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Item 1.01 Entry into a Material Definitive Agreement
Effective August 17, 2017 (the “Effective Date”), we consummated the acquisition of Grom Holdings, Inc., a Delaware corporation (“Grom Holdings”). On May 15,
2017 we had executed the applicable Share Exchange Agreement (the “SE Agreement“) which contained several conditions to effectiveness, all of which were
satisfied by the Effective Date when we filed the Statement of Share Exchange with the Florida and Delaware Secretary of State offices, which was the final
condition that was needed to be met to make the transaction effective (the “Grom Acquisition” or “Transaction”). A copy of the definitive Share Exchange
Agreement was previously filed as an exhibit to our Form 8-K dated May 15, 2017.
On the Effective Date we issued an aggregate of 110,853,883 shares of our Common Stock to the Grom Holdings shareholders, pro rata to their respective
ownership. Each share of Grom was exchanged for 4.17 shares of Illumination Common Stock. As a result the stockholders of Grom are now stockholders of our
Company and the Grom shareholders own approximately 92% of our issued and outstanding shares of Common Stock.
Pursuant to the terms of the SE Agreement, we have also amended our Articles of Incorporation to increase our capitalization to 200,000,000 shares of Common
Stock authorized, as well as to change our name to “Grom Social Enterprises, Inc. (“Grom”)
All of the members of our Board of Directors, who are also the Board of Directors of Grom, remain and Darren Marks, formerly our Chairman, has become our
Chief Executive Officer and President and Melvin Leiner, formerly a director, is now also our Executive Vice President and Secretary. Ismael Llera, previously our
current sole officer, has resigned his positions with us but will assume the position of President of Illumination America Lighting, Inc., a to be formed wholly
owned subsidiary where our existing LED business will operate moving forward if we elect to continue these operations, of which there are no assurances.
DESCRIPTION OF GROM BUSINESS
As a result of the acquisition of Grom Holdings, Inc. we now operate our business through five wholly owned subsidiaries, including:
·
·
·
·
·

Grom Social, Inc., (“Grom Social”) a Florida corporation, incorporated in March 2012, through which we operate our social media network for children;
TD Holdings Limited, which we acquired in July 2016, is a Hong Kong corporation and the parent company of Top Draw Animation, Inc., a corporation
formed and operating in Manila, Philippines, through which we operate our animation business;
Grom Educational Services Inc., formed in February 2017, is a Florida corporation through which we operate our NetSpective WebFiltering services that
we provide to schools and libraries;
Grom Nutritional Services is Florida corporation formed in April 2017 through which we intend to market and distribute four flavors of a nutritional
supplement to children; and
Illumination America Lighting which operates the LED business, which was our principal business prior to the Grom acquisition.

Grom is a social media company for kids focused on producing original content and generating revenue from our website and synergistic subsidiary companies.
Although we have only generated minimal revenue to date, our core business is our social media website for children, which we refer to as “Grom Social.” The
concept for Grom Social was developed in 2012, by Zach Marks, who was 12 years old at the time and is the son of our CEO and Chairman, Darren Marks.
The name “Grom,” is derived from Australian surfing slang, and is defined by us to mean “a promising young individual who is quick to learn.” Visitors to our
Grom Social website located at www.gromsocial.com may log on via mobile phone, desktop computer or tablet and chat with friends, view original content or
play games created by us.
Our wholly owned subsidiary, Grom Social, Inc. was incorporated in Florida in March 2012. In May 2015, we incorporated Grom Holdings, Inc. in Delaware for
the purpose effecting a corporate reorganization pursuant to which Grom Social, Inc. would become a wholly-owned subsidiary of Grom Holdings, Inc. This
reorganization enabled us to eliminate a significant minority interest in a previously formed subsidiary and to better structure the capitalization of the Company to
attract future investment.
GROM SOCIAL
Grom Social’s business model is based upon providing children ages 5 through 16 with a safe environment on the Internet while promoting “fun,”
“wholesomeness” and “family values.” Since inception, we have generated in excess of 5.5 million users in over 200 countries and territories. We define a "user"
as any child between the ages of 5 and 16 who sign up for a Grom Social account. We require that each child receive parental approval to gain full access to the
Grom Social platform. In certain jurisdictions and circumstances, we allow parents, teachers, and guardians (collectively, “parents”) to sign up groups of children
at one time. As a result we have a grand total in excess of 10.0 million individuals in our database that we can contact and potentially monetize.
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We communicate with our database both actively, through email and a parent portal; and passively, through messaging on the child’s profile page and through
seventeen Grom characters. Additionally, we have the ability to communicate with users and parents regardless of where they may be navigating on our Grom
Social website. We have established the following safeguards and procedures to ensure that above all else, Grom Social is a safe place for children:
·

Account Approval: We have set up our account creation procedures to help ensure that only children between the ages of 5 and 16 can create an
account on Grom Social. According to our procedures, if a child submits a request to open an account on Grom Social, we send a notification to his or
her parents by email that their child has applied to create a Grom Social account. If the child’s parents approve the account, by using one of three
methods that are approved by the Children's Online Privacy Protection Act (“COPPA”) guidelines, the account is opened. If a parent’s approval is not
given, the account will not be opened and the child will have limited access to the Grom Social website.

·

Parental Involvement: By requiring parental approval to for a child open an account and to enable the child to interact with other users on Grom Social,
we hope to ensure that the parents are aware of and involved with Grom Social and their child’s activity on the site. Further, we believe that parental
involvement provides us with the ability to market products and services to parents.

·

Content Monitoring: We have software that monitors posts for inappropriate content using standard “key word” filter technology. If a post contains
inappropriate content, it will not appear on the website and the poster will be sent a warning about offensive content. We believe that through monitoring
content we can promote social responsibility and digital citizenship.

·

Anti-bullying: We have software that monitors Grom Social for bullying. In addition to monitoring the interaction between children on the website, we
also post messages on Grom Social that strongly emphasizes anti-bullying and actively promotes social responsibility and digital citizenship. Additionally,
our website has received the “KidSafe Seal of Approval”. The kidSAFE Seal Program is an independent safety certification service and seal-of-approval
program designed exclusively for children-friendly websites and technologies, including online game sites, educational services, virtual worlds, social
networks, mobile apps, tablet devices, connected toys, and other similar online and interactive services.

·

Use of “Gromatars”: Children on Grom Social create animated pictures, which we call “Gromatars,” to represent themselves on Grom Social without
providing a real life photo of themselves. Gromatars are viewed as profile pictures on a user’s home wall, and it’s what other user’s see when the user
leaves a comment or “like” on a public page. Kids can build and customize their Gromatars by selecting over 200 different options such as the eyes,
nose, hair, teeth, ears, skin color, hair style and color, etc.

We believe these safeguards are a critical component of our business model. We believe that children are increasingly accessing the internet at younger and
younger ages and therefore, the need for safe, age appropriate web venues for younger children to browse and interact with other children is increasing.
According to statistics compiled from several sources over the past few years on GuardChild.com (“GuardChild”), an organization focused on providing software
and applications to promote safe Internet browsing for children:
·
·
·

Approximately 81% of online 9-17 olds say they visited a social networking site in the past three months;
Approximately 41% of teens had a negative experience as a result of using a social networking site; and
Approximately 88% of teens have seen someone be “mean or cruel” to another person on a social networking site.

Grom Social Content
In addition to providing a safe social media platform for children to interact with their peers, we create our own content for Grom Social consisting of animated
characters we created, interactive chats, videos, blogs, and games only available on Grom Social. We believe that the content that we produce for Grom Social
meets our goals of providing wholesome family entertainment. Grom Social content includes:
·

Grom Stories: Our content team creates and posts various stories on the site covering a range of topics from digital citizenship to current happenings in
the “kid’s world”.

·

Grom Videos: Our content team produces and posts various videos covering a range of topics from highlighting a Grom Club Member (discussed
below) to the Marks Family reality show.

·

Grom Events: Our event staff attends various kids’ events and sets up a Grom station to introduce kids to Gromsocial.com.
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·

Grom Sports: A section on Grom Social that only covers sports.

·

Chats with Athletes: Users will be able to chat with professional athletes, and select, profiled users (“super kids”) directly on the Grom Social website.
For example, users can chat with Luke Marks and Caroline Marks, professional surfers and Zach’s brother and sister. Although currently available to all
users, we intend to limit Chats with Athletes to users that subscribe for Grom Club memberships.

·

Educational Content: We are providing children with tangible modes of learning, connecting and communicating with a diverse and growing group of
peers in a safe, user friendly environment. Materials are aimed at promoting drug and alcohol use awareness.

·

Animated Content : We produce our own content comprised of characters, interactive chats, videos, and blogs not available on any other internet
platform.

·

Online Games: We have created a proprietary game, called “Grom Skate” which is free on Grom Social.

According to Google Analytics, as of November 2016, the average online duration of an Internet user is approximately 18 minutes. Based upon the login
statistics for Grom Social, the average online duration of users logged onto Grom Social is approximately 50.4 minutes. We believe the longer duration time is a
result of our ability to better engage users through our original content.
Monetizing Grom Social
Since Grom Social’s inception in 2012 through the period ending July 2017, we have been focused on growing our user base and have invested approximately
$15 million in developing original content, technology, branding and marketing the “Grom” name. As a result of our focus on growing our user base over
monetizing advertisements or subscription programs, Grom Social has generated less than $25,000 in revenues to date.
While no assurances can be provided, we believe that with the acquisition of our animation business discussed below, we now have the infrastructure, tools and
funding to begin to generate meaningful revenues from Grom Social. We hope to generate revenues from Grom Social from the following sources:
·

·

Subscription Based Premium Content. We have completed software upgrades which will enable us to offer premium “VIP” content to users for which
they will be charged a monthly subscription fee. Users that sign up for this VIP program will become Grom Club Members. We expect to be able to offer
Grom Club Memberships during the fourth quarter of 2017. Grom Club Members will be able to:
Ø

Create and view interactive videos they can share with other Grom Club Members, with non-paying Grom users and with any other third parties;

Ø

Receive exclusive Gromatar options and accessories;

Ø

Have unlimited access to premium games;

Ø

Receive free monthly desktop screen savers and animated gifts;

Ø

Engage in exclusive chats with athletes;

Ø

Collaborate with Zach and other Grom Club Members with similar interests to create new Grom Social features;

Ø

Earn and collect “Grom Coin Packages” that can be used to purchase merchandise, play games or purchase other exclusive content on the Grom
Social website. Grom Club Members will earn Grom Coin Packages by participating in activities on Grom Social; and

Ø

Receive discounts on Grom merchandise.

Advertising Revenue. We believe the audience we cater to will attract a number of high profile companies to advertise on our Grom Social website and
mobile platforms. In addition, we intend to emphasize to advertisers what we believe is the unique level of parental involvement on Grom Social. We
have been approached by numerous entities to advertise on the Grom Social website, and have one program in early non-revenue testing. We expect to
enter into an agreement with an advertiser during the fourth quarter of 2017; and intend to charge each advertiser a fee and/or commission to advertise
a particular brand/product or service on our platforms.
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Longer Term Revenue Opportunities
In addition to the foregoing near term initiatives, we expect to add the following features to Grom Social to generate revenue:
Ø

Online Game Fees. The games currently available to users on Grom Social are free. We intend to offer Grom Social users an option to pay to play
exclusive games and/or pay for game upgrades. These games may be developed by us, such as Grom Skate or obtained from outside developers, and
adapted to use on Grom Social.

Ø

Licensing Merchandise Revenue. We believe we will generate merchandise revenue when members purchase Grom apparel and other goods
through our website and mobile app. We also anticipate entering into Grom licensing and merchandise agreements.

Top Draw Animation
Top Draw Animation (or “TDA”) is a full-service production and pre-production studio working with leading international clients. Top Draw Animation specializes
in producing 2D digital animation production services for series and movies, primarily for international television markets. Top Draw Animation provides its
services on a contract for services basis or under co-production arrangements. TDA is recognized by producers and broadcasters as a provider of quality
television animation and currently provides services to many high-profile properties, including Tom and Jerry, My Little Pony and Disney Animation’s Penn Zero:
Part-Time Hero. Top Draw Animation produces over two hundred half hour segments of animated content for television annually, which we believe makes it one
of the most prolific producers of animation for television anywhere in the world today.
Acquisition
In connection with Grom’s acquisition of TD Holdings, it issued to the sellers promissory notes in the amount of $4 million, 1,667,667 shares of Common Stock
and a cash payment of $2,000,000. Wayne Dearing, the current CEO of TD Holdings, was a 50% owner of TD Holdings and one of the sellers. Accordingly, he
received 50% of the purchase price and $2 million of notes are payable to him. Further, Mr. Dearing’s wife Stella is employed by Top Draw Animation at a salary
of $65,000 per year. See “Certain Relationships and Related Transactions,” below.
Additionally, Grom is required to make additional payments to the sellers, up to a maximum of $5,000,000 (“Earnout Payments”), if TD Holdings achieves certain
adjusted EBITDA targets (“EBITDA Targets”) during the three year period following the acquisition (the “Earnout Period”). The Earnout Payments, if any, will be
paid 25% in cash and the balance in shares of Common Stock. The number of shares issuable shall be determined by using a share price equal to the lower of
a 10% discount to Grom’s last private placement price per share prior to making the Earnout Payment, to a bona fide investor, and priced at arm’s length; or if
the Buyer Shares are listed on a recognized stock exchange and publicly traded and not suspended, at a 10% discount to the previous 20 day weighted average
closing price per share.
The applicable EBITDA Targets and Earnout Payments for each of the three years during the Earnout Period are as follows:
EBITDA Target
$2,400,000
$3,700,000

Earnout Payment
$1,666,667
$3,333,333

In the event that TD Holdings achieves an EBITDA in an Earnout Year greater than $2,400,000 but less than $3,700,000, the Earnout Payment is calculated by
multiplying $3,333,333 by the sum of “A” divided by “B” where:
“A” equals the sum of $3,700,000 less the EBITDA earned; and
“B” equals $1,300,000 (being the difference between $2,400,000 and $3,700,000).
The foregoing notwithstanding, in the event that TD Holding’s EBITDA in any 12 month period during the Earnout Years is equal to or greater than $3,700,000,
the full amount of the Earnout Payment will be paid one month after that EBITDA Target is achieved and no further Earnout Payments shall be made.
Based upon unaudited preliminary financial results for TD Holdings, no Earnout was achieved for the year ended December 31, 2016.
We believe that Top Draw Animation not only provides us with an important source of revenue, it also provides us with a source for animated content for Grom
Social and for original shows that can be viewed on Grom Social. We intend to develop a programming slate that will serve the entire family with premium,
original shows. We believe that the production of digital programming for viewing on Grom Social provides a tremendous opportunity for us by providing
animation to Grom Social that can be viewed for free, as well as special animation features that will be part of a subscription based premium program content
program described in the “Subscription Based Premium Content” section above.
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Expanding Operations
On March 24, 2017, we announced that Top Draw Animation was expanding its operations to address current and upcoming contractual commitments and
opportunities. In order to facilitate this change, TDA is in the process of increasing its current workforce by an additional 100 artists, bringing the workforce in
Manila to approximately 560-600 employees. Consistent with past practice, we will utilize our internal training programs for these artists to ensure maintenance of
high quality standards. Additionally, studio space will be also being increased accordingly to accommodate this expansion and this will include the addition of a
wellness center and expansion of our in-house Animation Café.
Marketing Initiatives and Growth
We intend to grow our business through a combination of marketing initiatives and synergistic acquisitions through which we can increase our Grom Social user
base.
We intend to grow the Grom Social user base by focusing on the following:
·

Providing Exclusive Content through Third Parties : Making exclusive Grom original content (i.e. Grom Stories, Grom Videos, Grom Events,
Exclusive Chats with Athletes, and Grom Spots) readily accessible on third party platforms to introduce parents and children to Grom and drive them to
our Grom Social website. For example, Zach Marks and his sister Caroline curate videos on our Grom YouTube channel which focus on our “Super
Kids” concept. Grom’s YouTube channel features creative videos that showcase the accomplishments of amazing kids.

·

Digital/Media and Corporate Partnerships and Relationships : Partnerships and relationships with digital/media companies and corporations that can
generate awareness of Grom and direct traffic to Grom Social.

·

Organic/Referral Programs: We intend to establish reward programs that encourage/reward Grom Club Members to refer friends to Grom Social. Such
awards may include Grom Coin Packages.

·

Terrestrial Events: Public events that build awareness, membership, and engagement with Grom (i.e. School Tours and Athletic Events.)

·

Search Engine Optimization and Social Media Optimization: We believe that Search Engine Optimization (“SEO”) will enable us to improve our page
rankings or search results (i.e. a higher rank on search results page), which we believe will increase awareness of Grom and result in increased traffic
and membership. Further, we believe SEO will increase the awareness of Grom to our target audience by using social media outlets and communities
(i.e. RSS Feeds, blogging sites, bookmarking sites, etc.) to generate viral publicity.

·

PTA Program. We have created a unique opportunity for Parent Teachers Associations and similar organizations to use the Grom Social website as a
source of fundraising. We intend to reach out to these organizations and propose that in exchange for them placing a hyperlink to Grom Social on their
organization’s website, we will pay to them a commission on users that sign up for Grom VIP Content.

Acquisition Strategy
Grom’s acquisition strategy is to acquire synergistic companies, products or intellectual property that will help grow our Grom Social user base. For example,
Grom’s acquisition of Top Draw Animation not only provides source of revenue, it also provides a source of content for Grom Social which we hope will attract
new users. In September 2016 we purchased the MamaBear application and website. In December 2016 we entered into a joint venture to develop a new drink
formulation to market to our Grom user base, and in January 2017 we acquired the assets of TeleMate’s NetSpective Webfiltering Division.
Currently MamaBear is generating approximately $1,100 per month in advertising revenue from advertisers and $1,700 per month in subscription revenue.
During the next few months we expect to introduce the MamaBear application to the entire Grom user base which we believe will help to significantly accelerate
the timeline for revenue recognition.
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Grom Nutritional Services
BondTech Agreement
In December 2016, Grom entered in an Agreement with Bond Technology Systems, Inc. (“BondTech”) a prominent manufacturer of proprietary liquid
supplements dealing with Fortune 500 clients and retailers to develop a new drink formulation for Grom. Founded in 1996, BondTech has developed numerous
proprietary formulations and innovative technology to serve industries including food and beverage, dietary supplements, health and wellness, and nutritionally
enhanced water. Under the terms of the Agreement, Grom formed a wholly-owned subsidiary, Grom Nutritional Services, Inc. (“GNS”), to initially market and
distribute four flavors of a nutritional supplement based supplement using the "Just Brilliant"TM to its user base of approximately 5 million children, as well as
their parents and guardians. Subsequent marketing efforts will be geared to the wholesale/retail grocery, convenience and big box sectors. The flavors are as
follows:
Ø

Mixed berry

Ø

Fruit punch

Ø

Apple

Ø

Orange/Vanilla

Bondtech has already provided in excess of $200,000 funding toward the formulation of the product, logistics and manufacturing. The formulation will be owned
by Grom with profits from the sale of the product split 50/50 between Bondtech and GNS.
Grom Educational Services Inc.
NetSpective Webfilter
On January 2, 2017, Grom acquired the web filtering assets of a software company, TeleMate.net based in Norcross, Georgia, that sells proprietary Internet
filtering software, NetSpective Webfilter to over 3,700 schools and in excess of over 2 million children and generates revenue and profit through a subscription
model. NetSpective products comply with The Children's Internet Protection Act (“CIPA”), which requires that K-12 schools and libraries in the United States use
Internet filters and implement other technology protection measures to protect children from harmful online content as a condition for federal funding.
As consideration for the acquisition, we issued the Seller a $1,000,000 Redeemable Convertible Note that accrues interest at the rate of 0.68% per annum and is
due on December 31, 2019. The Note is convertible into shares of our Common Stock at $0.78 per share during the term of the Note.
On January 27, 2017, we formed a Florida subsidiary, Grom Educational Services to operate the Netspective Webfilter division and to house the MamaBear
online application.
MamaBear
On September 30, 2016, Grom purchased an online application and website called “MamaBear.” Using MamaBear, a parent can follow and protect their child’s
online presence by monitoring their social networking/media accounts, including, Facebook, Instagram, Twitter and YouTube. MamaBear also has location
tracking and driver monitoring solutions so you can see where your child is online throughout the day and monitor their daily driving habits. Currently this
application is operating under GES.
Additionally, other features MamaBear has to offer are a check-in feature where your child can alert you from the app if there is an emergency or just checking
in. The application also allows for creation of restricted word lists, where a parent can create a list of restricted words that they deem are inappropriate which will
notify them when those words are used. A parent can also set up Safe Places where the parent can enter the physical addresses of safe places into the app that
when the child arrives or leaves the parent will be notified.
MamaBear works by installing the app on the parent’s and child’s phones and linking the account via mobile numbers. It has 3 tiers of pricing and app
accessibility. Just like Grom, MamaBear does not seek to restrict a child’s access to social media but it educates and give parents and children the tools to
improve safety and digital access they desire, while protecting children’s safety and online reputation, and connects the entire family for easy communication
right on a mobile device.
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Financial Overview
The following consolidated selected statements of operations and balance sheets for the periods ended December 31, 2016 and 2015 for Grom Holdings, are
unaudited and do not include material non-cash expenses for stock based compensation and other potential adjustments required by GAAP. These financial
statements are intended to provide basic financial information for Grom Holdings;and there can be no assurance that material adjustment will not be recorded
that will significantly change the selected financial information below.
Basis of presentation
Consolidated financial statements presented for the year ended for the year ended December 31, 2015 include the operations of Grom Holdings, Inc. and its
wholly-owned subsidiary, Grom Social Inc. Consolidated financial statements for the year ended December 31, 2016 reflect the operations of Grom Holdings,
Grom Social and six months activity for TD Holdings Grom Holdings, animation subsidiary based in Manila in the Phillipines operating under TDA Animation,
which was acquired on July 1, 2016.
Statements of Operations (unaudited)
Year Ended
12/31/2016 (1)
Revenues
Total operating expenses
Other income (expense)
Pre-tax profit (loss)

$
$
$
$

4,038,784
4,016,186
(858,294)
(3,526,034)

Year Ended
12/31/2015
$
$
$
$

208
3,734,004
(5,767,834)
(9,502,832)

(1) For the unaudited six-month period ended December 31, 2016, TDA generated approximately $4 million in revenue and $619,000 in pre-tax profit.
Balance sheets (unaudited)
12/31/2016

12/31/2015

Cash
Current assets
Total assets

$
$
$

443,112
1,738,438
17,412,692

$
$
$

2,442
16,052
73,165

Current liabilities (1)
Convertible debentures
Senior promissory notes
Total stockholder’s equity (deficit)

$
$
$
$

3,977,642
2,018,917
3,690,951
3,531,561

$

917,317
–
–
(844,150)

(1)

$

The balance as of December 31, 2016 includes $2,122,403 in officer loans

Market Opportunity
According to research conducted by The Joan Ganz Cooney Center, an independent research and innovation lab that focuses on educating children in a rapidly
changing media landscape, approximately 35% of the world’s population living in developed countries have access to the Internet and they believe that by the
year 2020, 65% to 70% of people worldwide or in excess of 5 billion people, will have Internet access. Currently, 6 billion people have access to cell phones, and
approximately 60% of teens have access to a smartphone. Further, 73% of teens in the United States use social networking sites, while 77% of teens in Europe
use social networking sites. In the United States alone, households with kids between the ages of 4-14 own digital devices and kids between the ages of 8-18
spent approximately 11 hours on those digital device each day.
While no assurances can be provided, we believe these numbers will continue to grow as technology continues to expand to parts of the world that do not have
Internet capabilities. Currently well-known applications/entities such as Facebook, Instagram, Twitter, You Tube, Snapchat, and many others are monetizing
these demographics though advertising, application downloads, streaming, gaming, merchandizing, and through other revenue drivers.
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Competition
We believe that the markets in which we compete are characterized by innovation and new and rapidly evolving technologies. We believe we will face significant
and intense competition in every aspect of our intended business, including from Facebook, YouTube, Twitter and Google, which offer a variety of Internet
products, services, and content, that will compete for our users Internet time and spending dollars. In addition to facing general competition from these large,
well-funded companies, we also face completion from smaller Internet companies that offer products and services that may compete directly with Grom Social
for users, such as Yoursphere, Fanlala, Franktown Rocks and Sweety High and others. Additionally, as we introduce new services and products, as our existing
services and products evolve, or as other companies introduce new products and services, we may become subject to additional competition from:
·
·
·

Companies that offer products that replicate either partial or the full range of capabilities we intend to provide.
Companies that develop applications, particularly mobile applications, that provide social or other communications functionality, such as messaging,
photo-and video-sharing, and micro-blogging.
Companies that provide web-and mobile-based information and entertainment products and services that are designed to engage our target audience
and capture time spent on mobile devices and online.

Many of these companies have substantially greater resources than us.
We believe that the following features differentiate us from our competitors and provide us with a possible competitive advantage with respect to our target
market:
·
·
·
·
·

We provide children with a social media experience in a safe and controlled environment;
We encourage significant direct parental involvement and oversight;
We produce and compelling content developed by kids and for kids;
We have developed a very comprehensive registration process to safely register children on the site;
We provide 24/7 live monitoring of the Grom Social website by trained individuals to help protect children from malicious content found on other social
networking sites available to children, supplemented by standard “bad word” filtering software; and

We believe that Grom Social is one of the only, if not the only, Internet platform that offers games, chatrooms, educational services, social interaction, exclusive
content, global connectivity and group collaboration to develop new content and activities based on user behavior in one platform.
Intellectual Property
To establish and protect our proprietary rights we rely on a combination of trademarks, copyrights, trade secrets, including know-how, license agreements,
confidentiality procedures, non-disclosure agreements with third parties, employee non-disclosure and invention assignment agreements, and other contractual
rights. We do not believe that our proprietary website is dependent on any single copyright or groups of related patents or copyrights. We currently own 34
trademarks and copyrights combined which includes our 17 Grom characters on our website.
Government Regulation
We are subject to a number of U.S. federal and state and foreign laws and regulations that affect companies conducting business on the Internet. Many of these
laws and regulations are still evolving and being tested in courts, and could be interpreted in ways that could harm our business. These may involve user privacy
and data protection, rights of publicity, content, intellectual property, advertising, marketing, distribution, data security, data retention and deletion, personal
information, electronic contracts and other communications, competition, protection of minors, consumer protection, telecommunications, product liability,
taxation, economic or other trade prohibitions or sanctions, securities law compliance, and online payment services. In particular, we are subject to federal,
state, and foreign laws regarding privacy and protection of people's data. Foreign data protection, privacy, and other laws and regulations can be more restrictive
than those in the United States. U.S. federal and state and foreign laws and regulations, which in some cases can be enforced by private parties in addition to
government entities, are constantly evolving and can be subject to significant change. In addition, the application, interpretation, and enforcement of these laws
and regulations are often uncertain, particularly in the new and rapidly-evolving industry in which we operate, and may be interpreted and applied inconsistently
from country to country and inconsistently with our current policies and practices. There are also a number of legislative proposals pending before federal, state,
and foreign legislative and regulatory bodies, including a data protection regulation that is pending final approval by the European legislature that may include
operational requirements for companies that receive personal data that are different than those currently in place in the European Union, and that will include
significant penalties for non-compliance. In addition, some countries are considering or have passed legislation implementing data protection requirements or
requiring local storage and processing of data or similar requirements that could increase the cost and complexity of delivering our services.
Our website follows the guidelines of the Children's Online Privacy Protection Act of 1998, 15 U.S.C. 6501–6505 (“COPPA”). COPPA imposes certain
requirements on operators of websites or online services directed to children under 13 years of age, and on operators of other websites or online services that
have actual knowledge that they are collecting personal information online from a child under 13 years of age.
Employees
Grom Social has 11 full-time employees including our executive officers, and 8 part time employees in the United States. Top Draw Animation has approximately
500-550 full time employees and one executive officer in the Philippines, and is expected to add approximately 100 more full time employees in 2017 to address
current business opportunities. Illumination America Lighting has one employee.

9

Facilities
In the United States, as a result of the Grom Acquisition we lease approximately 1,000 square feet of office space in Boca Raton, Florida at the rate of $2,000
per month pursuant to a three-year lease expiring in October 2018. Our Florida office houses our corporate headquarters and administrative staff.
Our animation business leases 2 floors comprising in the aggregate 17,500 square feet in the West Tower of the Philippine Stock Exchange Centre in Pasig
City, Manila. The space is used for administration and production purposes and we pay approximately $12,600 per month in the aggregate for such space (which
increases by 5% per year). Both leases for our animation business expire on December 31, 2019.
TDA is currently in the process of negotiating for approximately 3,000-5,000 square feet of additional space to accommodate the new incremental work force
needed to address current business in house. We believe that our negotiations for additional leased space will be successful, and that additional space increases,
if needed, are available at current prices within the same building.
We believe our leased space for the present time is adequate and additional space at comparable prices is available at all locations.
Legal Proceedings
From time to time we may be named in claims arising in the ordinary course of business. Currently, no legal proceedings or claims are pending or have been
threatened against or involve us that, in the opinion of management, could reasonably be expected to have a material adverse effect on our business and
financial condition.
SECURITY OWNERSHIP OF CERTAIN STOCKHOLDERS AND MANAGEMENT
The following tables set forth certain information regarding the beneficial ownership of our Common Stock as the date of this Report by (i) each person who, to
our knowledge, owns more than 5% of our Common Stock; (ii) each of our directors and executive officers; and (iii) all of our executive officers and directors as a
group. Unless otherwise indicated in the footnotes to the following tables, each person named in the table has sole voting and investment power.
For purposes of this table, 19,707,100 shares of Common Stock subject to options or warrants currently exercisable or exercisable within 60 days of the Effective
Date are deemed outstanding.
# of
Common Shares

% of
Class

Class of Securities

Name and Address

Common

Darren Marks (1)(2)
2060 NW Boca Raton Blvd., #6,
Boca Raton, FL, 33431

24,751,931

17.6%

Common

Melvin Leiner (1)(2)
2060 NW Boca Raton Blvd., #6,
Boca Raton, FL, 33431

18,361,781

13.0%

Common

Dr. Thomas Rutherford (1)(4)
2060 NW Boca Raton Blvd., #6,
Boca Raton, FL, 33431

3,806,574

2.7%

Common

Mark Arzoomanian
60 Julia Street
Closter, NJ 07624

7,045,278

5.0%

Common

Wayne Dearing (1)
2060 NW Boca Raton Blvd. #6
Boca Raton, Florida 33431

3,704,349

2.6%

Common

All Officers and Directors

50,624,635

35.9%

as a Group (4 person) (2)(3)(4)

_______________
(1)

Officer and/or director of our Company.
Common Shares held under the name Family Tys, LLC. The total number of Common Shares listed includes 9,382,500 vested shares of
Common Stock underlying stock options exercisable at prices between $.36 and $.78 per share.
(2) Represents
(3)

Held under the name 4 Life LLC. The total number of Common Shares listed includes 9,382,500 vested shares of Common Stock underlying stock options
exercisable at prices between $.36 and $.78 per share.
(4)

The total number of common shares listed includes 542,100 vested stock options at an exercise price of $.78 per share and 400,000 warrants exercisable at
$1.50 per share. 291,900 shares underlying issued stock options which vest at the rate of 41,700 shares per month, are not included.
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DIRECTORS AND EXECUTIVE OFFICERS
The following persons are our executive officers and directors and hold the positions set forth opposite their name as a result of the Grom acquisition:
Name
Darren Marks
Mel Leiner
Dr. Thomas Rutherford
Wayne Dearing

Age
50
77
62
61

Position
Chairman of Board and Chief Executive Officer;
Chief Operating Officer, Chief Financial Officer, Executive Vice President,
Secretary, Director
Director
President, Top Drawer Animation

New Member of Management
Wayne Dearing has served as the Executive Vice-President of Global Finance for Grom Social, Inc. since July 1, 2016 and he has served as Director of TD
Holdings Ltd since September 2005, as Managing Director of Top Draw Animation Hong Kong Limited since November 2002, as Managing Director of Top Draw
Animation Inc. since November 1999 and as Managing Director of Mango Distribution Ltd since June 2006. During Mr. Dearing’s long career he has also served
as financial and operations leader of Hanna-Barbera Australia and Hanna-Barbera, Asia and General Manager of multiple divisions Broadcom Australia, which at
the time was one of Australia’s largest independent media companies. He devotes substantially all of his time to the affairs of Top Draw Animation.
Messrs. Marks, Leiner and Rutherford were all directors of our Company prior to the Grom Acquisition. Mr. Marks and Mr. Leiner assumed their respective
executive office positions following the Effective Date. Ismael Llera, previously our current sole officer, has resigned his positions with us but will assume the
position of President of Illumination America Lighting, a to be formed wholly owned subsidiary where our existing LED business will operate moving forward.
Advisory Board
Eric Tannenbaum is one of the former Executive Producers of CBS’ ”Two and a Half Men” and “We are Men.” Prior to establishing his own production company,
Mr. Tannenbaum was President of Artists Television Group, of which he was a producer. He previously served as President of Columbia TriStar Television.
During his tenure, the studio produced such hits as “Mad About You,” “Party of Five,” “Dawson’s Creek,” “The Nanny,” and “The Odd Couple.”
Alice Cahn is a former VP of Development and Acquisitions for Turner Broadcasting’s Cartoon Network and founder of Carton Network’s award winning "Stop
Bullying: Speak Up” project. Prior to working with Turner, Ms. Cahn served as PBS’ head of Children’s Programming, acquiring the network’s highest rated and
most profitable youth series: “Barney,” “Arthur,” “The Magic Schoolbus” and “Teletubbies,” and was Group President of Television, Film, and Video at Sesame
Workshop.
Bob Higgins is the Executive Vice-President of Freemantle Media Kids & Family Entertainment, charged with the overall creative vision for the company’s kids
and family business. FMK is the #1 independent producer of children’s content in the world. Mr. Higgins was also the executive producer of the Ricky Gervais
Show, the Emmy-nominated HBO primetime animated series.
EXECUTIVE COMPENSATION
Employment Agreements
Darren Marks has been our Chairman of the Board since our inception. He is now also our CEO. Pursuant to an employment agreement dated June 1, 2016,
between Mr. Marks and Grom, Mr. Marks agreed to serve as our and Grom’s, Chairman and Chief Executive Officer and is entitled to receive a base salary of
$245,000 per year, subject to annual adjustments as may be approved by our Board of Directors. Due to management’s efforts to minimize stock dilution and
corporate debt, as of June 30, 2017, Mr. Marks had deferred a total of $$274,589 of his salary and additionally and through his family trust, Mr. Marks doesn’t
expect to demand payment of this debt due for the foreseeable future.
As part of his compensation arrangement, Mr. Marks can earn a cash bonus of up to 80% of his annual base salary if we attain certain operating objectives, and
will receive health benefits, life insurance and retirement plans offered by us. Mr. Marks employment agreement has an initial term of 3 years, and provides for
automatic extensions for additional two year periods if neither party submits a notice of termination at least three 90 days prior to the end of the then-current
term.
Pursuant to the terms of Mr. Marks’ employment agreement, upon a termination by us without cause prior to the expiration of the initial 3 year employment term
or upon a termination as a result of the expiration of the initial term or any renewal term, he is entitled to eighteen (18) months of salary and any health benefits.
In the event that Mr. Marks’ employment is terminated as a result of his death or disability, we shall pay to Mr. Marks or his estate all earned but unpaid base
salary plus an additional twelve (12) months of base salary and benefits payable by us.
Mr. Marks’ employment agreement also contains restrictive covenants, including a covenant not to compete and a covenant not to disclose confidential
information for the one-year period following the termination of his employment.
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Melvin Leiner has been a director of Grom since its inception. He is now COO, Vice President and Secretary. Pursuant to an employment agreement dated
June 1, 2016, between Mr. Leiner and us, Mr. Leiner agreed to serve as our and Grom’s, Vice Chairman, Secretary and Chief Operating Officer and is entitled to
receive a base salary of $237,000 per year, subject to annual adjustments as may be approved by our Board of Directors. Due to management’s efforts to
minimize stock dilution and corporate debt, as of June 30, 2017 Mr. Leiner had deferred a total of $$243,388 of his salary. As part of his compensation
arrangement, Mr. Leiner can earn a cash bonus of up to 80% of his annual base salary if he and the Company attain certain operating objectives, and will
receive health benefits, life insurance and retirement plans offered by us. Mr. Leiner’s employment agreement has an initial term of 3 years, and provides for
automatic extensions for additional two year periods if neither party submits a notice of termination at least three 90 days prior to the end of the then-current
term.
Pursuant to the terms of Mr. Leiner’s employment agreement, upon a termination without cause by us prior to the expiration of the initial 3 year employment term,
or upon a termination as a result of the expiration of the initial term or any renewal term, he is entitled to eighteen (18) months of salary and any health benefits.
In the event that Mr. Leiner’s employment is terminated as a result of his death or disability, we shall pay to Mr. Leiner or his estate all earned but unpaid base
salary plus an additional twelve (12) months of base salary and benefits payable by us.
Mr. Leiner’s employment agreement also contains restrictive covenants, including a covenant not to compete and a covenant not to disclose confidential
information for the one-year period following the termination of his employment.
Marks Family. In recognition of the extensive work performed and to be performed in furthering the Grom brand name and website, we have engaged Mr.
Marks’ wife Sarah; his sons Zach the founder of Grom, Luke and Jack, and his daughter Caroline as independent contractors. Their annual salaries are as
follows: Sarah $33,600, Zach $90,000 (of which 69,375 has been deferred), Luke $20,000, Jack $7,200 and Caroline 15,000. The total annual compensation
payable to these five individuals is $165,800, which the Company believes is below market rate for the value of the services performed. This expenditure for
services provided by the Marks family is expected to continue for the foreseeable future Members of the Marks family are actively involved on a daily basis in
creating all of the current content for the website which includes numerous videos on social responsibility, anti-bullying, digital citizenship, unique blogs and
special events. Additionally the entire family is working on creating a future family reality show to attract future users to the Grom Social website.
CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
In January 2016, Dr. Thomas J. Rutherford loaned Grom the principal amount of $200,000. The note bore interest at a rate of 9% per year and was payable
semi-annually. In connection with the note Grom issued to Dr. Rutherford 16,666 shares of Common Stock. In November 2016, Dr. Rutherford voluntarily
converted his Note into 310,014 shares of Grom’s Common Stock ($0.65 per share).
In order to minimize share dilution, Messrs. Marks and Leiner have made numerous loans to Grom. As of June 30, 2017, the aggregate amount of loans made
from Darren Marks’ family trust and from Melvin Leiner’s family trust, were $1,741,996 and $1,160,818 respectively. These loans are in the form of non-interest
bearing loans, callable on demand, by Mr. Marks and Mr. Leiner. Currently, Mr. Marks and Mr. Leiner have no intention of calling these loans.
In connection with Grom’s acquisition of TD Holdings, it issued to the sellers Notes in the amount of $4 million, 1,667,667 shares of Common Stock and a cash
payment of $2,000,000. Wayne Dearing, the current CEO of TD Holdings, was a 50% owner of TD Holdings and one of the sellers. Accordingly, he received 50%
of the purchase price and $2 million of notes are payable to him. Mr. Dearing, pursuant to a letter agreement receives approximately $350,000 annually in
compensation. Further, Mr. Dearing’s wife Stella is employed by Top Draw Animation at a salary of $65,000 per year.
Additionally, Grom is required to make additional payments to the sellers, up to a maximum of $5,000,000 (“Earnout Payments”), if TD Holdings achieves certain
adjusted EBITDA targets (“EBITDA Targets”) during the three year period following the acquisition (the “Earnout Period”). The Earnout Payments, if any, will be
paid 25% in cash and the balance in shares of Common Stock. The number of shares issuable shall be determined by using a share price equal to the lower of
a 10% (ten) percent discount to Grom’s last private placement price per share prior to making the Earnout Payment, to a bona fide investor, and priced at arm’s
length; or if the Buyer Shares are listed on a recognized stock exchange and publicly traded and not suspended, at a 10 percent discount to the previous 20 day
weighted average closing price per share.
The applicable EBITDA Targets and Earnout Payments for each of the three years during the Earnout Period are as follows:
EBITDA Target
$2,400,000
$3,700,000

Earnout Payment
$1,666,667
$3,333,333

In the event that TD Holdings achieves an EBITDA in an Earnout Year greater than $2,400,000 but less than $3,700,000, the Earnout Payment is calculated by
multiplying $3,333,333 by the sum of “A” divided by “B” where:
“A” equals the sum of $3,700,000 less the EBITDA earned; and
“B” equals $1,300,000 (being the difference between $2,400,000 and $3,700,000).
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The foregoing notwithstanding, in the event that TD Holding’s EBITDA in any 12 month period during the Earnout Years is equal to or greater than $3,700,000,
the full amount of the Earnout Payment will be paid one month after that EBITDA Target is achieved and no further Earnout Payments shall be made.
Based upon unaudited preliminary financial results for TD Holdings, no Earnout was achieved for the year ended December 31, 2016.
Until the Effective Date Grom leased space from Illumination America, Inc.
Mr. Marks’ son Zach and his wife Sarah are employees of Grom. His sons Luke and Jack, and daughter Caroline are employed by Grom as independent
contractors. Their annual salaries are as follows: Sarah $35,600, Zach $90,000 (of which $69,375 has been deferred), Luke $18,000, Jack $7,200 and Caroline
$15,000. The total annual compensation payable to these five individuals is $165,800, which Grom believes is below market rate for the value of the services
performed. This expenditure for services provided by the Marks family is expected to continue for the foreseeable future.
DESCRIPTION OF CAPITAL STOCK
Authorized Capital Stock
As part of the terms of the Grom Acquisition, our shareholders amended our Articles of Incorporation to increase our authorized capital stock to 200,000,000
shares of Common Stock, par value $0.001 per share and 10,000,000 shares of Preferred Stock, $0.001 par value.
INFORMATION RELATING TO OUR SECURITIES
Prior to the Effective Date, there were 10,264,744 shares of our Common Stock issued and outstanding. Each share entitles the record holder to one vote on all
matters that are presented to shareholders for their consideration. As a result of the Grom Acquisition, we now have 121,118,637 shares of Common Stock
issued and outstanding, with 200,000,000 shares of Common Stock authorized.
Issued and Outstanding Capital Stock
After giving effect to the Grom Acquisition, our issued and outstanding securities as of the date of this Report are as follows:
·
·

121,118,637 shares of Common Stock;
No shares of Preferred Stock issued our outstanding

Potential Dilutive Common Shares Issuable
·
·
·

Options\warrants to purchase up to 37,097,617 shares
Convertible Notes, convertible into an aggregate of 1,456,827 shares
Estimated 3,750,000 Common Shares reserved for issuance pursuant to the TDA Contingent Earnout assuming a conversion price of $1.00 per share
and full Earnout achieved

Description of Common Stock
The holders of Common Stock are entitled to one vote per share on all matters submitted to a vote of the stockholders, including the election of directors.
Generally, all matters to be voted on by stockholders must be approved by a majority (or, in the case of election of directors, by a plurality) of the votes entitled to
be cast by all shares of Common Stock that are present in person or represented by proxy. Except as otherwise provided by law, amendments to the articles of
incorporation generally must be approved by a majority of the votes entitled to be cast by all outstanding shares of Common Stock. The amended and restated
Articles of Incorporation do not provide for cumulative voting in the election of directors. The Common Stock holders will be entitled to such cash dividends as
may be declared from time to time by the Board from funds available. Upon liquidation, dissolution or winding up of the Company, the Common Stock holders
will be entitled to receive pro rata all assets available for distribution to such holders.
Description of Preferred Stock
We are authorized to issue up to 25,000,000 shares of Preferred Stock, par value $0.001 per share. No shares of Preferred Stock are issued or outstanding.
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All shares of the designated and the undesignated Preferred Stock are issuable on such other terms and conditions as the Board may determine at or prior to
issuance, without further action of the stockholders. Such preferred shares may or may not be: issued in series, convertible into shares of Common Stock,
redeemable by us and entitled to cumulative dividends. Other terms and conditions may be imposed at the time of issuance.
Unless specifically issued without such rights, the holders of Preferred Stock are entitled to one vote for each share held on all matters submitted to a vote of
shareholders. Future issuance of shares of preferred stock, or the issuance of rights to purchase such shares, could be used to discourage an unsolicited
acquisition proposal. For instance, the issuance of a series of Preferred Stock might impede an acquisition or other business combination by including class
voting rights that would enable the holder to block such a transaction, or facilitate a business combination by including voting rights that would provide a required
percentage vote of the stockholders. In addition, under certain circumstances, the issuance of Preferred Stock could adversely affect the voting power of the
holders of the Common Stock.
Although the Board of Directors is required to make any determination to issue such stock based on its judgment as to the best interests of our shareholders, our
Board of Directors could act in a manner that would discourage an acquisition attempt or other transaction that some, or a majority, of the shareholders might
believe to be in their best interests or in which stockholders might receive a premium for their stock over the then market price of such stock. Our Board of
Directors does not at present intend to seek stockholder approval prior to any issuance of currently authorized stock, unless otherwise required by law or stock
exchange rules. We have no present plans to issue any Preferred Stock.
Description of Warrants, Options and Convertible Notes
Prior to the Effective Date Grom had issued options to numerous persons to purchase an aggregate of 8,605,000 shares of Common Stock, which converted to
an aggregate of 35,882,850 shares subject to option upon the Effective Date, ranging in exercise prices from $.24 to $.78 per share. Common Stock Purchase
Warrants in the amount of 107,000 shares were also issued prior to the Effective Date, which converted to 446,190 shares following the Grom Acquisition, all of
which are exercisable at a price of $.34 per Warrant. Additionally, there are 768,577 warrants issued prior to the Grom Acquisition outstanding at exercise prices
between $1.00 and $1.50.
As of the Effective Date Grom had $1,125,000 in unsecured convertible notes outstanding. All of these notes are convertible at a fixed price of $0.77 per share or
a total of 1,456,827 shares of Common Stock. One note amounting to $1,000,000 related to the acquisition of NetSpective has a maturity date of December 31,
2019. The remaining $1,125,000 of convertible notes have maturity dates at various times during 2018.
Item 5.01.

Changes in Control of the Registrant.

As a result of the Grom Transaction, the ownership holdings of management increased but did not result in a change in control of our Company. The disclosure
set forth in Item 2.01 to this Current Report is incorporated into this item by reference.
Item 5.02.

Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.

The disclosure set forth in Item 2.01 to this Current Report is incorporated into this item by reference.
Item 7.01 Regulation FD Disclosure
Our Press Release relating to the acquisition of Grom described above is attached as Exhibit 99.3 and is hereby incorporated as if set forth.
Item 9.01 Financial Statements and Exhibits
(a) Financial Statements and Pro forma Financial Information
The Registrant hereby undertakes to file with the US Securities and Exchange Commission an amendment to this Form 8-K, to include independent audit of its
financial statements for the fiscal years ended December 31, 2016 and 2015 and notes thereto, unaudited interim periods financial statements and pro forma
consolidated financial statements in accordance with Item 9.01(a) and (b) within 75 days of the Effective Date.
(b) Exhibits. The following exhibits are included in this report:
No.
3.3
10.4
10.5
10.6
99.3

Description
Amendment to Articles of Incorporation
Employment Agreement with Darren Marks
Employment Agreement with Melvin Leiner
Acquisition Agreement of TD Holdings
Press Release Announcing Acquisition of Grom Holdings Inc.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
GROM SOCIAL ENTERPRISES, INC., f/k/a
ILLUMINATION AMERICA, INC.
(Registrant)
Dated: August 21, 2017

By: /s/ Darren Marks
Darren Marks,
Chief Executive Officer
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Exhibit 3.3

I certify from the records of this office that GROM SOCIAL ENTERPRISES, INC. is a corporation organized under the laws of the State of Florida,
file don August 4, 2014, effective October 6, 2009.
The document number of this corporation is P14000065450.
I further certify that said corporation has paid all fees due this office through December 31, 2017, that its most recent annual report/uniform
business report was filed on January 9, 2017 and its status is active.
I further certify that said corporation has not filed Articles of Dissolution.

1

I certify the attached is a true and correct copy of the Articles of Amendment, filed on August 17, 2017, to Articles of Incorporation for
ILLUMINATION AMERICA, INC. which changed its name to GROM SOCIAL ENTERPRISES, INC., a Florida corporation, as shown by the
records of this office.
The document number of this corporation is P14000065450.

2

3

4

5

ATTACHMENT TO AMENDMENT TO ARTICLES OF INCORPORATION
OF

ILLUMINATION AMERICA, INC.

I. CAPITAL STOCK
The aggregate number of shares which the corporation shall have authority to issue is two hundred twenty five million (225,000,000) shares,
of which two hundred million (200,000,000) shall be Common Shares, $.001 par value per share and twenty five million (25,000,000) shall be
Preferred Shares, $.001 par value per share, and the designations, preferences, limitations and relative rights of the shares of each such class
are as follows:
The balance of the Articles of Incorporation shall remain as stated.
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Exhibit 10.5
EMPLOYMENT AGREEMENT
This EMPLOYMENT AGREEMENT (this “Agreement”) is entered into on June 1, 2016 and is effective for all purposes as of the Effective Date (as defined
below), by and between Grom Holdings, Inc./Grom Social Inc. a Florida corporation (the “Company”, or “Grom”), and Darren M. Marks (the “Executive”).
RECITALS:
WHEREAS, the Company and the Executive now desire to enter into this Agreement to memorialize the terms and conditions under which the Executive
shall hereinafter serve as the President of the Company.
NOW, THEREFORE, in consideration of the foregoing and of the respective covenants and agreements set forth below, and for other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, and intending to be legally bound, the parties hereto agree as follows:
1 .
Certain Definitions. The following capitalized terns shall have the following meanings. All other capitalized terms used herein shall have the
meanings set forth in this Agreement.
(a)
“Cause”: For purposes of this Agreement, the Company shall have “Cause” to terminate the Executive's employment hereunder for any of the
following actions: (i) the Executive causing material harm to the Company through (A) an uncured material breach by the Executive of the terms and provisions
of this Agreement or (B) the commission by Executive of an act or acts of gross negligence, dishonesty, fraud or willful malfeasance in the performance of his
duties hereunder, (ii) Executive is convicted of, or pleads guilty or nolo contendere with respect to, theft, fraud, a crime involving moral turpitude or a felony
under federal or applicable state law, or (iii) the Executive's uncured failure to perform his material duties under this Agreement.
(b)

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

(c)

“Contract Year” shall be a calendar year.

(e)
“Disability” shall mean the absence of the Executive from the Executive's duties to the Company for a total of 30 consecutive days, or 60 days
during any one six month period as a result of incapacity due to mental or physical illness which is determined to be total and permanent by a physician selected
by the Company and acceptable to the Executive or the Executive's legal representative (such agreement as to acceptability not to be withheld unreasonably).
(f) “Effective Date” means June 1, 2016,
(g)

“Good Reason”: The Executive shall have Good Reason to resign from employment upon the occurrence of any of the following events:
(i)
any material adverse change in the Executive's job titles, duties, responsibilities, perquisites granted hereunder, or authority without his
consent;
(ii)
a material breach of this Agreement by the Company, including without limitation, the failure to pay compensation or benefits when due
hereunder.

The Executive must provide to the Company written notice of his resignation within ten (10) days following the occurrence of the event or events constituting
Good Reason and the Company shall have a period of thirty (30) days following its receipt of such notice (the “Cure Period”), the Executive shall still be entitled
to pay and benefits during the period in which to cure such event or events. If the Company does not cure the event or events constituting the basis for Good
Reason by the end of the Cure Period, the Executive may resign from employment within seven (7) days immediately following the last day of the Cure Period. A
resignation or other voluntary termination of employment by the Executive that does not comply with the requirements of this Section 1(g) shall not constitute
termination for Good Reason.
(h)
“Section 409A” shall mean, collectively, Section 409A of the Internal Revenue Code of 1986, as amended, and the Department of Treasury Regulations
and other interpretive guidance promulgated thereunder, including without limitation any such regulations or other guidance that may be issued after the date of
this Agreement.
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1. Responsibilities
Your title will be Vice Chairman, Secretary, and Chief Executive Officer of Grom Holdings, Inc./Grom Social, Inc. (hereinafter, the “Company”) and this agreement
will be effective upon the date of execution (hereinafter, the “Effective Date”). In this position you will be responsible for the leadership, operating, and financial
results of the Company. This position will be located in Boca Raton, Fl. unless the Company offers you a mutually agreed upon full relocation package. This
package would include the purchase of your home at 90% of the current appraised value and the reimbursement of customary, as well as reasonable relocation
expenses. You will report directly to the Company's Board of Directors.
2. Term of Employment
The Term of this Agreement shall commence on the effective date and shall continue for a period of three years (3) years (hereinafter the “Initial Term”).
Thereafter, the term of the Agreement shall be automatically extended for successive and additional two (2) year periods, unless either party shall provide a
written notice of termination to the Company, ninety (90) days prior to the end of the Initial Term or an extended term. The Term of this Agreement is subject to
early termination in accordance with the provisions set forth in Section 4 hereof.
3. Compensation and Benefits
You shall be entitled to:
3.1

A Base Salary targeted at the annual rate of $245,000 or $20,464 per month,

3.2
Your minimum annual Base Salary will commence as of June 1, 2016 any shortfalls in your targeted monthly Base Salary rate of $20,464 and the
actual monthly Base Salary rate paid will be accrued and distributed immediately upon the availability of funds. Further, during the term of this agreement, your
Base Salary will be reviewed annually by the Board of Directors, to determine the amount your Base Salary should be increased in light of your duties,
responsibilities, and performance. Your minimum Base Salary increase will be 5% and your first annual increase will take effect as of 1/ 1/17. Additional
increases will be awarded as of the 1st of every year as long as this agreement is in effect.
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3.3
You will be eligible to participate in the Company's Incentive Plan, with an annual incentive plan target of 80% of your Base Salary, Your
participation in the plan will begin as of the effective date. Additionally, you will eligible to participate in the Company's Equity Incentive Plan. The conditions of
these options will be detailed in your individual Stock Option Agreement and Certificate document.
3,4

You will be eligible to participate in health benefits, life insurance, as well as any other retirement plans offered by the Company.

3.5
You will be eligible for three (3) weeks of vacation during each year of this Agreement, or such greater period as the Board shall approve, and to the
number of paid holidays given by the Company to its employees generally, without reduction in salary or other benefits.
3.6
Reimbursement from the Company for all reasonable and customary expenses incurred by you in performing services under this Agreement,
including: travel expenses and other out-of-pocket expenses, in accordance with your expense account and the Company's reimbursement policies and provided
that you shall submit reasonable documentation with respect to such expenses.
4. Termination of Employment
4.1

Events of Termination

Your employment with the Company may be terminated prior to the expiration of the Term (initial or otherwise) set forth in Section 2 hereof as follow:
(a) With Cause. Your employment with the Company may be terminated at any time for “Cause.” As used in this Agreement, the term “cause” shalt mean (i)
any material breach by you of any material provision of this Agreement, which, if curable is not fully cured to the reasonable satisfaction of the Company within
thirty (30) days after written notice thereof, or (ii) your committing an act of theft, fraud, embezzlement with regard to the Company or your conviction of a felony,
for purposes hereof, no act or failure to act, on your part shall be deemed “willful” unless done, or omitted to be done, by you not in good faith and without
reasonable belief that your act, or failure to act, was in the best interest of the Company.
(b) Without Cause; Good Reason. Your employment with Company may be terminated, by either party, upon not less than ninety (90) days prior written
notice to the other, without Cause by the Company or for “good reason” by you. As used herein, the term “Good Reason” shall mean the occurrence, without
your consent, or for any the following reasons” (i) any material diminution of your positions, duties or termination of your employment for Cause or disability or as
a result of your death, or temporarily as a result of your illness or other absence; and (ii) any material breach of the Company of any material provision of this
Agreement; provided however, that you provide the Company with written notice of such breach with a thirty (30) day opportunity for the Company to cure the
grounds which you believe have resulted in such breach.
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(c) Death. in the event of your death, your employment with the Company shall terminate on the date of your death.
(d) Disability. In the event of your disability (as defined below), the Company may terminate your employment by giving a written notice of termination. Such
notice shall specify the date of termination, which date shall not be earlier than thirty (30) days after such notice is given. For purposes of this Agreement,
“Disability” means your inability to substantially perform your duties hereunder for ninety (90) consecutive days or one hundred eighty (180) days out of 365 days
as a result of a physical or mental illness, all as determined in good faith by the Board following consultation with medical or mental health expert(s) selected by
the Board.
5. Company's Obligations Upon Termination
Following the termination of your employment under the circumstances described below, the Company shall pay to you the following compensation and provide
the following benefits in full satisfaction and final settlement of any and all claims and demands that you now have or hereafter may have against the Company
in connection herewith:
(a) Termination Without Cause by the Company or with Good Reason by You or Failure by the Company to Extend your Term.
In the event that your employment is terminated by the Company prior to the expiration of the initial term the company will pay you your base salary and
health benefits for a minimum of eighteen months (18) of salary and health benefits. Lastly, if you are terminated due to the expiration of the Initial Term or
any renewal term you will be entitled to the payment of your annual base salary and health benefits for a period of eighteen (18) months from the date of
expiration. All compensation and benefits received are subject to an obligation on your part to obtain gainful or other employment during the severance
period and provided that payments made during this period shall be reduced, on a dollar-for-dollar basis by the amount of any income generated by you in
any capacity or in any position including, but not limited to, any income you earn as a employee, consultant, agent, representative, principal, officer, or
director with any person or entity during such period. In addition, the Company shall reimburse you for any expenses incurred through the date of such
termination in accordance with Section 3.6 hereof and (ii) you are entitled to retain all equity granted to you including vested as well as unvested shares in
accordance with Section 3.3 hereof, You will have ten (10) years to exercise all options and ownership.
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(b) Termination by the Company for Cause .
In the event that your employment shall be terminated by the Company pursuant to Section 4.1(i) hereof (or if you voluntarily resign otherwise than in
accordance with Section 4.1(ii) hereof prior to the expiration of the then current term of this Agreement, other than any base salary earned by you on or prior
to the date of such termination, but not paid. In addition, the Company shall reimburse you for any expenses incurred through the date of such termination in
accordance with Section 3.6 hereof and you shall be entitled to retain your vested equity prior to the termination of this Agreement in accordance with
Section 3.3 hereof. Upon termination for cause by the Company, all of you rights under this Agreement (except as otherwise set forth herein) shall
immediately terminate and the Company shall have no further obligation to you.
(c) Termination Upon Your Death or Disability .
In the event that your employment shall be terminated pursuant to Sections 4.1(c) or 4.1(d) hereof, (i) the Company shall pay you (or your estate or legal
representatives): all base salary earned, but unpaid, plus an additional 12 months of salary and benefits payable on the company's regularly scheduled pay
periods and shall reimburse you (or your estate or legal representatives) for any expenses incurred through the date of such termination in accordance with
Section 3.6 hereof and (ii) you are entitled to retain all equity granted to you including vested as well as unvested shares in accordance with Section 3.3
hereof. You will have ten (10) years to exercise all options and ownership.
6. Nature of Payments.
All amounts to be paid by the Company to you pursuant to this Agreement (other than Base Salary or reimbursement of expenses) shall be considered by the
parties to be deemed “severance” payments. In the event that such payments shall be treated as damages, it is expressly acknowledged by the parties hereto
that damages to you for termination of employment would be difficult to ascertain and the above amounts are reasonable estimates thereof and are not a penalty.
7. Confidentiality and Non-Competition.
In view of the unique and valuable services, you are expected to render to the Company and you acknowledge the existence of confidential information
regarding the business of the Company, you hereby agree NOT to engage in any business activity that is in competition with, or has a similar nature to, that
which you perform at the Company in relation to the Company or other agreed assignments for the Term of this Agreement, plus one (1) year after the Term of
this Agreement without written consent of the company;
Further, you agree:
Your services are unique and extraordinary and essential to the business of the Company in part since you will have access to the customer lists of the
Company and other privileged and confidential information essential to the Company's business. Therefore, you agree that, if your employment shall terminate at
any time, you, for a period of one (1) year after such termination, shall not disclose such privileged and confidential information without the prior written approval
of the Company. Further, upon request, you agree to return to the Company any information you may have obtained as a result of your employment with the
Company; and
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That the remedy at law for any breach of any of the foregoing will inadequate and that the Company, in addition to any remedy at law, will be entitled to injunctive
and other relief in cases of any such breach.
8. Miscellaneous
8.1 Governing Law. This agreement shall be governed by the construed in accordance with the laws of the State of Florida without regard to principles of
conflict of laws.
8.2 Arbitration. Any controversy or claim based on, arising out of or relating to the interpretation and performance of this Agreement or any termination
hereof shall be solely and finally settled by arbitration under the rules of the American Arbitration Association, and judgment of the award rendered in the
arbitration may be entered in any court having jurisdiction thereof. Any such arbitration shall be in Florida consent of the parties or, in the absence of such
consent, by application of any part to the American Arbitration Association. A decision of the arbitrator shall be final and binding upon the parties, and the
arbitrator shall be authorized to apportion fees and expenses (including counsel fees and expenses) as the arbitrator shall deem appropriate.
8.3 Entire Agreement; Amendment . This Agreement contains the complete understanding and agreement between the parties hereto with respect to the
subject matter hereof, and supersedes all prior understandings and agreements, written or oral, between the parties relating to the subject matter hereof.
8.4 Severability. In the event that any provision or portion of this Agreement shall be determined to be invalid or unenforceable for any reason, in whole or in
part, (the remaining provisions of this Agreement shall be unaffected thereby and shall remain in full force and effect to the fullest extent permitted by law) any
such invalidity or unenforceability shall be deemed replaced by a term or provision determined by the parties as coming closest to expressing the intention of the
invalid or unenforceable term or provision.
8.5 Notice. Any notice to be given hereunder shall be in writing and either delivered in person, by nationally recognized overnight courier, or by registered or
certified first-class mail, postage prepaid, addressed to such address of the parties as set forth on the first page hereof.
8.6 Headings. The section headings in this Agreement are for convenience of reference only and shall not affect its interpretation.
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8.7 Counterparts. This agreement may be executed in two or more counterparts, each of which shall be deemed an original, by all which when together
shall constitute one and the same agreement.
8.8 Officers Liability Insurance. Liability insurance to the extent provided to the other executive officers in the Company.
8.9 Indemnification. The Company hereby indemnifies and holds you harmless against any and all losses, claims, suits, judgments, damages, liabilities,
costs or expenses, including reasonable legal fees and expenses, to which you may become subject in connection with the good faith performance of your
responsibilities under this Agreement. This provision will survive termination of this Agreement.
Mel, we look forward to your leadership in assisting Grom Social achieve our strategic vision and goals.
If the foregoing accurately represents our understanding, please sign below and return to me.

GROM HOLDINGS, INC.
/s/ Melvin Leiner
Melvin Leiner
Vice Chairman, Executive Vice President

ACCEPTED AND AGREED IN ALL RESPECTS

/s/ Darren M. Marks
Darren M. Marks

6/01/2016
Date
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Exhibit 10.5
EMPLOYMENT AGREEMENT
This EMPLOYMENT AGREEMENT (this “Agreement”) is entered into on June 1, 2016 and is effective for all purposes as of the Effective Date (as defined
below), by and between Grom Holdings, Inc./Grom Social Inc. a Florida corporation (the “Company”, or “Grom”), and Melvin Leiner (the “Executive”).
RECITALS:
WHEREAS, the Company and the Executive now desire to enter into this Agreement to memorialize the terms and conditions under which the Executive
shall hereinafter serve as the President of the Company.
NOW, THEREFORE, in consideration of the foregoing and of the respective covenants and agreements set forth below, and for other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, and intending to be legally bound, the parties hereto agree as follows;
1.
Certain Definitions. The following capitalized terms shall have the following meanings. All other capitalized terms used herein shall have the
meanings set forth in this Agreement.
(a)
“Cause”: For purposes of this Agreement, the Company shall have “Cause” to terminate the Executive's employment hereunder for any of the
following actions: (i) the Executive causing material harm to the Company through (A) an uncured material breach by the Executive of the terms and provisions
of this Agreement or (B) the commission by Executive of an act or acts of gross negligence, dishonesty, fraud or willful malfeasance in the performance of his
duties hereunder, (ii) Executive is convicted of, or pleads guilty or nolo contendere with respect to, theft, fraud, a crime involving moral turpitude or a felony
under federal or applicable state law, or (iii) the Executive's uncured failure to perform his material duties under this Agreement.
(b)

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

(c)

“Contract Year” shall be a calendar year

(e)
“Disability” shall mean the absence of the Executive from the Executive's duties to the Company for a total of 30 consecutive days, or 60 days
during any one six month period as a result of incapacity due to mental or physical illness which is determined to be total and permanent by a physician selected
by the Company and acceptable to the Executive or the Executive's legal representative (such agreement as to acceptability not to be withheld unreasonably)
(f)

“Effective Date” means June 1, 2016.

(g)

“Good Reason”: The Executive shall have Good Reason to resign from employment upon the occurrence of any of the following events:
(i)

any material adverse change in the Executive's job titles, duties, responsibilities, perquisites granted hereunder, or authority without his consent;

(ii)
a material breach of this Agreement by the Company, including without limitation, the failure to pay compensation or benefits when due
hereunder.
The Executive must provide to the Company written notice of his resignation within ten (10) days following the occurrence of the event or events constituting
Good Reason and the Company shall have a period of thirty (30) days following its receipt of such notice (the "Cure Period"), the Executive shall stilt be entitled
to pay and benefits during the period in which to cure such event or events. If the Company does not cure the event or events constituting the basis for Good
Reason by the end of the Cure Period, the Executive may resign from employment within seven (7) days immediately following the last day of the Cure Period. A
resignation or other voluntary termination of employment by the Executive that does not comply with the requirements of this Section 1(g) shall not constitute
termination for Good Reason.
( h )
“Section 409A” shall mean, collectively, Section 409A of the Internal Revenue Code of 1986, as amended, and the Department of Treasury
Regulations and other interpretive guidance promulgated thereunder, including without limitation any such regulations or other guidance that may be issued after
the date of this Agreement.
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1. Responsibilities
Your title will be Vice Chairman, Secretary, and Chief Executive Officer of Grom Holdings, Inc./Grom Social, Inc. (hereinafter, the “Company”) and this agreement
will be effective upon the date of execution (hereinafter, the “Effective Date”). In this position you will be responsible for the leadership, operating, and financial
results of the Company. This position will be located in Boca Raton, Fl. unless the Company offers you a mutually agreed upon full relocation package. This
package would include the purchase of your home at 90% of the current appraised value and the reimbursement of customary, as well as reasonable relocation
expenses. You will report directly to the Company's Board of Directors.
2. Term of Employment
The Term of this Agreement shall commence on the effective date and shall continue for a period of three years (3) years (hereinafter the “Initial Term”).
Thereafter, the term of the Agreement shall be automatically extended for successive and additional two (2) year periods, unless either party shall provide a
written notice of termination to the Company, ninety (90) days prior to the end of the Initial Term or an extended term. The Term of this Agreement is subject to
early termination in accordance with the provisions set forth in Section 4 hereof.
3. Compensation and Benefits
You shall be entitled to:
3.1

A Base Salary targeted at the annual rate of $237,000 or $19,750 per month.

3.2
Your minimum annual Base Salary will commence as of June 1, 2016 any shortfalls in your targeted monthly Base Salary rate of $19,750 and the
actual monthly Base Salary rate paid will be accrued and distributed immediately upon the availability of funds, Further, during the term of this agreement, your
Base Salary will be reviewed annually by the Board of Directors, to determine the amount your Base Salary should be increased in light of you duties,
responsibilities, and performance. Your minimum Base Salary increase will be 5% and your first annual increase will take effect as of 1/ 1/17. Additional
increases will be awarded as of the 1st of every year as long as this agreement is in effect.
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3.3
You will be eligible to participate in the Company’s Incentive Plan, with an annual incentive plan target of 80% of your Base Salary. Your
participation in the plan will begin as of the effective date. Additionally, you will eligible to participate in the Company’s Equity Incentive Plan. The conditions of
these options will be detailed in your individual Stock Option Agreement and Certificate document.
3.4

You will be eligible to participate in health benefits, life insurance, as well as any other retirement plans offered by the Company.

3.5
You will be eligible for three (3) weeks of vacation during each year of this Agreement, or such greater period as the Board shall approve, and to the
number of paid holidays given by the Company to its employees generally, without reduction in salary or other benefits.
3.6
Reimbursement from the Company for all reasonable and customary expenses incurred by you in performing services under this Agreement,
including: travel expenses and other out-of-pocket expenses, in accordance with your expense account and the Company's reimbursement policies and provided
that you shall submit reasonable documentation with respect to such expenses.
4. Termination of Employment
4.1
Events of Termination. Your employment with the Company may be terminated prior to the expiration of the Term (initial or otherwise) set forth in
Section 2 hereof as follow:
(a) With Cause. Your employment with the Company may be terminated at any time for “Cause”. As used in this Agreement, the term “cause” shall
mean (i) any material breach by you of any material provision of this Agreement, which, if curable is not fully cured to the reasonable satisfaction of the
Company within thirty (30) days after written notice thereof, or (ii) your committing an act of theft, fraud, embezzlement with regard to the Company or your
conviction of a felony, for purposes hereof, no act or failure to act, on your part shall be deemed "willful" unless done, or omitted to be done, by you not in good
faith and without reasonable belief that your act, or failure to act, was in the best interest of the Company.
(b) Without Cause; Good Reason. Your employment with Company may be terminated, by either party, upon not less than ninety (90) days prior written
notice to the other, without Cause by the Company or for “good reason” by you. As used herein, the term “Good Reason” shall mean the occurrence, without
your consent, or for any the following reasons: (i) any material diminution of your positions, ditties or termination of your employment for Cause or disability or as
a result of your death, or temporarily as a result of your illness or other absence) and (ii) any material breach of the Company of any material provision of this
Agreement; provided however, that you provide the Company with written notice of such breach with a thirty (30) day opportunity for the Company to clue the
grounds which you believe have resulted in such breach.
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(c)

Death. In the event of your death, your employment with the Company shall terminate on the date of your death,

( d )
Disability. In the event of your disability (as defined below), the Company may terminate your employment by giving a written notice of
termination. Such notice shall specify the date of termination, which date shall not be earlier than thirty (30) days after such notice is given. For purposes of this
Agreement, "Disability" means your inability to substantially perform your duties hereunder for ninety (90) consecutive days or one hundred eighty (180) days out
of 365 days as a result of a physical or mental illness, all as determined in good faith by the Board following consultation with medical or mental health expert(s)
selected by the Board.
5. Company's Obligations Upon Termination
Following the termination of your employment under the circumstances described below, the Company shall pay to you the following compensation and provide
the following benefits in full satisfaction and final settlement of any and all claims and demands that you now have or hereafter may have against the Company
in connection herewith:
(a)

Termination Without Cause by the Company or with Good Reason by You or Failure by the Company to Extend your Term .

In the event that your employment is terminated by the Company prior to the expiration of the initial term the company will pay you your base salary and
health benefits for a minimum of eighteen months (18) of salary and health benefits. Lastly, if you are terminated due to the expiration of the Initial Term
or any renewal term you will be entitled to the payment of your annual base salary and health benefits for a period of eighteen (18) months from the
date of expiration, All compensation and benefits received are subject to an obligation on your part to obtain gainful or other employment during the
severance period and provided that payments made during this period shall be reduced, on a dollar-for-dollar basis by the amount of any income
generated by you in any capacity or in any position including, but not limited to, any income you earn as a employee, consultant, agent, representative,
principal, officer, or director with any person or entity during such period. In addition, the Company shall reimburse you for any expenses incurred
through the date of such termination in accordance with Section 3.6 hereof and (ii) you are entitled to retain all equity granted to you including vested as
well as unvested shares in accordance with Section 3.3 hereof. You will have ten (10) years to exercise all options and ownership.
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(b)

Termination by the Company for Cause .

In the event that your employment shall be terminated by the Company pursuant to Section 4.1(i) hereof (or if you voluntarily resign otherwise than in
accordance with Section 4.1(ii) hereof prior to the expiration of the then current term of this Agreement, other than any base salary earned by you on or
prior to the date of such termination, but not paid. In addition, the Company shall reimburse you for any expenses incurred through the date of such
termination in accordance with Section 3.6 hereof and you shall be entitled to retain your vested equity prior to the termination of this Agreement in
accordance with Section 3.3 hereof. Upon termination for cause by the Company, all of you rights under this Agreement (except as otherwise set forth
herein) shall immediately terminate and the Company shall have no further obligation to you.
(c) Termination Upon Your Death or Disability .
In the event that your employment shall be terminated pursuant to Sections 4.1(c) or 4.1(d) hereof, (i) the Company shall pay you (or your estate or
legal representatives): all base salary earned, but unpaid, plus an additional 12 months of salary and benefits payable on the company's regularly
scheduled pay periods and shall reimburse you (or your estate or legal representatives) for any expenses, incurred through the date of such termination
in accordance with Section 3.6 hereof and (ii) you are entitled to retain all equity granted to you including vested as well as unvested shares in
accordance with Section 3.3 hereof You will have ten (10) years to exercise all options and ownership.
6. Nature of Payments.
All amounts to be paid by the Company to you pursuant to this Agreement (other than Base Salary or reimbursement of expenses) shall he considered by the
parties to be deemed "severance" payments. In the event that such payments shall be treated as damages, it is expressly acknowledged by the parties hereto
that damages to you for termination of employment would be difficult to ascertain and the above amounts are reasonable estimates thereof and are not a penalty.
7. Confidentiality and Non-Competition.
In view of the unique and valuable services, you are expected to render to the Company and you acknowledge the existence of confidential information
regarding the business of the Company, you hereby agree NOT to engage in any business activity that is in competition with, or has a similar nature to, that
which you perform at the Company in relation to the Company or other agreed assignments for the Term of this Agreement, plus one (1) year after the Term of
this Agreement without written consent of the company;
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Further, you agree:
Your services are unique and extraordinary and essential to the business of the Company in part since you will have access to the customer lists of the
Company and other privileged and confidential information essential to the Company's business. Therefore, you agree that, if your employment shall terminate at
any time, you, for a period of one (1) year after such termination, shall not disclose such privileged and confidential information without the prior written approval
of the Company. Further, upon request, you agree to return to the Company any information you may have obtained as a result of your employment with the
Company; and
That the remedy at law for any breach of any of the foregoing will inadequate and that the Company, in addition to any remedy at law, will be entitled to injunctive
and other relief in cases of any such breach.
8. Miscellaneous
8.1 Governing Law. This agreement shall be governed by the construed in accordance with the laws of the State of Florida without regard to principles of
conflict of laws.
8.2 Arbitration. Any controversy or claim based on, arising out of or relating to the interpretation and performance of this Agreement or any termination
hereof shall be solely and finally settled by arbitration under the rules of the American Arbitration Association, and judgment of the award rendered in the
arbitration may be entered in any court having jurisdiction thereof. Any such arbitration shall be in Florida consent of the parties or, in the absence of such
consent, by application of any part to the American Arbitration Association. A decision of the arbitrator shall be final and binding upon the parties, and the
arbitrator shall be authorized to apportion fees and expenses (including counsel fees and expenses) as the arbitrator shall deem appropriate.
8.3 Entire Agreement' Amendment. This Agreement contains the complete understanding and agreement between the parties hereto with respect to the
subject matter hereof, and supersedes all prior understandings and agreements, written or oral, between the parties relating to the subject matter hereof.
8.4 Severability. In the event that any provision or portion of this Agreement shall be determined to be invalid or unenforceable for any reason, in whole or in
part, (the remaining provisions of this Agreement shall be unaffected thereby and shall remain in full force and effect to the fullest extent permitted by law) any
such invalidity or unenforceability shall be deemed replaced by a term or provision determined by the parties as coming closest to expressing the intention of the
invalid or unenforceable term or provision.
8.5 Notice. Any notice to be given hereunder shall be in writing and either delivered in person, by nationally recognized overnight courier, or by registered or
certified first class mail, postage prepaid, addressed to such address of the parties as set forth on the first page hereof.
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8.6 Headings. The section headings in this Agreement are for convenience of reference only and shall not affect its interpretation.
8.7 Counterparts. This agreement may be executed in two or more counterparts, each of which shall be deemed an original, by all which when together
shall constitute one and the same agreement.
8.8 Officers Liability Insurance. Liability insurance to die extent provided to the other executive officers in the Company.
8.9 Indemnification. The Company hereby indemnifies and holds you harmless against any and all losses, claims, suits, judgments, damages, liabilities,
costs or expenses, including reasonable legal fees and expenses, to which you may become subject in connection with the good faith performance of your
responsibilities under this Agreement. This provision will survive termination of this Agreement.
Mel, we look forward to your leadership in assisting Grom Social achieve our strategic vision and goals.
If the foregoing accurately represents our understanding, please sign below and return to me.
GROM HOLDINGS, INC.
/s/ Darren Marks
Darren Marks,
Chairman & CEO

ACCEPTED AND AGREED IN ALL RESPECTS:
/s/ Mel Leiner
Mel Leiner

6/01/2016
Date
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Exhibit 10.6
DATED 20 JUNE 2016

SHARE SALE AGREEMENT FOR
THE ENTIRE ISSUED SHARE CAPITAL OF
TD HOLDINGS LIMITED

TD Holdings Limited
Suite 601, 6'" Floor, West Tower, Philippine Stock Exchange Center
Exchange Road, Ortigas Center, Pasig City, Philippines
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THIS AGREEMENT is made on 20 June 2016

BETWEEN
(1) GROM HOLDINGS, INC. a company incorporated in the State of Delaware, the United States of America, and having its principal office at 2060 NW Boca
Raton Boulevard, Suite tt6 Boca Raton Florida 33431 ("Buyer");
(2) WAYNE EDWARD DEARING of 12 Zinia Street, Valle Verde 2, Brgy Ugong, Pasig City 1605 ("Dearing");
(3) DAVID ARDEN PEABODY of 4 Banaba Rd Bgy, Forbes Park, Forbes Park South, Makati City, Philippines ("Peabody");
(4) MICHAEL ALLARDICE GORDON HISCOCK of 85 Wanganella Street, Balgowlah 2093, Sydney, Australia ("Hiscock");

WHEREAS

(A)

T D Holdings Limited (the "Company") is a private company incorporated in Hong Kong and limited by shares. Details of the Company are set out in
Schedule 1.

(B)

Pursuant to the Letter of Intent, the Sellers granted the Buyer an exclusive option until 31 May 2016, to complete the acquisition of all of the issued and
outstanding ordinary shares of the Company.

(C)

The parties now wish to enter into this Agreement to formalise the sale and the purchase of the Company and its Subsidiaries.

IT IS AGREED as follows:
1.

Definitions

1.1

In this Agreement, the following words and expressions shall have the following meanings unless the context otherwise requires:
Accounts means, (i) the audited balance sheets and statements of income, changes in stockholders' equity, and cash flow as of and for the fiscal years
ended December 31, 2013, 2014 and 2015 prepared, in accordance with US generally accepted accounting principles ("GAAP"), and by an auditor
qualified under the Public Company Accounting Oversight Board; and (ii) unaudited balance sheets and statements of income, changes in stockholders'
equity, and cash flow as of and for each quarterly period during the three year period ended December 31, 2015 and for the three month period ended
March 31, 2016 for the Company and its Subsidiaries, prepared in accordance with GAAP, attached hereto as Schedule 12.1.
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Affiliate means, with respect to any Person, any and all other Persons that control, are controlled by, or are under common control with, such Person.
For purposes of the foregoing, "control" of a Person shall mean direct or indirect ownership of 50% or more of the securities or other interests of such
Person having by their terms ordinary voting power to elect or appoint a majority of the board of directors or others performing similar functions with
respect to such Person.
Agreement means this Agreement (including any Schedule to it which shall have the same force and effect as if set out in the body of this Agreement).
Business means the business and affairs of the Group.
Business Day means a day (other than a Saturday or Sunday or a public holiday) on which banks are open for business in the city of Hong Kong.
Buyer Notes means:
(a)

(b)

The secured promissory notes made by Buyer payable to each Seller in the aggregate principal amount of $4,000,000, issued:
(i)

For a term of two years from the Closing Date;

(ii)

At an interest rate of five percent per annum;

(iii)

Secured by the Sellers Security;

(iv)

Subject to adjustment as is provided in this Agreement and the Buyer Notes agreement; and

(v)

Generally on the terms and conditions of the Buyer Notes agreement dated on or around the date of this Agreement.

Any secured promissory notes made by the Buyer payable to each Seller pursuant to Clause 5.6(a).

Buyer Services means Business services provided by the Company or the Subsidiary Companies to the Buyer or any other Subsidiary of the Buyer,
which services are to be priced at arm's length on normal commercial terms, notwithstanding that the Company and the Subsidiary Companies are
Subsidiaries of the Buyer.
Buyer Shares means the restricted shares of the. Buyer's common stock par value 50.001 per share ranking pad passu in all respects with the Buyer's
common stock.
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Buyer Warranties means the warranties set out in Schedule 5.
Cash Payment means $4,000,000.
Claim means in relation to a person, a claim, demand, remedy, suit, injury, damage, loss, cost, liability, action, proceeding, right of action, claim for
compensation or reimbursement or liability incurred by or to be made or recovered by or against the person, however arising and whether ascertained or
unascertained, or immediate, future or contingent.
Closing means the closing of the sale and purchase of the Shares pursuant to this Agreement.
Closing Date means the date that the Closing occurs which the parties agree is targeted for 11 July 2016.
Company means TD Holdings Limited, further details of which are set out in Schedule 1.
Conditions means the conditions to Closing specified in Part 1 of Schedule 2 and any reference to "Condition 1" and so on means whichever of the
Conditions is so numbered in that Schedule.
Confidential Information means all information, (including know how, trade secrets, data, formulae, methods, techniques, recipes, processes,
drawings, plans, models and prototypes and whether or not in tangible form and whether or not stated or marked to be confidential) belonging or relating
to the Company, any Company Subsidiary, the Business and/or their respective, customers, suppliers, assets, liabilities, plans or projections.
Consideration means the sum of:
(a)

The Cash Payment;

(b)

The Share Payment;

(c)

The Buyer Notes;

(d)

The Earnout Payment; and

(e)

Any payments made pursuant to Clause 6.3(d) and Clause 7.9.

Contract means any written or oral contract, agreement, or other instrument, obligation or arrangement that is or purports to be legally binding, including
any note, bond, indenture, mortgage, guarantee, undertaking, commitment, promise, option, lease, sublease, license, sublicense, joint venture
agreement, warranty or sales or purchase order.
Default Interest has the meaning given to it in Clause 24.
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Disclosed means fully and fairly disclosed for the purposes of this Agreement during the discussions and negotiations prior to and after the Effective
Date and the due diligence investigations of each party, and "fully and fairly" means disclosed in sufficient detail and in such manner as to enable a party
to identify the nature and scope of the matter disclosed and to assess its decision to enter into and perform this Agreement or any part.
Disclosure Letter means the letter (together with its attachments) from the Sellers to the Buyer Disclosing matters that are deemed exceptions to the
Seller Warranties.
Earnout Payment is defined in Clause 5.2.
Earnout Years means each of the three years following the Closing Date:
(a)

Commencing 1 January 2016 and ending 31 December 2016;

(b)

Commencing 1 January 2017 and ending 31 December 2017; and

(c)

Commencing 1 January 2018 and ending 31 December 2018.

EBITDA means the Group's earnings on a consolidated basis before interest, taxes, depreciation, and amortization calculated in accordance with US
GAAP and, for the avoidance of doubt and in relation to an Earnout Payment:
(a)

Earnings shall include earnings derived from Buyer Services which shall be billed to the Buyer at a customary price charged to third parties for
comparable type services;

(b)

EBITDA will be adjusted by adding back the following operating costs;
(i)

The Management Fee;

(ii)

Software acquired in relation to the Business which had previously been depreciated in the Company's accounts and which now is
recorded as an operating cost as a result of the way in which the suppliers of that software now charge for the service supplied;

(iii)

Any increase in costs from a change in the employment and payment structure of Wayne Dearing tearing";

(iv)

Documented out-of-pocket costs which are charged to the Group's earnings and are pre-approved by the Buyer's Chief Executive
Officer incurred in connection with Dearing's wider involvement in the Purchaser's business.

EBITDA Calculations means the calculation of EBITDA for the purposes of the Earnout Payments.
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Effective Date means the date of this Agreement.
Encumbrance means any legal or equitable mortgage, charge, pledge, lien, option, restriction, right of first refusal, right of pre-emption, claim, title
retention, any right, interest or preference granted to any third party or any other encumbrance or security interest of any kind.
Expert Accountant means an accountant appointed by the Buyer and the Sellers to determine the issues in dispute and if the Buyer and the Seller are
unable to agree, the Expert Accountant will be appointed from the accounting firm who undertook the most recent audit of the Company and if that firm
cannot be the Expert Accountant for whatever reason, a reputable accounting firm based in Manila, the Philippines.
Event of Default means a Relevant Breach or any other event or circumstance as mentioned in Clause 8 in connection with which the Company
sustains loss. Governmental or Regulatory Authority means any federal, state, regional, municipal or local court, legislative, executive or regulatory
authority or agency, board, commission, department or subdivision thereof.
Group means the Company and its Subsidiary Companies.
IPR means all patents, trademarks, service marks, registered designs, (whether or not registered and including applications for any of the foregoing),
copyrights, design rights, trade or business names, inventions, processes, knowhow and all other intellectual property rights and similar property rights of
whatever nature.
Letter of Intent means the letter of intent dated 6 February 2016 on the Buyer's letterhead addressed to the Company and signed by the Buyer and the
Company.
Lock-Up Agreements means the Lock-Up Agreements, dated as of the Effective Date, by and between each Seller and Buyer, which shall restrict the
transfer of any Buyer Shares issued to Sellers pursuant to this Agreement and shall include, amongst other things, the following:
(a)

No restrictions on transfers between a Seller and such Seller's family and Affiliates;

(b)

No restrictions on transfers between the Sellers themselves;

(c)

Buyer Shares issued to the Sellers pursuant to the Share Payment are subject to a first right to acquire those shares ("Sale Shares") where,
amongst other things:
(i)

If the Sellers or any of them wish to sell, they must first approach the Buyer to negotiate a sale and purchase of the Sale Shares;
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(ii)

The Buyer and the relevant Seller have seven days to agree on sale terms;

(iii)

If after seven days Buyer and Seller cannot agree on terms, the relevant Seller may sell the Sale Shares to a third party on terms no
more favorable to such third party than those offered to the Buyer, provided that:

(iv)

(aa)

The third party purchaser completes the Buyer's standard subscription agreement and qualifies as an "accredited investor"
under U.S. securities laws

(bb)

The third party represents and warrants (i) that the Sale Shares are being acquired for the third party's account for investment
purposes only and not with a view to distribution, and (ii) that the third party is not considered a "Bad Actor" under U.S.
securities laws; and

The Buyer's first right to acquire the Sale Shares expires on the date of repayment of the Buyer Notes;

(d)

Buyer Shares issued to the Sellers pursuant to the Earnout Payment may not be transferred at all for a period of six months from the date of
issue, other than a transfer described in paragraph (a) or (b) above;

(e)

Any Buyer Shares issued to the Sellers whether as part of the Share Payment or the Earnout Payment, may not be transferred for a period of 12
months from the date that an underwriting agreement is signed by a credit worthy organisation in connection with an initial public offering of
Buyer Shares on a recognised stock exchange that occurs within three months of the date of execution of the underwriting agreement by all
parties, other than a transfer described in paragraph (a) or (b) above.

Loss or Losses means any and all liability, damages (including for diminution of value), fines, fees, penalties and expenses, including without limitation,
interest, reasonable expenses of investigation, court costs, reasonable out-of-pocket fees and expenses of attorneys, accountants and other experts or
other reasonable out-of-pocket expenses of litigation or other legal proceedings (such fees and expenses to include all reasonable out-of-pocket fees
and expenses, such as reasonable out-of-pocket fees and expenses of attorneys), incurred in connection with the rightful enforcement of rights under
this Agreement against any party hereto, and whether or not arising out of third party claims against an Indemnified Party.
Management Fee means, the monthly cash management fee payable by the Company to the Buyer which will be paid from time to time from retained
earnings of the Group after making prudent provision for:
(a)

The working capital requirements of the Group;
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(b)

The capital expenditure requirements of the Group; and

(c)

In both cases cognisant of the Sellers' plans to perform the EBITDA targets set out in the Earnout Payments; and

(d)

With the understanding that the amount of the monthly Management Fee may fluctuate up or down and is not a fixed amount.

Net Accounts Receivable means, on a consolidated Group basis:
(a)

The sum of all accounts receivable plus prepaid expenses;

(b)

Less all accounts payable, advance payments due, accrued liabilities (excluding current year (financial year end 2016) tax liabilities); and

(c)

If the sum of paragraph (a) and (b) is negative, the Seller must ensure that sufficient cash is retained in the Group to ensure that the number is
no less than zero.

Organizational Documents means, with respect to any Person that is not a natural person, the articles of incorporation, certificate of incorporation,
charter, bylaws, articles of formation, certificate of formation, regulations, operating agreement, partnership agreement, certificate of limited partnership,
trust agreement or other similar documents, instruments or certificates executed, adopted or filed in connection with the creation, formation or
organization of such Person, including any amendments thereto or restatements thereof.
Person means an individual, partnership, joint venture, trust, corporation, limited liability company or other legal entity or Governmental or Regulatory
Authority.
Purchase Right with respect to any Person means any security, right, subscription, warrant, option or other Contract that gives the right to purchase or
otherwise receive or be issued any shares of capital stock or other equity interests of such Person or any security of any kind convertible into or
exchangeable or exercisable for any shares of capital stock or other equity interests of such Person.
Relevant Breach means any event, matter or circumstance, which is inconsistent with, contrary to, or otherwise, a breach of any of the Seller
Warranties (or which would be inconsistent with, contrary to or otherwise a breach of any of the Seller Warranties if they were repeated as at Closing or
as at any time between the date of this Agreement and Closing).
Schedules means the schedules (together with attachments) attached to this Agreement, which are incorporated herein by reference.
Seller means each of Dearing, Peabody and Hiscock individually and Sellers means Dearing, Peabody and Hiscock collectively.
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Sellers' Security means each of;
(a)

A deed of guarantee and indemnity from each of the Company and its Subsidiaries in favour of the Sellers securing repayment and performance
of the Buyer Notes; and

(b)

A first ranking registered deed of charge from each of the Company and the Subsidiary Company's in favour of the Sellers in support of their
respective guarantee obligations (as referred to in paragraph (a) above), over their respective assets, prepared by Sellers in form and substance
satisfactory to Buyer.

Seller Warranties means the representations and warranties set out in Schedule 4.
Shares means the entire issued share capital of the Company at Closing as set out in Schedule 1.
Share Payment means 1,666,667 restricted Buyer Shares issued by Buyer to Sellers in payment of $4,000,000 of the Purchase Price ($2.40 per share).
Subsidiary or Subsidiaries means, with respect to any Person (including a Subsidiary of such Person), any other Person with respect to which such first
Person (alone or in combination with any of such first Person's other Subsidiaries) owns:
(a)

Capital stock or other equity interests having the ordinary voting power to elect at least fifty percent (50%) of the board of directors or other
governing body of such Person; or

(b)

At least fifty percent (50%) of the outstanding voting securities or voting power of such Person; and

(c)

For purposes of this definition, a partnership, association or other business entity shall be deemed to be a Subsidiary of a Person if such Person
is allocated a majority of the gains or losses of such partnership, association or other business entity or is controlled by or controls the
managing director or general partner of such partnership, association or other business entity.

Subsidiary Company means, for the purposes of this Agreement, the following Subsidiaries of the Company:
(a)

Top Draw Animation Hong Kong Limited, a private company incorporated in Hong Kong wholly owned by the Company, further details of which
are set out in Schedule 1; and

(b)

Top Draw Animation Inc., a private company incorporated in the Philippines and currently wholly owned by the Company, further details of which
are set forth in Schedule 1.
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Surplus Cash means at the time of Closing, the retained cash in the Group after allowing for Working Capital.
Taxation: all forms of taxation and statutory, governmental, state, federal, provincial, local, government or municipal charges, duties, imposts,
contributions, levies, withholdings or liabilities in any jurisdiction wherever chargeable, and any penalty, fine, surcharge, interest, charges or costs
relating thereto, and Tax shall have the same meaning.
Tax Claim Determined is the actual amount of the Fax Claim Disclosed as finally agreed and settled by Top Draw Animation Inc. and the relevant
Governmental or Regulatory Authority.
Tax Claim Disclosed means the possibility of a Governmental or Regulatory Authority seeking to claim and negotiate tax payable over and above that
which Top Draw Animation Inc. has provided for in the financial.
Tax Provision means the sum of $300,000.
Tax Provision Expiry Date means 31 December 2018.
Transaction Documents means this Agreement, the Buyer Notes, the Lock-Up Agreements all other agreements relating thereto.
US GAAP means the generally accepted accounting principles adopted by the U.S. Securities and Exchange Commission.
Working Capital means, as at Closing, the sum of:
(a)

$500,000 in cash;

(b)

Net Accounts Receivable; and

(c)

I f Net Accounts Receivable is less than $300,000, ensure that additional cash is retained in the Group such that the sum of Net Accounts
Receivable and the additional cash is equal to $300,000.

2.

Interpretation

2.1

In this Agreement, unless the context otherwise requires:
(a)

references to times of day are, unless the context otherwise requires, to Hong Kong time and references to a day are to a period of twenty four
hours running from midnight on the previous day;
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(b)

any amount expressed to be in $ or dollars, shall be to the lawful currency of the United States of America;

(c)

the index, headings and any descriptive notes in brackets following references to statutes in this Agreement are for convenience only and shall
not affect its construction or interpretation;

(d)

references to Clauses, Recitals or Schedules are to clauses of and recitals and schedules to this Agreement and references in a Schedule or a
part of a Schedule to a paragraph are to a paragraph of that Schedule or that part of that Schedule;

(e)

all Exhibits and Schedules annexed hereto or referred to herein are hereby incorporated in and made a part of this Agreement as if set forth in
full herein. Any capitalized terms used in any Exhibit or Schedule but not otherwise defined therein shall have the meaning as defined in this
Agreement;

(f)

use of the singular shall include the plural and vice versa, and the use of any gender shall include all other genders;

(g)

references to any document in the agreed form means in a form agreed by the parties and for the purposes of identification initialled by each
party;

(h)

a party means a party to this Agreement and includes its permitted assignees and successors in title and, in the case of an individual, his estate
and personal representatives;

(i)

a Person shall include any individual, firm, company, state or agency of the state or any association or partnership or other body or entity
(wherever and howsoever incorporated or established), and in each case, vice versa;

(j)

includes or including shall mean including without limitation;

(k)

general words shall not be given a restrictive meaning;

(l)

writing or written includes faxes and any non transitory form of visible reproduction including e-mail;

(m)

The words "hereof," "herein," "hereto" and "hereunder" and words of like import used in this Agreement shall refer to this Agreement as a whole
and not to any particular provision of this Agreement.

(n)

the captions herein are included for convenience of reference only and shall be ignored in the construction or interpretation hereof.

(o)

unless the context of this Agreement clearly requires otherwise, the term "or" has, except where otherwise indicated, the inclusive meaning
represented by the phrase "and/or."
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(p)

a rule of construction does not apply to the disadvantage of a party because the party was responsible for the preparation of this Agreement or
any part of it; and

(q)

where any agreement, acknowledgement, covenant, representation, warranty, indemnity, undertaking, obligation or liability is expressed to be
made, undertaken or given by two or more persons their liability shall be deemed to be joint and several.

3.

Conditions

3.1

The obligations of the parties under this Agreement are in all respects conditional on the fulfilment or satisfaction of the Conditions on or before the
Closing Date.

3.2

The Sellers will not and shall cause the Company not to permit or procure any act or omission before Closing which would constitute a breach of any of
the Seller Warranties if they were repeated at Closing or which would make any of the Seller Warranties inaccurate or misleading in any respect if they
were so repeated.

3.3

The Buyer will not permit or procure any act or omission before Closing which would constitute a breach of any of the Buyer Warranties if they were
repeated at Closing or which would make any of the Buyer Warranties inaccurate or misleading in any respect if they were so repeated.

3.4

The Sellers agree that commencing on the Effective Date up to the Closing or the earlier termination of the obligations of the parties under this
Agreement in accordance with its terms:
(a)

Subject to clause 11, the Buyer and its representatives will have full access to all the books and records of the Group for the purpose of their
due diligence inquiries;

(b)

Subject to clause 11, the Buyer will be provided with any information relating to the Group as the Buyer may reasonably require, including
copies of all board papers and management reports and accounts for the purpose of their due diligence inquiries;

(c)

No material decision concerning the business, assets or affairs (or any part thereof) of the Group will be taken without the prior written consent
of the Buyer;

(d)

The Company will maintain in force policies of insurance relevant and necessary to the business of the Group with limits of indemnity at least
equal to, and otherwise on terms no less favourable than, those policies of insurance currently maintained within the Group;

(e)

The Company comply with the restrictions in Part 2 of Schedule 2.
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4.

Sale and Purchase

4.1

Subject to the terms and conditions of this Agreement, on the Closing Date, each of the Sellers shall sell, assign, transfer, convey and deliver to the
Buyer, and Buyer shall purchase from the Sellers, for the Consideration, the Shares free and clear of any Encumbrance. At the Closing each Seller shall
deliver to Buyer the originally issued share certificates representing the Shares accompanied by duly executed stock powers or similar documents of
transfer, endorsed in blank.

4.2

Each of the Sellers represent and warrant that the Shares are and will be at the Closing free of all Encumbrances, pre-emption rights, Purchase Rights
or any other restrictions on the transfer imposed by the Company's Organizational Documents, or otherwise.

5.

Manner of Payment of the Consideration

5.1

Subject to the terms and conditions of this Agreement, on the Closing Date, Buyer shall pay to Sellers, in full payment for the Shares, and in reliance
upon the representations, warranties and covenants made herein by each Seller, the following Consideration, subject to adjustment as provided herein:
(a)

The Cash Payment;

(b)

The Share Payment to each Seller in accordance with Clause 6.4(b); and

(c)

The Buyer Notes payable to the Buyers pursuant to Clause S.S.

Unless otherwise specified, all payments to be made pursuant to this Clause 5.1 will be made to each of the Sellers in proportion to their respective
percentage shareholdings in the Company as is set out in Schedule 1.
5.2

After the Closing Date, subject to the terms and conditions of this Agreement, and subject to the Group meeting the EBITDA Targets, the Buyer shall
cause the Company to deliver to the Sellers the applicable Earnout Payment, on the 31" of March immediately following the Earnout Year in which the
EBITDA Target was achieved, as follows:
(a)

25 percent of the relevant Earnout Payment is to be made in cash; and

(b)

75 percent of the relevant Earnout Payment is to be made in Buyer Shares at an issue price per share equal to the lower of:
(i)

a 10 percent discount to the Buyer's last private placement price per share prior to making the Earnout Payment, to a bona fide investor,
and priced at arm's length; or
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(ii)

5.3

5.4

if the Buyer Shares are listed on a recognised stock exchange and publically traded and not suspended, at a 10 percent discount to the
previous 20 day weighted average closing price per share.

(c)

The foregoing notwithstanding, in the event that the Group EBITDA in any 12 month period during the Earnout Years is equal to or greater than
$3,700,000, the full amount of the Earnout Payment will be paid one month after that EBITDA Target is achieved and no further Earnout
Payments shall be made.

(d)

Unless otherwise specified, all payments to be made pursuant to this Clause 5.2 will be made to each of the Sellers in proportion to their
respective percentage shareholdings in the Company as is set out in Schedule 1.

Earnout Payment means a sum of payments payable up to a maximum amount of $5,000,000 calculated, subject to the Group achieving the EBITDA
targets (the "EBITDA Targets) as follows:
(a)

$1,666,667 in the event that the Group achieves an EBITDA of at least $2,400,000 in an Earnout Year; and

(b)

Up to a maximum of $3,333,333 in the event that the Group achieves an EBITDA of at least $3,700,000 in an Earnout Year, provided however,
in the event that the Group achieves less than $3,700,000 of EBITDA but more than $2,400,000 of EBITDA in an Earnout Year, $3,333,333
multiplied by the sum of "A" divided by "B" where:
(i)

"A" equals the sum of $3,700,000 less the EBITDA earned; and

(ii)

"B" equals $1,300,000 (being the difference between $2,400,000 and $3,700,000).

For the avoidance of doubt:
(a)

I f an EBITDA target for an Earnout Payment is achieved in an Earnout Year, but is not achieved in a subsequent Earnout Year, there is no
claim back for a reduction in the Earnout Payment achieved. Further, Earnout Payments will only be earned one time for each EBITDA Target;
and

(b)

If post-Closing the Buyer makes an adjustment to the Accounts, other than an adjustment arising out of a liability that was not provided for in the
Accounts, that adjustment will not be included in, or in any way be factored into, any EBITDA Calculation.
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5.5

5.6

5.7

Review of EBITDA Calculations.
(a)

Within ninety (90) days after the end of each Earnout Year, Buyer shall cause to be prepared and delivered to Sellers a written statement (in
each case, an "Earnout Calculation Statement"), setting forth in reasonable detail its determination and calculation of the EBITDA for the
Earnout Year and, the Earnout Payment, if any, payable to Sellers and the amount payable in cash and the number of Buyer Shares issuable to
Seller, with supporting documentation relating to such calculations.

(b)

Sellers shall have fifteen (15) business days after receipt of the Earnout Calculation Statement (the "Review Period") to review such statement.
Prior to the expiration of the Review Period, Sellers may object to the Earnout Calculation Statement by delivering a written notice of objection
(an "Earnout Calculation Objection Notice") to Buyer. Any Earnout Calculation Objection Notice shall specify the items in the Earnout Calculation
Statement in dispute and shall describe in reasonable detail the basis for such objection. If Sellers fail to deliver an Earnout Calculation
Objection Notice to Buyer prior to the expiration of the Review Period, then the Earnout Calculation Statement shall be final and binding on the
Parties hereto. If Sellers timely delivers an Earnout Calculation Objection Notice, then Buyer and Seller shall negotiate in good faith to resolve
the disputed items and agree upon the resulting amount of the Earnout Payment for the Earnout Year. If Buyer and Seller are unable to reach
agreement within fifteen (15) days after such an Earnout Calculation Objection Notice has been given, all unresolved disputed items shall be
submitted to the Expert Accountant for resolution. If unresolved disputed items are submitted to the Expert Accountant, Buyer and Sellers shall
each furnish to the Expert Accountant such work papers, schedules and other documents and information relating to the unresolved disputed
items as the Expert Accountant may reasonably request; provided that any work papers, schedules and other documents and information
submitted to the Expert Accountant shall be simultaneously delivered to the other Parties. The Expert Accountant shall resolve the disputed
items based solely on the applicable definitions, in accordance with the principles set forth in this Agreement and the presentations by Buyer
and Seller, and not by independent review.

Election to add an Earnout Payment to Buyer Notes
(a)

The Buyer may, on the date that an Earnout Payment is due to be paid in accordance with Clause 5.2, elect not, or simply fail, to make a cash
based Earnout Payment due under Clause 5.2(a), in which event, the Earnout Payment automatically, as at that election or failure date,
becomes a debt owing from the Buyer to the Seller, on the same terms and conditions of the Buyer Notes.

(b)

Failure by the Buyer to pay the Earnout Payment in accordance with Clause 5.2(a) is not an Event of Default, provided however, failure by the
Buyer to issue a new Buyer note in accordance with Clause 5.6(a), on the date that the relevant Earnout Payment is due to be paid, is an Event
of Default.

Reduction in Buyer Notes by a Successful Indemnity Claim

In the event that the Buyer is successful in proving an indemnity claim under clause 28 of this Agreement, the Buyer will first be paid under that claim by reducing
the amount payable from the sum outstanding in the Buyer Notes, and second in cash in the event that claim is a sum greater that the sum of outstanding Buyer
Notes.
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6.

Closing

6.1

Closing will take place at the offices of the Company on the Closing Date, or at such other place as the parties may agree or remotely via the exchange
of documents and signatures. The transfers and deliveries contemplated herein shall be deemed to have occurred and the Closing shall be deemed to
be effective as of the close of business on the Business Day prior to the Closing Date. The transfers and deliveries described in Clause 5 shall be
mutually interdependent and regarded as occurring simultaneously, and no such transfer or delivery shall become effective until all the other transfers
and deliveries provided for in this Agreement have also been consummated.

6.2

At Closing the Sellers will deliver each of the documents to be delivered by the Sellers under Schedule 3.

6.3

At Closing, the Sellers will:

6.4

(a)

Resolve the appointment of the new directors to the Company and the Subsidiary Companies in accordance with the Buyer's directions prior to
Closing;

(b)

Deliver the resignations of all current directors except for Dearing of the Company and the Subsidiary Companies;

(c)

Subject to paragraph (d) below, procure that the Working Capital amount has been retained within the Group;

(d)

Procure that the sum of the Net Accounts Receivable in excess of $300,000 at Closing be paid to the Sellers on a dollar for dollar basis upon
receipt of payment by the Buyer payable as part of the Consideration.

(e)

Procure all sums (if any) owing to the Company or a Subsidiary by a Seller, any director of the Company or any of their respective connected
Persons are repaid whether or not such sums are due for repayment; and

(f)

Procure all sums (if any), owing to a Seller or its affiliated Persons, other than normal wages or reimbursement costs, by the Company or a
Subsidiary, are repaid whether or not such sums are due for repayment.

At Closing the Buyer will:
(a)

Pay the Cash Payment by electronic funds transfer in accordance with the Sellers payment instructions;
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(b)

(c)

Issue the Share Payment Consisting of an aggregate of 1,666,667 Buyer Shares to the Sellers (or their prescribed nominees) in accordance with
each of their payment instructions as follows:
(i)

833,333 Buyer Shares to Dearing;

(ii)

416,667 Buyer Shares to Peabody; and

(iii)

416,667 Buyer Shares to Hiscock.

Deliver to the Sellers each of the documents to be delivered by the Buyer under Schedule 3; and

(d)
6.5

Take or procure the taking of the Buyer's actions listed Schedule 3.

The Sellers acknowledge and undertake that, for so long as they remain the registered holders of any of the Shares following Closing, they will:
(a)

Hold those Shares together with all dividends or distributions declared, paid or made in respect of them after Closing on trust and as nominee
for the Buyer; and

(b)

Subject to the Sellers Security, exercise all voting and other rights exercisable in respect of those Shares in accordance with the Buyer's
directions, and so that if a Seller (or Sellers) is in breach of the undertakings contained in this Clause 6.5 the Sellers hereby irrevocably authorise
the Buyer to appoint any person as his lawful attorney (and to the complete exclusion of any rights the Sellers may have in such regard) for the
purpose of:
(i)

exercising any and all voting and other rights and receiving all benefits and entitlements which may now or at any time after the date
of this Agreement attach to or arise in respect of any of the Shares; and

(ii)

generally executing or approving such agreements or documents and doing any such acts or things in relation to any of the Shares as
the attorney may think fit; and
in each case from the date of this Agreement to the day on which the Buyer or its nominee is entered in the register of members as the
holder of the Shares.

(iii)

6.6

The terms of this Agreement shall, insofar as not performed at Closing and unless otherwise stated, continue in force after and notwithstanding Closing
and Closing shall not constitute a waiver by a party of any of its rights under this Agreement.
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7.

Management of the Group after Closing

7.1

The Buyer will be entitled to charge the Company the Management Fee after Closing provided that no Management Fee may be charged or paid where:
(a)

The Buyer has made an election in accordance with Clause 5.6(a) and the Buyer Notes remain unpaid in whole or part; or

(b)

The Buyer is in breach of the Agreement, the Buyers Notes or the Sellers Security.

7.2

The Sellers and the Buyer agree, if any capital expenditure in excess of $50,000 (a "Significant Capital Expenditure") is required to be incurred from the
date of the Letter of Intent to the Closing Date to fund new business opportunities, the Sellers will notify, inform and brief the Buyer accordingly prior to
making any such Significant Capital Expenditure. Sellers covenant and agree that they shall not, and shall cause the Group not to make Significant
Capital Expenditure without the Buyer's express prior written consent. Any such Significant Capital Expenditure made will be deducted from the Working
Capital calculation on Closing, on the basis that the benefit arising from such investment will accrue post-Closing and for the benefit of the Buyer.

7.3

Dearing will enter into a contract of employment or extend his existing contract of employment pursuant to which he shall serve as the managing director
and chief executive officer of the Group for a period of up to three years after Closing (extendable by mutual agreement between Dearing and the Buyer)
and it is a material term of this Agreement that the contract of employment must not:
(a)

Reduce the net take home remuneration after tax that he is earning as at the Closing Date; and

(b)

If it does, and the Company makes good the shortfall in accordance with paragraph (a), the increased cost must be added back to the EBITDA.

7.4

Each of the current directors of the Company, other than Dearing, shall resign from the board effective as at the Closing Date, and the Buyer shall elect
new directors.

7.5

The Buyer will not, during the Earnout Years or while the Buyer Notes remain outstanding, without the Sellers consent in writing;
(a)

Other than the Management Fee, distribute any sum to the Buyer by way of dividend, capital, repayment of debt or otherwise, or in any manner
reduce the capital of the Company or the Subsidiary Companies;

(b)

Create or permit the creation of any Encumbrance ranking superior to the Sellers' Security.

(c)

Dispose or permit the disposition of the Shares or any assets of the Company and its Subsidiary Companies;
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(d)

Create or permit the creation of any liability in the Company or its Subsidiary Companies other than a liability in the normal course of the
Business;

(e)

Materially change the Business of the Group;

(f)

Add any cost to the Group by virtue of for example, inter-company interest, corporate expenses, which are not in the Sellers' reasonable opinion
necessary for the operation of the Business, and which have the effect of reducing the Group's EBITDA.

7.6

The Sellers and the Buyer agree, that the method for calculating EBITDA (as set out in Clause 1.1 of this Agreement) during the Earnout Years, will be
exactly the same as it was before Closing so as long as it is conforms with GAAP.

7.7

The Buyer agrees with the Seller:
(a)
(b)

To retain the accounting firm who completed the restatement of the Accounts to US GAAP as well as the audit of the Accounts, for the Earnout
Years; and
To undertake and deliver the EBITDA Calculations;

provided however the Buyer is not obliged to comply with this clause in the event that the specified accounting firm is adjudged insolvent by its partners
or a Governmental or Regulatory Authority, commits a fraud or an act of serious misconduct, or is not acceptable in the reasonable opinion of the
Buyer's US Auditors and in which case, the accounting firm retained will be a reputable firm based in Manila.
7.8

Post-Closing and up to the date that the Buyer Notes are paid in full, and the Earnout Payments have also been paid in full or have otherwise expired,
the Buyer will supply the following information to the Sellers, the annual Group audited financial statements within three months of the end of each
financial year;

7.9

If:
(a)

The Tax Claim Determined is less than the Tax Provision then the difference, not to exceed $300,000 will be paid to the Seller within five
Business Days of the Buyer being notified of the Tax Claim Determined or the Tax Provision Expiry Date, whichever is the earlier, paid as part
of the Consideration;

(b)

The Tax Claim Determined is equal to or greater than the Tax Provision, then no adjustment of the Consideration is required.
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8.

Termination

8.1

Each Seller hereby covenants and agrees to immediately give written notice to the Buyer of any event, matter or circumstance of which they are or
become aware of on or prior to Closing which:

8.2

(a)

Is a Relevant Breach; or

(b)

Otherwise constitutes a material breach of this Agreement by the Sellers.

If at any time before Closing either:
(a)

The Buyer becomes aware of any Event of Default; or

(b)

The Sellers Conditions have not been fulfilled;

(c)

The Buyer shall be entitled to rescind this Agreement on or before the Closing Date by notice to the Sellers without any liability on its part.

8.3

If the Buyer exercises its right of rescission under Clause 8.2 it shall have no other claim.

8.4

I f clause 8.2 applies and the Buyer does not exercise its right of rescission but proceeds to Closing, the Buyer will have no other claim against the
Sellers and will be taken to have irrevocably waived its rights against the Sellers in relation to those matters.

8.5

Except in the circumstances set out in Clause 8.2 the Buyer shall not be entitled to rescind this Agreement and the right of rescission under Clause 8.2
shall not be exercisable after Closing.

8.6

If the Buyer fails to comply with clause 6A of this Agreement, or is otherwise in breach of this Agreement on or before the Closing Date, the Seller shall
be entitled to terminate this Agreement by notice to the Buyer without any liability on its part.

9.

Warranties

9.1

The Sellers jointly and severally warrant to the Buyer that,
(a)

Each of the Sellers Warranties, notwithstanding anything in this Agreement, will be subject to matters Disclosed and matters contained in the
Disclosure Letter; and

(b)

Each of the Seller Warranties will be at all times up to and including the Closing Date true, accurate and correct in all material respects and not
misleading by reference to the facts and circumstances then existing and for this purpose each of the Seller Warranties shall be deemed to be
repeated on each day from the date of this Agreement up to and including the Closing Date by reference to the facts and circumstances then
existing.
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9.2

Each of the Sellers acknowledges and understands that the Buyer is entering into this Agreement, and the other Transaction Documents (defined below)
in reliance on the Seller Warranties.

9.3

Each of the Seller Warranties shall be construed as a separate and independent warranty and (unless otherwise stated) shall not be limited by the terms
of any of the other Seller Warranties or by any other term of this Agreement.

9.4

9.5

The Buyer may not make a Claim for breach of a Seller Warranty unless:
(a)

The amount claimed in respect of a single claim exceeds $35,000 ("Cap"); or the amount claimed consists of more than one claim having a total
amount claimed of no less than $175,000 ("Basket"); and

(b)

The Claim is made by notice in writing from the Buyer to the Seller, setting out the details of the Claim including the amount and the basis of the
Claim, on or before the due date of the Buyers Note.

The maximum amount that the Buyer may recover from the Sellers (whether by way of damages or otherwise) in respect of all breaches of the Tax
Claim Disclosed and the Seller Warranties is SO percent of the Consideration paid and delivered at Closing (the "Cap"), and the manner of payment will
be based on an equal one third return to the Buyer of:
(a)

The Cash Payment;

(b)

The Buyer Notes; and

(c)

The Share Payment.

9.6

The Sellers make no warranties or forecasts in relation to any future events despite any other clause or warranty contained in this document and
notwithstanding that materials relating to future events may have been provided in due diligence investigations,

9.7

The Buyer may only recover once for the same loss, and cannot bring a Claim for an amount or loss to the extent:
(a)

That the same amount or loss has been recovered in another claim, or is made good or is compensated for without cost to the Buyer;

(b)

An amount equal to any tax rebate, tax credit, or reduction in present or future tax received or receivable by the Buyer in respect of the amount
or matter the subject of the claim;

(c)

That there are any corresponding savings by, or net benefit to, the Buyer or any of its related bodies corporate; or
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(d)
9.8

That the Buyer is entitled to take recovery action (including a claim on an insurance policy) for any part of that amount.

If the Sellers pay the Buyer an amount for a Claim and the Buyer or the Company later receives from some other person any sum or money, credit or
benefit in respect of any matter giving rise to that Claim or mitigates its loss, the Buyer must immediately repay to the Sellers the lesser of:
(a)

The amount paid by the Sellers for the Buyer's Claim; and

(b)

The sum (including any interest) received or an amount equal to the value of the thing received or equal to the value of the benefit of that
mitigation, less all reasonable costs incurred in obtaining the amount or thing received.

9.9

The Buyer warrants to the Sellers that, each of the Buyer Warranties will be at all times up to and including the Closing Date true, accurate and correct in
all material respects and not misleading by reference to the facts and circumstances then existing and for this purpose each of the Buyer Warranties
shall be deemed to be repeated on each day from the date of this Agreement up to and including the Closing Date by reference to the facts and
circumstances then existing.

9.10

T h e Buyer and acknowledges and understands that the Sellers are entering into this Agreement on the basis of and in reliance upon the Buyer
Warranties.

10.
10.1
10.2

10.3

Tax Claims
Tax claims under this Agreement do not apply to any Taxation liability or obligation arising after 31 December 2015.
The Buyer must give notice to the Sellers if:
(a)

There is a Tax Claim Determined; or

(b)

The Buyer or Company receives notice from a tax authority or other competent person or authority ("Regulator"), after Closing, that it proposes
to conduct a review or audit of the Group's Taxation affairs and must keep the Sellers informed of progress with any review or audit.

If either Clause 6.3(c)(ii) or (iii) applies, this Clause 10 will not apply to the Tax Claimed Disclosed.
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10.4

If:
(a)

The Regulator issues an assessment or amended assessment ("Relevant Assessment") to the Group for Taxation payable in respect of a
financial year or period ending on or before the Closing Date ("Review Period"); and

(b)

The amount of the Relevant Assessment exceeds any prior assessments notified as payable or provided for in the Accounts for the relevant
period ("Original Assessment");

then the following provisions of this clause 10 apply.
10.5

The Buyer must provide the Sellers with a copy of the Relevant Assessment as soon as practical after its receipt.

10.6

The Sellers must pay to or as directed by the Buyer an amount determined under this clause 10 ("Tax Adjustment") at least two Business Days before
the due date for payment of the Relevant Assessment or the amount of the Relevant Assessment if the Tax Adjustment has not been determined by that
date.

10.7

If the Sellers have paid the Relevant Assessment in accordance with clause 10.4 and the Tax Adjustment (when determined) is more or less than the
Relevant Assessment:
(a)
(b)

The Sellers must pay the amount by which the Tax Adjustment exceeds the Relevant Assessment to the Buyer; or
The Buyer must pay the amount by which the Relevant Assessment exceeds the Tax Adjustment;

within five Business Days of the Tax Adjustment being determined.
10.8

The Tax Adjustment is the amount that will place the Company in the same position as if it had not received the Relevant Assessment after allowing for
any adjustments, deductions, credits, reimbursements or rebates that will be paid or allowed to the Company as a result of payment of the Relevant
Assessment or otherwise in connection with the adjustment of its Tax affairs for the Review Period.

10.9

If requested by the Sellers, the Buyer will permit the Sellers to negotiate with the Regulator before or after the issue of a Relevant Assessment and to
contest any Relevant Assessment in the name of the Company, or in respect of the Tax Claim Disclosed ("Preventative Action") but at their own
expense.

10.10

Notwithstanding anything in this Agreement, if the Sellers elect to take Preventative Action the Buyer shall take such action as is reasonably requested
by the Sellers to:
(a)

Procure the Company or a Subsidiary Company to give all necessary authorities to the Regulator allowing them to deal with the Sellers;
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(b)

Make available to the Sellers relevant records and books of account of the Group as deemed reasonable by the Buyer in its sole discretion;

(c)

Not interfere with or obstruct the Seller in taking Preventative Action; and

(d)

Generally support the Seller in taking Preventative Action.

10.11

If the Sellers pay any Tax Adjustment and the Regulator subsequently refunds any portion of the Relevant Assessment or pays interest on the refunded
amount, the Company must account to the Sellers for that proportion of the refund or interest attributable to the payments made by the Buyer within five
Business Days of the Company or a Subsidiary Company receiving the payment or credit for the refund or interest.

10.12

If there is any dispute between the parties as to the amount of a Tax Adjustment that is required to be paid or the amount to be repaid to the Sellers, that
dispute will be determined by an Expert Accountant who must be based in Manila.

11.
11.1

11.2

12.

Confidentiality
The parties undertake to keep confidential the terms of this Agreement and all information about each other, and will ensure that the same level of
confidentiality binds its employees, agents and advisors.
The parties shall be entitled to disclose the information where:
(a)

Information becomes public knowledge other than as a direct or indirect result of the information being disclosed in breach of this Agreement;

(b)

The parties agree in writing that such information is not confidential; and

(c)

The disclosure is required by law, or by a regulatory body, tax authority or securities exchange.

Assignment

12.1

This Agreement shall be binding on and shall enure for the benefit of the successors in title of each party.

12.2

No party shall be entitled to assign the benefit of any rights under this Agreement without the prior written consent of the other parties, such consent not
to be unreasonably withheld.
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13.

Entire Agreement

13.1

This Agreement (together with the other documents referred to in it) sets out the entire agreement and understanding between the parties and
supersedes all prior agreements or understanding (whether oral or written) between the parties in respect of the subject matter of this Agreement.

13.2

Each party acknowledges that, in entering into this Agreement, it has not relied on any representations or warranties except those contained in this
Agreement (or any document referred to in it), provided that nothing in this Agreement shall limit or exclude any liability for fraud.

13.3

The rights of a party under this Agreement are independent, cumulative and without prejudice to all other rights available to it whether as a matter of
common law, statute, custom or otherwise.

14.

Exclusivity
The Buyer's exclusive right up to 31 May 2016, to complete the acquisition of the Company is restated in this Agreement, and the Sellers warrant and
covenant again that they, or their employees, agents or advisors, will not, from the Effective Date to 31 May 2016, solicit or negotiate with anyone else
regarding the potential acquisition of the Company, its assets, or the Business.

15.

Further Assurance
Each party shall execute or procure that any necessary third party shall execute all such documents and/or do or procure the taking of such steps as the
other party shall after Closing reasonably require in order to give effect to this Agreement (and any document entered into pursuant to it) and to give
each party the full benefit of the provisions of such documents.

16.

No Set Off
All payments to be made by the Buyer under this Agreement shall, unless otherwise provided in this Agreement or separately in writing between the
parties, be made in full:
(a)

Without any set off or counterclaim; and

(b)

Free from any deduction or withholding save as may be required by law.
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17.

Waiver, Variation and Release

17.1

No failure or delay by a party in exercising any claim, remedy, right, power or privilege under this Agreement shall operate as a waiver, nor shall any
single or partial exercise of any claim, remedy, right, power or privilege preclude any further exercise of any other claim, right, power or privilege.

17.2

No variation of this Agreement shall be effective unless it is agreed in writing and executed by each party.

18.

19.

Costs
(a)

Except as otherwise specifically provided in this Agreement, each party shall bear its own legal and other costs incurred in relation to the
negotiation, preparation and Closing of this Agreement (and the other documents referred to in it).

(b)

The Buyer will pay to the Seller half of the Hong Kong stamp duty payable on transfer of the Shares from the Sellers to the Buyer up to a
maximum of $12,000.

Counterparts
This Agreement may be entered into in two or more counterparts, and by the parties to it on separate counterparts, but shall not be effective until each
party has executed at least one counterpart, and each counterpart, when executed and delivered shall be an original, and all counterparts shall together
constitute one and the same document.

20.

Effect on Closing
Except to the extent already performed, all provisions of this Agreement shall, so far as they are capable of being performed or observed, continue in full
force and effect notwithstanding Closing.
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Invalidity
Each of the provisions of this Agreement shall be read and construed independently of the other provisions as entirely separate and is severable. If any
provision (or part thereof) is found by any court or competent authority to be illegal, invalid or unenforceable in any jurisdiction, that provision (or part
thereof) shall be deemed not to be part of this Agreement and shall not affect the continuation in force of the remainder of this Agreement.
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22.

Third Party Rights
This Agreement and the documents referred to in it are made for the benefit of the parties to them and their successors and permitted assigns, and are
not intended to benefit, or be enforceable by, anyone else.

23.

Notices

23.1

Any notice to be given in connection with the matters contemplated by this Agreement shall, unless expressly provided otherwise, be in writing and shall
either be delivered by hand or by electronic transmission. Delivery by courier shall be regarded as delivery by hand. In this Clause 24 notice includes any
request, demand, instructions, communication or other document.

23.2

Such notice shall be sent to the relevant party, if an individual to his address set out in this Agreement and if a company to its registered office address
for the time being, or in each case to the relevant electronic address set out below and in each case marked for the attention of the relevant person as
set out below.
Sellers — electronic address to wdearing@topdrawanimation.com for the attention of Wayne Dearing
Buyer — electronic address to mel@gromsocial.com for the attention of Mel Leiner

23.3

A notice so delivered or sent shall be deemed to have been served if by:
(a)

Hand, when delivered; or

(b)

Electronic transmission, at the time of successful completion.

23.4

I n proving the service, it shall be sufficient to show that delivery by hand was made, or that the electronic transmission was properly addressed and
transmitted.

23.5

A party may notify the other parties of a change to its name, relevant person, address or electronic transmission for the purposes of Clause 23.2, but
any such notification shall only be effective upon actual (as opposed to deemed) receipt and then only with effect from the later of any date specified in
the notification as the date on which the change is to take place and the fifth business day following the day on which such notification is actually
received.
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24.

Default Interest
If a party which is required to pay any sum under this Agreement fails to pay such sum on the due date for payment it shall pay interest on such sum for
the period from and including the due date up to the date of actual payment (after as well as before judgment) at the rate per annum that is 4% above the
Citibank base rate from time to time. Such interest shall accrue from day to day, be compounded monthly and shall be paid on demand.

25.

Governing Law and Jurisdiction

25.1

This Agreement and any dispute claim or obligation (whether contractual or non-contractual) shall be governed by and construed in all respects in
accordance with the law of Hong Kong.

25.2

The parties irrevocably agree to submit to the exclusive jurisdiction of the courts of Hong Kong in relation to any dispute, claim or obligation (whether
contractual or non-contractual) arising out of or in connection with this Agreement or the legal relationships established by it.

26.

Dispute Resolution

26.1

Limitation on proceedings
Subject to any matter specifically referred to the Expert Accountant under this Agreement, the parties agree that it is a condition precedent to the
commencement of any litigation proceedings by a party in respect of a dispute under, or in relation to, this Agreement ("Dispute") that the party has
complied fully with the agreed process of resolving a Dispute ("Dispute Resolution Process") under this clause (regardless of the level or levels on which
the Dispute has previously been considered).

26.2

Dispute Resolution
(a)

Except for disputes regarding Earnout Payments, where a Dispute arises between the parties, a party may give notice to the other parties
initiating a Dispute Resolution Process in respect of the Dispute ("Dispute Notice") which Dispute Notice must:
-

state that the notice is given under this sub-clause;

-

describe the nature of the Dispute; and

-

nominate a representative of the party who is authorised to negotiate and settle the Dispute on the party's behalf.
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26.3

(b)

Each Other party must within 5 Business Days after receipt of a Dispute Notice nominate in writing to the other parties a representative
authorised to negotiate and settle the Dispute on its behalf.

(c)

The parties' representatives must negotiate in good faith with a view to resolving the Dispute within 15 Business Days after the receipt of the
Dispute Notice, (or such longer period as those representatives agree), failing which the Dispute must be immediately referred to the Chief
Executive Officers of the parties.

(d)

The Chief Executive Officers must negotiate in good faith with a view to resolving the Dispute within 10 Business Days of the Dispute being
referred to them (or such longer period as the Chief Executive Officers agree) failing which, the Dispute may be immediately referred by a party
by notice to mediation or Expert determination under this Agreement.

Mediation
Mediation of a Dispute must:
(a)

Be conducted in Hong Kong by the person or body agreed to by the parties or, failing agreement within 20 Business Days after receipt of the
Dispute Notice, by the person or body as nominated by the President for the time being of the Law Society of the Hong Kong on request by
either party;

(b)

Be conducted in accordance with such rules as may be agreed to by the parties or, failing agreement within 20 Business Days after receipt of
the Dispute Notice, in accordance with the rules nominated by the person or body agreed or nominated to conduct the mediation;

(c)

Be at the cost and expense of the parties equally (except that each party must pay its own advisers, consultants and legal fees and expenses)
unless the parties otherwise agree;

(d)

If not earlier resolved, be continued for a period expiring on the date being 10 Business Days after the nomination of the mediator (or such other
period as the parties may agree) after which either party may at any time after that date seek Expert determination in accordance with this
agreement or commence litigation proceedings in respect of the Dispute.

27.

Expert Determination

27.1

Expert determination

Where a matter is permitted or required by this Agreement to be determined by an Expert, or if the parties otherwise agree, any party may refer the matter to the
determination of an Expert and the following provisions apply:
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28
28.1

28.2

(a)

Subject to any other determination by the Expert, the costs of obtaining the determination must be at the cost and expense of the parties equally
(except that each party must pay its own advisers, consultants and legal fees and expenses) unless the parties otherwise agree;

(b)

The Expert determination must be conducted by a person or body agreed to by the parties or, failing agreement within 10 Business Days after a
party proposes a person or body, by the person or body nominated by the President for the time being of the Law Society of the Hong Kong; and

(c)

In making a determination:
-

the Expert must act in that capacity and not as an arbitrator;

-

the Expert's finding is final and binding upon the parties in the absence of manifest error;

-

the Expert must determine which party or parties should bear the costs of any such determination and in what proportion. In making
this decision, the Expert must consider the degree to which he or she considers such party was unreasonable in failing to agree to
the matter; and

-

the Expert may employ consultants to assist the Expert to carry out his or her duties.

Indemnification
Indemnification by Sellers. Subject to the specific limitations set forth in this Agreement, Sellers shall, jointly and severally, indemnify, defend and hold
harmless Buyer and its officers, directors, members, managers and Affiliates (the "Buyer Indemnified Parties") in respect of, and hold each of them
harmless from, against, and with respect to any and all Losses suffered, incurred or sustained by any of them, resulting from, arising out of or relating to
the following:
(a)

The Tax Claim Disclosed;

(b)

Any misrepresentation or breach of the warranty given in clause 27.1 of "Schedule 4, The Seller Warranties", of this Agreement; and

(c)

All Taxes (or the non-payment thereof) by the Company and each Subsidiary Company for all taxable periods ending on or before 31 December
2015.

Indemnification by Buyer. Subject to the specific limitations set forth herein, Buyer shall indemnify, defend and hold harmless Sellers ("Seller Indemnified
Parties") from, against and with respect to any Loss arising out of or in connection with any of the following:
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28.3

(a)

Any breach of any of the representations and warranties of Buyer contained in or made pursuant to this Agreement or any other
Transaction Document;

(b)

Any failure by Buyer to perform or observe, in full, any covenant, agreement or condition to be performed or observed by it pursuant to
this Agreement or any other Transaction Document; or

Limitations on Indemnity. The indemnification provided for in Sections 28.1. and 28.2 above is subject to the following limitations:
(a)

If Clause 7.9(a) applies, this Clause 28 will not apply to the Tax Claimed Disclosed.

(b)

N o party will be liable hereunder with respect to claims referred to in Sections 28.1 and 28.2 above unless the Person seeking
indemnification gives written notice thereof within the Applicable Limitation Date. Notwithstanding any implication to the contrary
contained in this Agreement, so long as a the Person seeking indemnification (an "Indemnified Party") delivers written notice of a claim
no later than the Applicable Limitation Date, the other party shall be required to indemnify hereunder for all Losses (following the final
determination of such liability pursuant to and in accordance with Section 28.5) which such Person may incur (subject to the De
Minimus Amount (defined below), Basket and the Cap, if applicable) in respect of the matters which are the subject of such claim,
regardless of when incurred.

(c)

A n Indemnified Party shall not be entitled to indemnification under Sections 28. 1 or 28. 2 (except in the case of fraud) for any
individual item, or group of related or similar items arising out of the same condition or circumstance, where the Losses related thereto
for which the Indemnifying Party would otherwise be required to provide indemnification are less than $5,000 (the "De Minimis
Amount"); provided, however, that if the Losses related thereto for which the Indemnifying Party would otherwise be required to provide
indemnification equal or exceed the De Minimis Amount, then the Indemnified Party shall be entitled to indemnification in full for all
such Losses without regard to the De Minimis Amount (but subject to the other limitations set forth in this Section 28.3.

(d)

Any payment made under this Clause 28 in respect of any indemnification claim shall be reduced by an amount equal to any Tax
benefits attributable to such claim but only to the extent that such Tax benefits are actually recognized by the party in the Tax year in
which such Losses were incurred and, in the event that such Tax benefit is realized after the indemnification payment to which such
Loss relates is paid, the Indemnified Party shall remit to the Indemnifying Party the lesser of (A) such Tax benefit and (B) the amount of
the indemnification payment.

(e)

The amount of Losses required to be paid by any Person in any year will be reduced to the extent of any amounts an Indemnified Party
actually receives (i) pursuant to the terms of the insurance policies (if any) covering an indemnification claim (determined after giving
effect to any increase in premiums resulting therefrom) or (ii) other payment from a third party. In the event that such insurance
proceeds or other payment are received after the indemnification nonpayment to which Loss relates is paid, the Indemnified Party shall
remit to the Indemnifying Party the lesser of (A) such insurance proceeds or such other payment, as applicable, and (B) the amount of
the indemnification. The Parties agree to use their commercially reasonable efforts to assert such rights and obtain such recoveries
with respect to insurance policies and indemnification or other payment rights against third parties.
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28.4

Method of Asserting Claims. All claims for indemnification by any Indemnified Party seeking to be indemnified under this Clause 28 will be asserted and
resolved as follows:
(a)

(b)

I n order for an Indemnified Party to be entitled to any indemnification provided for under Section 28.1 or 28.2 in respect of, arising out of or
involving a claim or demand made by any Person not a Party, or an Affiliate of a Party, to this Agreement against the Indemnified Party (a "Third
Party Claim"), the Indemnified Party shall deliver a written notice of such Third Party Claim (the "Claim Notice") to the indemnifying party (the
"Indemnifying Party") within ten (10) days after receipt by such Indemnified Party of written notice of the Third Party Claim; provided, that failure
to give such Claim Notice shall not affect the indemnification provided hereunder except to the extent the Indemnifying Party shall have been
actually prejudiced as a result of such failure. Any Claim Notice shall:
(i)

state with reasonable specificity the basis on which indemnification is being asserted;

(ii)

set forth the amount (estimated, if not known and if reasonably ascertainable at such time) of Losses for which indemnification is being
asserted, and

(iii)

be accompanied by copies of all relevant pleadings, demands and other documentation in the possession of the Indemnified Party.

If a Third Party Claim is made against an Indemnified Party, the Indemnifying Party shall be entitled to participate in the defense thereof and, if it
so chooses, to assume and control the defense thereof with counsel selected by the Indemnifying Party, which counsel must be reasonably
satisfactory to the Indemnified Party. Should the Indemnifying Party so elect to assume the defense of a Third Party Claim, the Indemnifying
Party:
(i)

shall within ten (10) days after receipt of the Claim Notice give written notice to the Indemnified Party of such election to assume the
defense of such Third Party Claim; and

(ii)

shall not be liable to the Indemnified Party for legal expenses subsequently incurred by the Indemnified Party in connection with the
defense thereof, but shall continue to pay for any other Loss suffered. If the Indemnifying Party assumes such defense, the Indemnified
Party shall have the right to participate in the defense thereof and to employ counsel, at its own expense, separate from the counsel
employed by the Indemnifying Party.
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(c)

(d)

(e)

If:
(i)

the Indemnifying Party shall not assume the defense of a Third Party Claim with counsel reasonably satisfactory to the Indemnified
Party within a reasonable time after any Claim Notice; or

(ii)

legal counsel for the Indemnified Party notifies the Indemnifying Party in writing that there are or may be, and there is in fact a
reasonable legal basis for believing that are, material legal defenses available to the Indemnifying Party or to other Indemnified Parties
which are materially different from or additional to those available to the Indemnified Party, which, if the Indemnified Party and the
Indemnifying Party were to be represented by the same counsel, would constitute a conflict of interest for such counsel which prejudices
prosecution of the defenses available to such Indemnified Party; or

(iii)

if the Indemnifying Party shall assume the defense of a Third Party Claim and fails to diligently prosecute such defense, then in each
such case the Indemnified Party, by notice to the Indemnifying Party, may employ its own counsel and control the defense of the Third
Party Claim, but in such event it shall be the obligation of the Indemnified Party to do so in a reasonably prudent manner, and, if it shall
do so, the Indemnifying Party shall be liable for the reasonable out-of-pocket fees, charges and disbursements of counsel employed by
the Indemnified Party, and the Indemnified Party shall be promptly reimbursed for any such reasonable out-of-pocket fees, charges and
disbursements, as and when incurred.

Whether the Indemnifying Party or the Indemnified Party control the defense of any Third Party Claim, the Parties hereto shall cooperate in the
defense thereof. Such cooperation shall include;
(i)

the retention and provision to the counsel of the controlling party of records and information which are reasonably relevant to such Third
Party Claim;

(ii)

making employees available on a mutually convenient basis to provide additional information and explanation or any material provided
hereunder;

(iii)

keeping the other Party fully informed as to all matters concerning such Third Party Claim;

(iv)

promptly notifying the other Party in writing of any and all significant developments relating thereto; and

(v)

consulting with the other Party prior to acting on major matters, including settlement discussions.

I n the event the Indemnifying Party controls the defense of any Third Party Claim, the Indemnifying Party shall have the right to settle,
compromise or discharge a Third Party Claim (other than any such Third Party Claim in which criminal conduct is alleged) without the
Indemnified Party's consent if such settlement, compromise or discharge;
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(f)

(g)

(h)

28.5

(i)

constitutes a complete and unconditional discharge and release of the Indemnified Party; and

(ii)

provides for no relief other than the payment of monetary damage and such monetary damages are paid or otherwise satisfied in full by
the Indemnifying Party or the Indemnified Party has no liability therefor.

In the event the Indemnified Party controls the defense of any Third Party Claim, the Indemnified Party shall have the right to settle, compromise
or discharge a Third Party Claim (other than any such Third Party Claim in which criminal conduct is alleged) without the Indemnifying Party's
consent if such settlement, compromise or discharge;
(i)

constitutes a complete and unconditional discharge and release of the Indemnifying Party; and

(ii)

provides for no relief other than the payment of monetary damage.

In the event any Indemnified Party should have a claim under Section 28.1 or 28.2 against any Indemnifying Party that does not involve a Third
Party Claim, the Indemnified Party shall promptly deliver a written notice of such claim (the "Indemnity Notice") to the Indemnifying Party. The
failure by any Indemnified Party to give the Indemnity Notice shall not impair such party's rights hereunder except to the extent that an
Indemnifying Party demonstrates that it has been prejudiced thereby. Any Indemnity Notice shall:
(i)

state with reasonable specificity the basis on which indemnification is being asserted;

(ii)

set forth the amount (estimated, if not known and if reasonably ascertainable at such time) of Losses for which indemnification is being
asserted; and

(iii)

be accompanied by copies of all relevant documentation in the possession of the Indemnified Party.

If the Indemnifying Party has disputed its liability with respect to such claim, the Indemnifying Party and the Indemnified Party will proceed to the
Dispute Resolution Process under this Agreement

Prior Knowledge. No party can make a claim for indemnification under this Clause 28 for any matters actually known to such party on or prior to the
Closing Date; provided, however, that the burden of proving that knowledge prior to Closing Date of the Indemnified Party shall rest with the
Indemnifying Party.
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29.

Covenant Not to Compete.

29.1

Dearing agrees, subject to satisfaction of clause 7.3 by the Buyer and Dearing, that he will not up 1 January 2019, directly or indirectly, for any reason,
for his own account, or on behalf of, or together with or through, any other Person or entity, whether as principal, agent, shareholder, participant, partner,
promoter, director, officer, manager, member, equity owner, employee, consultant, sales representative or otherwise:
(a)

Own, manage, control, participate in, consult with, render services for, or in any other manner engage in any business with any Person
(including, without limitation, any division, group or franchise of a larger organization) that engages in the Business of the Group, the Buyer or
their affiliates;

(b)

Solicit, or assist in the solicitation of, any Person to whom Sellers either sold, provided or solicited to sell or provide any service or product, in
each case, for the purpose of selling, providing or soliciting to sell or provide any service or product the same as that sold or provided by the
Group in connection with the Business;

(c)

Divert, recommend, refer or suggest any customer or prospective customer of services or products provided or sold by the Group in connection
with the Business to any Person other than Buyer;

(d)

Solicit, or assist in the solicitation of, any Hired Employee (defined below) or other Person employed or engaged by Buyer as of the Closing
Date in any capacity (as an employee, independent contractor or otherwise) to terminate such employment or other engagement, whether or
not such employment or engagement is pursuant to a contract and whether or not such employment or engagement is at will; or

(e)

Knowingly or intentionally damage or destroy the goodwill and esteem of the Group, the Business or the Buyer with its vendors, suppliers,
employees, patrons, customers, prospective customers and any others who may at any time have or have had business relations with Buyer,
the Group or the Business.

29.2

Dearing and the Buyer recognize and agree that in the event of a breach or threatened breach by Dearing of Clause 29.1, money damages would not be
an adequate remedy to Buyer for such breach and, even if money damages were adequate, it would be difficult to ascertain or measure with any degree
of accuracy the damages sustained by Buyer therefrom. Accordingly, if there should be a breach or threatened breach by Dearing of the provisions of
Clause 29.1, Buyer shall be entitled to an injunction restraining Dearing from any such breach. Nothing in the preceding sentence shall limit or otherwise
affect any remedies that Buyer or its affiliates may otherwise have under applicable law.

29.3

All of the covenants in Clause 29.1 are intended by each party thereto to be, and shall be construed as, agreements independent of any other provision
in this Agreement, and the existence of any claim or cause of action of Sellers against Buyer, whether predicated on this Agreement or otherwise, shall
not constitute a defense to the enforcement by Buyer of any covenant in Clause 29.1. The parties hereby agree that Clause 29 is a material and
substantial part of the transactions contemplated hereby.
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29.4

A breach by Dearing of this Clause 29 will not amount to a breach of this Agreement rather it is a matter between Dearing and the Buyer pursuant to
Dearing's contract of employment with the Company.

30.

Severability.

30.1

In the event that any provision in this Agreement shall be determined to be invalid, illegal or unenforceable in any respect, the remaining provisions of
this Agreement shall not be in any way impaired, and the illegal, invalid or unenforceable provision shall be fully severed from this Agreement and there
shall be automatically added in lieu thereof a provision as similar in terms and intent to such severed provision as may be legal, valid and enforceable.
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Schedule 1
Company Information
Name

TD Holdings Limited

Company Type

Private

Company Number

996145

Place of
Incorporation

Hong Kong

Registered Office

C/- Fansway Secretaries Limited
Rooms 1009-1012, 10/F.,K
Wah Centre
191 Java Road, North Point,
Honk Kong

Issued Share Capital

Shareholders

Directors

Ordinary A

2,000

Ordinary B

2,000

Total Shares on Issue

4,000

Wayne Dearing

1,000 Ordinary A and 1,000 Ordinary B

David Peabody

500 Ordinary A and 500 Ordinary B

Michael Hiscock

500 Ordinary A and 500 Ordinary B

Wayne Dearing
David Peabody
Michael Hiscock

Secretary

Fansway Secretaries Limited

Name

Top Draw Animation Hong Kong Limited

Company Type

Private

Place of
Incorporation

Hong Kong
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Registered Office

C/- Fansway Secretaries Limited
Rooms 1009-1012, 10/F.,K
Wah Centre
191 Java Road, North Point,
Honk Kong

Sole Shareholder

TD Holdings Limited

Name

Top Draw Animation Inc.

Company Type

Private

Place of
Incorporation

Manila

Registered Office

Suite 601, 6 th Floor, West
Tower, Philippine Stock
Exchange Center
Exchange Road, Ortigas
Center, Pasig City,
Philippines

Sole Shareholder

Top Draw Animation Hong Kong Limited
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Schedule 2
Conditions and Pre-Closing Restrictions
Part 1
Conditions

1.

The Seller must, on or prior to Closing:
(a)
(b)

2.

The Seller and the Buyer must, on or prior to Closing, enter into and execute:
(a)
(b)
(c)

3.

Deliver the Accounts;
Deliver an EBITDA for the full year to 31 December 2015 of at least $1,800,000, confirmed by the audited financial statements for the Company
as at 31 December 2015.

The Buyer Notes;
The Sellers Security;
The Lock-Up Agreement.

Prior to Closing, the Buyer must have completed its due diligence review of the Group.
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Part 2
Pre-Closing Restrictions
The Sellers undertake to and covenants with the Buyer that, in the period between the Effective Date and the Closing Date, they shall procure that the Company
and its Subsidiaries shall not:
Corporate
1.

Resolve to change its name or alter its constitution.

2.

Modify or vary any rights attached to any shares or create, allot or issue any shares or grant or agree to grant rights to subscribe for, or to convert any
security into, any shares.

3.

Capitalise or repay any amount standing to the credit of any of its reserves or redeem or purchase any of its share capital.

4.

Reduce its share capital.

5.

Resolve to be voluntarily wound up.

6.

Pass any resolution or obtain any consent from its members or any class of its shareholders.

7.

Fail to keep proper accounting records or to make therein true and complete entries of all its dealings and transactions.

8.

Fail to maintain the confidentiality of any Company Confidential Information.

Operational
Unless the Buyer otherwise consents, other than in the ordinary course of business:
9.

Incur in any single transaction any liability (whether as principal or surety) for a principal amount that exceeds or could exceed $100,000.

10.

Make any material change (including any change by the incorporation, acquisition or disposal of a subsidiary or a business) in the nature, terms or
extent of its business.

11

Create any Encumbrance on its business, undertaking or any of its material assets.

12.

Enter into any material transaction with or for the benefit of any of its directors or any of their respective connected persons.
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13.

Permit any of its assets to be depleted by any unlawful act on the part of any person.

14.

Commit or omit to do any act or thing the commission or (as the case may be) omission of which is in contravention of any applicable law, order or
regulation and which could have a material adverse effect on the business or financial condition.

15.

Fail to keep in place its existing insurance coverage.
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Closing
Documents to be delivered and obligations to be performed by the Sellers:
1.

A copy of the minutes of a meeting of the shareholders of the Company and of each Subsidiary, authorising the financial assistance being granted to the
Buyer in the acquisition of the Shares, certified as correct by a director or the secretary of the Company.

2.

A copy of the minutes of a meeting of the directors of the Company, certified as correct by a director or the secretary of the Company, authorising:

2.1

the financial assistance being granted to the Buyer in the acquisition of the Shares and declaring the solvency of the Company and the Group as at the
date of giving the financial assistance;

2.2

the acceptance for registration of the Share transfers;

2.3

the cancellation of existing share certificates in respect of the Shares (if any), and the issue of share certificates to the Buyer;

2.4

the appointment of the Buyer's directors to the board of directors of the Company and the Subsidiaries effective from the Closing Date

2.5

the resignations of the Sellers directors to the board of directors of the Company and the Subsidiaries effective from the Closing Date.

3.

Transfers in respect of the Shares duly executed and completed in favour of the Buyer or as it may direct together with the relevant share certificates (or
indemnities in a form satisfactory to the Buyer in respect thereof).

4.

Such other documents as may be required to give good title to the Shares to enable the Buyer or its nominees to become the registered holders thereof.

5.

Statements in respect of each bank account of the Company and its Subsidiaries showing the balance on each such account as at the close of business
on a date being not more than two Business Days prior to Closing.

6.

Fully executed originals of this Agreement, and the other Transaction Documents to which the Sellers are a party.

Documents to be delivered and obligations to be performed by the Buyer:
7.

Confirmation of the electronic funds transfer of the Cash Payment to the Sellers.

8.

The Buyers confirmation and consent as to the payment of the Cash Surplus to the Sellers.
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9.

A copy of the minutes of the directors of the Buyer authorising the issuing of the Buyer Shares pursuant to the Share Payment to the Sellers;

10.

Share certificates for the Buyer Shares pursuant to the Share Payment issued to each of the Sellers.

11.

A signed and completed copy of the Loan Agreement.

12.

A signed and completed copy of each of the documents required to give effect to the Sellers Security, along with all ancillary documents required to give
effect to the registration and perfection of the Sellers Security.
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The Seller Warranties
As a material inducement to the Buyer to enter into this Agreement and to purchase the Shares under this Agreement, each Seller represents and warrants,
jointly and severally, to the Buyer that the statements contained in this Schedule 4 are true, correct and complete as of the date of this Agreement and will be
true, correct and complete as of the Closing Date, subject however to all matters Disclosed and or contained in the Disclosure Letter.
1.

Information

1.1

All information Disclosed by or on behalf of the Sellers or the Company to the Buyer before or during the negotiations leading to this Agreement is true,
fair, honest, accurate and not misleading.

1.2

T o the knowledge and belief of the Sellers, the information Disclosed regarding the current financial and trading position and prospects of the Group
comprises all information which is material for the reasonable assessment of the financial and trading position and prospects of the Group and there is
no information which has not been Disclosed which renders any of the information that has been Disclosed untrue, inaccurate or misleading or the
Disclosure of which would be reasonably expected to affect the willingness of the Buyer to purchase the Shares on the terms of this Agreement.

1.3

Neither the Agreement nor any of the schedules, attachments, written statements, documents, certificates or other items prepared or supplied to Buyer
by or on behalf of any Seller with respect to the transactions contemplated by this Agreement contain any untrue statement of a material fact or omit a
material fact necessary to make each statement contained in this Agreement or therein not misleading.

2.

Seller's Capacity

2.1

Each Seller has full power, authority and legal capacity to enter into and perform this Agreement and all other agreements, documents and certificates
relating hereto to which the Seller is a party (collectively, the "Transaction Documents"), and to perform the transactions contemplated hereby and
thereby. This Agreement has been duly executed and delivered by each Seller and constitutes a valid and binding obligation of each Seller, enforceable
against each of the Sellers in accordance with its terms (except as enforceability may be limited by applicable bankruptcy, insolvency, reorganization,
moratorium or similar laws affecting creditors' rights generally or by the principles governing the availability of equitable remedies). At Closing, all other
Transaction Documents to be executed and delivered by Sellers shall have been duly executed and delivered by Sellers. All other Transaction
Documents executed and delivered by Sellers shall constitute valid and binding obligations of Sellers, enforceable against Sellers in accordance with
their terms (except as enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors'
rights generally or by the principles governing the availability of equitable remedies).

2.2

The Sellers are the only legal and beneficial owner of the Shares free from all Encumbrances and are entitled unconditionally to sell and transfer (or
procure the transfer of) full legal, record and beneficial ownership of the Shares with full title guarantee to the Buyer on the terms set out in this
Agreement without any consent or approval of any third party.
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3.

Share and Loan Capital

3.1

Each Seller holds of record and owns beneficially the Shares set forth opposite his name in Schedule 1 hereto, free and clear of any restrictions on
transfer, Taxes, Encumbrances, options, warrants, Purchase Rights, contracts, commitments, equities, claims, and demands. Seller is not a party
to any option, warrant, Purchase Right, or other contract or commitment (other than this Agreement) that could require Seller to sell, transfer, or
otherwise dispose of any Shares. Seller is not a party to any voting trust, proxy, or other agreement or understanding with respect to the voting of
any capital stock of any Company. Seller has the power, authority and legal capacity to sell, transfer, assign and deliver such Shares as provided in
this Agreement, and such delivery will convey to the Buyer good and marketable title to such Shares, free and clear of all Encumbrances. At the
Closing, no Seller nor any third party will have any rights whatsoever (other than any granted or provided by Buyer) with respect to the Shares or to
any other securities, or incidents of ownership, of or in the Company. After the Closing Date, the Sellers shall own none of the capital stock of the
Company.

3.2

The Shares constitute the whole of the issued and allotted share capital of the Company and are all fully paid up. There is no Encumbrance on,
over or affecting the Shares or any other share (issued or unissued) or loan capital of the Company and there is no agreement or commitment to
grant, give or create any of the foregoing, and no person has ever made a claim to be entitled to, or to the issue of, any share or loan capital of the
Company or to any option in respect thereof.

3.3

As of the date hereof and as of the Closing Date, the Company will have no securities directly or indirectly outstanding other than the Shares owned
by the Sellers.

3.4

Other than the Subsidiary Companies, the Company has no Subsidiaries.

4.

Non-contravention.

4.1

The execution and delivery of this Agreement and the other Transaction Documents, and the consummation of the transactions contemplated
hereby or thereby, do not and will not
(a)

Violate any constitution, statute, regulation, rule, injunction, judgment, order, decree, ruling, charge, or other restriction of any government,
governmental agency, or court to which any Seller is subject,

(b)

Conflict with, result in a breach of, constitute a default under, result in the acceleration of, create in any party the right to accelerate,
terminate, modify, or cancel, or require any notice under any agreement, contract, lease, license, instrument, or other arrangement to
which any Seller is a party or by which he such Seller is bound or to which any of such Seller's assets are subject, or
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(c)

Result in the imposition or creation of an Encumbrance upon or with respect to the Shares.

5.

Investment.

5.1

Each Seller (A) understands that the Buyer Note issued to the Seller has not been, and will not be, registered under the US Securities Act of 1933, as
amended (the "Securities Act"), or under any securities laws, and are being offered and sold in reliance upon federal exemptions for transactions
involving an offering to non-U.S. Persons, (B) is acquiring the Buyer Note solely for his own account for investment purposes, and not with a view to the
distribution thereof, (C) is a sophisticated investor with knowledge and experience in business and financial matters, (D) has received such information
concerning the Buyer and has had the opportunity to obtain additional information as desired in order to evaluate the merits and the risks inherent in
holding the Buyer Note, (E) is able to bear the economic risk and lack of liquidity inherent in holding the Buyer Note, and (F) is an "accredited investor"
as such term is defined under Rule 501(a) of Regulation D under the Securities Act.

6.

Litigation

6.1

Neither the Company nor its Subsidiaries are (nor is any person for whose acts or defaults of the Company or its Subsidiaries may be vicariously liable):
(a)

Engaged in any capacity in any litigation, arbitration, prosecution or other legal proceedings or in any proceedings or hearings before any
statutory or governmental body, department, board or agency; or

(b)

To the best of the Sellers knowledge, the subject of any investigation or inquiry by any government, administrative or regulatory body;

(c)

Which are material to the Business, and no such matters are threatened or pending and there are no facts known to the Sellers or the Company
which might give rise to any such matter.

6.2

No unsatisfied judgment is outstanding against the Company or its Subsidiaries.

7.

Ownership and Nature of Assets

7.1

T h e Company and its Subsidiaries own or lease all buildings, machinery, equipment, and other tangible assets necessary for the conduct of the
Business as presently conducted (the "Assets"), legally and beneficially free from any Encumbrance, except as set forth on Schedule 7.1 and all assets
owned are in the Company's possession or under its control.

7.2

Each such Asset is free from material defects (patent and latent), has been maintained in accordance with normal industry practice, is in good operating
condition and repair (subject to normal wear and tear), and is suitable for the purposes for which it presently is used.
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7.3

Schedule 7.3 hereto sets forth a true and correct list of all of the machinery and equipment of every kind and nature whatsoever, rolling or fixed, leased
by the Company as of the date of this Agreement, and utilized in the conduct of their business.

7.4

The Company and each Subsidiary is in possession of and has good and valid title to, or has valid leasehold interests in or valid rights under contract to
use, all Assets used by the Company and its Subsidiaries in their businesses.

7.5

Neither the Company nor any Subsidiary owns any real property.

7.6

Schedule 7.6 hereto sets forth the address of each parcel of leased real property, and a true and complete list of all leases, subleases or other similar
agreements and any amendments, modifications or extensions thereto for each such leased real property ("Leased Real Property") (including the date
and name of the parties to such lease agreement (each a "Lease")). The Company has delivered to Buyer a true and complete copy of each such Lease,
and in the case of any oral Lease, a written summary of the material terms of such Lease.

7.7

Each Lease is a legal, valid and binding agreement of the Company free and clear of all Liens and there is no notice of any material uncured default (or
any condition or event which, after notice or lapse of time or both, would constitute a material default) thereunder. The Company has not assigned,
sublet, transferred, hypothecated or otherwise disposed of its interest in any Lease. No penalties set forth therein are accrued and unpaid under any
Lease.

7.8

There are no claims, actions or proceedings, actual or threatened, against the Company, any Subsidiary or the Leased Real Property by any Person
which would materially affect the future use or occupancy by the Company or its Subsidiaries of the Leased real property or any material part thereof.

7.9

The transactions contemplated by this Agreement and the other Transaction Documents do not require the consent of any other party to such Lease,
will not result in a breach of or default under such Lease, and will not otherwise cause such Lease to cease to be legal, valid, binding, enforceable and in
full force and effect on identical terms following the Closing.

7.10

Any buildings, structures, fixtures, building systems and equipment, and all components thereof, including the roof, foundation, load-bearing walls and
other structural elements thereof, heating, ventilation, air conditioning, mechanical, electrical, plumbing and other building systems, environmental
control, remediation and abatement systems, sewer, storm and waste water systems, irrigation and other water distribution systems, parking facilities,
fire protection, security and surveillance systems, and telecommunications, computer, wiring and cable installations, included in the Leased Real
Property (the "Improvements"), that are used by the Company or any Subsidiary are, to the best of each Sellers knowledge and belief, in good condition
and repair and sufficient for the operation of the Business. Each of the Sellers is not aware of any structural deficiencies or latent defects affecting any of
the Improvements and of facts or conditions affecting any of the Improvements that would, individually or in the aggregate, interfere in any respect with
the use or occupancy of the Improvements or any portion thereof in the operation of the Business as currently conducted thereon.
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7.11

Any certificates of occupancy, permits, licenses, franchises, approvals and authorizations (collectively, the "Real Property Permits") of all governmental
authorities, boards of fire underwriters, associations or any other entity having jurisdiction over the Leased Real Property that are required or appropriate
to use or occupy the Leased Real Property or operate the Company's business as currently conducted thereon, have been issued and are in full force
and effect to the best of each of the Sellers knowledge and belief. Schedule 7.6 lists all material Real Property Permits held by the Company with
respect to each parcel of Leased Real Property. The Sellers have delivered to Purchaser a true and complete copy of all material Real Property Permits.
The Company has not received any notice from any governmental authority or other entity having jurisdiction over the Leased Real Property threatening
a suspension, revocation, modification or cancellation of any Real Property Permit and there is no Basis for the issuance of any such notice or the taking
of any such action. The Real Property Permits are transferable to Purchaser without the consent or approval of the issuing governmental authority or
entity; no disclosure, filing or other action by the Company is required in connection with such transfer; and Purchaser shall not be required to assume
any additional liabilities or obligations under the Real Property Permits as a result of such transfer. None of the Leased Real Property or any portion
thereof is located in a flood hazard area.

8.

Organization, Qualification, and Corporate Power.

8.1

Each of the Company and its Subsidiaries are corporations duly organized, validly existing, and in good standing under the laws of the jurisdiction of
their incorporation. Each of Company and its Subsidiaries are duly authorized to conduct business and are in good standing under the laws of each
jurisdiction where such qualification is required. Each of the Company and of its Subsidiaries have full corporate power and authority and all licenses,
permits, and authorizations necessary to carry on the businesses in which they are engaged and in which they presently propose to engage and to own
and use the properties owned and used by them. Schedule 8.1 lists the directors and officers of the Company and each of its Subsidiaries. Sellers have
delivered to Buyer correct and complete copies of the Organizational Documents for each of the Company and its Subsidiaries (as amended to date).
The minute books (containing the records of meetings of the stockholders, the board of directors, and any committees of the board of directors), the
stock certificate books, and the stock record books for each of the Company and its Subsidiaries are correct and complete. Neither the Company nor any
of its Subsidiaries is in default under or in violation of any provision of its Organizational Documents.

9.

Financing Facilities

9.1

Details and copies of all financing facilities held by the Company, if any, in respect of which payments of principal are due, are set forth in Schedule 9.1.

9.2

There have been, and there are, no breaches of or non-compliance with the terms of the any financing facilities.
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9.3

Neither the Company nor any Subsidiary has any obligation or liability (whether accrued, absolute, contingent, unliquidated or otherwise, whether or not
known to Sellers, whether due or to become due and regardless of when asserted) arising out of transactions entered into at or prior to the Closing, or
any action or inaction at or prior to the Closing, or any state of facts existing at or prior to the Closing other than liabilities and obligations expressly
Disclosed on the attached Schedule 9.1.

10.

Encumbrances

10.1

Except for the Sellers Security, there are no Encumbrances, over or affecting all or any part of the undertaking or assets of the Group and there is no
agreement, commitment or obligation to create any such Encumbrance and no claim has been made by any person to be entitled to any such
Encumbrance.

11.

Insolvency

11.1

The Group:

11.2

(a)

Is not insolvent or unable to pay its debts as and when they fall due; and

(b)

Has not stopped paying its debts as they fall due.

No step has been taken in any jurisdiction to initiate any process by or under which:
(a)

The ability of the creditors of the Company or its Subsidiaries to take any action to enforce their debts is suspended, restricted or prevented; or

(b)

Some or all of the creditors of the Company or its Subsidiaries accept, by agreement or in pursuance of a court order, an amount less than the
sums owing to them in satisfaction of those sums with a view to preventing the dissolution of the Company or its Subsidiaries; or

(c)

A person is appointed to manage the affairs, business and assets of the Company or its Subsidiaries; or

(d)

The holder of a charge over all or any of the Company or its Subsidiaries assets is appointed to control the business and/or all or any asset.

11.3

N o process has been instituted which could lead to the Company or its Subsidiaries to being dissolved and its assets being distributed among the
Group's creditors, shareholders or other contributors.

12.

The Accounts

12.1

The Accounts (including the notes thereto) have been prepared in accordance with GAAP throughout the periods covered thereby, present fairly the
financial condition of Company and its Subsidiaries as of such dates and the results of operations of the Company and its Subsidiaries for such periods,
are correct and complete, and are consistent with the books and records of the Company and its Subsidiaries (which books and records are correct and
complete), and show a materially accurate view of the Group's assets, liabilities, financial position and state of affairs, as at the date they were prepared.
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12.2

The accounting reference date of the Company is and always has been 31 December.

12.3

The Accounts contain either provision adequate to cover, or full particulars in notes of, all Taxation (including deferred taxation) and other liabilities
(whether quantified, contingent, disputed or otherwise) of the Group as at the Accounts Date.

12.4

The Accounts have been filed in accordance with the requirements of the law for the Company and its Subsidiaries.

12.5

Absence of Changes. Except as contemplated by this Agreement, since December 31, 2015 to the Closing Date, the Company and the Subsidiaries
have conducted the Business in the ordinary course of business and there has not occurred:
(a)

Any declaration, setting aside or payment of any dividend or other distribution in respect of the capital stock (or other equity interests) of the
Company or any Subsidiary any direct or indirect redemption, purchase or other acquisition by the Company or any Subsidiary of any such
capital stock (or other equity interests) of the Company or any Subsidiary;

(b)

Any authorization, issuance, sale or other disposition by the Company or its Subsidiaries of any shares of their capital stock (or other equity
interests), or any modification or amendment of any right of any holder of any outstanding shares of capital stock (or other equity interests) of
the Company or any Subsidiary;

(c)

Any increase in excess of 5% in salary, rate of commissions or rate of consulting fees of any employee of or consultant to the Company or any
Subsidiary;

(d)

Incurrences by the Company or any Subsidiary of any liabilities, or any voluntary purchase, cancellation, prepayment or complete or partial
discharge in advance of a scheduled payment date with respect to, or waiver of any right of the Company or any Subsidiary under, any liabilities
of or owing to the Company or any Subsidiary, except in the ordinary course of business;

(e)

A n y purchase of the business of any Person or disposition of, or incurrence of an Encumbrance on, any assets of the Company or any
Subsidiary, other than acquisitions or dispositions of inventory or obsolete, unused or replaced equipment, or of other items in the ordinary
course of business consistent with past practice;

(f)

Any disbursement, bonus or other distribution by the Company or any Subsidiary of cash or other assets to the Sellers or any other employees
of the Company or any Subsidiary;
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(g)

Any transaction by the Company with any of its officers, directors, stockholders, employees or Affiliates, other than bona fide, ordinary course
employment related matters or pursuant to a Contract or arrangement in effect as of the date of and expressly set forth in the Accounts for the
year ended December 31, 2015 (the "Most Recent Accounts");

(h)

Any entering into of an agreement to do or engage in any of the foregoing, including without limitation with respect to any merger, sale of
substantially all assets or other business combination not otherwise restricted by the foregoing paragraphs;

(i)

Any change in the accounting methods or procedures of the Company or any Subsidiary other than to restate the Accounts in US GAAP.

12.6

Undisclosed Liabilities. Neither the Company nor any of its Subsidiaries has any liability (and there is no basis for any present or future action, suit,
proceeding, hearing, investigation, charge, complaint, claim, or demand against any of them giving rise to any liability), except for (i) liabilities set forth on
the face of the Most Recent Accounts (rather than in any notes thereto) and (ii) liabilities that have arisen after the Most Recent Accounts that are fully
reflected or reserved against in the Accounts for the three month period ended March 31, 2016 and have been incurred in the ordinary course of
business and none of which results from, arises out of, relates to, is in the nature of, or was caused by any breach of contract, breach of warranty, tort,
infringement, or violation of law.

13.

Taxes

13.1

Each of the Company and the Subsidiaries has paid or made adequate provision for the payment of all taxes, fees, assessments and charges, including
income, property, sales, use, franchise, added value, employees' income withholding and social security taxes, imposed by any Governmental or
Regulatory Authority and all penalties and interest thereon (collectively "Taxes"), which has or may become due for or during all periods ending, and in
respect of all operations of the Business, on or prior to the Closing Date. All Tax Returns (as hereinafter defined) required to be filed in connection with
the Business have been accurately prepared and filed and all deposits required by law to be made by the Company or any Subsidiary with respect
thereto have been duly made. None of the Company or any Subsidiary is a party to any pending action, proceeding or audit by any governmental
authority for assessment or collection of any amount of Taxes for which it may be directly or indirectly liable in relation to the Business, and there is no
claim for assessment or collection of any amount of Taxes for which it may be directly or indirectly liable. The term "Tax Return" shall mean any return,
declaration, report, claim for refund, or information return or statement relating to any Tax with respect to the Business, including any schedule or
attachment thereto, and including any amendment thereof.

13.2

The Company and each Subsidiary has withheld and paid all Taxes required to have been withheld and paid in connection with amounts paid or owing to
any employee, independent contractor, creditor, stockholder, or other third party in relation to the Business.
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13.3

Sellers are not aware of any reasonable basis upon which any additional Taxes for any period for which Tax Returns have been filed are likely to be
assessed. There is no dispute or claim concerning any Tax liability of any of the Company or Subsidiaries related to the Business or their respective
Assets either (A) claimed or raised by any authority in writing or (B) as to which any of the Company, Subsidiaries or any of their respective directors and
officers (and employees responsible for Tax matters) has knowledge based upon personal contact with any agent of such authority.

13.4

No claim has ever been made by an authority in a jurisdiction where any of the Company or any Subsidiary does not file Tax Returns that any of them is
or may be subject to taxation by that jurisdiction in connection with the conduct of the Business.

14.

Insurance
In respect of the insurance policies in which the Group has an interest set forth on Schedule 14 hereto (together "Policies"):

14.1

All premiums due on the Policies have been paid and all other conditions of the Policies have been performed and observed;

14.2

None of the Policies has or may become void or voidable as a result of any act or omission of the Company, its directors, employees and/or agents;

14.3

The Policies will continue in full force and effect notwithstanding Closing;

14.4

No claim is outstanding either by the insurer or the insured under any of the Policies and no claim against the Company or its Subsidiaries by any third
party is outstanding in respect of any risk covered by any of the Policies or by any policy previously held by the Company or its Subsidiaries; and

14.5

The Sellers are not aware of any circumstances which would or might entitle the Company to make a claim under any of the Policies or which would or
might be required under any of the Policies to be notified to the insurers.

15.

Contracts

15.1

Schedule 15.1 hereto sets forth a true and complete list of each Contract or other agreement to which the Company is a party or by or to which any
property of the Company is otherwise bound or subject that:
(a)

Requires payments or performance during its term involving an amount in excess of $25,000;

(b)

Has not been made in the ordinary course of business;

(c)

Is an employment, consulting, non-competition, indemnification or contribution agreement;
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15.2

(d)

Is a services, licensing, development or supply agreement (whether or not exclusive);

(e)

Is an agreement providing for the sale, acquisition or lease of any of the properties of the Company having a value greater than $25,000 other
than in the ordinary course of business;

(f)

Is a mortgage, pledge, security agreement or other similar agreement with respect to any of the tangible or intangible property of the Company;

(g)

Is a loan agreement, credit agreement, promissory note, guaranty, letter of credit or similar agreement;

(h)

Is a retainer agreement with attorneys, accountants, investment bankers or other professional advisers;

(i)

Is an agreement with any Governmental or Regulatory Authority;

(j)

Is an agreement (other than standard confidentiality or non-disclosure agreements or customer contracts) relating to the Company' IPR;

(k)

Is a confidentiality or non-disclosure agreement;

(l)

Is an agreement otherwise material to the operations, business or financial condition of the Company;

(m)

Is an agreement providing for the purchase of any of the capital stock or material assets of any other Person;

(n)

Is an agreement pursuant to which either of the Seller's has guaranteed or otherwise secured the obligations of the Company; or

(o)

Is a binding commitment or agreement to enter into any of the foregoing (collectively, "Material Contracts").

The Sellers have made available to Buyer a true and correct copy (or, if oral, a written summary) of each Material Contract. With respect to each Material
Contract: (i) it is in full force and effect; (ii) no other party thereto is in default or breach under it and, there are no facts or circumstances existing that
would constitute such a breach or default thereunder with notice or passage of time; (iii) the Company has performed or is now performing its obligations
in respect of every Material Contract to which it is a party or is bound, except for any failure to perform or default which would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect; and (iv) as of the date of this Agreement, no party is making or threatening any
claim for damages or losses or other payments due under any Material Contract by reason of a breach or default thereunder.
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15.3

No consent of any Person is necessary in order to transfer to Purchaser at the Closing all rights and interests of the Company in and to the Material
Contracts.

15.4

Neither the Company nor any other party to any contract of the Company is in breach of a material contract to which it is a party.

16.

Licenses and Permits.

16.1

S e t forth on Schedule 16.1 hereto, is a true and complete list of all licenses, permits, certificates of authority and the like of the Company from
Governmental or Regulatory Authorities used in and material to the Business, including all contractor's licenses (collective, "Licenses" and each a
"License"). Prior to the execution of this Agreement, the Sellers have delivered to Purchaser true and complete copies of all such Licenses. Except as
disclosed in Schedule 16.1:
(a)

The Company and each Subsidiary owns or validly holds all Licenses that are material to its Business; and

(b)

Each License listed in Schedule 16.1 is in full force and effect.

17.

Books and Records

17.1

All accounts, books, ledgers, financial and other records of whatsoever kind of the Group have been fully and properly maintained on a consistent basis,
do not contain or reflect any material inaccuracies or discrepancies, are in the possession of the Company and no notice or allegation that any of the
same is incorrect or should be rectified has been received.

18.

Information Technology

18.1

The Group possesses all necessary licences with respect to its use of software for the operation of the business and no licence terms have been
breached.

19.

Intellectual Property

19.1

All IPR owned, used or required by the Group in connection with the Business, is set forth on Schedule 19.1 hereto. Also such IPR is in full force and
effect, and is vested in, and beneficially owned or validly licensed by, the Company, free from Encumbrances.

19.2

There has never been any actual or threatened infringement (including misuse of Company Confidential Information) or any event likely to constitute an
infringement by any third party of the IPR owned, used and/or required by the Group.

20.

Sureties
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20.1

The Company or its Subsidiaries has not given or promised any guarantee or indemnity of or security for any of the obligations of any third party, other
than as set forth on Schedule 20.1.

21.

Powers of Attorney, Agencies

21.1

The Company or its Subsidiaries has not given any power of attorney or any other authority which is still outstanding or effective to any person to enter
into any contract or commitment or do anything on its behalf (other than any authority of employees to enter into routine trading contracts in the ordinary
course of their duties).

21.2

Except as otherwise Disclosed, the Company has not appointed any agent or distributor or manager in respect of any of its assets, liabilities, products
or services.

22.

Compliance with Laws

22.1

The Company and its Subsidiaries and all its directors, officers, employees and agents (during the course of their duties) have complied in all material
respects with its constitutional and corporate documents and all applicable legislation and regulations.

22.2

Foreign Corrupt Practices. Neither the Company, its Subsidiaries, nor any director, officer, agent, employee or other person acting on behalf of the
Company or any of its Subsidiaries has, in the course of its actions for, or on behalf of, the Group (i) used any corporate funds for any unlawful
contribution, gift, entertainment or other unlawful expenses relating to political activity; (ii) made any direct or indirect unlawful payment to any foreign or
domestic government official or employee from corporate funds; (iii) violated or is in violation of any provision of the U.S. Foreign Corrupt Practices Act
of 1977, as amended; or (iv) made any unlawful bribe, rebate, payoff, influence payment, kickback or other unlawful payment to any foreign or domestic
government official or employee.

23.

Bank Accounts

23.1

The Company has no bank accounts other than those set forth on Schedule 23.1. Since the date of each such statement no payment out of any of the
accounts has been made, except for routine payments in the ordinary course of trading and distributions paid to the Sellers.

24.

Borrowings
Full details of the Group's borrowings and borrowing facilities, if any, are set forth on Schedule 24 hereto.

25.

Capital Expenditure

25.1

Other than as set forth on Schedule 25.1, the Group has no outstanding capital commitment and is not engaged in any scheme or project requiring
capital expenditure or any arrangement or agreement which is not on an arm's length basis.
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26.

Terms of Employment

26.1

Set forth on Schedule 26.1 hereto is a true and complete list of all current employees of the Company and each Subsidiary (which includes their
respective positions and/or titles, dates of hire and current rates of compensation, bonuses paid, if any, and most recent raise) (each a "Company
Employee" and collectively, the "Company Employees"). Each Company Employee has all documentation required for Company Employee to work for
the Company or the applicable Subsidiary and all such Company Employees have worked in compliance, in all material respects, with all applicable
laws.

26.2

Except as set forth on Schedule 26.2(i) there are no employment contracts or severance agreements with any employees of the Group, and (ii) there
are no written personnel policies, rules, or procedures applicable to employees of the Group. True and complete copies of all such documents have
been provided to Buyer prior to the date of this Agreement.

26.3

(a)

N o union or other collective bargaining representative has been certified or recognized by the Group as representing any of the Company
Employees.

(b)

No union organizing or decertification efforts are underway or threatened and no other question concerning representation exists with respect to
the Group or any Company Employees.

(c)

No labor strike, work stoppage, slowdown, or other material labor dispute has occurred, and none is underway or, threatened.

(d)

There is no workman's compensation liability, experience or matter outside the ordinary course of business.

(e)

There is no employment-related charge, complaint, grievance, investigation, inquiry or obligation of any kind, pending or, threatened in any
forum, relating to an alleged violation or breach by the Group (or its or their officers or directors) of any law, regulation or contract.

(f)

To the Knowledge of Sellers, no executive or manager of the Group has any present intention to terminate his or her employment.

Employee Benefits.
(a)

Except as set forth on Schedule 26.3 hereto, the Group does not maintain, sponsor or contribute to any employee benefit plans.

27.

Tax

27.1

All Taxation for which the Company and its Subsidiaries has been liable or is liable to account for and which is due for payment has been duly paid.
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27.2

The Company and its Subsidiaries has, within applicable time limits, kept and maintained accurate records, invoices and other information in relation to
Taxation as they are required.

27.3

Any employee withholding tax payable has, so far as it is required to be deducted, been deducted from all payments made (or treated as made) by the
Company and its Subsidiaries. All amounts due to be paid to the relevant tax authority prior to the date of this Agreement have been paid.

27.4

The Company or its Subsidiaries is not involved in any dispute with a relevant tax authority and has not, within the past 12 months, been subject to any
visit, audit, investigation, discovery, or access order by such authority. The Seller is not aware of any circumstances existing, which make it likely that a
visit, audit, investigation, discovery or access order will be made in the next 12 months.

28.

Closing Date.

28.1

The representations and warranties of Sellers contained in this Agreement and elsewhere in the other Transaction Documents and all information
contained in any exhibit, schedule or attachment hereto or thereto or in any certificate or other writing delivered by, or on behalf of, Sellers to Buyer is
and shall be complete and correct as of the Closing Date (both immediately prior to and immediately after giving effect to the transactions contemplated
by the Transaction Documents).
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Schedule 5
Buyer Warranties
1.

Information

1.1

All information Disclosed to the Sellers by the Buyer or its representatives or professional advisers before or during the negotiations leading to this
Agreement is true, fair, honest, accurate and not misleading.

1.2

To the knowledge and belief of the Buyer, the information Disclosed regarding the current financial and trading position and prospects of the Buyer, in
the context of the Sellers accepting the Share Payment and making the Sellers Loan, comprises all information which is material for that purpose and
there is no information which has not been Disclosed which renders any of the information that has been Disclosed untrue, inaccurate or misleading or
the Disclosure of which would be reasonably expected to affect the willingness of the Seller to accept the Share Payment or to make the Sellers Loan.

2.

Buyer's Capacity

2.1

The Buyer:
(a)
(b)
(a)
(b)
(c)

is a company properly incorporated and validly existing under the laws of Delaware; and
has the legal right and full corporate power and capacity to:
execute and deliver this Agreement; and
perform its obligations under this Agreement and each transaction effected by or made under this Agreement,
and has obtained all necessary authorisations and consents and taken all other actions necessary to enable it to do so.

3.

Breach or default

3.1

The execution, delivery and performance of this Agreement by the Buyer does not and will not result in a breach of or constitute a default under:
(a)

any agreement to which the Buyer is party;

(b)

any provision of the constitution of the Buyer; or
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(c)

any law or regulation or any order, judgment or determination of any court or regulatory authority by which the Buyer is bound.

4.

Share Payment

4.1

The Buyer Shares rank equally in all respects with the rights of other common shareholders in the Common Stock of the Buyer, and the Buyer or any
other person has no Encumbrance or any claim whatsoever to the Buyer Shares forming the Share Payment.

4.2

The last private placement of Buyer Shares that the Buyer undertook prior to entering into this Agreement was:
(a)

At an issue price of $3.25 per share;

(b)

At arm's length, with a bona fide investor, without any negotiated discount and for commercial value.

5.

Litigation

5.1

The Buyer is not (nor is any person for whose acts or defaults the Company may be vicariously liable):
(a)

engaged in any capacity in any litigation, arbitration, prosecution or other legal proceedings or in any proceedings or hearings before any
statutory or governmental body, department, board or agency; or

(b)

to the best of the Buyer's knowledge, the subject of any investigation or inquiry by any government, administrative or regulatory body;

(c)

and no such matters are threatened or pending and there are no facts known to the Buyer which might give rise to any such matter.

5.2

No unsatisfied judgment is outstanding against the Buyer.

6.

Insolvency

6.1

The Buyer:

6.2

(a)

is not insolvent or unable to pay its debts as and when they fall due; and

(b)

has not stopped paying its debts as they fall due.

No step has been taken in any jurisdiction to initiate any process by or under which:
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6.3

(a)

the ability of the creditors of the Buyer to take any action to enforce their debts is suspended, restricted or prevented; or

(b)

some or all of the creditors of the Buyer accept, by agreement or in pursuance of a court order, an amount less than the sums owing to them in
satisfaction of those sums with a view to preventing the dissolution of the Buyer; or

(c)

a person is appointed to manage the affairs, business and assets of the Buyer; or

(d)

the holder of a charge over all or any of the Buyer's assets is appointed to control the business and/or all or any asset.

No process has been instituted which could lead to the Buyer being dissolved and its assets being distributed among its creditors, shareholders or other
contributors.
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Exhibit 99.3

GROM SOCIAL BEGINS TRADING PUBLICLY
Owner of the “Grom Social” Website for Kids will Initially Trade on the OTCQB under the Symbol “ILLU”
August 22, 2017, Boca Raton, Florida [BusinessWire]: Illumination America (“OTCQB: “ILLU”) today announced that it has completed its acquisition of Grom
Holdings, Inc. (“Grom”). Illumination agreed to acquire all of the issued and outstanding common shares of Grom in exchange for the issuance of an aggregate
of 110,853,883 “restricted” shares of its common stock, representing approximately 92% of Illumination’s issued and outstanding shares. Additionally, concurrent
with the closing of the transaction, Illumination has changed its name to “Grom Social Enterprises, Inc.”
The Company will now operate primarily through four wholly owned subsidiaries, including Grom Social, Inc., TD Holdings Limited, Grom Educational Services,
Inc., and Grom Nutritional Services, Inc. Grom Social, Inc. is a Florida corporation which operates a safe social media network for children. TD Holdings Limited,
which Grom acquired in July 2016, is a Hong Kong corporation and the parent company of Top Draw Animation, Inc., a corporation formed and operating in
Manila, Philippines, which operates an animation business. Grom Educational Services operates the Company’s NetSpective WebFiltering services that is
provided to schools and libraries; and Grom Nutritional Services, Inc. is a corporation through which the Company intends to market and distribute four flavors of
a nutritional fruit supplement to children by the end of 2017. Illumination America LLC is where the Company will operate its existing LED business until such
time as a decision is made as to the future of this business.
Darren Marks, Grom’s Chairman and new CEO of Grom Social Enterprises, stated, “Management is incredibly excited about our transition to a public company.
This is an important part of our growth strategy. During the past five years our management team and Grom employees have worked diligently to implement the
various Grom business plans. We believe we have built a formidable company that includes our core Grom Social website and other Company owned platforms.
Since inception in 2012, Grom Social’s website has grown to over 5 million total users between the ages of five and 16 in over 200 countries, as well as millions
of parents, teachers and guardian users. In addition, the Company’s TDA Animation subsidiary produces original 2D animated content for Grom, as well as for
top tier mass media entertainment companies worldwide. The Company’s web filtering services provides internet security services to nearly 2 million children in
3,700 schools. The Company also provides its MamaBear child safety application in which a parent can follow and protect their child’s online presence by
monitoring their social networking and social media accounts.
As a public company, we hope to create shareholder value, access available capital, and obtain the broader recognition that will help us achieve our objective of
offering kids a safe environment to play, chat and be entertained while learning to be good digital citizens.”
Mr. Marks continued, “Our primary focus as a company has been to continue producing a wide variety of unique children’s content, in order to become a leader
in the entertainment, and online social media and social network service marketplace. Finally, I want to thank our shareholder base who have patiently and
confidently supported us and helped us achieve this significant milestone without the need for any toxic, dilutive or expensive venture capital financings.”
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About Grom Social Enterprises, Inc.
Grom Social Enterprises, Inc. owns and operates Grom Social, a safe social media platform for kids between the ages of five and 16. Since our beginnings in
2012, Grom Social has attracted kids and parents with the promise of a safe and secure environment where their kids can be entertained and can interact with
their peers while learning good digital citizenship.
The Company also owns and operates Top Draw Animation, Inc., an award-winning Manila, Philippines based animation company which produces 2D animated
content for Grom Social. TDA is recognized by producers and broadcasters as a provider of quality television animation and currently provides services to many
high-profile properties, including Tom and Jerry, My Little Pony and Disney Animation’s Penn Zero: Part-Time Hero.
In addition, the Company’s Grom Educational Services subsidiary provides web filtering services to an additional two million children across 3,700 schools and
libraries, and its Grom Nutritional Services subsidiary is in the process of producing healthy nutritional supplements for children.
For more information please visit Grom’s website at www.gromsocial.com
Safe Harbor Statement
This press release may contain forward looking statements which are based on current expectations, forecasts, and assumptions that involve risks and
uncertainties that could cause actual outcomes and results to differ materially from those anticipated or expected, including statements related to the amount and
timing of expected revenues and any payment of dividends on our common stock, statements related to our financial performance, expected income,
distributions, and future growth for upcoming quarterly and annual periods. Actual results and the timing of certain events could differ materially from those
projected in or contemplated by the forward-looking statements due to a number of factors. Among other matters, the Company may not be able to sustain
growth or achieve profitability based upon many factors including, but not limited to, general stock market conditions. We have incurred and will continue to incur
significant expenses in our expansion of our existing and new service lines, noting there is no assurance that we will generate enough revenues to offset those
costs in both the near and long term. Additional service offerings may expose us to additional legal and regulatory costs and unknown exposure(s) based upon
the various geopolitical locations where we will be providing services, the impact of which cannot be predicted at this time. All forward-looking statements speak
only as of the date of this press release. We undertake no obligation to update any forward-looking statements or other information contained herein.
Stockholders and potential investors should not place undue reliance on these forward-looking statements. Although we believe that our plans, intentions and
expectations reflected in or suggested by the forward-looking statements in this report are reasonable, we cannot assure stockholders and potential investors
that these plans, intentions or expectations will be achieved. Except to the extent required by law, we undertake no obligation to update or revise any forwardlooking statements, whether as a result of new information, future events, a change in events, conditions, circumstances or assumptions underlying such
statements, or otherwise.
Contact Information:
Investor and Media Contacts:
Melvin Leiner, Executive Vice-President
Ralph Sabella, Vice President Operations
Phone: 1-844-704-4766
Investor.relations@gromsocial.com
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