Opti-Harvest, Inc.

DISCLAIMERS AND RISK FACTORS

An investment in our securities is speculative and involves a high degree of risk including the risk of a loss of your
entire investment. You should carefully consider the following risk factors. These risk factors contain, in addition
to historical information, forward looking statements that involve risks and uncertainties. Our actual results could
differ significantly from the results discussed in the forward-looking statements. The occurrence of any of the
adverse developments described in the following risk factors could materially and adversely harm our business,
financial condition, results of operations or prospects. In such event, the value of our securities could decline, and
you could lose all or a substantial portion of your investment. In addition, the risks and uncertainties discussed
below are not the only ones we face. Our business, financial condition, results of operations or prospects could
also be harmed by risks and uncertainties not currently known to us or that we currently do not believe are material,
and these risks and uncertainties could result in a complete loss of your investment. In assessing the risks and
uncertainties described below, you should also refer to the other information contained in this offering circular.

Risks Related to Our Business and Industry

There is uncertainty regarding our ability to continue as a going concern,
indicating the possibility that we may be required to curtail or discontinue our
operations in the future. If we discontinue our operations, you may lose all of
your investment.

We have incurred net losses of $52.4 million from our inception on June 20, 2016 to December 31, 2024, and have
completed only the preliminary stages of our business plan. We anticipate incurring additional losses before
generating any revenues and will depend on additional financing in order to meet our continuing obligations and
ultimately, to attain profitability. The report of our independent registered public accounting firm on our financial
statements for the year ended December 31, 2024 included an explanatory paragraph describing conditions that
raise substantial doubt about our ability to continue as a going concern. The conditions giving rise to this uncertainty
are also disclosed in Note 1 to our financial statements for the years ended December 31, 2024 and 2023, appearing
at the end of this offering circular, citing our recurring losses and cash used in operations among other factors. Our
ability to continue as a going concern will be determined by our ability to generate sufficient cash flow to sustain
our operations and/or raise additional capital in the form of debt or equity financing. We believe that the inclusion
of a going concern explanatory paragraph in the report of our registered public accounting firm will make it more
difficult for us to secure additional financing or enter into strategic relationships with distributors on terms
acceptable to us, if at all, and likely will materially and adversely affect the terms of any financing that we might
obtain. Our financial statements do not include any adjustments relating to the recoverability and classification of
recorded asset amounts or amounts and classification of liabilities that might be necessary should we be unable to
continue as a going concern.

Pandemics and epidemics, including the ongoing COVID-19 pandemic, natural
disasters, terrorist activities, political unrest, and other outbreaks could have a
material adverse impact on our business, results of operations, financial
condition and cash flows or liquidity.

During the ongoing global COVID-19 pandemic, the capital markets are experiencing pronounced volatility, which
may adversely affect investor’s confidence and, in turn may affect our initial public offering.

In addition, the COVID-19 pandemic has caused us to modify our business practices (such as employee travel plan



and cancellation of physical participation in meetings, events, and conference), and we may take further actions as
required by governmental authorities or that we determine are in the best interests of our employees, customers,
and business partners. In addition, the business and operations of our manufacturers, suppliers, and other business
partners have also been adversely impacted by the COVID-19 pandemic and may be further adversely impacted in
the future, which could result in delays in our ability to commercialize our agricultural products and services.

As a result of social distancing, travel bans, and quarantine measures, access to our facilities, users, management,
and support staff has been limited, which in turn has impacted, and will continue to impact, our operations, and
financial condition.

The extent to which COVID-19 impacts our, and those of our suppliers’ and potential users’, business, results of
operations, and financial condition will depend on future developments, which are uncertain and cannot be
predicted, including, but not limited to, the occurrence of an additional “wave,” duration and spread of the outbreak,
its severity, the actions to contain the virus or treat its impact, and how quickly and to what extent normal economic
and operating conditions can resume. Even if the COVID-19 outbreak subsides, we may continue to experience
materially adverse impacts to our business as a result of its global economic impact, including any recession that
has occurred or may occur in the future.

We are also vulnerable to natural disasters and other calamities. Although we have servers that are hosted in an
offsite location, our backup system does not capture data on a real-time basis, and we may be unable to recover
certain data in the event of a server failure. We cannot assure you that any backup systems will be adequate to
protect us from the effects of fire, floods, typhoons, earthquakes, power loss, telecommunications failures, break-
ins, war, riots, terrorist attacks or similar events. Any of the foregoing events may give rise to interruptions,
breakdowns, system failures, technology platform failures or internet failures, which could cause the loss or
corruption of data or malfunctions of software or hardware.

We had negative cash flow for the years ended December 31, 2024 and 2023.

We had negative operating cash flow for the years ended December 31, 2024 and 2023. To the extent that we have
negative operating cash flow in future periods, we may need to allocate a portion of our cash reserves to fund such
negative cash flow. We may also be required to raise additional funds through the issuance of equity or debt
securities. There can be no assurance that we will be able to generate a positive cash flow from our operations, that
additional capital or other types of financing will be available when needed or that these financings will be on terms
favorable to us.

We are an early-stage agricultural technology business, with no experience in the
market, and failure to successfully compensate for this inexperience may
adversely impact our operations and financial position.

We were incorporated on June 20, 2016, and we are an early-stage agricultural technology business, with few
substantial tangible assets in a highly competitive industry. We have limited operating history, a small customer
base and low revenue to date. This makes it difficult to evaluate our future performance and prospects. Our offering
circular must be considered in light of the risks, expenses, delays and difficulties frequently encountered in
establishing a new business in an evolving agricultural technology industry characterized by intense competition,
including:

e our business model and strategy are still evolving and are continually being reviewed and revised;

e we may not be able to raise the capital required to develop our initial customer base and reputation;

e we may not be able to successfully implement our business model and strategy; and

e our management consists of few persons and is heavily reliant on Jonathan Destler, our Chief Executive
Officer and Chairman.



We cannot be sure that we will be successful in meeting these challenges and addressing these risks and
uncertainties. If we are unable to do so, our business will not be successful and you could lose all or a substantial
portion of your investment.

We expect to suffer losses in the immediate future that may cause us to curtail or
discontinue our operations.

We expect to incur operating losses in future periods. These losses will occur because we do not yet have any
revenues to offset the expenses associated with the development of our agricultural technology business, garnering
revenues, and our business operations, generally. We cannot guarantee that we will ever be successful in generating
revenues in the future. We recognize that if we are unable to generate revenues, we will not be able to earn profits
or continue operations. There is no history upon which to base any assumption as to the likelihood that we will
prove successful, and we can provide investors with no assurance that we will generate any operating revenues or
ever achieve profitable operations. If we are unsuccessful in addressing these risks, our business will almost
certainly fail.

We may not be able to execute our business plan or stay in business without
additional funding.

Our ability to generate future operating revenues depends in part on whether we can obtain the financing necessary
to implement our business plan. We will likely require additional financing through the issuance of debt and/or
equity in order to establish profitable operations, and such financing may not be forthcoming. As widely reported,
the global and domestic financial markets have been extremely volatile in recent months. If such conditions and
constraints continue or if there is no investor appetite to finance our specific business, we may not be able to acquire
additional financing through credit markets or equity markets. Even if additional financing is available, it may not
be available on terms favorable to us. At this time, we have not identified or secured sources of additional financing.
Our failure to secure additional financing when it becomes required will have an adverse effect on our ability to
remain in business.

The agriculture technology business is extremely competitive, and if we are not
able to compete successfully against other agricultural technology businesses,
both large and small, we will not be able operate our business and investors will
lose their entire investment.

The agricultural technology business is extremely competitive and rapidly changing. We currently and in the future
face competitive pressures from numerous actual and potential competitors. Many of our current and potential
competitors in the agricultural growth business have substantial competitive advantages than we have, including:

longer operating histories;

significantly greater financial, technical and marketing resources;
greater brand name recognition;

better advertising and marketing;

existing customer bases; and

commercially accepted technology and products.

Our competitors may be able to respond more quickly to new or emerging methods and changes in the agricultural
technology business and devote greater resources to identify, develop and market new agricultural products and
services, and better market and sell their agricultural products and services than we can.



We rely on a limited number of suppliers, manufacturers, and logistics partners
for our products. A loss of any of these partners could negatively affect our
business.

We rely on a limited number of suppliers to manufacture and transport our products, including in some cases only
a single supplier for some of our products and components. One single supplier currently manufactures two of our
three products available for sale, and houses our sole set of tooling required to manufacture these products. One
additional supplier manufactures one of our products which became available for sale in the second half of fiscal
year 2022. We have no material agreements with our manufacturing suppliers. Our reliance on a limited number of
manufacturers for each of our products increases our risks, since we do not currently have alternative or replacement
manufacturers beyond these key parties. In the event of interruption from any of our manufacturers, we may not be
able to increase capacity from other sources or develop alternate or secondary sources without incurring material
additional costs and substantial delays. Thus, our business could be adversely affected if one or more of our
suppliers is impacted by a natural disaster or other interruption at a particular location.

If we experience a significant increase in demand for our products, or if we need to replace an existing supplier or
partner, we may be unable to supplement or replace them on terms that are acceptable to us, which may undermine
our ability to deliver our products to customers in a timely manner. For example, it may take a significant amount
of time to identify a manufacturer that has the capability and resources to build our products to our specifications
in sufficient volume. Identifying suitable suppliers, manufacturers, and logistics partners is an extensive process
that requires us to become satisfied with their quality control, technical capabilities, responsiveness and service,
financial stability, regulatory compliance, and labor and other ethical practices. Accordingly, a loss of any of our
significant suppliers, manufactures, or logistics partners could have an adverse effect on our business, financial
condition and operating results.

The loss of the services of Jonathan Destler, our Chief Executive Officer and
Chairman, or our failure to timely identify and retain competent personnel could
negatively impact our ability to develop our website and sell our services.

The development of our agricultural technology business and the marketing of our prospective business will
continue to place a significant strain on our limited personnel, management, and other resources. Our future success
depends upon the continued services of our executive officers who are developing our business, and on our ability
to identify and retain competent consultants and employees with the skills required to execute our business
objectives. The loss of the services of Jonathan Destler, our Chief Executive Officer and Chairman, or our failure
to timely identify and retain competent personnel could negatively impact our ability to develop our website and
sell our services, which could adversely affect our financial results and impair our growth.

We have limited human resources; we need to attract and retain highly skilled
personnel; and we may be unable to manage our growth with our limited
resources effectively.

The expansion of our business has placed a significant strain on our limited managerial, operational, and financial
resources. We have been and will continue to be required to expand our operational and financial systems
significantly and to expand, train and manage our work force in order to manage the expansion of our operations.
Our future success will depend in large part on our ability to attract, train, and retain additional highly skilled
executive level management with experience in our industry. Competition is intense for these types of personnel
from more established organizations, many of which have significantly larger operations and greater financial,
marketing, human, and other resources than we have. We may not be successful in attracting and retaining qualified
personnel on a timely basis, on competitive terms or at all. To date we have had to limit the engagement of critical
management and other key personnel due in part to limited financial resources. If we are not successful in attracting
and retaining these personnel, our business, prospects, financial condition and operating results would be materially



adversely affected. Further, our ability to manage our growth effectively will require us to continue to improve our
operational, financial and management controls, reporting systems and procedures, to install new management
information and control systems and to train, motivate and manage employees. If we are unable to manage
growth effectively and new employees are unable to achieve adequate performance levels, our business, prospects,
financial condition and operating results will be materially adversely affected.

Our lack of insurance may expose us to liabilities which could cause us to cease
operations.

While we intend to maintain insurance in the future for certain risks, the amount of our insurance coverage may
not be adequate to cover all claims or liabilities, and we may be forced to bear substantial costs resulting from risks
and uncertainties of our business. It is also not possible to obtain insurance to protect against all operational risks
and liabilities. The failure to obtain adequate insurance coverage on terms favorable to us, or at all, could have a
material adverse effect on our business, financial condition and results of operations. We do not have any business
interruption insurance. Any business disruption or natural disaster could result in substantial costs and diversion of
resources.

Our technology and agricultural growth products have only been developed in
the last several years and we have had only limited opportunities to deploy and
assess their performance in the field at full scale.

The current generation of our agricultural growth products have only been developed in the last several years and
are continuing to evolve. Deploying and operating our technology is a complex endeavor and, until recently, had
been done primarily by a small number of customers in the agricultural crop industry, mostly as part of our field
trials. As we deploy our products, we may encounter unforeseen operational, technical and other challenges, some
of which could cause significant delays, trigger contractual penalties, result in unanticipated expenses, and/or
damage to our reputation, each of which could materially and adversely affect our business, financial condition and
results of operations.

Our agricultural growth products might not operate properly or contain defects,
which could damage our reputation, give rise to claims against us, or divert
application of our resources from other purposes, any of which could harm our
business and operating results.

Our products are complex and may contain defects or experience failures due to any number of issues in design,
materials, manufacture, deployment and/or use. Despite extensive testing, from time to time we have discovered
defects or errors in our products. Material performance problems or defects in our products might arise in the future,
which could have an adverse impact on our business and customer relationship and subject us to claims.

Defects and errors related to our agricultural growth products and any failure by us to identify and address them
could result in delays in product introductions and updates, loss of revenue or market share, liability to customers
or others, failure to achieve market acceptance or expansion, diversion of development and other resources, injury
to our reputation, and increased service and maintenance costs. Defects or errors in our products might discourage
existing or potential customers from purchasing from us. Correction of defects or errors could prove to be
impossible or impracticable. The costs incurred in correcting any defects or errors or in responding to resulting
claims or liability might be substantial and could adversely affect our operating results.

If we do not continue to innovate and deliver high-quality, technologically
advanced products and services, we will not remain competitive, and our revenue
and operating results could suffer.



The market for our agricultural growth products is characterized by rapid technological advancements, changes in
customer requirements, frequent new product introductions and enhancements, and changing industry standards.
The life cycles of our products are difficult to estimate. Rapid technological changes and the introduction of new
products and enhancements by new or existing competitors could undermine our current market position.

Our success depends in substantial part on our continuing ability to provide products and services that growers will
find superior to our competitors’ products and will continue to use. Our future success will depend upon our ability
to anticipate and to adapt to changes in technology and industry standards, and to effectively develop, to introduce,
to market, and to gain broad acceptance of new product and service enhancements incorporating the latest
technological advancements. In addition, because our agricultural growth solutions are designed to operate on a
variety of agricultural products, we will need to continuously modify and enhance our solutions to keep pace with
changes in design, the effects of climate change, the cost of water, evolving crop growth choices, evolving
atmospheric conditions, and database technologies. We intend to continue to invest significant resources in research
and development to enhance our existing products and introduce new high-quality products that customers will
want. If we are unable to predict user preferences or industry changes, or if we are unable to modify our products
and services on a timely basis or to effectively bring new products to market, our sales may suffer. In addition,
investment in product development often involves a long return on investment cycle. We have made and expect to
continue to make significant investments in product development. We may expend significant time and resources
developing and pursuing sales of a particular enhancement or application that may not result in revenues in the
anticipated time frame or at all, or may not result in revenue growth sufficient to offset increased expenses.
Furthermore, uncertainties about the timing and nature of new functionality, or new functionality to existing
platforms or technologies, could increase our research and development expenses. Any failure of our products to
operate effectively with future technologies could reduce the demand for our products, result in customer
dissatisfaction, and have a material adverse effect on our business, financial condition, and results of operations.

We may not have sufficient resources to make the necessary investments in new product development and we may
experience difficulties that could delay or prevent the successful development, introduction, or marketing of new
products or enhancements. In addition, our products or enhancements may not meet the increasingly complex
customer requirements of the marketplace or achieve market acceptance at the rate we expect, or at all. Any failure
by us to anticipate or respond adequately to technological advancements, customer requirements, and changing
industry standards, or any significant delays in the development, introduction, or availability of new products or
enhancements, could undermine our current market position.

Our products are anticipated to generally have long sales cycles and
implementation periods, which may increase our costs in obtaining orders and
reduces the predictability of our earnings.

Our products are technologically complex. Prospective customers, generally speaking, will have to commit
significant resources and time to inspect, test and evaluate our products and to install and integrate them into
existing agricultural operations and systems. Orders expected in one quarter may shift to another quarter or be
cancelled as a result of the customers’ budgetary constraints, internal acceptance reviews, and other factors
affecting the timing of customers’ purchase decisions. In addition, potential customers are anticipated to require a
significant number of product presentations and demonstrations, in some instances evaluating products on-site
where already installed, before reaching a sufficient level of confidence in the product’s performance and
compatibility with the customer’s requirements to place an order. As a result, our sales process is anticipated to be
subject to delays associated with lengthy approval processes that typically accompany the design and testing of
new products. The sales cycles of our products are anticipated to last for many months or even years. In addition,
the time required for our potential customers to incorporate our products into their operations and systems are
anticipated to vary significantly with the on-site circumstances of our customers, which further complicates our
planning processes and reduces the predictability of our operating results. Longer sales cycles require us to invest
significant resources in attempting to make sales, which may not be realized, and delay the generation of revenue.



(i)

DisperSolar LLC (“DisperSolar”) is a related party because our Chief Science
Officer, Yosepha Shahak Ravid, and our Chief Technology Officer, Nicholas
Booth, are both control persons of DisperSolar and named inventors of the
acquired patents we acquired from DisperSolar under our Patent Purchase
Agreement with DisperSolar. Ms. Shahak Ravid and Mr. Booth have conflicts of
interest with us because they simultaneously have fiduciary duties to both us and
to DisperSolar, which could cause disruptions in our operations and/or us to
suffer losses.

On April 7, 2017, we and DisperSolar entered into a Patent Purchase Agreement (the “Agreement”) pursuant to
which we acquired certain patents (intellectual property) of DisperSolar. DisperSolar developed the patents for
harvesting, transmission, spectral modification and delivery of sunlight to shaded areas of plants.

Under the Agreement, we agreed to pay the following for the acquisition DisperSolar’s intellectual property:

(i) Initial Payment: $150,000 deposited into the Seller Account within 10 days of the Effective Date (the
“Initial Payment”).

(ii) Initial Milestone Payments: Additional payments in the aggregate combined amount up to $450,000
upon reaching defined milestones (the “Milestone Payments”). As of the date of this offering circular,
no remaining milestone payment obligations remain.

(iii) Earnout Payments: $800,000 paid on the on-going basis at a rate of 50% of gross margin and/or
License Revenue from the date of the first commercial sale of a Covered Product or the first receipt
by Purchaser of License Revenue, until the aggregate combined Gross Margin and License Revenue
reach $1,600,000. As of the date of his offering circular, we recorded no earnout payment obligations
as no gross margin was realized.

We will pay to DisperSolar royalties as follows:

(i) Following the recognition by us of the first $1.6 million in aggregate combined gross margin and
license revenue, and until we pay to Seller an aggregate amount in royalties of $30 million, we shall
pay to Seller royalties on sales of covered products at a rate of 8% of gross margin.

Once we paid to DisperSolar an aggregate amount in royalties of $30 million, we shall pay to DisperSolar royalties
on sales of covered products at a rate of 4.75% of gross margin until the earlier of (x) such time as covered products
are not covered by any claims of any assigned patent, and (y) the date of the consummation of a strategic
transaction.As of the date of this offering circular, we recorded no royalties payment obligations as no
gross margin was realized.

We will pay to DisperSolar 7.6% of all license consideration received by us until the date of the consummation of
a Strategic Transaction. “Strategic Transaction” means a transaction or a series of related transactions that results
in an acquisition of the Company by a third party, including by way of merger, purchase of capital stock or purchase
of assets or change of control or otherwise.

“Strategic Transaction Consideration” means any cash consideration and the fair market value of any non-cash
consideration paid to us by any acquirer as consideration for the Strategic Transaction, less the costs and expenses
incurred by a purchaser for the purpose of consummating a Strategic Transaction. We will pay to DisperSolar a
percentage of all License Consideration received by a prospective purchaser as follows:

(1) 3.8% of'the first $50 million of the Strategic Transaction Consideration;



(i1) 5.7% of the next $100 million of the Strategic Transaction Consideration (i.e., over $50 million and up
to $150 million); and

(iii) 7.6% of Strategic Transaction Consideration over $150 million.

In the event that we have a dispute with DisperSolar regarding the Agreement, whether over milestone payments,
earnout payments, royalty payments or Strategic Transaction Consideration with DisperSolar, or any other issue
regarding the Agreement, Ms. Shahak Ravid and Mr. Booth would be in a situation where they, as our Chief Science
Officer and Chief Technology Officer, respectively, have fiduciary duties to act in the best interests of us, while at
the same time, a fiduciary duty to act in the best interest of DisperSolar, which is not possible. If Ms. Shahak Ravid
is simultaneously our Chief Science Officer, and/or Mr. Booth is simultaneously our Chief Technology Officer,
while DisperSolar is engaged in a dispute with us, Ms. Shahak Ravid and/or Mr. Booth may be unwilling to perform
their duties as Chief Science Officer and Chief Technology Officer to us with the same conviction and interest as
when they would not be in a dispute with us. In such a situation, if Ms. Shahak Ravid and/or Mr. Booth would
refuse to resign from their respective positions as Chief Science Officer and Chief Technology Officer, our board
of directors may have to vote to remove them from their respective positions as Chief Science Officer and Chief
Technology Officer, which could trigger litigation, a refusal of Ms. Shahak Ravid and/or Mr. Booth to disclose
critical know-how to us, or cause disruptions in our operations and/or us suffer losses.

Risks Related to Our Intellectual Property

Our failure to protect our intellectual property may significantly impair our
competitive advantage.

Our success and ability to compete depend in large part upon protecting our proprietary intellectual property. We
rely on a combination of patent protection, trademark and trade secret protection, nondisclosure and nonuse
agreements to protect our proprietary rights. The steps we have taken may not be sufficient to prevent the
misappropriation of our intellectual property, particularly in foreign countries where the laws may not protect our
proprietary rights as fully as in the United States. The patent and trademark law and trade secret protection may
not be adequate to deter third party infringement or misappropriation of our patents, trademarks and similar
proprietary rights.

The patent prosecution process is expensive, time-consuming and complex, and we may not be able to file,
prosecute, maintain, enforce or license all necessary or desirable patent applications at a reasonable cost or in a
timely manner. We may not be able to obtain or maintain patent applications and patents due to the subject matter
claimed in such patent applications and patents being in disclosures in the public domain. We have filed patent
applications both in the United States and abroad seeking protection of our inventions originating from our research
and development. Our patent applications may not result in issued patents, and any patents that are issued may not
provide meaningful protection against competitors or competitive technologies. Further, the examination process
may require us to narrow the claims for our pending patent applications, which may limit the scope of patent
protection that may be obtained if these applications issue. The scope of a patent may also be reinterpreted and
significantly reduced after issuance. Even if patent applications we license or own currently or in the future issue
as patents, they may not issue in a form that will provide us with any meaningful protection, prevent competitors
or other third parties from competing with us, or otherwise provide us with the protection or competitive advantages
we are seeking.

Any of our patents, including those we may license, may be challenged, invalidated, rendered unenforceable or
circumvented. Consequently, we do not know whether any of our products will be protectable or remain protected
by valid and enforceable patents. We may not prevail if our patents are challenged by competitors or other third
parties. The United States federal courts or equivalent national courts or patent offices elsewhere may invalidate
our patents, find them unenforceable, or narrow their scope. Furthermore, competitors may be able to design around
our patents by developing similar or alternative technologies or products in a non-infringing manner, or obtain
patent protection for more effective technologies, designs or methods. If these developments were to occur, our
products may become less competitive and sales may decline.



Various courts, including the United States Supreme Court, have rendered decisions that affect the scope of
patentability of certain inventions or discoveries relevant to some aspects of our technology. These decisions state,
among other things, that a patent claim that recites an abstract idea, natural phenomenon or law of nature are not
themselves patentable. Precisely what constitutes a law of nature or abstract idea is uncertain, and it is possible that
certain aspects of our technology could be considered unpatentable under applicable law. As a result, the issuance,
scope, validity, enforceability, and commercial value of our patent rights are highly uncertain. Depending on
decisions by the United States Congress, the federal courts and the United States Patent and Trademark Office
(USPTO), the laws and regulations governing patents could change in unpredictable ways that would weaken our
ability to obtain new patents or to enforce our existing patents and patents that we might obtain or in-license in the
future. Additionally, our pending and future patent applications may not result in patents being issued which protect
our technology or products or which effectively prevent others from commercializing competitive technologies and
products. In fact, patent applications may not issue as patents at all. In addition, the coverage claimed in a patent
application can be significantly reduced before the patent is issued, and its scope can be reinterpreted after issuance.
The scope of patent protection outside of the United States is also uncertain. Changes in either the patent laws or
their interpretation in the United States and other countries may diminish our ability to protect our inventions,
obtain, maintain, protect, defend and enforce our intellectual property rights and, more generally, could affect the
value of our intellectual property rights or narrow the scope of our patents.

If we are unable to obtain and maintain patent protection for our technology in a particular jurisdiction, or if the
scope of the patent protection obtained is not sufficient, our competitors could develop and commercialize products
similar or superior to ours, and our competitive position may be adversely affected. It is also possible that we will
fail to identify patentable aspects of inventions made in the course of our development and commercialization
activities before it is too late to obtain patent protection on them. Therefore, we may miss potential opportunities
to strengthen our patent position. In addition, the patent prosecution process is expensive, time-consuming and
complex, and we may not be able to file, prosecute, maintain, enforce or license all necessary or desirable patent
applications at a reasonable cost or in a timely manner. Although we enter into non-disclosure and confidentiality
agreements with parties who have access to confidential or patentable aspects of our research and development
output, such as our employees, consultants, advisors, contract manufacturers and other third parties, any of these
parties may breach such agreements and disclose such output before a patent application is filed, thereby
jeopardizing our ability to seek patent protection. Consequently, we may not be able to prevent any third party from
using any of our technology that is in the public domain to compete with our products.

If we are unable to protect the confidentiality of our trade secrets, our business and
competitive position may be harmed.

In addition to seeking patent protection to protect the intellectual property underlying our products, we also rely
upon unpatented trade secrets, know-how and continuing technological innovation to develop and maintain a
competitive position. For example, we primarily rely on protecting our proprietary software and algorithms as a
trade secret. However, trade secrets and know-how can be difficult to protect. While we endeavor to protect such
proprietary information and trade secrets, in part, through confidentiality agreements with our employees,
collaborators, contractors, advisors, consultants and other third parties who have access to, or house or host such
information, and invention assignment agreements with our employees, consultants and other third parties involved
in the development of intellectual property, there is no guarantee such efforts will succeed. The confidentiality
agreements are designed to protect our proprietary information and, in some cases, our trade secrets and, in the case
of agreements or clauses containing invention assignment, to grant us ownership of intellectual property and
technologies that are developed through a relationship with such employees, consultants or other third parties.

We cannot guarantee that we have entered into such agreements with each party that has or may have had access
to, or houses or hosts, our trade secrets or proprietary information or that has been involved in the development of
intellectual property. Additionally, despite these efforts, any of these parties may breach the agreements and
disclose our proprietary information, including our trade secrets, and we may not be able to obtain adequate
remedies for such breaches. We may not be able to prevent the unauthorized disclosure or use of our technical
know-how or other trade secrets by the parties to these agreements. Monitoring unauthorized uses and disclosures
is difficult and we do not know whether the steps we have taken to protect our proprietary technologies will be
effective. Enforcing a claim that a party illegally disclosed or misappropriated a trade secret is difficult, expensive



and time-consuming, and the outcome is unpredictable. In addition, some courts inside and outside the United
States are less willing or unwilling to protect trade secrets.

In addition, if any of our trade secrets were to be lawfully obtained or independently developed by a competitor or
other third party, we would have no right to prevent them, or those to whom they communicate such trade secrets,
from using that technology or information to compete with us. If any of our trade secrets were to be disclosed to,
or independently developed by, a competitor or other third party, our competitive position would be materially and
adversely harmed. Furthermore, we expect these trade secrets, know-how and proprietary information to over time
be disseminated within the industry through independent development, the publication of journal articles describing
the methodology and the movement of personnel from academic to industry scientific positions. Consequently, we
may be unable to prevent our proprietary technology from being exploited in the United States and abroad, which
could affect our ability to expand in domestic and international markets or require costly efforts to protect our
technology.

We also seek to preserve the integrity and confidentiality of our data and trade secrets by maintaining physical
security of our premises and physical and electronic security of our information technology systems and cloud
storage sources, but such security measures may be breached, including through cyber-hacking or cyberattacks,
and we may not have adequate remedies for any breach. In addition, our trade secrets may otherwise become
known, or be independently discovered by, competitors. To the extent that our employees, consultants, contractors,
collaborators or other third parties use intellectual property rights owned by others in their work for us, disputes
may arise as to the rights in related or resulting know-how and inventions, which could have a material adverse
effect on our business, financial condition and results of operations.

We may be subject to claims that we or our employees, consultants, advisors or
contractors have misappropriated the intellectual property rights of a third party,
including trade secrets or know-how, or are in breach of non-competition or non-
solicitation agreements with our competitors, and third parties may claim an
ownership interest in intellectual property we regard as our own.

Some of our employees, consultants, advisors or contractors are currently or were previously employed at or
engaged by universities or other companies, including our competitors or potential competitors. Some of these
employees, consultants, advisors and contractors, may have executed proprietary rights, non-disclosure and non-
competition agreements in connection with such previous employment. Although we try to ensure that our
employees, consultants, advisors and contractors do not use the intellectual property rights, proprietary information,
know-how or trade secrets of others in their work for us, we may be subject to claims that we or these individuals
have, inadvertently or otherwise, used, infringed, misappropriated or otherwise violated the intellectual property
rights or disclosed the alleged trade secrets or other proprietary information, of these former employers, competitors
or other third parties, or to claims that we have improperly used or obtained such trade secrets. Litigation may be
necessary to defend against these claims. If we fail in defending such claims, in addition to paying monetary
damages, we may lose valuable intellectual property rights or personnel, which could adversely impact our
business. An adverse determination may also result in loss of exclusivity or freedom to operate or in patent claims
being narrowed, invalidated or held unenforceable, in whole or in part, which could limit our ability to stop others
from using or commercializing similar technology, without payment to us, or could limit the duration of the patent
protection covering our products. Such challenges may also result in our inability to develop, manufacture or
commercialize our products without infringing third-party patent rights. An inability to incorporate technologies or
features that are important or essential to our products could have a material adverse effect on our business, financial
condition and results of operations, and may prevent us from selling our current and/or planned products. Any
litigation or the threat of litigation may adversely our reputation, or affect our ability to hire employees or contract
with independent contractors. A loss of intellectual property, key personnel or their work product could hamper or
prevent our ability to develop and commercialize new products, which could harm our business. Even if we are
successful in defending against these claims, litigation could result in irreparable damage, substantial costs and be
a distraction to management and other employees. Any of the foregoing could have a material adverse effect on
our business, financial condition, results of operations and prospects.



Additionally, we may be subject to claims from third parties challenging our ownership interest in intellectual
property rights we regard as our own, including based on claims that our employees, consultants, advisors or
contractors have breached an obligation to assign inventions to another employer, to a former employer, or to
another person or entity. Litigation may be necessary to defend against any other claims, and it may be necessary
or we may desire to enter into a license to settle any such claim; however, there can be no assurance that we would
be able to obtain a license on commercially reasonable terms, if at all. If our defense to those claims fails, in addition
to paying monetary damages, a court could prohibit us from using technologies or features that are essential to our
products, if such technologies or features are found to incorporate or be derived from the trade secrets or other
proprietary information of the former employers.

In addition, while it is our policy to require our employees, consultants, advisors, contractors and other third parties
who may be involved in the conception or development of intellectual property rights to execute agreements
assigning such intellectual property rights to us, we may be unsuccessful in executing such an agreement with each
party who, in fact, conceives or develops intellectual property rights that we regard as our own. The assignment of
intellectual property rights may not be self-executing, or the assignment agreements may be breached, and we may
be forced to bring claims against third parties, or defend claims that they may bring against us, to determine the
ownership of what we regard as our intellectual property rights. Furthermore, individuals executing agreements
with us may have preexisting or competing obligations to a third party, such as an academic institution, and thus
an agreement with us may be ineffective in perfecting ownership of inventions developed by that individual. Such
claims could have a material adverse effect on our business, financial condition, results of operations, and prospects.

Changes in patent law could diminish the value of patents in general, thereby
impairing our ability to protect our existing and future products.

Patent reform legislation could increase the uncertainties and costs surrounding the prosecution of patent
applications and the enforcement or defense of issued patents. In 2011, the Leahy-Smith America Invents Act
(Leahy-Smith Act) was signed into law. The Leahy-Smith Act includes a number of significant changes to United
States patent law. These include provisions that affect the way patent applications are prosecuted and also may
affect patent litigation. These also include provisions that switched the United States from a first-to-invent system
to a first-inventor-to-file system, allow third-party submission of prior art to the USPTO during patent prosecution
and set forth additional procedures to attack the validity of a patent by the USPTO administered post grant
proceedings, including post-grant review, inter partes review and derivation proceedings. Under a first-inventor-
to-file system, assuming the other requirements for patentability are met, the first inventor to file a patent
application generally will be entitled to the patent on an invention regardless of whether another inventor was the
first to invent the claimed invention. The USPTO recently developed new regulations and procedures to govern
administration of the Leahy- Smith Act, and many of the substantive changes to patent law associated with the
Leahy-Smith Act, and in particular, the first to file provisions, became effective in 2013. The Leahy-Smith Act and
its implementation could increase the uncertainties and costs surrounding the prosecution of our patent applications
and the enforcement or defense of our issued patents, all of which could have a material adverse effect on our
business, financial condition and results of operations.

In addition, patent reform legislation may pass in the future that could lead to additional uncertainties and increased
costs surrounding the prosecution, enforcement and defense of our patents and applications. Furthermore, the
United States Supreme Court and the United States Court of Appeals for the Federal Circuit have made, and will
likely continue to make, changes in how the patent laws of the United States are interpreted. Recent United States
Supreme Court rulings have narrowed the scope of patent protection available in certain circumstances and
weakened the rights of patent owners in certain situations. This combination of events has created uncertainty with
respect to the validity and enforceability of patents, once obtained. Similarly, foreign courts have made, and will
likely continue to make, changes in how the patent laws in their respective jurisdictions are interpreted. We cannot
predict future changes in the interpretation of patent laws or changes to patent laws that might be enacted into law
by United States and foreign legislative bodies. Those changes may materially affect our patents or patent
applications and our ability to obtain additional patent protection in the future. Any of the foregoing could have a
material adverse effect on our business, financial condition, results of operations and prospects.



If our trademarks and tradenames are not adequately protected, then we may not
be able to build name recognition in our markets and our business may be
adversely affected.

Our current and future trademark applications in the United States and in foreign jurisdictions may not be allowed
or may subsequently be opposed. Once filed and registered, our trademarks or trade names may be challenged,
infringed, circumvented, declared generic or determined to be violating or infringing on other marks. We may not
be able to protect our rights to these trademarks and trade names or may be forced to stop using these trademarks
or trade names, which we need to build name recognition among potential partners and customers in our markets
of interest. At times, competitors or other third parties may adopt trade names or trademarks similar to ours, thereby
impeding our ability to build brand identity and possibly leading to market confusion. As a means to enforce our
trademark rights and prevent infringement, we may be required to file trademark claims against third parties or
initiate trademark opposition proceedings, which can be expensive and time-consuming. In addition, there could
be potential trade name or trademark infringement or dilution claims brought by owners of other trademarks. Over
the long term, if we are unable to establish name recognition based on our trademarks and trade names, then we
may not be able to compete effectively and our business may be adversely affected.

We have not yet registered certain trademarks in all of our potential markets. If we apply to register trademarks in
the United States and other countries, our applications may not be allowed for registration in a timely fashion or
at all, and our registered trademarks may not be maintained or enforced. During trademark registration proceedings,
we may receive rejections. Although we would be given an opportunity to respond to those rejections, we may be
unable to overcome such rejections. In addition, in the USPTO and in comparable agencies in many foreign
jurisdictions, third parties are given an opportunity to oppose pending trademark applications and to seek to cancel
registered trademarks. Opposition or cancellation proceedings may be filed against our trademark applications and
registrations, and our trademarks may not survive such proceedings. If we do not secure registrations for our
trademarks, we may encounter more difficulty in enforcing them against third parties than we otherwise would.

Our efforts to enforce or protect our rights related to trademarks, trade secrets, domain names or other intellectual
property rights may be ineffective, could result in substantial costs and diversion of resources and could adversely
affect our business, financial condition and results of operations.

We may become involved in lawsuits to protect or enforce our patents or other
intellectual property rights, which could be expensive, time consuming and
unsuccessful.

Competitors or other third parties may infringe, misappropriate or otherwise violate our patents or other intellectual
property rights, or we may be required to defend against claims of infringement, misappropriation or other
violations. In addition, our patents also may become involved in inventorship, priority or validity disputes. To
counter or defend against such claims can be expensive and time-consuming. Any claims we assert against
perceived infringers could provoke those parties to assert counterclaims against us alleging that we infringe their
patents or other intellectual property or that our intellectual property is invalid or unenforceable. In any such
proceeding, a court or other administrative body may decide that a patent or other intellectual property right owned
by us is invalid or unenforceable, or may refuse to stop the other party from using the technology at issue on the
grounds that our patents do not cover such technology. Grounds for a validity challenge could include an alleged
failure to meet any of several statutory requirements, including lack of novelty, obviousness, lack of written
description, non-enablement or failure to claim patent-eligible subject matter. Grounds for an unenforceability
assertion could include an allegation that someone connected with prosecution of the patent withheld information
material to patentability from the USPTO, or made a misleading statement, during prosecution. Third parties also
may raise similar claims before administrative bodies in the United States or abroad, even outside the context of
litigation. Such mechanisms include reexamination, post-grant review, inter partes review, interference
proceedings, derivation proceedings and equivalent proceedings in foreign jurisdictions, including opposition
proceedings. Such proceedings could result in the revocation or cancellation of or amendment to our patents in



such a way that they no longer cover our products or prevent third parties from competing with our products. The
outcome following legal assertions of invalidity and unenforceability is unpredictable. With respect to the validity
question, for example, we cannot be certain that there is no invalidating prior art, of which the patent examiner and
we or our partners were unaware during prosecution. If a third party were to prevail on a legal assertion of invalidity
or unenforceability, we could lose at least part, and perhaps all, of the patent protection on our products. An adverse
result in any litigation or other proceeding could put one or more of our patents at risk of being invalidated or
interpreted narrowly. Furthermore, because of the substantial amount of discovery required in connection with
intellectual property litigation, there is a risk that some of our confidential information could be compromised by
disclosure during litigation.

Moreover, some of our owned and patents and patent applications may in the future be co-owned with third parties.
If we are unable to obtain an exclusive license to any such third party co-owners’ interest in such patents or patent
applications, such co-owners may be able to license their rights to other third parties, including our competitors,
and our competitors could market competing products or technology. In addition, we may need the cooperation of
any such co-owners of our patents in order to enforce such patents against third parties, and such cooperation may
not be provided to us. Any of the foregoing could have a material adverse effect on our business, financial condition
or results of operations.

Even if resolved in our favor, litigation or other proceedings relating to intellectual property claims may cause us
to incur significant expenses and could distract our management and other personnel from their normal
responsibilities. In addition, there could be public announcements of the results of hearings, motions or other
interim proceedings or developments, and if securities analysts or investors perceive these results to be negative, it
could have a substantial adverse effect on the price of our securities. Such litigation or proceedings could
substantially increase our operating losses and reduce the resources available for development activities or any
future sales, marketing or distribution activities. We may not have sufficient financial or other resources to conduct
such litigation or proceedings adequately. Some of our competitors may be able to sustain the costs of such litigation
or proceedings more effectively than we can because of their greater financial resources and more mature and
developed intellectual property portfolios. Uncertainties resulting from the initiation and continuation of patent
litigation or other proceedings could have a material adverse effect on our ability to compete in the marketplace.
Any of the foregoing could have a material adverse effect on our business, financial condition or results of
operations.

Third parties may initiate legal proceedings alleging that we are infringing,
misappropriating, or otherwise violating their intellectual property rights, the
outcome of which would be uncertain and could have a material adverse effect
on the success of our business.

The intellectual property landscape in the field of agriculture is in flux, and it may remain uncertain for the coming
years. There may be significant intellectual property related litigation and proceedings relating to our intellectual
property position and proprietary rights in the future. Given the number of patents in our field of technology, we
cannot be certain or guarantee that we do not infringe existing patents or that we will not infringe patents that may
be granted in the future. As we move into new markets and applications for our products, incumbent participants
in such markets may assert their patents and other intellectual property rights against us as a means of slowing our
entry into such markets or as a means of extracting substantial license and royalty payments from us. Our
competitors and others may now and, in the future, have significantly larger and more mature patent portfolios than
we currently have. In addition, future litigation may involve patent holding companies or other adverse patent
owners who have no relevant product or service revenue and against whom our own patents may provide little or
no deterrence or protection. Therefore, our commercial success depends in part on our ability and the ability of our
future collaborators to develop, manufacture, market and sell our products and use our proprietary technologies
without infringing, misappropriating or otherwise violating the patents or other intellectual property rights of third
parties.

Third parties may assert infringement, misappropriation or other violation claims against us based on existing
patents, patents or other intellectual property that may be granted in the future, regardless of their merit. Therefore,



we may in the future be subject to claims that we, or other parties we have agreed to indemnify, infringe,
misappropriate or otherwise violate patents or other intellectual property rights owned or controlled by third parties.
Because patent applications are published sometime after filing, and because applications can take several years to
issue, there may be additional currently pending third-party patent applications that are unknown to us, which may
later result in issued patents. Defense of these claims, regardless of their merit, would involve substantial litigation
expenses and would be a substantial diversion of management and employee resources from our business. We may
not have sufficient resources to bring these actions to a successful conclusion. There is a substantial amount of
litigation and other patent challenges, both within and outside the United States, involving patent and other
intellectual property rights, including patent infringement lawsuits, interferences, oppositions and inter partes
review proceedings before the USPTO, and corresponding foreign patent offices. As the agriculture technology
industry expands and more patents are issued, the risk increases that our products and technologies may be subject
to claims of infringement of the patent rights of third parties. Numerous significant intellectual property issues may
be litigated, between existing and new participants in our existing and targeted markets, and competitors may assert
that our products and technologies infringe, misappropriate or otherwise violate their intellectual property rights as
part of a business strategy to impede our successful entry into or growth in those markets. We could incur substantial
costs and divert the attention of our management and technical personnel in defending against any of these claims.
Parties making claims against us may be able to sustain the costs of complex patent litigation more effectively than
we can because they have substantially greater resources.

Because of the inevitable uncertainty in intellectual property litigation, we could lose a patent infringement or other
intellectual property- related action asserted against us regardless of our perception of the merits of the case. Patent
and other types of intellectual property litigation can involve complex factual and legal questions, and their outcome
is uncertain. There is no assurance that a court would find in our favor on questions of infringement, validity,
enforceability, or priority. A court of competent jurisdiction could hold that third-party patents which are asserted
against us are valid, enforceable, and infringed, which could materially and adversely affect our ability to
commercialize any future products we may develop and any other future products or technologies covered by the
asserted third party patents. In order to successfully challenge the validity of any such United States patent in
federal court, we would need to overcome a presumption of validity. As this burden is a high one requiring us to
present clear and convincing evidence as to the invalidity of any such United States patent claim, there is no
assurance that a court of competent jurisdiction would invalidate the claims of any such United States patent or
find that our technology did not infringe any such claims. Further, even if we were successful in defending against
any such claims, such claims could require us to divert substantial financial and management resources that we
would otherwise be able to devote to our business.

Parties making infringement, misappropriation or other violation of intellectual property claims against us may be
able to obtain injunctive or other relief, which could block our ability to develop, commercialize and sell our
products, and could result in the award of substantial damages against us, including treble damages, attorney’s fees,
costs, and expenses if we are found to have willfully infringed. In the event of a successful claim of infringement
against us, we may be required to pay damages and ongoing royalties, which could be significant, re- design our
products in a non-infringing manner, which may not be commercially feasible, obtain one or more licenses from
third parties, or be prohibited from selling certain products. If we are required to obtain licenses from third parties,
we may not be able to obtain such licenses on acceptable or commercially reasonable terms, if at all, or these
licenses may be non-exclusive, which could result in our competitors gaining access to the same intellectual
property. In addition, we could encounter delays in product introductions while we attempt to develop alternative
products to avoid infringing third-party patents or intellectual property rights. Any of the foregoing could have a
material adverse effect on our business, results of operation, financial condition and prospects. Defense of any
lawsuit or failure to obtain any of these licenses could prevent us from commercializing our technologies and
products, and the prohibition of sale of any of our products could materially affect our business and our ability to
gain market acceptance for our products.

It is also possible that we have failed to identify relevant third-party patents or applications. Because patent
applications can take many years to issue, may be confidential for 18 months or more after filing and can be revised
before issuance, there may be applications now pending which may later result in issued patents that may be
infringed by our products and we may not be aware of such patents. Furthermore, applications filed before
November 29, 2000 and certain applications filed after that date that will not be filed outside the United States may
remain confidential until a patent issues. It is difficult for industry participants, including us, to identify all third-



party patent rights that may be relevant to our products because patent searching is imperfect due to differences in
terminology among patents, incomplete databases and the difficulty in assessing the meaning of patent claims. We
may fail to identify relevant patents or patent applications or may identify pending patent applications of potential
interest but incorrectly predict the likelihood that such patent applications may issue with claims of relevance to
our technology. In addition, we may incorrectly conclude that a third-party patent is invalid, unenforceable or not
infringed by our activities. Additionally, pending patent applications that have been published can, subject to certain
limitations, be later amended in a manner that could cover our products.

Furthermore, because of the substantial amount of discovery required in connection with intellectual property
litigation, there is a risk that some of our confidential information could be compromised by disclosure during this
type of litigation. In addition, during the course of this kind of litigation, there could be public announcements of
the results of hearings, motions or other interim proceedings or developments. If securities analysts or investors
perceive these results to be negative, it could have a substantial adverse effect on the price of our securities.

In addition, our agreements with some of our customers, suppliers or other entities with whom we do business
require us to defend or indemnify these parties to the extent they become involved in infringement claims, including
the types of claims described above. We could also voluntarily agree to defend or indemnify third parties in
instances where we are not obligated to do so if we determine it would be important to our business relationships.
If we are required or agree to defend or indemnify third parties in connection with any infringement claims, we
could incur significant costs and expenses that could adversely affect our business, operating results or financial
condition.

Obtaining and maintaining our patent protection depends on compliance with various required procedures,
document submissions, fee payments and other requirements imposed by governmental patent agencies, and our
patent protection could be reduced or eliminated as a result of non-compliance with these requirements.

Periodic maintenance fees, renewal fees, annuity fees and various other governmental fees on patents and/or
applications will be due to be paid to the USPTO and various governmental patent agencies outside of the United
States at several stages over the lifetime of the patents and patent applications. We have systems in place to remind
us to pay these fees, and we employ an outside firm and rely on our outside counsel to pay these fees due to non-
United States patent agencies. The USPTO and various non-US governmental patent agencies require compliance
with a number of procedural, documentary, fee payment and other similar provisions during the patent application
process. An inadvertent lapse or non-compliance with such requirements can sometimes be cured by payment of a
late fee or by other means in accordance with the applicable rules. However, there are situations in which non-
compliance can result in abandonment or lapse of the patent or patent application, resulting in partial or complete
loss of patent rights in the relevant jurisdiction. In such an event, our competitors may be able to enter the market
without infringing our patents and this circumstance would have a material adverse effect on our business, financial
condition, results of operations and prospects.

Issued patents covering our present and future products could be found invalid or
unenforceable if challenged.

The issuance of a patent is not conclusive as to its inventorship, scope, validity or enforceability of our patents and
patent applications may be challenged in courts or patent offices in the United States and abroad. For example, we
may be subject to third-party submissions of prior art to the USPTO challenging the validity of one or more claims
in our patents. Such submissions may also be made prior to a patent’s issuance, precluding the granting of a patent
based on one of our pending patent applications. We may also become involved in opposition, derivation,
reexamination, inter partes review, post-grant review or interference proceedings. Additionally, if we initiate or
become involved in legal proceedings against a third party to enforce a patent covering one of our products or
technologies, the defendant could counterclaim that the patent covering our products is invalid or unenforceable.
In patent litigation in the United States, counterclaims alleging invalidity or unenforceability are commonplace.
The outcome following legal assertions of invalidity and unenforceability is unpredictable. With respect to the
validity question, for example, we cannot be certain that there is no invalidating prior art of which we and the patent
examiner were unaware during prosecution. If a third party were to prevail on a legal assertion of invalidity or



unenforceability, we would lose at least part, and perhaps all, of the patent protection on our current products and
other products that we may develop.

A successful third-party challenge to our patents could result in the unenforceability or invalidity of such patents,
allow third parties to commercialize our technology or products and compete directly with us, without payment to
us, limit the scope and duration of the patent protection of our products or result in our inability to manufacture or
commercialize products without infringing third-party patent rights, which could have a material adverse impact
on our business. Furthermore, if the breadth or strength of protection provided by our patents and patent
applications is threatened, regardless of the outcome, it could dissuade companies from collaborating with us to
license, develop or commercialize current or future products. Such challenges also may result in substantial cost
and require significant time from our scientists and management, even if the eventual outcome in favorable to us.

Third parties may have developed technologies that may be related or competitive to our own technologies and
such third parties may have filed or may file patent applications, or may have obtained or may obtain patents,
claiming inventions that may overlap or conflict with those claimed in our patent applications or issued patents.
We may not be aware of all third-party intellectual property rights potentially relating to our current or future
products. Publications of discoveries in the scientific literature often lag behind the actual discoveries, and patent
applications in the United States and other jurisdictions are typically not published until approximately 18 months
after filing or, in some cases, not until such patent applications issue as patents or at all. We, or our current or future
license partners or collaborators, might not have been the first to make the inventions covered by each of our
pending patent applications and we might not have been the first to file patent applications for these inventions. To
determine the priority of these inventions, we may have to participate in interference proceedings, derivation
proceedings or other post-grant proceedings declared by the USPTO. The outcome of such proceedings is uncertain,
and other patent applications may have priority over our patent applications. Such proceedings could also result in
substantial costs to us and divert our management’s attention and resources. If a third party can establish that we
were not the first to make or the first to file for patent protection of such inventions, our patent applications may
not issue as patents and even if issued, may be challenged and invalidated or rendered unenforceable.

Patent terms may be inadequate to protect our competitive position on our products
for an adequate amount of time.

Patents have a limited lifespan. In the United States, if all maintenance fees are timely paid, the natural expiration
of a patent is generally 20 years from its earliest United States non-provisional filing date. Various extensions may
be available, but the life of a patent, and the protection it affords, is limited.

Even if patents covering our products are obtained, once the patent life has expired, we may be open to competition
from competitive products. As a result, our owned and licensed patent portfolio may not provide us with sufficient
rights to exclude others from commercializing products similar or identical to ours.

We may not be able to protect our intellectual property rights throughout the world.

Third parties may attempt to develop and commercialize competitive products in foreign countries where we do
not own any patents or patent applications or where legal recourse may be limited. This may have a significant
commercial impact on our foreign business operations.

Filing, prosecuting and defending patents on our products in all countries throughout the world would be
prohibitively expensive, and the laws of foreign countries may not protect our rights to the same extent as the laws
of the United States, even in jurisdictions where we do pursue patent protection. In some cases, we may not be able
to obtain patent protection for certain products outside the United States. Consequently, we may not be able to
prevent third parties from practicing our inventions in all countries outside the United States, even in jurisdictions
where we a do pursue patent protection, or from selling or importing products made using our inventions in and
into the United States or other jurisdictions. Competitors may use our other products and technologies in
jurisdictions where we have not obtained patent protection to develop their own products and, further, may export
otherwise infringing products to territories where we have patent protection but enforcement is not as strong as that
in the United States. These products may compete with our products and our patents or other intellectual property



rights may not be effective or sufficient to prevent them from competing.

Many companies have encountered significant problems in protecting and defending intellectual property rights in
foreign jurisdictions. The legal systems of certain countries, particularly certain developing countries, do not favor
the enforcement of patents, trade secrets and other intellectual property protection, which could make it difficult
for us to stop the infringement of our patents, if pursued or obtained, or marketing of competing products in
violation of our intellectual property rights generally. Proceedings to enforce our intellectual property rights in
foreign jurisdictions could result in substantial costs and divert our efforts and attention from other aspects of our
business, could put our patents at risk of being invalidated or interpreted narrowly, could put our patent applications
at risk of not issuing and could provoke third parties to assert claims against us. We may not prevail in any lawsuits
that we initiate, and the damages or other remedies awarded, if any, may not be commercially meaningful.
Accordingly, our efforts to enforce our intellectual property rights around the world may be inadequate to obtain a
significant commercial advantage from the intellectual property that we develop or license.

Many countries, including India, China, and certain countries in Europe, have compulsory licensing laws under
which a patent owner may be compelled to grant licenses to third parties. In addition, many countries limit the
enforceability of patents against government agencies or government contractors. In these countries, the patent
owner may have limited remedies, which could materially diminish the value of such patent. If we or any of our
future licensors are forced to grant a license to third parties with respect to any patents relevant to our business, our
competitive position may be impaired, and our business, financial condition and results of operations may be
adversely affected.

Intellectual property rights do not necessarily address all potential threats.

The degree of current and future protection afforded by our intellectual property rights is uncertain because
intellectual property rights have limitations and may not adequately protect our business or permit us to maintain
our competitive advantage. For example:

e others may be able to make products that are not covered by the claims of our patents or that
incorporates certain technology in our products that is in the public domain;

e we, or our current or future licensors or collaborators, might not have been the first to make the
inventions covered by the applicable issued patent or pending patent application that we own or
license now or may own or license in the future;

e we, or our future licensors or collaborators, might not have been the first to file patent applications
covering certain of our or their inventions;

e others may independently develop similar or alternative technologies or duplicate any of our
technologies without infringing our intellectual property rights;

e itis possible that our current or future pending patent applications will not lead to issued patents;

e issued patents that we hold rights to may be held invalid or unenforceable, including as a result of
legal challenges by our competitors or other third parties;

e others may have access to the same intellectual property rights licensed to us in the future on a
nonexclusive basis;

e our competitors or other third parties might conduct research and development activities in countries
where we do not have patent rights and then use the information learned from such activities to

develop competitive technologies and products for sale in our major commercial markets;

e we may not develop additional proprietary technologies that are patentable;



e the patents of others may harm our business; and

e we may choose not to file a patent in order to maintain certain trade secrets or know-how, and a third
party may subsequently file a patent covering such intellectual property rights.

Any of the foregoing could have a material adverse effect on our business, financial condition and results of
operations.

Risks Related to Our Capital Structure

The structure of our capital stock as contained in our Certificate of Incorporation,
as amended, has the effect of concentrating voting control with Jonathan Destler,
our Chief Executive Officer and Chairman, limiting your ability to influence
corporate matters.

Our Series A Preferred Stock entitles its holder to a number of votes that is equal to 110% of the issued and
outstanding shares of our common stock, and our common stock, which has one vote per share. Our Chief Executive
Officer and Chairman, Jonathan Destler, owns the sole outstanding share of our Series A Preferred Stock. The one
share of Series A Preferred Stock held by Mr. Destler the power to vote the shares held by Mr. Destler in any
stockholder vote or written consent in lieu of a stockholders’ meeting. The holders of our outstanding common
stock, excluding Mr. Destler, will hold 40.8% of the voting power of our outstanding capital stock following this
offering, with Mr. Destler holding 59.2% of such voting power in the aggregate. Mr. Destler will retain greater than
50% of the voting power even if he reduces, potentially significantly, his economic interest in shares of our common
stock. Therefore, Mr. Destler will control our management and affairs and all matters requiring stockholder
approval, including election of directors and significant corporate transactions, such as a merger or other sale of us
or our assets, for the foreseeable future. Additionally, each share of Series A Preferred Stock shall automatically
convert into one share of common stock upon the first to occur of (a) a transfer of such share of Series A Preferred
Stock other than to Mr. Destler, or (b) the death or incapacity of Mr. Destler. Each share of Series A Preferred
Stock is convertible into one share of common stock, at the election of the holder of the Series A Preferred Stock.
As a controlling stockholder Mr. Destler is entitled to vote his shares in his own interests, which may not always
be in the interests of our stockholders generally.

Our Chief Executive Officer and Chairman will continue to own a significant
percentage of our common stock and our Series A Preferred Stock and the
trustee will be able to exert significant control over matters subject to
stockholder approval.

Jonathan Destler, our Chief Executive and Chairman, currently beneficially owns common stock and Series A
Preferred Stock that provides the trustee with 59.2% of the voting power of our voting stock. Upon the closing of
this offering, Mr. Destler will beneficially own approximately 59.2% of the voting power of our outstanding voting
stock. Therefore, even after this offering, the trustee will have the ability to control us through voting of Mr. Destler’
Series A Preferred Stock. For example, he may be able to control elections of directors, amendments of our
organizational documents, or approval of any merger, sale of assets, or other major corporate transaction. The
trustee’s interests may not always coincide with our corporate interests or the interests of other stockholders, and
he may act in a manner with which you may not agree or that may not be in the best interests of our other
stockholders. So long as Mr. Destler’s sole share of Series A Preferred Stock or a significant amount of our equity
is subject to the Voting Trust, the trustee will continue to be able to effectively control our decisions.



The structure of our capital stock, involving Series A Preferred Stock, may
adversely affect the trading market for our securities.

Certain stock index providers, such as S&P Dow Jones, Russell 2000, S&P 500, S&P MidCap 400 and S&P
SmallCap 600 exclude companies with multiple classes of capital stock from being added to certain stock indices.
In addition, several stockholder advisory firms and large institutional investors oppose the use of multiple class
structures. As a result, the dual class structure of our capital stock may prevent the inclusion of our common stock
in such indices, may cause stockholder advisory firms to publish negative commentary about our corporate
governance practices or otherwise seek to cause us to change our capital structure, and may result in large
institutional investors not purchasing shares of our common stock. Any exclusion from stock indices could result
in a less active trading market for our securities. Any actions or publications by stockholder advisory firms or
institutional investors critical of our corporate governance practices or capital structure could also adversely affect
the value of our securities.

Risks Associated with this Offering

There 1s no existing market for our Series B Preferred Stock or Common Stock,
and we do not know if one will develop to provide you with adequate liquidity to
sell our Common Stock at prices equal to or greater than the price you paid in
this offering.

Prior to this offering, there has not been a public market for our Series B Preferred Stock or common stock. We
cannot predict the extent to which investor interest in our company will lead to the development of an active trading
market on the stock exchange on which we list our Common Stock or otherwise or how liquid that market might
become. If an active trading market does not develop, you may have difficulty selling any of our common stock
that you buy. The initial public offering price for the common stock will be determined by negotiations between us
and the representatives of the underwriters and may not be indicative of prices that will prevail in the open market
following this offering. Consequently, you may not be able to sell our common stock at prices equal to or greater
than the price you paid in this offering, or at all.

Holders of our Series B Convertible Preferred Stock may not realize potential
market gains from the offering price.

The Company has the right to redeem any share of Series B Preferred Stock from the holder thereof, at any time
after issuance of the Series B Preferred Stock, at the original purchase price plus one year of interest. Accordingly,
a purchaser of our Series B Preferred Stock may not realize potential market gains from the offering price of $2,500
per share because we could repurchase our Series B Preferred Stock at any time after issuance at a price lower than
what the market price could be in the future, after we repurchase the Series B Preferred Stock from a holder.

We will incur increased costs as a result of operating as a public company, and
our management will be required to devote substantial time to new compliance
initiatives.

The Company intend to be a public company and to register with the SEC. If successful, as a public company, we
will incur significant legal, accounting and other expenses that we did not incur as a private company. We will be
subject to the reporting requirements of the Securities Exchange Act of 1934, as amended, or the Exchange Act,
which will require, among other things, that we file with the SEC annual, quarterly and current reports with respect
to our business and financial condition. In addition, the Sarbanes-Oxley Act of 2002, as amended, or Sarbanes-
Oxley Act, as well as rules subsequently adopted by the SEC and the Nasdaq Capital Market to implement



provisions of the Sarbanes-Oxley Act, impose significant requirements on public companies, including requiring
establishment and maintenance of effective disclosure and financial controls and changes in corporate governance
practices. Further, in July 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act, or the Dodd-
Frank Act, was enacted. There are significant corporate governance and executive compensation related provisions
in the Dodd-Frank Act that require the SEC to adopt additional rules and regulations in these areas, such as “say
on pay” and proxy access. Emerging growth companies may implement many of these requirements over a longer
period and up to five years from the pricing of this offering. We intend to take advantage of these extended transition
periods, but cannot guarantee that we will not be required to implement these requirements sooner than budgeted
or planned and thereby incur unexpected expenses. Stockholder activism, the current political environment and the
current high level of government intervention and regulatory reform may lead to substantial new regulations and
disclosure obligations, which may lead to additional compliance costs and impact the manner in which we operate
our business in ways we cannot currently anticipate.

We expect the rules and regulations applicable to public companies to substantially increase our legal and financial
compliance costs and to make some activities more time-consuming and costly. If these requirements divert the
attention of our management and personnel from other business concerns, they could have a material adverse effect
on our business, financial condition and results of operations. The increased costs will decrease our net income or
increase our net loss and may require us to reduce costs in other areas of our business or increase the prices of our
products or services. For example, we expect these rules and regulations to make it more difficult and more
expensive for us to obtain director and officer liability insurance and we may be required to incur substantial costs
to maintain the same or similar coverage. We cannot predict or estimate the amount or timing of additional costs
we may incur to respond to these requirements. The impact of these requirements could also make it more difficult
for us to attract and retain qualified persons to serve on our board of directors, our board committees or as executive
officers.

If we fail to establish and maintain proper and effective internal control over
financial reporting, our operating results and our ability to operate our business
could be harmed.

Ensuring that we have adequate internal financial and accounting controls and procedures in place so that we can
produce accurate financial statements on a timely basis is a costly and time-consuming effort that needs to be re-
evaluated frequently. Our internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements in accordance
with generally accepted accounting principles. In connection with this offering, we intend to begin the process of
documenting, reviewing and improving our internal controls and procedures for compliance with Section 404 of
the Sarbanes- Oxley Act, which will require annual management assessment of the effectiveness of our internal
control over financial reporting. We have begun recruiting additional finance and accounting personnel with certain
skill sets that we will need as a public company.

Implementing any appropriate changes to our internal controls may distract our officers and employees, entail
substantial costs to modify our existing processes, and take significant time to complete. These changes may not,
however, be effective in maintaining the adequacy of our internal controls, and any failure to maintain that
adequacy, or consequent inability to produce accurate financial statements on a timely basis, could increase our
operating costs and harm our business. In addition, investors’ perceptions that our internal controls are inadequate
or that we are unable to produce accurate financial statements on a timely basis may harm our the price of our
securities and make it more difficult for us to effectively market and sell any of our present or future product
candidates that may receive regulatory approval.

Our disclosure controls and procedures may not prevent or detect all errors or acts
of fraud.

Upon completion of this offering, we will become subject to certain reporting requirements of the Exchange Act.
Our disclosure controls and procedures are designed to reasonably assure that information required to be disclosed
by us in reports we file or submit under the Exchange Act is accumulated and communicated to management,



recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC.
We believe that any disclosure controls and procedures or internal controls and procedures, no matter how well
conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control
system are met. These inherent limitations include the realities that judgments in decision-making can be faulty,
and that breakdowns can occur because of simple error or mistake. Additionally, controls can be circumvented by
the individual acts of some persons, by collusion of two or more people or by an unauthorized override of the
controls. Accordingly, because of the inherent limitations in our control system, misstatements or insufficient
disclosures due to error or fraud may occur and not be detected.

The market price of our securities is likely to be volatile, which could result in
substantial losses for purchasers of our securities in this offering or could subject
us to litigation.

The trading prices of the securities of technology companies have been highly volatile. Accordingly, the market
price of our common stock is likely to be subject to wide fluctuations. Factors affecting the market price of our
common stock include:

e variations in our operating results, earnings per share, cash flows from operating activities,
deferred revenue, and other financial metrics and non-financial metrics, and how those results
compare to analyst expectations;

e forward looking guidance to industry and financial analysts related to future revenue and earnings per
share;

e the net increases in the number of customers and paying subscriptions, either independently or as
compared with published expectations of industry, financial or other analysts that cover our
company;

e changes in the estimates of our operating results or changes in recommendations by securities
analysts that elect to follow our securities;

e announcements of technological innovations, new services or service enhancements, strategic
alliances or significant agreements by us or by our competitors;

e announcements by us or by our competitors of mergers or other strategic acquisitions, or rumors of
such transactions involving us or our competitors;

e announcements of customer additions and customer cancellations or delays in customer purchases;
e recruitment or departure of key personnel;

e disruptions in our service due to computer hardware, software or network problems;

e the economy as a whole, market conditions in our industry, and the industries of our customers; and

e trading activity by a limited number of stockholders who beneficially own a majority of our
outstanding voting power.

In addition, if the market for technology stocks or the stock market in general experiences uneven investor
confidence, the market price of our securities could decline for reasons unrelated to our business, operating results
or financial condition. The market price of our securities might also decline in reaction to events that affect other
companies within, or outside, our industry even if these events do not directly affect us. As a result of this volatility,
you may not be able to sell your securities at or above the initial public offering price. Some companies that have
experienced volatility in the trading price of their securities have been the subject of securities class action litigation.



If we are to become the subject of such litigation, it could result in substantial costs and a diversion of management’s
attention and resources.

An active trading market for our securities may not develop, and you may not be
able to resell your securities at or above the initial public offering price.

Prior to this offering, there has been no public market for shares of our common stock or the Series B Preferred
Stock being offered. Although we intend to apply to list shares of our common stock on The Nasdaq Capital Market,
an active trading market for our common stock may never develop or be sustained following this offering. The
initial public offering price of our securities was determined through negotiations between us and the underwriters.
Among the factors considered in determining the initial offering price were our future prospects and the prospects
of our industry in general, our revenue, net income and certain other financial and operating information in recent
periods, and the financial ratios, market prices of securities and certain financial and operating information of
companies engaged in activities similar to ours. However, there can be no assurance that following this offering
our shares of common stock will trade at a price equal to or greater than the offering price. In the absence of an
active trading market for our securities, investors may not be able to sell their securities at or above the initial public
offering price or at the time that they would like to sell.

Our securities may be subject to the “penny stock™ rules of the SEC and the
trading market in our securities is limited, which makes transactions in our stock
cumbersome and may reduce the value of an investment in our stock.

The SEC has adopted Rule 15g-9 which establishes the definition of a “penny stock,” for the purposes relevant to
us, as any equity security that has a market price of less than $5.00 per share or with an exercise price of less than
$5.00 per share, subject to certain exceptions. For any transaction involving a penny stock, unless exempt, the rules
require:

e that a broker or dealer approve a person’s account for transactions in penny stocks; and

e the broker or dealer receive from the investor a written agreement to the transaction, setting forth the
identity and quantity of the penny stock to be purchased.

In order to approve a person’s account for transactions in penny stocks, the broker or dealer must:

e obtain financial information and investment experience objectives of the person; and

e make a reasonable determination that the transactions in penny stocks are suitable for that person
and the person has sufficient knowledge and experience in financial matters to be capable of evaluating

the risks of transactions in penny stocks.

The broker or dealer must also deliver, prior to any transaction in a penny stock, a disclosure schedule prescribed
by the SEC relating to the penny stock market, which:

e sets forth the basis on which the broker or dealer made the suitability determination; and

e  affirms that the broker or dealer received a signed, written agreement from the investor prior to the
transaction.

Generally, brokers may be less willing to execute transactions in securities subject to the “penny stock” rules. This

may make it more difficult for investors to dispose of our securities and cause a decline in the market value of our
securities.

Disclosure also has to be made about the risks of investing in penny stocks in both public offerings and in secondary



trading and about the commissions payable to both the broker-dealer and the registered representative, current
quotations for the securities and the rights and remedies available to an investor in cases of fraud in penny stock
transactions. Finally, monthly statements have to be sent disclosing recent price information for the penny stock
held in the account and information on the limited market in penny stocks.

Shareholders should be aware that, according to SEC Release No. 34-29093, the market for “penny stocks” has
suffered in recent years from patterns of fraud and abuse. Such patterns include (1) control of the market for the
security by one or a few broker-dealers that are often related to the promoter or issuer; (2) manipulation of prices
through prearranged matching of purchases and sales and false and misleading press releases; (3) boiler room
practices involving high-pressure sales tactics and unrealistic price projections by inexperienced sales persons; (4)
excessive and undisclosed bid-ask differential and markups by selling broker-dealers; and (5) the wholesale
dumping of the same securities by promoters and broker-dealers after prices have been manipulated to a desired
level, along with the resulting inevitable collapse of those prices and with consequent investor losses. Our
management is aware of the abuses that have occurred historically in the penny stock market. Although we do not
expect to be in a position to dictate the behavior of the market or of broker-dealers who participate in the market,
management will strive within the confines of practical limitations to prevent the described patterns from being
established with respect to our securities. Unless our securities are approved for listing on Nasdaq, the occurrence
of these patterns or practices could increase the future volatility of our share price.

If securities analysts do not publish research or reports about our business or if
they publish negative evaluations of our stock, the price of our stock could
decline.

The trading market for our securities will rely in part on the research and reports that industry or financial analysts
publish about us or our business. We may never obtain research coverage by industry or financial analysts. If no or
few analysts commence coverage of us, the trading price of our stock would likely decrease. Even if we do obtain
analyst coverage, if one or more of the analysts covering our business downgrade their evaluations of our stock,
the price of our stock could decline. If one or more of these analysts cease to cover our stock, we could lose visibility
in the market for our stock, which in turn could cause the price of our securities to decline.

If securities or industry analysts adversely change their recommendations
regarding our securities or if our operating results do not meet their expectations,
the price of our securities could decline.

The trading market for our securities will be influenced by the research and reports that industry or securities
analysts publish about us or our business. If one or more of these analysts cease coverage of our company or fail
to publish reports on us regularly, we could lose visibility in the financial markets, which in turn could cause the
price of our securities or trading volume to decline. Moreover, if one or more of the analysts who cover our
company downgrades our securities or if our operating results do not meet their expectations, the price of our
securities could decline.

Raising additional capital may cause dilution to our stockholders, including
purchasers of units in this offering, restrict our operations or require us to
relinquish rights to our technologies or current or future product candidates.

Until such time, if ever, as we can generate substantial product revenues, we expect to finance our cash needs
through a combination of private and public equity offerings, debt financings, collaborations, strategic alliances
and marketing, distribution or licensing arrangements. To the extent that we raise additional capital through the sale
of common stock or securities convertible or exchangeable into common stock, your ownership interest will be
diluted, and the terms of these securities may include liquidation or other preferences that materially adversely
affect your rights as a common stockholder. Debt financing, if available, would increase our fixed payment
obligations and may involve agreements that include covenants limiting or restricting our ability to take specific



actions, such as incurring additional debt, making capital expenditures or declaring dividends.

If we raise funds through additional collaborations, strategic alliances or marketing, distribution or licensing
arrangements with third parties, we may have to relinquish valuable rights to our intellectual property, future
revenue streams, research programs or current or future product candidates or to grant licenses on terms that may
not be favorable to us. If we are unable to raise additional funds through equity or debt financings when needed,
we may be required to delay, scale back or discontinue the development and commercialization of one or more of
our product candidates, delay our pursuit of potential in-licenses or acquisitions or grant rights to develop and
market current or future product candidates that we would otherwise prefer to develop and market ourselves.

We may issue additional equity securities, or engage in other transactions that
could dilute our book value or relative rights of our securities, which may
adversely affect the market price of our common stock.

Our board of directors may determine from time to time that we need to raise additional capital by issuing additional
shares of our common stock or other securities. Except as otherwise described in this offering circular, we will not
be restricted from issuing additional shares of common stock, including securities that are convertible into or
exchangeable for, or that represent the right to receive, shares of our common stock. Because our decision to issue
securities in any future offering will depend on market conditions and other factors beyond our control, we cannot
predict or estimate the amount, timing, or nature of any future offerings, or the prices at which such offerings may
be affected. Additional equity offerings may dilute the holdings of existing stockholders or reduce the market price
of our common stock. Holders of our securities are not entitled to pre-emptive rights or other protections against
dilution. New investors also may have rights, preferences and privileges that are senior to, and that adversely affect,
then-current holders of our securities. Additionally, if we raise additional capital by making offerings of debt or
preferred stock, upon our liquidation, holders of our debt securities and preferred stock, and lenders with respect to
other borrowings, may receive distributions of its available assets before the holders of our common stock.

Anti-takeover effects of certain provisions of Delaware state law hinder a potential
takeover of our company.

We are subject to statutory “anti-takeover” provisions under Delaware law; the provisions of Section 203 of the
Delaware General Corporation Law, an anti-takeover law. In general, Section 203 of the Delaware General
Corporate Law, or DGCL, which may prohibit certain business combinations with stockholders owning 15% or
more of our outstanding voting stock. These antitakeover provisions and other provisions in our certificate of
incorporation and bylaws could make it more difficult for stockholders or potential acquirers to obtain control of
our board of directors or initiate actions that are opposed by the then-current board of directors and could also delay
or impede a merger, tender offer or proxy contest involving our company. These provisions could also discourage
proxy contests and make it more difficult for you and other stockholders to elect directors of your choosing or cause
us to take other corporate actions you desire. Any delay or prevention of a change of control transaction or changes
in our board of directors could cause the market price of our securities to decline.

Certain provisions of our bylaws are intended to strengthen the position of our board of directors in the event of a
hostile takeover attempt. These provisions have the effect of providing our board of directors with the sole power
to fill vacancies on our board of directors and providing that stockholders may only call a special meeting by the
request, in writing, of stockholders owning individually or together ten percent or more of the entire capital stock
of the corporation issued and outstanding and entitled to vote.

Therefore, the provisions of the control share acquisition act do not apply to acquisitions of our shares and will not
until such time as these requirements have been met. At such time as they may apply to us, the provisions of the
control share acquisition act may discourage companies or persons interested in acquiring a significant interest in
or control of us, regardless of whether such acquisition may be in the interest of our stockholders.



We may include provisions in our Certificate of Incorporation that may discourage a third party from making a
proposal to acquire us, even if some of our stockholders might consider the proposal to be in their best interests.
For example, we may amend our articles of incorporation to authorize our board of directors to issue one or more
classes or series of preferred stock that could discourage or delay a tender offer or change in control. In addition,
we may enter into a stockholder rights plan, commonly known as a “poison pill,” that may delay or prevent a
change of control.

Jonathan Destler, our Chief Executive Officer and Chairman, is able to control all
matters requiring stockholder approval, including the election of directors and
approval of significant corporate transactions.

Currently, Mr. Destler beneficially owns approximately 21.8% of our outstanding common stock and 100% of our
Series A preferred stock, which has voting power equal to 110% of our issued and outstanding shares of common
stock.. Immediately following the completion of this offering, Mr. Destler will have approximately 59.2% of the
voting power of our outstanding capital stock. As a result, Mr. Destler has substantial voting power in all matters
submitted to our stockholders for approval, including, but not limited to:

Election of our board of directors;

Removal of any of our directors or officers;

Amendment of our Certificate of Incorporation or Bylaws;

Adoption of measures that could delay or prevent a change in control or impede a merger, takeover or
other business combination involving us.

Additionally, the one share of Series A Preferred Stock issued to Mr. Destler contains protective provisions, which
precludes us from taking certain actions without Mr. Destler’s approval. More specifically, so long as any shares
of Series A Preferred Stock are outstanding, we are not permitted to take certain actions without first obtaining the
approval (by vote or written consent, as provided by law) of the holders of at least a majority of the then outstanding
shares of Series A Preferred Stock, voting as a separate class, including for example and without limitation,
amending our articles of incorporation, changing or modifying the rights of the Series A Preferred Stock, including
increasing or decreasing the number of authorized shares of Series A Preferred Stock, increasing or decreasing the
size of the board of directors or removing the director appointed by the holders of our Series A Preferred Stock and
declaring or paying any dividend or other distribution.

We are a “controlled company” within the meaning of the Nasdaq rules and, as a
result, qualify for, and will rely on, exemptions from certain corporate governance
requirements that provide protection to the stockholders of companies that are
subject to such corporate governance requirements.

Upon completion of this offering, Jonathan Destler, our Chief Executive Officer and Chairman, will continue to
beneficially own more than 50% of the voting power for the election of members of our board of directors. As a
result, we will be a “controlled company” within the meaning of the Nasdaq rules. Under these rules, a listed
company of which more than 50% of the voting power is held by an individual, group or another company is a
“controlled company” and may elect not to comply with certain of Nasdaq’s corporate governance requirements.

As a controlled company, we will rely on certain exemptions from the Nasdaq standards that may enable us not to
comply with certain Nasdaq corporate governance requirements. Accordingly, we have opted not to implement a
stand-alone nominating and corporate governance committee and our compensation committee will not be fully
independent. As a consequence of our reliance on certain exemptions from the Nasdaq standards provided to
“controlled companies,” you will not have the same protections afforded to stockholders of companies that are
subject to all of the Nasdaq corporate governance requirements. See ‘“Management—Controlled company
exception.”



Sales of a significant number of shares of our common stock in the public
markets, or the perception that such sales could occur, could depress the market
price of our securities.

Sales of a substantial number of shares of our common stock in the public markets, or the perception by the market
that those sales could occur, could depress the market price of our securities and impair our ability to raise capital
through the sale of additional equity securities. We, our directors and our executive officers have agreed not to sell,
dispose of or hedge any common stock or securities convertible into or exchangeable for shares of common stock
during the period from the date of this offering circular continuing through and including the date that is 180 days
after the date of this offering circular, subject to certain exceptions. We cannot predict the effect that future sales
of our common stock would have on the market price of our securities.

We have broad discretion to use the net proceeds from this offering and our
investment of these proceeds pending any such use may not yield a favorable
return.

Our management will have broad discretion as to the application of the remaining net proceeds from this offering
upon the repayment of the outstanding principal and interest accrued on Senior Convertible Promissory Notes, as
described below in “Use of Proceeds,” and could use them for purposes other than those contemplated at the time
of the offering. Our management may use the remaining net proceeds for corporate purposes that may not improve
our financial condition or market value of our securities.

Because we do not anticipate paying any cash dividends on our capital stock in
the foreseeable future, capital appreciation, if any, will be your sole source of
gain.

We have never declared or paid cash dividends on our capital stock. We currently intend to retain all of our future
earnings, if any, to finance the growth and development of our business. As a result, capital appreciation, if any, of
our common stock will be your sole source of gain for the foreseeable future.

After the completion of this offering, we may be at an increased risk of securities
class action litigation.

Historically, securities class action litigation has often been brought against a company following a decline in the
market price of its securities. This risk is especially relevant for us because we are a smaller company, and smaller
companies tend to experience greater volatility in the price of their securities. If we were to be sued, it could result
in substantial costs and a diversion of management’s attention and resources, which could harm our business.

SPECIAL NOTE REGARDING FORWARD-LOOKING
STATEMENTS

This offering circular contains forward-looking statements concerning our business, operations and financial
performance and condition, as well as our plans, objectives and expectations for our business operations and
financial performance and condition. Any statements contained herein that are not statements of historical facts
may be deemed to be forward-looking statements. In some cases, you can identify forward-looking statements by
terminology such as “aim,” “anticipate,” “assume,” “believe,” “contemplate,” “continue,” “could,” “due,”
“estimate,” “expect,” “goal,” “intend,” “may,” “objective,” “plan,” “predict,” “potential,” “positioned,” “seek,”
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“should,” “target,” “will,” “would” and other similar expressions that are predictions of or indicate future events
and future trends, or the negative of these terms or other comparable terminology, although not all forward-looking
statements contain these words.

These forward-looking statements include, but are not limited to, statements about:

° our ability to continue as a going concern;

° availability of additional funds in the future on acceptable terms or at all;

° our estimates of our expenses, ongoing losses, future revenue, capital requirements and our
need for, or ability to obtain, additional financing;

° our ability to retain and recruit key personnel, including the continued development of
our sales and marketing infrastructure;

° our ability to maintain intellectual property protection for our products;

° developments relating to our competitors and our industry;

° our expectations regarding the period during which we will qualify as an emerging growth
company under the JOBS Act;

° our expected use of our existing cash and cash equivalents and the proceeds from this offering.

° the impact of the COVID-19 pandemic on our business and operations;

° other events or factors, including those resulting from war or incidents of terrorism;

° anticipated trends and challenges in our business and the markets in which we operate; and

° other risks and uncertainties, including those listed under the caption “Risk Factors.”

Forward-looking statements are based on management’s current expectations, estimates, forecasts and projections
about our business and the industry in which we operate, and management’s beliefs and assumptions are not
guarantees of future performance or development and involve known and unknown risks, uncertainties and other
factors that are in some cases beyond our control. As a result, any or all of our forward-looking statements in this
offering circular may turn out to be inaccurate. Furthermore, if the forward-looking statements prove to be
inaccurate, the inaccuracy may be material. In light of the significant uncertainties in these forward-looking
statements, you should not regard these statements as a representation or warranty by us or any other person that
we will achieve our objectives and plans in any specified time frame, or at all. Factors that may cause actual results
to differ materially from current expectations include, among other things, those described in the section entitled
“Risk Factors” and elsewhere in this offering circular. Potential investors are urged to consider these factors
carefully in evaluating these forward-looking statements.

In addition, forward-looking statements reflect our beliefs and opinions on the relevant subject. These statements
are based on information available to us as of the date of this offering circular, and while we believe that information
provides a reasonable basis for these statements, that information may be limited or incomplete. Our statements
should not be read to indicate that we have conducted an exhaustive inquiry into, or review of, all relevant
information. These statements are inherently uncertain, and we may not actually achieve the plans, intentions or
expectations disclosed in our forward-looking statements. You should not place undue reliance on our forward-
looking statements.



