing hercin shall limit a Holder's right to pursue
actual damages including, but not limited to, as a result of a Triggering cvent pursuant to Section 10 hercof and the
Holder shall have the right to pursue all remedics available 1o it hereunder, at law or in equity including, without
limitation, a decree of specific performance and/or injunctive relicf. The exercise of any such rights shall not prohibit
the Holder from seeking to enforce damages pursuant to any other Section hereof or under applicable law.

¢ Mechanics of Conversion

1. Delivery of Conversion Shares Upon Conversion. Not later than three (3) Trading Days afier cach
Conversion Date (the “Share Delivery Date™), the Corporation shall deliver, or cause 1o be delivered, to the
converting Holder (A) the number of Conversion Shares being acquired upon the conversion of the Preferred
Stock, which Conversion Shares shall be free of restrictive legends and trading restrictions, and (B) a bank
check in the amoum of accrued and unpaid dividends (if the Corporation has elected or is required to pay
accrued dividends in cash). The Corporation shall deliver the Conversion Shares clectronically through the
Depository Trust Company or another established clearing corporation performing similar functions,

it. Failure to Deliver Conversion Shares. I, in the case of any Notice of Conversion, such Conversion
Shares are not delivered to or as directed by the applicable Holder by the Share Delivery Date, the Holder shall
be entitled to elect by written notice to the Corporation at any time on or before its receipt of such Conversion
Shares, to reseind such Conversion, in which event the Corporation shall promptly return 1o the Holder any
original Preferred Stock cenificate delivered to the Corporation and the Holder shall prompily return to the
Corporation the Conversion Shares issued to such Holder pursuant to the rescinded Conversion Natice,

iii. Obligation Absolute; Partial Liguidated Damages. The Corporation’s obligation to issue and deliver
the Conversion Shares upon conversion of Preferred Stock in accordance with the terms hereof are absolute
and unconditional, irrespective of any action or inaction by a Holder to enforce the same, any waiver or consent
with respect to any provision hereof, the recovery of any judgment against any Person or any action to enforce
the same, or any setofl, counterclaim, recoupment, limitation or termination, or any breach or alleged breach
by such Holder or any other Person of any obligation to the Corporation or any vielation or alleged violation
of law by such Holder or any other person, and irrespective of any other circumstance which might otherwise
limit such ebligation of the Corporation to such Holder in connection with the issuance of such Conversion
Shares; provided , however , that such delivery shall not operate as & waiver by the Corporation of any such
action that the Corporation may have against such Holder. In the event a Holder shall elect to convert any or
all of the Stated Value of its Preferred Stock, the Corporation may not refuse conversion based on any claim
that such Holder or any one associated or affiliated with such Holder has been engaged in any violation of law,
agreement or for any other reason, unless an injunction from a court, on notice to Holder, restraining and/or
enjoining conversion of all or part of the Preferred Stock of such Holder shall have been sought and obtained,
and the Corporation posts a surety bond for the benefit of such Holder in the amount of 150% of the Stated
Walue of Preferred Stock which is subject to the injunction, which bond shall remain in effect until the




completion of arbitration/litigation of the underlying dispute and the proceeds of which shall be payable 1o
such Holder to the extent it obtains judgment. In the absence of such injunction, the Corporation shall issue
Conversion Shares and, if applicable, cash, upon a properly noticed conversion. If the Corporation fails to
deliver to a Holder such Conversion Shares pursuant to Scction § on the second Trading Day after the Share
Delivery Diate applicable to such conversion, the Corporation shall pay to such Holder, in cash, as liquidated
damages and not as a penalty, for ¢ach $5,000 of Stated Value of Preferred Stock being converted, $50 per
Trading Day (increasing to 5100 per Trading Day on the third Trading Day and increasing to $200 per Trading
Day on the sixth Trading Day after such damages begin to accrue) for each Trading Day after such second
Trading Day after the Share Delivery Date until such Conversion Shares are delivered or Holder rescinds such
conversion. All liquidated damages shall be paid to the Holder not later than the fifth (5™) Trading Day after
notice is provided to the Company by the Holder stating that any such liquidated damages are due pursuant to
this Section 5. Nothing herein shall limit a Holder's right to pursue actual damages or declare a Triggering
Event pursuant to Section 10 hereof for the Corporation’s failure to deliver Conversion Shares within the period
specified herein and such Holder shall have the right to pursue all remedies available 1o it hereunder, at law or
in equity including, without limitation, a decree of specific performance and/or injunctive relief. The exercise
of any such rights shall not prohibit a Holder from sceking to enforce damages pursuant to any other Section
hereof or under applicable law,

pensation for B n Failure to Timely Deliv n_Shares Upo gnversion. In
addition to any other rights available to the Holder, if the Corporation fails for any reason to deliver to a Holder
the applicable Conversion Shares by the Share Delivery Date pursuant to Section 5, and if after such Share
Delivery Date such Holder is required by its brokerage firm to purchase (in an open market transaction or
otherwise), or the Holder's brokerage firm otherwise purchases, shares of Common Stock to deliver in
satisfaction of a sale by such Holder of the Conversion Shares which such Holder was eniitled to receive upon
the conversion relating to such Share Delivery Date (2 “Buy-In"), then the Corporation shall (A) pay in cash
to such Holder (in addition to any other remedies available to or elected by such Holder) the amount, if any,
by which (x) such Holder's total purchase price (including any brokerage commissions) for the Common Stock
so purchased exceeds (y) the product of (1) the aggregate number of shares of Common Stock that such Holder
was entitled to receive from the conversion at issue multiplied by (2) the actual sale price at which the sell
order giving rise to such purchase obligation was exccuted (including any brokerage commissions) and (B) at
the option of such Holder, cither reissue (if surrendered) the shares of Preferred Stock equal to the number of
shares of Preferred Stock submitted for conversion (in which case, such conversion shall be deemed rescinded)
or deliver 1o such Holder the number of shares of Commeon Siock that would have been issued if the
Corporation had timely complied with its delivery requiremenis under Section 5. For example, if a Holder
purchases shares of Common Stock having a total purchase price of $11,000 to cover a Buy-In with respect to
an attempied conversion of shares of Preferred Stock with respect to which the actual sale price of the
Conversion Shares (including any brokerage commissions) giving rise to such purchase obligation was a total
of 510,000 under clause (A) of the immediately preceding senienee, the Corporation shall be required to pay
such Holder $1.000. The payment of all amounts due by the Company w0 the Holder shall be paid in cash no
later than the fifth (5*) Business Day after notice is provided by a Holder to the Company requesting the
payment of any such liquidated damages. The Holder shall provide the Corporation written nefice indicating
the amounts payable to such Holder in respect of the Buy-In and, upon request of the Corporation, evidence of
the amount of such loss. Nothing herein shall limit a Holder's right to pursue any other remedics available to
it hereunder, at law or in equity including, without limitation, a decree of specific performance and/or injunctive
reliel with respect vo the Corporation’s failure to timely deliver the Conversion Shares upon conversion of the
shares of Preferred Stock as required pursuant to the terms hercof.

v. Reservation of Shares Issuable Upon Conversion, The Company covenants that it will at all times reserve
and keep available out of its authorized and unissued shares of C Stock a ber of shares of Common
Stock at least equal to 300% of the Required Minimum for the sole purpose of issuance upon conversion of the
Preferred Stock and payment of dividends on the Preferred Stock, all as herein provided, free from preemptive
rights or any other actual contingent purchase rights of Persons other than the Purchasers, not less than such
aggregate number of shares of the Common Stock as shall (subject 1o the terms and conditions set forth in the
Purchase Agreement) be issuable (taking into account the adjusiments and restrictions of Section 7, but
ignoring any Beneficial Ownership Limitations or other restrictions and/or limitations on conversions sct forth
herein or elsewhere) upon the conversion of the then outstanding Preferred Stock and payment of dividends




hereunder, The Company covenants that all shares of Common Stock that shall be so issuable shall, upon issue,
be duly authonzed, validly issued, fully paid and nonassessable, and, at such times as a registration statement
covering such shares is then effective under the Securities Act, will be registered for public resale in accordance
with such registration statement. For purposes of this Centification of Designation, the term | i
Minimum™ shall be defined as the product of (i) 300%, multiplied by (ii) the quotient of (A)(x) all cutstanding
Stated Value of all issued and owtstanding Preferred Stock, (v) all unpaid dividends thereon (whether accrued
or not), and () all fees and/or any costs and expenses relating to the Transaction Documents including, but not
limited to Late Fees and liquidation damages, divided by (B) the Conversion Price on the date of Closing. The
Company shall be required to calculate the Required Minimum on the first trading day of each month that any
shares of Preferred Stock are owtstanding and provide such calculation to the Holder and the transfer agent
promptly. For purposes of calculating the Required Minimum, Company shall assume that all Preferred Stock
will remain outstanding for cighteen (18) months and all accrued but unpaid dividends thercon accrucs at the
rate of 18% per annum, is paid on the date 18 months from the Closing.

vi. Fractional Shares. No fractional shares or scrip representing fractional shares shall be issued upon the
conversion of the Preferred Stock. As to any fraction of a share which the Holder would otherwise be entitled
to purchasce upon such conversion, the Corporation shall at its election, cither pay a cash adjustment in respect
of such final fraction in an amount equal to such fraction multiplied by the Conversion Price or round up to the
next whole share.

vii, Transfer Taxcs and Expenses. The issuance of Conversion Shares on conversion of this Preferred
Stock shall be made without charge to any Holder for any documentary stamp of similar taxes that may be
payable in respect of the issue or delivery of such Conversion Shares, provided that the Corporation shall not
be required to pay any tax that may be payable in respect of any transfer involved in the issuance and delivery
of any such Conversion Shares upon conversion in a name other than that of the Holders of such shares of
Preferred Stock and the Corporation shall not be required to issue or deliver such Conversion Shares unless or
until the Person or Persons requesting the issuance thereof shall have paid o the Corporation the amount of
such tax or shall have established to the satisfaction of the Corporation that such tax has been paid. The
Corporation shall pay all Transfer Agent fees required for same-day processing of any Notice of Conversion
and all fees to the Depository Trust Company (or another established clearing corporation performing similar
functions) required for same-day ¢lectronic delivery of the Conversion Shares in an amount not to exceed
$350.00 per conversion.

d) Beneficial Ownership Limitation. The Corpunlwn shall not affiect any conversion of the
Preferred Stock, and a Holder shall not have the right to convert any portion of the Preferred Stock, to the extent that,
after giving effect to the conversion set forth on the applicable Notice of Conversion, such Holder (together with such
Holder's Affiliates, and any Persons acting as a group together with such Holder or any of such Holder’s Affiliates)
would beneficially own in excess of the Beneficial Ownership Limitation (as defined below). For purposes of the
foregoing sentence, the number of shares of Common Stock beneficially owned by such Holder and its Affiliates shall
include the number of shares of Common Stock issuable upon conversion of the Preferred Stock with respeet 1o which
such determination is being made, but shall exclude the number of shares of Common Stock which are issuable upon
(i) conversion of the remaining, unconverted Stated Value of Preferred Stock beneficially owned by such Holder or
any of its Affiliates and (i) exercise or conversion of the unexercised or unconverted portion of any other securitics
of the Corporation subject to a limitation on conversion or excrcise analogous to the limitation contained herein
(including, without limitation, the Preferred Stock or the Warrants) beneficially owned by such Helder or any of its
Affiliates. Except as set forth in the preceding sentence, for purposcs of this Section 6(d), beneficial ownership shall
be calculated in sccordance with Section 13(d) of the Exchange Act and the rules and regulations promulgated
thereunder. To the extent that the limitation contained in this Section 6(d) applics, the determination of whether the
Preferred Stock is convertible (in relation 1o other securities owned by such Holder together with any Affiliates) and
of how many shares of Preferred Stock are convertible shall be in the sole discretion of such Holder, and the
submission of a Notice of Conversion shall be deemed to be such Holder's determination of whether the shares of
Preferred Stock may be converted (in relation 1o other securities owned by such Holder wgether with any Affiliates)
and how many shares of the Preferred Stock are convertible, in each case subject to the Beneficial Ownership
Limitation. To ensure compliance with this restriction, each Holder will be deemed to represent to the Corporation
each time it delivers a Notice of Conversion that such Notice of Conversion has not violated the restrictions set forth
in this paragraph and the Corporation shall have no obligation to verify or confirm the accuracy of such determination.




In addition, a determination as 10 any group status as conternplated above shall be determined in accordance with
Scetion 13(d) of the Exchange Act and the rules and regulations promulgated thereunder, For purposes of this
Section 6(d), in determining the number of outstanding shares of Common Stock, a Holder may rely on the number
of outstanding shares of Common Stock as stated in the most recent of the following: (i) the Corporation’s most recent
periodic or annual report filed with the Commission, as the case may be, (i) a more recent public announcement by
the Corporation or (jii) a more recent written notice by the Corporation or the Transfer Agent setting forth the number
of shares of Common Stock outstanding. Upon the written or oral request of s Holder, the Corporation shall within
two Trading Days confirm orally and in writing 1o such Holder the number of shares of Common Stock then
outstanding. In any case, the number of outstanding shares of Common Stock shall be determined after giving cffect
fo the conversion or exercise of securities of the Corporation, including the Preferred Stock, by such Holder or its
Affilistes since the date as of which such number of outstanding shares of Common Stock was reported. The
“Bencficial Ownership Limitation™ shall be 4.99% of the number of shares of the Common Stock outstanding
immediately after giving effect to the issuance of shares of Common Stock issuable upon conversion of Preferred
Stock held by the applicable Holder.

Section 6. Intentionally Omitted.
Section 7. Certain Adjustments,

a) Stock Dividends and Stock Splits. ITthe Corporation, at any time while this Preferred Stock
is outstanding: (i) pays a stock dividend or otherwise makes a distribution or distributions that is payable in shares of
Common Stock on shares of Common Stock or any other Common Stock Equivalents (which, for avoidance of doubt,
shall not include any shares of Common Stock issued by the Corporation upon conversion of, or payment of a dividend
on, the Preferred Stock), (ii) subdivides outstanding shares of Common Stock into a larger number of shares,
(iii) combines (including by way of a reverse stock split) outstanding shares of Commaon Stock into a smaller number
of sharcs, or (iv) issues, in the event of a reclassification of shares of the Common Stock, any shares of capital stock
of the Corporation, then the Conversion Price shall be multiplicd by a fraction of which the numerator shall be the
number of shares of Common Stock (excluding any treasury shares of the Corporation) outstanding immediately
before such ¢vent, and of which the denominator shall be the number of shares of Common Stock outstanding
immediately after such event. Any adjustment made pursuant to this Section T(a) shall become cifective immediately
afier the record date for the determination of stockholders entitled to receive such dividend or distribution and shall
become effective immediately after the effective date in the case of a subdivision, combination or re-classification.

b) Dilutive Issyances. If, at any time when any Preferred Shares are issued and outstanding,
the Corporation issues or sells, or is deemed to have issued or sold, any shares of Common Stock in connection with
a financing transaction executed and made effective subsequent to the date of this Agreement based on a variable price
formula or price (the “Alternative Price Formula™) that is more favorable to the investor in such financing transaction
than the formula for calculating the Conversion Price in effect on the date of such issuance (or deemed issuance) of
such shares of Common Stock (a “Dilutive Issuance™, then immediately upon the Dilutive Issuance, the formul for
the Conversion Price of the Preferred Shares will be adjusted to match the Aliernative Price Formula. If it is unclear
whether the Alternative Price Formula is better or worse, then Holder, in its sole discretion, may elect at the time of
such issuance whether to switch to the Alternative Variable Price Formula o not.

c) Subsequent Rights Offerings. In addition to any adjustments pursuant to Section T(a)
above, ifat any time the Corporation grants, issues or sells any Common Stock Equivalents or rights 1o purchase stock,
warrants, securitics or other property pro rata to the record holders of any class of shares of Common Stock (the
“Purchase Rights “), then the Holder of will be entitled to acquire, upon the terms applicable to such Purchase Rights,
the aggregate Purchase Rights which the Holder could have acquired if the Holder had held the number of shares of
Common Stock acquirable upon complete conversion of such Holder's Preferred Stock (without regard to any
limitations on exercise hereof, including without limitation, the Beneficial Ownership Limitation) immediately before
the date on which a record is taken for the grant, issuance or sale of such Purchase Rights, or, if no such record is
taken, the date as of which the record holders of shares of Common Stock are to be determined for the grant, issue or
sale of such Purchase Rights (provided. however, to the cxtent that the Holder's right to participate in any such
Purchase Right would result in the Holder exceeding the Beneficial Ownership Limitation, then the Holder shall not
be entitled to participate in such Purchase Right to such extent {or beneficial ownership of such shares of Common




Stock as a result of such Purchase Right o such extent) and such Purchase Right to such extent shall be held in
abeyance for the Holder until such time, if ever, as its nght thereto would not result in the Holder exceeding the
Beneficial Ownership Limitation),

d) Pro Rata Distributions. During such time as this Preferred Stock is outstanding, if the
Corporation shall declare or make any dividend or other distribution of ils assets (or righs to acquire its assets) to
holders of shares of Common Stock, by way of retum of capital or otherwise (including, without limitation, any
distribution of cash, stock or other securities, property or options by way of a dividend, spin off, reclassification,
corporate rearrangement, scheme of arrangement or other similar transaction) (a *Distrabution™), at any time after the
issuance of this Preferred Stock, then, in ¢ach such case, the Holder shall be entitled to participate in such Distribution
to the same extent that the Holder would have participated therein if the Holder had held the number of shares of
Common Stock acquirable upon complete exercise of this Preferred Stock (without regard to any limitations on
exercise hereof, including without limitation, the Beneficial Ownership Limitation) immediately before the date of
which a record is taken for such Distribution, or, if no such record is taken, the date as of which the record holders of
shares of Common Steck are to be determined for the participation in such Distribution (provided, however, 1o the
extent that the Holder’s right to participate in any such Distribution would result in the Holder excoeding the Beneficial
Ownership Limitation, then the Holder shall not be entitled to participate in such Distribution to such extent (or in the
beneficial ownership of any shares of Common Stock as a result of such Distribution to such extent) and the portion
of such Distribution shall be held in abeyance for the benefit of the Holder until such time, if ever, as its right thereto
would not result in the Holder exceeding the Beneficial Ownership Limitation),

<} Fundamental Transaction.

3] General, The Company shall not enter into or be party to a Fundamental Transaction unless
(i) the Successor Entity (as defined below) assumes in writing all of the obligations of the Company under this
Certificate of Designation in accordance with the provisions of this Scction 7.¢) pursuant to written agreements in
form and substance satisfactory to the Holder and approved by the Holder prior to such Fundamental Transaction,
including agreements to deliver 1o the Holder in exchange for shares of Preferred Stock a security of the Successor
Entity evidenced by a writien instrument substantially similar in form and substance to the Preferred Stock, including,
without limitation, which is convertible into a cormesponding number of shares of capital stock equivalent to the shares
of Common Stock acquirable and reccivable upon conversion of the Preferred Stock (without regard 1o any limitations
on the conversion of the Preferred Stock) prior to such Fundamental Transaction, and with a conversion price which
applics the conversion price hereunder to such shares of capital stock (but taking into account the relative value of the
shares of Common Stock pursuant to such Fundamental Transaction and the value of such shares of capital stock, such
adjustments to the number of shares of capital stock and such conversion price being for the purpose of protecting the
economic value of the Preferred Stock immediately prior to the consummation of such Fundamental Transaction) and
(ii) if the Fundamental Transaction occurs within six (6) months of the Closing Date, the Successor Entity (including
its Parent Entity) is a publicly traded corporation whose common stock is quoted on or listed for trading on an Eligible
Market. Upon the consummation of cach Fundamemal Transaction, the Successor Entity shall succeed 1o, and be
substituted for (so that from and afier the date of the applicable Fundamental Transaction, the provisions of this
Certificate of Designation referring to the “Company™ shall refer instead to the Successor Entity), and may exercise
every right and power of the Company and shall assume all of the obligations of the Company under this Certificate
of Designation with the same effect as if such Successor Entity had been named as the Company herein.  Upon
consummation of each Fundamental Transaction, the Successor Entity shall deliver to the Holder confirmation that
there shall be issued upon conversion of the Preferred Stock at any time after the consummation of the applicable
Fundamental Transaction, in licu of the shares of Common Steck (or other securities, cash, assets or other property)
issuable upon the conversion of the Preferred Stock prior to the applicable Fundamental Transaction, such shares of
publicly traded commen stock (or its equivalent) of the Successor Entity (including its Parent Entity) which the Holder
would have been entitled to receive upon the happening of the applicable Fundamental Transaction had the Preferred
Stock been converted immediately prior to the applicable Fundamental Transaction (without regard to any limitations
on the conversion of the Preferred Stock), as adjusted in accordance with the provisions of this Cenificate of
Designation, Notwithstanding the foregoing, and without limiting Section 5 hercof, the Holder may elect, at its sole
option, by delivery of written notice to the Company to waive this Section 7.¢) to permit the Fundamental Transaction
without the assumption of the Preferred Stock. In addition to and not in substitution for any other rights hereunder,
prior to the consummation of each Fundamental Transaction pursuant to which holders of shares of Common Stock
are entitled to receive securities or other assets with respect 1o or in exchange for shares of Common Stock (a
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“Corporate Event™), the Company shall make appropriaté provision to insure that the Holder will thereafter have the
right 10 reccive upon a conversion of the Preferred Stock at any time afier the consummation of the applicable
Fundamental Transaction but prier to the Expiration Date, in licu of the shares of the Commen Stock {or other
sccuritics, cash, assets or other property) issuable upon the conversion of the Preferred Stock prior to such
Fundamental Transaction, such shares of stock, sccurities, cash, assets or any other property whatsoever (including
warrants or other purchase or subscription rights) which the Holder would have been entitled to receive upon the
happening of the applicable Fundamental Transaction had this Note been exercised immediately prior 1o the applicable
Fundamental Transaction (without regard to any limitations on the conversion of the Preferred Stock). Provision made
pursuant to the preceding sentence shall be in a form and substance reasonably satisfactory to the Holder,

2) Black Scholes Valug, Notwithstanding the forcgoing and the provisions of Section §
above, at the request of the Holder delivered at any time commencing on the carliest to occur of (x) the public
disclosure of any Fundamental Transaction, (y) the consummation of any Fundamental Transaction and (z) the Holder
first becoming aware of any Fundamental Transaction through the date that is ninety (90) days after the public
disclosure of the consummation of such Fundamental Transaction by the Company pursuant to a Current Report on
Form 8-K filed with the SEC, the Company or the Successor Entity {as the case may be) shall purchase the Preferred
Stack from the Holder on the date of such request by paying to the Holder cash in an amount equal to the Black
Scholes Value.

3 Eundamental Transaction. If, at any time while any Preferred Stock is outstanding, (i) the
Company, directly or indirectly, in one or more related transactions effects any merger or consolidation of the
Company with or into another Person, (i) the Company, dircctly or indirectly, effects any sale, lease, license,
assignment, transfer, conveyance or other disposition of all or substantially all of its assets in onc or a series of related
transactions, (iii) any, direct or indirect, purchase offer, tender offer or exchange offer (whether by the Company or
another Person) is completed pursuant to which holdees of Common Stock are permitted to scll, tender or exchange
their shares for other securities, cash or property and has been accepied by the holders of 50% or more of the
outstanding Common Stock, (iv) the Company, directly or indirectl ¥, in one or more related transactions effects any
reclassification, reorganization or recapitalization of the Common Stock or any compulsory share exchange pursuant
1w which the Common Stock is effectively converted into or exchanged for other securities, cash or propenty, or (v)
the Company, dircetly or indirectly, in one of more related transactions consummatcs a stock or share purchase
agreement or other business combination (including, without limitation, a reorganization, recapitalization, spin-off or
stheme of arrangement) with another Person or group of Persons whereby such other Person or Eroup acquires more
than 50% of the outstanding shares of Common Stock {not including any shares of Common Stock held by the other
Person or other Persons making or party 1o, or associated or affiliated with the other Persons making or party to, such
stock or share purchase agreement or other business combination) (cach a “Eundamental Transaction™), then, upon
any subsequent conversion of the Preferred Stock, the Holder shall have the right to receive, for cach Conversion
Share that would have been issuable upen such conversion immediately prior o the occurrence of such Fundamental
Transaction, at the option of the Holder (without regard to any limitation in Section 6 on the conversion of the Preferred
Stock), the number of shares of Common Stock of the successor or acquiring corporation o of the Company, if it is
the surviving corporation, and any additional consideration (the "Alternate Consideration™) reccivable as a result of
such Fundamental Transaction by a holder of the number of shares of Common Stock into which each share of
Preferred Stock is convertible immediately prior to such Fundamental Transaction (without regard to any limitation
in Section 6 on the conversion of the Preferred Stock). For purposes of any such conversion, the determination of the
Conversion Price shall be appropriately adjusted to apply to such Alierate Consideration based on the amount of
Alternate Consideration issuable in respect of one share of Common Stock in such Fundamental Transaction, and the
Company shall apportion the Conversion Price among the Alternate Consideration in a reasonable manner reflecting
the relative value of any different components of the Alternate Consideration. If holders of Common Stock are given
any choice as to the securities, cash or property to be reccived in a Fundamental Transaction, then the Holder shall be
given the same choice a5 1o the Alternate Consideration it receives upon any conversion of this Note following such
Fundamental Transaction. Notwithstanding anything to the contrary, in the event of a Fundamental Transaction, the
Company or any Successor Entity shall, at the Holder's option, exercisable at any time concurrently with, or within
30 days after, the consummation of the Fundamental Transaction, purchase the shares of Preferred Stock from the
Holder by paying 1o the Holder an amount of cash equal to the Black Scholes Value of the remaining unconverted
shares of Preferred Stock on the date of the consummation of such Fundamental Transaction. “Black Scholes Valug"
means the value of the unconverted shares of Preferred Stock remaining on the date of the Holder's request pursuant
to Section 7(e}(2) which value is calculated using the Black Scholes Option Pricing Model for a “call” or “put” option,




as elected by the Holder, as obtained from the “OV™ function on Bloomberg utilizing (i) an underlying price per share
equal to the greater of (1) the highest Closing Sale Price of the Common Stock during the period beginning on the

Trading Day immedistely preceding the annou i of the applicable Fund al Tra ion (or the
consy ion of the applicable Fund | Transaction, if earlicr) and ending on the Trading Day of the Holder’s
request pursuant to Section 7(e)(2) and (2) the sum of the price per share being offered in cash in the applicable
Fundamental Transaction (if any) plus the value of the non-cash consideration being offered in the applicable
Fundamental Transaction (if any), (i) a strike price equal to the Conversion Price in effect on the date of the Holder’s
request pursuant to Section T(e)(2), (iif) a risk-free intercst rate corresponding to the U.S. Treasury rate as of the date
of the Holder"s request pursuant to Scetion Te)(2) if such request is prior to the date of the consummation of the
applicable Fundamental Transaction, (iv) a zero cost of borrow and (v} an expected volatility equal 1o the greater of
100% and the 30 day volatility obtained from the “HVT" function on Bloomberg (determined utilizing a 365 day
annualization factor) as of the Trading Day immediately following the carliest to occur of (A) the public disclosure of
the applicable Fundamental Transaction, (B) the consummation of the applicable Fundamental Transaction and (C)
the date on which the Holder first became aware of the applicable Fundamental Transaction, The Company shall cause
any successor entity in a Fundamental Transaction in which the Company is not the survivor (the “Successor Entity™)
to assume in writing all of the obligations of the Company under this Centificate of Designation and the other
Transaction Documents in accordance with the provisions of this Section 7(c) pursuant to written agreements in form
and substance reasonably satisfactory to the Holder and approved by the Holder (without unreasonable delay) prior to
such Fundamental Transaction and shall, at the option of the Holder, deliver to the Holder in exchange for the Preferred
Stock a security of the Successor Entity evidenced by a written instrument substantially similar in form and substance
to the Preferred Stock which is convertible into 2 corresponding number of shares of capital stock of such Successor
Entity (or its parent entity) equivalent to the shares of Common Stock acquirable and reccivable upon conversion of
the Preferred Stock (without regard to any limitations on the conversion of the Preferred Stock) prior to such
Fundamental Transaction, and with a conversion price which applies the Conversion Price hércunder to such shares
of capital stock (but taking into account the relative value of the shares of Common Stock pursuant to such
Fundamental Transaction and the value of such shares of capital stock, such number of shares of capital stock and
such conversion price being for the purpose of protecting the economic value of the Preferred Stock immed iately prior
to the consummation of such Fundamental Transaction), and which is reasonably satisfactory in form and substance
to the Holder. Upon the occurrence of any such Fundamental Transaction, the Successor Entity shall succeed to, and
be substituted for (so that from and after the date of such Fundamental Transaction, the provisions of this Note and
the other Transaction Documents referring to the “Company™ shall refer instead to the Successor Emtity), and may
exereise every right and power of the Company and shall assume all of the obligations of the Company under this
Note and the other Transaction Documents with the same effect as if such Successor Emity had been named as the
Company herein.

0 Caleulations. All caleulations under this Section 7 shall be made to the nearest cent of the
nearest 1/100th of a share, as the case may be. For purposes of this Section 7, the number of shares of Common Stock
deemed 1o be issued and outstanding as of a given date shall be the sum of the number of shares of Commen Stock
(excluding any treasury shares of the Corporation) issued and outstanding.

2 Motice 10

i Adjustment to Conversion Price. Whenever the Conversion Price is adjusted pursuant to any provision
of this Section 7, the Corporation shall promptly deliver to cach Holder a notice setting forth the Conversion
Price afler such adjustment and setting forth a bricf statement of the facts requiring such adjustment,

ii. Notice 10 Allow Conversion by Holder. If (A) the Corporation shall declare a dividend (or any other
distribution in whatever form) on the Common Stock, (B) the Corporation shall declare a special nonrecurring
cash dividend on or a redemption of the Common Stock, (C) the Corporation shall suthorize the granting 1o all
holders of the Commen Stock of rights or warrants 1o subscribe for or purchase any shares of capital stock of
any class or of any rights, (D) the approval of any stockholders of the Corporation shall be required in
connection with any reclassification of the Common Stock, any consolidation or merger 10 which the
Corporation is a party, any sale or transfer of all or substantially all of the assets of the Corporation, or any
compulsory share exchange whereby the Common Stock is converted into other securities, cash or property
(E) the Corporation shall authorize the voluntary or involuntary dissolution, liguidation or winding up of the
affairs of the Corporation (F) the Corporation shall take any action to effectuate an Corporation Redemption,




or (G) a Triggering Event shall have occurred, then, in cach case, the Corporation shall cause to be filed at each
office or agency maintained for the purpose of conversion of this Preferred Stock, and shall cause to be
delivered to each Holder at its last address as it shall appear upon the stock books of the Corporation, at least
twenty (20) calendar days prior to the applicable record or effective date hereinafier specified (unless a greater
or lesscr time period is expressly required clsewhere in this Certificate of Designation), a notice stating (x) the
date on which a record is to be taken for the purpose of such dividend, distribution, redemption, rights or
warrants, or if a record is not 1o be taken, the date as of which the holders of the Common Stock of record to
be entitled to such dividend, distributions, redemption, rights or warrants are 1o be determined or (y) the date
on which such reclassification, consolidation, merger, sale, transfer or share exchange is expected 1o become
effective or close, and the date as of which it is expected that holders of the Common Stock of record shall be
entitled to exchange their shares of the Common Stock for securities, cash or other property deliverable upon
such reclassification, consolidation, merger, sale, transfer or share exchange, provided that the failure 1o deliver
such notice or any defect therein or in the delivery thereof shall not affect the validity of the corporate action
required to be specified in such notice. To the extent that any notice provided hereunder constitutes, or contains,
material, non-public information regarding the Corporation or any of the Subsidiaries, the Corporation shall
simultaneously file such notice with the Commission pursuant to a Current Report on Form 8-K. The Holder
shall remain entitled to convert the Conversion Amount of this Preferred Stock (or any part hereof) during the
20-day period commencing on the date of such notice through the effective date of the event triggering such
notice except as may otherwise be expressly set forth in this Certificate of Designation.

Section 8. G sion Redempt

a) The Corporation shall have the right to redeem (a “Corporation Redemption™), all (but not
less than all), shares of the Preferred Stock isswed and outstanding at a redemption price per Preferred Stock then

issued and outstanding (the “Corporation Redemption Price™), in accordance with the following schedule:

i Ifredeemed within ninety (90) calendar days from the issuance date thereof, the Company
shall have the right to redeem the Preferred Stock upon three (3) business days of written
notice al a price equal to one hundred twenty percent (120%) multiplied by (i) the sum of
(x) the Stated Value, (y) all accrued but unpaid dividends, and () all other amount due o
the Holder pursuant to this Certificate of Designation and/or any Transaction Document
including, but not limited 1o Late Fees, liquidated damages and the legal fees and expenses
of the Holder’s counsel relating to this Centification of Designation, any other Transaction
Document andor the transaclions contemplated thereunder and/or hereunder;

il Ifall of the Securities are redeemed after ninety (90) calendar days and within one hundred
twenty (120) calendar days from the issuance date thercof, the Company shall have the
right to redeem the Securities upon three (3) business days of written notice at a price equal
to one hundred twenty five percent (125%) multiplied by (ii) the sum of (x) the Stated
Value, (¥) all accrued but unpaid dividends, and (z) all other amount duc to the Holder
pursuant 1o this Certificate of Designation and/or any Transaction Document including,
but not limited to Late Fees, liquidated damages and the legal fees and expenses of the
Holder’s counsel relating to this Cenification of Designation, any other Transaction
Document and/or the ransactions contemplated thereunder and/or hereunder; and

i, Ifall of the Securities are redeemed after one hundred and twenty (120) days and within
one hundred eighty (180) calendar days from the issuance date thereof, the Company shall
have the right 1o redeem the Securities upon three (3) business days of written notice at a
price equal to one hundred thirty-two percent (135%) multiplied by (i) the sum of (x) the
Stated Value, (y) all accrued but unpaid dividends, and (2) all other amount due 1o the
Holder pursuant to this Certificate of Designation andfor any Transaction Document
including, but not limited to Late Fees, liguidated damages and the legal fees and expenses
of the Holder's counsel relating to this Certification of Designation, any other Transaction
Document and/or the transactions contemplated thereunder and/or hereunder.




b) In connection with any Corporation Redemption, the Corporation shall provide no less than
five (5) calendar days advance written notice (3 “Corporation Redemption Notice™) to all Holders of shares of
Preferred Stock of a Corporate Redemption.

) The Corporation may not deliver to a holder a Corporation Redemption Notice unless on
or prior to the date of delivery of such Corporation Redemption Notice, the Corporation shall have segregated on the
books and records of the Corporation an amount of cash sufficient to pay the Corporation Redemption Price for each
share of Preferred Stock then issued and duly. Any Corporation Redemption Notice delivered shall be imevocable
and shall be accompanied by a statement exccuted by Corporation duly authorized officer of the Corporation.

d) The Corporation Redemption Price required to be paid by the Corporation to each Holder
shall be paid in the cash to each Holder of shares of Preferred Stock no later than 5 calendar days from the date of

iling of the Corporation Redemption Notice (the “Corporation Redemption Payment Date™).

€) Motwithstanding the delivery of a Corporation Redemption Notice, a Holder may convert
some or all of its shares of Preferred Stock until the date it receives in full Corporation Redemption Price, provided,
however, that notwithstanding anything to the contrary provided herein or elsewhere (i) in the event a Holder would
be precluded from cenverting any shares of Preferred Stock, due to the limitation contained in Section 5, the
Corporation Redemption Payment Date, for such Holder only, shall automatically be extended by 120 days (or such
shorter period as so provided to the Corporation by the Holder at any time and (ii) if a Mandatory Conversion has
oceurred prior to the Corporation Redemption Payment Date and for whatever reason including, but not limited to,
the Beneficial Ownership Limitation, a Holder still owns Preferred Stock, any such Holder may elect 1o extend the
Corporation Redemption Payment Date as to any or all of such Holder's Preferred Stock for up to 120 days following
the Corporation Redemplion Payment Date to allow such Holder to convert its remaining Preferred Stock into
Conversion Shares.

Section 9. Negative Covenants. From the date hereof until the date no shares of Preferred Stock are
issued and outstanding, unless Holders of at least 75% in Stated Value of the then outstanding shares of Preferred
Stock shall have otherwise given prior wrilten consent, the Corporation shall not, and shall not permit any of the
Subsidiaries to, directly or indirectly:

(1)  [RESERVED];

(b) amend its charter documnents, including, without limitation, its articles of incorporation and
bylaws, in any manner that matenially and adversely affects any rights of the Holder;

() repay, repurchase or offer to repay, repurchase or otherwise acquire of any shares of its Common
Stock, Commeon Stock Equivalents or Junior Securities, other than as to the Conversion Shares as permitted o required
under the Transaction Documents,

(d) pay cash dividends or distributions on Junior Securities of the Corporation;

() enter into any transaction with any Affiliate of the Corporation which would be required to be
disclosed in any public filing with the Commission, unless such transaction is made on an arm's-length basis and
expressly approved by a majority of the disinterested directors of the Corporation (even if less than a quorum otherwise
required for board approval); or

(f) [RESERVED.]
() enter into any agreement with respect to any of the foregoing.
Section 10. B i Triggering B ;
(a) “Triggering Event” means, wherever used herein any of the following events (whatever the
reason for such event and whether such event shall be voluntary or involuntary or effected by operation of law or

pursuant to any judgment, decree or order of any coun, or any order, rule or regulation of any administrative or
governmental body):

i. the Corporation shall fail ro deliver Conversion Shares issuable upon a conversion hereunder




that comply with the provisions hereof prior to the fifth Trading Day after such shares are
required to be delivered hereunder, or the Corporation shall provide written notice 1o any
Holder, including by way of public announcement, at any time, of its intention not to
comply with requests for conversion of any shares of Preferred Stock in accordance with
the terms hereof:

it, the Corporation shall fail for any reason 1o pay in full the amount of cash due pursuant to a
Buy-In within five Trading Days after notice therefor is delivered hereunder.

iii. the Corporation shall fail to have available a sufficient number of authorized and unreserved
shares of Commaon Stock to issue to such Holder upon a conversion hereunder;

iv. unless specifically addressed clsewhere in this Cerntificate of Designation as a Triggering
Event, the Corporation shall fail to observe or perform any other covenant, agreement or
warranty contained in, or otherwise commit any breach of the Transaction Documents, and
such failure or breach shall not, if subject to the pessibility of a cure by the Corporation,
have been cured within 5 calendar days afler the date on which written notice of such failure
or breach shall have been delivered;

v, the Corporation shall redeem Junior Securities or pari passy securities;
vi, the Corporation shall be party to a Change of Control Transaction;
vii. there shall have occurred a Bankrupiey Event;

viii, any monctary judgment, writ or similar final process shall be entered or filed against the
Corporation, any subsidiary or any of their respective property or other assets for more than
$30,000 (provided that amounts covered by the Corporation’s insurance policies are not
counted toward this $50,000 threshold), and such judgment, writ or similar final process
shall remain unvacated, unbonded or unstayed for a period of 30 Trading Days; or

ix. the clectronic transfer by the Corporation of shares of Common Stock through the
Depository Trust Company or another established clearing corporation once established
subsequent to the date of this Certificate of Designation is no longer available or is subject
toa *freeze™ andlor “chill™,

b) Upon the occurrence of a Triggering Event, cach Holder shall (in addition 1o all other rights
it may have hereunder or under applicable law) have the right, excrcisable at the sole option of such Holder, to require
the Corperation to (A) redeem all of the Preferred Stock then held by such Holder for a redemption price, in cash,
equal 1o the Triggering Redemption Amount, or (B) at the option of each Holder either (i) redeem all of the Preferred
Stock then held by such Holder though the issuance to such Holder of such number of sharcs of Common Stock equal
to the quotient of (x} the Triggering Redemption Amount, divided by (y) the lowest of (1) the Conversion Price, and
(2) 75% of the average of the 10 VWAPs immediately prior to the date of election hereunder, or (i} increase the
dividend ratc on all of the outstanding Preferred Stock held by such Holder retroactively to the initial Closing Date to
18% per annum thereafler. The Triggering Redemption Amount, whether payable in cash or in shares, shall be due
and payable or issuable, as the case may be, within five (5) Trading Days of the date on which the notice for the
payment therefor is provided by a Holder (the “Triggering Redemption Payment Date™). If the Corporation fails to
pay in full the Triggering Redemption Amount hereunder on the date such amount is due in accordance with this
Section (whether in cash or shares of Common Stock), the Corporation will pay interest thereon at a rate equal to the
lesser of 18% per annum or the maximum rate permitted by applicable law, accruing and compounding daily from
such date until the Triggering Redemption Amount, plus all such interest thereon, is paid in full.

Section 1. Piggy-Back Registration Rights,

a) Except for that certain Registration Statement filed with the Securities and Exchange
Commission in connection with the registration of securities underlying an Equity Financing Agreement or similar
agreement, including, but not limited to, that certain Equity Financing Agreement entered into by and between the
Corporation and GHS Investments, LLC dated August 23, 2019, if, at any time on or after the issuance date of the




Preferred Stock, the Company proposes to file any Registration Statement under the Securitics Act (a "Registration
Statement™) with respect to amy offering of cquity securitics, or securities or other obligations exercisable or
exchangeable for, or conventible into, equity securities, by the Company for its own account or for sharcholders of the
Company for their account (or by the Company and by shareholders of the Company), other than a Registration
Statement in connection with a merger or acquisition, then the Company shall (x) give written notice of such proposed
filing to the Holders as soon as practicable but in no event less than ten (10) days before the anticipated filing date of
the Registration Statement, which notice shall describe the amount and type of securitics to be included in such
Registration Statement, the intended method(s) of distribution, and the name of the proposed managing underwriter
or underwriters, if any, of the offering, and (y) offer 1o the Holders the opportunity to register the sale of such number
of Preferred Stock as such Holders may request in writing within five (5) days following receipt of such notice (a
“Piggy-Back Registration™). The Company shall cause such Preferred Stock to be included in such registration and
shall cause the managing underwriter or underwriters of a proposed underwritten offering to permit the Preferred
Stock requested to be included in a Piggy-Back Registration on the same terms and conditions as any similar securities
of the Company and to permit the sale or other disposition of such Preferred Stock in accordance with the intended
method(s) of distribution thercof. All Holders proposing to distribute their Preferred Stock through a Piggy-Back
Registration that involves an underwriter or underwriters shall enter into an underwriting agreement in customary
form with the underwriter or underwriters selected for such Piggy-Back Registration, Notwithstanding anything to the
contrary in this Section 11, the Company shall not be required to register such Preferred Stock pursuant to this Section
11 that are cligible for resale pursuant to Rule 144 promulgated under the Securitics Act or that are the subject of a
then effective Registration Statement.

b) Any Holder may elect to withdraw such Solder's request for inclusion of Preferred Stock
in any Piggy-Back Registration by giving written notice to the Company of such request 1o withdraw prior to the
effectiveness of the Registration Statement. The Company (whether on its own determination or as the result of a
withdrawal by persons making a demand pursuant 1o written contraciual obligations) may withdraw a Registration
Statement at any time prior to the effectivencss of such Registration Statement. Notwithstanding any such withdeawal,
the Company shall pay all expenses incurred by the Holders in connection with such Piggy-Back Registration
(including but not limited 1o any legal fees).

€) The Company shall notify the Helders at any time when a prospectus relating to such
Holder's Sccurities is required to be delivered under the Seeurities Act, upon discovery that, or upon the happening
of any event as a result of which, the prospectus included in such Registration Statement, as then in effect, includes
an untrue siatement of a material fact or omits to stale any material fact required to be stated therein or necessary to
make the statements therein not misleading in light of the circumstances then existing. At the request of such Holder,
the Company shall also prepare, file and furnish to such Holder a reasonable number of copies of a supplement to or
an amendment of such prospecius as may be necessary so that, as thercafter delivered to the purchasers of the Preferred
Stock, such prospectus shall not include an untrue statement of a material fact or omit to state a material fact required
to be stated thercin or necessary to make the statements therein not misleading in light of the circumstances then
existing. The Holders shall not offer or sell any Preferred Stock covered by the Registration Statement after receipt of
such notification until the receipt of such supplement or amendment.

d) The Company may request a Holder to furnish the Company such information with respect
to such Holder and such Holder's proposed distribution of the Prefierred Stock pursuant to the Registration Statement
as the Company may from time to time reasonably request in writing or as shall be required by law or by the
Commission in connection therewith, and such Holders shall fumnish the Company with such information.

e) All fees and expenses incident to the performance of or compliance with this Section 11
by the Company shall be borne by the Company whether or not any Preferred Stock are sold pursuant to a Registration
Statement. The fees and expenses referred to in the foregoing sentence shall include, without limitation, (i) all
registration and filing fees (including, without limitation, fees and expenses of the Company's counsel and
independent registered public accountants) (A) with respect to filings made with the Commission, (B) with respect to
filings required to be made with any Trading Market on which the Common Stock are then listed for trading. (C) in
compli with applicable state securities or Blue Sky laws reasonably agreed to by the Company in writing
(including, without limitation, fees and disbursements of counsel for the Company in connection with Blue Sky
qualifications or exemptions) and (D) with respect to any filing that may be required to be made by any broker through




which a Holder intends to make sales of Preferred Stock with FINRA, (ii) printing expenses, (iii) messenger, telephone
and delivery expenses, (iv) fees and disburscments of counsel for the Company, (v) Securities Act ha‘mhty insurance,

if the Company so desires such insurance, and (vi) fees and expenscs of all other persons or entitics retained by the
Company in cor ion with the ¢ ion of the t ions contemplated by this Section 11.

f) The Company and its successors and assigns shall indemnify and hold harmless each
purchaser, cach Holder, the officers, directors, members, partners, agents and employees (and any other individuals
of entities with a functionally equivalent role of a person holding such titles, notwithstanding a lack of such title or
any other title) of each of them, cach individual or entity who controls cach purchaser or any such Holder (within the
meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act) and the officers, directors, members,
stockholders, partners, agents and employees (and any other individuals or entities with a functionally equivalent role
of a person holding such titles, notwithstanding a lack of such title or any other title) of cach such controlling individual
or entity (each, an “Indemmificd Party"), to the fullest extent permitted by applicable law, from and against any and
all losses, claims, damages, liabilities, costs (including, without limitation, reasonable attorneys' fees) and expenses
(collectively, “Losses™), as incurred, arising out of or relating to (1) any untrue or alleged untrue statement of a material
fact contained in a Registration Statement, any related prospectus or any form of prospectus or in any amendment or
supplement thereto or in any preliminary prospectus, or arising out of or relating to any omission or alleged omission
of a material fact required to be stated therein or necessary to make the statements therein (in the case of any such
prospectus or supplement thereto, in light of the circumstances under which they were made) not misleading or (2)
any viplation or alleged violation by the Company of the Securitics Act, the Exchange Act or any state securities law,
or any rule or regulation thereunder, in connection with the performance of its obligations under this Section 11, except
fo the extent, but only fo the extent, that such untrue statements or omissions are based upon information regarding a
purchaser or such Holder l'urni!hcd to the Company by such party for use therein. The Company shall notify cach
purchaser and ¢ach Holder promptly of the institution, threat or assertion of any proceeding arising from or in
connection with the transactions contemplated by this Section 11 of which the Company is aware, If the
indemnification hereunder is unavailable to an Indemnified Party or insufficient to hold an Indemnified Party harmless
for any Losses, then the Company shall contribute to the amount paid or payable by such Indemnified Party, in such
praportion as is appropriate to reflect the relative fault of the Company and Indemnified Party in connection with the
aclions, stalements or omissions that resulied in such Losses as well as any other relevant equitable considerations.
The relative fault of the Company and Indemnified Party shall be determined by reference to, among other things,
whether any action in question, including any untrue or alleged untrue statement of a material fact or omission or
alleged omission of a material fact, has been taken or made by, or relates to information supplied by, the Company or
the Indemmificd Party, and the parties’ relative intent, knowledge, access 1o information and opportunity to correct or
prevent such action, statement or omission. The amount paid or payable by a party as a result of any Losses shall be
deemed to include any reasonable attorneys’ or other fees or expenscs incurred by such party in connection with any
proceeding to the extent such party would have been indemnified for such fees or expenses if the indemnification
provided for herein was available to such party in accordance with its terms. [t is agreed that it would not be just and
equitable if contribution pursuant to this Section 11(f) were determined by pro rata allocation or by any other method
of allocation that does not take into account the equitable considerations referred to in the immediately preceding
sentence. Notwithstanding the provisions of this Section 1 1(), neither the purchaser nor any Holder shall be required
1o contribute, in the aggregate, any amount in excess of the amount by which the net proceeds actually received by
such party from the sale of all of their Registrable Securities p to such Registration Statement or related
prospectus exceeds the amount of any damages that such party has otherwise been required to pay by reason of such
untrue or alleged untrue statement or omission or alleged omission.

Section 12, Miscellaneous,

a) Motices. Any and all notices or other communications or deliveries to be provided by the
Holders hereunder including, without limitation, any Notice of Conversion, shall be in writing and delivered
personally or sent by a nationally recognized overnight courier service and by facsimile or e-mail, addressed to the
Corporation, at 5080 Spectrum Dr., Suite 1000, Addison, Texas 75001; Atention: Gerald Easterling, facsimile
number, or ¢-mail geasterling@sbeglobal.net , or such other facsimile number, e-mail or address as the Corporation
may specify for such purposes by prior writlen notice to the Holders delivered in accordance with this Section 12,
Any and all notices or other communications or deliveries to be provided by the Corporation hereunder shall be in
writing and delivered personally, by facsimile, or sent by a nationally recognized overnight courier service addressed
to ¢ach Holder at the facsimile number or address of such Holder appearing on the books of the Corporation, or if
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no such facsimile number or address appears on the books of the Carporation, at the principal place of business of
such Holder, as set forth in the Purchase Agreement. Any notice or other communication or deliveries hercunder
shall be deemed given and effective on the earlicst of (i) the date of transmission, if such notice or communication
is delivered via facsimile at the facsimile number set forth in this Section prior to 5:30 p.m. (New York City time)
on any date, (ii) the next Trading Day after the date of transmission, if such notice or communication is delivered
via facsimile at the facsimile number set forth in this Section on a day that is not a Trading Day or later than 5:30
p.m. (New York City time) on any Trading Day, (iii) the second Trading Day following the date of mailing, if semt
by U.S. nationally recognized overnight courier service, or (iv) upon actual receipt by the party to whom such notice
is required to be given.

b) Absolute Obligation. Except as expressly provided herein, no provision of this Certificate
of Designation shall alter or impair the ebligation of the Corporation, which is absolute and unconditional, 1o pay
liquidated damages, accrued dividends and accrued interest, as applicable, on the shares of Preferred Stock a1 the
time, place, and rate, and in the coin or currency, herein prescribed.

] Lostor Mutilated Preferred Stock Certificate, If a Holder's Preferred Stock certificate shall

be mutilated, lost, stolen or destroyed, the Corporation shall exccute and deliver, in exchange and substitution for
and upon cancellation of a mutilated certificate, or in lieu of or in substitution for a lost, stolen or destroyed
certificate, a new certificate for the shares of Preferred Stock so mutilated, lost, stolen or destroyed, but only upon
receipt of evidence of such loss, theft or destruction of such certificate, and of the ownership hereol reasonably
satisfactory to the Corporation,

d) Governing Law. All questions concemning the construction, validity, enforcement and
interpretation of this Certificate of Designation shall be governed by and construed and enforced in accordance with
the internal laws of the Statc of Nevada, without regard 1o the principles of conflict of laws thereof. Each party
agrees that all legal proceedings conceming the interpretation, enforcement and defense of the transactions
contemplated by any of the Transaction Documents (whether brought against a party hereto or its respective
Affiliates, dircctors, officers, stockholders, employees or agenis) shall be commenced in the state and federal courts
sitting in the City of New York, Borough of Manhattan (the “New York Courts™). Each party hereto hercby
imevocably submits to the exclusive jurisdiction of the New Yark Courts for the adjudication of any dispute
hereunder or in connection herewith or with any transaction co plated hereby or di d herein (including
with respect to the enforcement of any of the Transaction Documents), and hereby irrevocably waives, and agrees
not 1o assert in any suit, action of proceeding, any claim that it is not personally subject to the jurisdiction of such
New York Courts, or such New York Courts are improper or inconvenient venue for such proceeding. Each party
hereby irrevocably waives personal service of process and consents to process being served in any such suit, action
or proceeding by mailing a copy thereof via registered or certified mail or overnight delivery {with evidence of
delivery) to such party at the address in effect for notices to it under this Certificate of Designation and agrees that
such service shall constitute good and sufficient serviee of process and notice thereof. Nothing contained herein
shall be deemed to limit in any way any right to serve process in any other manner permitted by applicable law,
Each party hereto hereby irrevocably waives, to the fullest extent permitted by applicable law, any and all right to
trial by jury in any legal proceeding arising out of or relating to this Certificate of Designation or the transactions
contemplated hercby. If any party shall commence an action or proceeding 10 enforce any provisions of this
Certificate of Designation, then the prevailing party in such action or proceeding shall be reimbursed by the other
party for iis attomeys’ fees and other costs and expenses incurred in the investigation, preparation and prosecution
of such action or proceeding.

€) Waiver. Any waiver by the Corporation or a Holder of o breach of any provision of this
Certificate of Designation shall not operate as or be construed to be a waiver of any other breach of such provision
or of any breach of any other provision of this Certificate of Designation or a waiver by any other Holders. The
failure of the Corporation or a Holder to insist upon strict adherence to any term of this Centificate of Designation
on one or more occasions shall not be considered a waiver or deprive that party (or any other Holder) of the right
thereafier to insist upon strict adherence to that term or any other term of this Certificate of Designation on any other
eccasion. Any waiver by the Corporation or a Holder must be in writing.

Severability. If any provision of this Certificate of Designation is invalid, illegal or
unenforceable, the balance of this Certificate of Designation shall remain in effect, and if any provision is
inapplicable to any Person or circumstance, it shall nevertheless remain applicable to all other Persons and
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circumstances. If it shall be found that any interest or other amount deemed interest due hereunder violates the
applicable law govemning usury, the applicable rate of interest due hercunder shall automatically be lowered to equal
the maximum rate of interest permitted under applicable law,

g) Next Business Day. Whenever any payment or other obligation hereunder shall be due on
a day other than a Business Day, such payment shall be made on the next succeeding Business Day.

h) Headings. The headings contained herein are for convenience only, do not constitute a part
of this Certificate of Designation and shall not be deemed to limit or affect any of the provisions hereof,

i) Status of Convented or Redeemed Preferred Stock. Shares of Preferred Stock may only be
issued pursuant 1o a Purchase Agreement. If any shares of Preferred Stock shall be converted, redeemed or
reacquired by the Corporation, such shares shall resume the status of authorized but unissued shares of preferred
stock and shall no longer be designated as Series B Convertible Preferred Stock.
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RESOLVED, FURTHER, that the Chairman, the president or any vice-president, and the secretary or any assistant
secretary, of the Corporation be and they hereby are authorized and directed 10 prepare and file this Certificate of
Designation of Preferences, Righis and Limitations in accordance with the foregoing resolution and the provisions
of Delaware law.

IN WITNESS WHEREOF, the undersigned have executed this Centificate this 5th day of September, 2019,

s/ Gerald Easterling

Name; Gerald Easterling
Title: Chief Executive Officer
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ANNEX A

NOTICE OF CONVERSION

(TOBE EXECUTED BY THE REGISTERED HOLDER IN ORDER TO CONVERT SHARES OF PREFERRED
STOCK)

The undersigned hereby elects to convert the number of shares of Scrics B Convertible Prefermed Stock indicated
below into shares of common stock, par value $0.0001 per share (the * Common Stock ), of NaturalShrimp, Inc, a
Nevada corporation (the " Corporation "), sccording to the conditions hereof, as of the date written below. I shares
of Common Stock are 1o be issued in the name of a Person other than the undersigned, the undersigned will pay all
transfer taxes payable with respect thereto and is delivering herewith such certificates and opinions as may be
required by the Corporation in accordance with the Purchase Agreement,

Conversion caleulations:

Date to Effect Conversion:

Number of shares of Preferred Stock owned prior to Conversion:

Number of shares of Preferred Stock to be Converted:

Stnted Value of shares of Preferred Stock 1o be Converted:

Dollar amount of Interest to be Converted:

Other amounts owed to the Undersigned by the
Corporation under the Certificate of Designation andfor
any other Transaction Document o be Converted:

Number of shares of Common Stock to be Issued:

Applicable Conversion Price:

Number of shares of Preferred Stock subsequent 1o Conversion:

Address for Delivery:

Or
DWAC Instructions:
Broker no:

Account no:

Name of Entity Holder (Please Print)

By:

Name:

Title:

Name of Individual Holder (Please Print)
(Signature of Individual Holder)




SECURITIES PURCHASE AGREEMENT

This Securities Purchase Agreement (this “Agrecment”) is dated as of September 17,
2019, between NaturalShrimp Incorporated., a Nevada corporation (the “Company”), and the
purchaser identified on the signature page hereto (including its successors and assigns, the
“Burchaser”).

WHEREAS, subject to the terms and conditions set forth in this Agreement and pursuant
to Section 4(a)(2) of the Securities Act of 1933, as amended (the “Securities Act™), and Rule 506
promulgated thereunder, the Company desires to issue and sell 10 the Purchaser, and the
Purchaser desires to purchase from the Company, securities of the Company as more fully
described in this Agreement.

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants contained in this
Agreement, and for other good and valuable consideration the receipt and adequacy of which are
hereby acknowledged, the Company and the Purchaser agrees as follows:

ARTICLE 1.
DEFINITIONS

1.1 Definitions. In addition to the terms defined elsewhere in this Agreement: (a)
capitalized terms that are not otherwise defined herein have the meanings given to such terms in
the Certificate of Designation (as defined herein), and (b) the following terms have the meanings
set forth in this Section 1.1:

“Acquiring Person™ shall have the meaning ascribed to such term in Section 4.5.
“Action” shall have the meaning ascribed to such term in Section 3.1(j).

“Affiliate” means any Person that, directly or indirectly through one or more
intermediaries, controls or is controlled by or is under common control with a Person, as
such terms are used in and construed under Rule 405 under the Securities Act.

“Board of Directors” means the board of directors of the Company.

“Business Day” means any day except any Saturday, any Sunday, any day which
is a federal legal holiday in the United States or any day on which banking institutions in
the State of New York are authorized or required by law or other governmental action to
close.

1¢ of Designation™ means the Certificate of Designation to be filed prior
to the Closing by the Company with the Secretary of State of Nevada, in the form of
Exhibit A attached hereto.

“Closing Dates” mcans the Trading Days on which all of the Transaction

Exhibit 10.1




Documents have been executed and delivered by the applicable parties thereto in
connection with the Closing, and all conditions precedent to (i) the Purchaser's
obligations to pay the Subscription Amount as to the Closing and (ii) the Company's
obligations to deliver the Securities as to the Closing, in each case, have been satisfied or
waived.

“Closing™ means the closing of the purchase and sale of the Securities pursuant to
Section 2.1.

“Commission” means the United States Securities and Exchange Commission.

“Common Stock™ means the common stock of the Company, par value $0.0001
per share, and any other class of securities into which such securities may hercafier be
reclassified or changed.

“Common Stock Equivalents™ means any sccuritiecs of the Company or the
Subsidiaries which would entitle the holder thereof to acquire at any time Common
Stock, including, without limitation, any debt, preferred stock, right, option, warrant or
other instrument that is at any time convertible into or exercisable or exchangeable for, or
otherwise entitles the holder thereof to receive, Common Stock.

“Company Counsel” means Lucosky Brookman LLP.

“Disclosure Schedules” shall have the meaning ascribed to such term in Section
3.1.

“Evaluation Date" shall have the meaning ascribed to such term in Section 3.1(r).

“Exchange Act” means the Securities Exchange Act of 1934, as amended, and the
rules and regulations promulgated thereunder.

“FCPA” means the Foreign Corrupt Practices Act of 1977, as amended.
“FDA" shall have the meaning ascribed to such term in Section 3.1(hh).
“FDCA™ shall have the meaning ascribed to such term in Section 3.1(hh).
“GAAP” means generally accepted accounting principles in the U.S.

“Intelleciual Property Rights” shall have the meaning ascribed to such term in
Section 3.1(0).

“Liens” means a lien, charge, pledge, security interest, encumbrance, right of first
refusal, preemptive right or other restriction.

“Material Adverse Effect” shall have the meaning assigned to such term in
Section 3.1(b).
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“Malterial Permits™ shall have the meaning ascribed to such term in Section
3.1(m).

“Person” means an individual or corporation, partnership, trust, incorporated or
unincorporated association, joint venture, limited liability company, joint stock company,
government (or an agency or subdivision thereof) or other entity of any kind.

“Preferred Stock™ means for each Closing up to 250 shares of the Company’s
Series B Preferred Stock issued hereunder having the rights, preferences and privileges
set forth in the Certificate of Designation, in the form of Exhibit A hereto up to 250
shares of Preferred Stock in aggregate per Closing.

“Proceeding” means an action, claim, suit, investigation or proceeding
{(including, without limitation, an informal investigation or pariial proceeding, such as a
deposition), whether commenced or threatened.

“Purchaser Party” shall have the meaning ascribed to such term in Section 4.7,

“Required Approvals™ shall have the meaning ascribed to such term in Section
3.1(e).

“Rule 144" means Rule 144 promulgated by the Commission pursuant to the
Securities Act, as such Rule may be amended or interpreted from time to time, or any
similar rule or regulation hereafter adopted by the Commission having substantially the
same purpose and effect as such Rule.

“Rule 424" means Rule 424 promulgated by the Commission pursuant to the
Securities Act, as such Rule may be amended or interpreted from time to time, or any
similar rule or regulation hereafter adopted by the Commission having substantially the
same purpose and effect as such Rule.

“SEC Reports” shall have the meaning set forth in Section 3.1(e).
“Securities” means the Preferred Stock.

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

“Short Sales” means all “short sales” as defined in Rule 200 of Regulation SHO
under the Exchange Aet (but shall not be deemed to include the location and/or
reservation of borrowable shares of Common Stock).

“Stated Value™ means $1,200 per share of Preferred Stock.




“Subscription Amount™ shall mean the aggregate amount to be paid for the
Preferred Stock and Warrants purchased hereunder as specified on the signawre page

under the heading “Subscription Amount,” in United States dollars and in immediately
available funds.

idiary”" means any subsidiary of the Company as set forth on Schedule
3.1(a) and shall, where applicable, also include any direct or indirect subsidiary of the
Company formed or acquired after the date hereof.

“Trading Day™ means a day on which the principal Trading Market is open for
trading.

“Trading Market™ means any of the following markets or exchanges on which the
Common Stock is listed or quoted for trading on the date in question: the NYSE MKT,
the Nasdaq Capital Market, the Nasdaq Global Market, the Nasdaq Global Select Market,
the New York Stock Exchange, the OTC Bulletin Board or the OTC Markets (or any
successors to any of the foregoing).

“Transaction Documents” means this Agreement, the Certificate of Designation,
all exhibits and schedules thereto and hereto and any other documents or agreements
executed in connection with the transactions contemplated hereunder.

“Transfer Agent” means Transshare the current transfer agent of the Company,
with a mailing address of 2849 Executive Dr, Suite 200, Clearwater FL 33762, and any
successor transfer agent of the Company.

ARTICLE I1.
PURCHASE AND SALE

21 Closing. Upon the terms and subject to the conditions set forth herein,

substantially concurrent with the execution and delivery of this Agreement by the parties hereto,
the Company agrees to sell, and the Purchaser agrees to purchase (i) in each Closing, up to 250
shares of Preferred Stock. The Purchaser shall deliver to the Company, via wire transfer or a
certified check, immediately available funds equal to the Purchaser’s Subscription Amount as set
forth on the signature page hereto executed by the Purchaser, and the Company shall deliver to
the Purchaser such number of shares of the Preferred Stock purchased, as determined pursuant to
Section 2.2(a) and the Purchaser shall deliver the other items set forth in Section 2.2 deliverable
at the Closing. Upon satisfaction of the covenants and conditions set forth in Sections 2.2 and
2.3, the Closing shall occur at the offices of Company Counsel or such other location as the
parties shall mutually agree.

22 Deliveries.

(2)  On or prior to cach Closing Date (or as otherwise indicated below), the
Company shall deliver or cause to be delivered to the Purchaser the following:
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(1) At the first Closing, this Agreement duly executed by the
Company; and

(i)  a cenificate evidencing a number of shares of Preferred Stock
equal to the Purchaser's Subscription Amount divided by 51,000, registered in the
name of the Purchaser and evidence of the filing and acceptance of the Certificate
of Designation from the Secretary of State of Nevada.

(b) Omn or prior to each Closing Date, the Purchaser shall deliver or cause to be
delivered to the Company, as applicable, the following:

(1) At the first Closing, this Agreement duly executed by the
Purchaser; and

(i1) the Purchaser’s Subscription Amount by wire transfer to the
account specified in writing by the Company

23 Closing Conditions.

(a) The obligations of the Company hereunder in connection with each
Closing are subject to the following conditions being met:

(i) the accuracy in all material respects on the applicable Closing Date
of the representations and warrantics of the Purchaser contained herein (unless as
of a specific date therein in which case they shall be accurate as of such date);

(ii)  all obligations, covenants and agrecements of the Purchaser
required to be performed at or prior to the applicable Closing Date shall have been
performed; and

(i)  the delivery by the Purchaser of the items set forth in Section
2.2(b) of this Agreement.

(b)  The obligations of the Purchaser hereunder in connection with the Closing
are subject to the following conditions being met:

(1) the accuracy in all material respects when made and on the
applicable Closing Date of the representations and warranties of the Company
contained herein (unless as of a specific date therein);

(ii) all obligations, covenants and agreements of the Company required
to be performed at or prior lo the applicable Closing Date shall have been
performed;

(iii)  the delivery by the Company of the items set forith in Section
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2.2(a) of this Agreement;

(iv)  there shall have been no Material Adverse Effect with respect to
the Company since the date hereof; and

(v)  from the daie hereof to the applicable Closing Date, trading in the
Common Stock shall pot have been suspended by the Commission or the
Company’s principal Trading Market and, at any time prior to the applicable
Closing Date, trading in securities generally as reported by Bloomberg L.P. shall
not have been suspended or limited, or minimum prices shall not have been
established on securities whose trades are reported by such service, or on any
Trading Market, nor shall a banking moratorium have been declared either by the
United States or New York State authorities nor shall there have occurred any
material outbreak or escalation of hostilities or other national or international
calamity of such magnitude in its effect on, or any material adverse change in, any
financial market which, in cach case, in the reasonable judgment of the Purchaser,
makes it impracticable or inadvisable to purchase the Securities at the Closing.

ARTICLE HI.
REPRESENTATIONS AND WARRANTIES
3.1  Representations and Warranties of the Company. Except as set forth in the

Disclosure Schedules, which Disclosure Schedules shall be deemed a part hereof and shall
qualify any representation or otherwise made herein to the extent of the disclosure contained in
the corresponding section of the Disclosure Schedules, the Company hereby makes the following
representations and warranties to the Purchaser:

(a) Subgidiaries. All of the subsidiaries of the Company are NaturalShrimp
Corporation, NaturalShrimp Global, Inc. and Natural Aquatic Systems, Inc. All of the
issued and outstanding shares of capital stock of each Subsidiary are validly issued and
are fully paid, non-assessable and frec of precmptive and similar rights to subscribe for or
purchase securities. If the Company has no subsidiaries, all other references to the
Subsidiaries or any of them in the Transaction Documents shall be disregarded.

(b)  Organization and Qualification. The Company and each of the
Subsidiaries is an entity duly incorporated or otherwise organized, validly existing and in
good standing under the laws of the jurisdiction of its incorporation or organization, with
the requisite power and authority to own and use its propertics and assets and to carry on
its business as currenily conducted. Neither the Company nor any Subsidiary is in
violation nor default of any of the provisions of its respective certificate or articles of
incorporation, bylaws or other organizational or charter documents. Each of the
Company and the Subsidiaries is duly qualified to conduct business and is in good
standing as a foreign corporation or other entity in each jurisdiction in which the nature
of the business conducted or property owned by it makes such qualification necessary.
except where the failure to be so qualified or in good standing, as the case may be, could
not have or reasonably be expected to result in: (i) a material adverse effect on the
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legality, validity or enforceability of any Transaction Document, (ii) a material adverse
effect on the results of operations, assets, business, prospects or condition (financial or
otherwise) of the Company and the Subsidiaries, taken as a whole, or (iii) a material
adverse effect on the Company’s ability to perform in any matenal respect on a timely
basis its obligations under any Transaction Document (any of (i), (ii) or (iii), a “Material
Adverse Effect™) and no Proceeding has been instituted in any such jurisdiction revoking,
limiting or curtailing or seeking to revoke, limit or curtail such power and authority or
qualification.

(¢)  Authorization; Enforcement. The Company has the requisite corporate
power and authority to enter into and to consummate the transactions contemplated by
this Agreement and each of the other Transaction Documents and otherwise to carry out
its obligations hereunder and thereunder. The execution and delivery of this Agreement
and each of the other Transaction Documents by the Company and the consummation by
it of the transactions contemplated hereby and thereby have been duly authorized by all
necessary action on the part of the Company and no further action is required by the
Company, the Board of Directors or the Company’s stockholders in connection herewith
or therewith other than in connection with the Required Approvals. This Agreement and
cach other Transaction Document to which it is a party has been (or upon delivery will
have been) duly executed by the Company and, when delivered in accordance with the
terms hereof and thereof, will constitute the valid and binding obligation of the Company
enforceable against the Company in accordance with its terms, except: (i) as limited by
géneral equitable principles and applicable bankruptcy, insolvency, reorganization,
moratorium and other laws of general application affecting enforcement of creditors’
rights generally, (ii) as limited by laws relating to the availability of specific
performance, injunctive relief or other eguitable remedies and (iii) insofar as
indemnification and contribution provisions may be limited by applicable law.

(d)  No Conflicts. The execution, delivery and performance by the Company
of this Agreement and the other Transaction Documents to which it is a party, the
issuance and sale of the Securities and the consummation by it of the transactions
contemplated hereby and thereby do not and will not: (i) conflict with or violate any
provision of the Company's or any Subsidiary’s certificate or articles of incorporation,
bylaws or other organizational or charter documents, (ii) conflict with, or constitute a
default (or an event that with notice or lapse of time or both would become a default)
under, result in the creation of any Lien upon any of the properties or assets of the
Company or any Subsidiary, or give to others any rights of termination, amendment,
acceleration or cancellation (with or without notice, lapse of time or both) of, any
agreement, eredit facility, debt or other instrument (evidencing a Company or Subsidiary
debt or otherwise) or other understanding to which the Company or any Subsidiary is a
party or by which any property or asset of the Company or any Subsidiary is bound or
afected, or (iii) subject 1o the Required Approvals, conflict with or result in a violation of
any law, rule, regulation, order, judgment, injunction, decree or other restriction of any
court or governmental authority to which the Company or a Subsidiary is subject
(including federal and state securities laws and regulations), or by which any property or
asset of the Company or a Subsidiary is bound or affected; except in the case of each of
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clauses (ii) and (iii), such as could not have or reasonably be expected to result in a
Material Adverse Effect.

(¢) Filings, Consents and Approvals. The Company has timely filed all quarterly
and annual reports required to be filed by it with the SEC pursuant 1o the reporting
requirements of the Securities Exchange Act of 1934, as amended (the “1934 Act”) (all
of the foregoing filed prior to the date hercof and all exhibits included therein and
financial statements and schedules thereto and documents (other than exhibits to such
documents) incorporated by reference therein, being hereinafter referred to herein as the
“SEC Reports”), The Company has delivered to Purchaser true and complete copies of
the SEC Reports, except for such exhibits and incorporated documents, and except as
such Documents are available EDGAR filings on the SEC’s sec.gov website. As of their
respective dates, the SEC Reports complicd in all material respects with the requirements
of the 1934 Act and the rules and regulations of the SEC promulgated thereunder
applicable to the SEC Reports, and none of the SEC Reports, at the time they were filed
with the SEC, 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 light of the circumstances under which they were made, not misleading. None
of the statements made in any such SEC Reports is, or has been, required to be amended
or updated under applicable law (except for such statements as have been amended or
updated in subsequent filings prior the date hereof). As of their respective dates, the
financial statements of the Company included in the SEC Reports complied as to form in
all material respects with applicable accounting requirements and the published rules and
regulations of the SEC with respect thereto. Such financial statements have been
prepared in accordance with United States generally accepted accounting principles,
consistently applied, during the periods involved and fairly present in all material
respects the consolidated financial position of the Company and its consolidated
Subsidiaries as of the dates thereof and the consolidated results of their operations and
cash flows for the periods then ended (subject, in the case of unaudited statements, to
normal year-end audit adjustments). Except as set forth in the financial statements of the
Company included in the SEC Reports, the Company has no liabilitics, contingent or
otherwise, other than (i) liabilities incurred in the ordinary course of business subsequent
to March 30, 2019, and (ii) obligations under contracts and commitments incurred in the
ordinary course of business and not required under generally accepted accounting
principles to be reflected in such financial statements, which, individually or in the
aggregate, are not material to the financial condition or operating results of the Company.
The Company is subject to the reporting requirements of the 1934 Act. For the avoidance
of doubt, filing of the documents required in this Section 3(g) via the SEC’s Electronic
Data Gathering, Analysis, and Retrieval system (“EDGAR”) shall saiisfy all delivery
requirements of this Section 3(g).

() The Company is not required to obtain any consent, waiver, authorization or
order of, give any notice to, or make any filing or registration with, any court or other
federal, state, local or other governmental authority or other Person in connection with
the execution, delivery and performance by the Company of the Transaction Documents,
other than: (i) the filings required pursuant to Section 4.4 of this Agreement, (ii) the
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notice and/or application(s) to each applicable Trading Market for the issuance and sale
of the Securities, and (iii) such filings as are required to be made under applicable state
and federal securities laws (collectively, the “Required Approvals™).

(g)  Issuance of the Securitics. The Securities are duly authorized and, when
issued and paid for in accordance with the applicable Transaction Documents, will be
duly and validly issued, fully paid and nonassessable, free and clear of all Liens imposed
by the Company other than restrictions on transfer provided for in the Transaction
Documents.

(h) Capitalization. As of September 9, 2019, the authorized capital stock of
the Company consists of: (i) 900,000,000 shares of Common Stock, of which
333,516,074 shares are issued and outstanding, (i) 5,000,000 shares of Series A
Preferred Stock, of which 5,000,000 shares of Series A Preferred Stock are issued and
outstanding. As of the date hereof, there are 250,000,000 shares of Series B Preferred
Stock authorized, of which 0 shares of Scrics B Preferred Stock are issued and
outstanding. All of the outstanding shares of capital stock of the Company are duly
authorized, validly issued, fully paid and nonassessable, have been issued in compliance
with all federal and state securities laws, and none of such outstanding shares was issued
in violation of any preemptive rights or similar rights to subscribe for or purchase
securities. No further approval or authorization of amy stockholder, the Board of
Directors or others is required for the issuance and sale of the Securities. There are no
stockholders agreements, voting agreements or other similar agreements with respect to
the Company’s capital stock to which the Company is a party or, to the knowledge of the
Company, between or among any of the Company's stockholders.

(i) Intentionally omitted.
(i) Intentionally omitted.

(k) Litigation. Except as disclosed in the SEC Repons, there is no action,
suit, inquiry, notice of wviolation, proceeding or investigation pending or, to the
knowledge of the Company, threatened against or affecting the Company, any Subsidiary
or any of their respective properties before or by any court, arbitrator, governmental or
administrative agency or regulatory authority (federal, state, county, local or foreign)
(collectively, an “Action™) which (i) adversely affecis or challenges the legality, validity
or enforceability of any of the Transaction Documents or the Securities or (ii) could, if
there were an unfavorable decision, have or reasonably be expected to result in a Material
Adverse Effect. Neither the Company nor any Subsidiary, nor any director or officer
thercof, is or has been the subject of any Action involving a claim of violation of or
liability under federal or state sccurities laws or a claim of breach of fiduciary duty.
There has not been, and to the knowledge of the Company, there is not pending or
contemplated, any investigation by the Commission involving the Company or any
current or former director or officer of the Company. The Commission has not issued
any stop order or other order suspending the effectiveness of any registration statement
filed by the Company or any Subsidiary under the Exchange Act or the Securitics Act.
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i Labor Relations. No labor dispute exists or, to the knowledge of the
Company, is imminent with respect to any of the employees of the Company, which
could reasonably be expected to result in a Material Adverse Effect. None of the
Company’s or its Subsidiaries’ employees is a member of a union that relates to such
employee's relationship with the Company or such Subsidiary, and neither the Company
nor any of its Subsidiarics is a party to a collective bargaining agreement, and the
Company and its Subsidiaries believe that their relationships with their employees are
good. Ta the knowledge of the Company, no executive officer of the Company or any
Subsidiary, is, or is now expected 10 be, in violation of any material term of any
employment contracl, confidentiality, disclosure or proprictary information agreement or
non-competition agreement, or any other contract or agreement or any restrictive
covenant in favor of any third party, and the continued employment of each such
executive officer does not subject the Company or any of its Subsidiaries to any liability
with respect to any of the foregoing matters. The Company and its Subsidiaries are in
compliance with all U.S. federal, state, local and foreign laws and regulations relating to
employment and employment practices, terms and conditions of employment and wages
and hours, except where the failure to be in compliance could not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect.

{m) Compliance. Neither the Company nor any Subsidiary: (i) is in default
under or in violation of (and no event has occurred that has not been waived that, with
notice or lapse of time or both, would result in a default by the Company or any
Subsidiary under), other than the Company being materially in default of all of its
outstanding securities by virtue of the fact the Company is not current with its SEC
filings, nor has the Company or any Subsidiary received notice of a claim that it is in
default under or that it is in violation of, any indenture, loan or credit agreement or any
other agreement or instrument to which it is a party or by which it or any of its properties
is bound (whether or not such default or violation has been waived), (ii) is in violation of
any judgment, decree or order of any court, arbitrator or other governmental authority, or
(iii) is or has been in violation of any statute, rule, ordinance or regulation of any
governmental authority, including without limitation all foreign, federal, state and local
laws relating to taxes, other than tax paymenis related to payroll that are late,
environmental protection, occupational health and safety, product quality and safety and
employment and labor matters, except in each case as could not have or reasonably be
expected to result in a Material Adverse Effect,

(m) Regulatory Permits. The Company and the Subsidiaries possess all
certificates, authorizations and permits issued by the appropriate federal, state, local or

foreign regulatory authoritics necessary to conduct their respective businesses as
described in the SEC Reports, except where the failure to possess such permits could not
reasonably be expected to result in a Material Adverse Effect (“Material Permits™), and
neither the Company nor any Subsidiary has received any notice of proceedings relating
to the revocation or modification of any Material Permit.

(o) Title to Assets. Excepl as disclosed in the SEC Reports, the Company and
the Subsidiaries have good and marketable title in fee simple to all real property owned
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by them and good and marketable title in all personal property owned by them that is
material to the business of the Company and the Subsidiaries, in each case free and clear
of all Liens, except for (i) Liens as do not materially affect the value of such property and
do not materially interfere with the use made and proposed to be made of such property
by the Company and the Subsidiaries and (ii) Liens for the payment of federal, state or
other taxes, for which appropriate reserves have been made therefor in accordance with
GAAP and, the payment of which is neither delinquent nor subject to penalties. Any real
property and facilities held under lease by the Company and the Subsidiaries are held by
them under valid, subsisting and enforceable leases with which the Company and the
Subsidiaries arc in compliance.

(p)  Intellectual Property. The Company and the Subsidiaries have, or have
rights to use, all patents, patent applications, trademarks, trademark applications, service
marks, trade names, trade secrets, inventions, copyrights, licenses and other intellectual
property rights and similar rights as described in the SEC Reports as necessary or
required for use in connection with their respective businesses and which the failure to so
have could have a Material Adverse Effect (collectively, the “Intellectual Property
Rights™). None of, and neither the Company nor any Subsidiary has received a notice
(written or otherwisc) that any of, the Intellectual Property Rights has expired, terminated
or been abandoned, or is expected to expire or terminate or be abandoned, within two (2)
years from the date of this Agreement. Neither the Company nor any Subsidiary has
received, since the date of the latest audited financial statements included within the SEC
Reports, a written notice of a claim or otherwise has any knowledge that the Intellectual
Property Rights violate or infringe upon the rights of any Person, except as could not
have or reasonably be expected to not have a Material Adverse Effect. To the knowledge
of the Company, all such Intellectual Property Rights are enforceable and there is no
existing infringement by another Person of any of the Intellectual Property Rights. The
Company and its Subsidiaries have taken reasonable security measures to profect the
secrecy, confidentiality and value of all of their intellectual properties, except where
failure to do so could not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect.

(q) Insurance. The Company and the Subsidiaries are insured by insurers of
recognized financial responsibility against such losses and risks and in such amounts as
are prudent and customary in the businesses in which the Company and the Subsidiaries
are engaged, including, but not limited to, directors and officers insurance coverage at
least equal to the aggregate Subscription Amount. Neither the Company nor any
Subsidiary has any reason to believe that it will not be able to renew its existing insurance
coverage as and when such coverage expires or to obtain similar coverage from similar
insurers as may be necessary to continue its business without a significant increase in
cost.

(r) Transactions With Affiliates and Emplovees. Except as set forth in the
SEC Reports, none of the officers or directors of the Company or any Subsidiary and, to
the knowledge of the Company, none of the employees of the Company or any
Subsidiary is presently a party to any transaction with the Company or any Subsidiary




(other than for services as employees, officers and directors), including any contract,
agreement or other arrangement providing for the fumishing of services to or by,
providing for rental of real or personal property to or from, providing for the borrowing
of money from or lending of money to or otherwise requiring payments to or from any
officer, director or such employee or, to the knowledge of the Company, any entity in
which any officer, director, or any such employee has a substantial interest or is an
officer, director, trustee, stockholder, member or partner, in each case in excess of
$120,000 other than for: (i) payment of salary or consulting fees for services rendered,
(11) reimbursement for expenses incurred on behalf of the Company and (iii) other
employee benefits, including stock option agreements under any stock option plan of the
Company. All employee salaries and contractor fees have been paid to date and no such
amounis are outstanding or past due.

(s) Oxle mal Accounting Co . Except as may be
disclosed in the SEC Reports, the Company and the Subsidiaries are in compliance with
any and all applicable requirements of the Sarbanes-Oxley Act of 2002 that are effective
as of the date hereof, and any and all applicable rules and regulations promulgated by the
Commission thereunder that are effective as of the date hereof and as of each Closing
Date. Except as disclosed in the SEC Reports, the Company and the Subsidiaries
maintain a system of internal accounting controls sufficient to provide reasonable
assurance that: (i) transactions are executed in accordance with management’s general or
specific authorizations, (ii) transactions are recorded as necessary to permit preparation of
financial statements in conformity with GAAP and to maintain asset accountability, (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. The Company and the Subsidiaries have established disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢}) for the Company
and the Subsidiaries and designed such disclosure controls and procedures to ensure that
information required to be disclosed by the Company in the reports it files or submits
under the Exchange Act is recorded, processed, summarized and reported, within the time
periods specified in the Commission’s rules and forms. The Company's certifying
officers have evaluated the cffectivencss of the disclosure controls and procedures of the
Company and the Subsidiaries as of the end of the period covered by the most recently
filed periodic report under the Exchange Act (such date, the “Evaluation Date”). The
Company presented in its most recently filed periodic report under the Exchange Act the
conclusions of the certifying officers about the effectiveness of the disclosure controls
and procedures based on their evaluations as of the Evaluation Date. Since the
Evaluation Date, there have been ne changes in the internal control over financial
reporting (as such term is defined in the Exchange Act) of the Company and its
Subsidiaries that have materially affected, or is reasonably likely to materially affect, the
internal control over financial reporting of the Company and its Subsidiaries.

(1) Certain Fees. No brokerage or finder’s fees or commissions are or will be
payable by the Company or any Subsidiary to any broker, financial advisor or consultant,
finder, placement agent, investment banker, bank or other Person with respect to the
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transactions contemplated by the Transaction Documents. The Purchaser shall have no
obligation with respect to any fees or with respect to any claims made by or on behalf of
other Persons for fees of a type contemplated in this Section that may be due in
conneetion with the transactions contemplated by the Transaction Documents.

(u}  Private Placement. Assuming the accuracy of the Purchaser’s
representations and warranties set forth in Section 3.2, no registration under the Securities
Act is required for the offer and sale of the Securities by the Company to the Purchaser as
contemplated hereby. The issuance and sale of the Seccurities hercunder does not
contravene the rules and regulations of the Trading Market.

(v)  Investment Company. The Company is not, and is not an Affiliate of, and
immediately after receipt of payment for the Securities, will not be or be an Affiliate of,

an “investment company™ within the meaning of the Investment Company Act of 1940,
as amended. The Company shall conduct its business in a manner so that it will not
become an “investment company™ subject to registration under the Investment Company
Act of 1940, as amended.

(w)  Registration Rights. Other than as disclosed in the SEC Reports, no
Person has any right to cause the Company to effect the registration under the Securities
Act of any securities of the Company or any Subsidiary.

x) isti i ts. The Company has not in the 12
months proccdmg thc d.ate hemof mcclvcd not:ce from any Trading Market on which the
Common Stock is or has been listed or quoted to the effect that the Company is not in
compliance with the listing or maintenance requirements of such Trading Market. The
Company is, and has no reason to believe that it will not in the foreseeable future
continue to be, in compliance with all such listing and maintenance requirements.

() [RESERVED]

(z) Disclosure. Except with respect to the material terms and conditions of
the transactions contemplated by the Transaction Documents, the Company confirms that
neither it nor any other Person acting on its behalf has provided the Purchaser or its
agents or counsel with any information that it believes constifutes or might constitute
material, non-public information. The Company understands and confirms that the
Purchaser will rely on the foregoing representation in effecting transactions in securities
of the Company. All of the disclosure furnished by or on behalf of the Company to the
Purchaser regarding the Company and its Subsidiaries, their respective businesses and the
transactions contemplated hereby, including the Disclosure Schedules to this Agreement,
is true and correct and does not contain any untrue statement of a material fact or omit to
state any malerial fact necessary in order to make the statements made therein, in light of
the circumstances under which they were made, not misleading. The press releases
disseminated by the Company during the twelve months preceding the date of this
Agreement taken as a whole do not contain any untrue statement of a material fact or
omit to state a material fact required to be stated therein or necessary in order to make the
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statements therein, in light of the circumstances under which they were made and when
made, not misleading. The Company acknowledges and agrees that the Purchaser does
not make and has not made any representations or warranties with respect to the
transactions contemplated hereby other than those specifically set forth in Section 3.2
hereof.

(aa) No_ Integrated Offering. Assuming the accuracy of the Purchaser’s
representations and warranties set forth in Section 3.2, neither the Company, nor any of
its Affiliates, nor any Person acting on its or their behalf has, directly or indirectly, made
any offers or sales of any security or solicited any offers to buy any security, under
circumstances that would cause this offering of the Securities to be integrated with prior
offerings by the Company for purposes of (i) the Securities Act which would require the
registration of any such securities under the Securilies Act, or (ii) any applicable
shareholder approval provisions of any Trading Market on which any of the securities of
the Company are listed or designated.

(bb) Tax Status. Except for matters that would not, individually or in the
aggregate, have or reasonably be expected to result in a Material Adverse Effect, for
which most taxes have not been paid, the Company and its Subsidiaries each (i) has made
or filed all United States federal, state and local income and all foreign income and
franchise tax returns, reports and declarations required by any jurisdiction to which it is
subjeet, (ii) has paid all taxes and other governmental assessments and charges that are
material in amount, shown or determined to be due on such returns, reports and
declarations and (iii) has set aside on its books provision reasonably adequate for the
payment of all material taxes for periods subsequent to the periods to which such returns,
reports or declarations apply. There are no unpaid taxes in any material amount claimed
to be due by the taxing authority of any jurisdiction, and the officers of the Company or
of any Subsidiary know of no basis for any such claim.

(cc) Mo General Solicitation. Neither the Company nor any person acting on
behall of the Company has offered or sold any of the Sccuritics by any form of gencral
solicitation or general advertising. The Company has offered the Securities for sale only
to the Purchaser.

(dd) Foreign Corrupt Practices. Neither the Company nor any Subsidiary, nor
to the knowledge of the Company or any Subsidiary, any agent or other person acting on
behalf of the Company or any Subsidiary, has: (i) directly or indirectly, used any funds
for unlawful contributions, gifts, entertainment or other unlawful expenses related to
foreign or domestic political activity, (ii) made any unlawful payment to foreign or
domestic government officials or employees or to any foreign or domestic political
parties or campaigns from corporate funds, (iii) failed to disclose fully any contribution
made by the Company or any Subsidiary (or made by any person acting on its behalf of
which the Company is aware) which is in violation of law or (iv) violated in any material
respect any provision of FCPA.




(ee) Accountants. The Company’s accounting firm is to the knowledge and
belief of the Company: (i) a registered public accounting firm as required by the
Exchange Act and (ii) shall express its opinion with respect to the financial statements to
be included in the Company’s Annual Report for the fiscal year ending March 31, 2019.

(ffy g ecuriti The
Campany acknowledges and agrees I.ImJ |]1e Furchnser is actmg sulcly in the ca.pnc:ty of
an arm’s length purchaser with respect to the Transaction Documents and the transactions
contemplated thereby. The Company further acknowledges that the Purchaser is not
acting as a financial advisor or fiduciary of the Company (or in any similar capacity) with
respect to the Transaction Documents and the transactions contemplated thereby and any
advice given by the Purchaser or any of its representatives or agents in connection with
the Transaction Documents and the transactions comtemplated thereby is merely
incidental to the Purchaser’s purchase of the Securities. The Company further represents
to the Purchaser that the Company’s decision to enter into this Agreement and the other
Transaction Documents has been based solely on the independent evaluation of the
transactions contemplated hereby by the Company and its representatives.

(2g) i A i ivitv. Anything in
this Agreement or clscwhcrc hc'n:m to thc contmry nntwnhsmndmg. 1t is understood and
acknowledged by the Company that: (i) the Purchaser bhas not been asked by the
Company to agree, nor has the Purchaser agreed, to desist from purchasing or selling,
long and/or short, securities of the Company, or “derivative” securities based on
securities issued by the Company or to hold the Securities for any specified term, (ii) past
or future open market or other transactions by the Purchaser, specifically including,
without limitation, Short Sales or “derivative™ transactions, before or after a closing of
this or future private placement transactions, may negatively impact the market price of
the Company's publicly-traded securitics except as permitted per Section 4.8(ii)
Prohibited Short Sales, (iii) the Purchaser, and counter-parties in “derivative” transactions
to which the Purchaser is a party, directly or indirectly, may presently have a “short”
position in the Common Stock and (iv) the Purchaser shall not be deemed to have any
affiliation with or control over any arm’s length counter-party in any “derivative™
transaction. The Company further understands and acknowledges that () the Purchaser
may engage in hedging activities at various times during the period that the Securities are
outstanding, and (z) such hedging activities (if any) could reduce the value of the existing
stockholders’ equity interests in the Company at and after the time that the hedging
activities are being conducied. The Company acknowledges that such aforementioned
hedging activities do not constitute a breach of any of the Transaction Documents,

(hh) Regulation M Compliance. The Company has not, and to its knowledge
no one acting on its behalf has, (i) taken, directly or indirectly, any action designed to
cause or to result in the stabilization or manipulation of the price of any security of the
Company 1o facilitate the sale or resale of any of the Securities, (i) sold, bid for,
purchased, or paid any compensation for soliciting purchases of, any of the Securities, or
(iii) paid or agreed to pay to any Person any compensation for soliciting another to
purchase any other securities of the Company, other than, in the case of clauses (ii) and
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(iii), compensation paid to the Company’s placement agent in connection with the
placement of the Securities.

(i)  Reserved

(i)  Stock Option Plans. Each stock option granted by the Company under the
Company’s stock option plan was granted (i) in accordance with the terms of the
Company’s stock option plan and (ii) with an exercise price at least equal to the fair
market value of the Common Stock on the date such stock option would be considered
granted under GAAP and applicable law. No stock option granted under the Company’s
stock option plan has been backdated. The Company has not knowingly granted, and
there is no and has been no Company policy or practice to knowingly grant, stock options
prior to, or otherwise knowingly coordinate the grant of stock options with, the release or

other public announcement of material information regarding the Company or its
Subsidiaries or their financial results or prospects.

(kk) Office_of Foreign Assets Control. Neither the Company nor any
Subsidiary nor, to the Company's knowledge, any director, officer, agent, employee or
affiliate of the Company or any Subsidiary is currently subject to any U.S. sanctions
administered by the Office of Foreign Assets Control of the U.S. Treasury Department
("OEAC™).

(I LS. Real Property Holding Corporation. The Company is not and has
never been a ULS. real property holding corporation within the meaning of Section 897 of
the Internal Revenue Code of 1986, as amended, and the Company shall so certify upon
Purchaser's request.

(mm) Bank Holding Company Act. Neither the Company nor any of its
Subsidiaries or Affiliates is subject to the Bank Holding Company Act of 1956, as
amended (the “BHCA™) and to regulation by the Board of Governors of the Federal
Reserve System (the “Federal Reserve™). Neither the Company nor any of its
Subsidiaries or Affiliates owns or controls, directly or indirectly, five percent (5%) or
more of the outstanding shares of any class of voting securities or twenty-five percent or
more of the total equity of a bank or any entity that is subject to the BHCA and to
regulation by the Federal Reserve. Neither the Company nor any of its Subsidiaries or
Affiliates exercises a controlling influence over the management or policies of a bank or
any entity that is subject to the BHCA and to regulation by the Federal Reserve.

(nn) Money Laundering. The operations of the Company and its Subsidiarics
are and have been conducted at all times in compliance with applicable financial record-
keeping and reporting requirements of the Currency and Foreign Transactions Reporting
Act of 1970, as amended, applicable money laundering statuies and applicable rules and
regulations thereunder (collectively, the “Money Laundering Laws™), and no action, suit
or proceeding by or before any court or governmental agency, authority or body or any
arbitrator involving the Company or any Subsidiary with respect to the Money

16




Laundering Laws is pending or, to the knowledge of the Company or any Subsidiary,
threatened.

: he aser. The Purchaser hereby
rq)rcsmts and wan’unls as of I]:e dal.e hereof and as of tl'le Closmg Dates to the Company as
follows (unless as of a specific date therein):

(a) Organization; Authority. The Purchaser is either an individual or an entity
duly incorporated or formed, validly existing and in good standing under the laws of the

Jjurisdictien of its incorporation or formation with full right, corporate, parinership,
limited liability company or similar power and authority to enter into and to consummate
the transactions contemplated by the Transaction Documents and otherwise to carry oul
its obligations hereunder and thereunder. The execution and delivery of the Transaction
Documents and performance by the Purchaser of the transactions contemplated by the
Transaction Documents have been duly authorized by all necessary corporate,
partnership, limited liability company or similar action, as applicable, on the part of the
Purchaser. Each Transaction Document to which it is a party has been duly executed by
the Purchaser, and when delivered by the Purchaser in accordance with the terms hercof,
will constitute the valid and legally binding obligation of the Purchaser, enforceable
against it in accordance with its terms, execept: (i) as limited by general equitable
principles and applicable bankruptey, insolvency, reorganization, moratorium and other
laws of gencral application affecting enforcement of creditors’ rights generally, (ii) as
limited by laws relating to the availability of specific performance, injunctive relief or
other equitable remedies and (i) insofar as indemnification and contribution provisions
may be limited by applicable law.

(b) Own_ Aceount. The Purchaser understands that the Securities arc
“restricted securities” and have not been registered under the Securities Act or any
applicable state securitics law and is acquiring the Securitics as principal for its own
account and not with a view to or for distributing or reselling such Securities or any part
thereof in violation of the Securities Act or any applicable state securities law, has no
present intention of distributing any of such Securities in violation of the Securities Act
or any applicable state seccuritics law and has no direct or indirect arrangement or
understandings with any other persons to distribute or regarding the distribution of such
Securitics in violation of the Securities Act or any applicable state securities law (this
representation and warranty not limiting the Purchaser’s right to sell the Securities
pursuant to the Registration Statement or otherwise in compliance with applicable federal
and state securities laws). The Purchaser is acquiring the Securities hereunder in the
ordinary course of its business.

{¢)  Purchaser Status. At the time the Purchaser was offered the Securities, it
was, and as of the date hereof it is and on each date on which it exercises any Warrants or
converts any shares of Preferred Stock, either: (i) an “accredited investor” as defined in
Rule 501(a)(1), (a}2), (a}(3), (a)}(7) or (a)(8) under the Sccurities Act or (ii) a “qualified
institutional buyer™ as defined in Rule 144A(a) under the Securities Act.
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(d) Experience of the Purchaser. The Purchaser, either alone or together with
its representatives, has such knowledge, sophistication and experience in business and
financial matters so as to be capable of evaluating the merits and risks of the prospective
investment in the Securities, and has so evaluated the merits and risks of such investment.
The Purchaser is able to bear the economic risk of an investment in the Securities and, at
the present time, is able to afford a complete loss of such investment.

(¢)  General Solicitation. The Purchaser is not purchasing the Securities as a
result of any advertisement, article, notice or other communication regarding the
Securities published in any newspaper, magazine or similar media or broadcast over
television or radio or presented at any seminar or any other general solicitation or general
advertisement.

The Company acknowledges and agrees that the representations contained in Section 3.2
shall not modify, amend or affect the Purchaser’s right to rely on the Company's representations
and warranties contained in this Agreement or any representations and warranties contained in
any other Transaction Document or any other document or instrument executed and/or delivered
in connection with this Agreement or the consummation of the transaction contemplated hereby.

ARTICLE 1V,
OTHER AGREEMENTS OF THE PARTIES

4.1  Transfer Restrictions.

(@)  The Securities may only be disposed of in compliance with state and
federal securities laws. In connection with any transfer of Securities other than pursuant
to an effective registration statement or Rule 144, to the Company or to an Affiliate of the
Purchaser or in connection with a pledge as contemplated in Section 4.1(b), the Company
may require the transferor thereof to provide to the Company an opinion of counsel

selected by the transferor and reasonably acceptable to the Company, the form and
substance of which opinion shall be reasonably satisfactory to the Company, to the effect
that such transfer does not require registration of such transferred Securities under the
Securities Act. As a condition of transfer, any such transferee shall agree in writing to be
bound by the terms of this Agreement and shall have the rights and obligations of the
Purchaser under this Agreement.

(b)  The Purchaser agrees to the imprinting, so long as is required by this
Section 4.1, of a legend on any of the Securities in the following form:

THIS SECURITY HAS NOT BEEN REGISTERED WITH THE SECURITIES AND
EXCHANGE COMMISSION OR THE SECURITIES COMMISSION OF ANY STATE
IN RELIANCE UPON AN EXEMPTION FROM REGISTRATION UNDER THE
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT"), AND,
ACCORDINGLY, MAY NOT BE OFFERED OR SOLD EXCEPT PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT OR
PURSUANT TO AN AVAILABLE EXEMPTION FROM, OR TN A TRANSACTION
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NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES
ACT AND IN ACCORDANCE WITH APPLICABLE STATE SECURITIES LAWS AS
EVIDENCED BY A LEGAL OPINION OF COUNSEL TO THE TRANSFEROR TO
SUCH EFFECT, THE SUBSTANCE OF WHICH SHALL BE REASONABLY
ACCEPTABLE TO THE COMPANY. THIS SECURITY MAY BE PLEDGED IN
CONNECTION WITH A BONA FIDE MARGIN ACCOUNT WITH A REGISTERED
BROKER-DEALER OR OTHER LOAN WITH A FINANCIAL INSTITUTION THAT
IS AN "ACCREDITED INVESTOR™ AS DEFINED IN RULE 501(a) UNDER THE
SECURITIES ACT OR OTHER LOAN SECURED BY SUCH SECURITIES.

The Company acknowledges and agrees that the Purchaser may from time to time
pledge pursuant to a bona fide margin agreement with a registered broker-dealer or grant
a security interest in some or all of the Securities 1o a financial institution that is an
“accredited investor™ as defined in Rule 501(a) under the Securities Act and who agrees
to be bound by the provisions of this Agreement and, if required under the terms of such
arrangement, the Purchaser may transfer pledged or secured Securities to the pledgees or
secured parties. Such a pledge or transfer would not be subject to approval of the
Company and no legal opinion of legal counsel of the pledgee, secured party or pledgor
shall be required in connection therewith. Further, no notice shall be required of such
pledge. At the appropriate Purchaser’s expense, the Company will execute and deliver
such reasonable documentation as a pledgee or secured party of Securitics may
reasonably request in connection with a pledge or transfer of the Securities, including, if
the Securities are registered under a registration statement, the preparation and filing of
any required prospectus supplement under Rule 424(b)(3) under the Securities Act or
other applicable provision of the Securities Act to appropriately amend the list of selling
stockholders thereunder.

4.2 Acknowledgment of Dilution of Voting Power. The Company acknowledges that
the issuance of the Securities will result in dilution of the voting power of the outstanding shares
of Common Stock, which dilution will be substantial.

43 Integration. The Company shall not sell, offer for sale or solicit offers to buy or
otherwise negotiate in respect of any sceurity (as defined in Section 2 of the Sccuritics Act) that
would be integrated with the offer or sale of the Securities in a manner that would require the
registration under the Securities Act of the sale of the Securities or that would be integrated with
the offer or sale of the Securities for purposes of the rules and regulations of any Trading Market
such that it would require shareholder approval prior to the closing of such other transaction
unless sharcholder approval is obtained before the closing of such subsequent transaction.

44  Securities Laws Disclosure; Publicity. The Company and the Purchaser shall
consult with each other in issuing any other press releases with respect to the transactions
contemplated hereby including for the initial press release pursuant lo Section 4.8, and neither
the Company nor the Purchaser shall issue any such press release nor otherwise make any such
public statement without the prior consent of the Company, with respect to any press release of
the Purchaser, or without the prior consent of the Purchaser, with respect to any press release of
the Company, which consent shall not unreasonably be withheld or delayed, except if such
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disclosure is required by law, in which case the disclosing party shall promptly provide the other
party with prior notice of such public statement or communication. Notwithsianding the
foregoing, the Company shall not publicly disclose the name of the Purchaser, or include the
name of the Purchaser in any filing with the Commission or any regulatory agency or Trading
Market, without the prior written consent of the Purchaser, except: (a) as required by federal
sccuritics law in connection with the filing of final Transaction Documents with the Commission
and (b) to the extent such disclosure is required by law or Trading Market regulations, in which
case the Company shall provide the Purchaser with prior notice of such disclosure permitted
under this clause (b).

4.5  Sharcholder Rights Plan. No claim will be made or enforced by the Company or,
with the consent of the Company, any other Person, that the Purchaser is an “Acquiring Person”

under any control share acquisition, business combination, poison pill (including any disiribution
under a rights agreement) or similar anti-takeover plan or arrangement in effect or hereafter
adopted by the Company, or that the Purchaser could be deemed to trigger the provisions of any
such plan or arrangement, by virtue of receiving Securities under the Transaction Documents or
under any other agreement between the Company and the Purchaser.

4.6  Non-Public Information. Except with respect to the material terms and conditions
of the transactions contemplated by the Transaction Documents, the Company covenants and
agrees that neither it, nor any other Person acting on its behalf, will provide the Purchaser or its
agents or counsel with any information that the Company believes constitutes material non-
public information, unless prior thereto the Purchaser shall have entered into a written agreement
with the Company regarding the confidentiality and use of such information, The Company
understands and confirms that the Purchaser shall be relying on the foregoing covenant in
effecting transactions in securities of the Company.

47  Indemnification of hase Broker. Subject to the provisions of this
Section 4.7, the Company will indemnify and hold the Purchaser and their respective directors,
officers, shareholders, members, partners, employees and agents (and any other Persons with a
functionally equivalent role of a Person holding such titles notwithstanding a lack of such title or
any other title), each Person who controls the Purchaser (within the meaning of Section 15 of the
Sccurities Act and Section 20 of the Exchange Act), and the directors, officers, sharcholders,
agents, members, partners or employees (and any other Persons with a functionally equivalent
role of a Person holding such titles notwithstanding a lack of such title or any other title) of such
controlling persons (each, a “Purchaser Party™) harmless from any and all losses, liabilities,
obligations, claims, contingencies, damages, costs and expenses, including all judgments,
amounts paid in settlements, court costs and reasonable attorneys” fees and costs of investigation
that any such Purchaser Party may suffer or incur as a result of or relating to (a) any breach of
any of the representations, warranties, covenants or agreements made by the Company in this
Agreement or in the other Transaction Documents or (b) any action instituted against the
Purchaser Parties in any capacity, or any of them or their respective Affiliates, by any
stockholder of the Company who is not an Affiliate of such Purchaser Party, with respect to any
of the transactions contemplated by the Transaction Documents (unless such action is based
upon a breach of such Purchaser Party’s representations, warranties or covenants under the
Transaction Documents or any agreements or understandings such Purchaser Party may have
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with any such stockholder or any violations by such Purchaser Party of state or federal securities
laws or any conduct by such Purchaser Party which constitutes fraud, gross negligence, willful
misconduct or malfeasance). If any action shall be brought against any Purchaser Party in
respect of which indemnity may be sought pursuant to this Agreement, such Purchaser Party
shall promptly notify the Company in writing, and the Company shall have the right to assume
the defense thercof with counsel of its own choosing reasonably acceptable to the Purchaser
Party. Any Purchaser Party shall have the right to employ separate counsel in any such action
and participate in the defense thereof, but the fees and expenses of such counsel shall be at the
expense of such Purchaser Party except to the extent that (i) the employment thereof has been
specifically authorized by the Company in writing, (ii) the Company has failed afler a reasonable
period of time to assume such defense and to employ counsel or such defense once started is
subsequently delayed owing to lack of timely payment by the Company of legal fees and
expenses or (iil) in such action there is, in the reasonable opinion of counsel, 8 material conflict
on any material issue between the position of the Company and the position of such Purchaser
Party, in which case the Company shall be responsible for the reasonable fees and expenses of no
more than one such separate counsel. The Company will not be liable to any Purchaser Party
under this Agreement (y) for any settlement by a Purchaser Party effected without the
Company’s prior written consent, which shall not be unreasonably withheld or delayed; or (z) to
the extent, but only to the extent that a loss, claim, damage or liability is attributable to any
Purchaser Party’s breach of any of the representations, warranties, covenants or agreements
made by such Purchaser Party in this Agreement or in the other Transaction Documents. The
indemnification required by this Section 4.7 shall be made by periodic payments of the amount
thereof during the course of the investigation or defense, as and when bills are received or are
incurred. The indemnity agreements contained herein shall be in addition to any cause of action
or similar right of any Purchaser Party against the Company or others and any liabilities the
Company may be subject to pursuant to law,

4.8  Centain Transactions and Confidentiality. The Purchaser, covenants thar neither it,
nor any Affiliate acting on its behalf or pursuant to any understanding with it will (i) exccute any
Short Sales, of any of the Company’s securities during the period commencing with the
execution of this Agreement and ending at such time that the transactions contemplated by this
Agreement are first publicly announced pursuant to the initial press release as described in
Section 4.4 or (ii) from the date hereof until the carlier of the 12 month anniversary of the date
hereof and the date that the Preferred Stock is no longer outstanding, execute any Short Sales of
the Common Stock (a “Prohibited Short Sale™). The Purchaser covenants that until such time as
the transactions contemplated by this Agrcement arc publicly disclosed by the Company
pursuant to the initial press release as described in Section 4.4, the Purchaser will maintain the
confidentiality of the existence and terms of this transaction and the information included in the
Transaction Documents and the Disclosure Schedules. Motwithstanding the foregoing, and
notwithstanding anything contained in this Agreement to the contrary, the Company expressly
acknowledges and agrees that (i) the Purchaser does not make any representation, warranty or
covenant hereby that it will not engage in cffecting transactions in any securities of the Company
after the time that the transactions contemplated by this Agreement are first publicly announced
pursuant to the initial press release as described in Section 4.4, (ii) except for a Prohibited Short
Sale, the Purchaser shall not be restricted or prohibited from effecting any transactions in any
securities of the Company in accordance with applicable securities laws from and afier the time
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that the transactions contemplated by this Agreement are first publicly announced pursuant to the
initial press release as described in Section 4.4 and (ii1) the Purchaser shall have no duty of
confidentiality to the Company or its Subsidiaries after the issuance of the initial press release as
described in Section 4.4,

49  Form D; Blue Sky Filings. The Company agrees to timely file a Form D with
respect to the Securities as required under Regulation D and to provide a copy thercof, promptly
upon request of the Purchaser. The Company shall take such action as the Company shall
reasonably determine is necessary in order Lo obtain an exemption for, or to qualify the Securities
for, sale to the Purchaser under applicable securities or “Blue Sky” laws of the states of the
United States, and shall provide evidence of such actions promptly upon request of the
Purchaser.

4.10  Redemption.

(a) The Company shall have the right to redeem the Securities in accordance with the
following schedule:

ot Mandalory, and al Company s CONTol - S0 equity, Not Babaty or
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i.  Ifall of the Securities are redeemed within ninety (90) calendar days from
the issuance date thereof, the Company shall have the right to redeem the
Securities upon three (3) business days of written notice at a price equal to
one hundred twenty percent (120%) of the Stated Value together with any
dividends;

ii.  If all of the Securitics are redeemed after ninety (90) and calendar days
within one hundred twenty (120) calendar days from the issuance date
thereof, the Company shall have the right to redeem the Securitics upon
three (3) business days of written notice at a price equal to one hundred
twenty five percent (125%) of the Stated Value together with any
dividends; and

iii.  If all of the Securities are redeemed after one hundred and twenty (120)
and within days one hundred eighty (180) calendar days from the issuance
date thereof, the Company shall have the right to redeem the Securitics
upon three (3) business days of written notice at a price equal to one
hundred thirty-two percent (135%) of the Stated Value together with any
dividends.

ARTICLE V.
MISCELLANEOUS

5.1  Termination. This Agreement may be terminated by the Purchaser, as to the
Purchaser’s obligations hereunder, if the Closing has not been consummated within five (5)
Business Days of the date hereof; provided, however, that such termination will not affect the
right of any party to sue for any breach by any other party (or parties).
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5.2 Fees and Expenses. Except as expressly set forth in the Transaction Documents
lo the contrary, each party shall pay the fees and expenses of its advisers, counsel, accountants
and other experts, if any, and all other expenses incurred by such party incident to the
negotiation, preparation, execulion, delivery and performance of this Agreement. The Company
shall pay all Transfer Agent fees (including, without limitation, any fees required for same-day
processing of any instruction letter delivered by the Company), stamp taxes and other taxes and
duties levied in connection with the delivery of any Securities to the Purchaser.

53 Entire Agreement. The Transaction Documents, together with the exhibits and
schedules thereto, contain the entire understanding of the parties with respect to the subject
matter hereol and thereof and supersede all prior agreements and understandings, oral or written,
with respect to such matters, which the parties acknowledge have been merged into such
documents, exhibits and schedules.

54 Motices. Any and all notices or other communications or deliveries required or
permitted to be provided hereunder shall be in writing and shall be deemed given and effective
on the earliest of: (a) the date of transmission, if such notice or communication is delivered via
facsimile at the facsimile number set forth on the signature pages attached hereto at or prior to
5:30 p.m. (New York City time) on a Trading Day, (b) the next Trading Day after the date of
transmission, if such notice or communication is delivered via facsimile at the facsimile number
set forth on the signature pages attached hereto on a day that is not a Trading Day or later than
5:30 p.m. (New York City time) on any Trading Day, (c) the second (2™) Trading Day following
the date of mailing, if sent by U.S. nationally recognized overnight courier service or (d) upon
actual receipt by the party to whom such notice is required to be given. The address for such
notices and communications shall be as set forth on the signature pages attached hereto.

55  Amendments; Waivers. No provision of this Agreement may be waived,
modified, supplemented or amended except in a written instrument signed, in the case of an
amendment, by the Company and the holders of at least 67% in interest of the Sccurities then
outstanding or, in the case of a waiver, by the party against whom enforcement of any such
waived provision is sought. No waiver of any default with respect to any provision, condition or
requirement of this Agreement shall be deemed to be a continuing waiver in the future or a
waiver of any subsequent default or a waiver of any other provision, condition or requirement
hereof, nor shall any delay or omission of any party to exercise any right hereunder in any
manner impair the exercise of any such right.

5.6  Headings. The headings herein are for convenience only, do not constitute a part
of this Agreement and shall not be deemed to limit or affect any of the provisions hereof.

5.7  Successors and Assigns, This Agreement shall be binding upon and inure to the
benefit of the parties and their successors and permitied assigns, The Company may not assign
this Agreement or any rights or obligations hereunder without the prior written consent of the
Purchaser (other than by merger). The Purchaser may assign any or all of its rights under this
Agreement to any Person to whom the Purchaser assigns or transfers any Securities, provided
that such transferee agrees in writing to be bound, with respect to the transferred Securities, by
the provisions of the Transaction Documents that apply to the “Purchaser.™
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58  No Third-Party Beneficiaries. This Agreement is intended for the benefit of the
parties hereto and their respective successors and permitied assigns and is not for the benefit of,
nor may any provision hereof be enforced by, any other Person, except as otherwise set forth in
Seetion 4.7 and this Section 5.8.

5.9  Governing Law. All questions concerning the construction, validity, enforcement
and interpretation of the Transaction Documents shall be governed by and construed and
enforced in accordance with the internal laws of the State of Nevada, without regard to the
principles of conflicts of law thereof, Each party agrees that all legal proceedings concerning the
interpretations, enforcement and defense of the transactions contemplated by this Agreement and
any other Transaction Documents (whether brought against a party hercto or its respective
affiliates, directors, officers, shareholders, partners, members, employees or agents) shall be
commenced exclusively in the state or federal courts sitting in the City of New York. Each party
hereby imevocably submiis to the exclusive jurisdiction of the state and federal courts sitting in
the City of New York, Borough of Manhattan for the adjudication of any dispute hereunder or in
connection herewith or with any transaction contemplated hereby or discussed herein (including
with respect to the enforcement of any of the Transaction Documents), and hercby irrevocably
waives, and agrees not to assert in any suit, action or proceeding, any claim that it is not
personally subject to the jurisdiction of any such court, that such suit, action or proceeding is
improper or is an inconvenient venue for such proceeding. Each party hereby irrevocably
waives personal service of process and consents to process being served in any such suit, action
or proceeding by mailing a copy thereof via registered or certified mail or ovemnight delivery
(with evidence of delivery) to such party at the address in effect for notices to it under this
Agreement and agrees that such service shall constitute good and sufficient service of process
and notice thercof. MNothing contained herein shall be deemed to limit in any way any right to
serve process in any other manner permitted by law. If either party shall commence an action,
suit or proceeding to enforce any provisions of the Transaction Documents, then, in addition to
the obligations of the Company under Section 4.7, the prevailing party in such action, suit or
proceeding shall be reimbursed by the other party for its reascnable attorneys” fees and other
costs and expenses incurred with the investigation, preparation and prosecution of such action or
proceeding,

5.10  Survival. The representations and warranties contained herein shall survive each
Closing and the delivery of the Securities.

5.11 Execution. This Agreement may be executed in two or more counterparts, all of
which when taken together shall be considered one and the same agreement and shall become
effective when counterparts have been signed by each party and delivered to each other party, it
being understood that the parties need not sign the same counterpart. [In the event that any
signature is delivered by facsimile transmission or by e-mail delivery of a “.pdf” format data file,
such signature shall create a valid and binding obligation of the party executing (or on whose
behalf such signature is executed) with the same force and effect as if such facsimile or *.pdf”
signature page were an original thereof.

5.12  Severability. If any term, provision, covenant or restriction of this Agreement is
held by a courl of competent jurisdiction 1o be invalid, illegal, void or unenforceable, the
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remainder of the terms, provisions, covenants and restrictions set forth berein shall remain in full
force and effect and shall in no way be affected, impaired or invalidated, and the parties hereto
shall use their commercially reasonable efforts to find and employ an alternative means to
achieve the same or substantially the same result as that contemplated by such term, provision,
covenant or restriction. It is hereby stipulated and declared to be the intention of the parties that
they would have executed the remaining terms, provisions, covenants and restrictions without
including any of such that may be hereafter declared invalid, illegal, void or unenforceable.

5.13  Rescission and Withdrawal Right. Notwithstanding anything to the contrary
contained in (and without limiting any similar provisions of) any of the other Transaction
Documents, whenever any Purchaser exercises a right, election, demand or option under a
Transaction Document and the Company does not timely perform its related obligations within
the periods therein provided, then the Purchaser may rescind or withdraw, in its sole discretion
from time to time upon written notice to the Company, any relevant notice, demand or election in
whole or in part without prejudice to its future actions and rights.

5.14 Replacement of Securities. If any certificate or instrument evidencing any
Securities is mutilated, lost, stolen or destroyed, the Company shall issue or cause to be issued in
exchange and substitution for and upon cancellation thereof (in the case of mutilation), or in lieu
of and substitution therefor, a new certificate or instrument, but only upon receipt of evidence
reasonably satisfactory to the Company of such loss, theft or destruction. The applicant for a
new certificate or instrument under such circumstances shall also pay any reasonable third-party
costs (including customary indemnity) associated with the issuance of such replacement
Securities.

5.15 Remedies. In addition to being entitled to exercise all rights provided herein or
granted by law, including recovery of damages, the Purchaser and the Company will be entitled
to specific performance under the Transaction Documents. The parties agree that monetary
damages may not be adequate compensation for any loss incurred by reason of any breach of
obligations contained in the Transaction Documents and hereby agree to waive and not to assert
in any action for specific performance of any such obligation the defense that a remedy at law
would be adequate.

5.16 Payment Set Aside. To the extent that the Company makes a payment or
payments to the Purchaser pursuant to any Transaction Document or the Purchaser enforces or
exercises its rights thercunder, and such payment or payments or the proceeds of such
enforcement or exercise or any part thereof are subsequently invalidated, declared to be
fraudulent or preferential, set aside, recovered from, disgorged by or are required to be refunded,
repaid or otherwise restored to the Company, a trustee, receiver or any other Person under any
law (including, without limitation, any bankruptcy law, state or federal law, common law or
equitable cause of action), then to the extent of any such restoration the obligation or part thereof
originally intended to be satisfied shall be revived and continued in full force and effect as if
such payment had not been made or such enforcement or setoff had not occurred.

5.17 Liquidated Damages. The Company’s obligations to pay any partial liquidated
damages or other amounts owing under the Transaction Documents is a continuing obligation of
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the Company and shall not terminate until all unpaid partial liquidated damages and other
amounts have been paid notwithstanding the fact that the instrument or security pursuant to
which such partial liquidated damages or other amounts are due and payable shall have been
canceled.

5.18  Sawrdays, Sundays, Holidays, etc.  If the last or appointed day for the taking of
any action or the expiration of any right required or granted herein shall not be a Business Day,
then such action may be taken or such right may be exercised on the next succeeding Business
Day.

5.19 Construction. The parties agree that each of them and/or their respective counsel
have reviewed and had an opportunity te revise the Transaction Documents and, therefore, the
normal rule of construction to the effect that any ambiguities are to be resolved against the
drafting party shall not be employed in the interpretation of the Transaction Documents or any
amendments thereto. In addition, each and every reference to share prices and shares of Common
Stock in any Transaction Document shall be subject to adjustment for reverse and forward stock
splits, stock dividends, stock combinations and other similar transactions of the Common Stock
that occur after the date of this Agreement.

520 WAIVER OF JURY TRIAL. IN ANY ACTION, SUIT, OR PROCEEDING
IN ANY JURISDICTION BROUGHT BY ANY PARTY AGAINST ANY OTHER
PARTY, THE PARTIES EACH KNOWINGLY AND INTENTIONALLY, TO THE
GREATEST EXTENT PERMITTED BY APPLICABLE LAW, HEREBY
ABSOLUTELY, UNCONDITIONALLY, IRREVOCABLY AND EXPRESSLY WAIVES
FOREVER TRIAL BY JURY.

(Signature Pages Follow)
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IN WITNESS WHEREOF, the parties hereto have caused this Securities Purchase
Agreement to be duly executed by their respective authorized signatories as of the date first
indicated above.

NATURARSHRIMP, INCORPORATED. dress ft tice:

150 n Road Suite 30
Dallas, TX 75248

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

Email: bgoldberg/@lubro.com
Fax: 732-395-4401

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK
SIGNATURE PAGE FOR PURCHASER FOLLOWS]
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[PURCHASER SIGNATURE PAGE TO AMBS SECURITIES PURCHASE AGREEMENT]
IN WITNESS WHEREOF, the undersigned have caused this Securities Purchase

Agreement to be duly executed by their respective authorized signatorics as of the date first
indicated above.

Name of Purchaser:  GHS Investments LLC

Signature of Authorized Signatory of Purchaser: % ‘%

Name of Authorized Signatory:  Mark Grober

Title of Authorized Signatory: ~ Member

Address for Notice to Purchaser: _ _
IR e S 420 Jericho Turnpike

Suite 102
Jericho, NY 11753

Address for Delivery of Securities to Purchaser (if not same as address for notice):

Facsimile Number: (212) 574-3326
Subscription Amount: §  250,000.00

Shares of Preferred Stock: 250




Exhibit A

Certificate of Designations
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Exhibit 31.1

NATURALSHRIMP INCORPORATED
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Gerald Easterling, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of NaturalShrimp Incorporated;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a—15(e) and 15d—15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a—15(f) and 15d—-15(f)) for the
registrant and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

NATURALSHRIMP INCORPORATED

Date: November 14, 2019 By: /s/ Gerald Easterling

Gerald Easterling
Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2

NATURALSHRIMP INCORPORATED
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, William Delgado, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q of NaturalShrimp Incorporated;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a—15(e) and 15d—15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a—15(f) and 15d—-15(f)) for the
registrant and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

NATURALSHRIMP INCORPORATED

Date: November 14, 2019 By: /s/ William Delgado

William Delgado

Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)




Exhibit 32.1

NATURALSHRIMP INCORPORATED
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Quarterly Report on Form 10-Q of NaturalShrimp Incorporated (the “Company”) as filed with the Securities and Exchange

Commission on the date hereof (the “Report”), the undersigned, in the capacity and on the date indicated below, hereby certifies pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to his knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operation of the Company.

NATURALSHRIMP INCORPORATED

Date: November 14, 2019 By: /s/ Gerald Easterling
Gerald Easterling
Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.2

NATURALSHRIMP INCORPORATED
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Quarterly Report on Form 10-Q of NaturalShrimp Incorporated (the “Company”) as filed with the Securities and Exchange

Commission on the date hereof (the “Report”), the undersigned, in the capacity and on the date indicated below, hereby certifies pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to his knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operation of the Company.

NATURALSHRIMP INCORPORATED

Date: November 14, 2019 By: /s/ William Delgado
William Delgado
Chief Financial Officer

(Principal Financial Officer and Principal Accounting
Officer)




