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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

NATURALSHRIMP INCORPORATED
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets
Cash and cash equivalents
Prepaid expenses

Total current assets

Fixed assets
Land
Buildings
Machinery and equipment
Autos and trucks
Furniture and fixtures
Accumulated depreciation

Fixed assets, net

Other assets
Deposits

Total other assets

Total assets

LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities

Accounts payable

Accrued interest - related parties

Other accrued expenses

Short-term promissory note and lines of credit

Current maturities of bank loan

Notes payable - related parties

Derivative liability

Warrant liability

Total current liabilities

Bank loan, less current maturities
Lines of credit
Convertible debentures, less debt discount of $114,667 and $100,000, respectively

Total liabilities

Commitments and contingencies (Note 11)

Stockholders' deficit
Preferred stock, $0.0001 par value, 200,000,000 shares authorized, 0 and 0 shares issued and outstanding at June 30, 2017
and March 31, 2017, respectively
Common stock, $0.0001 par value, 300,000,000 shares authorized, 92,508,298 and 92,408,298 shares issued and
outstanding at June 30, 2017 and March 31, 2017, respectively
Additional paid in capital
Accumulated deficit

Total stockholders' deficit

Total liabilities and stockholders' deficit

June 30,2017

March 31, 2017

(unaudited)

$ 18,193 $ 88,195
66,500 224,000

84,693 312,195

202,293 202,293
1,328,161 1,328,161
929,214 929,214

14,063 14,063

22,060 22,060
(1,239,144) (1,221,419)
1,256,647 1,274,372
10,500 10,500

10,500 10,500

$ 1,351,840 $ 1,597,067
$ 526,595 $ 505,033
198,922 178,922

359,475 317,499
796,514 145,964

7,402 7,310

1,272,162 1,296,162
183,000 218,000

25,000 28,000
3,369,070 2,696,890
234,586 235,690

- 651,498

171,833 50,000
3,775,489 3,634,078

9,252 9,242

26,734,511 26,681,521
(29,167,412) (28,727,774)
(2,423,649) (2,037,011)

$ 1,351,840 $ 1,597,067

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




CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Sales
Operating expenses:
Facility operations
General and administrative
Depreciation
Total operating expenses
Operating loss before other income (expense)
Other income (expense):
Interest expense
Amortization of debt discount
Change in fair value of derivative liability
Change in fair value of warrant liability
Total other expense
Loss before income taxes
Provision for income taxes
Net Loss

Loss per share - Basic

Weighted average shares outstanding - Basic

NATURALSHRIMP INCORPORATED

(Unaudited)

For the Three Months Ended

June 30, 2017

June 30, 2016

7,289 23,399
398,935 184,729
17,725 21,000
423,949 229,128
(423,949) (229,128)
(40,355) (41,317)
(13,333) -
35,000 -
3,000 .
(15,688) (41317)
(439,637) (270,445)
(439,637) (270,445)
(0.00) (0.00)
92,473,133 89,399,012

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




NATURALSHRIMP INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
For the Three Months Ended
June 30, 2017 June 30, 2016
Cash flows from operating activities
Net Loss $ (439,637) $ (270,445)
Adjustments to reconcile net income/(loss) to net cash used in operating activities:
Depreciation and amortization expense 17,725 21,000
Amortization of debt discount 13,333 -
Change in fair value of derivative liability (35,000) -
Change in fair value of warrant liability (3,000) -
Changes in operating assets and liabilities:
Prepaid expenses and other current assets 157,500 -
Accounts payable 20,613 11,050
Other accrued expenses 41,976 46,119
Accrued interest - related parties 20,000 47,579
Cash used in operating activities (206,490) (144,697)
Cash flows from financing activities
Payments on bank loan (1,012) -
Borrowing on Notes payable - related party - 143,497
Lines of credit - (1,258)
Proceeds from sale of stock 25,000 -
Proceeds from convertible debentures 140,000 -
Payments on convertible debentures (27,500) -
Cash provided by financing activities 136,488 142,239
Net change in cash (70,002) (2,458)
Cash at beginning of period 88,195 6,158
Cash at end of period $ 18,193 $ 3,700
Interest paid $ 20,355 $ 6,262
Supplemental Disclosure of Non-Cash Investing and Financing Activities:
Unpaid acquisition cost of machinery & equipment
$ - $ 235,000

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




NATURALSHRIMP INCORPORATED
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1 - NATURE OF THE ORGANIZATION AND BUSINESS

Nature of the Business

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

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

The accompanying condensed consolidated financial statements have been prepared in conformity with accounting principles generally accepted in the United States of
America, assuming the Company will continue as a going concern, which contemplates the realization of assets and satisfaction of liabilities in the normal course of business.
For the three months ended June 30, 2017, the Company had a net loss of approximately $440,000. At June 30, 2017, the Company had an accumulated deficit of approximately
$29,167,000 and a working capital deficit of approximately $3,284,000. These factors raise substantial doubt about the Company’s ability to continue as a going concern, within
one year from the issuance date of this filing. The Company’s ability to continue as a going concern is dependent on its ability to raise the required additional capital or debt
financing to meet short and long-term operating requirements. During the three months ended June 30, 2017, the Company received net cash proceeds of approximately
$140,000 from the issuance of convertible debt to a related party and $25,000 from the sale of the Company’s common stock. On July 5, 2017, the Company received $67,500
in proceeds on the second closing of a convertible debenture (Note 5). Management believes that private placements of equity capital and/or additional debt financing will be
needed to fund the Company’s long-term operating requirements. The Company may also encounter business endeavors that require significant cash commitments or
unanticipated problems or expenses that could result in a requirement for additional cash. If the Company raises additional funds through the issuance of equity or convertible
debt securities, the percentage ownership of its current shareholders could be reduced, and such securities might have rights, preferences or privileges senior to our common
stock. Additional financing may not be available upon acceptable terms, or at all. If adequate funds are not available or are not available on acceptable terms, the Company may
not be able to take advantage of prospective business endeavors or opportunities, which could significantly and materially restrict our operations. The Company continues to
pursue external financing alternatives to improve its working capital position. If the Company is unable to obtain the necessary capital, the Company may have to cease
operations.

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




NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited financial information as of and for the three months ended June 30, 2017 and 2016 has been prepared in accordance with accounting principles
generally accepted in the U.S. for interim financial information and with the instructions to Quarterly Report on Form 10-Q and Article 10 of Regulation S-X. In the opinion of
management, such financial information includes all adjustments (consisting only of normal recurring adjustments) considered necessary for a fair presentation of our financial
position at such date and the operating results and cash flows for such periods. Operating results for the three months ended June 30, 2017 are not necessarily indicative of the
results that may be expected for the entire year or for any other subsequent interim period.

Certain information and footnote disclosures normally included in financial statements prepared in accordance with generally accepted accounting principles have been omitted
pursuant to the rules of the U.S. Securities and Exchange Commission, or the SEC. These unaudited financial statements and related notes should be read in conjunction with
our audited financial statements for the year ended March 31, 2017 included in our Annual Report on Form 10-K filed with the SEC on June 29, 2017.

The condensed consolidated balance sheet at March 31, 2017 has been derived from the audited financial statements at that date, but does not include all of the information and
footnotes required by generally accepted accounting principles in the U.S. for complete financial statements.

Consolidation

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

Use of Estimates

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

Basic and Diluted Earnings/Loss per Common Share

Basic and diluted earnings or loss per share (“EPS”) amounts in the condensed consolidated financial statements are computed in accordance with ASC 260 — 10 ‘Earnings per
Share”, which establishes the requirements for presenting EPS. Basic EPS is based on the weighted average number of common shares outstanding. Diluted EPS is based on the
weighted average number of common shares outstanding and dilutive common stock equivalents. Basic EPS is computed by dividing net income or loss available to common
stockholders (numerator) by the weighted average number of common shares outstanding (denominator) during the period. For the three months ended June 30, 2017, the
Company had $330,000 in convertible debentures whose underlying shares are convertible at the holders’ option at initial fixed conversion prices ranging from $0.30 to $0.35
and 70,000 warrants with an exercise price of $0.60, which were not included in the calculation of diluted EPS as their effect would be anti-dilutive. The Company did not have
any potentially dilutive common stock equivalents during the three months ended June 30, 2016.




Fixed Assets

Equipment is carried at historical value or cost and is depreciated over the estimated useful lives of the related assets. Depreciation on buildings is computed using the straight-
line method, while depreciation on all other fixed assets is computed using the Modified Accelerated Cost Recovery System (MACRS) method, which does not materially differ
from GAAP. Estimated useful lives are as follows:

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

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

The condensed consolidated statements of operations reflect depreciation expense of approximately $17,725 and $21,000 for the three months ended June 30, 2017 and 2016,
respectively.

Commitments and Contingencies

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

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

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

In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2014-09, “Revenue from Contracts with Customers,”
which requires an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of promised goods or services to customers. ASU 2014-09 will
replace most existing revenue recognition guidance in U.S. GAAP when it becomes effective. The new standard is effective for annual reporting periods for public business
entities beginning after December 15, 2017, including interim periods within that reporting period. The new standard permits the use of either the retrospective or cumulative
effect transition method. The Company is currently evaluating the effect that ASU 2014-09 will have on its financial statements and related disclosures. The Company has not
yet selected a transition method nor determined the effect of the standard on its ongoing financial reporting, however as revenues to date have been insignificant, the Company
does not expect the adoption to have a material impact.




In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) The standard requires all leases that have a term of over 12 months to be recognized on the balance
sheet with the liability for lease payments and the corresponding right-of-use asset initially measured at the present value of amounts expected to be paid over the term.
Recognition of the costs of these leases on the income statement will be dependent upon their classification as either an operating or a financing lease. Costs of an operating
lease will continue to be recognized as a single operating expense on a straight-line basis over the lease term. Costs for a financing lease will be disaggregated and recognized as
both an operating expense (for the amortization of the right-of-use asset) and interest expense (for interest on the lease liability). This standard will be effective for our interim
and annual periods beginning January 1, 2019, and must be applied on a modified retrospective basis to leases existing at, or entered into after, the beginning of the earliest
comparative period presented in the financial statements. Early adoption is permitted. The Company is currently evaluating the timing of adoption and the potential impact of
this standard, but as the Company does not have any significant leases, it does not expect it to have a material impact on its financial position or results of operations.

During the three months ended June 30, 2017, there were several new accounting pronouncements issued by the Financial Accounting Standards Board. Each of these
pronouncements, as applicable, has been or will be adopted by the Company. Management does not believe the adoption of any of these accounting pronouncements has had or
will have a material impact on the Company’s condensed consolidated financial statements.

Management’s Evaluation of Subsequent Events

The Company evaluates events that have occurred after the balance sheet date of June 30, 2017, through the date which the condensed consolidated financial statements were
issued. Based upon the review, other than described in Note 12 — Subsequent Events, the Company did not identify any recognized or non-recognized subsequent events that
would have required adjustment or disclosure in the condensed consolidated financial statements.

NOTE 3 - SHORT-TERM NOTE AND LINES OF CREDIT

On November 3, 2015, the Company entered into a short-term note agreement with Community National Bank for a total value of $50,000. The short-term note has a stated
interest rate of 5.25%, maturity date of December 15, 2017 and had an initial interest only payment on February 3, 2016. The short-term note is guaranteed by an officer and
director. The balance of the line of credit at both June 30, 2017 and March 31, 2017 was $25,298.

The Company has a working capital line of credit with Community National Bank for $30,000. The line of credit bears an interest rate of 7.3% and is payable quarterly. The
line of credit matured on February 28, 2014, was secured by various assets of the Company’s subsidiaries, and was guaranteed by two directors of the Company. It was renewed
by the Company with a maturity date of June 10, 2017, but was subsequently paid off and closed. The balance of the line of credit at both June 30, 2017 and March 31, 2017
was zero.

The Company also has a working capital line of credit with Extraco Bank. On April 30, 2017, the Company renewed the line of credit for $475,000. The line of credit bears an
interest rate of 5.0% that is compounded monthly on unpaid balances and is payable monthly. The line of credit matures on April 30, 2018, and is secured by certificates of
deposit and letters of credit owned by directors and shareholders of the Company. The balance of the line of credit is $473,029 at both June 30, 2017 and March 31, 2017.

The Company also has additional lines of credit with Extraco Bank for $100,000 and $200,000, which were renewed on January 19, 2017 and April 30, 2017, respectively, with
maturity dates of January 19, 2018 and April 30, 2018, respectively. The lines of credit bear an interest rate of 4.5% (increased to 6.5% and 5%, respectively, upon renewal in
2017) that is compounded monthly on unpaid balances and is payable monthly. They are secured by certificates of deposit and letters of credit owned by directors and
shareholders of the Company. The balance of the lines of credit was $278,470 at both June 30, 2017 and March 31, 2017.

The Company also has a working capital line of credit with Capital One Bank for $50,000. The line of credit bears an interest rate of prime plus 25.9 basis points, which totaled
29.9% as of June 30, 2017. The line of credit is unsecured. The balance of the line of credit was $9,580 at both June 30, 2017 and March 31, 2017.




The Company also has a working capital line of credit with Chase Bank for $25,000. The line of credit bears an interest rate of prime plus 10 basis points, which totaled 14% as
of June 30, 2017. The line of credit is secured by assets of the Company’s subsidiaries. The balance of the line of credit is $11,197 at both June 30, 2017 and March 31, 2017.

NOTE 4 - BANK LOAN

On January 10, 2017, the Company entered into a promissory note with Community National Bank for $245,000, at an annual interest rate of 5% and a maturity date of January
10, 2020 (the “CNB Note”). The CNB Note is secured by certain real property owned by the Company in LaCoste, Texas, and is also personally guaranteed by the Company’s

President, as well as certain shareholders of the Company. As consideration for the guarantee, the Company issued 600,000 of its common stock to the shareholders, which was

recognized as debt issuance costs with a fair value of $264,000, based on the market value of the Company’s common stock of $0.44 on the date of issuance. As the fair value of
the debt issuance costs exceeded the face amount of the promissory note, the excess of the fair value was recognized as financing costs in the statement of operations. The
resulting debt discount is to be amortized over the term of the CNB Note under the effective interest method. As the debt discount is in excess of the face amount of the

promissory note, the effective interest rate is not determinable, and as such, all of the discount was immediately expensed.

Maturities on Bank loan is as follows:

12 months ending:

June 30, 2018 $ 7,402
June 30, 2019 7,690
June 30, 2020 226,896

$ 241,988

NOTE 5 - CONVERTIBLE DEBENTURES
January Debentures

On January 23, 2017, the Company entered into a Securities Purchase Agreement (“January SPA”) for the sale of a convertible debenture (“January debenture) with an original
principal amount of $262,500, for consideration of $250,000, with a prorated five percent original issue discount (“OID”). The debenture has a one-time interest charge of
twelve percent applied on the issuance date and due on the maturity date, which is two years from the date of each payment of consideration. The January SPA included a
warrant to purchase 350,000 shares of the Company’s common stock. The warrants have a five year term and vest such that the buyer shall receive 1.4 warrants for every dollar
funded to the Company under the January debenture. The Company received $50,000 at closing, with additional consideration to be paid at the holder’s option. Upon the
closing the buyer was granted a warrant to purchase 70,000 shares of the Company’s common stock.

The January debentures are convertible at an original conversion price of $0.35, subject to adjustment if the Company’s common stock trades at a price lower than $0.60 per
share during the forty-five day period immediately preceding August 15, 2017, in which case the conversion price is reset to sixty percent of the lowest trade occurring during
the twenty-five days prior to the conversion date. Additionally, the conversion price, as well as other terms including interest rates, original issue discounts, warrant coverage,
adjusts if any future financings have more favorable terms. The January debenture also has piggyback registration rights.

The conversion feature of the January debenture meets the definition of a derivative and due to the adjustment to the conversion price to occur upon subsequent sales of
securities at a price lower than the original conversion price, requires bifurcation and is accounted for as a derivative liability. The derivative was initially recognized at an
estimated fair value of $85,000 and created a discount on the January debentures that will be amortized over the life of the debentures using the effective interest rate method.
The fair value of the embedded derivative is measured and recognized at fair value each subsequent reporting period and the changes in fair value are recognized in the
Condensed Consolidated Statement of Operations as a change in fair value of derivative liability.




The Company estimated the fair value of the conversion feature derivatives embedded in the convertible debentures based on weighted probabilities of assumptions used in the
Black Scholes pricing model. The key valuation assumptions used consist, in part, of the price of the Company’s common stock of $0.46 at issuance date; a risk free interest
rate of 1.16% and expected volatility of the Company’s common stock, of 384.75%, and the various estimated reset exercise prices weighted by probability. This resulted in the
calculated fair value of the debt discount being greater than the face amount of the debt, and the excess amount of $35,000 was immediately expensed as Financing costs. As the
discount was in excess of the face amount of the debenture, the effective interest rate is not determinable, and as such, all of the discount was immediately expensed.

The derivative was remeasured as of June 30, 2017, resulting in an estimated fair value of $53,000, for a decrease in fair value of $21,000. The key valuation assumptions used
consist, in part, of the price of the Company’s common stock of $0.40; a risk free interest rate of 1.24% and expected volatility of the Company’s common stock, of 195.65%,
and the various estimated reset exercise prices weighted by probability.

The warrants have an original exercise price of $0.60, which adjusts for any future dilutive issuances. As a result of the dilutive issuance adjustment provision, the warrants
have been classified out of equity as a warrant liability. The Company estimated the fair value of the warrant liability using the Black Scholes pricing model. The key valuation
assumptions used consist, in part, of the price of the Company’s common stock of $0.46 at issuance date; a risk free interest rate of 1.88% and expected volatility of the
Company’s common stock, of 309.96%, resulting in a fair value of $32,000. As noted above, the calculated fair value of the discount is greater than the face amount of the debt,
and therefore, the excess amount of $32,000 was immediately expensed as Financing costs. The warrant liability was remeasured as of June 30, 2017, resulting in an estimated
fair value of $25,000, for a decrease in fair value of $3,000. The key valuation assumptions used consists, in part, of the price of the Company’s common stock of $0.36; a risk
free interest rate of 1.88% and expected volatility of the Company’s common stock, of 282.10%.

March Debentures

On March 28, 2017, the Company entered into a Securities Purchase Agreement (“SPA”) for the purchase of up to $400,000 in convertible debentures (“March debentures”),
due 3 years from issuance. The SPA consists of three separate convertible debentures, the first purchase which occurred at the signing closing date on March 28, 2017, for
$100,000 with a purchase price of $90,000 (an OID of $10,000). The second closing is to occur by mutual agreement of the buyer and Company, at any time sixty to ninety days
following the signing closing date, for $150,0000 with a purchase price of $135,000 (an OID of $15,000). The third closing is to occur sixty to ninety days after the second
closing for $150,000 with a purchase price of $135,000 (an OID of $15,000). The SPA also includes a commitment fee to include 100,000 restricted shares of common stock of
the Company upon the signing closing date. The commitment shares fair value was calculated as $34,000, based on the market value of the common shares at the closing date of
$0.34, and was recognized as a debt discount. The conversion price is fixed at $0.30 for the first 180 days. After 180 days, or in the event of a default, the conversion price
becomes the lower of $0.30 or 60% (or 55% based on certain conditions) of the lowest closing bid price for the past 20 days. The total purchase amount of the SPA as well as
the amount of the second closing, was amended on July 5, 2017. The aggregate principal amount of the convertible debentures under the SPA was reduced to $325,000 for an
aggregate purchase price of $292,500, and the principal amount of the second convertible debenture was reduced to $75,000 with a purchase price of $67,500, pursuant to the
amendment (See Note 12).

The conversion feature of the March debenture meets the definition of a derivative as it would not be classified as equity were it a stand-alone instrument, and therefore requires
bifurcation and is accounted for as a derivative liability. The derivative was initially recognized at an estimated fair value of $144,000 and created a discount on the March
debentures that will be amortized over the life of the debentures using the effective interest rate method. The fair value of the embedded derivative is measured and recognized
at fair value each subsequent reporting period and the changes in fair value are recognized in the Condensed Consolidated Statement of Operations as Change in fair value of
derivative liability.

The Company estimated the fair value of the conversion feature derivatives embedded in the convertible debentures based on weighted probabilities of assumptions used in the
Black Scholes pricing model. The key valuation assumptions used consist, in part, of the price of the Company’s common stock of $0.40 at issuance date; a risk free interest
rate of 1.56% and expected volatility of the Company’s common stock, of 333.75%, and the various estimated reset exercise prices weighted by probability. This resulted in the
calculated fair value of the debt discount being greater than the face amount of the debt, and the excess amount of $104,000, including the commitment fees, was immediately
expensed as financing costs.
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The derivative was remeasured as of June 30, 2017, resulting in an estimated fair value of $130,000, for a decrease in fair value of $14,000. The key valuation assumptions used
consist, in part, of the price of the Company’s common stock of $0.36; a risk free interest rate of 1.55% and expected volatility of the Company’s common stock, of 285.23%,
and the various estimated reset exercise prices weighted by probability.

The debenture is also redeemable at the option of the Company, at amounts ranging from 105% to 140% of the principal and accrued interest balance, based on the redemption
date’s passage of time ranging from 90 days to 180 days from the date of issuance of each debenture.

NOTE 6 - STOCKHOLDERS’ DEFICIT

Common Stock

On May 2, 2017, the Company sold 100,000 shares of its common stock at $0.25 per share, for a total financing of $25,000.
NOTE 7 - OPTIONS AND WARRANTS

The Company has not granted any options since inception. There was a grant of warrants on January 31, 2017 in connection with convertible debentures. For further discussion
see Note 5.

NOTE 8 - RELATED PARTY TRANSACTIONS
Notes Payable — Related Parties

On April 20, 2017, the Company entered into a convertible debenture with an affiliate of the Company whose managing member is the Treasurer, Chief Financial Officer, and a
director of the Company (the “affiliate”), for $140,000. The convertible debenture matures one year from date of issuance, and bears interest at 6%. Upon an event of default, as
defined in the debenture, the principal and any accrued interest becomes immediately due, and the interest rate increases to 24%. The convertible debenture is convertible at the
holder’s option at a conversion price of $0.30.

On January 20, 2017 and on March 14, 2017, the Company entered into convertible debentures with the affiliate. The convertible debentures are each in the amount of $20,000,
mature one year from date of issuance, and bear interest at 6%. Upon an event of default, as defined in the debenture, the principal and any accrued interest becomes
immediately due, and the interest rate increases to 24%. The convertible debentures are convertible at the holder’s option at a conversion price of $0.30.

NaturalShrimp Holdings. Inc.

On January 1, 2016, the Company entered into a notes payable agreement with NaturalShrimp Holdings, Inc.(“NSH”), a shareholder. Between January 16, 2016 and March 31,
2017, the Company borrowed $736,111 under this agreement. There were no borrowing on this loan for the three months ended June 30, 2017. The note payable has no set
monthly payment or maturity date with a stated interest rate of 2%.

Shareholder Notes
The Company has entered into several working capital notes payable to multiple shareholders of NSH and Bill Williams, an officer, a director, and a shareholder of the
Company, for a total of $486,500. These notes had stock issued in lieu of interest and have no set monthly payment or maturity date. The balance of these notes at both June

30, 2017 and March 31, 2017 was $426,404, and is classified as a current liability on the condensed consolidated balance sheets. At June 30, 2017 and March 31, 2017, accrued
interest payable was $181,336 and $172,808, respectively.
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Shareholders

In 2009, the Company entered into a note payable to Randall Steele, a shareholder of NSH, for $50,000. The note is unsecured and bears interest at 6.0% and was payable upon
maturity on January 20, 2011. In addition, the Company issued 100,000 shares of common stock for consideration, which were valued at the date of issuance at fair market
value. The balance of the note at both June 30, 2017 and March 31, 2017 was $50,000, and is classified as a current liability on the condensed consolidated balance sheets.
Interest expense paid on the note was $750 and $750 during the three months ended June 30, 2017 and 2016, respectively.

Beginning in 2010, the Company started entering into several working capital notes payable with various shareholders of NSH for a total of $290,000 and bearing interest at
8%. The balance of these notes at June 30, 2017 and March 31, 2017 was $5,000, and is classified as a current liability on the condensed consolidated balance sheets. At June
30, 2017 and 2016, accrued interest payable was $1,300 and $1,200, respectively.

NOTE 9 - FEDERAL INCOME TAX

The Company accounts for income taxes under ASC 740-10, which provides for an asset and liability approach of accounting for income taxes. Under this approach, deferred
tax assets and liabilities are recognized based on anticipated future tax consequences, using currently enacted tax laws, attributed to temporary differences between the carrying

amounts of assets and liabilities for financial reporting purposes and the amounts calculated for income tax purposes.

For the three months ended June 30, 2017 and 2016, the Company incurred net operating losses and, accordingly, no provision for income taxes has been recorded. In addition,
no benefit for income taxes has been recorded due to the uncertainty of the realization of any deferred tax assets.

Based on the available objective evidence, including the Company’s history of losses, management believes it is more likely than not that any net deferred tax assets will not be
fully realizable. Accordingly, the Company provided for a full valuation allowance against its net deferred tax assets at June 30, 2017 and March 31, 2017, respectively.

In accordance with ASC 740, the Company has evaluated its tax positions and determined that there are no uncertain tax positions.
NOTE 10 - CONCENTRATION OF CREDIT RISK

The Company maintains cash balances at one financial institution. Accounts at this institution are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000.
As of June 30, 2017 and March 31, 2017, the Company’s cash balance did not exceed FDIC coverage.

NOTE 11 - COMMITMENTS AND CONTINGENCIES
Executive Employment Agreements — Bill Williams and Gerald Easterling

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

The Employment Agreements are each terminable at will and each provide for a base annual salary of $96,000. In addition, the Employment Agreements each provide that the

employee is entitled, at the sole and absolute discretion of the Company’s Board of Directors, to receive performance bonuses. Each employee will also be entitled to certain
benefits including health insurance and monthly allowances for cell phone and automobile expenses.

12




Each Employment Agreement provides that in the event employee is terminated without cause or resigns for good reason (each as defined in their Employment Agreements), the
employee will receive, as severance the employee’s base salary for a period of 60 months following the date of termination. In the event of a change of control of the Company,

the employee may elect to terminate the Employment Agreement within 30 days thereafter and upon such termination would receive a lump sum payment equal to 500% of the
employee’s base salary.

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

NOTE 12 - SUBSEQUENT EVENTS

On July 5, 2017, the March Debenture (Note 5) was amended. The total principal amount of the convertible debentures issuable under the SPA was reduced to $325,000, for a
total purchase price of $292,500, and the second closing was reduced to $75,000 with a purchase price of $67,500. The second closing occurred on July 5, 2017. As a fee in
connection with the second closing, the Company issued 75,000 of its restricted common shares to the debenture holder. The fair value of the fee shares was calculated as
$26,625, based on the market value of the common shares at the closing date of $0.36, which will be recognized as a debt discount.




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

This Quarterly Report on Form 10-Q includes a number of forward-looking statements that reflect management's current views with respect to future events and
financial performance. Forward-looking statements are projections in respect of future events or our future financial performance. In some cases, you can identify forward-
looking statements by terminology such as “may,” “should,” “expects,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential” or “continue” or the negative of
these terms or other comparable terminology. These statements include statements regarding the intent, belief or current expectations of us and members of our management
team, as well as the assumptions on which such statements are based. Prospective investors are cautioned that any such forward-looking statements are not guarantees of future
performance and involve risk and uncertainties, and that actual results may differ materially from those contemplated by such forward-looking statements. These statements are
only predictions and involve known and unknown risks, uncertainties and other factors, including the risks set forth in the section entitled “Risk Factors” in our Annual Report
on Form 10-K for the fiscal year ended March 31, 2017, as filed with the U.S. Securities and Exchange Commission (the “SEC”) on June 29, 2017, any of which may cause our
company’s or our industry’s actual results, levels of activity, performance or achievements to be materially different from any future results, levels of activity, performance or
achievements expressed or implied in our forward-looking statements. These risks and factors include, by way of example and without limitation:

2 ” 2 ”

. our ability to successfully commercialize our shrimp farming operations to produce a market-ready product in a timely manner and in sufficient
quantities;

. absence of contracts with customers or suppliers;

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

. our ability to successfully integrate acquired businesses or new
brands;

. the impact of competitive products and
pricing;

. supply constraints or
difficulties;

. the availability, recruitment and retention of key personnel;

. general economic and business conditions;

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

. our need to raise additional funds in the future;

. our ability to successfully implement our business
plan;

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

. the commercial success of our
products;

. intellectual property claims brought by third parties;
and

. the impact of any industry
regulation.

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

Readers are urged to carefully review and consider the various disclosures made by us in this report and in our other reports filed with the SEC. We undertake no
obligation to update or revise forward-looking statements to reflect changed assumptions, the occurrence of unanticipated events, or changes in the future operating results over
time, except as required by law. We believe that our assumptions are based upon reasonable data derived from and known about our business and operations. No assurances are
made that actual results of operations or the results of our future activities will not differ materially from our assumptions.
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2 ”

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

Corporate History and Overview

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

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

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

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

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

NS Global, one of our wholly owned subsidiaries, owns approximately 10% of NaturalShrimp International A.S. in Europe. Our European-based partner,
NaturalShrimp International A.S., Oslo, Norway, is responsible for the construction cost of its facility and initial operating capital.

The first facility built in Spain for NaturalShrimp International A.S. is GambaNatural de Espafia, S.L. The land for the first facility was purchased in Medina del
Campo, Spain, and construction of the 75,000 sq. ft. facility was completed in 2015. Medina del Campo is approximately seventy-five miles northwest of Madrid, Spain.

On October 16, 2015, we formed NAS. The purpose of the NAS is to formalize the business relationship between our Company and F&T Water Solutions LLC for the
joint development of certain water technologies. The technologies shall include, without limitation, any and all inventions, patents, intellectual property and know-how dealing
with enclosed aquatic production systems worldwide. This includes construction, operation, and management of enclosed aquatic production, other than shrimp, facilities
throughout the world, co-developed by both parties at our facility located outside of La Coste, Texas.

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

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

Our primary solution against infectious agents is our “Vibrio Suppression Technology”. We believe this system creates higher sustainable densities, consistent
production, improved growth and survival rates and improved food conversion without the use of antibiotics, probiotics or unhealthy anti-microbial chemicals. Vibrio
Suppression Technology helps to exclude and suppress harmful organisms that usually destroy “BioFloc” and other enclosed technologies.

In 2001, we began research and development of a high density, natural aquaculture system that is not dependent on ocean water to provide quality, fresh shrimp every
week, fifty-two weeks a year. The initial NaturalShrimp system was successful, but the Company determined that it would not be economically feasible due to high operating
costs. Over the next several years, using the knowledge we gained from developing the first system, we developed a shrimp production system that eliminated the high costs
associated with the previous system. We have continued to refine this technology, eliminating bacteria and other problems that affect enclosed systems, and now have a
successful shrimp growing process. We have produced thousands of pounds of shrimp over the last few years in order to develop a design that will consistently produce quality
shrimp that grow to a large size at a specific rate of growth. This included experimenting with various types of natural live and synthesized feed supplies before selecting the
most appropriate nutritious and reliable combination. It also included utilizing monitoring and control automation equipment to minimize labor costs and to provide the
necessary oversight for proper regulation of the shrimp environment. However, there were further enhancements needed to our process and technology in order to begin
production of shrimp on a commercially viable scale and to generate revenues.

Our current system consists of a reception tank where the shrimp are acclimated, then moved to a larger grow-out tank for the rest of the twenty-week cycle. During
2016, we engaged in additional engineering projects with third parties to further enhance our indoor production capabilities. For example, through our relationship with Trane,
Inc., a division of Ingersoll-Rand Plc (“Trane”), Trane is proceeding with a detailed audit to use data to verify the capabilities of an initial Phase 1 prototype of a Trane-
proposed three tank system at our La Coste, Texas facility. The prototype consists of a modified Electrocoagulation system for the human grow-out, harvesting and processing
of fully mature, antibiotic-free Pacific White Leg shrimp. The detailed audit and design is ongoing and, once completed, will present a viable pathway to begin generating
revenue and producing shrimp on a commercially viable scale. After the design is completed, installation of the system is expected to be provided by an outside general
contractor, and financing for the system is expected to be provided by an outside firm. Once both of these factors are complete, which is estimated to be in the Q-4 0of 2017, we
expect it would take approximately 6 months to begin producing and shipping shrimp.

Results of Operations
Comparison of the Three Months Ended June 30, 2017 to the Three Months Ended June 30, 2016
Revenue

We have not earned any significant revenues since our inception and we do not anticipate earning revenues in the near future.
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Expenses
Our expenses for the three months ended June 30, 2017 are summarized as follows, in comparison to our expenses for the three months ended June 30, 2016:

Three Months Ended June 30,

2017 2016
Salaries and related expenses $ 77,400 $ 99,526
Rent 1,500 1,500
Professional fees 55,800 34,363
Other general and administrative expenses 264,235 49,340
Facility operations 7,289 23,399
Depreciation 17,725 21,000
Total $ 423,949 $ 229,128

Operating expenses for the three months ended June 30, 2017 were $423,949, representing an increase of 85% compared to operating expenses of $229,128 for the
same period in 2016. The primary reason for the change is the amortization of prepaid expenses of $220,000 for the current period expense related to shares issued in January
2017 to a consultant for services to be provided over six months. This increase was offset by a decrease in salaries and related expenses due to an executive who has left the
company since the prior year, and reduced facility fees.

Liquidity, Financial Condition and Capital Resources

As of June 30, 2017, we had cash and cash equivalents on hand of $18,193 and a working capital deficiency of $3,284,377, as compared to cash equivalents on hand of
$88,195 and a working capital deficiency of $2,384,695 as of March 31, 2017. The increase in working capital deficiency for the period ended June 30, 2017 is mainly due to an
approximate $650,000 increase in current liabilities reflecting the reclassification to current liabilities of certain lines of credit based on their maturity dates, and the decrease in
prepaid expenses discussed above, as well as an increase in accrued expenses.

Working Capital Deficiency

Our working capital deficiency for the three months ended June 30, 2017, in comparison to our working capital deficiency for the three months ended June 30, 2016,
can be summarized as follows:

June 30, March 31,
2017 2017
Current assets $ 84,693 $ 312,195
Current liabilities 3,369,070 2,696,890
Working capital deficiency $ 3,284,377 $ 2,384,695

The decrease in current assets is mainly due to the current period expense recognition of $220,000 out of prepaid expenses for shares issued for services in connection
with a six month agreement with a consultant, as well as an approximate $70,000 decrease in cash and equivalents. This was offset by approximately $60,000 due to an increase
in prepaid expenses. The increase in current liabilities is primarily due an approximately $650,000 reclassification to current liabilities of certain lines of credit based on their
maturity dates. Management is attempting raise more capital in order to increase the Company’s cash position and pay down current liabilities.

Cash Flows

Our cash flows for the three months ended June 30, 2017, in comparison to our cash flows for the three months ended June 30, 2016, can be summarized as follows:

Three Months Ended June 30,

2017 2016
Net cash used in operating activities $ (206,490) $ (144,697)
Net cash used in investing activities - -
Net cash provided by financing activities 136,488 142,239
Increase (decrease) in cash and cash equivalents $ 70,002 $ (2,458)




The increase in net cash used in operating activities in the three months ended June 30, 2017, compared to the same period in June 30, 2016, mainly relates to a
decrease in prepaid expenses, offset by the non-cash changes in fair value of the derivative and warrant liabilities. The net cash provided by financing activities is fairly constant
between periods, with the cash provided by financing activities during the three months ended June 30, 2017 arising from proceeds on convertible debentures and the sale of
common stock of the Company, offset by payments on outstanding convertible debentures. In comparison, the cash provided by financing activities during the three months
ended June 30, 2016 arose mainly from borrowings on notes payable with related parties.

Our cash position was approximately $18,000 as of June 30, 2017. Management believes that our cash on hand and working capital are not sufficient to meet our
current anticipated cash requirements through fiscal 2018, as described in further detail under the section titled “Going Concern” below.

Recent Financing Arrangements and Developments During the Period
Short-Term Debt and Lines of Credit

On November 3, 2015, the Company entered into a short-term note agreement with Community National Bank for a total of $50,000. The short-term note has a stated
interest rate of 5.25%, maturity date of December 15, 2017 and had an initial interest only payment on February 3, 2016. The short-term note is guaranteed by an officer and
director of the Company. The balance of the line of credit at both June 30, 2017 and March 31, 2017 was $25,298.

We also have a working capital line of credit with Extraco Bank. On April 30, 2017, the Company renewed the line of credit for $475,000. The line of credit bears
interest at the rate of 5.0% that is compounded monthly on unpaid balances and is payable monthly. The line of credit matures on April 30, 2018, and is secured by certificates
of deposit and letters of credit owned by directors and shareholders of the Company. The balance of the line of credit was $473,029 at both June 30, 2017 and March 31, 2017.

We also have additional lines of credit with Extraco Bank for $100,000 and $200,000, which were renewed on January 19, 2017 and April 30, 2017, respectively, with
maturity dates of January 19, 2018 and April 30, 2018, respectively. The lines of credit initially accrued interest at the rate of 4.5% (increased to 6.5% and 5%, respectively,
upon renewal in 2017), which is compounded monthly on unpaid balances and is payable monthly. These lines of credit are secured by certificates of deposit and letters of
credit owned by directors and shareholders of the Company. The balance of these lines of credit was $278,470 at both June 30, 2017 and March 31, 2017.

We also have a working capital line of credit with Capital One Bank for $50,000. The line of credit bears an interest rate of prime plus 25.9 basis points, which totaled
29.9% as of June 30, 2017. The line of credit is unsecured. The balance of the line of credit was $9,580 at both June 30, 2017 and March 31, 2017.

We also have a working capital line of credit with Chase Bank for $25,000. The line of credit bears an interest rate of prime plus 10 basis points, which totaled 14% as
of June 30, 2017. The line of credit is secured by assets of the Company’s subsidiaries. The balance of the line of credit was $11,197 at both June 30, 2017 and March 31, 2017.

Bank Loan
On January 10, 2017, we entered into a promissory note agreement with Community National Bank in the principal amount of $245,000, with an annual interest rate of

5% and a maturity date of January 10, 2020 (the “CNB Note”). The CNB Note is secured by certain real property owned by the Company in La Coste, Texas, and is also
personally guaranteed by the Company’s President and Chairman of the Board, as well as certain non-affiliated shareholders of the Company.

18




Convertible Debentures

On January 23, 2017, the Company entered into a Securities Purchase Agreement and issued a Convertible Note in the original principal amount of $262,500 to an
accredited investor, along with a Warrant to purchase 350,000 shares of the Company’s common stock, in exchange for a purchase price of $250,000. The Company received
$50,000 upon closing, with additional consideration to be paid to the Company in such amounts and at such dates as the holder may choose in its sole discretion. The warrants
are exercisable over a period of five (5) years at an exercise price of $0.60, subject to adjustment. The note is convertible into shares of the Company’s common stock at a
conversion price of $0.35 per share, subject to adjustment. The maturity date of the note shall be two years form the date of each payment of consideration thereunder. A one-
time interest charge of twelve percent (12%) shall be applied on the issuance date and payable on the maturity date.

On March 16, 2017, the Company entered into a Securities Purchase Agreement with an accredited investor related to the purchase and sale of certain convertible
debentures in the aggregate principal amount of up to $400,000 for an aggregate purchase price of up to $360,000. The agreement contemplates three separate convertible
debentures, with each maturing three years following the date of issuance. On March 28, 2017, the Company issued the first convertible debenture in the principal amount of
$100,000 for a purchase price of $90,000. Pursuant to the Securities Purchase Agreement, the closing of the second convertible debenture was to occur upon mutual agreement
of the parties, at any time within sixty (60) to ninety (90) days following the original signing closing date, in the principal amount of $150,000 for a purchase price of $135,000.
On July 5, 2017, the Securities Purchase Agreement was amended to reduce the maximum aggregate principal amount of the convertible debentures to $325,000, for an
aggregate purchase price of up to $292,500, and to reduce the principal amount of the second convertible debenture to $75,000 for a purchase price of $67,500. The closing of
the second convertible debenture occurred on July 5, 2017, subsequent to the fiscal quarter ended June 30, 2017. In connection with the closing of the second convertible
debenture, the Company issued 75,000 shares of restricted common stock to the holder as a fee in consideration of the expenses incurred in consummating the transaction. The
closing of the third convertible debenture will occur upon mutual agreement of the parties within sixty (60) to ninety (90) days following the second closing, in the principal
amount of $150,000 for a purchase price of $135,000. The convertible debentures are convertible into shares of the Company’s common stock at a fixed conversion price of
$0.30 for the first one hundred eighty (180) days. After one hundred eighty (180) days, or in an event of default, the conversion price will be the lower of $0.30 or sixty percent
(60%) of the lowest closing bid price over the 20 trading days preceding the date of conversion.

Pursuant to the March 2017 Securities Purchase Agreement, as of June 30, 2017, the Company had issued the first of three convertible debentures in the principal
amount of $100,000 for a purchase price of $90,000. Subsequent to the quarterly period ended June 30, 2017, on July 5, 2017, we issued the second of three convertible
debentures in the principal amount of $75,000 for a purchase price of $67,500. Accordingly, as of the date of this filing, we have issued convertible debentures in the aggregate
principal amount of $175,000, for an aggregate purchase price of $157,500, pursuant to the March 2017 Securities Purchase Agreement. The third convertible debenture issuable
pursuant to the March 2017 Securities Purchase Agreement, in the principal amount of $150,000 for a purchase price of $135,000, is expected to close during our quarterly
period ending September 30, 2017.

Sale of Common Stock
On May 2, 2017, the Company sold 100,000 shares of its common stock to an accredited investor at $0.25 per share, for total proceeds of $25,000.

Shareholder Notes Payable

Since inception, the Company has entered into several working capital notes payable to Bill Williams, an executive officer, director, and shareholder of the Company,
for a total of $486,500. These notes are demand notes, had stock issued in lieu of interest and have no set monthly payment or maturity date. The balance of these notes at both
June 30, 2017 and March 31, 2017 was $426,404, and is classified as a current liability on our consolidated balance sheets.
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In 2009, the Company made and entered into an unsecured note payable to Randall Steele, a shareholder of NSH, in the principal amount of $50,000. The note accrues
interest at six percent (6%) and matured on January 20, 2011. As of June 30, 2017 and March 31, 2017, the balance of the note was $50,000, and is classified as a current
liability on our consolidated balance sheets.

On January 1, 2016, the Company entered into a note payable agreement with NSH, our majority shareholder. Between January 16, 2016 and June 30, 2017, the
Company borrowed $736,111 under this agreement. The note payable has no set monthly payment or maturity date, and has a stated interest rate of two percent (2%).

Between January 1, 2017 and March 31, 2017, the Company entered into two Private Placement Subscription Agreements and issued two Six Percent (6%) Unsecured
Convertible Notes to Dragon Acquisitions LLC, an affiliate of the Company (“Dragon Acquisitions”). William Delgado, our Treasurer, Chief Financial Officer, and director, is
the managing member of Dragon Acquisitions. The first note was issued on January 20, 2017, in the principal amount of $20,000, and the second note was issued on March 14,
2017, in the principal amount of $20,000. The notes accrue interest at the rate of six percent (6%) per annum, and mature one (1) year from the date of issuance. Upon an event
of default, the default interest rate will be increased to twenty-four percent (24%), and the total amount of principal and accrued interest shall become immediately due and
payable at the holder’s discretion. The notes are convertible into shares of the Company’s common stock at a conversion price of $0.30 per share, subject to adjustment.

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

Going Concern

The unaudited condensed consolidated financial statements contained in this Quarterly Report on Form 10-Q have been prepared assuming that the Company will
continue as a going concern. For the three months ended June 30, 2017, we had a net loss of approximately $440,000. As of June 30, 2017, we had an accumulated deficit of
approximately $29,167,000 and a working capital deficit of approximately $3,284,000. These factors raise substantial doubt regarding our Company’s ability to continue as a
going concern for the next twelve months. Our ability to continue as a going concern is dependent on our ability to raise the additional capital or debt financing needed to meet
short and long-term operating requirements. During the three months ended June 30, 2017, the Company received net cash proceeds of approximately $140,000 from the
issuance of convertible debt to a related party and $25,000 from the sale of the Company’s common stock. On July 5, 2017, the Company received $67,500 in proceeds on the
second closing of a convertible debenture pursuant to a Securities Purchase Agreement with an accredited investor. Management believes that private placements of equity
capital and/or additional debt financing will be needed to fund the Company’s long-term operating requirements.

The Company plans to improve the growth rate of the shrimp and the environmental conditions of its production facilities. Management also plans to acquire a
hatchery in which the Company can better control the environment in which to develop the post larvaes. If we are unsuccessful in obtaining the financing required to carry out
these initiatives, discontinuance of operations is possible.

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

We will require additional funds to implement our growth strategy for our business. In addition, while we have received capital from various private placements and
credit lines that have enabled us to fund our operations, these funds have been largely used to develop our processes, although additional funds are needed for other corporate
operational and working capital purposes. Therefore, we will need to raise an additional $850,000 to cover all of our expansion and operational expenses over the next 12
months. This amount does not include any capital expenditures related to equipment financing with Trane, which is approximately $600,000 over the next 12 months. These
funds may be raised through equity financing, debt financing, or other sources, which may result in further dilution in the equity ownership of our shares. There can be no
assurance that additional financing will be available to us when needed or, if available, that it can be obtained on commercially reasonable terms. If we are not able to obtain
additional financing on a timely basis, should it be required, or to generate significant material revenues from operations, we will not be able to meet our obligations as they
become due, and we will be forced to scale down, or perhaps even cease, our operations.

Off-Balance Sheet Arrangements

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

Critical Accounting Policies and Estimates

Our significant accounting policies are more fully described in the notes to our financial statements included herein for the quarter ended June 30, 2017 and in the
notes to our consolidated financial statements included in our Annual Report on Form 10-K for the fiscal year ended March 31, 2017.

Recently Adopted Accounting Pronouncements

Our recently adopted accounting pronouncements are more fully described in Note 1 to our financial statements included herein for the quarter ended June 30, 2017.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

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

We carried out an evaluation, under the supervision and with the participation of our management, including our Chief Executive Officer (who is our Principal
Executive Officer) and our Chief Financial Officer and Treasurer (who is our Principal Financial Officer and Principal Accounting Officer), of the effectiveness of the design of
our disclosure controls and procedures (as defined by Exchange Act Rules 13a-15(e) or 15d-15(e)) as of June 30, 2017 pursuant to Exchange Act Rule 13a-15. Based upon that
evaluation, our Principal Executive Officer and Principal Financial Officer concluded that our disclosure controls and procedures were not effective as of June 30, 2017 in
ensuring that information required to be disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed, summarized, and reported within the
time periods specified in the SEC’s rules and forms. This conclusion is based on findings that constituted material weaknesses. A material weakness is a deficiency, or a

combination of control deficiencies, in internal control over financial reporting such that there is a reasonable possibility that a material misstatement of the Company’s interim
financial statements will not be prevented or detected on a timely basis.
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In performing the above-referenced assessment, management identified the following deficiencies in the design or operation of our internal controls and procedures,
which management considers to be material weaknesses:

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

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

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

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

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

Our management feels the weaknesses identified above have not had any material effect on our financial results. However, we are currently reviewing our disclosure
controls and procedures related to these material weaknesses, and expect to implement changes in the near term, as resources permit, in order to address these material
weaknesses. Our management will continue to monitor and evaluate the effectiveness of our internal controls and procedures and our internal controls over financial reporting
on an ongoing basis, and is committed to taking further action and implementing additional enhancements or improvements, as necessary and as funds permit.

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

Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting during the quarter ended June 30, 2017 that have materially affected, or are reasonably likely to

materially affect, our internal control over financial reporting.

22




PART II - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

We know of no material pending proceedings to which we are a party or of which our properties are subject.

ITEM 1A. RISK FACTORS

As a smaller reporting company, we are not required to provide the information required by this Item. We note, however, that an investment in our common stock
involves a number of very significant risks. Investors should carefully consider the risk factors included in the “Risk Factors” section of our Annual Report on Form 10-K for
our fiscal year ended March 31, 2017, as filed with SEC on June 29, 2017, in addition to other information contained in such Annual Report and in this Quarterly Report on
Form 10-Q, in evaluating the Company and our business before purchasing shares of our common stock. The Company’s business, operating results and financial condition
could be adversely affected due to any of those risks.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On May 2, 2017, we sold 100,000 shares of our common stock to an accredited investor at a purchase price of $0.25 per share, for aggregate proceeds of $25,000. This
sale and issuance of common stock was exempt from the registration requirements of the Securities Act pursuant to the exemption for transactions by an issuer not involved in
any public offering under Section 4(a)(2) of the Securities Act and Rule 506 of Regulation D thereunder. The Company intends to use the proceeds of the sale for general
working capital purposes.

Subsequent to the quarterly period ended June 30, 2017, on July 5, 2017, we issued a convertible debenture to an accredited investor in the principal amount of
$75,000 for a purchase price of $67,500, pursuant to the terms set forth in the Securities Purchase Agreement with such investor dated March 16, 2017, as amended by that
certain Amendment #1 to the Securities Purchase Agreement dated July 5, 2017. In connection with the issuance of the convertible debenture, we issued 75,000 shares of
common stock to the holder of the debenture as a fee for expenses incurred in connection with the closing of the second convertible debenture under the Securities Purchase
Agreement. The fair value of the 75,000 shares issued as a fee was $26,625, based on the market value of our common stock on the date of issuance. The convertible debentures
issued pursuant to the Securities Purchase Agreement are convertible into shares of the Company’s common stock at a fixed conversion price of $0.30 for the first one hundred
eighty (180) days. After one hundred eighty (180) days, or in an event of default, the conversion price will be the lower of $0.30 or sixty percent (60%) of the lowest closing bid
price over the 20 trading days preceding the date of conversion. The Securities Purchase Agreement contains a provision regarding piggyback registration rights in the event the
Company contemplates making a registered offering under the Securities Act or proposes to file a registration statement covering any of its securities within the eighteen (18)
months following the signing closing date. This issuance was exempt from the registration requirements of the Securities Act pursuant to the exemption for transactions by an
issuer not involved in any public offering under Section 4(a)(2) of the Securities Act and Rule 506 of Regulation D. The Company intends to use the proceeds of the sale for
general working capital purposes. The foregoing descriptions of the March 2017 Securities Purchase Agreement and the July 2017 amendment do not purport to be complete,
and are qualified in their entirety by reference to the full text of such documents attached hereto as exhibits and incorporated herein by reference.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.
ITEM 4. MINE SAFETY DISCLOSURES

Not Applicable.
ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

Exhibit
Number Description
?) Plan of acquisition, reorganization, arrangement, liquidation or succession
2.1 Asset Purchase Agreement, dated November 26, 2014, by and between Multiplayer Online Dragon, Inc. and NaturalShrimp Holdings, Inc. (incorporated
by reference to our Current Report on Form 8-K filed with the SEC on December 3, 2014).

(€)) (i) Articles of Incorporation; and (ii) Bylaws

3.1(a) Articles of Incorporation (incorporated by reference to our Registration Statement on Form S-1 originally filed with the SEC on June 11, 2009).

3.1(b) Amendment to Articles of Incorporation (incorporated by reference to our Amended Quarterly Report on Form 10-Q/A filed with the SEC on May 19,

2014).

3.2 Bylaws (incorporated by reference to our Registration Statement on Form S-1 originally filed with the SEC on June 11, 2009).
10) Material Agreements

10.1%* Securities Purchase Agreement dated March 16, 2017 with Peak One Opportunity Fund, L.P.

10.2* Amendment #1 to the Securities Purchase Agreement Entered Into on March 16, 2017, dated July 5, 2017, with Peak One Opportunity Fund, L.P.
31 Rule 13a-14(a)/15d-14(a) Certifications

31.1%* Section 302 Certification under the Sarbanes-Oxley Act of 2002 of the Principal Executive Officer.

31.2%* Section 302 Certification under the Sarbanes-Oxley Act of 2002 of the Principal Financial Officer and Principal Accounting Officer.
32) Section 1350 Certifications

32.1%* Section 906 Certification under the Sarbanes-Oxley Act of 2002 of the Principal Executive Officer.

32.2%* Section 906 Certification under the Sarbanes-Oxley Act of 2002 of the Principal Financial Officer and Principal Accounting Officer.

(101)* Interactive Data Files

* Filed herewith.
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SIGNATURES

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

NATURALSHRIMP INCORPORATED

By: /s/ Bill G. Williams

Bill G. Williams

Chief Executive Officer
(Principal Executive Officer)
Date: August 14, 2017

By: /s/ William Delgado

William Delgado

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
Date: August 14, 2017
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Exhibit 31.1

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

I, Bill G. Williams, certify that:

1. I have reviewed this quarterly report on Form 10-Q of NaturalShrimp Incorporated,

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

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

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

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

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

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

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

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

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

@
(b)

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

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

By: /s/ Bill G. Williams

Bill G. Williams

Chief Executive Officer
(Principal Executive Officer)

Date: August 14,
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Exhibit 31.2

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

I, William Delgado, certify that:

1. I have reviewed this quarterly report on Form 10-Q of NaturalShrimp Incorporated,

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

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

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

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

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

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

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

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

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

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

financial reporting.

By: /s/ William Delgado

William Delgado

Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)

Date: August 14,
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Exhibit 32.1

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

In connection with this Quarterly Report on Form 10-Q of NaturalShrimp Incorporated (the “Company”) as filed with the Securities and Exchange Commission on the date
hereof (the “Report”), the undersigned, in the capacity and on the date indicated below, hereby certifies pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, that to his knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operation of the Company.

By: /s/ Bill G. Williams

Bill G. Williams

Chief Executive Officer
(Principal Executive Officer)
Date: August 14, 2017




Exhibit 32.2

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

In connection with this Quarterly Report on Form 10-Q of NaturalShrimp Incorporated (the “Company”) as filed with the Securities and Exchange Commission on the date
hereof (the “Report”), the undersigned, in the capacity and on the date indicated below, hereby certifies pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, that to his knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operation of the Company.

By: /s/ William Delgado

William Delgado

Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
Date: August 14, 2017




SECURITIES PURCHASE AGREEMENT

THIS SECURITIES PURCHASE AGREEMENT (the “Agreement”). dated as of
March 16, 2017, 1s entered into by and between NATURALSHRIMP INCORPORATED, a
Nevada corporation. (the “Company”) and PEAK ONE OPPORTUNITY FUND. LP. a
Delaware hnuted partnershap (the “Buyer)

WITNESSETH:

WHEREAS, the Company and the Buyer are executing and delivering this Agreement in
accordance with and in reliance upon the exemption from secunties registration afforded, inrer
alia. by Rule 506 under Regulation D ("Regulation D) as promulgated by the United States
Securities and Exchange Commission (the "SEC”) under the Securities Act of 1933, as amended
(the “1933 Act”), and’‘or Section 4(2) of the 1933 Act; and

WHEREAS, the Buver wishes to purchase from the Company, and the Company wishes
to sell the Buver, upon the terms and subject to the conditions of this Agreement, securities
consisting of the Company's Convertible Debentures due three vears from the respective dates of
issuance (the “Debentures”), each of which are i the form of Exhubit A hereto, which wall be
convertible into shares of the Company's common stock. par value $0.0001 per share (the
“Commeon Stock™). mn the aggregate principal amount of up to Four Hundred Thousand and
00/100 Dollars ($400.000.00), for an aggregate Purchase Price of up to Three Hundred Sixty
Thousand and 00/100 Dollars ($360.000.00), all upon the terms and subject to the conditions of
thas Agreement, the Debentures, and other related documents:

NOW THEREFORE, i consideration of the premuses and the mutual covenants
contamed herein and other good and valuable consideration, the receipt and sufficiency of which
are hereby acknowledged. the parties agree as follows:

1. DEFINITIONS; AGREEMENT TO PURCHASE.

a Certain Definitions. As used heremn, each of the following terms has the
meaning set forth below. unless the context otherwise requires:

(1) “Affiliate” means. with respect to a specific Person referred to in the
relevant provision, another Person who or which controls or is controlled by or 1s under common

control with such specified Person

(1) “Cernficates” means certificates representing the Conversion Shares
1ssuable hereunder. each duly executed on behalf of the Company and 1s5ued hereunder

(m)  “Closing Date” means the date on which one of the three (3) Closings are
held. which are the Signing Closing Date. the Second Closing Date and the Thard Closing Date.

(v)  [Reserved]
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) “Commutment Fee" shall have the meanng ascribed to such term in
Section 12(a).

{vi) “Commeon Stock™ shall have the meanmg ascribed to such term in the
Recitals.

(vi1) “"Conversion Amount” shall mean the Conversion Amount as defined in
the Debentures. provided, however that for purposes of the foregoing calculation, the full
mdebtedness under the Debentures shall be deemed immediately convertible, notwithstanding
the 4.99% limitation on ownership set forth in the Debentures.

(vii1) “Conversion Price” means the Conversion Price as defined in the
Debentures

(1x) “Conversion Shares” means the shares of Common Stock issuable upon
conversion of the Debentures

(x) “DWAC Operational’ means that the Common Stock 15 eligible for
cleanng through the Depository Trust Company ("DTC™) via the DTC's Deposit Withdrawal
Agent Comnussion or "DWAC™ system and active and in good standing for DWAC issuance by
the Transfer Agent (as defined herem})

(xt) “Dollars” or “$" means United States Dollars.
(xu) “Exchange Act” means the Securities Exchange Act of 1934, as amended.

{(xm1) “Investments” means Peak One Investments, LLC. the general partner of
the Buyer

(x1v)  “lrrevocable Resolutions’ has the meaning set forth m Section 8(1)

(xv) “Market Price of the Common Stock™ means (x) the closing bid price of
the Commen Stock for the penod indicated in the relevant provision hereof (unless a different
relevant period is specified i the relevant provision), as reported by Bloomberg, LP or, if not so
reported, as reported on the OTCQB. OTCQX or OTC Pink or (v) if the Commeon Stock s listed
on a stock exchange. the closing price on such exchange. as reported by Bloomberg LP

(xv1) “Matenal Adverse Effect” means a matenal adverse effect on the
business. operations or condition (financial or otherwise) or results of operation of the Company
and its Subsicdharies taken as a whole, i the reasonable commercial discretion of the Buyer,
wrrespective of any finding of fault, magnitude of Liability (or lack of financial Lability). Without
lhimating the generality of the foregoing. the occurrence of any of the following. in the reasonable
commercial discretion of the Buver, shall be considered a Matenal Adverse Effect: (1) any final
money, judgment, writ or warrant of attachment, or sinular process (including an arbitral
determination) mn excess of Fiftv Thousand Dollars (350,000) shall be entered or filed against the
Company or any of its Subsidianies (including, 1 any event. products habality claums agamst the
Company or its Subsidiaries), (11) the suspension or withdrawal of any governmental authonity or




permit pertamung to a material amount of the Company's or any Subsidiary’s products or
services, (1) the loss of any matenal insurance coverage (including, in any case, comprehensive
general hability coverage, products liability coverage or directors and officers coverage, in each
case m effect at the tme of execution and delivery of this Agreement). (iv) an action by a
regulatory agency or governmental body affecting the Common Stock (mcluding, without
hinutation, (1) the commencement of any regulatory wvestigation of which the Company 15
aware, the suspension of trading of the Common Stock by the Financial Industry Regulation
Authority ("FINRA"), the SEC. the OTC Bulletin Board ("OTCBB") or the OTC Markets
Group, Inc.. the falure of the Common Stock to be DTC eligible or the placing of the Common
Stock on the DTC “chull Iist” or (2) the engaging in any market manipulation or other unlawful
or improper trading or other activity by any Affiliate), (v) the Company’s mdependent registered
accountants shall resign under circumstances where a disagreement exists between the Company
and its independent registered accountants, (vi) the Company shall fail to timely file any
disclosure document as required by applicable federal or state secunties laws and regulations or
by the rules and regulations of any exchange. trading market or quotation system to which the
Company or the Common Stock is subject, or (vir) the Chief Executive Officer of the Company
or any other key full-ime officer or director of the Company, shall, for any reason (including,
without Linutation. ternunation. résignation. retirement, death or disabilaty) cease to act on behalf
of the Company in the same role and to the same extent as his or her mvolvement as of the date
of execution and delivery of this Agreement.

(xvn) “Person” means any living person or any enbty. such as. but not
necessarily limited to, a corporation, parinership or trust.

{(xvm) “Purchase Price” means the price that the Buyer pays for the Debentures at
each respective Closing, which are the Signing Purchase Price, the Second Purchase Price and
the Third Closing Price, as the case may be.

{(x1x) “Registrable Secunties” shall mean the Conversion Shares. the Restricted
Stock 1ssued to Investments pursuant to Section 12(a) and, to the extent applicable, and any other
shares of capital stock or other securities of the Company or any successor to the Company that
are 1ssued upon exchange of Conversion Shares and/or such Restricted Stock.

{(xx) “Registration Statement’ shall mean a registration statement on Form S-1
(or any successor thereto) filed or contemplated to be filed by the Company with the SEC under
the Securities Act

(xx1) “Restricted Stock” shall mean shares of Common Stock which are not
freely trading shares when issued

(xxn) “Secunties” means the Debentures and the Shares
(xx111) “Shares means the Conversion Shares.

(xx1v) “Second Closing Date” shall have the meaning ascribed to such term in
Section 6(b).




(xxv) “Second Debenture” means the second of the three (3) Debentures, in the
principal amount of One Hundred Fifty Thousand and 00/100 Dollars ($150.000.00). which s
1ssued by the Company to the Buyer on the Second Closing Date.

(xxv1) “Second Purchase Price” shall be One Hundred Thirty Five Thousand and
00/100 Dollars ($135,000.00)

{xxvi1) “Sigming Closing Date” shall have the meaning ascribed to such term in
Section 6(a).

(xxviit) "Signing Debenture” means the first of the three (3) Debentures, in the
principal amount of One Hundred Thousand and 00/100 Dollars ($100.000.00). to be issued by
the Company to the Buyer on the Signing Closing Date

(xx1x) “Sigming Purchase Price” shall be Minety Thousand and 00/100 Dollars
($90,000.00},

{xxx) “Subsidiary” shall have the meamng ascnibed to such term in Section 3(b).

(xxx1) “Thard Closing Date” shall have the meamng ascribed to such term m
Section 6(c).

(xxx11) “Thard Debenture” means the thurd of the three (3) Debentures, m the
principal amount of One Hundred Fifty Thousand and 00/100 Dollars ($150.000.00). which 1s
1ssued by the Company to the Buyer on the Third Closing Date.

{(xxx111) “Third Purchase Price” shall be One Hundred Tharty Five Thousand and
00/100 Dollars ($135,000.00).

(xxx1v} “Transaction Documents” means. collectively. this Agreement. the
Debentures, the Transfer Agent Instruction Letter. the Irrevocable Resolutions and the other
agreements, documents and mstruments contemplated hereby or thereby

{xxxv) “Transfer Agent” shall have the meaning ascribed to such term in Section
4a)

(xxxv1) “Transfer Agent Instruction Letter” shall have the meamng ascribed to
such term i Section 5(a).

b Purchase and Sale of Debeniures.

(1) The Buver agrees to purchase from the Company, and the Company
agrees to sell to the Buyer, the Debentures on the terms and conditions set forth below in this
Agreement and the other Transaction Documents




(1)  Subject to the terms and conditions of this Agreement and the other
Transaction Documents, the Buver will purchase the Debentures at certamn closings (each. a
“Closmng ) to be held on certain respective Closing Dates.

¢ [Reserved]
()  [Reserved)
(1)  [Reserved]

2. BUYER’'S REPRESENTATIONS, WARRANTIES, ETC.

The Buyer represents and warrants to, and covenants and agrees with, the Company as
follows:

a  Investment Purpose. Without hm:ting the Buver's nght to sell the Shares
pursuant to a Registration Statement, Buver 15 purchasing the Debentures, and wall be acquinng
the Conversion Shares, for its own account for investment only and not with a view towards the
public sale or distibution thereof and not with a view to or for sale in connection with any
distnbution thereof.

b. Accredited Investor Status. Buver 1s (1) an “accredited investor” as that
term 15 defined i Rule 501 of the General Rules and Regulations under the 1933 Act by reason
of Rule 301(a)(3). (i) expenenced in making investments of the kind descnbed i this
Agreement and the related documents. (1) able, by reason of the business and financial
expenence of its officers (if an enhity) and professional advisors (who are not affilated with or
compensated in any way by the Company or any of its affiliates or selling agents). to protect its
own interests m connection with the transactions descnibed in this Agreement, and the related
documents. and (1v) able to afford the entire loss of its investment in the Secunties.

¢ Subsequent Offers and Sales. All subsequent offers and sales of the
Secunities by the Buyer shall be made pursuant to registration of the Shares under the 1933 Act
or pursuant to an exemption from registration and comphance with applicable states’ secunties
laws.

d Reliance on Exemptions. Buver understands that the Securities are being
offered and sold to it in reliance on specific exemptions from the registration requirements of
Unated States federal and state securities laws and that the Company 15 relving upon the truth and
accuracy of and the Buver's compliance with, the representations, warranties, agreements,
acknowledgments and understandings of the Buyer set forth herein in order to determune the
availabality of such exemptions and the eligibality of the Buyer to acquure the Securities

¢ Information. Buyer and its advisors have been furnished with all materials
relating to the business. finances and operations of the Company and matenals relating to the
offer and sale of the Secunties which have been requested by the Buver. Buver and its advisors
have been afforded the opportumty to ask questions of the Company and have recerved complete




and satisfactory answers to any such mquines. Without limiting the generality of the foregong,
Buyer has also had the opportunity to obtain and to review the Company’'s Annual Report on
Form 10-K for the fiscal vear ended March 31, 2016, and Quarterly Report on Form 10-Q for the
fiscal quarters ended June 30, 2016, September 30, 2016, and December 31, 2016 (collectively,
the "SEC Documents’)

f Iovestment Risk. Buyer understands that its mvestment i the securities
constitutes high risk investment. its investment in the Securities involves a high degree of nsk,
mcluding the risk of loss of the Buver's entire investment.

g. Governmental Review. Buver understands that no Umted States federal or
state agency or any other govemment or governmental agency has passed on or made any
recommendation or endorsement of the Securities,

h  Organization; Authorization. Buyer 1s duly orgamzed, validly existing and
i good standing under the laws of the junisdiction of its orgamzation. This Agreement and the
other Transaction Documents have been duly and validly authonzed, executed and delivered on
behalf of the Buver and create a valid and binding agreement of the Buyer enforceable in
accordance with its terms, subject as to enforceabihity to general principles of equity and to
bankruptcy, msolvency, moratornum and other similar laws affecting the enforcement of
creditors” nghts generally

1. Residency. The state 1 which any offer to sell Secunties hereunder was
made to or accepted by the Buyer is the state shown as the Buyer's address contained herein, and
Buver 15 a resident of such state only

3. COMPANY REPRESENTATIONS AND WARRANTIES, ETC.
The Company represents and warrants to the Buyer that:

a. Concerning the Debentures and the Shares. There are no preemptive rights
of any stockholder of the Company to acquire the Debentures or the Shares.

b. Organization; Subsidiaries; Reporting Company Status. Attached hereto
as Schedule 3(b) 1s an orgamzational chart describing all of the Company’'s wholly-owned and
majority-owned subsicharies (the “Subsidianies™) and other Affiliates. including the relationships
among the Company and such Subsidianes, including as to each Subsidiary its junsdiction of
orgamzation and the percentage of ownership held by the Company. and the parent company of
the Subsiciary. mcluding the percentage of ownership of the Company held by it. The Company
and each Subsidiary 15 a corporation or other form of businesses entity duly orgamzed, validly
existing and 1 good standing under the laws 1ts respective jurisdiction of organization. and each
of them has the requisite corporate or other power 1o own its properties and to carry on its
business as now being conducted The Company and each Subsidhary 15 duly qualified as a
forsign corporation or other entity to do business and 15 in good standing in each jurisdiction
where the nature of the busmess conducted or property owned by it makes such qualification
necessary. other than those jurisdictions in which the failure to so qualify would not have a




Matenial Adverse Effect. The Common Stock 1s listed and traded on the OTC Pink Market of the
OTC Markets Group, Inc. (trading symbol: SHMP). The Company has received no notice, either
oral or wrtten, from FINRA. the SEC, or any other organization. with respect to the continued
ehgibility of the Common Stock for such hsting, and the Company has mamtaned all
requirements for the continuation of such listing. The Company 15 an operating company in that.
among other things (A) o pnmanly engages, wholly or substantially, duectly or mdwrectly
through a majority owned Subsidiary or Subsidiaries, in the production or sale, or the research or
development. of a product or service other than the investment of capital. (B) it 1s not an
mchividual or sole proprnietorshap, (C) 1t 1s not an entity with no specific business plan or purpose
and 1ts business plan 1s not to engage m a merger or acquisition with an umdentified company or
compames or other entity or person, and (D) 1t intends to use the proceeds from the sale of the
Debentures solely for the operation of the Company's business and uses other than personal,
family, or household purposes,

¢ Authorized Shares. Schedule 3(c) sets forth all capital stock and denvative
secunties of the Company that are authonzed for 1ssuance and that are 1ssued and outstanding.
All 1ssued and outstanding shares of Common Stock have been duly authonzed and vahdly
1ssued and are fully paid and nonassessable. The Company has sufficient authonzed and
unissued shares of Common Stock as may be necessary to effect the issuance of the Shares,
assuming the prior issuance and exercise. exchange or conversion, as the case may be. of all
denivative secunihies authonzed, as indicated in Schedule 3(c). The Shares have been duly
authonzed and. when 1ssued upon conversion of. or as mterest on. the Debentures, the Shares
will be duly and validly issued. fully paid and non-assessable and will not subject the holder
thereof to personal hability by reason of bemng such holder. At all tumes, the Company shall keep
available and reserved for issuance to the holders of the Debentures shares of Common Stock
duly authonized for 1ssuance agamst the Debentures.

d  Authorization. This Agreement, the 1ssuance of the Debentures (including
without limutation the mncurrence of indebtedness thereunder), the issuance of the Conversion
Shares under the Debentures. and the other transactions contemplated by the Transaction
Deocuments, have been duly, vahidly and wrevocably authonzed by the Company, and this
Agreement has been duly executed and delivered by the Company, The Company’'s board of
directors, in the exercise of its fiduciary duties, has irrevocably approved the entry into and
performance of the Transaction Documents, meluding, without hmutation the sale of the
Debentures and the issuance of Conversion Shares, based upon a reasonable inquiry concerning
the Company s financing objectives and financial situation. Each of the Transaction Documents,
when executed and delivered by the Company, are and will be, valid, legal and binding
agreements of the Company. enforceable in accordance with their respective terms, subject as to
enforceability to general principles of equity and to bankruptcy, msolvency. moratorium, and
other similar laws affecting the enforcement of creditors” rights generally.

e. Nom-contravention. The executon and delivery of the Transaction
Documents. the 1ssuance of the Secuntes and the consummation by the Company of the other
transactions contemplated by this Agreement and the Debentures (including without limitation
the incurrence of mdebtedness thereunder) do not and will not conflict with or result in a breach
by the Company of any of the terms or provisions of, or constitute a default under (1) the articles




of incorporation or by-laws of the Company, each as currently mn effect, (1) any indenture,
mortgage. deed of trust, or other matenal agreement or mstrument to which the Company 15 a
party or by which it or any of its properties or assets are bound, including any listing agreement
for the Commeon Stock, except as herem set forth or an event which results in the creation of any
lien, charge or encumbrance upon any assets of the Company or the tnggenng of any anti-
dilution nights, nghts of first refusal or first offer on the part of holders of the Company’s
securities, (ii1) to its knowledge, any existing applicable law. rule, or regulation or any applicable
decree, judgment. or order of any court. United States federal or state regulatory body,
admumistrative agency. or other governmental body having junsdiction over the Company or any
of its properties or assets, or (iv) the Company’s listing agreement for its Common Stock (if
applicable)

f Approvals. No authorization. approval or consent of any court, governmental
body, regulatory agency, self-regulatory orgamzation, or stock exchange or market or the
stockholders of the Company 15 required to be obtained by the Company for the entering mto and
performing this Agreement and the other Transaction Documents (including without limtation
the issuance and sale of the Securities to the Buver as contemplated by this Agreement) except
such authonzations. approvals and consents that have been obtamed. or such authonzations,
approvals and consents, the failure of which to obtain would not have a Matenial Adverse Effect.

g SEC Filings; Rule 144 Status. None of the SEC Documents contamed, at
the time they were filed, anv untrue statement of a matenial fact or omatted to state any matenal
fact required to be stated therein or necessary to make the statements made theremn in light of the
circumstances under which they were made, not musleading  The Company tumely filed all
requisite forms, reports and exhibits thereto with the SEC as requured.  The Company 15 not
aware of any event occurming on or prior to the execution and delivery of this Agreement that
would require the filing of, or with respect to which the Company intends to file, a Form 8-K
after such time. The Company satisfies the requirements of Rule 144(1)(2). and the Company
shall continue to satisfy all applicable requirements of Rule 144 (or any successor thereto) for so
long as any Secunties are outstanding and not registered pursuant to an effective registration
statement filed with the SEC

h Absence of Certain Changes. Since December 31, 2016. when viewed from
the perspective of the Company and 1ts Subsidianes taken as a whole, there has been no matenal
adverse change and no material adverse development in the business, properties. operations.
condition (financial or otherwise), or results of operations of the Company and its Subsidianes
(including. without limstation, a change or development which constitutes. or with the passage of
time 1s reasonably likely to become, a Material Adverse Effect), except as disclosed in the SEC
Documents. Since December 31, 2016, except as provided in the SEC Documents, the Company
has not (1) incurred or become subject to any material liabilities (absolute or contingent) except
habihities incurred in the ordinary course of business consistent wath past practices: (u)
discharged or sansfied any material hen or encumbrance or paid any matenal obligation or
liability (absolute or contingent). other than current habilities paid in the ordinary course of
business consistent with past practices; (1) declared or made any pavment or distribution of cash
or other property to stockholders with respect to its capital stock, or purchased or redeemed, or
made any agreements to purchase or redeem, any shares of 1ts capital stock: (1v) sold. assigned or




transferred any other tangible assets, or canceled any debts or claims, except in the ordinary
course of busmess consistent with past practices: (v) suffered any substantial losses or waived
any rights of material value, whether or not in the ordinary course of business, or suffered the
loss of any matenal amount of existing business. (vi) made any changes m employee
compensation. except in the ordmary course of business consistent with past practices. or (vu)
expenenced any matenal problems with labor or management in connection with the terms and
conditions of their employment

1. Full Disclosure. There is no fact known to the Company (other than general
economic conditions known to the public generally or as disclosed in the SEC Documents) that
has not been disclosed m wnting to the Buyer that (1) would reasonably be expected to have a
Matenal Adverse Effect, (1) would reasonably be expected to matenally and adversely affect the
ability of the Company to perform its obligations pursuant to the Transaction Docuoments, or (i11)
would reasonably be expected to matenally and adversely affect the value of the nights granted to
the Buyer in the Transaction Documents

1. Absence of Litigation. Except as described m the SEC Documents, there 1s
no action, swt. proceeding. nquiry or mvestigation before or by any court, public board or body
pending or, to the knowledge of the Company, threatened against or affecting the Company,
wherein an unfavorable decision, ruling or finding would have a Material Adverse Effect or
whach would adversely affect the validity or enforceabality of. or the authonty or abulity of the
Company to perform its obligations under. any of the Transaction Documents. The Company 1s
not a party to or subject to the provisions of, any order, wnit, ijunction, judgment or decree of
any court or government agency or mstrumentality which could reasonably be expected to have a
Matenial Adverse Effect.

k  Absence of Liens. The Company’s assets are not encumbered by anv Lens or
mortgages except as described in the SEC Documents

1. Absence of Events of Default. No event of default (or its equuvalent term),
as defined in the respective agreement, indenture, mortgage, deed of trust or other mstrument, to
which the Company is a party. and no event which, with the giving of notice or the passage of
time or both, would become an event of default (or its equivalent term) (as so defined m such
document), has occurred and is continuing, which would have a Matenial Adverse Effect.

m. No Undisclosed Liabilities or Events. The Company has no habihities or
obligations other than those disclosed in the SEC Documents or those wncurred in the ordinary
course of the Company's busmess since December 31, 2016, and which individually or in the
aggregate, do not or would not have a Matenial Adverse Effect. No event or circumstances has
occurred or exists with respect to the Company or its properties, business, condition (financial or
otherwise), or results of operations, which, under applicable law, rule or regulation, requires
public disclosure or announcement prior to the date hereof by the Company but wluch has not
been so publicly announced or disclosed  There are no proposals currently under consideration
or currently anticipated to be under consideration by the Board of Directors or the executive
officers of the Company which proposal would (x) change the articles of incorporation. by-laws
or any other charter document of the Company. each as currently in effect. with or wathout




shareholder approval, which change would reduce or otherwise adversely affect the nghts and
powers of the shareholders of the Common Stock or () matenally or substantially change the
business, assets or capital of the Company.

n No Integrated Offering. Neither the Company nor any of its affiliates nor
any Person acting on 1ts or thew behalf has, directly or mdwrectly, at any time dunng the six
month period immediately prior to the date of this Agreement made any offer or sales of any
security or solicited any offers to buy any security under circumstances that would eliminate the
availability of the exemption from registration under Rule 506 of Regulation D mn connection
with the offer and sale of the Securities as contemplated hereby.

o Dilation. The number of Shares 1ssuable upon conversion of the Debentures
may mcrease substantially in certamn circumstances, including, but not necessarily limited to, the
circumstance wherein the Market Price of the Common Stock declines prior to the conversion of
the Debentures. The Company's executive officers and directors have studied and fully
understand the nature of the secunities being sold hereby and recogmze that they have a potential
dilutive effect and further that the conversion of the Debentures and/or sale of the Conversion
Shares may have an adverse effect on the Market Price of the Common Stock. The Board of
Directors of the Company has concluded, in its good faith business judgment that such issuance
15 in the best interests of the Company. The Company specifically acknowledges that its
obligation to 1ssue the Conversion Shares upon conversion of the Debentures 15 binding upon the
Company and enforceable regardless of the dilution such issuance may have on the ownership
%s of other shareholders of the Company.

p. Regulatory Permits. The Companv has all such permuts, easements,
consents, licenses, franchises and other governmental and regulatory authonzations from all
appropniate federal, state, local or other public authonties (“Pernmuts”) as are necessary to own
and lease its properties and conduct its businesses in all material respects in the manner
described in the SEC Documents and as currently being conducted.  All such Permuts are mn full
force and effect and the Company has fulfilled and performed all of 1ts matenal obligations with
respect to such Permuats, and no event has occurred that allows, or after notice or lapse of tune
would allow, revocation or termunation thereof or will result in any other matenial impairment of
the rights of the holder of any such Permut, subject in each case to such qualification as may be
disclosed i the SEC Documents. Such Permuts contamn no restnictions that would matenally
wmpair the ability of the Company to conduct businesses in the manner consistent with 1ts past
practices. The Company has not received notice or otherwise has knowledge of any proceeding
or action relating to the revocation or modification of any such Pernut

q. Residency. The state in which any offer to sell Secunities hereunder was
made or accepted by the Seller 1s the state shown as the Seller’s address contained herein, and
Seller 1s a resident of such state only

r. Hazardous Materials. The Company 15 m compliance with all applicable

Environmental Laws in all respects except where the failure to comply does not have and could
not reasonably be expected to have a Material Adverse Effect. For purposes of the foregomng:
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“Environmental Laws™ means, collectively, the Comprehensive Environmental
Response, Compensation and Liability Act of 1980, as amended, the Superfund Amendments
and Reauthonization Act of 1986, the Resource Conservation and Recovery Act., the Toxic
Substances Control Act, as amended, the Clean Aur Act. as amended, the Clean Water Act, as
amended. any other “Superfund” or “Superhen” law or any other applicable federal. state or local
statute, law, ordinance, code, rule, regulation, order or decree regulating, relating to, or imposing
liabality or standards of conduct concerning, the environment or any Hazardons Material

“Hazardous Matenal” means and includes any hazardous, toxic or dangerous
waste, substance or matenal, the generation. handling, storage. disposal, treatment or emaission of
whach 15 subject to any Environmental Law

5. Independent Public Accountants. The Company s auditor, Turner, Stone,
& Company, LLP. is an independent registered public accounting firm with respect to the
Company, as requured by the 1933 Act, the Exchange Act and the rules and regulations
promulgated thereunder

t. Internal Accounting Controls. The Company mamtains a svstem of internal
accounting controls sufficient to provide reasonable assurances that (1) transactions are executed
in accordance with management s general or specific authorization: (2) transactions are recorded
as necessary to permat preparation of financial statements i conformaty with generally accepted
accounting principles and to mamtain accountability for assets: (3) access to assets 15 permutted
only 1 accordance with management's general or specific authonzation; and (4) the recorded
accountabalaty for assets 15 compared with existing assets at reasonable intervals and appropnate
action 15 taken with respect to any differences

u  Brokers. No Person (other than the Buyer and its pnincapals, emplovees and
agents) is entitled to receive any consideration from the Company or the Buver arising from any
finder's agreement, brokerage agreement or other agreement to which the Company 15 a party

v. DWAC Operational; DRS. The Company 15 currently and shall reman
DWAC Operational and eligible for DRS

4. CERTAIN COVENANTS AND ACKNOWLEDGMENTS.

a Transfer Restrictions. The parties acknowledge and agree that (1) the
Debentures have not been registered under the provisions of the 1933 Act and the Shares have
not been registered under the 1933 Act, and may not be transferred unless (A) subsequently
registered thereunder or (B) the Securities to be sold or transferred may be sold or transferred
pursuant to an exemption from such registration: (2) any sale of the Secunities made in reliance
on Rule 144 promulgated under the 1933 Act ("Rule 144") may be made only in accordance with
the terms of Rule 144 and further, 1if Rule 144 1s not applicable. any resale of such Secunties
under circumstances m which the seller. or the Person through whom the sale 15 made, may be
deemed to be an undenvnter, as that term 15 used in the 1933 Act, may require compliance with
some other exemption under the 1933 Act or the rules and regulations of the SEC thereunder, (3)
at the request of the Buyer, the Company shall, from time to time, within two (2) business days




of such request, at the sole cost and expense of the Company, either (1) deliver to its transfer
agent and registrar for the Common Stock (the “Transfer Agent™) a written letter mstructing and
authonizing the Transfer Agent to process transfers of the Shares at such time as the Buyer has
held the Secunties for the mimmum holding period permitted under Rule 144, subject to the
Buyer's providing to the Transfer Agent certain customary representations contemporaneously
with any requested transfer, or (1) at the Buyer's option or if the Transfer Agent requires further
confirmation of the availability of an exemption from registration, furnish to the Buver an
opinion of the Company’s counsel in favor of the Buyer (and. at the request of the Buver. any
agent of the Buyer, including but not limited to the Buver's broker or clearmmg firm) and the
Transfer Agent. reasonably satisfactory in form. scope and substance to the Buyer and the
Transfer Agent, to the effect that a contemporaneously requested transfer of shares does not
require registration under the 1933 Act, pursuant to the 1933 Act, Rule 144 or other regulations
promulgzated under the 1933 Act and (4) nesther the Company nor any other Person 15 under any
obligation to register the Securnities (other than pursuant to this Agreement) under the 1933 Act
or to comply with the terms and conditions of any exemption thereunder

b Restrictive Legend. The Buyer acknowledges and agrees that the
Debentures, and, until such time as the Shares have been registered under the 1933 Act as
contemplated hereby and sold in accordance with an effective Registration Statement, certificates
and other instruments representing anvy of the Secunties shall bear a restnictive legend in
substantially the following form (and a stop-transfer order mayv be placed agamst transfer of any
such Secunties):

THIS SECURITY HAS NOT BEEN REGISTERED WITH THE
SECURITIES AND EXCHANGE COMMISSION OR THE
SECURITIES COMMISSION OF ANY STATE IN RELIANCE UPON
AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES
ACT OF 1933. AS AMENDED (THE “SECURITIES ACT"). AND.
ACCORDINGLY., MAY NOT BE OFFERED OR SOLD EXCEPT
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT
UNDER. THE SECURITIES ACT OR PURSUANT TO AN
AVAILABLE EXEMPTION FROM, OR IN A TRANSACTION NOT
SUBJECT TO. THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT AND IN ACCORDANCE WITH APPLICABLE
STATE SECURITIES LAWS AS EVIDENCED BY A LEGAL
OPINION OF COUNSEL TO THE TRANSFEROR TO SUCH EFFECT,
THE SUBSTANCE OF WHICH SHALL BE REASONABLY
ACCEPTABLE TO THE COMPANY.

¢ Piggy-Back Registration Rights. From and after the Signing Closing Date
and until eighteen (18) months after the Signing Closing Date, if the Company contemplates
making an offering of Common Stock (or other equty securiies convertible mto or
exchangeable for Commeon Stock) registered for sale under the Secunties Act or proposes to file
a Registration Statement covernng any of its securities, the Company shall at each such time give
prompt written notice to Investments and Buver of its intention to do so and of the registration
nghts granted under this Agreement. Upon the wnitten request of Investments and/or Buyer




made within tharty (30) days after the receipt of any such notice (which request shall specify the
Repstrable Secunties intended to be disposed of by Investments and/or Buver and the mtended
method of disposition thereof), the Company shall, at its sole cost and expense, use its best
efforts to effect the remstration of all Registrable Secunities which the Company has been so
requested to register by Investments and/or Buver. to the extent requisite to pernut the
disposition (i accordance with the mtended methods of disposition) of the Registrable Secunties
by Investments and'or Buver, by inclusion of such Registrable Securities in the Registration
Statement which covers the securities which the Company proposes to register. provided. that if
the Company 1s unable to register the full amount of Registrable Secunties in an “at the market
offering” under SEC rules and regulations due to the lugh percentage of the Company’s
Common Stock the Registrable Secunnes represents (giving effect 1o all other securities being
registered 1n the Registration Statement), then the Company may reduce, on a pro rata basis, the
amount of Registrable Secunties subject to the Registration Statement to a lesser amount which
equals the maximum number of Registrable Secunities that the Company 1s permutted to register
i an “at the market offering”. and provided. further. that if at any time after giving wntten
notice of its mtention to register any Registrable Secunties and prior to the effective date of the
Regstration Statement filed in connection with such registration. the Company shall determine
for anv reason either not to register or to delay registration of such Registrable Securities, the
Company may, at its election, give written notice of such determunation to Investments and/or
the Buver and, thereupon, (1) in the case of a determination not to register, the Company shall be
relieved of its obhgation to register any Registrable Securities in conmection with such
registration (but not from its obligation to pay the expenses of registralion i connection
therewith). and (1) m the case of a determination to delay registering such Registrable Securities.
shall be pernutted to delay regustening any Registrable Secunties, for the same peniod as the
delay in registering such other secunties. If Buyer shall have transferred all or part of its
Registrable Securities, then for purposes of this Section, the term “Buyer ™ shall reference Buyer
and/or such transferee(s)

d Securities Filings. The Company undertakes and agrees to make all
necessary filings (including, without limitaton. a Form D) 1n connection with the sale of the
Secunties to the Buyer required under any Umited States laws and regulations apphcable to the
Company (mcluding without limitation state “blue sky™ laws), or by any domestic securities
exchange or trading market. and to provide a copy thereof to the Buver promptly after such
filing,

e Reporting Status; Public Trading Market; DTC Eligibility. So long as the
Buver and‘or Investments beneficially own any Secuntes, (1) the Company shall timely file,
prior to or on the date when due, all reports that would be required to be filed with the SEC
pursuant to Section 13 or 15(d) of the Exchange Act if the Company had secunties registered
under Section 12(b) or 12(g) of the Exchange Act. (11) the Company shall not be operated as, or
report, to the SEC or any other Person, that the Company 1s a “shell company” or mndicate to the
contrary to the SEC or any other Person: (m1) the Company shall take all other action under its
control necessary to ensure the availability of Rule 144 under the 1933 Act for the sale of Shares
by the Buver at the earliest possible date: and (iv) the Company shall at all times while any
Securities are outstanding mamntain its engagement of an independent registered public
accounting firm. Except as otherwise set forth m Transaction Documents, the Company shall




take all action under its control necessary to obtain and to continue the listing and trading of its
Common Stock (includmg, without hmutation, all Registrable Secunities) on the OTC Markets,
Inc. ("OTCM") on the OTC Punk ("OTCP™), OTCQB ("OTCQB™). or OTCQX ("OTCQX"), and
will comply 1 all matenal respects with the Company ‘s reporting. filing and other obligations
under the by-laws or rules of the Financial Industry Regulatory Authority ("FINRA™). If so
long as the Buyer and/or Investments beneficially own any of the Secunties, the Company
receives any written notice from the OTCM, FINRA, or the SEC with respect to either any
alleged deficiency in the Company’s compliance with applicable rules and regulations (including
without hmutation any comments from the SEC on any of the Company s documents filed (or the
failure to have made any such filing) under the 1933 Act or the Exchange Act) (each. a
“Regulatory Notice™), then the Company shall promptly, and m any event within two (2)
business days, provide copies of the Regulatory Notice to the Buyer, and shall promptly, and
any event within five (3) business days of receipt of the Regulatory Notice (a "Regulatory
Response”), respond in writing to the OTCM, FIRNA and'or SEC (as the case may be), setting
forth the Company’s explanation and/or response to the issues raised in the Regulatory Notice,
with a view towards maintaming and/or regaiung full comphance with the applicable rules and
regulanons of the OTCM, FIRNA and/or SEC and mamtaimng or regaming good standing of the
Company with the OTCM. FINRA and'or SEC. as the case may be, the intent being to ensure
that the Company mamntain its reporting company status with the SEC and that its Common
Stock be and remain available for trading on the OTCP, OTCQB, or OTCQX. Further, at all
times whle any Secunties are outstanding, the Commeon Stock shall be DWAC Operational. and
the Commeon Stock shall not be subject to any DTC “clull” designation or sinular restnction on
the clearing of the Common Stock through DTC.

f Use of Proceeds. The Company shall use the proceeds from the sale of the
Debentures for working capital purposes only subject to customary restrictions. Absent the prior
wnitten approval of a majonty of the pnncipal amount of the Debentures then outstanding, the
Company shall not use any portion of the proceeds of the sale of the Debentures to (1) repay any
indebtedness or other obligation of the Company mcurred prior to the date of this Agreement
outside the normal course of business. (11) pay any dividends or redemption amount on any of the
Company’'s equuty or equuty equivalents, (iu) pay any amounts, whether on account of debt
obligations of the Company or otherwise. except for compensation, to any officer. director or
other related party of the Company or (iv) pay deferred compensation or any compensation to
any of the directors or officers of the Company in excess of the rate or amount paid or acerued
during the fiscal vear ended March. 2016 (as base compensation and excluding any discretionary
amounts), other than modest increases consistent wath prior practice that are approved by the
Company s Board of Directors

g Available Shares. Commencing on the date of execution and delivery of this
Agreement. the Company shall have and maintain authonzed and reserved for 1ssuance, free
from preemptive rights, that number of shares equal to Five Hundred percent (300%) of the
number of shares of Common Stock (1) issuable based upon the conversion of the then-
outstanding Debentures (mcluding accrued interest thereon) as may be required to satisfy the
conversion rights of the Buyer pursuant to the terms and conditions of the Debenture Debenture
(without giving effect to the 4.99% Limitation on ownership as set forth in the Debentures),
provided, however that for purposes of the foregoing calculation, the full mdebtedness under the




Debentures shall be deemed mmmediately convertible and (2} issuable to the Buyer on future
Closmmg Dates. based upon the lowest closing bid price per share of the Common Stock on the
date before the most recent Closing Date (as reported by Bloomberg LP). The Company shall
momtor 1ts compliance with the foregoing requirements on an ongoing basis. If at any nme the
Company does not have available an amount of authorized and non-1ssued Shares requured to be
reserved pursuant to this Section, then the Company shall, withowt notice or demand by the
Buyer, call within thirty (30) davs of such occwrence and hold within sixty (60) days of such
occurrence a special meeting of shareholders. for the sole purpose of increasing the number of
shares authonzed Management of the Company shall recommend to shareholders to vote m
favor of increasing the number of Common Stock authonzed at the meeting. Members of the
Company’s management shall also vote all of their own shares in favor of increasing the number
of Common Stock authonzed at the meeting. If the icrease in authonzed shares 15 approved by
the stockholders at the meeting, the Company shall implement the mncrease in authonzed shares
within one (1) business day following approval at such meeting. Alternatively. to the extent
permitted by applicable law. in lieu of calling and holding a meeting as described above. the
Company may, within thirty (30) days of the date when the Company does not have available an
amount of anthonzed and non-1ssued Shares required 10 be reserved as described above, procure
the written consent of stockholders to increase the number of shares authorized. and provide the
stockholders with notice thereof as may be required under applicable law (including without
limitation Section 14(c) of the Exchange Act and Regulation 14C thereunder). Upon obtaining
stockholder approval as aforesmid, the Company shall cause the appropriate increase in its
authonized shares of Common Stock within one (1) business day (or as soon thereafter as
permutted by applicable law). Company’'s failure to comply with these provisions will be an
Event of Default (as defined in the Debentures).

h  Reimbursement. If (1) Buyer and/or Investments becomes a party defendant
mn any capacity in any action or proceeding brought by any stockholder of the Company, n
connection with or as a result of the consummation of the transactions contemplated by the
Transaction Documents, or if the Buyer and/'or Investments 1s impleaded in any such action,
proceeding or mvestigation by any Person. or (u) the Buver and/'or Investments. other than by
reason of 115 own gross neglhgence, willful musconduct or breach of law (as adjudicated by a
court of law having proper junsdiction and such adjudication 1s not subject to appeal), becomes a
party defendant in any capacity in any action or proceeding brought by the SEC against or
mvolving the Company or in connection with or as a result of the consummation of the
transactions contemplated by the Transaction Documents. or if the Buyer or Investments 1s
impleaded in any such action, proceeding or wmvestiganon by any Person. then m any such case,
the Company shall promptly reimburse the Buver and/or Investments for its or thewr reasonable
legal and other expenses (including the cost of any investigation and preparation) mcurred in
connection therewith. The reimbursement obligations of the Company under this paragraph shall
be in addition to any hability which the Company may otherwise have. shall extend upon the
same ferms and conditions to any affiliates of the Buyer and/or Invesiments who are actually
named 1n such action, proceeding or investigation. and partners, directors, agents, employees and
controlling Persons (if any). as the case may be. of the Buyver. Investments and any such
Affiliate, and shall be binding upon and inure to the benefit of any successors, assigns, heirs and
personal representatives of the Company. the Buyer, Investments and any such Affiliate and any
such Person. Except as otherwise set forth mn the Transaction Documents, the Company also




agrees that neither any Buver, Investments nor any such Affiliate, partners, directors, agents,
employees or controlling Persons shall have any habihity to the Company or any Person asserting
claims on behalf of or in right of the Company in connection with or as a result of the
consummation of the Transaction Documents.

1. The Company shall provide the Transfer Agent and’or the Buyer, Investments
or their respective brokerage and‘or cleanng firm with all relevant legal opinions and other
documentation requested by the Buyer or Investments in connection with the 1ssuance of the
Conversion Shares or the Restricted Stock, or the sale thereof, to confirm the share issuance(s)
such that the Conversion Shares and'or Restncted Stock may be deposited with the applicable
brokerage and’or clearing firm

1. No Pavments to Affiliates or Related Parties. So long as any of the
Debentures remain outstanding. 1f the Debentures are in default. the Company shall not. absent
the prior wntten consent of the holders of all Debentures then outstanding. make any payments
to any of the Company’'s or the Subsidiaries” respective affiliates or related parties, including
without limitation payments or prepaviments of principal or interest accrued on anyv indebtedness
or obligation m favor of affibates or related parties. Notwithstanding anything to the contrary
contamned heremn, the provisions of this Section 4()) shall not apply to pavments to the
Subsidiaries. or other businesses in which affiliates have an interest. made in the ordinary course
of business and consistent with past practice as disclosed in the SEC Documents

k Notice of Material Adverse Effect. The Company shall notufy the Buyer
(and any subsequent holder of the Debentures), as soon as practicable and in no event later than
three (3) business days of the Company's knowledge of any Material Adverse Effect on the
Company. For purposes of the foregoing. “knowledge” means the earlier of the Company’s
actual knowledge or the Company s constructive knowledge upon due mquiry

1. Public Disclosure. Except to the extent required by applicable law, absent
the Buyver's prior written consent, the Company shall not reference the name of the Buyer m any
press release, secunities disclosure, business plan, marketing or funding proposal

m. Nature of Tramsaction; Savings Clause. It 15 the parties’ express
understanding and agreement that the ransactions contemplated by the Transaction Documents
constitute an investment and not a loan. If nonetheless such transactions are deemed to be a loan
(as adjudicated by a court of law having proper junsdiction and such adjudication 1s not subject
to appeal). the Company shall not be obligated or required to pav mterest at a rate that could
subject Buyer to either civil or crimunal liabality as a result of such rate exceeding the maximum
rate that the Buver 1s pemutted to charge under applicable law, and the Company's obligations
under the Transaction Documents shall not be void or voidable on the basis of the Buyer's lack
of any license or registraton as a lender with any govermmental authonty. It 15 expressly
understood and agreed by the parties that nesther the amounts payable pursuant to Section 12,
any redemption premium, remedy upon an Event of Default (as defined in the Debentures) or
any Acceleration Amount (as defined in the Debentures), onginal issue discount ner any
nvestment retums of the Buver on the sale of the Debentures or the sale of any Conversion
Shares (whether unrealized or realized) shall be construed as mterest. If. by the terms of the
Debentures, any other Transaction Document or any other mstrument. Buyer 1s at any tune
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required or obligated to pay interest at a rate exceeding such maximum rate, interest payable
under the Debenture and/'or such other Transaction Documents or other mnstrument shall be
computed (or recomputed) at such maximum rate, and the portion of all prior interest payments
(1f any) exceeding such maximum shall be applied to payment of the outstanding principal of the
Debentures.

5. TRANSFER AGENT INSTRUCTIONS.

a. Transfer Agent Instruction Letter. On or before the Signing Closing Date,
the Company shall urevocably instruct its Transfer Agent in writing using the letter substantially
in the form of Exlubit B annexed hereto. with only such modifications as the Buyer agrees to,
executed by the Company, the Buyer and the Transfer Agent (the "Transfer Agent Instruction
Letter ). to (1) reserve that number of shares of Common Stock as 1s required under Section 4(g)
hereof, and (1) issue Commeon Stock from tume to time upon conversion of the Debentures m
such amounts as specified from time to time by the Buyer to the Transfer Agent in a Notice of
Conversion, m such denomunations to be specified by the Buyer in connection with each
converston of the Debentures. The Transfer Agent shall not be restricted from 1ssung shares
from onlv the allotment reserved hereunder for the Conversion Amount (as defined m the
Debentures), but instead may, to the extent necessary to satisfy the amount of shares issuable
upon conversion, issue shares above and bevond the amount reserved on account of the
Conversion Amount, without any additional mstructions or authonization from the Company. and
the Company shall not provide the Transfer Agent with any mstructions or documentation
contrary to the foregomng. As of the date of this Agreement. the Transfer Agent is Island Stock
Transfer. The Company shall at all tumes while any Debentures are outstanding engage a
Transfer Agent which 15 a party to the Transfer Agent Instruction Letter, If for any reason the
Company s Transfer Agent is not a signatory of the Transfer Agent Instruction Letter while any
Debentures or Restnicted Stock are outstanding and held by the Buver and/or Investments, then
such Transfer Agent shall nonetheless be deemed bound by the Transfer Agent Instruction
Letter, and the Company shall neither (1) permit the Transfer Agent to disclaim. disregard or
refuse to abide by the Transfer Agent’s obligations, terms and agreements set forth in the
Transfer Agent Instruction Letter, nor (1) 15sue any mstructions to the Transfer Agent contrary to
the obligations. terms and agreements set forth in the Transfer Agent Instruction Letter . The
Company shall not terminate the Transfer Agent or otherwise change Transfer Agents without at
least fifteen (15) days pnior written notice to the Buyer and with the Buyer's prior wnitten
consent to such change, which the Buyer may grant or withhold in its sole discretion, The
Company shall contmuously momtor its comphance with the share reservation requurements and,
1if and to the extent necessary to increase the number of reserved shares to remain and be at least
Five Hundred percent (500%) of the Conversion Amount to account for any decrease in the
Market Price of the Common Stock. the Company shall immediately (and in any event within
two (2) business days) notify the Transfer Agent in wniting of the reservation of such additional
shares, provided that i the event that the number of shares reserved for conversion of the
Debentures 1s less than Five Hundred percent (500%) of the Conversion Amount, the Buyer may
also directly mstruct the Transfer Agent to mcrease the reserved shares as necessary to satisfy the
nummum reserved share requirement, and the Transfer Agent shall act accordingly, provided,
Surther, that the Company shall within two (2) business davs provide any written confirmation,
assent or documentation thereof as the Transfer Agent may request to act upon a share mcrease




mstruction delivered by the Buyer. The Company shall provide the Buyer with a copy of all
written instructions to the Company's Transfer Agent wath respect to the reservation of shares
simultaneously with the issuance of such mstructions to the Transfer Agent. The Company
covenants that no mstruction other than such wnstructions referred to i this Section 5 and stop
transfer instructions to give effect to Section 4{a) hereof prior to registration and sale of the
Conversion Shares under the 1933 Act will be given by the Company to the Transfer Agent and
that the Conversion Shares shall otherwise be freely transferable on the books and records of the
Company as and to the extent provided in this Agreement and applicable law. If the Buyer
provides the Company and/or the Transfer Agent with an opiion of counsel reasonably
satisfactory to the Company that registration of a resale by the Buyer of any of the Secunties in
accordance with clause (1)(B) of Section 4(a) of this Agreement 15 not requured under the 1933
Act, the Company shall (except as provided in clause (2} of Section 4(a) of this Agreement)
permit the de-legending or transfer of the Securities and, i the case of the Conversion Shares,
mstruct the Company's Transfer Agent to 1ssue one or more certificates for Common Stock
without legend in such name and i such denominations as specified by the Buyer

b. Conversion. (1) The Company shall permut the Buyer to exercise the nght to
convert the Debentures by faxmg, emaihing or delivening overmght an executed and completed
Notice of Conversion to the Company or the Transfer Agent If so requested by the Buyer or the
Transfer Agent, the Company shall within one (1) business day respond with its endorsement so
as to confirm the outstanding principal amount of any Debenture submatted for conversion or
shall reconcile any difference with the Buyer promptly after receiving such Notice of
Conversion

(1)  The term “Conversion Date” means, with respect to any conversion
elected by the holder of the Debentures, the date specified in the Notice of Conversion. provided
the copy of the Notice of Conversion 15 given either via mail or facsimile to or otherwise
delivered to the Transfer Agent and/or the Company in accordance with the provisions hereof so
that 1t 1s received by the Transfer Agent and/or the Company on or before such specified date.

(i) The Company shall deliver (or will cause the Transfer Agent to deliver)
the Conversion Shares 1ssuable upon conversion as follows: (1) if the Company is then DWAC
Operational. via DWAC. (2) if the Common Stock 1s then ehigible for the Depository Trust
Company’s Direct Registration System ("DRS7). if so requested by the Buver. or (3) if the
Company 1s not then DWAC Operanonal or the Commeon Stock 1s not then eligible for DRS, in
certificated form. to the Buyer at the address specified in the Notice of Conversion (which may
be the Buyer's address for notices as contemplated by Section 10 hereof or a different address)
via express courter, in each case within two (2) business days (the “Delivery Date”) after (A) the
business day on which the Company or the Transfer Agent has received the Notice of
Conversion (by facsimule, email or other delivery) or (B) the date on which payment of mterest
and principal on the Debentures. which the Company has elected to pay by the issuance of
Common Stock. as contemplated by the Debentures, was due, as the case may be.

¢. Failure to Timely Issue Conversion Shares or De-Legended Shares. The
Company s failure to issue and deliver Conversion Shares to the Buver (either by DWAC, DRS
or in certificated form. as required by Section 5(b)) on or before the Delivery Date shall be
considered an Event of Default, which shall enutle the Buyer to certain remedies set forth in the
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Debentures and provided by applicable law. Sumilarly, the Company's failure to issue and
deliver Common Stock m unrestrnicted form without a restnictive legend when requured under the
Transaction Documents shall entitle the Buver to damages for the dimmution in value (of anv) of
the relevant shares between the date delivery was due versus the date ultimately delivered in
unrestricted form. The Company acknowledges that its failure to timely honor a Notice of
Conversion (or the occurrence of any other Event of Default) shall cause definable financial
hardship on the Buver(s) and that the remedies set forth herein and in the Debentures are
reasonable and appropriate.

d. Duties of Company; Authorization. The Company shall informi the Transfer
Agent of the reservation of shares contemplated by Section 4{g) and this Section 5. and shall
keep current n its payment obligations to the Transfer Agent such that the Transfer Agent will
continue to process share transfers and the initial 1ssuance of shares of Common Stock upon the
conversion of Debentures, The Company hereby authorizes and agrees to authorize the Transfer
Agent to correspond and otherwise communicate with the Buver or their representatives in
connection with the foregomg and other matters related to the Common Stock, Further, the
Company hereby authonzes the Buyer or its representative to provide mstructions to the Transfer
Agent that are consistent with the foregoing and instructs the Transfer Agent to honor any such
mstructions. Should the Company fail for any reason to keep current in its pavment obligations
to the Transfer Agent. the Buyer and/or Investments may pay such amounts as are necessary to
compensate the Transfer Agent for perfornung its duties with respect to share reservation,
1ssuance of Conversion Shares and/or de-legending certificates representing Restnicted Stock.
and all amounts so paid shall be promptly reimbursed by the Company. If not so reumbursed
withan tharty (30) davs, such amounts shall, at the option of the Buver and wathout prior notice to
or consent of the Company. be added to the principal amount due under the Debenture(s) held by
the Buyer, whereupon interest will begin to accrue on such amounts at the rate specified mn the
Debentures

e. Effect of Bankruptcy. The Buyer shall be entitled to exercise its conversion
privilege with respect to the Debentures notwithstanding the commencement of any case under
11 US.C §101 et seq. (the “Bankmuptcy Code”). In the event the Company 15 a debtor under the
Bankruptey Code, the Company hereby waives, to the fullest extent permiutted. any nghts to
relief it may have under 11 US.C. §362 in respect of the Buyer's conversion privilege. The
Company hereby waives. to the fullest extent pernutted. any nghts to relief 1t may have under 11
U.S.C. §362 in respect of the conversion of the Debentures. The Company agrees. without cost
or expense to the Buyer, to take or to consent to any and all action necessary to effectuate relief

under 11 US.C. §362
6. CLOSINGS.

a. Signing Closing. Promptly upon the execution and delivery of thus
Agreement, the Sigmng Debenture, and all conditions in Sections 7 and & heremn are met (the
“Signing Closing Date”). (A) the Company shall deliver to the Buver the following: (1) the
Signing Debenture; (1) the Transfer Agent Instruction Letter: (111) duly executed counterparts of
the Transaction Documents; and (1v) an officer's certificate of the Company confirming the
accuracy of the Company’s representations and warranties contamned herein. and (B) the Buyer




shall deliver to the Company the following: (1) the Signing Purchase Price and (11) duly executed
counterparts of the Transaction Documents (as applicable), The Company shall immediately pay
the fees due under Section 12 of this Agreement upon receipt of the Signing Purchase Price if
Buyer does not withhold such amounts from the Signing Purchase Price pursuant to Section 12

b Second Closing. At any time sixty one (61) to munety (90) days following the
Signing Closmng Date. subject to the mutual agreement of the Buyer and the Company, for the
“Second Closing Date” and subject to satisfaction of the conditions set forth in Sections 7 and 8.
(A) the Company shall deliver to the Buyer the following: (1) the Second Debenture: (1) an
amendment to the Transfer Agent Instruction Letter instructing the Transfer Agent to reserve that
number of shares of Common Stock as 1s requured under Section 4(g) hereof. if necessary. and
(1) an officer’s certificate of the Company confirmung, as of the Second Closing Date, the
accuracy of the Company's representations and warranties contamed herein  and
updating Schedules 3(b). 3(c) and 3(k) as of the Second Closing Date, and (B) the Buyer shall
deliver to the Company the Second Purchase Price

¢. Third Closing. At any time sixty one (61) to mnety (90) days followmng the
Second Closing Date, subject to the mutual agreement of the Buyer and the Company, for the
“Third Closing Date” and subject to satisfaction of the conditions set forth in Sections 7 and 8.
(A) the Company shall deliver to the Buver the following: (z) the Third Debenture: (1) an
amendment to the Transfer Agent Instruction Letter instructing the Transfer Agent to reserve that
number of shares of Common Stock as 1s requuired under Section 4(g) hereof. if necessary. and
(1) an officer’'s certificate of the Company confimmmng, as of the Third Closing Date, the
accuracy  of the Company's representations and warranties contaned hersin  and
updating Schedules 3(b). 3(c) and 3(k) as of the Third Closing Date, and (B) the Buyer shall
deliver to the Company the Third Purchase Price.

d Location and Time of Closings. Each Closing shall be deemed to occur on
the related Closing Date at the office of the Buyer's counsel and shall take place no later than
5:00 PM.. New York tume. on such day or such other time as 15 mutually agreed upon by the
Company and the Buyer

7. CONDITIONS TO THE COMPANY'S OBLIGATION TO SELL.

The Company's obligation to sell the Debentures to the Buyer pursuant to this Agreement
on each Closing Date 15 conditioned upon:

a. Purchase Price. Delivery to the Company of good funds as payment in full
of the respective Purchase Price for the Debentures at each Closing in accordance with this
Agreement,

b Representations and Warranties; Covenants. The accuracy on the Closing
Date of the representations and warranties of the Buyer contained in this Agreement, each as if
made on such date. and the performance by the Buyer on or before such date of all covenants and
agreements of the Buver requuired to be performed on or before such date; and




¢ Laws and Regulations; Consents and Approvals. There shall not be i
effect any law, rule or regulation prolubiting or restricting the transactions contemplated hereby,
or requuring any consent or approval which shall not have been obtained,

& CONDITIONS TO THE BUYER’S OBLIGATION TO PURCHASE.
The Buyer s obligation to purchase the Debentures at each Closing 1s conditioned upon:

a. Transaction Documents. The execution and delivery of this Agreement by
the Company.

b Debenture(s). Delivery by the Company to the Buyer of the Debentures to be
purchased in accordance with this Agresment;

¢, Section 4(2) Exemption. The Debentures and the Conversion Shares shall be
exempt from registration under the Secunities Act of 1933 (as amended), pursuant to Section 4(2)
thereof,

d. DWAC Status. The Common Stock shall be DWAC Operational:

e Representations and Warranties; Covenants. The accuracy in all matenal
respects on the Closing Date of the representations and warranties of the Company contamed in
this Agreement, each as if made on such date, and the performance by the Company on or before
such date of all covenants and agreements of the Company required to be performed on or before
such date;

f Good-faith Opinien. It should be Buyver's reasonable belief that (1) no Event
of Default under the terms of any outstanding indebtedness of the Company shall have occurred
or would hikely occur with the passage of tume and (1) no matenal adverse change in the
financial condition or business operations of the Company shall have occurred;

g Legal Proceedings. There shall be no htigation, cruminal or envil. regulatory
impairment or other legal and/or adminstrative proceedings challenging or seeking to limit the
Company’s ability 1o 1ssue the Secunities or the Common Stock:

h  [Reserved]:
1. Corporate Resolutions. Delivery by the Company to the Buver a copy of
resolutions of the Company's board of directors, approving and authonzing the execution,

delivery and performance of the Transaction Documents and the transactions contemplated
thereby in the form attached hereto as Exhibit C (the “Irrevocable Resolutions™):

1. Officer’s Certificate. Delivery by the Company to the Buver of a certificate
of the Chief Executive Officer of the Company in the form attached hereto as Exlubit D

k  Search Results. Delivery by the Company to the Buver of copies of UCC
search reports, 1ssued by the Secretary of State of the state of incorporation of the Company and
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each Subsidiary, dated such a date as is reasonably acceptable to Buver, listing all effective
financing statements which name the Company or Subsidiary (as applicable). under 1ts present
name and any previous names, as debtor, together with copies of such financing statements;

1. Certificate of Good Standing. Delivery by the Company to the Buyver of a
copy of a certificate of good standing with respect to the Company, 1ssued by the Secretary of
State of the state of incorporation of the Company. dated such a date as is reasonably acceptable
to Buyer, evidencing the good standing thereof’

m. Laws and Regulations; Consents and Approvals. There shall not be in
effect any law, rule or regulation prolibiting or restnicting the transactions contemplated hereby,
or requuring any consent or approval which shall not have been obtained; and

n Adverse Changes. From and after the date hereof to and including each
Closing Date. (1) the trading of the Common Stock shall not have been suspended by the SEC,
FINRA., or any other governmental or self-regulatory orgamzation, and trading m secunties
generally on OTCM shall not have been suspended or himated, nor shall munimum prices been
established for secunties traded on the OTCM: (1) there shall not have occurred any outbreak or
escalation of hostilities mvolving the United States or any matenal adverse change in any
financial market that in either case in the reasonable judgment of the Buyer makes 1t
impracticable or madvisable to purchase the Debentures

9 GOVERNING LAW; MISCELLANEOUS.

a. MANDATORY FORUM SELECTION. ANY DISPUTE ARISING
UNDER, RELATING TO. OR IN CONNECTION WITH THE AGREEMENT OR RELATED
TO ANY MATTER WHICH IS THE SUBJECT OF OR INCIDENTAL TO THE
AGREEMENT (WHETHER OR NOT SUCH CLAIM IS BASED UPON BREACH OF
CONTRACT OR TORT) SHALL BE SUBJECT TO THE EXCLUSIVE JURISDICTION AND
VENUE OF THE STATE AND/OR FEDERAL COURTS LOCATED IN MIAMI-DADE
COUNTY. FLORIDA THIS PROVISION IS INTENDED TO BE A "MANDATORY™
FORUM SELECTION CLAUSE AND GOVERNED BY AND INTERPRETED
CONSISTENTLY WITH FLORIDA LAW,

b. Governing Law. Except in the case of the Mandatory Forum Selection
clause above, this Agreement shall be delivered and accepted in and shall be deemed to be
contracts made under and governed by the internal laws of the State of Nevada, and for all
purposes shall be construed in accordance with the laws of the State of Nevada, without giving
effect to the chowce of law provisions. To the extent determuned by the applicable court
described above, the Company shall reimburse the Buyer for any reasonable legal fees and
disbursements mcurred by the Buyer m enforcement of or protection of any of its rights under
any of the Transaction Documents.

c. Waivers. Failure of any party to exercise any nght or remedy under this
Agreement or otherwise. or delay by a party in exercising such night or remedy. shall not operate
as a waiver thereof

[
[




d  Successors and Assigns. This Agreement shall imnure to the benefit of and be
binding upon the successors and assigns of each of the parties hereto

e. Construction. All pronouns and any vanations thereof refer to the masculme,
femunine or neuter, singular or plural. as the context may require.

f Facsimiles; E-mails. A facsumile or email transmission of this signed
Agreement or a Notice of Conversion under the Debentures shall be legal and binding on all
parties hereto. Such electronic signatures shall be the equivalent of onginal signatures

g. Counterparts. This Agreement may be signed in one or more counterparts,
each of which shall be deemed an oniginal

h. Headings. The headings of this Agreement are for convenience of reference
and shall not form part of. or affect the interpretation of thas Agreement

1. Enforceability. If any provision of thus Agreement shall be nvahd or
unenforceable in anyv jurisdiction. such invalidity or unenforceability shall not affect the validity
or enforceability of the remainder of this Agreement or the validity or enforceability of this
Agreement in any other junisdiction.

). Amendment. This Agreement mav be amended only by the wnitten consent
of a majornity 1 mterest of the holders of the Debentures and an instrument in writing signed by
the Company.

k Entire Agreement. Tlus Agreement, together with the other Transaction
Documents, supersedes all prior agreements and understandings among the parties hereto with
respect to the subject matter hereof

1. No Strict Construction. This Agreement shall be construed as i1f both Parties
had equal say m s drafting, and thus shall not be construed agamnst the drafter,

m. Further Assurances. Each party shall do and perform. or cause to be done
and performed, all such further acts and things. and shall execute and deliver all such other
agreements, certificates, mstruments and documents, as the other party may reasonably request
i order to carry out the intent and accomplish the purposes of this Agreement and the
consummation of the transactions contemplated hereby

10. NOTICES.

Any notice required or permitted hereunder shall be given in wnting (unless otherwise
specified herein) and shall be deemed effectively given on the earliest of:

a. the date delivered. if delivered by personal delivery as against written receipt
therefor or by confirmed facsimule or email transmussion,




b the third (3) business day after deposit. postage prepaid. in the United States
Postal Service by registered or certified mail, or

c. the first (1*) business day after deposit with a recognized courier service (e.g.
FedEx. UPS. DHL. US Postal Service) for delivery by next-day express courter, with delivery
costs and fees prepad,

i each case, addressed to each of the other parties thereunto entitled at the following addresses
{or at such other addresses as such party may designate by ten (10} days’ advance written notice
sumlarly given to each of the other parties hereto):

COMPANY.  NatwralShnmp Incorporated
15150 Preston Rd.. Suite 300
Dallas, TX 75248
Attention: Bill Williams, Chuef Executive Officer
Facsumile:
Email: info@naturalshrimp com

With copies to (which shall not constitute notice):

Attention:
Email:

BUYER: Peak One Opportumty Fund, L P
333 South Hibiscus Drive
Miamu Beach, FL 33139
Attention: Jason Goldstein
Email: jgoldstein@peakoneinvestments.com

With copies to (which shall not constitute notice):

Legal & Comphance, LLC

330 Clematis Street, Suite 217

West Palm Beach, FL 33401

Attention: Laura Anthony. Esq

Email: LAnthony@LegalandCompliance com




11 SURVIVAL OF REPRESENTATIONS AND WARRANTIES. The Company's
representations and warranties herein shall survive for so long as any Debentures are
outstancing. and shall inure to the benefit of the Buyer, its successors and assigns.

12. FEES; EXPENSES.

a  Commitment Fee The Company shall pay to Investments a non-accountable
fee (the “Commitment Fee™) of (1) Two Thousand Five Hundred and 00/100 Dollars ($2.500.00)
and (1) One Hundred Thousand (100,000) shares of Restricted Stock the Signing Closing Date
{with respect to the Signing Debenture), One Thousand and 00/100 Dollars ($1,000.00) on the
Second Closing Date (with respect to the Second Debenture), as well as One Thousand and
00/100 Dollars ($1,000.00) on the Thard Closmg Date (wath respeet to the Third Debenture), for
Investments’ expenses and analysis performed in connection with the analysis of the Company
and the propnety of the Buyer's making the contemplated investment. The Commuitment Fee
shall be paid on the respective closing dates if Buver does not withhold such amounts from the
respective purchase price pursuant to Section 12(c)

b. Legal Fees. The Company shall pav the legal fees of the Buver's counsel (the
“Legal Fees™) in the amount of Two Thousand Five Hundred and 00/100 Dollars ($2,500.00) on
the Signing Closing Date (with respect to the Signing Debenture). One Thousand and 00/100
Dollars ($1.000.00) on the Second Closing Date (with respect to the Second Debenture), as well
as One Thousand and 00/100 Dollars ($1.000 00) on the Third Closing Date (wath respect to the
Third Debenture). The foregomg legal fees shall be paid on the respective closing dates if Buyer
does not wathhold such amounts from the respective purchase price pursuant to Section 12(c)
The Company further agrees to pay in full the reasonable legal fees of the Buver's counsel
mcurred after the Signing Closing Date incwired in connection with the Transaction Documents
(including addressing any purported breach(es) or default(s) by the Company, enforcement of the
Company s obligations or the exercise of the Buver’'s remedies thereunder).

¢ Disbursements. In furtherance of the foregomng. the Company hereby
authorizes the Buyer to deduct the cash portion of the Commitment Fee and the Legal Fees from
the Signing Purchase Price and transmit same to the respective payee.

[Signature Page Follows]




IN WITNESS WHEREOF, this Agreement has been duly executed by the Buyer and the
Company as of the date first set forth above.

COMPANY:

NATURALSHRIMP INCORPORATED

By:
MName: Bill Williams
Title:  Chief Executive Officer

BUYER:

PEAK ONE OPPORTUNITY FUND, L.P.

By: Peak One Investments, LLC,
General Partner

-/

Name: Jasdp Goldstein
Title: aging Member

[Signature Page to Securities Purchase Agreement]




COMPANY ORGANIZATION CHART

Subsidiary / Alfiliate
Name and Relationship

Jurisdiction of Incorporation

Percentage of Ownership

N/A




COMPANY CAPITALIZATION TABLE

COMMON STOCK AND COMMON STOCK EQUIVALENTS
ISSUED, OUTSTANDING AND RESERVED

DESCRIPTION AMOUNT
Authorized Common Stock 300,000,000
Authorized Capital Stock 0
Authorized Common Stock 300,000,000
Issued Common Stock 92.308298
QOuistanding Common Stock
Treasury Stock 203,341,702

Authorized, but unissued

205,341,702

Authorized Preferred Stock

Issued Preferred Stock 100,000,000
Reserved for Equity Incentive Plans 10,000,000
Reserved for Convertible Debt 0
Reserved for Options and Warrants 2,000,000
Reserved for Other Purposes 0
TOTAL COMMON STOCK AND COMMON 95,308,298

STOCK EQUIVALENTS OUTSTANDING
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Exlubit D

EXHIEITS
FORM OF DEBENTURE
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EXHIBIT A

FORM OF DEBENTURE

NEITHER THESE SECURITIES NOR THE SECURITIES ISSUABLE UPON CONVERSION
HEREOF HAVE BEEN REGISTERED WITH THE UNITED STATES SECURITIES AND
EXCHANGE COMMISSION OR THE SECURITIES COMMISSION OF ANY STATE OR
UNDER THE SECURITIES ACT OF 1933, AS AMENDED. THE SECURITIES ARE
RESTRICTED AND MAY NOT BE OFFERED. RESOLD, PLEDGED OR. TRANSFERRED
EXCEPT A5 PERMITTED UNDER THE ACT PURSUANT TO REGISTRATION
REQUIREMENTS THEREOF OR EXEMPTION THEREFROM

NATURALSHRIMP INCORPORATED
CONVERTIBLE DEBENTURE DUE , 2020
Issuance Date: ,2017 Principal Amount: §

FOR VALUE RECEIVED, NATURALSHRIMP INCORPORATED. a
corporation organized and existing under the laws of the State of Nevada) (the "Company ).
hereby promises to pay 1o PEAK ONE OPPORTUNITY FUND, L.P.. having 1ts address at
333 South Hibiscus Drive, Mianu Beach, FL 33139, or its assigns (the “Holder™ and together
with the other holders of Debentures issued pursuant to the Secunties Purchase Agreement (as
defined below). the “Holders™). the mitial principal sum of and 00/100 Dollars
(s ) (subject to adjustment as provided herein. the “Principal Amount™) on

, 2020 (the “"Matunity Date” ) [THIRD ANNIVERSARY OF DATE OF
ISSUANCE]. The Company has the option to redeem this Debenture prior to the Matunty Date
pursuant to Section 2(b). All unpaid principal due and pavable on the Matunty Date shall be
paid i the form of Common Stock of the Company, par value $0.0001 per share ("Common
Stock”) pursuant to Section 3. The Holder has the option to cause any outstanding principal and
accrued mterest. 1f any. on this Debenture to be converted into Commeon Stock at any tune prior
to the Redemption Date {as defined below) or the Matunty Date pursuant to Section 2(a)

This Debenture 1s one of the Debentures referred to in the Secunties Purchase
Agreement (the “Secunties Purchase Agreement’) dated as of March __, 2017, between the
Company and the Holder Capitalized terms used but not defined herein shall have the meanings
set forth in the Secunties Purchase Agreement. This Debenture is subject to the provisions of the
Secunties Purchase Agreement and further 1s subject to the followmg additional provisions:

1 This Debenture has been issued subject to wnvestment representations of the
ongmnal purchaser hereof and may be transferred or exchanged only in comphance with the
Securities Act and other applicable state and foreign securities laws. The Holder may transfer or
assign this Debenture (or any part thereof) without the prior consent of the Company, and the
Company shall cooperate with any such transfer  In the event of any proposed transfer of this
Debenture, the Company may require, prior to issuance of a new Debenture in the name of such
other Person. that 1t recerve reasonable transfer documentanion including legal opinons that the
issuance of the Debenture n such other name does not and will not cause a violation of the
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Secunities Act or any applicable state or foreign secunities laws or 15 exempt from the registration
requirements of the Secunities Act. Prior to due presentment for transfer of this Debenture to
which the Company has consented, the Company and any agent of the Company may treat the
Person in whose name this Debenture 15 duly registered on the Company's books and records of
outstanding debt secunities and obligations (Debenture Register ') as the owner hereof for the
purpose of receiving payvment as herein provided and for all other purposes, whether or not this
Debenture be overdue, and nesther the Company nor any such agent shall be affected by notice to
the contrary.

2. Conversion at Holder's Option: Redemption at Company's Option

a The Holder 1s entitled to, at any time or from time to time, convert the
Conversion Amount (as defined below) into Conversion Shares. at a conversion price for each
share of Common Stock (the “Conversion Price”) equal to esther: (1) if no Event of Default (as
defined herein) has occurred and the date of conversion 1s prior to the date that 15 one hundred
eighty (180) days after the Issuance Date, $0.30, or (u) if an Event of Default has occurred or the
date of conversion 15 on or after the date that 15 one hundred eighty (180) days after the Issuance
Date, the lesser of (a) $0.30 or (b) Sty percent (60%) of the lowest closing bid price (as
reported by Bloomberg LP) of the Common Stock for the twenty (20) Trading Days immediately
preceding the date of the date of conversion of the Debentures (provided. further, that if either
the Company 1s not DWAC Operational at the time of conversion or the Common Stock 1s traded
on the OTC Pk ("OTCP") at the time of conversion, then Sixty percent (60%) shall
autematically adjust to Fufty Five percent (553%) of the lowest closing bid price (as reported by
Bloomberg LP) of the Common Stock for the twenty (20) Trading Days immediately preceding
the date of conversion of the Debentures). subject in each case to equitable adjustments resulting
from any stock splits, stock dividends, recapitalizations or sinular events. The Company shall
1ssue urevocable imstructions to its Transfer Agent regarding conversions such that the transfer
agent shall be authorized and instructed to 1ssue Conversion Shares upon 1its receipt of a Notice
of Conversion without further approval or authonzation from the Company. For purposes of this
Debenture, the "Conversion Amount shall mean the sum of (A) all or any portion of the
outstanding Principal Amount of this Debenture, as designated by the Holder upon exercise of its
nght of conversion plus (B) any interest, pursuant to Section 10 or otherwise, that has accrued on
the portion of the Pnincipal Amount that has been designated for payment pursuant to (A)

Conversion shall be effectuated by delivering by facsimale. email or other delivery
method to the Transfer Agent of the completed form of conversion notice attached hereto
as Annex A (the "Notice of Conversion”). executed by the Holder of the Debenture evidencing
such Holder's intention to convert this Debenture or a specified portion hereof No fractional
shares of Common Stock or scnp representing fractions of shares will be 1ssued on conversion,
but the number of shares issuable shall be rounded to the nearest whole share. The Helder may.
at 1ts election. deliver a Notice of Conversion to either the Company or the Transfer Agent. The
date on which notice of conversion 15 given (the "Conversion Date”) shall be deemed to be the
date on which the Company or the Transfer Agent. as the case may be, receives by fax, email or
other means of delwvery used by the Holder the Notice of Conversion (such receipt being
evidenced by electronic confirmation of delivery by facsimule or emaml or confirmation of
delivery by such other delivery method used by the Holder). Delivery of a Notice of Conversion
to the Transfer Agent may be given by the Holder by facsumile at 727-289-0010. by email to
kwliteside/@islandstocktransfer. com or by delivery to the Transfer Agent at the address set forth
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in the Transfer Agent Instruction Letter (or such other contact facsinule number, email or street
address as may be designated by the Transfer Agent to the Holder). Delivery of a Notice of
Conversion to the Company shall be given by the Holder pursuant to the notice provisions set
forth i Section 10 of the Agreement. The Conversion Shares must be delivered to the Holder
within two (2} business davs from the date of delivery of the Notice of Conversion to the
Transfer Agent or Company, as the case may be. Conversion shares shall be delivered by
DWAC so long as the Company 15 then DWAC Operational. unless the Holder expressly
requests delivery in certificated form or the Conversion Shares are i the form of Restricted
Stock and are requured to bear a restnctive legended. Conversion Shares shall be deemed
delivered (1) 1f delivered by DWAC. upon deposit into the Holder's brokerage account. or (1) 1f
delivered 1 certificated form, upon the Holder's actual receipt of the Conversion Shares in
certificated form at the address specified by the Holder in the Notice of Conversion, as
confirmed by written receipt.

Notwithstanding the foregoing. unless the Holder delivers to the Company written
notice at least sixty-one (61) davs prior to the effective date of such notice that the provisions of
this paragraph (the “Limitation on Ownership ) shall not apply to such Holder, 1 no event shall
a holder of Debentures have the right to convert Debentures into, nor shall the Company issue to
such Holder, shares of Common Stock to the extent that such conversion would result i the
Holder and 1ts affiliates together beneficially owning more than 4.99% of the then issued and
outstanding shares of Common Stock. For purposes hereof, beneficial ownership shall be
determined m accordance with Section 13({d) of the Exchange Act and Regulation 13D-G under
the Exchange Act.

b So long as no Event of Default (as defined in Section 10) shall have
occurred and be continung (whether such Event of Default has been declared by the Holder)
(unless the Holder consents to such redemption notwathstanding such Event of Default, as
described in clause {v), below), the Company may at 1ts option call for redemption all or part of
the Debentures, with the exception of any portion thereof which 15 the subject of a previously-
delivered Notice of Conversion. prior to the Matunity Date. as follows:

(1) The Debentures called for redemption shall be redeemable by the
Company. upon not more than two (2) davs written notice, for an amount (the “Redemption
Price™) equal to: (1) 1f the Redemption Date (as defined below) 1s minety (90) days or less from
the date of issuance of this Debenture, One Hundred Five percent (105%) of the sum of the
Principal Amount so redeemed plus accrued interest, 1f any: (1) 1f the Redemption Date 15 greater
than or equal to one mnety-one (91) days from the date of issuance of this Debenture and less
than or equal to one hundred twenty (120) days from the date of 1ssuance of this Debenture. One
Hundred Fifteen percent (115%) of the sum of the Pnncipal Amount so redeemed plus acerued
wterest, 1if any; (111) if the Redemption Date is greater than or equal to one hundred twenty one
(121) davs from the date of 1ssuance of this Debenture and less than or equal to one hundred fifty
(150) days from the date of i1ssuance of this Debenture, One Hundred Twenty percent (120%) of
the sum of the Principal Amount so redeemed plus accrued interest, if any: (iv) if the
Redemption Date 1s greater than or equal to one hundred fifty one (151) davs from the date of
issuance of this Debenture and less than or equal to one hundred eighty (180) days from the date
of 1ssuance of thus Debenture, One Hundred Thirty percent (130%) of the sum of the Principal
Amount so redeemed plus accrued mterest. 1f any. and (v) 1f erther (1) the Debentures are
default but the Holder consents to the redemption notwithstanding such default or (2) the

4




Redemption Date 15 greater than or equal to one hundred eighty one (181) days from the date of
wssuance of this Debenture, One Hundred Forty percent (140%) of the sum of the Principal
Amount so redeemed plus accrued interest, if any. The date upon which the Debentures are
redeemed and paid shall be referred to as the “"Redemption Date” (and, 1 the case of multiple
redemptions of less than the entire outstanding Principal Amount, each such date shall be a
Redemption Date with respect to the corresponding redemption).

(1) If fewer than all outstanding Debentures are to be redeemed and are held
by dafferent mvestors, then all Debentures shall be partially redeemed on a pro rata basis.

()  [Reserved]

(1v)  On the Redemption Date. the Company shall cause the Holders whose
Debentures have been presented for redemption to be 1ssued payment of the Redemption Price.
In the case of a partial redemption, the Company shall also issue new Debentures to the Holders
for the Principal Amount remaimung outstanding after the Redemption Date promptly after the
Holders presentation of the Debentures called for redemption

) To effect a redemption the Company shall provide a written notice to the
Holder(s) not more than two (2) days prior to the Redemption Date (the “Redemption Notice ).
setting forth the followmg:

1 the Redemption Date;
2 the Redemption Price;

3 the aggregate Pnincipal Amount of the Debentures being called for
redemption;

4 a statement mstructing the Holders to surrender their Debentures
for redemption and payvment of the Redemption Price. including
the name and address of the Company or. if apphicable, the paying
agent of the Company, where Debentures are to be surrendered for

redemption:

5 a statement advising the Holders that the Debentures (or, in the
case of a partial redemption, that portion of the Principal Amount
being called for redemption) as of the Redemption Date will cease
to be convertible into Common Stock as of the Redemption Date:
and

6. m the case of a partial redemption, a statement advising the
Holders that after the Redemption Date a substitute Debenture will
be 1ssusd by the Company after deduction the portion thereof
called for redemption, at no cost to the Holder, if the Holder so
requests

Notwithstanding the foregoing. in the event the Company 1ssues a Redemption Notice but fails to
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fund the redemption on the Redemption Date, then such Redemption Notice shall be null and
void, and (1) the Holder(s) shall be entitled to convert the Debentures previously the subject of
the Redemption Notice, and (1) the Company may not redeem such Debentures for at least thirty
(30) days following the mtended Redemption Date that was voided, and the Company shall be
required to pay to the Holder(s) the Redemption Price simultaneously with the issuance of a
Redemption Notice in connection with any subsequent redemption pursued by the Company

3 Unless demand has otherwise been made by the Holder in wniting for pavment in
cash as provided hereunder, and so long as no Event of Default shall exist (whether or not notice
thereof has been delivered by the Holder to the Company). any Debentures not previously
tendered to the Company for conversion as of the Matunty Date shall be deemed to have been
surrendered for conversion, without further action of any kind by the Company or any of its
agents, employees or representatives. as of the Maturity Date at the Conversion Price applicable
on the Matunity Date (" Mandatory Conversion )

El No provision of thus Debenture shall alter or impaw the obligation of the
Company, which 15 absolute and unconditional to convert this Debenture into Commeon Stock. at
the time, place, and rate herein prescribed. This Debenture is a direct obligation of the
Company

5 If the Company (a) merges or consolidates with another corporation or business
entity and the Company 1s not the surviving entity or (b) sells or transfers all or substantally all
of its assets to another Person and the holders of the Common Stock are entitled to receave stock,
securities or property in respect of or in exchange for Common Stock, then as a condition of such
merger, consolidation, sale or transfer. the Company and any such successor, purchaser or
transferee will agree that this Debenture may thereafter be converted on the terms and subject to
the conditions set forth above into the kind and amount of stock, securities or property receivable
upon such merger, consolidation, sale or transfer by a holder of the number of shares of Commeoen
Stock mto which this Debenture maght have been converted immediately before such merger,
consolidation, sale or transfer, subject to adjustments which shall be as nearly equivalent as may
be practicable. In the event of any (i) proposed merger or consolidation where the Company 1s
not the surviving entity or (1) sale or transfer of all or substantially all of the assets of the
Company (1n either such case. a “Sale”). the Holder shall have the right to convert by delivenng
a Notice of Conversion to the Company watlun fifteen {15) days of receipt of notice of such Sale
from the Company.

6 If. at any time while any portion of this Debenture remamns outstanding. the
Company effectuates a stock split or reverse stock split of its Common Stock or 1ssues a dividend
on 1ts Common Stock comsisting of shares of Common Stock or otherwise recapitalizes its
Common Stock, the Conversion Price shall be equitably adjusted to reflect such action. By way
of illustration, and not i limatation, of the foregoing (1) if the Company effectuates a 2:1 split of
its Commeon Stock, thereafter, with respect to any conversion for which the Company 1ssues the
shares after the record date of such split, the Conversion Price shall be deemed to be one-half of
what 1t had been calculated to be immediately prior to such split; (u) if the Company effectuates
a 1:10 reverse sphit of 1ts Common Stock. thereafter. with respect to any conversion for which the
Company 1ssues the shares after the record date of such reverse spht, the Conversion Price shall
be deemed to be the amount of such Conversion Price calculated immediately prior to the record
date multiphied by 10: and (u1) of the Company declares a stock dividend of one share of
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Common Stock for every 10 shares outstanding, thereafter, wath respect to any conversion for
which the Company 1ssues the shares after the record date of such dividend, the Conversion Price
shall be deemed to be the amount of such Conversion Price calculated immediately prior to such
record date multiplied by a fraction, of which the numerator 15 the number of shares for whach a
dividend share will be 1ssued and the denominator i1s such number of shares plus the dividend
share(s) 1ssuable or 1ssued thereon.

7 All payments contemplated herebv to be made “in cash” shall be made by wire
transfer of immediately available funds m such coin or currency of the United States of Amenca
as at the nme of payment 15 legal tender for payvment of public and private debts. All payments
of cash and each delivery of shares of Common Stock issuable to the Holder as contemplated
hereby shall be made to the Holder to an account designated by the Holder to the Company and
if the Holder has not designated any such accounts at the address last appearing on the Debenture
Register of the Company as designated i wnting by the Holder from time to time; except that
the Holder may designate, by notice to the Company. a different delivery address for any one or
more specific payments or deliveries.

g The Holder of the Debenture, by acceptance hereof, agrees that this Debenture is
being acquired for investment and that such Holder will not offer, sell or otherwise dispose of
this Debenture or the Shares of Commeon Stock i1ssuable upon conversion thereof except in
comphance with the terms of the Securities Purchase Agreement and under circumstances whach
will not result in a violation of the Secunties Act or any applicable state Blue Sky or foreign laws
or sioalar laws relating to the sale of securities.

9. This Debenture shall be governed by and construed in accordance with the laws
of the State of Nevada Each of the parties consents to the exclusive junisdiction and venue of
the state and/or federal courts located i Mianu-Dade County, Flonda in connection with any
dispute arising under this Agreement. This provision 1s intended to be a “mandatory” forum
selection clause and governed by and mterpreted consistent with Flonda law (Nevada law
goverming all other. substantive matters) Each of the parties hereby consents to the exclusive
junsdiction and venue of any state or federal court having its situs i said county, and each
waves any objection based on forum non convemens. To the extent determuined by such court,
the Company shall reimburse the Holder for any reasonable legal fees and disbursements
mcurred by the Holder i enforcement of or protection of any of its nnghts under this Debenture
or the Securities Purchase Agreement.

10 The following shall constitute an “'Event of Default™

a The Company fails i the payvment of principal or mterest (to the extent
that interest 1s imposed under this Section 10) on this Debenture as required to be paid in cash
hereunder, and payment shall not have been made for a period of five (5) business days
following the payvment due date (as to which no further cure penod shall apply). or

b Any of the representations or warranties made by the Company herein, i
the Secunties Purchase Agreement or in any certificate or financial or other written statements
heretofore or hereafier furmshed by the Company to the Holder in connection wath the issuance
of this Debenture, shall be false or nusleading (ncluding wathout lmutation by way of the
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masstatement of a matenial fact or the onussion of a material fact) in any matenal respect at the
time made (as to which no cure period shall apply); or

€. The Company fails to remamn listed on OTCP, OTCQB, or OTCQX, or a
more senior stock exchange any time from the date hereof to the Matunity Date for a peniod in
excess of five (5) Trading Days (as to which no further cure period shall apply): or

d The Company (1) fails to tumely file requured SEC reports when due
(including extensions). becomes. 15 deemed to be or asserts that it 15 a “shell company™ at any
time for purposes of the 1933 Act, and Rule 144 promulgated thereunder or otherwise takes any
action, or refrains from taking any action, the result of which makes Rule 144 under the 1933
unavailable to the Holder for the sale of thewr Secunities, (1) fails to 1ssue shares of Common
Stock to the Holder or to cause its Transfer Agent to issue shares of Common Stock upon
exercise by the Holder of the conversion rights of the Holder in accordance with the terms of this
Debenture. (1) fauls to transfer or to cause its Transfer Agent to transfer any certificate for
shares of Common Stock 1ssued to the Holder upon conversion of this Debenture as and when
required by this Debenture and such transfer is otherwise lawful, (iv) fails to remove any
restrictive legend or to cause its Transfer Agent to transfer any certificate or any shares of
Common Stock issued to the Holder upon conversion of this Debenture as and when required by
the relevant Transaction Document(s) and such legend removal 1s otherwise lawful. or (v) the
Company fails to perform or observe any of 1ts obligations under the Section 5 of the Agreement
or under the Transfer Agent Instruction Letter (no cure peniod shall apply m the case of clauses
(1) through (v) above, inclusive), or

e The Company fails to perform or observe, in any matenial respect (1) any
other covenant, term, provision, condition, agreement or obligation set forth in the Debenture,
{subject to a cure peniod of three (3) days other than in the case of a failure under Section 5
hereof, as to which no cure penod shall apply), or (1) any other covenant, term. provision,
condition, agreement or obligation of the Company set forth in the Secunties Purchase
Agreement and such failure shall continue uncured for a penod of either (1) three (3) days after
the occurrence of the Company’s failure under Section 4(d). (e) (except as described n Section
10(¢c) hereof, as to which Section 10(c) hereof shall control), (f). (g) or (h) of the Secunties
Purchase Agreement. or (2) ten (10) days after the occurrence of the Company's farlure under
any other provision of the Secunities Purchase Agreement not otherwise specifically addressed in
the Events of Default set forth in this Section 10: or

£ The Company shall (1) admut i writing its inability to pay its debts
generally as they mature: (2) make an assignment for the benefit of creditors or commence
proceedings for its dissolution; or (3) apply for or consent to the appointment of a trustee,
liqudator or recever for 1ts or for a substantial part of 1ts property or busmess (as to which no
cure penod shall apply). or

g A trustee, hquidator or receiver shall be appointed for the Company or for
a substantial part of its property or business without its consent and shall not be discharged
withan sixty (60) days after such appomniment (as to which no cure pertod shall apply). or

h Any governmental agency or any court of competent junsdiction at the
mstance of any governmental agency shall assume custody or control of the whole or any
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substantial portion of the properties or assets of the Company and shall not be dismissed withun
sixty (60) days thereafter (as to which no cure period shall apply): or

1 Any money judgment, winit or warrant of attachment, or sunmlar process
(including an arbitral determunation), in excess of Fifty Thousand Dollars ($50,000) in the
aggregate shall be entered or filed agaimst the Company or any of its properties or other assets (as
to whach no cure penod shall apply): or

3 The occurrence of a breach or an event of default under the terms of any
indebtedness or financial mnstrument of the Company or any subsidhary (including but not limited
to any Subsidiary) of the Company mn an aggregate amount in excess of Fifty Thousand Dollars
($50,000) or more which 1s not waived by the creditors under such indebtedness (as to which no
cure period shall applv): or

k Bankruptcy, reorganization, inselvency or hiquidation proceedings or other
proceedings for relief under any bankruptey law or any law for the relief of debtors shall be
mstituted by or agamst the Company and. 1f mstituted against the Company. shall not be
dismissed within sixty (60) days after such institution or the Company shall by any action or
answer approve of consent to, or acquiesce in any such proceedings or admut the matenal
allegations of. or default in answening a petition filed 1 any such proceeding (as to which no
further cure period shall apply): or

1 The 1ssuance of an order. miling. finding or sumilar adverse determunation
the SEC. the Secretary of State of the State of Nevada or Florida, the National Association of
Secunties Dealers, Inc. or any other securnties regulatory body (whether in the United States,
Canada or elsewhere) having proper junschction that the Company and/or any of its past or
present directors or officers have commutted a matenal violation of applicable secunties laws or
regulations (as to which no cure period shall apply): or

m The Company shall have its Common Stock suspended or delisted from a
national securities exchange or an electromic quotation service such as the OTCP, OTCQB, or
OTCQX for a penod i excess of five (5) Trading Days (as to which no further cure period shall
apply): or

n Any of the following shall occur and be contunung: a breach or default by
any party under (a) any agreement dentified by the Company n its SEC filings as a material
agreement or (b) any note or other form of indebtedness i favor of the Company representing
indebtedness of at least Fifty Thousand Dollars ($50,000.00). irrespective of whether such
breach or default was waived (as to which no cure penod shall apply); or

o Notice of a Matenal Adverse Effect 1s provided by the Company or the
determination in good faith by the Holder that a Matenal Adverse Effect has occurred (as to
which no cure period shall apply): or

P The Company attempts to modify, amend. withdraw, rescind, disavow or
repudiate any part of the Irrevocable Instructions (as to which no cure peniod shall apply)




q Any attempt by the Company or 1ts officers, directors, and/or affiliates to
transmut, convey, disclose, or any actual transnuttal, convevance, or disclosure by the Company
or its officers. directors. and'or affibates of. matenial non-public information concerning the
Company, to the Holder or uts successors and assigns, which 15 not unmediately cured by
Company s filing of a Form 8-K pursuant to Regulation FD on that same date

T At any tune while thus Debenture 15 outstanding, the lowest traded price on
the OTCP. OTCQB, or OTCQX, or other applicable pnncipal trading market for the Commen
Stock. 15 equal to or less than $0.0001.

Then, or at any time thereafter, the Company shall immediately give
written notice of the occurrence of such Event of Default to the Holders of all Debentures then
outstanding. and m each and every such case. unless such Event of Default shall have been
warved in writing by a majority in interest of the Holders of the Debentures (which waiver shall
not be deemed to be a waiver of any subsequent default), then at the option of a majonty in
nterest of the Holders and in the discretion of a majority in interest of the Holders, take anv or
all of the following actions: (1) pursue remedies against the Company in accordance with any of
the Holder's nghts, (1) increase the interest rate applicable to the Debentures to the lesser of
eighteen percent (18%) per annum and the maximum interest rate allowable under applicable
law, (111) in the case of an Event of Default under Section 10(e)(11)(1) based on the Company’s
failure to be DWAC Operational, increase the Principal Amount to an amount equal to one
hundred five percent (105%) of the then-outstanding Principal Amount, (1v) m the case of an
Event of Default under Section 10(d)(1). increase the Principal Amount to an amount equal to
one hundred ten percent (110%) of the then-outstanding Principal Amount, (v) in the case of an
Event of Default under Section 10(d)1) through (v), increase the Principal Amount of the
relevant Holder's Debenture by One Thousand Dollars and 00/100 ($1.000.00) for each day the
related failure continues. (vi) in the case of an Event of Default under Section 10{d){u) through
(v) ansing from an untimely delivery to the Holder of Conversion Shares or shares of Common
Stock 1n de-legended form, if the closing bid price of the Common Stock on the Trading Day
immediately prior to the actual date of delivery of Conversion Shares or de-legended shares, as
the case may be. 1s less than the closing bid price on the Trading Day immediately prior to the
date when Conversion Shares or de-legended shares were required to be delivered. increase the
Principal Amount of the relevant Holder's Debenture by an amount per share equal to such
difference. and (vi1) following the expiration of the applicable grace penod (if any). at the option
and discretion of the Holder, accelerate the full mndebtedness under thus Debenture, 1 an amount
equal to one hundred forty percent (140%) of the outstanding Principal Amount and accrued and
unpaid interest (the “Acceleration Amount™), whereupon the Acceleration Amount shall be
immediately due and pavable, without presentment, demand. protest or notice of any kinds, all of
which are hereby expressly waived, anything contained herein, in the Secunties Purchase
Agreement or i any other note or instruments to the contrary notwithstanding. In the case of an
Event of Default under Section 10(d)(n), the Holder may either (1) declare the Acceleration
Amount to exclude the Conversion Amount that is the subject of the Event of Default, in which
case the Acceleration Amount shall be based on the remaning Principal Amount and accrued
interest (if any). in which case the Company shall continue to be obligated to issue the
Conversion Shares, or (1) declare the Acceleration Amount to melude the Conversion Amount
that 1s the subject of the Event of Default, in which case the Acceleration Amount shall be based
on the full Pnncipal Amount, mcluding the Conversion Amount, and accrued mterest (af any),
whereupon the Notice of Conversion shall be deemed withdrawn. At its option, the Holder may

13




elect to convert the Debenture pursuant to Section 2 notwithstanding the prior declaration of a
default and acceleration, m the sole discretion of such Holder. A majonty in interest of the
Holders may immediately enforce any and all of the Holder's rights and remedies provided
herem or any other nghts or remedies afforded by applicable law.  Notwathstanding the
foregomng, in the case of a default under Section 10(d)(u) through (iv). the Holder of the
Debenture sought to be converted, transferred or de-legended, as the case may be, acting singly,
shall have the sole and absolute discretion to increase the applicable interest rate on the
Debentures held by such Holder and/or to accelerate the Debenture(s) held by such Holder. The
Company expressly acknowledges and agrees that the Holder's exercise of any or all of the
remedies provided herein or under applicable law. including without limitation the mcrease(s) in
the Principal Amount and the Acceleration Amount as may be declared in the case of a default, 15
reasonable and appropriate due to the mability to define the financial hardship that the
Company s default would impose on the Holders. To the extent that the Holder's exercise of any
of its remedies i the case of an Event of Default shall be construed to exceed the maximum
interest rate allowable under applicable law, then such remedies shall be reduced to equal the
maximum interest rate allowable under applicable law

11 Nothing contamed in this Debenture shall be construed as conferning uwpon the
Holder the nght to vote or to receive dividends or to consent or receive notice as a shareholder i
respect of any meeting of sharcholders or any nights whatsoever as a sharcholder of the
Company, unless and to the extent converted 1n accordance with the terms hereof.

12 This Debenture may be amended only by the written consent of the parties hereto
Notwithstanding the foregoing. the Principal Amount of this Debenture shall automatically be
reduced by any and all Conversion Amounts (to the extent that the same relate to principal
hereof). In the absence of manifest error, the outstanding Principal Amount of the Debenture on
the Holder's book and records shall be the correct amount

13 In the event of any mconsistency between the provisions of this Debenture and
the provisions of any other Transaction Document, the provisions of this Debenture shall prevail
Without limiting the generality of the foregoing, i the event the Transfer Agent 1s not required
to transfer anv Common Stock. 1ssue Conversion Shares or de-legended shares of Restricted
Stock pursuant to the Transfer Agent Instmuction Letter, this shall not operate as an excuse,
extension or waiver of the Company’s obligation to 1ssue and deliver Conversion Shares or de-

legended Restnicted Stock

14 The Company specifically acknowledges and agrees that i the event of a breach
or threatened breach by the Company of any provision hereof or of any other Transaction
Document, the Holder will be wreparably damaged. and that damages at law would be an
madequate remedy if this Debenture or such other Transaction Document were not specifically
enforced. Therefore, i the event of a breach or threatened breach by the Company. the Holder
shall be entitled, in addition to all other nghts and remedies, to an junction restramng such
breach, without being required to show any actual damage or to post any bond or other securnty,
and/or 1o a decree for a specific performance of the provisions of this Debenture and the other
Transaction Documents.

15 No waivers or consents i regard to any provision of this Debenture may be given
other than by an mstrument m wnting signed by the Holder,
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16 Each time, whale this Debenture 15 outstanding, the Company enters mto a Section
3(a)(9) transaction (including but not limited to the issuance of mew promissory notes or
debentures, or of a replacement pronussory note or debenture), or Section 3(a)(10) transaction, mn
which any 3rd party has the nght to convert monies owed to that 3rd party (or receive shares
pursuant to a settlement or otherwise) at a discount to market greater than the Conversion Price
i effect at that time (pnor to all other applicable adjustments in this Debenture), then the
Conversion Price shall be antomatically adjusted to such greater discount percentage (prior to all
applicable adjustments in this Debenture) untl this Debenture 15 no longer outstanding. Each
nume. whale this Debenture 15 outstanding. the Company enters into a Section 3(a)(9) transaction
(ncluding but not humited to the ssuance of new promussory notes or debentures, or of a
replacement promissory note or debenture), or Section 3(a)(10) transaction. mn which any 3rd
party has a look back period greater than the look back period in effect under this Debenture at
that tume (currently a twenty (20) Trading Day look back peniod as described i this Debenture
applies), then the Holder's look back period shall automatically be adjusted to such greater
number of days until this Debenture 1s no longer outstanding. The Company shall give wntten
notice to the Holder, with the adjusted Conversion Price and/or adjusted look back peniod (each
adjustment that is applicable due to the triggering event), within one (1) business day of an event
that requures any adjustment described in this section

[Signature Page Foliows]
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IN WITNESS WHEREOF, the Company has caused this Debenture to be duly executed
by an officer thereunto duly authonzed as of the date of 1ssuance set forth above

NATURALSHRIMP INCORPORATED

By:
Name: Bill Wilhams
Title: Chuef Executive Officer

[Signature Page to Convertible Debenture]




EXHIBIT B
NATURALSHRIMP INCORPORATED

IRREVOCABLE TRANSFER AGENT INSTRUCTION LETTER

March __. 2017

Island Stock Transfer
15500 Roosevelt Boulevard, Suite 301
Clearwater, FL 33760

Re: Irrevocable Instructions for Peak One Qpportunaty Fund, LP
Ladies and Gentlemen:

NATURALSHRIMP INCORPORATED, a Nevada corporation (the "Company”) and Peak One
Opportunity Fund, L P. (together with its successors and assigns, the "Investor”) have entered
mto a Securities Purchase Agreement dated as of March . 2017 (the "Agreement”) providing
for the ssuance of the Convertible Debentures. convertible into the Company’s commeon stock.
par value $0.0001 per share ("Common Stock™) in the principal amount of up to $400,000.00
(collectively, the "Debentures™)

A copy of the form of the Debentures 1s attached hereto. The shares of Common Stock to be
1ssued upon conversion of the Debentures are to be registered mn the name(s) of the registered
holder(s) of the Debentures subnmutted for conversion, or its assignees, as requested by the
Investor

Island Stock Transfer (“lsland Stock Transfer,” the "Transfer Agent” or “vou” )Jare hereby
urrevocably authorized and instructed to reserve a sufficient number of shares of Common Stock
of the Company to satisfy the Company’'s share reservation requirement of 500% of the
Debentures under the Agreement (imnially, 2,100,000 shares of Common Stock whach should be
held in reserve for the Investor pursuant to the subject Debentures as of this date) for issuance
upon conversion of any of the Debentures referenced herein i accordance with the terms thereof
(wathout giving effect to the 4.99% lLinatation on ownership, each as set forth in the Debentures)
The amount of Common Stock so reserved may be increased, from time to time, by wrtten
mstructions of the Company or the Investor. The amount of Commeon Stock so reserved may not
be decreased without the prior written consent of the Investor (unless such decrease in reserved
shares 1s due to an 1ssuance of reserved shares pursuant to the conversion of Debentures). You
will adjust the number of reserved shares accordingly, within one (1) business day of receipt of
any such mnstructions. so as long as there are sufficient available authorized shares.

The ability to convert the Debentures in a tumely manner 1s a matenial obligation of the Company
pursuant to the Debentures. Your firm 1s hereby wrevocably authonzed and mstructed to 1ssue




shares of Commeon Stock of the Company (without any restrictive legend) to the Investor at the
request of the Investor without any further action or confirmation by the Company, m which case
the 1ssuance shall be deducted against the reserve or, if there are not enough shares held in
reserve, from available authorized shares of the Company. either (1) electromically by crediing
the account of the Investor's broker with the Depository Trust Company through its Deposit
Withdrawal Agent Comnussion system, provided that the Company has been made FAST/DRS
eligible by DTCC (DWAC). or (u) if requested by the Investor or if a legal opinion 15 not
provided to the Transfer Agent as described below. in certificated form without any legend
which would restrict the transfer of the shares, and vou should remove all stop-transfer
structions relating to such shares: (A) upon vour receipt from the Investor dated within two (2)
business days from the date of the issuance or transfer request. of: (1) a notice of conversion
("Notice of Conversion”) executed by the Investor; and (1) an opimon of counsel of the Investor
or the Company, in form, substance and scope customary for opinions of counsel in comparable
transactions (and reasonably satisfactory to the Transfer Agent). to the effect that the shares of
Common Stock of the Company 1ssued to the Investor pursuant to the Notice of Conversion are
not "restncted secunties” as defined in Rule 144 and should be issued to the Investor without any
restnictive legend. and (B) the number of shares to be 1ssued 15 less than 4 99% of the total 1ssued
Common Stock of the Company. If an opimon from counsel 15 not provided, you are instructed
and authorized to issue shares to the Investor as restricted and the associated certificate(s) should
mclude the customary 144 restrictive legend.  You will issue the Common Stock upon
conversion within two (2) business davs of receipt of a Conversion Notice and any other
documents and information vou reasonably request. The Transfer Agent must i1ssue the shares of
Common Stock to the Investor. pursuant to this agreement. despite any threatened or ongoing
chspute between the Company and Investor, unless there 15 a valid count order prolubnting such
1ssuance

The Company affirms that 1t has by all appropnate corporate action urevocably resolved to 1ssue
all requured Common Stock to the investor and hereby requests that yvour firm act immediately,
without delay and wiathout the need for any action or confirmation by the Company with respect
to the reservation of shares and the issuance of Common Stock pursuant to any Conversion
Notices recerved from the Investor, You agree that the Company’'s irrevocable resolutions and
this irrevocable letter of mnstructions constitute sufficient documentation to evidence the
Company's authorization to complete the activities contemplated hereby and that no other
Company documentation or confirmation shall be necessary or requested from the Company
The Company hereby irrevocably appoints the Investor as its attorney-in-fact for purposes of
executing and delivenng, in the Company’s name, any documentation or confirmation that the
transfer agent may request i connection with the reservation of shares or the issuance of
Common Stock upon conversion as contemplated hereby.

The Investor and the Company understand that Island Stock Transfer shall not be required to
perform any issuances or transfers of shares if (a) the Company or request violates, or is
matenial violation of, any terms of the Transfer Agent Agreement, (b) such an issuance or
transfer of shares 15, in the opimon of the Transfer Agent’s legal counsel. as demonstrated by a
written legal opinion addressed to the Company and the Investor, i violation of any state or
federal securities law or regulation or (c) the issuance or transfer of shares is prohibited or
stopped as required or directed by a valid court order. If the Company informs vou that there 15 a




court order stopping issuances, then the Company agrees to provide Island Stock Transfer with a
copy of such court order immediately, and a legal opmion from counsel withan three (3) business
davs addressing the matter and, once such court order and legal opinion are received, you will
not be obligated to perform any 1ssuances related to the Debentures and this agreement. If the
Company has an outstanding balance of fees owed to Island Stock Transfer for any reason, the
Investor understands Island Stock Transfer wall not be obhgated to 155ue Common Stock to the
Investor unless the Company or Investor first pays all fees owed to Island Stock Transfer,
provided that if the Investor pays the fees of Island Stock Transfer for the specific issuance of
Common Stock to the Investor under a given Conversion Notice, then Island Stock Transfer wall
issue such shares notwithstanding any unpaid fees owed 1t by the Company for other purposes.
The Company authorizes Island Stock Transfer to mform the Investor of the amount and nature
of any outstanding transfer agency fee balances owed by the Company if the Investor requests
such information.

You are hereby authonized and directed to promptly disclose to the Investor without any
additional confirmation from the Company, after Investor’s request from time to tume, the total
number of shares of Common Stock 1ssued and outstanding, the total number of shares of
Common Stock i the float. and the total number of shares of Common Stock that are authorized
but unissued and unreserved.

The Company shall indemmfy vou and your officers. directors, pnncipals, partners, agents and
representatives. and hold each of them harmless from and aganst any and all loss, hability,
damage. claim or expense (including the reasonable fees and disbursements of its attorneys)
meurred by or asserted agamst you or any of them ansmg out of or i connection the nstructions
set forth herein, the performance of vour duties hereunder and otherwise mn respect hereof,
mcluding the costs and expenses of defending vourself or themselves aganst any claim or
habality hereunder. except that the Company shall not be hable hereunder as to matters i respect
of which 1t 15 determined that you have acted with gross negligence or in bad faith. You shall
have no liability to the Company i respect to any action taken or any failure to act in respect of
thus 1f such action was taken or omutted to be taken in good faith, and you shall be entitled to rely
i thas regard on the advice of counsel

The Board of Directors of the Company has approved the foregoing (irrevocable instructions)
and does hereby extend the Company’s urevocable agreement to indemmify your firm and any
successor transfer agent for all loss, hiability or expense in carrying out the authonty and
direction herein contamned on the terms heremn set forth.

The Investor 1s intended to be, and 1s, a thuird party beneficiary hereof. and no amendment or
modification to the mstructions set forth herein may be made without the consent of the Investor
The Transfer Agent agrees that in the event of its resignation, then the Transfer Agent waill
provide at least fifteen (13) days prior wnitten notice to the Company and the Investor. The
Transfer Agent also agrees that if the Company requests the Transfer Agent provide records
pertaining to the register of Common Stock to any third party m what the Transfer Agent has
reason to believe is in contemplation of replacing the Transfer Agent with another party, then the
Transfer Agent shall notify the Investor within two (2) business days of the Transfer Agent’s
receipt of such request.




The Company agrees that m the event 1t seeks to replace the Transfer Agent, the Company shall
provide at least fifteen (13) days prior wnitten notice to the Transfer Agent and the Investor, and
the Company shall propose to the Investor a suitable replacement transfer agent and obtain the
Investor s written consent to the replacement of the Transfer Agent at least ten (10) days prior to
the proposed effective date of the transition to the replacement transfer agent. The Transfer
Agent shall not transfer any records or documentation pertaming to the Common Stock to any
purported successor transfer agent without the Investor's prior written consent. Any
replacement transfer agent (whether approved by the Investor or appointed by the Company
without the Investor’ prior consent in breach of the foregoing provisions) shall automatically be
bound by thus Letter Agreement as if a party hereto, and any such replacement transfer agent
shall confirm in writing to the Investor within two (2) business days that 1t 15 bound by the terms
and conditions of these wrevocable mstructions,

[Signature Page Follows]




Very truly yours,
NATURALSHRIMP INCORPORATED

By
Name: Bill Williams
Title: Chuef Executive Officer

Acknowledged and Agreed

ISLAND STOCK TRANSFER

By

Name:

Title:

PEAK ONE OPPORTUNITY FUND.L P

By:  Peak One Investments. LLC,
its General Partner

By:

Name: Jason Goldstein
Title:  Managing Member




EXHIBIT C

IRREVOCABLE CORPORATE RESOLUTIONS OF THE
BOARD OF DIRECTORS OF
NATURALSHRIMP INCORPORATED

We. the undersigned. do hereby certify that at a meeting of the Board of Directors
(the "Board”) of NaturalShnmp Incorporated. a corporation incorporated under the laws of
the State of Nevada (the "Corporatnon” ) duly held on March __, 2017, at which said meeting no
less than a majonity of the directors were present and voting throughout, the following
resolution. upon motions made, seconded and carned, was duly adopted and 15 now m full force
and effect:

WHEREAS, the Board deems it in the best mterests of the Corporation to enter
into a Securities Purchase Agreement to be dated on or about March . 2017 (the
“Agreement” ) by and between the Corporation and Peak One Opportumty Fund LP (the
“Buyer) m connection with the purchase and sale of certamn Debentures of the Corporation, in
the aggregate prncipal amount of up to Fouwr Hundred Thousand and 00/100 Dellars
($400.000.00) (the “Debentures” ) convertible into shares of common stock. par value $0.0001
per share, of the Corporation (the “"Common Stock™ ) upon the terms and subject to the
Iimatations and conditions set forth in the Agreement; and

WHEREAS, the Board deems 1t in the best interest of the Corporation to,
pursuant to the Agreement, enter into an wrevocable letter agreement with Island Stock
Transfer, the Corporation’s transfer agent (the “Transfer Agent™). with respect to the reserve of
shares of Common Stock which may be 1ssued to the Buyer upon conversion of the Debentures,
the 1ssuance of such shares of Common Stock in connection with a conversion of the
Debentures, and the mdemmfication of the Transfer Agent for all loss, hability, or expense in
carrving out the authenty and dwection contamned i the wrevocable letter agreement (the
“Letter Agreement” )

NOW, THEREFORE, BE IT:

RESOLVED, that the Corporation 15 hereby authonzed and instructed to enter
into and perform the Agreement (including, without limitation, the incurrence of indebtedness
thereunder), the Debentures, the Letter Agreement, and all other related documents and, to the
extent that any corporate action has been taken prior to the date hereof with respect to any
matter which would be othervise authonzed pursuant hereto, such action 1s hereby ratified and
confirmed in its entirety;

RESOLVED. that the Corporahon is hereby wurevocably authonzed and
instructed to 1ssue the Secunties (as defined i the Agreement) and all Common Stock {mcluding
without linutation the 1ssuance of 100,000 shares of Common Stock (the “Restncted Stock™) to
Peak One Investments, LLC pursuant to the Agreement) 1ssuable under the Agreement or upon
conversion of the Debentures. when 1ssued pursuant to the Transaction Documents (as defined in




the Agreement), shall be fully-paid, validly issned, non-assessable shares of Common Stock of
the Corporation;

RESOLVED. that the Corporation 15 hereby imrevocably authonzed and
mstructed to: (1) reserve shares of Common Stock of the Corporation to be issued upon any
conversion of the Debentures, (11) issue such shares of Common Stock i connection with a
conversion of the Debentures. upon issuance of a notice of conversion by the holder of the
Debentures) without any further action or confirmation by the Corporation, (11) indemmfy the
Transfer Agent for all loss, hiability, or expense in carryving out the authority and direction
contamed in the Letter Agreement (1v) provide a power or attorney wherem it appownts the
Investor as the Corporation's attorney-in-fact for purposes of the transactions contemplated by
the Letter Agreement.

RESOLVED, that any executive officer of the Corporation be, and hereby 15,
authonzed. empowered and directed, from tume to time. to take such additional acthion and to
execute, certify and deliver to the transfer agent of the Corporation, as any appropnate or
proper to implement the provisions of the foregoing resolutions: and

RESOLVED. that the foregoing resolutions are wrevocable and cannot be
modified. repealed or rescinded without the prior written consent of the Buyer, any purported
modification. repeal or rescission without the prior wntten consent of the Buver bemg voud.
mvalid. of no force or effect and unenforceable: and

The undersigned. do hereby certify that we are members of the Board, that the
attached 1s a true and correct copy of resolutions duly adopted and ratified at a meeting of the
Board duly convened and held in accordance wath its by-laws and the laws of the Corporation’s
state of incorporation. as transcribed by us from the minutes: and that the same have not in any
way been modified, repealed or rescinded and are i full force and effect. The foregomng
resolutions are urevocable and cannot be modified, repealed or rescinded without the prior
written consent of the Buver.

[Signature Page Follows]




IN WITNESS WHEREOQOF . we have hereunto set our hands as Members of the
Board of Directors of the Corporation

Dated: March __, 2017

Name: Bill Willhams
Title: Director




EXHIBIT D

OFFICER'S CERTIFICATE

The undersigned, Bill Willams, Cluef Executive Officer of NaturalShrnimp
Incorporated. a Nevada corporation (the “Company’). in connection with the sale and 1s5uance
of those certain Debentures in the aggregate principal amount of up to Four Hundred
Thousand and 00/100 Dollars (340000000}, in accordance with that certan Securnities
Purchase Agreement dated March | 2017, by and between the Company and Peak One
Opportunity Fund, L P. (the “"Purchase Agreement’ ), hereby certifies that:

1 [ am the duly appomted Chuef Executive Officer of the Company.

2 Antached hereto as Exhibit I 15 a true and complete copy of the Articles of
Incorporation of the Company and all amendments thereto to the date hereof

3 Attached hereto as Exhibit IT 15 a true and complete copy of the Bylaws of the
Company as i effect on the date hereof

4 Antached hereto as Exhibit III are resolutions dated March _ . 2017, duly
adopted by the Board of Directors of the Company, which resolutions have not been amended,
modified or rescinded and remain on this date i full force and effect

5 The representations and warranties made by the Company in the Purchase
Agreement are true and comrect in all matenal respects as of the date of this Officer’s
Certificate. The capitalization of the Company described in the Purchase Agreement has not
changed as of the date hereof

6.  As of the date hereof. the Company has satisfied and duly performed all of the
conchitions and obligations specified the Purchase Agreement to be satisfied on or prior to the
Closing Date (as defined in the Purchase Agreement) or such conditions and obligations have
been waived expressly m writing signed by the purchaser

7. The Company has complied with or, if compliance prior to Closing (as defined in
the Purchase Agreement) is not required. promptly following the Closing the Company shall
comply with. the filing requirements in respect of this transaction under (a) Regulation D
under the Secunties Act of 1933, as amended (the “1933 Aect”) (and applicable Blue Sky
regulations) and (b) the Secunties Exchange Act of 1934, as amended

8 There has been no adverse change i the business, affawrs, prospects, operations,
properties, assets or condition of the Company since the date of the Company's most recent
financial statements filed with the SEC, other than losses and matters which would not,
mdividually or in the aggregate. have a Material Adverse Effect (as defined in the Purchase
Agreement).




9 The Company is qualified as a foreign corporation m all jurisdictions in which
the Company owns or leases properties, or conducts any business except where fallure of the
Company to be so qualified would not have a Material Adverse Effect (as definad in the

Purchase Agreement).

10, The Company 15 subject to the reporting requurements of Section 13 or 15(d) of
the Secunties Exchange Act of 1934, as amended. and 1s in compliance with all applicable
filing requirements. and has filed all required reports during the previous twelve months.

11, To the best of my knowledge and belief, no officer, director, owner of ten percent
(10%) or more of the common stock. or other affiliate of the Company has been convicted
within the previous ten (10} vears of any felony in connection with the purchase or sale of any
security, nor been subject to a Unuted States Postal Service false representation order within the
past five (3) years.

12, The Company is an operating company, and 1s not a shell company. If the
Company has previously been a shell company, it has smce filed Form 10 mformation
(supporting the claim that it 1s no longer a shell company), reported that it 15 no longer a shell
company. filed all required reports for at least twelve consecutive months after the filing of the
respective Form 10 mformation, and has therefore complhied wiath Rule 144(1(2).

13.  The Company is a corporation organized under the laws of the state of Nevada
and 15 1n good standing theremn

[Signature Page Follows]




IN WITNESS WHEREOF, the undersigned has executed tlus Officer's Certificate as
of March __, 2017

Name: Bill Williams
Title: Chief Executive Officer




EXHIBIT I
ARTICLES OF INCORPORATION

(see attached)




EXHIBIT II
BYLAWS

(see attached)




EXHIBIT III
RESOLUTIONS OF THE BOARD OF DIRECTORS

(see Exhubat C to Secunties Purchase Agreement)




Exhibit 10.2

AMENDMENT #1 TO THE SECURITIES PURCHASE AGREEMENT
ENTERED INTO ON MARCH 16, 2017

THIS AMENDMENT #1 TO THE SECURITIES PURCHASE AGREEMENT ENTERED INTO ON March 16, 2017
{the “Amendment”") is made effective as of July 5, 2017, by and between Naturalshrimp Incorporated. a Mevada corporation
(the “Company™), and Peak One Opportunity Fund, L.P., a Delaware limited parmnership (the “Holder”) (collectively the
“Parties™).
BACKGROUND

A. The Company and Holder are the parties to that certain securities purchase agreement originally entered into by
the Company to the Holder on March 16, 2017 (the “Agreement”); and

B. The Company and Holder desire to amend the Agreement as set forth expressly below.

NOW THEREFORE, in consideration of the execution and delivery of the Amendment and other good and valuable
consideration, the receipt and sulficiency of which are hereby acknowledged, the parties agree as follows:

I. All references to “Four Hundred Thousand and 00/100 Dollars ($400,000.00)" in the Agreement and
all ancillary transactional documents shall be replaced with “Three Hundred Twenty Five Thousand and 00/100 Dollars
($325,000.00)",

2. All references to “Three Hundred Sixty Thousand and 00/100 Dollars ($360,000.00)" in the
Agreement and all ancillary transactional documents shall be replaced with “Two Hundred Ninety Two Thousand Five
Hundred and 00/100 Dollars ($292,500.00)".

3. The definition of “Second Debenture™ in the Agreement shall be replaced with the following:

{xxv) "Second Debenture™ means the second of the three (3) Debentures, in the principal amount of Seventy Five
Thousand and 00/100 Dollars ($75,000.00), which is issued by the Company to the Buyer on the Second Closing Date.

4. The definition of “Second Purchase Price™ in the Agreement shall be replaced with the following:

(xxvi) “Second Purchase Price” shall be Sixty Seven Thousand Five Hundred and 00/100 Dollars ($67,500.00)

. . [UlU' =57500 “mm‘l
5. On the Second Closing Date, Holder shall withhold the following oo socomerr
Price: (1) $1,000.00 for the legal fees of the Buyer’s counsel with respect to the Second Debenture and (2) $1,000.00 for
Investments (as defined in the Agreement) as a non-accountable fee for Investments® expenses and analysis performed in
connection with the Second Debenture.

6. On the Second Closing Date, the Company shall issue 75,000 shares of Restricted Stock (as defined in
the Agreement) to Investments as a non-accountable fee for Investments” expenses and analysis performed in connection with
the Second Debenture,

- This Amendment shall be deemed part of, but shall take precedence over and supersede any provisions
1o the contrary contained in the Agreement. Except as specifically modified hereby, all of the provisions of the Agreement,
which are not in conflict with the terms of this Amendment. shall remain in full force and effect.

[Signature page to follow]




IN WITNESS WHEREOF, the parties hereto have executed this Amendment as of the date first above written.

Naturalshrimp Incorporated Peak One Opportunity Fund, L.P.

Byfgﬂ-'/—‘z@. e pome
Name: Bill Williams
Title: Chief Executive Qfficer




SIGNING DEBENTURE

NEITHER THESE SECURITIES NOR THE SECURITIES ISSUABLE UPON CONVERSION
HEREOF HAVE BEEN REGISTERED WITH THE UNITED STATES SECURITIES AND
EXCHANGE COMMISSION OR THE SECURITIES COMMISSION OF ANY STATE OR
UNDER THE SECURITIES ACT OF 1933, AS AMENDED. THE SECURITIES ARE
RESTRICTED AND MAY NOT BE OFFERED, RESOLD, PLEDGED OR TRANSFERRED
EXCEPT AS PERMITTED UNDER THE ACT PURSUANT TO REGISTRATION
REQUIREMENTS THEREOF OR EXEMPTION THEREFROM.

NATURALSHRIMP INCORPORATED
CONVERTIBLE DEBENTURE DUE JULY §, 2020
Issuance Date: July 5, 2017 Principal Amount: $75,000,00

FOR VALUE RECEIVED, NATURALSHRIMFP INCORPORATED. a
corporation organized and existing under the laws of the State of Nevada) (the “Company™).
hercby promises to pay to PEAK ONE OPPORTUNITY FUND, L.P., having its address at
333 South Hibiscus Drive, Miami Beach, FL 33139, or its assigns (the “Holder” and together
with the other holders of Debentures issued pursuant to the Securities Purchase Agreement (as
defined below), the “Holders™), the initial principal sum of Seventy Five Thousand and 00/100
Dollars ($75,000.00) (subject to adjustment as provided herein, the “Principal Amount™) on July
5, 2020 (the “Maturity Date™). The Company has the option to redeem this Debenture prior o
the Maturity Date pursuant to Section 2(b). All unpaid principal duc and payable on the
Maturity Date shall be paid in the form of Common Stock of the Company, par value $0.0001
per share (“Common Stock”™) pursuant to Section 3. The Holder has the option to cause any
outstanding principal and accrued interest, if any. on this Debenture to be converted into
Common Stock at any time prior to the Redemption Date (as defined below) or the Maturity
Date pursuant to Section 2(a).

This Debenture is one of the Debentures referred to in the Securities Purchase
Agreement (the “Securities Purchase Agreement™) dated as of March 16, 2017, between the
Company and the Holder. Capitalized terms used but not defined herein shall have the meanings
set forth in the Securities Purchase Agreement. This Debenture is subject to the provisions of the
Securities Purchase Agreement and further is subject to the following additional provisions:

1. This Debenture has been issued subject to investment representations of the
original purchaser hereof and may be transferred or exchanged only in compliance with the
Securities Act and other applicable state and foreign securities laws. The Holder may transfer or
assign this Debenture (or any part thereof) without the prior consent of the Company, and the
Company shall cooperate with any such transfer. In the event of any proposed transfer of this
Debenture, the Company may require, prior to issuance of a new Debenture in the name of such
other Person, that it receive reasonable transfer documentation including legal opinions that the
issuance of the Debenture in such other name does not and will not cause a violation of the
Securities Act or any applicable siate or foreign securities laws or is exempt from the registration
requirements of the Securities Act. Prior to due presentment for transfer of this Debenture to




which the Company has consented, the Company and any agent of the Company may treat the
Person in whose name this Debenture is duly registered on the Company’s books and records of
outstanding debt sccuritics and obligations (“Debenture Register”) as the owner hereof for the
purpose of receiving payment as herein provided and for all other purposes, whether or not this
Debenture be overdue, and neither the Company nor any such agent shall be affected by notice to
the contrary.

2 Conversion at Holder's Option; Redemption at Company’s Option.

a The Holder is entitled to, at any time or from time to time, convert the
Conversion Amount (as defined below) into Conversion Shares, at a conversion price for cach
share of Common Stock (the “Conversion Price™) equal to either: (i) if no Event of Default (as
defined herein) has occurred and the date of conversion is prior to the date that is one hundred
eighty (180) days after the Issuance Date, $0.30, or (ii) if an Event of Default has occurred or the
date of conversion is on or after the date that is one hundred eighty (180) days afier the Issuance
Date, the lesser of (a) $0.30 or (b) Sixty percent (60%) of the lowest closing bid price (as
reported by Bloomberg LP) of the Common Stock for the twenty (20) Trading Days immediately
preceding the date of the date of conversion of the Debentures (provided, further, that if either
the Company is not DWAC Operational at the time of conversion or the Common Stock is traded
on the OTC Pink (“OTCP") at the time of conversion, then Sixty percent (60%) shall
automatically adjust to Fifty Five percent (55%) of the lowest closing bid price (as reported by
Bloomberg LP) of the Common Stock for the twenty (20) Trading Days immediately preceding
the date of conversion of the Debentures), subject in each case to equitable adjusiments resulting
from any stock splits, stock dividends, recapitalizations or similar events. The Company shall
issue irrevocable instructions to its Transfer Agent regarding conversions such that the transfer
agent shall be authorized and instructed to issue Conversion Shares upon its receipt of a Notice
of Conversion without further approval or authorization from the Company. For purposes of this
Debenture, the “Conversion Amount” shall mean the sum of (A) all or any portion of the
outstanding Principal Amount of this Debenture, as designated by the Holder upon exercise of its
right of conversion plus (B) any interest, pursuant to Section 10 or otherwise, that has accrued on
the portion of the Principal Amount that has been designated for payment pursuant to (A).

Conversion shall be effectuated by delivering by facsimile, email or other delivery
method to the Transfer Agent of the completed form ol conversion notice attached hereto as
Annex A (the “Notice of Conversion™), executed by the Holder of the Debenture evidencing
such Holder's intention to convert this Debenture or a specified portion hereof. No fractional
shares of Common Stock or scrip representing fractions of shares will be issued on conversion,
but the number of shares issuable shall be rounded to the nearest whole share. The Holder may,
at its election, deliver a Notice of Conversion 1o either the Company or the Transfer Agent. The
date on which notice of conversion is given (the “Conversion Date™) shall be deemed 1o be the
date on which the Company or the Transfer Agent, as the case may be, receives by fax, email or
other means of delivery used by the Holder the Notice of Conversion (such receipt being
evidenced by clectronic confirmation of delivery by facsimile or email or confirmation of
delivery by such other delivery method used by the Holder). Delivery of a Notice of Conversion
to the Transfer Agent may be given by the Holder by facsimile at 727-289-0010, by email to
kwhiteside@islandstockiransfer.com or by delivery to the Transfer Agent at the address set forth
in the Tran: n i simile number, email or street
address_as may be designated by the Transfer Agent to the Holder). Delivery of a Notice of

2




Conversion to the Company shall be given by the Holder pursuant to the notice provisions set
forth in Section 10 of the Agreement. The Conversion Shares must be delivered to the Holder
within two (2) business days from the date of delivery of the Notice of Conversion to the
Transfer Agent or Company, as the case may be. Conversion shares shall be delivered by
DWAC so long as the Company is then DWAC Operational, unless the Holder expressly
requests delivery in certificaied form or the Conversion Shares are in the form of Restricted
Stock and are required lo bear a restrictive legended. Conversion Shares shall be deemed
delivered (i) if delivered by DWAC, upon deposit into the Holder's brokerage account, or (ii) if
delivered in certificated form, upon the Holder's actual receipt of the Conversion Shares in
certificated form at the address specified by the Holder in the Notice of Conversion, as
confirmed by written receipt.

Notwithstanding the foregoing, unless the Holder delivers to the Company written
notice at least sixty-one (61) days prior to the effective date of such notice that the provisions of
this paragraph (the “Limitation on Ownership™) shall not apply to such Holder, in no event shall
a holder of Debentures have the right to convert Debentures into, nor shall the Company issue to
such Holder, shares of Common Stock to the extent that such conversion would result in the
Holder and its affiliates together beneficially owning more than 4.99% of the then issued and
outstanding shares of Common Stock. For purposes hereof, beneficial ownership shall be
determined in accordance with Section 13(d) of the Exchange Act and Regulation 13D-G under
the Exchange Act.

b So long as no Event of Default (as defined in Section 10) shall have
oceurred and be continuing (whether such Event of Default has been declared by the Holder)
(unless the Holder consents 1o such redemption notwithstanding such Event of Default, as
described in clause (v), below), the Company may at its option call for redemption all or part of
the Debentures, with the exception of any portion thercof which is the subject of a previously-
delivered Notice of Conversion, prior to the Maturity Date, as follows:

(i) The Debentures called for redemption shall be redeemable by the
Company, upon not more than two (2) days written notice, for an amount (the “Redemption
Price™) equal to: (i) if the Redemption Date (as defined below) is ninety (90) days or less from
the date of issuance of this Debenture, One Hundred Five percent (105%) of the sum of the
Principal Amount so redeemed plus accrued interest, if any; (ii) if the Redemption Date is greater
than or equal to one ninety-one (91) days from the date of issuance of this Debenture and less
than or equal to one hundred twenty (120) days from the date of issuance of this Debenture, One
Hundred Fifteen percent (115%) of the sum of the Principal Amount so redeemed plus accrued
interest, if any; (iii) if the Redemption Date is greater than or equal 1o one hundred twenty one
(121) days from the date of issuance of this Debenture and less than or equal to one hundred fifty
(150) days from the date of issuance of this Debenture, One Hundred Twenty percent (120%) of
the sum of the Principal Amount so redeemed plus accrued interest, if any; (iv) if the
Redemption Date is greater than or equal to one hundred fifty one (151) days from the date of
issuance of this Debenture and less than or equal 1o one hundred eighty (180) days from the date
of issuance of this Debenture, One Hundred Thirty percent (130%) of the sum of the Principal
Amount so redeemed plus accrued interest, if any; and (v) if either (1) the Debentures are in
default but the Holder consents to the redemption notwithstanding such default or (2) the
Redemption Date is greater than or equal to one hundred eighty one (181) days from the date of
issuance of this Debenture, One Hundred Forty percent (140%) of the sum of the Principal
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Amount so redeemed plus accrued interest, if any. The date upon which the Debentures arc
redeemed and paid shall be referred to as the “Redemption Date™ (and, in the case of multiple
redemptions of less than the entire outstanding Principal Amount, each such date shall be a
Redemption Date with respect to the corresponding redemption).

{ii) If fewer than all outstanding Debentures are to be redeemed and are held
by different investors, then all Debentures shall be partially redeemed on a pro rata basis.

@)  [Reserved]

("  On the Redemption Date, the Company shall cause the Holders whose
Debentures have been presented for redemption to be issued payment of the Redemption Price.
In the case of a partial redemption, the Company shall also issue new Debentures 1o the Holders
for the Principal Amount remaining outstanding after the Redemption Date promptly afier the
Holders' presentation of the Debentures called for redemption.

v) To effect a redemption the Company shall provide a written notice to the
Holder(s) not more than two (2) days prior to the Redemption Date (the “Redemption Notice™),
setting forth the following:

1. the Redemption Date;
2. the Redemption Price;

3 the aggregate Principal Amount of the Debentures being called for
redemption;

4. a statement instructing the Holders 1o surrender their Debentures
for redemption and payment of the Redemption Price, including
the name and address of the Company or, if applicable, the paying
agent of the Company, where Debentures are to be surrendered for
redemption;

5. a statement advising the Holders that the Debentures (or, in the
case of a partial redemption, that portion of the Principal Amount
being called for redemption) as of the Redemption Date will cease
1o be convertible into Common Stock as of the Redemption Date;
and

6. in the case of a partial redemption, a statement advising the
Holders that after the Redemption Date a substitute Debenture will
be issued by the Company after deduction the portion thereof
called for redemption, at no cost to the Holder, if the Holder so
requests.

Notwithstanding the foregoing, in the ¢vent the Company issues a Redemption Notice but fails to

fund the redemption on the Redemption Date, then such Redemption Notice shall be null and
void, and (i) the Holder(s) shall be entitled to convert the Debentures previously the subject of
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the Redemption Notice, and (ii) the Company may not redeem such Debentures for at least thirty
(30) days following the intended Redemption Date that was voided, and the Company shall be
required to pay to the Holder(s) the Redemption Price simultaneously with the issuance of a
Redemption Notice in connection with any subsequent redemption pursued by the Company.

3 Unless demand has otherwise been made by the Holder in writing for payment in
cash as provided hereunder, and so long as no Event of Default shall exist (whether or not notice
thereof has been delivered by the Holder to the Company), any Debentures not previously
tendered to the Company for conversion as of the Maturity Date shall be deemed to have been
surrendered for conversion, without further action of any kind by the Company or any of ils
agents, employees or representatives, as of the Maturity Date at the Conversion Price applicable
on the Maturity Date ("Mandatory Conversion™),

4, Mo provision of this Debenture shall alter or impair the obligation of the
Company, which is absolute and unconditional to convert this Debenture into Common Stock, at
the time, place, and rate herein prescribed. This Debenture is a direct obligation of the
Company.

5 If the Company (a) merges or consolidates with another corporation or business
entity and the Company is not the surviving entity or (b) sells or transfers all or substantially all
of its assets to another Person and the holders of the Common Stock are entitled to receive stock,
securities or property in respect of or in exchange for Common Stock, then as a condition of such
merger, consolidation, sale or transfer, the Company and any such successor, purchaser or
transferee will agree that this Debenture may thereafier be converted on the terms and subject to
the conditions set forth above into the kind and amount of stock, securities or property receivable
upon such merger, consolidation, sale or transfer by a holder of the number of shares of Common
Stock into which this Debenture might have been converted immediately before such merger,
consolidation, sale or transfer, subject to adjustments which shall be as nearly equivalent as may
be practicable. In the event of any (i) proposed merger or consolidation where the Company is
not the surviving entity or (ii) sale or transfer of all or substantially all of the assets of the
Company (in either such case, a “Sale™), the Holder shall have the right to convert by delivering
a Notice of Conversion to the Company within fifteen (15) days of receipt of notice of such Sale
from the Company.

6 If, at any time while any portion of this Debenture remains owtstanding, the
Company effectuates a stock split or reverse stock split of its Common Stock or issues a dividend
on its Common Stock consisting of shares of Common Stock or otherwise recapitalizes its
Common Stock, the Conversion Price shall be equitably adjusted to reflect such action. By way
of illustration, and not in limitation, of the foregoing (i) if' the Company effectuates a 2:1 split of
its Common Stock, thereafter, with respect to any conversion for which the Company issues the
shares after the record date of such split. the Conversion Price shall be deemed to be one-half of
what it had been calculated to be immediately prior to such split; (ii) if the Company effectuates
a 1:10 reverse split of its Common Stock, thereafter, with respect to any conversion for which the
Company issues the shares after the record date of such reverse split, the Conversion Price shall
be deemed to be the amount of such Conversion Price calculated immediately prior to the record
date multiplied by 10; and (iii) if the Company declares a stock dividend of one share of
Common Stock for every 10 shares outstanding, thereafter, with respect 1o any conversion for
which the Company issues the shares after the record date of such dividend, the Conversion Price

5




shall be deemed to be the amount of such Conversion Price calculated immediately prior to such
record date multiplied by a fraction, of which the numerator is the number of shares for which a
dividend share will be issued and the denominator is such number of shares plus the dividend
share(s) issuable or issucd thereon,

7 All payments contemplated hereby to be made “in cash™ shall be made by wire
transfer of immediately available funds in such coin or currency of the United States of America
as at the time of payment is legal tender for payment of public and private debts. All payments
of cash and cach delivery of shares of Common Stock issuable to the Holder as contemplated
hereby shall be made to the Holder to an account designated by the Holder to the Company and
if the Holder has not designated any such accounts at the address last appearing on the Debenture
Register of the Company as designated in writing by the Holder from time to time; except that
the Holder may designate, by notice to the Company. a different delivery address for any one or
maore specific payments or deliveries.

& The Holder of the Debenture, by acceptance hereof, agrees that this Debenture is
being acquired for invesiment and that such Holder will not offer, sell or otherwise dispose of
this Debenture or the Shares of Common Stock issuable upon conversion thereof except in
compliance with the terms of the Securitics Purchase Agreement and under circumstances which
will not result in a violation of the Securities Act or any applicable state Blue Sky or foreign laws
or similar laws relating to the sale of securities.

9 This Debenture shall be governed by and construed in accordance with the laws
of the State of Nevada. Each of the parties consents to the exclusive jurisdiction and venue of
the state and/or federal courts located in Miami-Dade County, Florida in connection with any
dispute arising under this Agreement. This provision is intended to be a “mandatory” forum
selection clause and governed by and interpreted consistent with Florida law (Nevada law
governing all other, substantive matters). Each of the parties hereby consents to the exclusive
jurisdiction and venue of any state or federal court having its situs in said county, and ecach
waives any objection based on forum non conveniens. To the extent determined by such court,
the Company shall reimburse the Holder for any reasonable legal fees and disbursements
incurred by the Holder in enforcement of or protection of any of its rights under this Debenture
or the Securities Purchase Agreement.

10.  The following shall constitute an “Event of Default™

a The Company fails in the payment of principal or interest (to the extent
that interest is imposed under this Section 10) on this Debenture as required to be paid in cash
hereunder, and payment shall not have been made for a period of five (5) business days
following the payment due date (as to which no further cure period shall apply); or

h Any of the representations or warranties made by the Company herein, in
the Securities Purchase Agreement or in any certificate or financial or other wrillen slatements
heretofore or hereafter furnished by the Company to the Holder in connection with the issuance
of this Debenture, shall be false or misleading (including without limitation by way of the
misstatemnent of @ material fact or the omission of a material fact) in any material respect at the
time made (as to which no cure period shall apply); or




& The Company fails to remain listed on OTCP, OTCQB, or OTCQX, or a
more senior stock exchange any time from the date hereof to the Maturity Date for a period in
excess of five (5) Trading Days (as to which no further cure period shall apply): or

d The Company (i) fails to timely file required SEC reports when due
(including extensions), becomes, is deemed to be or asserts that it is a “shell company™ at any
time for purposes of the 1933 Act, and Rule 144 promulgated thereunder or otherwise takes any
action, or refrains from taking any action, the result of which makes Rule 144 under the 1933
unavailable to the Holder for the sale of their Securities, (ii) fails to issue shares of Common
Stock 1o the Holder or to cause its Transfer Agent to issue shares of Common Stock upon
exercise by the Holder of the conversion rights of the Holder in accordance with the terms of this
Debenture, (iii) fails to transfer or to cause its Transfer Agent to transfer any certificate for
shares of Common Stock issued to the Holder upon conversion of this Debenture as and when
required by this Debenture and such transfer is otherwise lawful, (iv) fails to remove any
restrictive legend or lo cause its Transfer Agent to transfer any certificate or any shares of
Common $tock issued to the Holder upon conversion of this Debenture as and when required by
the relevant Transaction Document(s) and such legend removal is otherwise lawful, or (v) the
Company fails to perform or observe any of its obligations under the Section 5 of the Agreement
or under the Transfer Agent Instruction Letter (no cure period shall apply in the case of clauses
(i) through (v) above, inclusive); or

9 The Company fails to perform or observe, in any material respect (i) any
other covenant, term, provision, condition, agreement or obligation set forth in the Debenture,
(subject to a cure period of three (3) days other than in the case of a failure under Section 3
hereof, as to which no cure period shall apply), or (ii) any other covenant, term, provision,
condition, agreement or obligation of the Company set forth in the Securities Purchase
Agreement and such failure shall continue uncured for a period of either (1) three (3) days after
the occurrence of the Company’s failure under Section 4(d). (¢} (except as described in Section
10(c) hereof, as to which Section 10(c) hercof shall control), (f), (g) or (h) of the Securities
Purchase Agreement, or (2) ten (10) days after the occurrence of the Company’s failure under
any other provision of the Securities Purchase Agreement not otherwise specifically addressed in
the Events of Default set forth in this Section 10; or

£ The Company shall (1) admit in writing its inability to pay its debis
generally as they mature; (2) make an assignment for the benefit of creditors or commence
proceedings for its dissolution; or (3) apply for or consent to the appointment of a trustee,
liquidator or receiver for its or for a substantial part of its property or business (as to which no
cure period shall apply); or

g A trustee, liquidator or receiver shall be appointed for the Company or for
a substantial part of its property or business without its consent and shall not be discharged
within sixty (60) days after such appointment (as to which no cure period shall apply); or

h Any governmental agency or any court of competent jurisdiction at the
instance of any governmental agency shall assume custody or control of the whole or any
substantial portion of the properties or assets of the Company and shall not be dismissed within
sixty (60) days thereafier (as to which no cure period shall apply); or




i Any money judgment, wril or warrant of attachment, or similar process
(including an arbitral determination), in excess of Fifty Thousand Dollars (850,000} in the
aggregate shall be entered or filed against the Company or any of its propertics or other assets (as
10 which no cure period shall apply); or

3 The occurrence of a breach or an event of default under the terms of any
indebtedness or financial instrument of the Company or any subsidiary (including but not limited
to any Subsidiary) of the Company in an aggregate amount in excess of Fifty Thousand Dollars
($50,000) or more which is not waived by the creditors under such indebtedness (as to which no
cure period shall apply); or

k Bankruptcy, reorganization, insolvency or liquidation proceedings or other
proceedings for reliel under any bankruptey law or any law for the relief of debtors shall be
instituted by or against the Company and, if instituted against the Company, shall not be
dismissed within sixty (60) days after such institution or the Company shall by any action or
answer approve of, consent to, or acquiesce in any such proceedings or admit the material
allegations of, or default in answering a petition filed in any such proceeding (as to which no
further cure period shall apply); or

L The issuance of an order, ruling, finding or similar adverse determination
the SEC, the Secretary of State of the State of Nevada or Florida, the National Association of
Securities Dealers, Inc. or any other securitics regulatory body (whether in the United States,
Canada or elsewhere) having proper jurisdiction that the Company and/or any of its past or
present directors or officers have committed a material violation of applicable securitics laws or
regulations (as to which no cure period shall apply): or

m The Company shall have its Common Stock suspended or delisted from a
national securities exchange or an electronic quotation service such as the OTCP, OTCQB, or
OTCQX for a period in excess of five (5) Trading Days (as to which no further cure period shall
apply): or

n Any of the following shall occur and be continuing: a breach or default by
any party under (a) any agreement identified by the Company in its SEC filings as a material
agreement or (b) any note or other form of indebtedness in favor of the Company representing
indebtedness of at least Fifty Thousand Dollars ($50.000.00), irrespective of whether such
breach or default was waived (as to which no cure period shall apply): or

a Notice of a Material Adverse Effect is provided by the Company or the
determination in good faith by the Holder that a Material Adverse Effect has occurred (as to
which no cure period shall apply); or

B The Company attempts to modify, amend, withdraw, rescind, disavow or
repudiate any part of the Irrevocable Instructions (as to which no cure period shall apply).

q Any attempt by the Company or its officers, directors, and/or affiliates to
transmit, convey, disclose, or any actual transmittal, convevance, or disclosure by the Company
or its officers, directors, and/or affiliates of, material non-public information concerning the




Company, to the Holder or its successors and assigns, which is not immediately cured by
Company’s filing of a Form 8-K pursuant to Regulation FD on that same date.

c At any time while this Debenture is outstanding, the lowest traded price on
the OTCP, OTCOQB, or OTCOQX, or other applicable principal trading market for the Common
Stock, is equal to or less than $0.0001.

Then, or al any time thereafter, the Company shall immediately give
written notice of the occurrence of such Event of Default to the Holders of all Debentures then
outstanding, and in cach and every such case, unless such Event of Default shall have been
waived in writing by a majority in intcrest of the Holders of the Debentures (which waiver shall
not be deemed 1o be a waiver of any subsequent default), then at the option of a majority in
interest of the Holders and in the discretion of a majority in interest of the Holders, take any or
all of the following actions: (i) pursue remedies against the Company in accordance with any of
the Holder's rights, (ii) increase the interest rate applicable to the Debentures to the lesser of
cighteen percent (18%) per annum and the maximum interest rate allowable under applicable
law, (iii) in the case of an Event of Default under Section 10(e){ii)(1) based on the Company’s
failure to be DWAC Operational, increase the Principal Amount to an amount cqual to one
hundred five percent (105%) of the then-outstanding Principal Amount, (iv) in the case of an
Event of Default under Section 10(d)(i), increase the Principal Amount to an amount equal to
one hundred ten percent (110%) of the then-outstanding Principal Amount, (v) in the case of an
Event of Default under Section 10(d)(i) through (v), increase the Principal Amount of the
relevant Holder's Debenture by One Thousand Dollars and 00/100 ($1,000.00) for each day the
related failure continues, (vi) in the case of an Event of Default under Section 10(d)(ii) through
{v) arising from an untimely delivery to the Holder of Conversion Shares or shares of Common
Stock in de-legended form, if the closing bid price of the Common Steck on the Trading Day
immediately prior to the actual date of delivery of Conversion Shares or de-legended shares, as
the case may be, is less than the closing bid price on the Trading Day immediately prior to the
date when Conversion Shares or de-legended shares were required to be delivered, increase the
Principal Amount of the relevant Holder's Debenture by an amount per share equal to such
difference, and (vii) following the expiration of the applicable grace period (if any). at the option
and discretion of the Holder, accelerate the full indebtedness under this Debenture, in an amount
equal to one hundred forty percent (140%) of the outstanding Principal Amount and accrued and
unpaid interest (the “Acceleration Amount™), whereupon the Acceleration Amount shall be
immediately due and payable, without presentment, demand, protest or notice of any kinds, all of
which are hereby expressly waived, anything contained herein, in the Securitics Purchase
Agreement or in any other note or instruments to the contrary notwithstanding. In the case of an
Event of Default under Section 10(d)ii), the Holder may either (i) declare the Acceleration
Amount to exclude the Conversion Amount that is the subject of the Event of Default, in which
case the Acceleration Amount shall be based on the remaining Principal Amount and accrued
interest (if any), in which case the Company shall continue o be obligated o issue the
Conversion Shares, or (ii) declare the Acceleration Amount to include the Conversion Amount
that is the subject of the Event of Default, in which case the Acceleration Amount shall be based
on the full Principal Amount, including the Conversion Amount, and accrued interest (if any),
whercupon the Notice of Conversion shall be deemed withdrawn. At its option, the Holder may
elect to convert the Debenture pursuant to Section 2 notwithstanding the prior declaration of a
default and acceleration, in the sole discretion of such Holder. A majorily in interest of the
Holders may immediately enforce any and all of the Holder's rights and remedies provided
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herein or any other rights or remedies afforded by applicable law, Notwithstanding the
foregoing, in the case of a default under Section 10(d)(ii) through (iv), the Holder qf the
Debenture sought to be converted, transferred or de-legended, as the case may be, acting singly.
shall have the sole and absolute discretion to increase the applicable interest rate on the
Debentures held by such Holder and/or to accelerate the Debenture(s) held by such Holder. The
Company expressly acknowledges and agrees that the Holder's exercise of any or all of the
remedies provided herein or under applicable faw, including without limitation the increase(s) in
the Principal Amount and the Acceleration Amount as may be declared in the case of a default, is
reasonable and appropriate due to the inability to define the financial hardship that the
Company’s default would impose on the Holders. To the extent that the Holder's exercise of any
of its remedies in the case of an Event of Default shall be construed to exceed the maximum
interest rate allowable under applicable law, then such remedies shall be reduced to equal the
maximum interest rate allowable under applicable law

1. Nothing contained in this Debenture shall be construed as conferring upon the
Holder the right Lo vote or to reccive dividends or to consent or receive nolice as a sharcholder in
respect of any meeting of shareholders or any rights whatsoever as a sharcholder of the
Company, unless and to the extent converted in accordance with the terms hercof.

12 This Debenture may be amended only by the written consent of the parties hereto.
Notwithstanding the foregoing, the Principal Amount of this Debenture shall automatically be
reduced by any and all Conversion Amounts (to the extent that the same relate to principal
hereof). In the absence of manifest error, the outstanding Principal Amount of the Debenture on
the Holder's book and records shall be the correct amount.

13.  In the event of any inconsistency between the provisions of this Debenture and
the provisions of any other Transaction Document, the provisions of this Debenture shall prevail.
Without limiting the generality of the foregoing, in the event the Transfer Agent is not required
to transfer any Commeon Stock. issue Conversion Shares or de-legended shares of Restricted
Stock pursuant to the Transfer Agent Instruction Letter, this shall not operate as an excuse,
extension or waiver of the Company’s obligation to issue and deliver Conversion Shares or de-
legended Restricted Stock.

4. The Company specifically acknowledges and agrees that in the event of a breach
or threatened breach by the Company of any provision hercof or of any other Transaction
Document, the Holder will be irreparably damaged, and that damages at law would be an
inadequate remedy if this Debenture or such other Transaction Document were not specifically
enforced. Therefore, in the event of a breach or threatened breach by the Company. the Holder
shall be entitled, in addition to all other rights and remedies, to an injunction restraining such
breach, without being required to show any actual damage or to post any bond or other security,
and/or 1o a decree for a specific performance of the provisions of this Debenture and the other
Transaction Documents.

15. No waivers or consents in regard to any provision of this Debenture may be given
other than by an instrument in writing signed by the Holder.

16, Each time, while this Debenture is outstanding, the Company enters into a Section
3(a)(9) rransaction (including but not limited to the issuance of new promissory notes or
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debentures, or of a replacement promissory note or debenture), or Section 3(a)(10) transaction, in
which any 3rd party has the right to convert monies owed to that 3rd party (or receive shares
pursuant 1o a settlement or otherwise) at a discount to market greater than the Conversion Price
in effect at that time (prior to all other applicable adjustments in this Debenture), then the
Conversion Price shall be automatically adjusted to such greater discount percentage (prior to all
applicable adjustments in this Debenture) until this Debenture is no longer outstanding. Each
time, while this Debenture is outstanding, the Company enters into a Section 3(a)(9) transaction
{including but not limited to the issuance of new promissory notes or debentures, or of a
replacement promissory note or debenture), or Section 3(a)}(10) transaction, in which any 3rd
party has a look back period greater than the look back period in effect under this Debenture at
that time (currently a twenty (20) Trading Day look back period as described in this Debenture
applies). then the Holder's look back period shall automatically be adjusted to such greater
number of days until this Debenture is no longer outstanding. The Company shall give written
notice to the Holder, with the adjusted Conversion Price and/or adjusted look back period (cach
adjustment that is applicable due to the triggering event), within one (1) business day of an event
that requires any adjustment described in this section,

[Signature Page Follows]




IN WITNESS WHEREOF, the Company has caused this Debenture to be duly executed
by an officer thereunto duly authorized as of the date of issuance set forth above.

NATURALSHRIMP INCORPORATED

By: /f.c-&{a S Trille pame/
Name: Bill Williams
Title: Chief Executive Officer

[Signature Page 1o Convertible Debenture]
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