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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

 

FORM 8-K
 

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

 
Date of Report (Date of earliest event reported):  November 5, 2018

 

GLOWPOINT, INC.
(Exact name of registrant as specified in its charter)

 

 Delaware 001-35376 77-0312442  
 (State or other jurisdiction (Commission (IRS Employer  
 of incorporation) File Number) Identification No.)  

 

 

1776 Lincoln Street, Suite 1300
Denver, Colorado 80203

(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (303) 640-3838
 

(Former name or former address, if changed since last report.)
  

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:

x Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this chapter) or
Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter). Emerging growth company ☐
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If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐
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Item 8.01. Other Events.

On November 5, 2018, Glowpoint, Inc. (“Glowpoint”) and SharedLabs, Inc., a privately held global software and technology services company located in
Jacksonville, Florida (“SharedLabs” and, together with Glowpoint, the “Companies”), issued a joint press release (the “Press Release ”) announcing that the
Companies had entered into a non-binding letter of intent, dated October 24, 2018 (the “Letter of Intent”), that sets forth the terms and conditions of a proposed
merger of the Companies. Subject to the terms and conditions set forth in the Letter of Intent, Glowpoint would acquire 100% of the issued and outstanding
equity securities of SharedLabs in exchange for an aggregate of 112,802,326 shares of Glowpoint’s Common Stock, par value $0.0001 per share (“Common
Stock”). Upon consummation of the proposed business combination, the stockholders of Glowpoint existing prior to the transaction would collectively own an
approximately 34% interest in the combined company. The shares of Common Stock to be issued by Glowpoint in the business combination are subject to
certain adjustments as set forth in the Letter of Intent.

The Companies expect to negotiate and finalize definitive agreements relating to the business combination during the fourth calendar quarter of 2018.
The closing of a business combination would be subject to, among other closing conditions, the receipt of all required approvals of the stockholders of Glowpoint
and SharedLabs and any required third-party consents and regulatory clearances, the completion by SharedLabs of an equity financing on terms set forth in the
Letter of Intent, the execution of one or more term sheets by SharedLabs with lending institutions for one or more credit facilities aggregating not less than $16
million in borrowing capacity, the satisfaction and termination prior to closing of all contracts or other agreements to which SharedLabs is a party that provide a
counterparty with redeemable or contingent common stock or a guaranteed return, and other customary closing conditions, including satisfactory completion of
due diligence by both parties and the execution by both parties of definitive legal documentation. If SharedLabs fails to meet its obligations under either the debt
or equity financing closing conditions, Glowpoint may elect to proceed to close the business combination with a reduction in the shares of its Common Stock to
be issued to SharedLabs’ stockholders in the transaction, on terms set forth in the Letter of Intent. Further, the shares of Glowpoint Common Stock to be issued
in the transaction are subject to increase or decrease pursuant to certain “make-whole” provisions to be included in any definitive agreement regarding the
transaction based upon each of the parties’ financial position at closing relative to certain agreed upon metrics included in the Letter of Intent.

Except as specifically set forth in the Letter of Intent, the Letter of Intent is not binding or enforceable and neither party thereto has any obligation to
consummate a transaction of any kind until such time as the parties have entered into mutually agreeable definitive agreements, and then only subject to the
terms and conditions thereof. There can be no assurance that any definitive agreement will be entered into or that the business combination will be completed
on the terms set forth in the Letter of Intent or at all. In the event that the business combination is consummated, there can be no assurance that it will ultimately
prove to be beneficial to Glowpoint’s stockholders.

The above description of the Press Release is qualified in its entirety by reference to the Press Release, a copy of which is attached as Exhibit 99.1 to this
Current Report on Form 8-K and incorporated herein by reference. The above description of the Letter of Intent is qualified in its entirety by reference to the
Letter of Intent, a copy of which is attached as Exhibit 99.2 to this Current Report on Form 8-K and incorporated herein by reference.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits

   
Exhibit No.  Description

  
99.1  Press release dated November 5, 2018.
99.2  Non-Binding Letter of Intent, dated October 24, 2018, by and between Glowpoint, Inc. and SharedLabs, 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.

 

  GLOWPOINT, INC.
    
    
Date: November 5, 2018 By: /s/ Peter Holst

   Name: Peter Holst
   Title: Chief Executive Officer

EDGAR Stream is a copyright of Issuer Direct Corporation, all rights reserved.



EXHIBIT INDEX

   
Exhibit No.  Description

  
99.1  Press Release dated November 5, 2018.
99.2  Non-Binding Letter of Intent, dated October 24, 2018, by and between Glowpoint, Inc. and SharedLabs, Inc.
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Glowpoint and SharedLabs Announce Letter of Intent for Merger Transaction

DENVER, CO and JACKSONVILLE, FL - November 5, 2018 - Glowpoint, Inc. (NYSE American: GLOW) (“Glowpoint”), a managed service provider of video
collaboration and network applications, and SharedLabs, Inc. (“SharedLabs”), a privately held global software and technology services company located in
Jacksonville, Florida, today announced that they have executed a non-binding letter of intent relating to a proposed business combination of Glowpoint and
SharedLabs. Subject to the terms and conditions set forth in the non-binding letter of intent, Glowpoint would acquire 100% of the issued and outstanding equity
securities of SharedLabs in exchange for an aggregate of 112,802,326 shares of Glowpoint common stock. Upon consummation of the proposed business
combination, the stockholders of Glowpoint existing prior to the transaction would collectively own an approximately 34% interest in the combined company. The
shares of common stock to be issued by Glowpoint in the business combination are subject to certain adjustments as set forth in the letter of intent and
described below and will be issued in a transaction registered with the Securities and Exchange Commission (the “SEC”) pursuant to a Registration Statement
on Form S-4 to be filed with the SEC.

The business combination of Glowpoint and SharedLabs, which on a combined basis generated total unaudited revenue of approximately $86 million for the
twelve month period ending June 30, 2018, will combine two highly capable businesses with strong growth opportunities, and is expected to create a business
model with increasing recurring revenue, a diversified customer base, and significant global reach; and is expected to result in the creation of a powerful software
and technology services provider with comprehensive products and capabilities spanning managed, outsourced, and cloud services offerings.

“This is a powerful combination that is strategically compelling for both companies. It joins two Information Technology businesses and allows the combined
company to reach larger market opportunities and scale more efficiently than either organization could accomplish on its own,” said Pete Holst, president and
chief executive officer of Glowpoint.

“This is a merger of two world class technology companies, which will create a global leader in digital transformation and enablement, with substantial
opportunities to capitalize on the rapid evolution of digital technologies,” said Jason Cory, chief executive officer of SharedLabs. “Our differentiated solutions in
software and applications, web and digital, cloud, IoT, security, data and analytics combined, coupled with the highly scalable services platform Glowpoint offers,
will provide an incredible opportunity for the combined company to extend capabilities into new and high-growth emerging markets. Along with the combined
teams’ talented people, and our relentless focus on execution, the combined company will have unparalleled opportunities for scale, a comprehensive suite of
solutions, and the worldwide reach to make us the technology industry’s global partner of choice.”

Glowpoint and SharedLabs expect to negotiate and finalize definitive agreements relating to the business combination during the fourth calendar quarter of 2018.
The closing of a business combination would be subject to, among other closing conditions, the receipt of all required approvals of the stockholders of Glowpoint
and SharedLabs and any required third-party consents and regulatory clearances, the completion by SharedLabs of an equity financing on terms set forth in the
letter of intent, the execution of one or more term sheets by SharedLabs with lending institutions for one or more credit facilities aggregating not less than $16
million in borrowing capacity, the satisfaction and termination prior to closing of all contracts or other agreements to which SharedLabs is a party that provide a
counterparty with redeemable or contingent common stock or a guaranteed return, and other customary closing conditions, including satisfactory completion of
due diligence by both parties and the execution by both parties of definitive legal documentation. If SharedLabs fails to meet its obligations under either the debt
or equity financing closing conditions, Glowpoint may elect to proceed to close the business combination with a reduction in the shares of its common stock to
be issued to SharedLabs’ stockholders in the transaction, on terms set forth in the letter of intent. Further, the shares of Glowpoint common stock to be issued in
the transaction are subject to increase or decrease pursuant to certain “make-whole” provisions to be included in any definitive agreement regarding the
transaction based upon each of the parties’ financial position at closing relative to certain agreed upon metrics included in the letter of intent.

Except as specifically set forth in the letter of intent, the letter of intent is not binding or enforceable and neither party thereto has any obligation to consummate a
transaction of any kind until such time as the parties have entered into mutually agreeable definitive agreements, and then only subject to the terms and
conditions thereof. There can be no assurance that any definitive agreement will be entered into or that the business combination will be completed on the terms
set forth in the letter of intent or at all. In the event that the business combination is consummated, there can be no assurance that it will ultimately prove to be
beneficial to Glowpoint’s stockholders.
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Additional Information Regarding the Proposed Business Combination

Glowpoint will prepare and file with the SEC a Current Report on Form 8-K which will include as exhibits this press release and the letter of intent, as executed
by Glowpoint and SharedLabs. The Form 8-K will contain important information about the proposed business combination and related matters.

If the parties enter into a definitive agreement related to the proposed business combination, Glowpoint will prepare and file with the SEC a Registration
Statement on Form S-4 containing a proxy statement/prospectus and other related documents. The proxy statement/prospectus will contain important information
about the proposed business combination and related matters.

INVESTORS ARE URGED TO READ THE FORM 8-K REFERENCED ABOVE, THE PROXY STATEMENT/PROSPECTUS (INCLUDING ALL AMENDMENTS
AND SUPPLEMENTS THERETO) AND OTHER RELEVANT DOCUMENTS FILED BY GLOWPOINT AND SHAREDLABS WITH THE SEC CAREFULLY IF
AND WHEN THEY BECOME AVAILABLE BECAUSE THEY WILL CONTAIN IMPORTANT INFORMATION ABOUT GLOWPOINT, SHAREDLABS AND THE
PROPOSED BUSINESS COMBINATION.

Investors and stockholders of Glowpoint and SharedLabs may obtain free copies of the Form 8-K referenced above, the registration statement, the joint proxy
statement/prospectus and other relevant documents filed by Glowpoint and SharedLabs with the SEC (if and when they become available) through the website
maintained by the SEC at www.sec.gov. Copies of the documents filed by Glowpoint with the SEC are also available free of charge on Glowpoint’s website at
www.glowpoint.com.

This press release shall not constitute an offer to sell or the solicitation of an offer to buy any of the securities described herein, nor shall there be any offer or
sale of such securities in any state or other jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the
securities laws of any such state or other jurisdiction.

About Glowpoint

Glowpoint, Inc. (NYSE American: GLOW) is a managed service provider of video collaboration and network applications. Glowpoint’s services are designed to
provide a comprehensive suite of automated and concierge applications to simplify the user experience and expedite the adoption of video as the primary means
of collaboration. Glowpoint’s customers include Fortune 1000 companies, along with small and medium sized enterprises in a variety of industries. To learn more
please visit www.glowpoint.com.

About SharedLabs

Headquartered in Jacksonville, Florida, SharedLabs is a global software and technology services company providing a broad range of software, digital, cloud, and
security services to both commercial and government clients which enable businesses to innovate and compete in today’s competitive marketplaces. A respected
partner to many of the largest technology companies in the world, SharedLabs creates, supports, implements, and manages the software, infrastructure, and e-
commerce systems which drive today’s digital world.

Forward Looking and Cautionary Statements

This press release and any oral statements made regarding the subject of this release contain forward-looking statements as defined under Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, and are made under the safe harbor provisions of
the Private Securities Litigation Reform Act of 1995. All statements, other than statements of historical facts, that address activities that Glowpoint or
SharedLabs assumes, plans, expects, believes, intends, projects, estimates or anticipates (and other similar expressions) will, could, should or may occur in the
future are forward-looking statements. Glowpoint’s and SharedLabs’ actual results may differ materially from their expectations, estimates and projections, and
consequently you should not rely on these forward-looking statements as predictions of future events. Without limiting the generality of the foregoing, forward-
looking statements contained in this press release include statements regarding Glowpoints’s and SharedLabs’ future performance and the anticipated financial
impacts of the business combination, the success of any business development initiatives to be pursued by Glowpoint or SharedLabs, the satisfaction of the
closing conditions to the business combination, including the debt and equity financings to be pursued by SharedLabs, and the timing or success of the
completion of the business combination. The forward-looking statements in this press release are based on management’s current belief, based on currently
available information, as to the outcome and timing of future events, and involve significant factors, risks, and uncertainties that may cause actual results in future
periods to differ materially from such statements. Most of these factors are outside of the control of Glowpoint
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or SharedLabs and are difficult to predict, and include, among other things, (1) the occurrence of any event, change or other circumstances that could cause the
termination of negotiations between Glowpoint and SharedLabs or, if a merger agreement is executed between such parties, give rise to the termination of such
merger agreement; (2) the outcome of any legal proceedings that may be instituted against Glowpoint or SharedLabs following the announcement of the letter of
intent and the pursuit of the business combination contemplated therein; (3) the inability to complete the business combination, including due to failure to obtain
approval of the shareholders of Glowpoint or SharedLabs or failure to satisfy any other conditions to closing included in the letter of intent or in any merger
agreement executed by Glowpoint and SharedLabs; (4) risks related to SharedLabs’ equity and debt financing conditions to closing; (5) the risk that the pursuit or
execution of the business combination will disrupt current plans and operations as a result of the announcement and consummation of the business combination;
(6) the ability to recognize the anticipated benefits of the business combination, which may be affected by, among other things, competition and the ability of the
combined company to grow and manage growth profitably and retain its key employees; (7) costs related to the negotiation and consummation of the business
combination; (8) risks related to the disruption of the transaction to the parties and their management; (9) the effect of the announcement of the letter of intent on
the parties’ ability to retain and hire key personnel and maintain relationships with customers, suppliers and other third parties; and (10) other risks and
uncertainties identified in Glowpoint’s and SharedLabs’ filings with the SEC, including in Glowpoint’s Annual Report on Form 10-K for the year ending December
31, 2017 and in other filings made by Glowpoint with the SEC from time to time, including Glowpoint’s Quarterly Report on Form 10-Q for the three months
ended June 30, 2018, and including in SharedLabs’ Form S-1 Registration Statement filed May 15, 2018 (File No. 333-224954) (including all amendments
thereto) and in other filings made by SharedLabs with the SEC from time to time. The foregoing list of factors is not exclusive. Glowpoint and SharedLabs
caution readers not to place undue reliance upon any forward-looking statements, which speak only as of the date made. Any of these factors could cause
Glowpoint’s and SharedLabs’ actual results and plans to differ materially from those in the forward-looking statements. Therefore, Glowpoint and SharedLabs
can give no assurance that their future results will be as estimated. Glowpoint and SharedLabs do not intend to, and disclaim any obligation to, correct, update or
revise any information contained herein to reflect any change in expectations or any change in events, conditions or circumstances on which any such
statement is based, other than as required by applicable law.

INVESTOR CONTACT:                        INVESTOR CONTACT: 
Investor Relations                        Investor Relations 
Glowpoint, Inc.                             SharedLABS, Inc.
+1 303-640-3840                            +1 904-625-2372 
investorrelations@glowpoint.com                    investorrelations@sharedlabs.com 
www.glowpoint.com                        www.sharedlabs.com
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October 24, 2018

SharedLabs, Inc.
118 West Adams Street, Suite 200
Jacksonville, Florida 32202

Attn: Mr. Jason Cory
President & CEO

Dear Jason:

This letter of intent confirms our mutual present intenton to pursue a transaction in which, subject to the terms and conditions set forth in the Term Sheet
attached as Annex A hereto (the “Term Sheet”), Glowpoint, Inc., a Delaware corporation (“ GLOW”), would acquire 100% of the issued outstanding equity
securities of SharedLabs, Inc., a Delaware corporation (“SHLB” and, together with GLOW, the “Parties”), in a transaction the Parties expect to effect by means
of a reverse triangular merger in which a newly-formed subsidiary of GLOW will be merged into SHLB (the “Transaction”). The terms of the Transaction will be
more particularly set forth in a merger agreement (together with any other agreements related thereto, the “Definitive Agreements”) to be mutually agreed upon
by the Parties. Except as specifically set forth below, this letter of intent and the Term Sheet are not intended to be binding on the Parties.

We will need to complete legal, business and other due diligence to our satisfaction and our Board of Directors will need to receive a fairness opinion
from our financial advisor and consider and approve the Transaction, in each case before we submit any binding offer or execute any Definitive Agreements. Our
due diligence will involve a more in-depth review of technical, legal, tax, accounting, and commercial subject areas. We would expect to gain access to an
expanded data room of key documents and engage in more detailed discussions with SHLB management. Accordingly, except as set forth in Sections 8 and 10
of the Term Sheet, this letter of intent and the Term Sheet are not intended to be binding or enforceable and neither Party hereto will have any obligation to
consummate a transaction of any kind until such time as the Parties have entered into mutually agreeable Definitive Agreements with respect thereto, and then
only subject to the terms and conditions thereof.

Any amendments or extensions to this letter of intent must be signed by each of the Parties hereto. This letter of intent shall be governed by the laws of
the State of Delaware, without giving effect to any conflict of law principles, and may be signed in one or more counterparts, each of which shall be deemed to be
an original, but all of which together shall constitute one agreement.

This letter of intent is confidential to the Parties and their representatives and is subject to the Mutual Non-Disclosure and Confidentiality Agreement,
dated July 26, 2018, by and between the Parties, as amended to date, which continues in full force and effect in accordance with its terms.

Except as specifically set forth or referred to herein, nothing herein is intended or shall be construed to confer upon any person or entity other than the
Parties and their successors or assigns, any rights or remedies under or by reason of this letter of intent.

Upon execution of this letter of intent, GLOW will prepare a press release regarding the terms of this letter of intent and the Term Sheet for joint issuance
by the Parties. Any other announcement, circular or other material relating to the existence or the subject matter of this letter of intent or the Term Sheet,
including any material to be disseminated by SHLB in connection with any issuance of securities or borrowing of funds by SHLB, or the pursuit thereof, shall first
be approved by both Parties as to its content, form and manner of publication or dissemination, prior to any publication or dissemination thereof.

This letter of intent will automatically terminate and be of no further force and effect upon the earlier to occur of (a) execution of a Definitive Agreement
by the Parties, (b) mutual agreement of the Parties, and (c) 5:00 PM MT on November 8, 2018. Notwithstanding anything in the previous sentence, Sections 8
and 10 of the Term Sheet and the NDA, as amended, shall each survive the termination of this letter of intent and the termination of this letter of intent shall not
affect any rights any Party has with respect to the breach of this letter of intent by another Party prior to such termination.

If you are in agreement with the foregoing, please sign in the space provided below and return a signed copy to us. If not previously executed and
returned, this letter of intent expires at 5:00 PM MT on October 26, 2018.
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Best regards,

GLOWPOINT, INC.,
a Delaware corporation

/s/ Peter J. Holst
Name: Peter J. Holst
Title: President & CEO

Accepted and Agreed to as of the date first written above:

SHAREDLABS, INC.,
a Delaware corporation

/s/ Jason M. Cory
Name: Jason M. Cory
Title: President & CEO
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•

ANNEX A

Term Sheet

1. Parties: Glowpoint, Inc., a Delaware corporation (“GLOW”); and

  

SharedLabs, Inc., a Delaware corporation (" SHLB" and, together with GLOW,
the "Parties".)

2. Structure: At the closing of the Transaction (“Closing”) (i) each option, restricted stock unit or
restricted stock award outstanding under the Glowpoint 2014 Equity Incentive Plan,
Glowpoint 2007 Equity Incentive Plan or Glowpoint 2000 Equity Incentive Plan will
be vested or exercised, as the case may be; and (ii) GLOW will acquire 100% of the
issued and outstanding equity securities of SHLB (including each outstanding option,
warrant, share equivalent or other right to purchase or acquire, convert into, or
contingently receive capital stock of SHLB), in exchange for the consideration
described in Section 3, by means of a reverse triangular merger in which a newly-
formed subsidiary of GLOW will be merged into SHLB (the “Transaction”). As a
result of the Transaction, SHLB will become a wholly-owned subsidiary of GLOW.

  
It is expected that the Transaction will constitute a tax-free reorganization for U.S.
Federal income tax purposes.

  

The directors and executive officers of each Party will enter into agreements to vote
their shares of voting capital stock in favor of the Transaction and any related
matters on which such stockholders may be called to vote. Each Party will use
commercially reasonable efforts to cause its 5% or greater stockholders to enter into
support agreements to vote their shares of voting capital stock in favor of the
Transaction and any related matters on which such stockholders may be called to
vote.

  

The Parties will, from the time of signing the letter of intent governing this Term
Sheet until the termination of such letter of intent, use their commercially reasonable
efforts and work jointly, and in good faith, to facilitate the transactions described in
Sections 4(I)(B) and (C).

3. Consideration: Assuming GLOW has approximately 58,531,426 shares of its Common Stock, par
value $0.0001 per share (“Common Stock”), outstanding at Closing, GLOW will
issue at Closing an aggregate of 112,802,326 shares (the “Shares”) of its Common
Stock, in exchange for 100% of the issued and outstanding equity securities of SHLB
(including each outstanding option, warrant, share equivalent or other right to
purchase or acquire, convert into, or contingently receive capital stock of SHLB),
subject to the terms outlined herein.

  

The Shares to be issued in the Transaction will be registered with the Securities and
Exchange Commission (the “SEC”) pursuant to a Form S-4 Registration Statement
to be filed with the SEC by GLOW.

4. Conditions to Closing: I .  In addition to the other terms and conditions set forth in this Term Sheet, any
obligation of GLOW to close a Transaction is conditional upon:

   

A. The receipt of all required approvals of the stockholders of SHLB
and GLOW (including but not limited to stockholder approval of any
required amendments to GLOW’s Certificate of Incorporation, a reverse
stock split of GLOW’s issued and outstanding Common Stock, a new
equity incentive plan for existing and future award recipients (the “New
Incentive Plan”) and any stockholder approval required by NYSE
American rules applicable to GLOW), third-party consents, and
regulatory clearances, including from the NYSE American, the SEC and
under applicable merger regulations, which, in each case, may be
necessary to effect the Transaction or the consideration to be provided
therein;

   

B. The completion, prior to Closing, with funds to be released from
escrow no later than the date of Closing, by SHLB of a private
placement of SHLB common stock for at least $6,000,000 of cash
proceeds, net of expenses for the raise itself;
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C. Delivery by SHLB to GLOW of a signed loan term sheet(s) from a
lending institution(s) on or before ten days following execution of a
Definitive Agreement providing for a credit facility or credit facilities
(collectively, the “Loans”) totaling at least $16,000,000, including a
maximum of $8,000,000 on a subordinated term loan with an annual
interest rate not to exceed 12% and $8,000,000 on an Accounts
Receivable Line with an annual interest rate not to exceed 5%, and
including all other material terms and conditions of the Loans, with a
closing date for the Loans of no later than ninety days after Closing, and
providing that the Loans will be available to be fully drawn immediately
following the Closing of such Loans;

   

D. SHLB will provide to GLOW a calculation of its Net Working Capital
(as defined below) as of Closing, within 15 days following Closing,
which calculation will be prepared by an outside independent
accounting firm. The Definitive Agreement will include a “make whole”
clause to adjust the Shares in the event: (i) SHLB's actual Net Working
Capital deficit as of Closing is worse than SHLB’s Net Working Capital
deficit as of June 30, 2018, (ii) the balance on SHLB’s existing Seller’s
Note as of Closing exceeds $1,000,000, (iii) the balance on SHLB’s
existing financing line as of Closing exceeds $10,000,000 (which will be
refinanced by the Loan referenced in Section 4(I)(C) above at the
closing of the Loans), and/or (iv) the balance of SHLB’s long-term debt
as of Closing is greater than the balance as of June 30, 2018. The
“make whole” clause will reduce the number of Shares to be issued in
the Transaction consistent with the methodology set forth in Exhibit
A attached hereto for Section (4)(I)(B) above (with such terms to be set
forth in the Definitive Agreement);

   

E. All contracts or other agreements to which SHLB is a party that
provide a counterparty with redeemable or contingent common stock or
a guaranteed return (including pursuant to the iTech and ExoiS
acquisitions and all agreements with the investor in SHLB’s January
2018 Financing (as defined in the S-1 (as defined below))) shall be fully
satisfied and terminated on or prior to Closing; and

   

F. Other customary conditions such as the absence of any injunction
prohibiting the Transaction, the truth of all representations and
warranties, compliance with covenants and absence of any material
adverse event.

  

II.  In addition to the other terms and conditions set forth in this Term Sheet, any
obligation of SHLB to close a Transaction is conditional upon:

   

A. The receipt of all required approvals of the stockholders of SHLB
and GLOW (including but not limited to stockholder approval of any
required amendments to GLOW’s Certificate of Incorporation, a reverse
stock split of GLOW’s issued and outstanding Common Stock, the New
Incentive Plan and any stockholder approval required by NYSE
American rules applicable to GLOW), third-party consents, and
regulatory clearances, including from the NYSE American, the SEC and
under applicable merger regulations, which, in each case, may be
necessary to effect the Transaction or the consideration to be provided
therein;

   

B. GLOW will provide to SHLB a calculation of its Net Working Capital,
as of Closing, within 15 days following Closing, which calculation will be
prepared by an outside independent accounting firm. The Definitive
Agreement will include a “make whole” clause to adjust the Shares in
the event that GLOW’s actual Net Working Capital as of Closing is
below $1,500,000. The “make whole” clause will increase the number
of Shares to be issued in the Transaction consistent with the
methodology set forth in Exhibit A attached hereto for Section (4)(I)
(B) above (with such terms to be set forth in the Definitive Agreement);
and

   

C. Other customary conditions such as the absence of any injunction
prohibiting the Transaction, the truth of all representations and
warranties, compliance with covenants and absence of any material
adverse event.
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For purposes of this Section 4, subject to finalization of financial due diligence, “ Net
Working Capital” is defined as the sum of (i) cash, (ii) accounts receivable, (iii) pre-
paid expenses, (iv) inventory and (v) other current assets, less the sum of (i)
accounts payable, (ii) accrued expenses, (iii) current debt and (iv) other current
liabilities.

5. Representations,
Warranties,
Indemnities, and Other
Provisions; Post-
Signing Market Check:

In the Definitive Agreement, GLOW and SHLB will each make customary
representations and warranties (which will survive the Closing). The Definitive
Agreement will also contain customary covenants, closing conditions and other
provisions.

 

In addition, in order to ensure that the GLOW Board fulfills its fiduciary duty under
Delaware law to maximize the value of GLOW for its stockholders’ benefit, the
Definitive Agreement will include a “go-shop” provision entitling GLOW, for a 45-day
period immediately following the execution of a definitive merger agreement, to
conduct a post-signing market check process.

6. Corporate Governance
and Board
Composition:

A. The Board of Directors of GLOW following Closing will include at least one Board
member to be designated by the Board of GLOW existing prior to Closing.

  

B. GLOW, after obtaining the agreement of SHLB to the terms of the New Incentive
Plan, will seek shareholder approval for the establishment of the New Incentive Plan
with 20,000,000 shares of Common Stock (the “Plan Shares”) initially available for
issuance pursuant to awards under the New Incentive Plan, with the final number of
Plan Shares under the New Incentive Plan to be subject to adjustment, including as
a result of the “Amendment to Exchange Ratio” provisions of Section 7, in order to,
at Closing, be equal to 10.453% of the sum of (i) the shares of GLOW Common
Stock outstanding at Closing (not including any Shares issued in the Transaction)
plus (ii) the Shares issued in the Transaction plus (iii) the number of Plan Shares.

7. Amendment to
Exchange Ratio Upon
Failure of Certain
Conditions:

A. (1) If SHLB fails to fully satisfy the condition precedent set forth in Section 4(I)
(B) above, GLOW may, at its option, upon approval by the GLOW Board of Directors,
proceed to consummate the Transaction upon the terms set forth herein with the
exception that the Shares to be issued to SHLB in the Transaction shall be reduced
proportionally consistent with the methodology set forth in Exhibit A attached hereto
(with such terms to be set forth in a Definitive Agreement).

  

(2) Alternatively, and without limitation on the foregoing sentence, if SHLB fails to
complete a private placement of SHLB common stock for cash proceeds, net of all
expenses, discounts, fees and commissions associated with such private
placement, of at least $5,000,000, prior to Closing, with funds to be released from
escrow no later than the date of Closing, GLOW may, at its option, elect to not
proceed to consummate the Transaction and, in such event, GLOW will be entitled
to receive reimbursement for its actual expenses associated with the Transaction on
the terms set forth in Section 10(C) below.

  

B. If SHLB fails to fully satisfy the condition precedent set forth in Section 4(I)
(C) above, GLOW may, at its option and upon approval by the GLOW Board of
Directors, proceed to consummate the Transaction upon the terms set forth herein
with the exception that the Shares to be issued to SHLB in the Transaction shall be
reduced by 7.5% (or 8,460,174 shares). These shares will be held in escrow until
the condition precedent set forth in Section (4)(I)(C) is satisfied. Alternatively, and
not in limitation of the foregoing sentence, if SHLB secures the Loans but at higher
interest rates than set forth in Section (4)(I)(C), GLOW may, at its option and upon
approval by the GLOW Board of Directors, proceed to consummate the Transaction
upon the terms set forth herein with the exception that the Shares to be issued to
SHLB in the Transaction shall be reduced proportionally consistent with the
methodology set forth in Exhibit A attached hereto, with such dollar amount based
on the difference in per annum cost of capital over a period of two years (with such
terms to be set forth in a Definitive Agreement, including that cost of capital will
factor in the issuance of stock derivatives (such as warrants) and that such
derivatives will be valued using Black-Scholes).

  

C. If SHLB fails to fully satisfy the condition precedents set forth in each of
Sections 4(I)(B) and 4(I)(C) above, GLOW may, at its option and upon approval by
the GLOW Board of Directors, proceed to consummate the Transaction upon the
terms set forth herein with the exception that the Shares to be issued in the
Transaction shall be reduced proportionally based on a mutually agreed valuation to
be determined in a Definitive Agreement.
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D. In each of the cases set forth in Sections 7(A) - (C) above, the decision of GLOW
or the GLOW Board of Directors will be in its sole, unfettered discretion with no
fiduciary or similar obligation to SHLB or its stockholders, officers, directors or
affiliates.

8. Due Diligence: Each Party will have the right to conduct such due diligence with respect to the other
Party as it shall desire, including, without limitation, technical, legal, tax, accounting,
commercial, and other due diligence, as well as reviews of all books, records,
financial statements, models, forecasts, budgets, contracts, agreements, filings,
permits, approvals, and all other documentation pertaining to such Party and its
business. Each Party will cooperate with the other Party and its agents and
representatives in connection with such due diligence, including by (i) providing
copies of all such documentation reasonably promptly following their request by the
other Party or their agents or other representatives and (ii) making available its
facilities, records, key employees and key members of such Party’s senior
management.

  

Further, prior to the Parties’ agreement upon this Term Sheet, SHLB shall provide to
GLOW all correspondence between SHLB and the SEC regarding the S-1 and all
related matters in complete and full format together with all exhibits, schedules and
other attachments (if any) thereto.

9. Definitive Agreement;
Closing:

The Parties will negotiate in good faith to execute a Definitive Agreement no later
than November 8, 2018. The Definitive Agreement and all other such agreements
must be satisfactory to the parties to such agreements.

10. Binding Provisions
(Fees and Expenses;
S-1; Public
Announcements):

A. Except as otherwise set forth in this Section 10, each Party shall bear and pay,
without any right of reimbursement from the other Party, all costs, fees, and
expenses, including attorney fees, incurred by it or on its behalf in connection with
the preparation, execution, and delivery of the letter of intent and this Term Sheet
and the transactions contemplated thereby and hereby; provided, however, that,
notwithstanding anything to the contrary set forth therein or herein, if, at any time
prior to Closing, either Party (such Party, the “Terminating Party”) ceases to
pursue, or informs the other Party (such Party, the “Terminated Party”) that it no
longer wishes to pursue, the Transaction pursuant to the terms set forth in this Term
Sheet or otherwise (a “Termination”), the Parties agree that the Terminating Party
shall pay to the Terminated Party fifty percent (50%) of all reasonable and customary
third-party expenses of the Terminated Party, including but not limited to all legal,
accounting, financial and other professional fees and expenses, actually incurred by
the Terminated Party in connection with the Terminated Party’s pursuit of the
Transaction (the “Reimbursable Expenses”). Any such Reimbursable Expenses
shall be payable by the Terminating Party to the Terminated Party in immediately
available funds by wire transfer no later than ten (10) days after receipt by the
Terminating Party of written notice from the Terminated Party pursuant to this
Section 10(A). Notwithstanding the foregoing, (i) if GLOW ceases to pursue, or
informs SHLB that it no longer wishes to pursue, the Transaction, pursuant to the
terms of Section 7 or 10(C) of this Term Sheet, or (ii) if any Party ceases to pursue,
or informs the other Party that it no longer wishes to pursue, the Transaction, as a
result of a Material Adverse Condition (as defined below) in the other Party’s
business, such event shall not be deemed to be a “Termination” for purposes of this
Section 10(A). For purposes of this Section 10(A), “Material Adverse Condition” shall
include any event, occurrence, fact, condition or change that is materially adverse to
(a) the business, results of operations, condition (financial or otherwise) or assets of
a Party, or (b) the ability of a Party to consummate the transactions contemplated
hereby; provided, however, that “Material Adverse Condition” shall not include any
event, occurrence, fact, condition or change, directly or indirectly, arising out of or
attributable to: (i) general economic or political conditions; (ii) conditions generally
affecting the industries in which the Party operates; (iii) any changes in financial or
securities markets in general; (iv) acts of war (whether or not declared), armed
hostilities or terrorism, or the escalation or worsening thereof; (v) any changes in
applicable laws or accounting rules, including GAAP; or (vi) the public
announcement, pendency or completion of the transactions contemplated by this
Term Sheet; provided, further, however, that any event, occurrence, fact, condition
or change referred to in clauses (i) through (iv) immediately above shall be taken
into account in determining whether a Material Adverse Condition has occurred or
could reasonably be expected to occur to the extent that such event, occurrence,
fact, condition or change has a disproportionate effect on a Party compared to other
participants in the industries in which the Party operates.
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B. The definitive merger agreement will require SHLB to withdraw its Registration
Statement on Form S-1, File No. 333-224954 (the “S-1”), and will include break-fee
provisions (the “Break Fee”) applicable in the event that the Transaction is not
consummated as a result of (i) a breach of SHLB, (ii) termination of the Transaction
by SHLB for a reason other than the breach of SHLB or the failure of SHLB to satisfy
a condition precedent to the consummation of the Transaction, (iii) a breach of
GLOW or (iv) termination of the Transaction by GLOW for a reason other than the
breach of GLOW or the failure of GLOW to satisfy a condition precedent to the
consummation of the Transaction, in each case following the Parties’ agreement
upon this Term Sheet.

  

C. Notwithstanding any other provision of this Term Sheet, and separate and apart
from the provisions of Sections 10(A) and (B), if SHLB fails to complete a private
placement of SHLB common stock for cash proceeds, net of all expenses,
discounts, fees and commissions associated with such private placement, of at least
$5,000,000, prior to Closing, with funds to be released from escrow no later than the
date of Closing, GLOW may elect, in its sole and absolute discretion, to not proceed
to consummate the Transaction and, in such event, GLOW will be entitled to receive
reimbursement from SHLB for 100% of its actual expenses associated with this
Transaction up to $750,000. In no event shall GLOW be entitled to receive more
than 100% of its actual expenses associated with this Transaction as a result of
Sections 10(A) and (C) of this Term Sheet.

  

D. Upon execution of the letter of intent governing this Term Sheet, GLOW will
prepare a press release regarding the terms of the letter of intent and this Term
Sheet for joint issuance by the Parties. Any other announcement, circular or other
material relating to the existence or the subject matter of the letter of intent or this
Term Sheet, including any material to be disseminated by SHLB in connection with
any issuance of securities or borrowing of funds by SHLB, or the pursuit thereof,
shall first be approved by both Parties as to its content, form and manner of
publication or dissemination, prior to any publication or dissemination thereof.

11. Conduct of Business: Subject to the other provisions of this Term Sheet, from the date hereof through the
earlier of execution of a Definitive Agreement or termination of the negotiations of a
Transaction (as referenced in writing), each Party will (i) conduct its business in the
ordinary course in a manner substantially consistent with past custom and practice,
(ii) pay all accounts payable, and collect all accounts receivable in the ordinary
course of business and consistent with past and customary practice, (iii) not sell,
transfer or otherwise dispose of any of the material tangible or intangible assets of
such Party (other than in the ordinary course of business), (iv) maintain its properties
and other assets in good working condition (normal wear and tear excepted), and (v)
use its best efforts to maintain its business and employees, customers, assets and
operations as an ongoing concern in accordance with past custom and practice.
Each Party acknowledges that any material changes in such Party following
execution of this Term Sheet may affect valuation and ability to proceed with a
Transaction.
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Exhibit A to Term Sheet
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