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CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities to be Registered  
Amount to be
Registered (1)   

Proposed
Maximum

Offering Price
Per Share (2)   

Proposed
Maximum
Aggregate

Offering Price
(2)   

Amount of
Registration

Fee (2) 

Common stock, par value $0.001 per share, subject to outstanding stock
options issued under the Parametric Sound Corporation 2012 Stock Option
Plan  198,000   $10.1634   $2,012,350   $274.48 
Common stock, par value $0.001 per share, reserved for future issuance
under the Parametric Sound Corporation 2012 Stock Option Plan   302,000    $18.235    $5,506,970    $751.15 
Common stock, par value $0.001 per share, subject to the Inducement
Stock Option Grant issued to Stephen Thesing dated June 26, 2012   32,000    $9.25    $296,000    $40.38 
Total   532,000        $7,815,320   $ $1,066.01 
                 
 
(1) Pursuant to Rule 416(a) under the Securities Act of 1933, as amended (the “Securities Act”), this registration statement also covers an indeterminate
number of additional shares that may be issued in connection with a stock split, stock dividend or similar capital adjustment, as required by the Parametric
Sound Corporation 2012 Stock Option Plan or the Inducement Stock Option Grant.
 
(2) Pursuant to Securities Act Rule 457(h), the maximum offering price, per share and in the aggregate, and the registration fee were calculated: (i) with
respect to the 198,000 shares subject to currently outstanding stock options issued under the Parametric Sound Corporation 2012 Stock Option Plan, on the
basis of the weighted average exercise price of such options (exercise prices range from $9.95 to $10.95); (ii) with respect to the 302,000 shares reserved for
future issuance under the Parametric Sound Corporation 2012 Stock Option Plan, based on the average of the high and low prices of the registrant’s common
stock on April 30, 2013, as reported by the NASDAQ Capital Market; and (iii) with respect to the 32,000 shares subject to the Inducement Stock Option
Grant, based upon the exercise price of such grant.
 

 



 

 
 

 
EXPLANATORY NOTE

 
This registration statement is being filed for the purpose of registering:
 
(1) Up to 198,000 shares of common stock of Parametric Sound Corporation (the “Company”) that may be issued pursuant to outstanding stock

options under the Parametric Sound Corporation 2012 Stock Option Plan;
 

(2) Up to 302,000 shares of common stock of the Company reserved for future issuance pursuant to the Parametric Sound Corporation 2012
Stock Option Plan; and

 
(3) Up to 32,000 shares of common stock of the Company that may be issued pursuant to the Inducement Stock Option Grant issued to Stephen

Thesing dated June 26, 2012.
 
A registration statement on Form S-8 (File No. 333-181653) was filed with the Securities and Exchange Commission (the “Commission”) on May

24, 2012 to register shares of common stock initially available for issuance under the Parametric Sound Corporation 2012 Stock Option Plan and it is
effective.

 
PART I

INFORMATION REQUIRED IN THE SECTION 10(a) PROSPECTUS
 
The document(s) containing the information specified in Part I of Form S-8 will be sent or given to participants as specified by Rule 428(b)(1)

promulgated under the Securities Act of 1933.
 

PART II
INFORMATION REQUIRED IN THE REGISTRATION STATEMENT

 
ITEM 3. INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

 
The following documents of the Company filed with the Commission are incorporated herein by reference:
 
· The Company’s annual report on Form 10-K for the fiscal year ended September 30, 2012, filed with the SEC on November 28, 2012;

 
· The Company’s quarterly report on Form 10-Q for the period ended December 31, 2012, filed with the SEC on February 7, 2013;

 
· The Company’s quarterly report on Form 10-Q for the period ended March 31, 2013, filed with the SEC on May 2, 2013;

 
· The Company’s current reports on Form 8-K (or amendments thereto) filed with the SEC on each of February 25, 2013, March 1, 2013,

March 8, 2013 and April 5, 2013;
 

· The Company’s definitive proxy statement filed with the SEC on January 10, 2013; and
 

· The description of the Company’s common stock, which is contained in the Company’s registration statement on Form 8-A12B filed with the
Commission on March 21, 2012, including any amendment or report filed for the purpose of updating such description.

 
All documents subsequently filed by the Company pursuant to Sections 13(a), 13(c), 14 and 15(d) of the Securities Exchange Act of 1934, as

amended (the “Exchange Act”), prior to the filing of a post-effective amendment which indicates that all securities offered hereby have been sold or which
deregisters all securities then remaining unsold, shall be deemed to be incorporated by reference into this Registration Statement and to be a part hereof from
the date of filing of such documents; provided, however, that documents or information deemed to have been furnished and not filed in accordance with
Commission rules shall not be deemed incorporated by reference into this Registration Statement.
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Any statement contained herein or in a document, all or a portion of which is incorporated or deemed to be incorporated by reference herein, shall be

deemed to be modified or superseded for purposes of this Registration Statement to the extent that a statement contained herein or in any other subsequently
filed document which also is or is deemed to be incorporated by reference herein modifies or supersedes such statement. Any such statement so modified or
superseded shall not be deemed, except as so modified or amended, to constitute a part of this Registration Statement.

 
ITEM 4. DESCRIPTION OF SECURITIES

 
Not applicable.
 

ITEM 5. INTERESTS OF NAMED EXPERTS AND COUNSEL
 
Not applicable.

 
ITEM 6. INDEMNIFICATION OF DIRECTORS AND OFFICERS

 
Our officers and directors are indemnified as to personal liability as provided by the Nevada Revised Statutes (“NRS”), our articles of incorporation

and our bylaws. Section 78.7502 of the NRS provides that a corporation may eliminate personal liability of an officer or director to the corporation or its
stockholders for breach of fiduciary duty as an officer or director provided that such indemnification is limited if such party acted in good faith and in a
manner which he reasonably believed to be in or not opposed to the best interest of the corporation.

 
Our articles of incorporation and bylaws state that we shall indemnify our directors and officers to the fullest extent not prohibited by the NRS.

Except under limited circumstances, our bylaws provide that we will advance to any person who was or is a party or is threatened to be made a party to any
threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative, by reason of the fact that he is or was a
director or officer, prior to the final disposition of the proceeding, promptly following request therefore, all expenses incurred by any director or officer in
connection with such proceeding upon receipt of an undertaking by or on behalf of such person to repay said mounts if it should be determined ultimately that
such person is not entitled to be indemnified. In addition, to the fullest extent permitted by the NRS, we may purchase insurance on behalf of any person
required or permitted to be indemnified pursuant to our bylaws.

 
ITEM 7. EXEMPTION FROM REGISTRATION CLAIMED

 
Not applicable.
 

ITEM 8. EXHIBITS
 
See the Exhibit Index on the page immediately following the signature page to this Registration Statement, which is incorporated herein by

reference.
 

ITEM 9. UNDERTAKINGS
 
(a) The undersigned Registrant hereby undertakes:
 
(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this Registration Statement:
 
(i) To include any prospectus required by Section 10(a)(3) of the Securities Act;
 
(ii) To reflect in the prospectus any facts or events arising after the effective date of this Registration Statement (or the most recent post-effective

amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in this Registration Statement;
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(iii) To include any material information with respect to the plan of distribution not previously disclosed in this Registration Statement or any

material change to such information in this Registration Statement;
 
provided, however, that paragraphs (a)(1)(i) and (a)(1)(ii) do not apply if the information required to be included in a post-effective amendment by

those paragraphs is contained in reports filed with or furnished to the Commission by the Registrant pursuant to Section 13 or 15(d) of the Exchange Act that
are incorporated by reference in this Registration Statement.

 
(2) That, for the purpose of determining any liability under the Securities Act, each such post-effective amendment shall be deemed to be a new

registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide
offering thereof.

 
(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the

termination of the offering.
 
(b) The undersigned Registrant hereby undertakes that, for purposes of determining any liability under the Securities Act, each filing of the

Registrant’s annual report pursuant to Section 13(a) or 15(d) of the Exchange Act (and, where applicable, each filing of an employee benefit plan’s annual
report pursuant to Section 15(d) of the Exchange Act) that is incorporated by reference in this Registration Statement shall be deemed to be a new registration
statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

 
(c) Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons of the

Registrant pursuant to the provisions described in Item 6 above, or otherwise, the Registrant has been advised that in the opinion of the Commission such
indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for indemnification
against such liabilities (other than the payment by the Registrant of expenses incurred or paid by a director, officer or controlling person of the Registrant in
the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities being
registered, the Registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate
jurisdiction the question whether such indemnification by it is against public policy as expressed in the Securities Act and will be governed by the final
adjudication of such issue.
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SIGNATURES

 
Pursuant to the requirements of the Securities Act, the Registrant certifies that it has reasonable grounds to believe that it meets all of the

requirements for filing on Form S-8 and has duly caused this Form S-8 Registration Statement to be signed on its behalf by the undersigned, thereunto duly
authorized, in the City of San Diego, State of California, on May 6, 2013.

 
PARAMETRIC SOUND CORPORATION
 
 
By:/s/ Kenneth F. Potashner
Kenneth F. Potashner, Executive Chairman
 
 

POWER OF ATTORNEY
 

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below hereby constitutes and appoints Kenneth F.
Potashner, Elwood G. Norris and James A. Barnes and each of them acting individually, as his true and lawful attorneys-in-fact and agents, each with full
power of substitution, for him in any and all capacities, to sign any and all amendments (including post-effective amendments, exhibits thereto and other
documents in connection therewith) to this Registration Statement, and to file the same, with all exhibits thereto, and other documents in connection
therewith, with the Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the premises, as fully to all intents and purposes as he or she might or could do in person, hereby
ratifying and confirming all that said attorneys-in-fact and agents, or either of them individually, or their or his substitute or substitutes, may lawfully do or
cause to be done by virtue hereof.

 
Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the capacities and

on the date indicated.
 

Signature Title Date
  

/s/ Kenneth F. Potashner Executive Chairman (Principal Executive Officer) May 6, 2013
Kenneth F. Potashner   

   
/s/ James A. Barnes Chief Financial Officer, Treasurer and Secretary May 6, 2013

James A. Barnes (Principal Financial Officer and Principal Accounting Officer)  
   

/s/ James L. Honore Director May 6, 2013
James L. Honore   

   
/s/ Robert M. Kaplan Director May 6, 2013

Robert M. Kaplan   
   

/s/ Elwood G. Norris President, Chief Scientist and Director May 6, 2013
Elwood G. Norris   

   
/s/ Seth Putterman Director May 6, 2013

Seth Putterman   
   

/s/ Andrew Wolfe Director May 6, 2013
Andrew Wolfe   

 
 
 

4



 

  
INDEX TO EXHIBITS

 
Exhibit Number Description of Document

4.1 Articles of Incorporation of Parametric Sound Corporation (Nevada) dated June 2, 2010. Incorporated by reference to Exhibit 3.1
on Form 10 dated June 24, 2010.

4.1.1 Certificate of Amendment to Articles of Incorporation of Parametric Sound Corporation (Nevada), dated March 21, 2012.
Incorporated by reference to Exhibit 3.1 on Form 8-K dated March 26, 2012.

4.2 Bylaws of Parametric Sound Corporation. Incorporated by reference to Exhibit 3.2 on Form 10 dated June 24, 2010.

4.1 Form of Common Stock Certificate of Parametric Sound Corporation. Incorporated by reference to Exhibit 4.1 on Form 10/A dated
July 27, 2010.

5.1 Opinion of Sheppard Mullin Richter & Hampton, LLP.
23.1 Consent of Squar, Milner, Peterson, Miranda & Williamson, LLP.

23.2 Consent of Sheppard Mullin Richter & Hampton, LLP (included in Exhibit 5.1).
24.1 Power of attorney (included on signature page hereto).

99.1 Parametric Sound Corporation 2012 Stock Option Plan. Incorporated by reference to Exhibit 10.1 on Form 8-K dated January 3,
2012.

99.2 Amendment No. 1 to 2012 Stock Option Plan dated August 17, 2012. Incorporated by reference to Exhibit 10.11.1 on Form 8-K
dated November 28, 2012.

99.3 Amendment No. 2 to 2012 Stock Option Plan dated February 21, 2013. Incorporated by reference to Exhibit 10.1 on Form 10-Q
dated May 2, 2013.

99.4 Form of Stock Option Grant Notice and Stock Option Agreement under the 2012 Stock Option Plan. Incorporated by reference to
Exhibit 10.2 on Form 8-K dated January 3, 2012.

99.5 Inducement Stock Option Grant issued to Stephen Thesing dated June 26, 2012
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Exhibit 5.1
 

May 6, 2013
Parametric Sound Corporation
13771 Danielson Street, Suite L
Poway, CA 92064  
 

Re:         Registration Statement on Form S-8
 
Ladies and Gentlemen:

 
We have acted as special counsel to Parametric Sound Corporation, a Nevada corporation (the “Company”), in connection with the

Company’s filing of a registration statement on Form S-8 (the “Registration Statement”) under the Securities Act of 1933, as amended (the “Securities
Act”), relating to the registration of up to 532,000 shares (the “Shares”) of the Company’s common stock, par value $0.001 per share (the “Common
Stock”), which includes: (i) up to 500,000 shares of Common Stock reserved for issuance pursuant to the Company’s 2012 Stock Option Plan, as amended
(the “2012 Plan”), and (ii) up to 32,000 shares of Common Stock reserved for issuance upon the exercise of an outstanding inducement stock option
agreement described in the Registration Statement (the “Inducement Option Agreement”).

 
This opinion is being furnished pursuant to the requirements of Item 8 of Form S-8 and Item 601(b)(5)(i) of Regulation S-K promulgated by

the Securities and Exchange Commission.
 
In connection with this opinion, we have reviewed the Registration Statement, the Company’s charter documents, the proceedings taken by

the Company with respect to the authorization and adoption of the 2012 Plan (including the option or other agreements related to the Shares issued pursuant
to the 2012 Plan) and the Inducement Option Agreement, certificates of government officials, and such other documents, records, certificates, memoranda and
other instruments as we deem necessary as a basis for this opinion. With respect to the foregoing documents, we have assumed the genuineness of all
signatures, the authenticity of all documents submitted to us as originals and the conformity to originals of all documents submitted to us as certified or
reproduced copies. We have also assumed that either (i) the stock certificates to be issued to represent the Shares (collectively, the “Stock Certificates”) will
conform to the specimen common stock certificate submitted to us, and such Stock Certificates will be properly executed by the Company and countersigned
by the transfer agent or a transfer clerk and by a registrar (other than the Company) in accordance with Section 235 of the Nevada Private Corporations Act,
Nevada Revised Statutes, Title 7, Chapter 78 (78 NRS § 78.235) ("Section 235"), or (ii) the Shares will be uncertificated in accordance with Section 235 and
the Company's bylaws, and the transfer agent therefor will register the purchaser thereof as the registered owner of any uncertificated Shares on its stock
transfer books and records. We have further assumed that (i) shares currently reserved will remain available for the issuance of the Shares, and (ii) neither the
Company’s charter documents nor any of the proceedings relating to the 2012 Plan (nor any of the option agreements issued pursuant to the 2012 Plan
relating to the Shares) or the Inducement Option Agreement will be rescinded, amended or otherwise modified prior to the issuance of the Shares. We have
obtained from the officers of the Company certificates as to certain factual matters and, insofar as this opinion is based on matters of fact, we have relied on
such certificates without independent investigation.
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May 6, 2013
Page 2

 
 
Based on the foregoing review, and in reliance thereon, we are of the opinion that if, as and when the Shares are issued and sold by the

Company in accordance with the terms of (i) the stock option or other agreements provided for under the 2012 Plan or (ii) the Inducement Option Agreement,
as the case may be, and payment in full of the consideration therefor is received by the Company, the Shares will be validly issued, fully paid and
nonassessable.

 
We consent to the filing of this opinion letter as Exhibit 5.1 to the Registration Statement. In giving such consent, we do not thereby admit

that we come within the category of persons whose consent is required under Section 7 of the Securities Act.
 
We express no opinion as to matters governed by any laws other than the Nevada Private Corporations Act, the applicable provisions of the

Nevada Constitution and reported decisions of the Nevada courts interpreting these respective laws.
 
Our opinion is expressly limited to the matters set forth above, and we render no opinion, whether by implication or otherwise, as to any

other matters relating to the Company, the Shares, the 2012 Plan (including the option or other agreements related to the Shares issued pursuant to the 2012
Plan), the Inducement Option Agreement or the Registration Statement.

 
Respectfully submitted,
 
/s/ Sheppard, Mullin, Richter & Hampton LLP
 

2

 



Exhibit 23.1
 

CONSENT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

 
Parametric Sound Corporation
San Diego, California
 

We consent to the incorporation by reference in this Registration Statement on Form S-8 (which is expected to be filed with the Securities and
Exchange Commission on or about May 6, 2013) of Parametric Sound Corporation (the “Company”), relating to the Company’s 2012 Stock Option Plan and
the Inducement Stock Option Grant referenced therein, of our report dated November 28, 2012 relating to our audits of the consolidated financial statements
of the Company as of and for the years ended September 30, 2012 and 2011 included in its Annual Report on Form 10-K for the year ended September 30,
2012 filed with the Securities and Exchange Commission on November 28, 2012.

 
/s/ SQUAR, MILNER, PETERSON, MIRANDA & WILLIAMSON, LLP
 
 
San Diego, California
May 6, 2013



Exhibit 99.5
 

PARAMETRIC SOUND CORPORATION
 

NOTICE OF INDUCEMENT STOCK OPTION GRANT
AND

NONSTATUTORY STOCK OPTION AGREEMENT
 
Parametric Sound Corporation, a Nevada corporation (the “Company”), as an inducement material to the hiring of the holder named below (the “Holder”),
hereby grants to Holder an option to purchase the number of shares of the Company’s common stock set forth below (the “Option”). The Option is subject to
all of the terms and conditions as set forth herein and in the Nonstatutory Stock Option Agreement attached hereto as Exhibit A (the “Stock Option
Agreement”), which is incorporated herein by reference. The Option is not issued pursuant to the Company’s 2012 Stock Option Plan or any other equity
incentive plan of the Company.
 

Holder Steve Thesing

Grant No. 2012-I-1

Date of Grant June 26, 2012

Shares Subject to Option 32,000

Exercise Price Per Share $9.25 per share

Expiration Date June 26, 2017

Type of Option Nonstatutory Stock Option

Vesting Schedule:  

Vesting Date Number of Shares Vested

September 30, 2012 2,667
December 31, 2012 2,667
March 31, 2013 2,667
June 30, 2013 2,667
September 30, 2013 2,667
December 31, 2013 2,667
March 31, 2014 2,667
June 30, 2014 2,667
September 30, 2014 2,667
December 31, 2014 2,667
March 31, 2015 2,667
June 30, 2015 2,663

 
By his or her signature and the Company’s signature below, Holder agrees to be bound by the terms and conditions of the Stock Option Agreement and this
Notice of Inducement Stock Option Grant (“Grant Notice”). Holder has reviewed the Stock Option Agreement and this Grant Notice in their entirety, has had
an opportunity to obtain the advice of counsel prior to executing this Grant Notice and fully understands all provisions of this Grant Notice and the Stock
Option Agreement. Holder hereby agrees to accept as binding, conclusive and final all decisions or interpretations of the Company upon any questions arising
under or related to the Option.
 

Parametric Sound Corporation Steve Thesing
  
Signature:  /s/JAMES A. BARNES Signature:  /s/ STEPHEN P. THESING
Name:      James A. Barnes, Secretary  
Address:   13177 Danielson Street, Suite L Address:                                        
                 Poway, CA 92064-8873                                                      
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EXHIBIT A
 

PARAMETRIC SOUND CORPORATION
 

STOCK OPTION AGREEMENT
 
Pursuant to the Grant Notice to which this Stock Option Agreement (this “Agreement”) is attached, Parametric Sound Corporation, a Nevada corporation (the
“Company”), has granted you an option to purchase the number of shares of the Company’s common stock (“Stock”) indicated in the Grant Notice at the
exercise price (the “Exercise Price”) indicated in the Grant Notice (the “Option”). Capitalized terms not defined in this Agreement shall have the meanings
specified in the Grant Notice. The Option is not granted the Company’s 2012 Stock Option Plan or any other equity compensation plan of the Company.

 
1.                Administration

 
1.1             The Option shall be administered by either the Board of Directors of the Company (the “Board”) or by a committee (the

“Committee”) to which administration of the Option, or of part of the Option, may be delegated by the Board (in either case, the “Administrator”). The Board
shall appoint and remove members of such Committee, if any, in its discretion in accordance with applicable laws. If necessary in order to comply with Rule
16b-3 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and Section 162(m) of the Internal Revenue Code of 1986, as amended,
and the regulations thereunder (the “Code”), the Committee shall, in the Board’s discretion, be comprised solely of “non-employee directors” within the
meaning of said Rule 16b-3 and “outside directors” within the meaning of Section 162(m) of the Code. The foregoing notwithstanding, the Administrator
may delegate nondiscretionary administrative duties to such employees of the Company as it deems proper, and the Board, in its absolute discretion, may at
any time and from time to time exercise any and all rights and duties of the Administrator under the Option.

 
1.2             Subject to the other provisions of this Agreement and the Grant Notice, the Administrator shall have the authority to, in its

discretion: (i) determine the fair market value of the shares of Stock subject to the Option; (ii) interpret the terms of this Agreement and the Grant Notice; (iii)
correct any defect, supply any omission; and reconcile any inconsistency in this Agreement; (iv) accelerate the vesting, or extend the post-termination
exercise term, or waive restrictions, of this Agreement at any time and under such terms and conditions as it deems appropriate; and (v) make all other
determinations deemed necessary or advisable for the administration of the Option.

 
1.3             All questions of interpretation, implementation, and application of the Option shall be determined by the Administrator. Such

determinations shall be final and binding on all persons.
 
2.                Vesting. Except as otherwise provided herein, the Option will become vested and exercisable in such amounts and at such times as

provided in the Grant Notice.
 
3.                Termination of Employment or Service. If for any reason other than death or permanent and total disability (within the meaning of

Section 22(e)(3) of the Code), you cease to be employed by, a consultant to, or non-employee director of the Company or any of its subsidiaries (such event
being called a “Termination”), the Option (to the extent then exercisable at the date of the Termination) may be exercised in whole or in part at any time
within three months of the date of such Termination (but in no event after the Expiration Date); provided, however, that if such exercise of the Option would
result in liability for you under Section 16(b) of the Exchange Act, then such three-month period automatically shall be extended until the 10th day following
the last date upon which you have any liability under Section 16(b) (but in no event after the Expiration Date). If you die or become permanently and totally
disabled (within the meaning of Section 22(e)(3) of the Code) while employed by, or as a consultant to, or non-employee director of the Company or any of
its subsidiaries or within the period that the Option remains exercisable after Termination, the Option (to the extent then exercisable) may be exercised, in
whole or in part, by you, by your personal representative or by the person to whom the Option is transferred by devise or the laws of descent and distribution,
at any time within 12 months after your death or 12 months after your permanent and total disability (but in no event after the Expiration Date). For purposes
of this Agreement, your employment, consultancy or directorship shall not be deemed to terminate by reason of sick leave, military leave or other leave of
absence approved by the Administrator, if the period of any such leave does not exceed 90 days or, if longer, if your right to employment, consultancy or
directorship by the Company or any of its subsidiaries following such leave is guaranteed either contractually or by statute.
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4.                Exercise of the Option
.

4.1             Method of Exercise. You may exercise the vested portion of the Option at any time prior to the Expiration Date by delivering a
notice of exercise in such form as may be designated by the Company from time to time together with payment of the Exercise Price and withholding taxes as
provided in this Agreement to the Secretary of the Company, or to such other person as the Company may designate, during regular business hours and prior
to the Expiration Date, together with such additional documents as the Company may then require. The date the Company receives written notice of an
exercise hereunder accompanied by payment of the Exercise Price will be considered as the date the Option was exercised. After receipt of written notice of
exercise of the Option and the payments called for hereunder, the Company shall, without stock issue or transfer taxes to you or other person entitled to
exercise the Option, deliver to you or such other person a certificate or certificates for the requisite number of shares of Stock.

 
4.2             Method of Payment. Payment of the Exercise Price may be by:

 
4.2.1         cash (or check);
 
4.2.2         delivery of shares of Stock already owned by you for all or part of the Exercise Price, provided the fair market value

(determined as set forth in this Agreement) of such shares being delivered is equal on the date of exercise to the Exercise Price, or such portion thereof as you
are authorized to pay by delivery of such Stock;

 
4.2.3         the surrender of shares of Stock then issuable upon exercise of the Option, provided the fair market value (determined as

set forth in this Agreement) of such shares is equal on the date of exercise to the Exercise Price, or such portion thereof as you are authorized to pay by
surrender of such Stock;

 
4.2.4         cancellation of indebtedness of the Company to you or waiver of compensation due or accrued to you for services

rendered;
 
4.2.5         if and so long as the shares of Stock are registered under Section 12(b) or 12(g) of the Exchange Act, and to the extent

permitted by law, delivery of a properly executed exercise agreement or notice, together with irrevocable instructions to a brokerage firm designated or
approved by the Administrator to deliver promptly to the Company the aggregate amount of proceeds to pay the Exercise Price and any withholding tax
obligations that may arise in connection with the exercise, all in accordance with the regulations of the Federal Reserve Board; or

 
4.2.6         a combination of the above methods, as the Company may designate from time to time.

 
For purposes of this Agreement, the fair market value of shares of Stock shall be determined as follows:
 
(1) Fair market value shall be the closing price of the Stock on the date before the date the value is to be determined on the principal recognized securities
exchange or recognized securities market on which the Stock is reported, but if selling prices are not reported, its fair market value shall be the mean between
the high bid and low asked prices for the Stock on the date before the date the value is to be determined (or if there are no quoted prices for such date, then for
the last preceding business day on which there were quoted prices).
 
(2) In the absence of an established market for the Stock, the fair market value thereof shall be determined in good faith by the Administrator, with reference
to the Company’s net worth, prospective earning power, dividend-paying capacity and other relevant factors, including the goodwill of the Company, the
economic outlook in the Company’s industry, the Company’s position in the industry, the Company’s management and the values of stock of other
corporations in the same or similar line of business.

 
4.3             Tax Withholding. By exercising the Option you agree that as a condition to any exercise of the Option, the Company may

withhold from your pay and any other amounts payable to you, or require you to enter an arrangement providing for the payment by you to the Company of
any tax withholding obligation of the Company arising by reason of (1) the exercise of the Option; (2) the lapse of any substantial risk of forfeiture to which
the Stock is subject at the time of exercise; or (3) the disposition of Stock acquired upon such exercise. Notwithstanding the generality of the foregoing, at the
time of exercise of the Option and as a condition thereto, or at such other time as the amount of such obligations becomes determinable (the “Tax Date”), you
shall remit to the Company in cash all applicable federal and state withholding and employment taxes. Such obligation to remit may be satisfied, if authorized
by the Administrator in its sole discretion, after considering any tax, accounting and financial consequences, by your (1) delivery of a promissory note in the
required amount on such terms as the Administrator deems appropriate, (2) tendering to the Company previously owned shares of Stock with a fair market
value equal to the required amount, or (3) agreeing to have shares of Stock (with a fair market value equal to the required amount) which are acquired upon
exercise of the Option withheld by the Company.
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4.4             Responsibility for Exercise. You are responsible for taking any and all actions as may be required to exercise the Option in a

timely manner and for properly executing any such documents as may be required for exercise in accordance with this Agreement and such rules and
procedures as may be established from time to time. By executing the Grant Notice, you acknowledge that information regarding the procedures and
requirements for the exercise of the Option is available to you on request. The Company shall have no duty or obligation to notify you of the Expiration Date.

 
5.                Securities Law Compliance. Notwithstanding anything to the contrary contained herein, the Option may not be exercised, and no Stock

shall be issued pursuant to the exercise of the Option, unless the exercise of the Option and the issuance and delivery of the Stock issuable upon exercise of
the Option shall comply with all relevant provisions of law, including, without limitation, the Securities Act of 1933, as amended (the “Securities Act”).
Notwithstanding the generality of the foregoing, and notwithstanding anything to the contrary contained herein, the Option may not be exercised, and no
Stock shall be issued pursuant to the exercise of the Option, unless the issuance and delivery of the Stock issuable upon exercise of the Option is then
registered under the Securities Act or, if such Stock is not then so registered, the Company has determined that such exercise and issuance would be exempt
from the registration requirements of the Securities Act. In addition, you acknowledge that the Option is intended to conform to the extent necessary with all
provisions of the Securities Act and the Exchange Act and any and all regulations and rules promulgated by the Securities and Exchange Commission
thereunder, including without limitation Rule 16b-3. Notwithstanding anything herein to the contrary, the Option shall be administered, and the Option is
granted and may be exercised, only in such a manner as to conform to such laws, rules and regulations. To the extent permitted by applicable law, this
Agreement shall be deemed amended to the extent necessary to conform to such laws, rules and regulations.

 
6.                Termination of the Option. The term of the Option commences on the Date of Grant and expires and shall no longer be exercisable

upon the earliest of: (a) the Expiration Date; (b) the 10th anniversary of the Date of Grant; (c) if you owned (within the meaning of Section 424(d) of the
Code), at the time the Option was granted, more than 10% of the total combined voting power of all classes of stock of the Company or any subsidiary, the
fifth anniversary of the Date of Grant, (d) the last day for exercising the Option following termination of your service as described in this Agreement; or (e) a
change of control, to the extent provided in this Agreement.

 
7.                Option Not a Service Contract. The Option is not an employment or service contract and nothing in this Agreement or the Grant Notice

shall be deemed to create in any way whatsoever any obligation on your part to continue in the service of the Company, or of the Company to continue your
service with the Company. In addition, nothing in the Option, this Agreement or the Grant Notice shall obligate the Company, its stockholders, board of
directors, officers or employees to continue any relationship which you might have as an employee or director or consultant for the Company, and nothing in
the Option, this Agreement or the Grant Notice shall interfere with or limit in any way the right of the Company or of any of its subsidiaries to terminate your
employment or consulting at any time, nor confer upon you any right to continue in the employ of, or consult with, the Company or any of its subsidiaries.

 
8.                Representations. By executing the Grant Notice, you hereby warrant and represent that you are acquiring the Option for your own

account and that you have no intention of distributing, transferring or selling all or any part of the Option except in accordance with the terms of this
Agreement. You also hereby warrant and represent that you have either (1) preexisting personal or business relationships with the Company or any of its
officers, directors or controlling persons, or (2) the capacity to protect your own interests in connection with the grant of the Option by virtue of the business
or financial expertise of any of your professional advisors who are unaffiliated with and who are not compensated by the Company or any of its affiliates,
directly or indirectly.

 
9.                Notices. Any notices provided for in this Agreement or the Grant Notice shall be given in writing and shall be deemed effectively given

upon receipt or, in the case of notices delivered by the Company to you, five days after deposit in the United States mail, postage prepaid, addressed to you at
the last address you provided to the Company.
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10.             Governing Law. This Agreement shall be administered, interpreted and enforced under the laws of the State of Nevada without regard to

conflicts of laws thereof. Should any provisions of this Agreement be determined by a court of law to be illegal or unenforceable, the other provisions shall
nevertheless remain effective and shall remain enforceable.

 
11.             Amendment. The Board may amend the terms of this Agreement at any time, provided no such amendment may adversely affect the

Option or any unexercised portion of the Option without your consent unless such amendment is necessary to comply with any applicable law or government
regulation. No amendment or addition to this Agreement shall be effective unless in writing or in such electronic form as may be designated by the Company.

 
12.             Rights as Stockholder. You shall not be, nor have any of the rights or privileges of, a stockholder of the Company in respect of any

shares of Stock purchasable upon exercise of any part of the Option unless and until such shares shall have been issued by the Company to you (as evidenced
by the appropriate entry on the books of the Company or its duly authorized transfer agent).

 
13.             Nontransferability of Option. Except with the express written approval of the Administrator, the Option shall not be assignable or

otherwise transferable by you except by will, by the laws of descent and distribution or pursuant to a qualified domestic relations order. During your life, the
Option shall be exercisable only by you.

 
14.             Shares to Be Reserved. The Company shall at all times during the term of the Option reserve and keep available such number of shares

of Stock as will be sufficient to satisfy the requirements of the Option.
 
15.             Corporate Transactions

 
15.1          Changes in Capital Structure. Subject to Section 15.2, if the Stock is changed by reason of a stock split, reverse stock split, stock

dividend, or recapitalization, combination or reclassification, appropriate adjustments shall be made by the Board in (1) the number and class of shares of
Stock subject to the Option, and (2) the exercise price of the Option; provided, however, that the Company shall not be required to issue fractional shares as a
result of any such adjustments. Each such adjustment shall be subject to approval by the Board in its sole discretion.

 
15.2          Corporate Transactions. In the event of the proposed dissolution or liquidation of the Company, the Administrator shall notify

you at least 30 days prior to such proposed action. To the extent not previously exercised, the Option will terminate immediately prior to the consummation of
such proposed action; provided, however, that the Administrator, in the exercise of its sole discretion, may permit exercise of the Option prior to its
termination, even if the Option was not otherwise exercisable. In the event of a merger or consolidation of the Company with or into another corporation or
entity in which the Company does not survive, or in the event of a sale of all or substantially all of the assets of the Company in which the stockholders of the
Company receive securities of the acquiring entity or an affiliate thereof, the Option shall be assumed or equivalent options shall be substituted by the
successor corporation (or other entity) or a parent or subsidiary of such successor corporation (or other entity); provided, however, that if such successor does
not agree to assume the Option or to substitute equivalent options therefor, the Administrator, in the exercise of its sole discretion, may permit the exercise of
the Option prior to consummation of such event, even if the Option were not otherwise exercisable.

 
16.             Unfunded Agreement. This Agreement shall be unfunded. Although bookkeeping accounts may be established with respect to Holder,

any such accounts will be used merely as a convenience. The Company shall not be required to segregate any assets on account of the grant of the Option or
the issuance of Stock. The Company and the Administrator shall not be deemed to be a trustee of stock or cash to be awarded under this Agreement. Any
obligations of the Company to Holder shall be based solely upon this Agreement. No such obligations shall be deemed to be secured by any pledge or other
encumbrance on any assets of the Company. Neither the Company nor the Administrator shall be required to give any security or bond for the performance of
any such obligations.

 
17.             Limitation of Liability. The Company (or the Administrator) shall not be liable to Holder or other persons as to: (1) the non-issuance or

sale of Stock as to which the Company has been unable to obtain from any regulatory body having jurisdiction the authority deemed by the Company's
counsel to be necessary to the lawful issuance and sale of any Stock hereunder; and (2) any unexpected or adverse tax consequence realized by Holder or
other person due to the grant, receipt, exercise or settlement of the Option.
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18.             Code Section 409A. Notwithstanding anything in this Agreement to the contrary, this Agreement is intended to comply with the

requirements of Code Section 409A and shall be interpreted in a manner consistent with such intention.
 
19.             Limitation on Payments.

 
19.1          Scope of Limitation. This Section 19 shall apply to the Option only if:

 
19.1.1      The after-tax value of the Option to Holder, taking into account the effect of all federal, state and local income taxes,

employment taxes and excise taxes applicable to Holder (including the excise tax under Section 4999 of the Code), will be greater after the application of this
Section 19 than it was before the application of this Section 19; or

 
19.1.2      The Administrator, at the time of making this Agreement or at any time thereafter, specifies in writing that the Option

shall be subject to this Section 19 (regardless of the after-tax value of the Option to Holder).
 
19.2          If this Section 19 applies to the Option, it shall supersede any contrary provision of this Agreement.
 
19.3          Basic Rule. In the event that any payment or transfer by the Company under this Agreement to or for the benefit of Holder (a

“Payment”) would be nondeductible by the Company for federal income tax purposes because of the provisions concerning “excess parachute payments” in
Section 280G of the Code, after taking into account all other “excess parachute payments,” including any reductions of such payments to avoid excise taxes
under Section 4999 of the Code, then the aggregate present value of all Payments shall be reduced (but not below zero) to the Reduced Amount. For purposes
of this Section 19, the “Reduced Amount” shall be the amount, expressed as a present value, which maximizes the aggregate present value of the Payments
without causing any Payment to be nondeductible by the Company because of Section 280G of the Code.

 
19.4          Reduction of Payments. If any Payment would be nondeductible by the Company because of Section 280G of the Code, then the

Company shall promptly give Holder notice to that effect and a copy of the detailed calculation thereof and of the Reduced Amount, and Holder may then
elect, in Holder’s sole discretion, which and how much of the Payments shall be eliminated or reduced (as long as after such election the aggregate present
value of the Payments equals the Reduced Amount) and shall advise the Company in writing of such election within 10 days of receipt of notice. If no such
election is made by Holder within such 10-day period, then the Company may elect which and how much of the Payments shall be eliminated or reduced (as
long as after such election the aggregate present value of the Payments equals the Reduced Amount) and shall notify Holder of such election. For purposes of
this Section 19, present value shall be determined in accordance with Section 280G(d)(4) of the Code. All determinations made by the Company under this
Section 19 shall be made within 60 days of the date when a Payment becomes payable or transferable and would otherwise be nondeductible to the Company.
As promptly as practicable following such determination and the elections hereunder, and in no event more than 75 days from such determination, the
Company shall pay or transfer to or for the benefit of Holder such amounts as are then due to Holder under this Agreement and shall promptly pay or transfer
to or for the benefit of Holder in the future such amounts as become due to Holder under this Agreement.

 
19.5          Related Corporations. For purposes of this Section 19, the term “Company” shall include affiliated corporations in accordance

with Section 280G(d)(5) of the Code.
 
20.             Miscellaneous.

 
20.1          Legend. All certificates representing the Stock issued upon exercise of the Option shall, where applicable, have endorsed thereon

the following legend:
 

“THE SHARES REPRESENTED HEREBY HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, AND MAY NOT BE SOLD, PLEDGED, OR
OTHERWISE TRANSFERRED WITHOUT AN EFFECTIVE REGISTRATION THEREOF UNDER
SUCH ACT OR AN OPINION OF COUNSEL, SATISFACTORY TO THE COMPANY AND ITS
COUNSEL, THAT SUCH REGISTRATION IS NOT REQUIRED.”
  

20.2          Tax Treatment. The Option is intended to be a nonstatutory stock option, as provided in the Grant Notice.
 

By signing your Grant Notice form which precedes this Agreement, you agree to all of the terms and conditions described in this Agreement and in
the Grant Notice.
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