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VirTra, Inc. Quarterly Report
Quarter End September 30, 2017

Item 1 The Exact Name of the Issuer and the Address of its Principal Executive Offices.

VirTra, Inc. - October 2016
VirTra Systems, Inc.

7970 S. Kyrene Rd.
Tempe, AZ 85284
Telephone: (480) 968-1488
Fax: (480) 968-1448
Website: www.virtra.com

Investor Relations Contact:

Brett Maas, Hayden IR

15879 N 80™ Street, Suite 204
Scottsdale, AZ 85260

Telephone: (646) 536-7331

Email Address: vtsi@haydenir.com

Item 2 Shares OQutstanding.

September 30, December 31, December 31,
2017 2016 2015
Number of Shares Authorized
Preferred Stock 5,000,000 5,000,000 200,000
Common Stock 100,000,000 100,000,000 50,000,000
Class A 5,000,000 5,000,000 0
Class B 15,000,000 15,000,000 0
Number of Shares Outstanding
Preferred Stock 0 0 0
Common Stock 15,813,300 15,855,005 15,825,005
Class A 0 0 0
Class B 0 0 0
Treasury Stock 41,878 0 2,981
Freely Tradable Shares 13,805,092 13,761,450 13,681,081
Shareholders exceed 50 Yes Yes Yes
Number of Shareholders of Record 161 173 174

Regulation A+ Offering: The Company filed an offering statement on Form 1-A (the “Form 1-A”) with the
Securities and Exchange Commission (the “SEC”) on September 11, 2017. The Form 1-A relates to the Company’s
offer of shares of its common stock with a minimum value of $5,000,000 and a maximum value of $10,000,000,
with a per share price range to be determined (which per share price range will be at or above $2) (the “Offered
Shares”) on a “best efforts” basis in a Tier 2 offering under Regulation A. The Company has engaged Boustead
Securities, LLC (the “Underwriter”), a registered broker-dealer and a member of the Financial Industry Regulatory
Authority, as the underwriter. The Underwriter will have the right to engage such other broker-dealers or agents as it
determines to assist in the offering. The offering will terminate on a date to be determined, subject to extension for
up to 30 days with the mutual agreement of the Company and the Underwriter; provided that, if the Company has
received and accepted subscriptions for the minimum number of Offered Shares on or before the termination date, or
the end of the 30-day extension, if exercised, then the Company will close on the minimum offering amount (the
“Initial Closing”) and the offering will continue until the earliest of (i) the date which is 90 days after the Initial
Closing, or (ii) with the mutual agreement of the Company and the Underwriter, a date which is less than 90 days
after the Initial Closing in order to coordinate with the commencement of exchange trading of the Company’s
common stock, or (iii) the date on which the maximum offering amount is sold (such earliest date, the “Termination
Date”). If, on the Initial Closing date, the Company has sold less than the maximum number of Offered Shares, then
the Company may hold one or more additional closings for additional sales (each an “Additional Closing™), up to the
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maximum number of Offered Shares, and until the Termination Date. The Company and the Underwriter will
consider various factors in determining the timing of any Additional Closings, including the amount of proceeds
received at the Initial Closing, any Additional Closings that have already been held, the level of additional valid
subscriptions received after the Initial Closing, the eligibility of additional investors under applicable laws and
coordination with the commencement of exchange trading of our common stock. The minimum purchase
requirement per investor is $1,000; however, the Company can waive the minimum purchase requirement on a case-
by-case basis in its sole discretion. The Company expects to commence the sale of the Offered Shares as of the date
on which the Form 1-A is qualified by the SEC. The Company plans to register its common stock under the
Securities Exchange Act of 1934, as amended, upon the qualification of the offering. The Company will not
consummate and close the offering without a listing approval letter from NASDAQ. No sales of Offered Shares
have been made to date and no such sales will be made prior to the qualification of the Form 1-A by the SEC. After
the Form 1-A has been qualified by the SEC, subscriptions, once received, are irrevocable. The description of the
above offering is qualified in its entirety by reference to the Offering Statement on Form 1-A filed by the Company
with the SEC on September 11, 2017, as the same may be amended from time to time.

Item 3 Interim Financial Statements (Unaudited).

The unaudited interim financial statements requested pursuant to this item are prepared in accordance with
generally accepted accounting principles in the United States of America (“GAAP”) by persons with sufficient
financial skills. The following condensed financial statements are included in this report:

Unaudited Condensed Balance Sheets;

Unaudited Condensed Statements of Operations;
Unaudited Condensed Statement of Stockholders’ Equity;
Unaudited Condensed Statements of Cash Flows; and
Notes to Unaudited Condensed Financial Statements
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VIRTRA, INC.
CONDENSED BALANCE SHEETS

(Unaudited)
September 30,
2017
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 5,106,205
Accounts receivable, net 3,011,610
Inventory, net 1,689,149
Unbilled revenue 1,724,642
Prepaid expenses and other current assets 660,288
Total current assets 12,191,894
Property and equipment, net 693,206
Investment in MREC 1,988,174
TOTAL ASSETS $ 14,873,274
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payable $ 730,302
Accrued compensation and related costs 1,109,734
Accrued expenses and other current liabilities 227,688
Notes payable, current 11,250
Deferred revenue 2,753,337
Total current liabilities 4,832,311
Long-term liabilities:
Deferred rent liability 87,861
Notes payable, long-term 11,250
Total long-term liabilities 99,111
Total liabilities 4,931,422

Commitments and contingencies

STOCKHOLDERS' EQUITY
Preferred stock $0.0001 par value; 5,000,000 authorized; no shares issued
or outstanding -
Common stock $0.0001 par value; 100,000,000 shares authorized; 15,855,178 issued
and 15,813,300 outstanding as of September 30, 2017 and 15,855,005 issued and 1,586
outstanding as of December 31, 2016.
Class A common stock $0.0001 par value; 5,000,000 shares authorized; no shares
issued or outstanding -
Class B common stock $0.0001 par value; 15,000,000 shares authorized; no shares
issued or outstanding -

Treasury stock at cost; 41,878 shares and no shares outstanding (96,633)
as of September 30, 2017 and December 31, 2016, respectively
Additional paid-in capital 14,964,146
Accumulated deficit (4,927,247)
Total stockholders' equity 9,941,852
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 14,873,274

The accompanying notes are an integral part of these condensed financial statements

UNAUDITED CONDENSED
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December 31,

$

2016

3,703,579
3,244,852
1,319,944

107,297

250,066

8,625,738
814,323

471,928
9,911,989

467,679
617,582
194,668

11,250

2,065,905

3,357,084

122,126
22,500

144,626

3,501,710

1,586

14,128,044

(7,719,351)
6,410,279
9,911,989



VIRTRA, INC.
CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)

Three Months Ended

Nine Months Ended

September 30,2017 September 30,2016 September 30,2017 September 30,2016
REVENUES
Net sales $ 4645593 § 2,993,872 $ 13,902,215 $ 12,602,134
Royalties/licensing fees 40,852 47,829 245,082 47,829
Total revenue 4,686,445 3,041,701 14,147,297 12,649,963
Cost of sales 1,573,384 1,345,180 4,853,796 4,856,906
Gross profit 3,113,061 1,696,521 9,293,501 7,793,057
OPERATING EXPENSES
General and administrative 2,050,395 1,401,547 5,515,455 4,632,048
Research and development 310,848 299,288 931,954 731,630
Net operating expense 2,361,243 1,700,835 6,447,409 5,363,678
Income/(loss) from operations 751,818 (4,314) 2,846,092 2,429,379
OTHER INCOME (EXPENSE)
Other income 14,813 5,626 52,410 8,406
Other expense (221) (2,981) (4,113) (2,981)
Net other income 14,592 2,645 48,297 5,425
Income/(loss) before income taxes 766,410 (1,669) 2,894,389 2,434,804
Provision for income taxes 24,285 8,414 102,285 73,618
NET INCOME/(LOSS) $ 742,125 $ (10,083) $ 2,792,104 $ 2,361,186
Eamings per common share
Basic $ 0.05 $ (0.00) $ 0.18 $ 0.15
Diluted $ 004 $ (0.00) $ 017 § 0.14
Weighted average shares outstanding
Basic 15,835,858 15,833,090 15,848,580 15,827,815
Diluted 16,674,384 15,833,090 16,836,179 17,104,180

The accompanying notes are an integral part of these condensed financial statements

UNAUDITED CONDENSED
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Balance at December 31, 2016

Stock based compensation

Stock options repurchased

Stock warrants vested-MREC Investment
Stock warrants repurchased-MREC Inv.
Treasury stock

Net income

Balance at September 30, 2017

VIRTRA, INC.
CONDENSED STATEMENT OF STOCKHOLDERS' EQUITY
(Unaudited)

Preferred stock Common stock Additional Treasury Accumulated
Shares Amount Shares Amount paid-in capital Stock Deficit Total
- $ - 15,855,178 $ 1,586 $ 14,128,044 $ - $ (7,719,351) 6,410,279
- - - - 160,351 - - 160,351
- - - - (67,000) - - (67,000)
- - - - 1,516,246 - - 1,516,246
- - - - (773,495) - - (773,495)
- - - - - (96,633) - (96,633)
- - - - - - 2,792,104 2,792,104
- $ - 15,855,178 $ 1,586 $ 14,964,146 $ (96,633 § (4,927,247) 9,941,852

The accompanying notes are an integral part of these condensed financial statements

UNAUDITED CONDENSED
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VIRTRA, INC.
CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)

Nine Months Ended

September 30,2017 September 30,2016

Cash flows from operating activities:
Net income $ 2,792,104 $ 2,361,186
Adjustments to reconcile net income to net cash
provided (used) in operating activities

Depreciation and amortization 204,527 160,768
Stock compensation 160,351 93,990
Cash settlement of stock options 115,550 315,224
Changes in operating assets and liabilities:
Accounts receivable 233,241 (670,444)
Inventory (369,206) (142,313)
Unbilled revenue (1,617,346) -
Prepaid expenses and other current assets (410,221) (192,024)
Accounts payable and other accrued expenses 787,795 33,776
Deferred revenue and deferred rent 653,168 609,473
Net cash provided by operating activities 2,549,964 2,569,636
Cash flows frominvesting activities:
Purchase of property and equipment (83,410) (468,115)
Net cash used in investing activities (83,410) (468,115)

Cash flows from financing activities:

Repayment of debt (11,250) (11,250)
Common stock issued for option exercise - 16,350
Purchase of treasury stock (96,633) 2,981
Repurchase of stock options (182,550) (505,224)
Repurchase of stock warrants (773,495) -
Net cash used in financing activities (1,063,928) (497,143)
Net increase in cash 1,402,626 1,604,378
Cash, beginning of period 3,703,579 3,317,020
Cash, end of period $ 5,106,205 $ 4,921,398

Supplemental disclosure of cash flow information:
Cash paid:
Taxes $ 78,000 $ 142,930

Supplemental disclosure of non-cash investing and financing activities:
Investment in MREC $ 1,516,246 $ -

The accompanying notes are an integral part of these condensed financial statements

UNAUDITED CONDENSED
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VirTra, Inc.

Notes to Condensed Financial Statements
(Unaudited)

Note 1. Significant Accounting Policies
Organization and Business Operations

VirTra, Inc. (the “Company” or “VirTra”) is engaged in the sale and development of judgmental use of force
training simulators and firearms training simulators for law enforcement, military and commercial uses. The
Company sells simulators and related products worldwide through a direct sales force and international distribution
partners. The original business started in 1993 as Ferris Productions, Inc. In September 2001, Ferris Productions,
Inc. merged with GameCom, Inc. to ultimately become VirTra Systems, Inc., a Texas Corporation. The Company
corporate office is located in Tempe, Arizona.

Effective as of October 1, 2016 (the “Effective Date”), the Company completed a conversion from a Texas
corporation to a Nevada corporation pursuant to a Redomestication Plan of Conversion (the “Plan of Conversion™)
that was approved by the Company’s Board of Directors on June 23, 2016 and its shareholders on September 16,
2016. On the Effective Date, 15,855,005 shares of common stock of VirTra Systems, Inc., a Texas corporation,
were converted into 15,855,005 shares of common stock of VirTra, Inc., a Nevada corporation. No shareholders
exercised appraisal rights or dissenters' rights for such shares in accordance with the Texas Business Organization
Code.

As part of the Plan of Conversion, the Company filed Articles of Incorporation in Nevada whereby it changed
its name from VirTra Systems, Inc. to VirTra, Inc. and revised its capitalization. The Company’s Articles of
Incorporation filed in Nevada authorized the Company to issue 125,000,000 shares, of which (1) 120,000,000 shares
shall be common stock, par value $0.0001 per share (the “common stock”), of which (a) 100,000,000 shares shall be
common stock, par value $0.0001, (b) 5,000,000 shares shall be Class A common stock, par value $0.0001 per share
(the “Class A common stock™), and (¢) 15,000,000 shares shall be Class B common stock, par value $0.0001 per
share (the “Class B common stock™) and (2) 5,000,000 shares shall be Preferred Stock, par value $0.0001 per share,
which may, at the sole discretion of the Board of Directors be issued in one or more series (the “Preferred Stock™).
The Company also adopted new bylaws as part of the Plan of Conversion.

Effective October 20, 2016, the Company affected a 1-for-10 reverse stock split of the Company’s issued and
outstanding common stock (the "Reverse Stock Split"). All references to shares of its common stock in this report
refer to the number of shares of common stock after giving effect to the Reverse Stock Split (unless otherwise
indicated).

Basis of Presentation

The accompanying unaudited condensed financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”) for interim financial information. Certain
information and note disclosures normally included in complete annual financial statements prepared in accordance
with GAAP have been condensed or omitted. However, the Company believes that the disclosures included in these
unaudited condensed financial statements are adequate to make the information presented not misleading. In the
opinion of management, the accompanying unaudited condensed financial statements reflect all adjustments, which
include normal recurring adjustments, considered necessary for a fair presentation of such interim results. The
results for the three and nine months ended September 30, 2017 are not necessarily indicative of the results for any
subsequent period. These unaudited condensed financial statements should be read in conjunction with the audited
financial statements and notes for the year ended December 31, 2016 included in the Company’s Annual Report for
the year ended December 31, 2016.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.



Fair Value of Financial Instruments

The fair value of financial instruments approximates their carrying values at September 30, 2017 and December
31, 2016 due to their short maturities. These financial instruments consist of cash and cash equivalents, accounts
receivable, accounts payable and accrued liabilities.

Cash and Cash Equivalents

The Company considers all highly liquid investments with a maturity of 90 days or less at the time of purchase
to be cash equivalents.

Accounts Receivable and Allowance for Doubtful Accounts

The Company recognizes an allowance for losses on accounts receivable based on an analysis of historical bad
debt experience, current receivables aging and expected future write-offs, as well as an assessment of specific
identifiable customer accounts considered at risk or uncollectible. Accounts receivable are charged off after all
reasonable collection efforts have been taken. As of September 30, 2017, and December 31, 2016, the Company
maintained an allowance for doubtful accounts of $12,008 and $20,000, respectively.

Inventories

Inventories are stated at the lower of cost or net realizable value with cost being determined on the average cost
method. Work in progress and finished goods inventory includes an allocation for capitalized labor and overhead.
The Company routinely evaluates the carrying value of inventory and provides reserves when appropriate to reduce
inventory to the lower of cost or net realizable value. As of September 30, 2017, and December 31, 2016, the
Company maintained reserves of $29,218 and $17,282, respectively.

Investments in Other Companies

Minority investments in other companies are accounted for under the cost method of accounting because the
Company does not have the ability to exercise significant influence over the other companies’ operations. Under the
cost method of accounting, investments in private companies are carried at cost and are only adjusted for other-than-
temporary declines in fair value and distribution of earnings. Management regularly evaluates the recoverability and
classification of its investment. During the periods ended September 30, 2017 and December 31, 2016, the Company
did not recognize any losses due to other-than-temporary declines of the value of the investments.

Property and Equipment

Property and equipment are carried at cost, net of depreciation. Gains or losses related to retirements or
disposition of fixed assets are recognized in the period incurred. Costs of normal repairs and maintenance are
charged to expense as incurred, while betterments or renewals are capitalized. Depreciation commences at the time
the assets are placed in service. Depreciation is calculated using the straight-line method over the estimated
economic lives of the fixed assets or over the shorter of the estimated useful life or the remaining lease term, which
are summarized as follows:

Computer equipment 3-5 years
Furniture and office equipment 5-7 years
Leasehold improvements 7 years
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Revenue Recognition and Deferred Revenue

Net revenues include sales of products and services, net of discounts. Product sales consist of simulators,
upgrade components, scenarios, scenario software, recoil kits, Threat-Fire™ and other accessories. Services include
installation, training, limited warranties, service agreements and related support. Certain components of the
Company’s sales include multiple elements comprising both products and services. The Company’s revenue
recognition qualifies under ASC 605-25, Multiple Element Arrangements, with the delivery of the simulator and
installation being two separate deliverables and as such, qualifies as separate units of accounting:

1. The simulator unit upon shipment or delivery and customer acceptance, depending on the shipping
terms.
2. The installation upon completion and customer sign-off.

Additionally, the Company recognizes revenue for these products and services when it is earned which is when:
(1) persuasive evidence of an arrangement exists; (ii) delivery has occurred and/or services have been rendered; (iii)
the price is fixed and determinable; and (iv) collection of the resulting receivable is reasonably assured. Shipping
fees charged to customers are recorded as a component of net revenues. All sales and sales contracts, including
international sales, are recorded in US Dollars.

Products

Revenue from the sale of products is recognized when products have been shipped to the customer and title and
risk of loss passes to the customer. For customers other than United States government agencies, the Company
generally requires advance deposits prior to shipment. Customer deposits are recorded as a current liability under
deferred revenue and totaled $376,967 and $51,334 as of September 30, 2017 and December 31, 2016, respectively.

Services

Services include installation of product, separately priced extended limited warranties on parts and labor and
technical support. Revenue is recognized for service contracts as earned which is generally upon completion of
installation or, if extended warranties, on a straight-line basis over the term of the contract. The Company offers a
standard warranty on its products from manufacturing defects on a limited basis for a period of one year after
purchase and also offers separately priced extended warranties for periods of up to four years beginning after the
expiration of the standard one-year warranty. After the standard warranty expires but during the term of the
extended warranty, if the device fails to operate properly from defects in materials and workmanship, the Company
will repair or replace the defective product at no additional charge. The Company records a gross to net revenue
adjustment for the one-year standard warranty and accrues annually the estimated cost of complying with the
warranty agreements for all extended warranty years. Deferred revenue for separately priced extended warranties
longer than one year totaled $2,376,371 and $2,014,571 as of September 30, 2017 and December 31, 2016,
respectively.

Cost of Sales

Cost of sales represents manufacturing costs consisting of materials, labor and overhead related to finished
goods and components. Shipping costs incurred related to product delivery are included in cost of sales.

Advertising Costs

Advertising costs relating to domestic and international tradeshows, website and sales promotional materials are
expensed as incurred. Advertising expense was $241,593 and $94,428 for the three months ended September 30,
2017 and 2016, respectively, and $548,717 and $255,090 for the nine months ended September 30, 2017 and 2016,
respectively.

Research and Development Costs
Research and development costs include labor and expenses directly related to research and development
support and are expensed as incurred. Research and development costs were $310,848 and $299,288 for the three

months ended September 30, 2017 and 2016, respectively, and $931,954 and $731,630 for the nine months ended
September 30, 2017 and 2016, respectively.
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Concentration of Credit Risk and Major Customers and Suppliers

Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash and
cash equivalents and accounts receivable. The Company’s cash and cash equivalents are maintained with financial
institutions having high credit ratings. The FDIC insures deposits according to the ownership category in which the
funds are insured and how the accounts are titled. The standard deposit insurance coverage limit is $250,000 per
depositor, per FDIC-insured bank and per ownership category. The Company had uninsured cash and cash
equivalents of $4,653,474 and $2,986,694 as of September 30, 2017 and December 31, 2016, respectively.

The Company sells its products in the United States primarily to federal and state agencies and internationally
primarily to governmental entities. Total revenue for the three months ending September 30, 2017 consisted of 81%
domestic and 19% international sales. By comparison, total revenue for the three months ending September 30, 2016
consisted of 97% domestic and 3% international sales. Total revenue for the nine months ending September 30,
2017 consisted of 81% domestic and 19% international sales. By comparison, total revenue for the nine months
ending September 30, 2016 consisted of 58% domestic and 42% international sales.

Additionally, one federal agency comprised 27% and one international customer comprised 11% of total net
sales for the three months ending September 30, 2017. By comparison, three federal agencies individually
comprised 21%, 17% and 16%, and two state agencies individually comprised 14% and 13% of total net sales for
the three months ending September 30, 2016. Additionally, two federal agencies individually comprised 11% each,
and one state agency comprised 14% of total net sales for the nine months ending September 30, 2017. By
comparison, one international customer comprised 21% and one federal agency comprised 13% of total net sales for
the nine months ending September 30, 2016.

The Company has one federal agency customer that comprised 21%, one international customer that comprised
20%, one state agency that comprised 11% and one commercial customer that comprised 13% of the total accounts
receivable balance as of September 30, 2017. By comparison, the Company had three federal agencies that
individually comprised 12%, 25% and 14%, one international customer that comprised 10%, and one state agency
that comprised 13% of the total accounts receivable balance as of September 30, 2016.

The Company generally requires significant advance deposits prior to shipments domestically and full
prepayment prior to shipments internationally unless credit terms have been established. For customers with
established credit terms, and for sales made to domestic government agencies, the Company does not require
collateral. Management performs ongoing credit evaluations of its customers’ financial condition. Historically, the
Company has experienced minimal charges relative to doubtful accounts.

The Company currently purchases small machined parts, custom assemblies and electronic components from
suppliers located in the United States. Although the Company obtains many of these components from single-source
suppliers, the Company could seek to have the parts, custom assemblies and electronic components manufactured
elsewhere. Additionally, the Company has purchased and operates a machine shop to custom manufacture parts and
assemblies to mitigate supplier risks, although some risk remains.

Income Taxes

Deferred income tax assets and liabilities are determined based upon differences between the financial reporting
and tax basis of assets and liabilities and are measured using the enacted tax rates and laws that will be in effect
when the differences are expected to reverse. Accounting standards require the consideration of a valuation
allowance for deferred tax assets if it is “more likely than not” that some component or all the benefits of deferred
tax assets will not be realized. The Company currently maintains a full valuation allowance on all of its net deferred
tax assets.

Impairment of Long-lived Assets

Long lived assets, such as equipment, are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be
held and used is measured by a comparison of the carrying amount of an asset to estimated undiscounted future cash
flows expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated future cash
flows, an impairment charge is recognized in the amount by which the carrying amount of the asset exceeds the fair
value of the asset. Fair value is determined based on discounted cash flows or appraised values, depending on the
nature of the asset. As of September 30, 2017 and December 31, 2016, the Company concluded that there was no
indication of impairment to the carrying value of its long-lived assets so no impairment was recorded.
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Stock Based Compensation

The Company calculates the cost of awards of equity instruments based on the grant date fair value of the
awards using the Black-Scholes-Merton option pricing valuation model, which incorporates various assumptions
including volatility, expected term and risk-free interest rates.

The expected term of the options is the estimated period of time until exercise and is based on historical
experience of similar awards giving consideration to the contractual terms, vesting schedules and expectations of
future employee behavior. Expected stock price volatility is based on historical volatility of the Company’s stock.
The risk-free interest rate is based on the implied yield available on United States Treasury zero-coupon issues with
an equivalent remaining term. The estimated fair value of stock-based compensation awards and other options is
amortized on a straight-line basis over the relevant vesting period. Share-based compensation expense is recognized
based on awards ultimately expected to vest. Forfeitures are recorded in subsequent periods when they occur.

Treasury Stock

The Company utilizes the cost method to account for the reacquisition cost of shares repurchased until the
shares are either reissued or retired. It is the intention of the Board of Directors to approve the retirement of treasury
shares after their purchase, resulting in the cancellation of the treasury stock and a reduction in the number of shares
of issued stock.

Net Income per Common Share

The net income per common share is computed by dividing net income by the weighted average of common
shares outstanding. Diluted net income per share reflects the potential dilution that would occur if outstanding stock
options were exercised. Weighted average common shares outstanding and dilutive shares consisted of the following
as of September 30, 2017 and 2016, respectively:

Three Months Ending September 30, Nine Months Ending September 30,
2017 2016 2017 2016

Net income/(loss) $ 742,125 $ (10,083) $ 2,792,104 $ 2,361,186

Weighted average common stock outstanding 15,835,858 15,833,090 15,848,580 15,827,815

Incremental shares from stock options 838,526 - 987,599 1,217,629

Incremental shares from warrants - - - 58,736

Weighted average common stock outstanding - diluted 16,674,384 15,833,090 16,836,179 17,104,180
Net income/(loss) per common share and common equivalent shares

Basic $ 005 §$ (0.00) $ 0.18 $ 0.15

Diluted $ 004 §$ (0.00) $ 0.17 $ 0.14

For the three months ended September 30, 2017 and 2016, 80,833 and 53,333 shares, respectively, of common
stock underlying stock options were excluded from the dilutive stock calculations because their exercise prices were
greater than the average fair value of our common stock for the period.

For the nine months ended September 30, 2017 and 2016, 53,333 and 130,833 shares, respectively, of common
stock underlying stock options were excluded from the dilutive stock calculations because their exercise prices were
greater than the average fair value of our common stock for the period.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (“FASB”) issued guidance for revenue recognition for
contracts, superseding the previous revenue recognition requirements, along with most existing industry-specific
guidance. The guidance requires an entity to review contracts in five steps: 1) identify the contract, 2) identify
performance obligations, 3) determine the transaction price, 4) allocate the transaction price, and 5) recognize
revenue. The new standard will result in enhanced disclosures regarding the nature, amount, timing and uncertainty
of revenue arising from contracts with customers. In August 2015, the FASB issued guidance approving a one-year
deferral, making the standard effective for reporting periods beginning after December 15, 2017, with early adoption
permitted only for reporting periods beginning after December 15, 2016. The Company is evaluating the impact of
the standard and has not yet determined the effect on its financial position or results of operations but does not
expect to use the modified retrospective adoption election.
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In February 2016, the FASB issued ASU No. 2016-02 — “Leases (Topic 842)”, which requires leases to put
most leases on their balance sheets by recognizing lease assets and lease liabilities for those leases classified as
operating leases under previous guidance. This ASU will be effective for the Company on January 1, 2019, with
early adoption permitted. The Company is currently in the process of assessing the impact of this ASU on its
financial statements.

In July 2017, the FASB issued ASU No. 2017-11 — “Earnings Per Share (Topic 260); Distinguishing Liabilities
from Equity (Topic 480); Derivatives and Hedging (Topic 815)” I. Accounting for Certain Financial Instruments
with Down Round Features and II. Replacement of the Indefinite Deferral for Mandatorily Redeemable Financial
Instruments of Certain Nonpublic Entities and Certain Mandatorily Redeemable Noncontrolling Interests with a
Scope Exception. Part I applies to entities that issue financial instruments such as warrants, convertible debt or
convertible preferred stock that contain down round features. Part II simply replaces the indefinite deferral for
certain mandatorily redeemable noncontrolling interests and mandatorily redeemable financial instruments of
nonpublic entities contained within Accounting Standards Codification (ASC) Topic 480 with a scope exception and
does not impact the accounting for these mandatorily redeemable instruments. This ASU is effective for public
companies for the annual reporting periods beginning after December 15, 2018, and interim periods within those
annual periods. Early adoption is permitted. The Company is currently evaluating the impact that the adoption of the
standard may have on its consolidated financial statements.

In August 2017, the FASB issued ASU No. 2017-12 — “Derivatives and Hedging (Topic 815); Targeted
Improvements to Accounting for Hedging Activities.” This ASU is effective for public companies for the annual
reporting periods beginning after December 15, 2018, and interim periods within those fiscal years. Early adoption
is permitted. The Company is currently evaluating the impact that the adoption of the standard may have on its
consolidated financial statements.

Note 2. Inventory

Inventory consisted of the following as of:
September 30,  December 31,

2017 2016
Raw materials $ 1,718367 $ 1,085,519
Finished goods - 251,707
Reserve (29,218) (17,282)
Total inventory $ 1,680,149 $§ 1319944
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Note 3. Property and Equipment

Property and equipment consisted of the following as of:
September 30,  December 31,

2017 2016
Computer equipment $ 818,155  $ 753,987
Furniture and office equipment 196,216 182,969
Machinery and equipment 925,495 925,495
Leasehold improvements 324,313 318,318
Total property and equipment 2,264,178 2,180,768
Less: Accumulated depreciation (1,570,972) (1,366,445)
Property and equipment, net $ 693,206 $ 814,323

Depreciation expense was $65,570 and $64,591 for the three months ended September 30, 2017 and 2016,
respectively. Depreciation expense was $204,527 and $160,768 for the nine months ended September 30, 2017 and
2016, respectively.

Note 4. Accrued Expenses

Accrued compensation and related costs consisted of the following as of:

September 30, December 31,

2017 2016
Salaries and wages payable $ 431,741 $ 93,832
401(k) contributions payable 16,971 25,729
Accrued Paid Time Off 254211 190,518
Profit sharing payable 406,811 307,503
Total accrued compensation and related
costs § 1,109,734 § 617,582

Accrued expenses and other current liabilities consisted of the following as of:

September 30, December 31,

2017 2016
Manufacturer's warranties $ 135,000 $ 122,000
Taxes payable 61,045 32,668
Other 31,643 40,000
Total accrued expenses and other current
liabilities $ 227,688 $ 194,668

Profit Sharing

As part of the benefit package maintained by the Company, the Profit Sharing program pays a percentage of
Company annual profits as a cash bonus to active and eligible employees. The cash payment is typically split into
two equal payments and distributed pro-rata to employees in April and October of the following year. For the nine
months ending September 30, 2017 and 2016, the percentage of annual net profit used for calculations was fifteen
percent (15%). Profit sharing expense was $113,976 and ($3,379) for the three months ended September 30, 2017
and 2016, respectively. Profit sharing expense was $403,709 and $325,678 for the nine months ended September 30,
2017 and 2016, respectively.
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Note 5. Collaboration Agreement

On January 16, 2015, the Company entered into a Co-Venture Agreement (the “Co-Venture Agreement”) with
Modern Round, LLC (“Modern Round”), a wholly owned subsidiary of Modern Round Entertainment Corporation
(“MREC”), a related party. MREC is a restaurant and entertainment concept centered on its indoor virtual reality
shooting experience. The Co-Venture Agreement provides Modern Round access to certain software and equipment
relating to the Company’s products in exchange for royalties.

The Company received 1,365,789 units, representing a 5% ownership interest in Modern Round on the date of
the Co-Venture Agreement. The Company recorded the investment at cost which was based on the estimated fair
value of the units of $0.10 per unit based on Modern Round’s other membership unit sales. The Co-Venture
Agreement also provides the Company with conditional warrants to purchase an additional 5% of Modern Round as
of the date of that agreement, at an exercise price of $0.25.

On April 14, 2015 Modern Round issued the Company an option to purchase 125,000 units of Modern Round.
The option fully vested and became exercisable on the date of grant at an exercise price equal to $0.50 per unit and
terminates on the tenth anniversary of the date of grant, if not earlier pursuant to the terms of the option.

On December 31, 2015, Modern Round merged with a subsidiary of MREC pursuant to a Plan of Merger (the
“Merger Agreement”) and each unit of Modern Round issued and outstanding as of the effective time of the merger
automatically converted into the right to receive approximately 1.2277 shares of MREC common stock. As a result
of the Merger Agreement, the Company held 1,676,748 shares of MREC common stock, options to purchase
153,459 shares of MREC common stock at an exercise price of $0.41 per share, and conditional warrants to
purchase 1,676,747 shares of MREC common stock at an exercise price of $0.20 per share.

On October 25, 2016, the Company exercised the conditional warrant and purchased 1,676,747 shares of
MREC common stock for $335,349 resulting in the Company’s aggregate holdings of MREC increasing to
3,353,495 common shares representing approximately 8.9% of the issued and outstanding common shares of
MREC. This was recorded as a cost method investment as the Company continues not to have the ability to exercise
significant influence over MREC.

As part of the Co-Venture Agreement, the Company granted 919,382 conditional warrants to affiliates of
MREC to purchase 5% of the Company’s capital stock on a fully diluted basis as of the date of the Co-Venture
Agreement. The conditional warrants are exercisable commencing at the earlier of the first anniversary of MREC
opening its first range facility utilizing VirTra technology or after MREC opening its first range facility utilizing
VirTra technology and the payment to the Company of all required US/Canada minimum royalty payments during
the first 12-month period. MREC opened its first location on June 1, 2016. On June 1, 2017 the options vested and
became exercisable at an exercise price equal to $1.36 per unit and terminate on the fifth anniversary of the date of
vesting, if not earlier pursuant to the terms of the option. On June 1, 2017, the contingency was relieved and these
warrants vested and were recorded at the Black-Scholes Merton fair value using annual volatility of 91.5%, an
annual risk free rate of 1.76%, expected term of five years and a fair value of $2.14 a share. This fair value of
$1,516,246 was recorded as an additional investment in MREC.

The Company also granted 919,382 of additional conditional warrants to affiliates of MREC to purchase
another 5% of the Company’s capital stock on a fully diluted basis as of the Co-Venture Agreement date. These
conditional warrants are exercisable any time subsequent to MREC’s payment of $2.0 million in cumulative license
fees (royalty). Cumulative license fees (royalty) earned and paid to the Company amounted to $245,082 and $90,047
as of September 30, 2017 and December 31, 2016, respectively. These conditional warrant issuances are for a period
of five years with an exercise price of $1.36. These conditional warrants are considered contingent consideration for
the equity investment. As they do not meet the definition of a derivative under ASC 815, the contingent
consideration is not included in the cost of the equity investment until the contingency is resolved and the warrant
becomes exercisable.

The Co-Venture Agreement grants MREC an exclusive non-transferrable license to use the Company’s
technology solely for use at locations to operate the concept, as defined in the Co-Venture Agreement. The license
would become non-exclusive if the first U.S. location is not opened within 24 months of the effective date and at
least one location is opened outside the U.S. and Canada within five years of the Co-Venture Agreement date, the
respective milestone dates. Throughout the duration of the Co-Venture Agreement, MREC will pay the Company a
royalty based on gross revenue, as defined and subject to certain minimum royalties commencing with the first
twelve-month period subsequent to the respective milestone date of June 1, 2017. If the total royalty payments for
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locations in the United States and Canada together do not total at least the minimum royalty amount specified in the
agreement, MREC may pay to VirTra the difference between the amount of total royalty payments and the
minimum specified in the agreement to maintain exclusivity. The Company recognized $40,852 and $47,829 for
license fees (royalties) for the three months ended September 30, 2017 and 2016, respectively. The Company
recognized $245,082 and $47,829 for license fees (royalties) for the nine months ended September 30, 2017 and
2016, respectively.

Warrant Redemptions and Co-Venture Agreement Amendment

On July 28, 2017, the Company received Notices of Exercise for all 919,382 warrants currently exercisable (the
“Tranche 1 Warrants”) from all the MREC affiliate holders electing to purchase warrants pursuant to the terms of
the net exercise provision set forth in the Warrant Agreement. Mr. Saltz, a director of the Company and a substantial
shareholder of MREC held 778,243 of the Tranche 1 Warrants prior to the assignment of the warrants to MREC on
August 11, 2017. Under the net exercise provision, in lieu of exercising the warrant for cash, the holder may elect to
receive shares equal to the value of the warrant (or the portion thereof being exercised) by surrender of the warrant
and the Company issuing to holder the number of computed shares. Using the July 28, 2017 OTCQX closing price
at $2.18 as fair value and the $1.36 warrant exercise price, upon conversion the 919,382 warrants entitle the holders
to receive 345,823 shares of the Company’s common stock.

Effective August 16, 2017, the Company and the MREC affiliate holders entered into an agreement (the
“Warrant Buyout Agreement”) whereby the Company acknowledged the assignment of the Tranche 1 Warrants to
MREC and agreed to repurchase them at a price of $1.962 per share of common stock issuable by the Company
pursuant to the net exercise terms of the Warrants for a total of $678,505.

In addition, the Company agreed to repurchase from MREC the additional 919,382 warrants held by MRC that
are not currently exercisable (the “Tranche 2 Warrants”). Mr. Saltz held 728,243 of the Tranche 2 Warrants prior to
their assignment to MREC on August 11, 2017. The Warrant Buyout Agreement amends the Tranche 2 Warrants to
provide for the immediate exercise on a net exercise basis of 48,415 shares of the Company’s common stock. The
purchase price for the Tranche 2 Warrants of a total of $94,990 is based on a price of $1.962 per share of common
stock issuable on a net exercise basis based on 48,415 shares of the Company’s common stock. The aggregate
purchase price of the Tranche 1 Warrants and the Tranche 2 Warrants was $773,495. On August 17, 2017, VirTra
paid the aggregate purchase price of Tranche 1 Warrants and Tranche 2 Warrants of $773,495 reduced by the
minimum royalty payment of $118,427 for net cash payment to MREC totaling $655,068.

MREC agreed that proceeds of the warrant redemption, net of applicable taxes, would be used to fund the
development of a second stand-alone Modern Round location and that the minimum royalty due to us during the
first 12- month royalty period in order to maintain exclusivity of $118,427. Further, MREC acknowledged that the
second 12-month minimum royalty calculation period provided for in the Co-Venture Agreement began on June 1,
2017 and ends on May 31, 2018. Total minimum royalty payments due during this period required to maintain
MREC’s exclusive rights under the Co-Venture Agreement are $560,000 including any shortfalls for prior periods
being due no later than June 30, 2018. By fully funding the Minimum Royalty Payment, MREC will retain its
exclusive license to use the Company’s shooting scenario content and other intellectual property in MREC’s
facilities for a future 12-month period in accordance with the Co-Venture Agreement.

There are no warrants outstanding as of September 30, 2017.

In addition, on August 16, 2017, the Company entered into an amendment to the Co-Venture Agreement to
permit MREC to sublicense the VirTra Technology to third party operators of stand-alone location-based
entertainment companies. MREC agreed to pay the Company royalties for any such sublicenses in an amount equal
to 10% of the revenue paid to MREC in cases where MREC pays for the cost of the equipment for such location or
14% of the revenue paid to MREC in cases where it does not pay for the cost of the equipment.
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Note 6. Related Party Transactions

During the three months ended September 30, 2017 and 2016, the Company issued 27,500 and 22,500 stock
options to the CEO, COO and members of the Board of Directors to purchase shares of common stock at a weighted
average purchase price of $1.88 and $2.10, respectively. During the nine months ended September 30, 2017 and
2016, the Company issued 82,500 and 67,500 stock options to the CEO, COO and members of the Board of
Directors to purchase shares of common stock at a weighted average purchase price of $2.21 and $1.54,
respectively. All options are exercisable within seven years of grant date.

During the three and nine months ended September 30, 2017 and 2016, the Company redeemed stock options
from the CEO and COO that had previously been awarded. As a result, the Company recorded additional
compensation expense as follows:

Three Months Ending September 30, Nine Months Ending September 30,

2017 2016 2017 2016
Number of stock options redeemed 60,000 25,000 110,000 475,000
Redemption value $ 97,300 $ 37,500 $ 182,550 $ 505,224
Amount previously expensed (2010 and 2009) (32,000) (12,500) (67,000) (190,000)
Additional compensation expense $ 65,300 $ 25,000 $ 115,550 $ 315,224

Mr. Mitch Saltz, a member of the Company’s Board of Directors, is also Chairman of the Board of Directors
and a majority stockholder of MREC. The Company entered into the Co-Venture Agreement with MREC as
disclosed in Note 5. Through the terms of that agreement, the Company owns 3,353,495 shares of MREC common
stock representing approximately 9.3% of the issued and outstanding shares of MREC common stock. In addition,
MREC paid the Company $40,852 and $47,829 for license fees (royalties) for the three months ended September 30,
2017 and 2016, respectively pursuant to the terms of the Co-Venture Agreement and $245,082 and $47,829 for the
nine months ended September 30, 2017 and 2016, respectively.

Note 7. Commitments and Contingencies

The Company’s operating lease obligations relate to the leasing of the Company’s corporate office space
located at 7970 South Kyrene Road, Tempe, Arizona 85284, which expires in April, 2019, unless renewed and the
leasing of the machine shop building located at 2169 East Fifth St., Tempe, Arizona 85284, which expires in

March, 2018, unless renewed.

Future minimum lease payments under non-cancelable operating leases are as follows:

Building Lease Schedule

2017 $ 87,651
2018 324,353
2019 105,542
Total $ 517,546

The Company has a deferred rent liability of $87,861 and $122,126 as of September 30, 2017 and December
31, 2016, respectively, relative to the increasing future minimum lease payments. Rent expense was $92,910 and
$86,578 for the three months ended September 30, 2017 and 2016, respectively. Rent expense was $283,192 and
$265,932 for the nine months ended September 30, 2017 and 2016, respectively.

General or Threatened Litigation

From time to time, the Company is notified of threatened litigation or that a claim is being made against it. The
Company’s policy is to not disclose the specifics of any claim or threatened lawsuit until such complaint is actually
served on the Company. On October 20, 2016, a former employee filed a lawsuit in the U.S. District Court, District
of Arizona alleging the Company’s failure and/or refusal to pay overtime in violation of 29 U.S.C. Sec. 201, et. seq.
and a claim for wrongfully withheld wages under A.R.S. Sec. 23-350 et. seq. On September 18, 2017, VirTra
entered into a Settlement Agreement and Release of Claims for a nominal amount and full dismissal of all
complaints. The agreement does not constitute an admission that VirTra violated any local, state or federal
regulations or engaged in any improper or unlawful conduct or wrongdoing.
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Note 8. Stockholders’ Equity
Stock Repurchase

On October 25, 2016, the Company’s Board of Directors authorized the repurchase of up to $1,000,000 of its
common stock through December 31, 2017 (the “Repurchase Program”). Purchases made pursuant to this
authorization will be made in the open market, in privately negotiated transactions or pursuant to any trading plan
that may be adopted in accordance with Rule 10b-18 of the Securities and Exchange Commission (the “SEC”). The
timing, manner, price and amount of any repurchases will be determined by the Company at its discretion and will
be subject to economic and market conditions, stock price, applicable legal requirements and other factors. During
the nine months ended September 30, 2017, the Company repurchased 41,878 shares at a cost of $96,633, an
average price of $2.31 per share.

Stock Options

The Company periodically issues non-qualified incentive stock options to key employees, officers and directors
under a Stock Option Compensation plan approved by the Board of Directors in 2009. Terms of the option grants
are at the discretion of the Board of Directors but historically have been seven years. During the three months ended
September 30, 2017 and 2016, the Company issued 27,500 and 22,500 stock options, with a weighted average
exercise price of $1.88 and $2.10 per share. During the nine months ended September 30, 2017 and 2016, the
Company issued 82,500 and 67,500 stock options, with a weighted average exercise price of $2.21 and $1.54 per
share.

The assumptions used for the periods ended September 30, 2017 and 2016, and the resulting estimates of
weighted-average fair value per share of options granted during those periods, are as follows:

Three Months September 30, Nine Months September 30,
2017 2016 2017 2016
Volatility 96% to 98% 103% to 105% 96% to 101% 103% to 107%
Risk-free interest rate 1-2% 1-2% 1-2% 1-2%
Expected term 7 years 7 years 7 years 7 years

The following table summarizes all compensation plan stock options for the nine months ended September 30:

September 30, 2017 September 30, 2016
Number of Weighted Number of Weighted
Stock Options Exercise Price Stock Options Exercise Price
Options outstanding, beginning of year 1,115833  § 0.80 1,667,934  § 0.60
Granted 82,500 221 67,500 1.54
Redeemed (110,000) (0.64) (475,000) 0.41)
Exercised - - (30,000) (0.55)
Expired / terminated - - (115,434) (0.54)
Options outstanding, end of quarter 1,088,333  $ 1.05 1,115000 $ 1.23
Options exercisable, end of quarter 1,048,333 $ 1.04 1,075,000 $ 1.22

Stock compensation expense was $42,376 and $30,000 for the three months ended September 30, 2017 and
2016, respectively. Stock compensation expense was $160,351 and $93,990 for the nine months ended September
30,2017 and 2016, respectively. The fair value of awards granted during the nine months ended September 30, 2017
was approximately $160,000. There are 40,000 non-vested stock options as of September 30, 2017. Of that amount,
20,000 options will vest in October 2017 and October 2018. Unrecognized compensation expense related to
unvested awards is approximately $4,000.
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2017 Equity Incentive Plan

On August 23, 2017, our board approved, subject to shareholder approval at the annual meeting of shareholders
on October 6, 2017, the 2017 Equity Incentive Plan (the “Equity Plan”). The Equity Plan is intended to make
available incentives that will assist us to attract, retain and motivate employees, including officers, consultants and
directors. We may provide these incentives through the grant of stock options, stock appreciation rights, restricted
stock, restricted stock units, performance shares and units and other cash-based or stock-based awards.

A total 0f 2,375,000 shares of our common stock will be initially authorized and reserved for issuance under the
Equity Plan. This reserve will automatically increase on January 1, 2018 and each subsequent anniversary through
2027, by an amount equal to the smaller of (a) 3% of the number of shares of common stock issued and outstanding
on the immediately preceding December 31, or (b) an amount determined by the board.

Awards may be granted under the Equity Plan to our employees, including officers, directors or consultants or
those of any present or future parent or subsidiary corporation or other affiliated entity. All awards will be evidenced
by a written agreement between us and the holder of the award and may include any of the following: stock options,
stock appreciation rights, restricted stock, restricted stock units, performance shares and performance units and cash-
based awards and other stock-based awards.

Note 9. Subsequent Events

On October 6, 2017, VirTra held its Annual General Meeting and the shareholders approved, in line with the
Board of Directors’ recommendations, all proposals presented at the meeting. Shareholders voted to elect all five of
the director nominees: Robert D. Ferris, Matthew D. Burlend, Mitchell A. Saltz, Jeffrey D. Brown and Jim
Richardson. Additionally, the shareholders approved the VirTra 2017 Equity Incentive Plan.

On October 10, 2017, VirTra applied to list its common stock on the Nasdaq Capital Market upon qualification
by the SEC of its planned Regulation A+ offering (the “Regulation A Offering”) of shares of its common stock with
a minimum value of $5,000,000 and a maximum value of $10,000,000, with a per share price range to be
determined (which per share price range will be at or above $2) (the “Offered Shares™) on a “best efforts” basis in a
Tier 2 offering under Regulation A pursuant to an Offering Statement on Form 1-A (the “Form 1-A”) filed with the
SEC on September 11, 2017, as amended. The Regulation A Offering will terminate on a date to be determined,
subject to extension for up to 30 days with the mutual agreement of the Company and the Underwriter; provided
that, if the Company has received and accepted subscriptions for the minimum number of Offered Shares on or
before the termination date, or the end of the 30-day extension, if exercised, then the Company will close on the
minimum offering amount (the “Initial Closing”) and the Regulation A Offering will continue until the earliest of (i)
the date which is 90 days after the Initial Closing, or (ii) with the mutual agreement of the Company and the
Underwriter, a date which is less than 90 days after the Initial Closing in order to coordinate with the
commencement of exchange trading of the Company’s common stock, or (iii) the date on which the maximum
offering amount is sold (such earliest date, the “Termination Date”). If, on the Initial Closing date, the Company has
sold less than the maximum number of Offered Shares, then the Company may hold one or more additional closings
for additional sales (each an “Additional Closing”), up to the maximum number of Offered Shares, and until the
Termination Date..

The Company expects to commence the sale of the Offered Shares as of the date on which the Form 1-A is
qualified by the SEC. The Company plans to register its common stock under the Securities Exchange Act of 1934,
as amended, upon the qualification of the Regulation A Offering. The Company will not consummate and close the
Regulation A Offering without a listing approval letter from NASDAQ. No sales of Offered Shares have been made
to date and no such sales will be made prior to the qualification of the Form 1-A by the SEC. After the Form 1-A has
been qualified by the SEC, subscriptions, once received, are irrevocable. As of the reporting date, the Form 1-A has
not been qualified by the SEC.

On October 16, 2017 and October 17, 2017, the Company repurchased 5,056 shares of stock with a total cost
basis of $15,475 pursuant to its Repurchase Program to hold in treasury.

On October 18, 2017, the Company suspended its Repurchase Program indefinitely due to its pending
Regulation A Offering.
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Item 4 Management’s Discussion and Analysis or Plan of Operation.

A. Plan of Operation
N/A
B. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of the Company’s financial condition and plan of operations should be
read in conjunction with its financial statements and related notes included with this report. This discussion and
analysis contains forward-looking statements including information about possible or assumed results of the
Company’s financial conditions, operations, plans, objectives and performance that involve risk, uncertainties and
assumptions. The actual results may differ materially from those anticipated in such forward-looking statements. For
example, when the Company indicates that it expects to increase its product sales and potentially establish additional
business relationships, these are forward-looking statements. The words expect, anticipate, estimate or similar
expressions are also used to indicate forward-looking statements.

Overview

The Company develops, sells and supports judgmental use of force training and marksmanship firearms training
systems and accessories for law enforcement, military or civilian use. The Company’s simulators use software,
hardware and content to create uniquely effective and realistic training that does not require live ammunition or less-
than-lethal munitions, which can both save money and provide certain training capabilities unavailable to live fire
exercises. The Company developed, what it considers to be a higher standard in simulation training including
capabilities such as: multi-screen video based scenarios, unique scenario authoring ability, superior training
scenarios, the patented Threat-Fire™ shoot-back system, powerful gas-powered simulated recoil weapons, and
more.

The Company is also engaged in licensing its technology to Modern Round Entertainment Corporation
(“MREC”), a developer and operator of a combined dining and entertainment concept centered on an indoor
shooting experience.

Principal Products
The Company’s simulator products include the following:

e  V-300™ Simulator — a 300° wrap-around screen with video capability is the higher standard for
simulation training

e V-180™ Simulator — a 180° screen with video capability is for smaller spaces or smaller budgets
e V-100™ Simulator — a single-screen based simulator system

e The V-100™ MIL is sold to various military commands throughout the world and can support any
local language. The system is extremely compact and can even share space with a standard
classroom or squeeze into almost any existing facility. If a portable firearms simulator is needed,
this model offers the most compact single-screen simulator on the market today — everything
organized into one standard case.

e V-ST™ Simulator — a highly-realistic single screen simulated shooting range simulator with the
ability to scale to multiple screens

e Top SME Content — content supplied with our simulators is approved by top Subject Matter
Experts (SME)

e  V-Author™ Software — allows users to create, edit, and train with content specific to agency’s
objectives

e Simulated Recoil — a wide range of highly realistic and reliable simulated recoil kits/weapons

e Return Fire Device — the patented Threat-Fire™ device which applies real-world stress on the
trainees during simulation training
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Results of Operations for the Three and Nine Months Ended September 30, 2017 and September 30, 2016

Revenues

Revenues were $4,686,445 for the three months ended September 30, 2017, compared to $3,041,701 for the
same period in 2016. Revenues were $14,147,297 for the nine months ended September 30, 2017, compared to
$12,649,963 for the same period in 2016. The increases were due to additional sales of simulators, accessories,
warranties and other services.

Cost of Sales

Cost of sales was $1,573,384 for the three months ended September 30, 2017 compared to $1,345,181 for the
same period in 2016. The increase was due to additional sales volume. Cost of sales was $4,853,796 for the nine
months ended September 30, 2017, compared to $4,856,906 for the same period in 2016, a decrease resulting from
product sales mix and a reduction in material costs in 2017 compared to the same period in 2016.

Gross Profit

Gross profit was $3,113,061 for the three months ended September 30, 2017, compared to $1,696,521 for the
same period in 2016. The increase was due to additional sales volume and a gross profit margin of 66% compared to
56% for the same period in 2016. Gross profit was $9,293,501 for the nine months ended September 30, 2017,
compared to $7,793,057 for the same period in 2016. The gross profit margin was 66% for the nine months ended
September 30, 2017, compared to 62% for the same period in 2016.

Operating Expenses

Net operating expense was $2,361,243 for the three months ended September 30, 2017, compared to $1,700,835
for the same period in 2016. Net operating expense was $6,447,409 for the nine months ended September 30, 2017,
compared to $5,363,678 for the same period in 2016. The three month and nine month year over year increases were
due to expanding staffing levels, annual increases in payroll and benefits for current staff, sales and marketing
expansion, increases in non-recurring public company related one-time costs, new research and development work,
and IT infrastructure upgrades.

Income/ (Loss) from Operations

Income from operations was $751,818 for the three months ended September 30, 2017, compared to a loss from
operations of $4,314 for the same period in 2016. Income from operations was $2,846,092 for the nine months
ended September 30, 2017, compared to $2,429,379 for the same period in 2016.

Other Income/Expenses

Other income was $14,813 for the three months ended September 30, 2017, compared to $5,626 for the same
period in 2016. Other income was $52,410 for the nine months ended September 30, 2017, compared to $8,406 for
the same period in 2016. Increases in both the three and nine month year over year resulted from additional interest
income.

Other expenses were $221 for the three months ended September 30, 2017, compared to $2,981 for the same
period in 2016. Other expenses were $4,113 for the nine months ended September 30, 2017 compared to $2,981 for
the same period in 2016. The decrease in other expenses for the three month year over year resulted from treasury
shares being cancelled in 2016 and the increase in other expenses for the nine month year over year resulted from a
loss on foreign currency exchange.

Net Income
Net income was $742,125 for the three months ended September 30, 2017, compared to a net loss of $10,083
for the same period in 2016. Net income was $2,792,104 for the nine months ended September 30, 2017, compared

to $2,361,186 for the same period in 2016. The increase in the net income for both periods resulted from increases in
revenue and gross profit partially offset by an increase in operating expenses as noted above.
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Adjusted Earnings Before Interest, Taxes, Depreciation and Amortization
Explanation and Use of Non-GAAP Financial Measures:

Earnings before interest, income taxes, depreciation and amortization and before other non-operating costs and
income (“EBITDA”) and adjusted EBITDA are non-GAAP measures. Adjusted EBITDA also includes non-cash
stock options granted expense. Other companies may calculate adjusted EBITDA differently. The Company
calculates its adjusted EBITDA to eliminate the impact of certain items it does not consider to be indicative of its
performance and its ongoing operations. Adjusted EBITDA is presented herein because management believes the
presentation of adjusted EBITDA provides useful information to the Company’s investors regarding the Company’s
financial condition and results of operations and because adjusted EBITDA is frequently used by securities analysts,
investors and other interested parties in the evaluation of companies in the Company’s industry, several of which
present EBITDA and a form of adjusted EBITDA when reporting their results. Adjusted EBITDA has limitations as
an analytical tool and should not be considered in isolation or as a substitute for analysis of the Company’s results as
reported under U.S. GAAP. Adjusted EBITDA should not be considered as an alternative for net (loss) income, cash
flows from operating activities and other consolidated income or cash flows statement data prepared in accordance
with U.S. GAAP or as a measure of profitability or liquidity. A reconciliation of net income to adjusted EBITDA is
provided in the following table:

RECONCILIATION OF NET INCOME TO ADJUSTED EBITDA

Three Months Ended Nine Months Ended
September 30, September 30, Increase % September 30, September 30,  Increase %
2017 2016 (Decrease) Change 2017 2016 (Decrease) Change
Net Income/(Loss) $ 742,125 § (10,083) $ 752,208 -74602% $ 2,792,104 $§ 2361,186 $ 430918  183%
Adjustments:
Depreciation and amortization 65,570 64,591 979 1.5% 204,527 160,768 43,759  27.2%
Non-cash stock option expense 42,376 30,000 12,376 41.3% 160,351 93,990 66,361 70.6%
Provision for income taxes 24,285 8,414 15,871 188.6% 102,285 73,618 28,667 38.9%
Adjusted EBITDA $ 874,356 $ 92,922 $§ 781,434  841.0% $ 3259267 $ 2,689,562 $ 569,705  21.2%

Liquidity and Capital Resources

Liquidity is the ability of an enterprise to generate adequate amounts of cash to meet its needs for cash
requirements. The Company had $5,106,205 and $3,703,579 in cash as of September 30, 2017 and December 31,
2016, respectively. The working capital was $7,359,583 and $5,268,654 for the periods ended September 30, 2017
and December 31, 2016, respectively.

Net cash provided by operating activities was $2,549,964 and $2,569,636 for the nine months ended September
30, 2017 and 2016, respectively, resulting from an increase in net income and significant changes in accounts
receivables, prepaid expense, other current assets, accounts payable and other accrued expenses.

Net cash used in investing activities was $83,410 and $468,115 for the nine months ended September 30, 2017
and 2016, respectively, resulting from the purchases of property and equipment.

Net cash used in financing activities was $1,063,928 and $497,143 for the nine months ended September 30,
2017 and 2016, respectively, resulting from the purchase of treasury stock, the repayment of debt, the repurchase of
stock warrants from MREC, and from the repurchase and cancellation of stock options.

Cash Requirements

Our management believes that our current capital resources will be adequate to continue operating our company
and maintaining our current business strategy for the next 12 months. We are, however, seeking to raise additional
funds to expand our product and services offered, to enhance our sales and marketing efforts and effectiveness, and
to aggressively take advantage of market opportunities. There can be no assurance, however, 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 the additional financing on a timely basis, if and when it is needed, we will be
forced to scale down our plans for expanded marketing and sales efforts. To the extent that additional capital is
raised through the sale of equity or convertible debt securities, the issuance of such securities would result in
ownership dilution to the Company’s existing stockholders.
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Off-Balance Sheet Arrangements

As of September 30, 2017, we did not have any 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 are material to investors. The
term “off-balance sheet arrangement” generally means any transaction, agreement or other contractual arrangement
to which an entity unconsolidated with us is a party, under which we have any obligation arising under a guarantee
contract, derivative instrument or variable interest or a retained or contingent interest in assets transferred to such
entity or similar arrangement that serves as credit, liquidity or market risk support for such assets.

Item 5 Legal Proceedings.

From time to time, the Company is involved in various claims and legal actions arising in the ordinary
course of business. On October 20, 2016, a former employee filed a lawsuit in the U.S. District Court, District of
Arizona against us alleging our failure and/or refusal to pay overtime in violation of 29 U.S.C. Sec. 201, et. seq. and
a claim for wrongfully withheld wages under A.R.S. Sec. 23-350 et. seq. The complaint seeks certification of class
action status, declaratory relief, damages, interest, attorneys’ fees and such other relief the Court deems just and
proper. The Company intends to vigorously defend itself in this case. While acknowledging the uncertainties of
litigation with an unfavorable ruling resulting in monetary damages against the Company, management believes that
the ultimate outcome of this matter will not have a material effect on its earnings, cash flows or financial position.

On September 18, 2017, VirTra entered into a Settlement Agreement and Release of Claims for a nominal
amount and full dismissal of all complaints with two former employees, however, other complaints are still ongoing.
The agreement does not constitute an admission that VirTra violated any local, state or federal regulations or
engaged in any improper or unlawful conduct or wrongdoing.

Item 6 Defaults upon Senior Securities.

None.

Item 7 Other Information.

None.
Item 8 Exhibits.

o First Amendment to Co-Venture Agreement dated August 16, 2017, by and between Modern
Round, L.L.C. and VirTra Systems, Inc.
e 2017 Equity Incentive Plan
Form of Stock Option Agreement for 2017 Equity Incentive Plan
Form of Notice of Grant of Stock Option for 2017 Equity Incentive Plan

[ISSUER’S CERTIFICATION PAGE FOLLOWS]
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Item 9 Certifications.
I, Robert D. Ferris, certify that:
1. Thave reviewed this quarterly disclosure statement of VirTra, Inc.;

2. Based on my knowledge, this disclosure statement 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 statements were made, not misleading with respect to the period covered by this disclosure
statement; and

3. Based on my knowledge, the financial statements and other financial information included or incorporated
by reference in this disclosure statement, fairly represent, in all material respects, the financial condition,
results of operations and cash flows of the issuer as of, and for, the periods presented in this disclosure
statement.

Date: November 14, 2017
/s/ Robert D. Ferris

Robert D. Ferris
Chief Executive Officer and Chairman of the Board of Directors

I, Judy A. Henry, certify that:
1. I have reviewed this quarterly disclosure statement of VirTra, Inc.;

2. Based on my knowledge, this disclosure statement 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 statements were made, not misleading with respect to the period covered
by this disclosure statement; and

3. Based on my knowledge, the financial statements and other financial information included or
incorporated by reference in this disclosure statement, fairly represent, in all material respects, the
financial condition, results of operations and cash flows of the issuer as of, and for, the periods
presented in this disclosure statement.

Date: November 14, 2017
/s/ Judy A. Henry

Judy A. Henry
Chief Financial Officer
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ITEM 8 EXHIBIT

FIRST AMENDMENT
TO THE
CO-VENTURE AGREEMENT

WHEREAS, on or about January 16, 2015, VirTra Systems Inc. (“VirTra”) and Modern Round, L.L.C. (“Modem Round™)
did enter into that certain Co-Venture Agreement (the “Agreement™);

WHEREAS, the Parties now wish to modify certain terms and conditions of the Agreement and/or add certain terms and
conditions to the Agreement; ,

NOW THEREFORE, in consideration of the premises and the faithful performance of the covenants herein contained, IT
IS FURTHER AGREED:

1 Definitions. For the purposes of this First Amendment to the Co-Venture Agreement (the “Amendment”), all capitalized
terms not specifically defined herein shall have the meaning assigned to them in the Agreement,

2, Agreement Modifications. By this Amendment, the following amendments and modifications to the Agreement apply.

The following definition is added to Section 1 (Definitions ).

1.57  “LBE” means an established stand-alone location-based entertainment company (e.g., Dave & Buster’s in Dallas,
Texas) such as Dave & Buster’s, Main Event Entertainment, and Lucky Strike Entertainment (each an “LBE.

Section 3.4 is hereby added to the Agreement.

34 Sublicensing. During the Term and subject to Modern Round’s material compliance with the terms and
conditions of the Agreement, Modern Round may enter into one or more sublicensing and revenue-sharing agreements with one
or more LBEs to offer the Concept provided, however, that no Modern Round affiliated company or entity, owner, officer,
director, employee, or family member of any such person or entity (each an “Interested Party™) can have any interest in any
contracted LBE that would provide any such Interested Person or entity with any material remuneration, financial or commercial
benefit. The LBE locations are not licensed to use any VirTra trademarks in conjunction with the Concept.

Section 5.4(d} is hereby added to the Agreement.

5.4(d) LBE Royalties. For any LBE sublicensed by Modern Round hereunder, Modern Round shall pay royalties to
VirTra equal to 10% of the revenue paid to Modern Round within thirty (30) days of the end of each month; provided, however,
if Modern Round does not incur the equipment cost of any LBE sublicensed by Modern Round, VirTra will be paid a royalty
equal to 14% of the revenue paid to Modern Round within thirty (30) days of the end of each month..

3. Warrants. The attached Exhibit A is an agreement between the parties for VirTra to provide a cash out payment to
Modern Round and cancel all Warrants granted in Section 5.3(b)(1) and Section 5.3(b)(2) under the Agreement.

4. Further Assurances. Except as expressly set forth herein, all other provisions, terms, and conditions set forth in the
Agreement remain in full force and effect, without modification, and the Parties to this Amendment reaffirm their respective
obligations thereunder. If any clause in this Amendment is found to be in conflict with the Agreement then the terms and
conditions of this Amendment shall supersede the terms and conditions of the Agreement.

5. IN WITNESS WHEREOF, the duly authorized representatives of the Parties have executed this First Amendment to the
Co-Venture Agreement to be effective as of the last date shown below.

VirTra, Inc. L MOdEW 2
Sigrmtire

. Signature Lﬂé
Bob fecris CEo ol Lo A AL
Printed Name and Title Printed Name and, Title | / P +— O F2
g/16/1 Z 3719'{:’7
Date * £ Date f 1




ITEM 8 EXHIBIT

VIRTRA, INC.

2017 EQUITY INCENTIVE PLAN
1. ESTABLISHMENT, PURPOSE AND TERM OF PLAN.

1.1 Establishment. The VirTra, Inc. 2017 Equity Incentive Plan (the ““Plan”) is hereby established effective as of October 6, 2017,
the date of its approval by the stockholders of the Company (the “Effective Date™).

1.2 Purpose. The purpose of the Plan is to advance the interests of the Participating Company Group and its stockholders by
providing an incentive to attract, retain and reward persons performing services for the Participating Company Group and by
motivating such persons to contribute to the growth and profitability of the Participating Company Group. The Plan seeks to achieve
this purpose by providing for Awards in the form of Options, Stock Appreciation Rights, Restricted Stock Awards, Restricted Stock
Units, Performance Shares, Performance Units, Cash-Based Awards and Other Stock-Based Awards.

1.3 Term of Plan. The Plan shall continue in effect until its termination by the Committee; provided, however, that all Awards shall
be granted, if at all, within ten (10) years from the Effective Date.

2. DEFINITIONS AND CONSTRUCTION.

2.1 Definitions. Whenever used herein, the following terms shall have their respective meanings set forth below:

(a) “Affiliate” means (i) a parent entity, other than a Parent Corporation, that directly, or indirectly through one or more intermediary
entities, controls the Company or (ii) a subsidiary entity, other than a Subsidiary Corporation, that is controlled by the Company
directly or indirectly through one or more intermediary entities. For this purpose, the terms “parent,” “subsidiary,” “control” and
“controlled by” shall have the meanings assigned such terms for the purposes of registration of securities on Form S-8 under the
Securities Act.

(b) “Award” means any Option, Stock Appreciation Right, Restricted Stock Purchase Right, Restricted Stock Bonus, Restricted Stock
Unit, Performance Share, Performance Unit, Cash-Based Award or Other Stock-Based Award granted under the Plan.

(c) “Award Agreement” means a written or electronic agreement between the Company and a Participant setting forth the terms,
conditions and restrictions applicable to an Award.

(d) ““Board” means the Board of Directors of the Company.

(e) “Cash-Based Award™ means an Award denominated in cash and granted pursuant to Section 11.

(f) “Cashless Exercise” means a Cashless Exercise as defined in Section 6.3(b)(i).

(g) “Cause” means, unless such term or an equivalent term is otherwise defined by the applicable Award Agreement or other written
agreement between a Participant and a Participating Company applicable to an Award, any of the following: (i) the Participant’s theft,
dishonesty, willful misconduct, breach of fiduciary duty for personal profit, or falsification of any Participating Company documents
or records; (ii) the Participant’s material failure to abide by a Participating Company’s code of conduct or other policies (including,
without limitation, policies relating to confidentiality and reasonable workplace conduct); (iii) the Participant’s unauthorized use,
misappropriation, destruction or diversion of any tangible or intangible asset or corporate opportunity of a Participating Company
(including, without limitation, the Participant’s improper use or disclosure of a Participating Company’s confidential or proprietary
information); (iv) any intentional act by the Participant which has a material detrimental effect on a Participating Company’s
reputation or business; (v) the Participant’s repeated failure to perform any reasonable assigned duties after written notice from a
Participating Company of, and a reasonable opportunity to cure, such failure; (vi) any material breach by the Participant of any
employment, service, non-disclosure, non-competition, non-solicitation or other similar agreement between the Participant and a
Participating Company, which breach is not cured pursuant to the terms of such agreement; or (vii) the Participant’s conviction
(including any plea of guilty or nolo contendere) of any criminal act involving fraud, dishonesty, misappropriation or moral turpitude,
or which impairs the Participant’s ability to perform his or her duties with a Participating Company.

(h) “Change in Control” means, unless such term or an equivalent term is otherwise defined by the applicable Award Agreement or
other written agreement between the Participant and a Participating Company applicable to an Award, the occurrence of any one or a
combination of the following:



(i) any “person” (as such term is used in Sections 13(d) and 14(d) of the Exchange Act) becomes the “beneficial owner” (as such term
is defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company representing more than fifty
percent (50%) of the total Fair Market Value or total combined voting power of the Company’s then-outstanding securities entitled to
vote generally in the election of Directors; provided, however, that a Change in Control shall not be deemed to have occurred if such
degree of beneficial ownership results from any of the following: (A) an acquisition by any person who on the Effective Date is the
beneficial owner of more than fifty percent (50%) of such voting power, (B) any acquisition directly from the Company, including,
without limitation, pursuant to or in connection with a public offering of securities, (C) any acquisition by the Company, (D) any
acquisition by a trustee or other fiduciary under an employee benefit plan of a Participating Company or (E) any acquisition by an
entity owned directly or indirectly by the stockholders of the Company in substantially the same proportions as their ownership of the
voting securities of the Company; or

(ii) an Ownership Change Event or series of related Ownership Change Events (collectively, a “Transaction”) in which the
stockholders of the Company immediately before the Transaction do not retain immediately after the Transaction direct or indirect
beneficial ownership of more than fifty percent (50%) of the total combined voting power of the outstanding securities entitled to vote
generally in the election of Directors or, in the case of an Ownership Change Event described in Section 2.1(ee)(iii), the entity to
which the assets of the Company were transferred (the “Transferee™), as the case may be; or

(iii) a date specified by the Committee following approval by the stockholders of a plan of complete liquidation or dissolution of the
Company; provided, however, that a Change in Control shall be deemed not to include a transaction described in subsections (i) or (ii)
of this Section 2.1(h) in which a majority of the members of the board of directors of the continuing, surviving or successor entity, or
parent thereof, immediately after such transaction is comprised of Incumbent Directors.

For purposes of the preceding sentence, indirect beneficial ownership shall include, without limitation, an interest resulting from
ownership of the voting securities of one or more corporations or other business entities which own the Company or the Transferee, as
the case may be, either directly or through one or more subsidiary corporations or other business entities. The Committee shall
determine whether multiple events described in subsections (i), (ii) and (iii) of this Section 2.1(h) are related and to be treated in the
aggregate as a single Change in Control, and its determination shall be final, binding and conclusive.

(i) “Code” means the Internal Revenue Code of 1986, as amended, and any applicable regulations and administrative guidelines
promulgated thereunder.

(j) “Committee” means the Compensation Committee and such other committee or subcommittee of the Board, if any, duly appointed
to administer the Plan and having such powers in each instance as shall be specified by the Board. If, at any time, there is no
committee of the Board then authorized or properly constituted to administer the Plan, the Board shall exercise all of the powers of the
Committee granted herein, and, in any event, the Board may in its discretion exercise any or all of such powers.

(k) “Company” means VirTra, Inc., a Nevada corporation, and any successor corporation thereto.

(I) “Consultant” means a person engaged to provide consulting or advisory services (other than as an Employee or a Director) to a
Participating Company, provided that the identity of such person, the nature of such services or the entity to which such services are
provided would not preclude the Company from offering or selling securities to such person pursuant to the Plan in reliance on
registration on Form S-8 under the Securities Act.

(m) “Covered Employee” means, at any time the Plan is subject to Section 162(m), any Employee who is or may reasonably be
expected to become a “covered employee” as defined in Section 162(m), or any successor statute, and who, with respect to a
Performance Award, is designated, either as an individual Employee or a member of a class of Employees, by the Committee no later
than the earlier of (i) the date that is ninety (90) days after the beginning of the Performance Period, or (ii) the date on which twenty-
five percent (25%) of the Performance Period has elapsed, as a “Covered Employee” under this Plan for such applicable Performance
Period.

(n) “Director” means a member of the Board.

(o) “Disability” means, unless such term or an equivalent term is otherwise defined by the applicable Award Agreement or other
written agreement between the Participant and a Participating Company applicable to an Award, the permanent and total disability of
the Participant, within the meaning of Section 22(e)(3) of the Code.



(p) “Dividend Equivalent Right” means the right of a Participant, granted at the discretion of the Committee or as otherwise provided
by the Plan, to receive a credit for the account of such Participant in an amount equal to the cash dividends paid on one share of Stock
for each share of Stock represented by an Award held by such Participant.

(9) “Employee” means any person treated as an employee (including an Officer or a Director who is also treated as an employee) in
the records of a Participating Company and, with respect to any Incentive Stock Option granted to such person, who is an employee
for purposes of Section 422 of the Code; provided, however, that neither service as a Director nor payment of a Director’s fee shall be
sufficient to constitute employment for purposes of the Plan. The Company shall determine in good faith and in the exercise of its
discretion whether an individual has become or has ceased to be an Employee and the effective date of such individual’s employment
or termination of employment, as the case may be. For purposes of an individual’s rights, if any, under the terms of the Plan as of the
time of the Company’s determination of whether or not the individual is an Employee, all such determinations by the Company shall
be final, binding and conclusive as to such rights, if any, notwithstanding that the Company or any court of law or governmental
agency subsequently makes a contrary determination as to such individual’s status as an Employee.

(r) “Exchange Act”” means the Securities Exchange Act of 1934, as amended.

(s) “Fair Market Value™ means, as of any date, the value of a share of Stock or other property as determined by the Committee, in its
discretion, or by the Company, in its discretion, if such determination is expressly allocated to the Company herein, subject to the
following:

(i) Except as otherwise determined by the Committee, if, on such date, the Stock is listed or quoted on a national or regional securities
exchange or quotation system, the Fair Market Value of a share of Stock shall be the closing price of a share of Stock as quoted on the
national or regional securities exchange or quotation system constituting the primary market for the Stock, as reported in The Wall
Street Journal or such other source as the Company deems reliable. If the relevant date does not fall on a day on which the Stock has
traded on such securities exchange or quotation system, the date on which the Fair Market Value shall be established shall be the last
day on which the Stock was so traded or quoted prior to the relevant date, or such other appropriate day as shall be determined by the
Committee, in its discretion.

(ii) Notwithstanding the foregoing, the Committee may, in its discretion, determine the Fair Market Value of a share of Stock on the
basis of the opening, closing, or average of the high and low sale prices of a share of Stock on such date or the preceding trading day,
the actual sale price of a share of Stock received by a Participant, any other reasonable basis using actual transactions in the Stock as
reported on a national or regional securities exchange or quotation system, or on any other basis consistent with the requirements of
Section 409A. The Committee may also determine the Fair Market Value upon the average selling price of the Stock during a
specified period that is within thirty (30) days before or thirty (30) days after such date, provided that, with respect to the grant of an
Option or SAR, the commitment to grant such Award based on such valuation method must be irrevocable before the beginning of the
specified period. The Committee may vary its method of determination of the Fair Market Value as provided in this Section for
different purposes under the Plan to the extent consistent with the requirements of Section 409A.

(iii) If, on such date, the Stock is not listed or quoted on a national or regional securities exchange or quotation system, the Fair
Market Value of a share of Stock shall be as determined by the Committee in good faith without regard to any restriction other than a
restriction which, by its terms, will never lapse, and in a manner consistent with the requirements of Section 409A.

(t) “Full Value Award” means any Award settled in Stock, other than (i) an Option, (ii) a Stock Appreciation Right, or (iii) a
Restricted Stock Purchase Right or an Other Stock-Based Award under which the Company will receive monetary consideration equal
to the Fair Market Value (determined on the effective date of grant) of the shares subject to such Award.

(u) “Incentive Stock Option” means an Option intended to be (as set forth in the Award Agreement) and which qualifies as an
incentive stock option within the meaning of Section 422(b) of the Code.

(v) “Incumbent Director” means a director who either (i) is a member of the Board as of the Effective Date or (ii) is elected, or
nominated for election, to the Board with the affirmative votes of at least a majority of the Incumbent Directors at the time of such
election or nomination (but excluding a director who was elected or nominated in connection with an actual or threatened proxy
contest relating to the election of directors of the Company).

(w) “Insider”” means an Officer, a Director or other person whose transactions in Stock are subject to Section 16 of the Exchange Act.

(x) “Net Exercise” means a Net Exercise as defined in Section 6.3(b)(iii).



(y) “Nonemployee Director’” means a Director who is not an Employee.

(2) “Nonemployee Director Award” means any Award granted to a Nonemployee Director.

(aa) “Nonstatutory Stock Option” means an Option not intended to be (as set forth in the Award Agreement) or which does not
qualify as an incentive stock option within the meaning of Section 422(b) of the Code.

(bb) “Officer”” means any person designated by the Board as an officer of the Company.

(cc) “Option” means an Incentive Stock Option or a Nonstatutory Stock Option granted pursuant to the Plan.

(dd) “Other Stock-Based Award” means an Award denominated in shares of Stock and granted pursuant to Section 11.

(ee) “Ownership Change Event” means the occurrence of any of the following with respect to the Company: (i) the direct or indirect
sale or exchange in a single or series of related transactions by the stockholders of the Company of securities of the Company
representing more than fifty percent (50%) of the total combined voting power of the Company’s then outstanding securities entitled
to vote generally in the election of Directors; (ii) a merger or consolidation in which the Company is a party; or (iii) the sale,
exchange, or transfer of all or substantially all of the assets of the Company (other than a sale, exchange or transfer to one or more

subsidiaries of the Company).

(ff) ““Parent Corporation” means any present or future “parent corporation” of the Company, as defined in Section 424(e) of the
Code.

(gg) “Participant” means any eligible person who has been granted one or more Awards.
(hh) *“Participating Company’ means the Company or any Parent Corporation, Subsidiary Corporation or Affiliate.

(ii) “Participating Company Group™ means, at any point in time, the Company and all other entities collectively which are then
Participating Companies.

(ij) “Performance Award means an Award of Performance Shares or Performance Units.
(kk) ““Performance Award Formula™ means, for any Performance Award, a formula or table established by the Committee pursuant
to Section 10.3 which provides the basis for computing the value of a Performance Award at one or more levels of attainment of the

applicable Performance Goal(s) measured as of the end of the applicable Performance Period.

(1) “Performance-Based Compensation” means compensation under an Award that satisfies the requirements of Section 162(m) for
certain performance-based compensation paid to Covered Employees.

(mm) “Performance Goal” means a performance goal established by the Committee pursuant to Section 10.3.

(nn) “Performance Period” means a period established by the Committee pursuant to Section 10.3 at the end of which one or more
Performance Goals are to be measured.

(o0) “Performance Share” means a right granted to a Participant pursuant to Section 10 to receive a payment equal to the value of a
Performance Share, as determined by the Committee, based upon attainment of applicable Performance Goal(s).

(pp) “Performance Unit”” means a right granted to a Participant pursuant to Section 10 to receive a payment equal to the value of a
Performance Unit, as determined by the Committee, based upon attainment of applicable Performance Goal(s).

(qq) “Predecessor Plan™ means the Company’s 2012 Stock Option and Stock Incentive Plan.
(rr) “Restricted Stock Award”” means an Award of a Restricted Stock Bonus or a Restricted Stock Purchase Right.
(ss) “Restricted Stock Bonus™ means Stock granted to a Participant pursuant to Section 8.

(tt) “Restricted Stock Purchase Right” means a right to purchase Stock granted to a Participant pursuant to Section 8.



(uu) “Restricted Stock Unit™ means a right granted to a Participant pursuant to Section 9 to receive on a future date or occurrence of a
future event a share of Stock or cash in lieu thereof, as determined by the Committee.

(vv) “Rule 16b-3"" means Rule 16b-3 under the Exchange Act, as amended from time to time, or any successor rule or regulation.

(ww) “SAR” or “Stock Appreciation Right”” means a right granted to a Participant pursuant to Section 7 to receive payment, for each
share of Stock subject to such Award, of an amount equal to the excess, if any, of the Fair Market Value of a share of Stock on the
date of exercise of the Award over the exercise price thereof.

(xx) “Section 162(m)”” means Section 162(m) of the Code.
(yy) “Section 409A”" means Section 409A of the Code.

(zz) *“Section 409A Deferred Compensation” means compensation provided pursuant to an Award that constitutes nonqualified
deferred compensation within the meaning of Section 409A.

(aaa) ““Securities Act”” means the Securities Act of 1933, as amended.

(bbb) “Service” means a Participant’s employment or service with the Participating Company Group, whether as an Employee, a
Director or a Consultant. Unless otherwise provided by the Committee, a Participant’s Service shall not be deemed to have terminated
merely because of a change in the capacity in which the Participant renders Service or a change in the Participating Company for
which the Participant renders Service, provided that there is no interruption or termination of the Participant’s Service. Furthermore, a
Participant’s Service shall not be deemed to have been interrupted or terminated if the Participant takes any military leave, sick leave,
or other bona fide leave of absence approved by the Company. However, unless otherwise provided by the Committee, if any such
leave taken by a Participant exceeds ninety (90) days, then on the ninety-first (91st) day following the commencement of such leave
the Participant’s Service shall be deemed to have terminated, unless the Participant’s right to return to Service is guaranteed by statute
or contract. Notwithstanding the foregoing, unless otherwise designated by the Company or required by law, an unpaid leave of
absence shall not be treated as Service for purposes of determining vesting under the Participant’s Award Agreement. A Participant’s
Service shall be deemed to have terminated either upon an actual termination of Service or upon the business entity for which the
Participant performs Service ceasing to be a Participating Company. Subject to the foregoing, the Company, in its discretion, shall
determine whether the Participant’s Service has terminated and the effective date of and reason for such termination.

(cce) “Stock’ means the common stock of the Company, as adjusted from time to time in accordance with Section 4.4.
(ddd) “*Stock Tender Exercise” means a Stock Tender Exercise as defined in Section 6.3(b)(ii).

(eee) “Subsidiary Corporation” means any present or future “subsidiary corporation” of the Company, as defined in Section 424(f) of
the Code.

(fff) “Ten Percent Owner’” means a Participant who, at the time an Option is granted to the Participant, owns stock possessing more
than ten percent (10%) of the total combined voting power of all classes of stock of a Participating Company (other than an Affiliate)
within the meaning of Section 422(b)(6) of the Code.

(999) “Trading Compliance Policy”” means the written policy of the Company pertaining to the purchase, sale, transfer or other
disposition of the Company’s equity securities by Directors, Officers, Employees or other service providers who may possess material,
nonpublic information regarding the Company or its securities.

(hhh) “Vesting Conditions” mean those conditions established in accordance with the Plan prior to the satisfaction of which an
Award or shares subject to an Award remain subject to forfeiture or a repurchase option in favor of the Company exercisable for the
Participant’s monetary purchase price, if any, for such shares upon the Participant’s termination of Service or failure of a performance
condition to be satisfied.

2.2 Construction. Captions and titles contained herein are for convenience only and shall not affect the meaning or interpretation of
any provision of the Plan. Except when otherwise indicated by the context, the singular shall include the plural and the plural shall
include the singular. Use of the term “or” is not intended to be exclusive, unless the context clearly requires otherwise.

3.  ADMINISTRATION.




3.1 Administration by the Committee. The Plan shall be administered by the Committee. All questions of interpretation of the Plan,
of any Award Agreement or of any other form of agreement or other document employed by the Company in the administration of the
Plan or of any Award shall be determined by the Committee, and such determinations shall be final, binding and conclusive upon all
persons having an interest in the Plan or such Award, unless fraudulent or made in bad faith. Any and all actions, decisions and
determinations taken or made by the Committee in the exercise of its discretion pursuant to the Plan or Award Agreement or other
agreement thereunder (other than determining questions of interpretation pursuant to the preceding sentence) shall be final, binding
and conclusive upon all persons having an interest therein. All expenses incurred in connection with the administration of the Plan
shall be paid by the Company.

3.2 Authority of Officers. Any Officer shall have the authority to act on behalf of the Company with respect to any matter, right,
obligation, determination or election that is the responsibility of or that is allocated to the Company herein, provided that the Officer
has apparent authority with respect to such matter, right, obligation, determination or election. To the extent permitted by applicable
law, the Committee may, in its discretion, delegate to a committee comprised of one or more Officers the authority to grant one or
more Awards, without further approval of the Committee, to any Employee, other than a person who, at the time of such grant, is an
Insider or a Covered Employee, and to exercise such other powers under the Plan as the Committee may determine; provided,
however, that (a) the Committee shall fix the maximum number of shares subject to Awards that may be granted by such Officers, (b)
each such Award shall be subject to the terms and conditions of the appropriate standard form of Award Agreement approved by the
Board or the Committee and shall conform to the provisions of the Plan, and (c) each such Award shall conform to such other limits
and guidelines as may be established from time to time by the Committee.

3.3 Administration with Respect to Insiders. With respect to participation by Insiders in the Plan, at any time that any class of
equity security of the Company is registered pursuant to Section 12 of the Exchange Act, the Plan shall be administered in compliance
with the requirements, if any, of Rule 16b-3.

3.4 Committee Complying with Section 162(m). If the Company is a “publicly held corporation” within the meaning of Section
162(m), the Board may establish a Committee of “outside directors” within the meaning of Section 162(m) to approve the grant of any
Award intended to result in the payment of Performance-Based Compensation.

3.5 Powers of the Committee. In addition to any other powers set forth in the Plan and subject to the provisions of the Plan, the
Committee shall have the full and final power and authority, in its discretion:

(a) to determine the persons to whom, and the time or times at which, Awards shall be granted and the number of shares of Stock,
units or monetary value to be subject to each Award;

(b) to determine the type of Award granted;
(c) to determine whether an Award granted to a Covered Employee shall be intended to result in Performance-Based Compensation;
(d) to determine the Fair Market Value of shares of Stock or other property;

(e) to determine the terms, conditions and restrictions applicable to each Award (which need not be identical) and any shares acquired
pursuant thereto, including, without limitation, (i) the exercise or purchase price of shares pursuant to any Award, (ii) the method of
payment for shares purchased pursuant to any Award, (iii) the method for satisfaction of any tax withholding obligation arising in
connection with any Award, including by the withholding or delivery of shares of Stock, (iv) the timing, terms and conditions of the
exercisability or vesting of any Award or any shares acquired pursuant thereto, (v) the Performance Measures, Performance Period,
Performance Award Formula and Performance Goals applicable to any Award and the extent to which such Performance Goals have
been attained, (vi) the time of expiration of any Award, (vii) the effect of any Participant’s termination of Service on any of the
foregoing, and (viii) all other terms, conditions and restrictions applicable to any Award or shares acquired pursuant thereto not
inconsistent with the terms of the Plan;

(f) to determine whether an Award will be settled in shares of Stock, cash, other property or in any combination thereof;
(g) to approve one or more forms of Award Agreement;

(h) to amend, modify, extend, cancel or renew any Award or to waive any restrictions or conditions applicable to any Award or any
shares acquired pursuant thereto;



(i) to accelerate, continue, extend or defer the exercisability or vesting of any Award or any shares acquired pursuant thereto,
including with respect to the period following a Participant’s termination of Service;

(j) to prescribe, amend or rescind rules, guidelines and policies relating to the Plan, or to adopt sub-plans or supplements to, or
alternative versions of, the Plan, including, without limitation, as the Committee deems necessary or desirable to comply with the laws
of, or to accommaodate the tax policy, accounting principles or custom of, foreign jurisdictions whose residents may be granted
Awards; and

(k) to correct any defect, supply any omission or reconcile any inconsistency in the Plan or any Award Agreement and to make all
other determinations and take such other actions with respect to the Plan or any Award as the Committee may deem advisable to the
extent not inconsistent with the provisions of the Plan or applicable law.

3.6 Option or SAR Repricing. The Committee shall have the authority, without additional approval by the stockholders of the
Company, to approve a program providing for either (a) the cancellation of outstanding Options or SARS having exercise prices per
share greater than the then Fair Market Value of a share of Stock (“Underwater Awards™) and the grant in substitution therefor of
new Options or SARs covering the same or a different number of shares but with an exercise price per share equal to the Fair Market
Value per share on the new grant date, Full Value Awards, or payments in cash, or (b) the amendment of outstanding Underwater
Awards to reduce the exercise price thereof to the Fair Market Value per share on the date of amendment.

3.7 Indemnification. In addition to such other rights of indemnification as they may have as members of the Board or the Committee
or as officers or employees of the Participating Company Group, to the extent permitted by applicable law, members of the Board or
the Committee and any officers or employees of the Participating Company Group to whom authority to act for the Board, the
Committee or the Company is delegated shall be indemnified by the Company against all reasonable expenses, including attorneys’
fees, actually and necessarily incurred in connection with the defense of any action, suit or proceeding, or in connection with any
appeal therein, to which they or any of them may be a party by reason of any action taken or failure to act under or in connection with
the Plan, or any right granted hereunder, and against all amounts paid by them in settlement thereof (provided such settlement is
approved by independent legal counsel selected by the Company) or paid by them in satisfaction of a judgment in any such action, suit
or proceeding, except in relation to matters as to which it shall be adjudged in such action, suit or proceeding that such person is liable
for gross negligence, bad faith or intentional misconduct in duties; provided, however, that within sixty (60) days after the institution
of such action, suit or proceeding, such person shall offer to the Company, in writing, the opportunity at its own expense to handle and
defend the same.

4. SHARES SUBJECT TO PLAN.

4.1 Maximum Number of Shares Issuable. Subject to adjustment as provided in Sections 4.2, 4.3 and 4.4, the maximum aggregate
number of shares of Stock that may be issued under the Plan shall be equal to 2,375,000 shares, and such shares shall consist of
authorized but unissued or reacquired shares of Stock or any combination thereof.

4.2 Annual Increase in Maximum Number of Shares Issuable. Subject to adjustment as provided in Section 4.4, the maximum
aggregate number of shares of Stock that may be issued under the Plan as set forth in Section 4.1 shall be cumulatively increased on
January 1, 2018 and on each subsequent January 1 through and including January 1, 2027, by a number of shares (the “Annual
Increase”) equal to the smaller of (a) three percent (3%) of the number of shares of Stock issued and outstanding on the immediately
preceding December 31, or (b) an amount determined by the Board.

4.3 Share Counting. If an outstanding Award for any reason expires or is terminated or canceled without having been exercised or
settled in full, or if shares of Stock acquired pursuant to an Award subject to forfeiture or repurchase are forfeited or repurchased by
the Company for an amount not greater than the Participant’s purchase price, the shares of Stock

allocable to the terminated portion of such Award or such forfeited or repurchased shares of Stock shall again be available for issuance
under the Plan. Shares of Stock shall not be deemed to have been issued pursuant to the Plan with respect to any portion of an Award
that is settled in cash or to the extent that shares are withheld or reacquired by the Company in satisfaction of tax withholding
obligations pursuant to Section 16.2. Upon payment in shares of Stock pursuant to the exercise of an SAR, the number of shares
available for issuance under the Plan shall be reduced only by the number of shares actually issued in such payment. If the exercise
price of an Option is paid by tender to the Company, or attestation to the ownership, of shares of Stock owned by the Participant, or by
means of a Net Exercise, the number of shares available for issuance under the Plan shall be reduced by the net number of shares for
which the Option is exercised.



4.4 Adjustments for Changes in Capital Structure. Subject to any required action by the stockholders of the Company and the
requirements of Sections 409A and 424 of the Code to the extent applicable, in the event of any change in the Stock effected without
receipt of consideration by the Company, whether through merger, consolidation, reorganization, reincorporation, recapitalization,
reclassification, stock dividend, stock split, reverse stock split, split-up, split-off, spin-off, combination of shares, exchange of shares,
or similar change in the capital structure of the Company, or in the event of payment of a dividend or distribution to the stockholders
of the Company in a form other than Stock (excepting regular, periodic cash dividends) that has a material effect on the Fair Market
Value of shares of Stock, appropriate and proportionate adjustments shall be made in the number and kind of shares subject to the Plan
and to any outstanding Awards, the Annual Increase, the Award limits set forth in Section 5.3, and in the exercise or purchase price
per share under any outstanding Award in order to prevent dilution or enlargement of Participants’ rights under the Plan. For purposes
of the foregoing, conversion of any convertible securities of the Company shall not be treated as “effected without receipt of
consideration by the Company.” If a majority of the shares which are of the same class as the shares that are subject to outstanding
Awards are exchanged for, converted into, or otherwise become (whether or not pursuant to an Ownership Change Event) shares of
another corporation (the “New Shares”), the Committee may unilaterally amend the outstanding Awards to provide that such Awards
are for New Shares. In the event of any such amendment, the number of shares subject to, and the exercise or purchase price per share
of, the outstanding Awards shall be adjusted in a fair and equitable manner as determined by the Committee, in its discretion. Any
fractional share resulting from an adjustment pursuant to this Section shall be rounded down to the nearest whole number and the
exercise or purchase price per share shall be rounded up to the nearest whole cent. In no event may the exercise or purchase price, if
any, under any Award be decreased to an amount less than the par value, if any, of the stock subject to such Award. The Committee in
its discretion, may also make such adjustments in the terms of any Award to reflect, or related to, such changes in the capital structure
of the Company or distributions as it deems appropriate, including modification of Performance Goals, Performance Award Formulas
and Performance Periods. The adjustments determined by the Committee pursuant to this Section shall be final, binding and
conclusive.

4.5 Assumption or Substitution of Awards. The Committee may, without affecting the number of shares of Stock reserved or
available hereunder, authorize the issuance or assumption of benefits under this Plan in connection with any merger, consolidation,
acquisition of property or stock, or reorganization upon such terms and conditions as it may deem appropriate, subject to compliance
with Section 409A and any other applicable provisions of the Code.

5. ELIGIBILITY, PARTICIPATION AND AWARD LIMITATIONS.

5.1 Persons Eligible for Awards. Awards may be granted only to Employees, Consultants and Directors.

5.2 Participation in the Plan. Awards are granted solely at the discretion of the Committee. Eligible persons may be granted more
than one Award. However, eligibility in accordance with this Section shall not entitle any person to be granted an Award, or, having
been granted an Award, to be granted an additional Award.

5.3 Incentive Stock Option Limitations.

(a) Maximum Number of Shares Issuable Pursuant to Incentive Stock Options. The maximum aggregate number of shares of Stock
that may be issued under the Plan pursuant to all Awards including Incentive Stock Options shall be the number of shares determined
in accordance with Section 4.1, subject to adjustment as provided in Sections 4.2, 4.3 and 4.4.

(b) Persons Eligible. An Incentive Stock Option may be granted only to a person who, on the effective date of grant, is an Employee
of the Company, a Parent Corporation or a Subsidiary Corporation (each being an “ISO-Qualifying Corporation”). Any person who
is not an Employee of an 1ISO-Qualifying Corporation on the effective date of the grant of an Option to such person may be granted
only a Nonstatutory Stock Option.

(c) Fair Market Value Limitation. To the extent that options designated as Incentive Stock Options (granted under all stock plans of
the Participating Company Group, including the Plan) become exercisable by a Participant for the first time during any calendar year
for stock having a Fair Market Value greater than $100,000, the portion of such options which exceeds such amount shall be treated as
Nonstatutory Stock Options. For purposes of this Section, options designated as Incentive Stock Options shall be taken into account in
the order in which they were granted, and the Fair Market Value of stock shall be determined as of the time the option with respect to
such stock is granted. If the Code is amended to provide for a limitation different from that set forth in this Section, such different
limitation shall be deemed incorporated herein effective as of the date and with respect to such Options as required or permitted by
such amendment to the Code. If an Option is treated as an Incentive Stock Option in part and as a Nonstatutory Stock Option in part
by reason of the limitation set forth in this Section, the Participant may designate which portion of such Option the Participant is
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exercising. In the absence of such designation, the Participant shall be deemed to have exercised the Incentive Stock Option portion of
the Option first. Upon exercise of the Option, shares issued pursuant to each such portion shall be separately identified.

5.4 Nonemployee Director Award Limit. Notwithstanding any other provision of the Plan to the contrary, the aggregate grant date
fair value (computed as of the date of grant in accordance with generally accepted accounting principles in the United States) of all
Awards granted to any Nonemployee Director during any fiscal year of the Company, taken together with any cash compensation paid
to such Nonemployee Director during such fiscal year, shall not exceed $300,000.

6. STOCK OPTIONS.

Options shall be evidenced by Award Agreements specifying the number of shares of Stock covered thereby, in such form as the
Committee shall establish. Such Award Agreements may incorporate all or any of the terms of the Plan by reference and shall comply
with and be subject to the following terms and conditions:

6.1 Exercise Price. The exercise price for each Option shall be established in the discretion of the Committee; provided, however, that
(a) the exercise price per share shall be not less than the Fair Market Value of a share of Stock on the effective date of grant of the
Option and (b) no Incentive Stock Option granted to a Ten Percent Owner shall have an exercise price per share less than one hundred
ten percent (110%) of the Fair Market VValue of a share of Stock on the effective date of grant of the Option. Notwithstanding the
foregoing, an Option (whether an Incentive Stock Option or a Nonstatutory Stock Option) may be granted with an exercise price less
than the minimum exercise price set forth above if such Option is granted pursuant to an assumption or substitution for another option
in a manner that would qualify under the provisions of Section 409A or Section 424(a) of the Code.

6.2 Exercisability and Term of Options. Options shall be exercisable at such time or times, or upon such event or events, and subject
to such terms, conditions, performance criteria and restrictions as shall be determined by the Committee and set forth in the Award
Agreement evidencing such Option; provided, however, that (a) no Option shall be exercisable after the expiration of ten (10) years
after the effective date of grant of such Option, (b) no Incentive Stock Option granted to a Ten Percent Owner shall be exercisable
after the expiration of five (5) years after the effective date of grant of such Option and (c) no Option granted to an Employee who is a
non-exempt employee for purposes of the Fair Labor Standards Act of 1938, as amended, shall be first exercisable until at least six (6)
months following the date of grant of such Option (except in the event of such Employee’s death, disability or retirement, upon a
Change in Control, or as otherwise permitted by the Worker Economic Opportunity Act). Subject to the foregoing, unless otherwise
specified by the Committee in the grant of an Option, each Option shall terminate ten (10) years after the effective date of grant of the
Option, unless earlier terminated in accordance with its provisions.

6.3 Payment of Exercise Price.

(a) Forms of Consideration Authorized. Except as otherwise provided below, payment of the exercise price for the number of shares
of Stock being purchased pursuant to any Option shall be made (i) in cash, by check or in cash equivalent; (ii) if permitted by the
Committee and subject to the limitations contained in Section 6.3(b), by means of (1) a Cashless Exercise, (2) a Stock Tender Exercise
or (3) a Net Exercise; (iii) by such other consideration as may be approved by the Committee from time to time to the extent permitted
by applicable law, or (iv) by any combination thereof. The Committee may at any time or from time to time grant Options which do
not permit all of the foregoing forms of consideration to be used in payment of the exercise price or which otherwise restrict one or
more forms of consideration.

(b) Limitations on Forms of Consideration.

(i) Cashless Exercise. A “Cashless Exercise” means the delivery of a properly executed notice of exercise together with irrevocable
instructions to a broker providing for the assignment to the Company of the proceeds of a sale or loan with respect to some or all of
the shares being acquired upon the exercise of the Option (including, without limitation, through an exercise complying with the
provisions of Regulation T as promulgated from time to time by the Board of Governors of the Federal Reserve System). The
Company reserves, at any and all times, the right, in the Company’s sole and absolute discretion, to establish, decline to approve or
terminate any program or procedures for the exercise of Options by means of a Cashless Exercise, including with respect to one or
more Participants specified by the Company notwithstanding that such program or procedures may be available to other Participants.

(ii) Stock Tender Exercise. A “Stock Tender Exercise” means the delivery of a properly executed exercise notice accompanied by a
Participant’s tender to the Company, or attestation to the ownership, in a form acceptable to the Company of whole shares of Stock
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owned by the Participant having a Fair Market Value that does not exceed the aggregate exercise price for the shares with respect to
which the Option is exercised. A Stock Tender Exercise shall not be permitted if it would constitute a violation of the provisions of
any law, regulation or agreement restricting the redemption of the Company’s stock. If required by the Company, an Option may not
be exercised by tender to the Company, or attestation to the ownership, of shares of Stock unless such shares either have been owned
by the Participant for a period of time required by the Company (and not used for another option exercise by attestation during such
period) or were not acquired, directly or indirectly, from the Company.

(iii) Net Exercise. A “Net Exercise” means the delivery of a properly executed exercise notice followed by a procedure pursuant to
which (1) the Company will reduce the number of shares otherwise issuable to a Participant upon the exercise of an Option by the
largest whole number of shares having a Fair Market Value that does not exceed the aggregate exercise price for the shares with
respect to which the Option is exercised, and (2) the Participant shall pay to the Company in cash the remaining balance of such
aggregate exercise price not satisfied by such reduction in the number of whole shares to be issued.

6.4 Effect of Termination of Service.

(a) Option Exercisability. Subject to earlier termination of the Option as otherwise provided by this Plan and unless otherwise
provided by the Committee, an Option shall terminate immediately upon the Participant’s termination of Service to the extent that it is
then unvested and shall be exercisable after the Participant’s termination of Service to the extent it is then vested only during the
applicable time period determined in accordance with this Section and thereafter shall terminate.

(i) Disability. If the Participant’s Service terminates because of the Disability of the Participant, the Option, to the extent unexercised
and exercisable for vested shares on the date on which the Participant’s Service terminated, may be exercised by the Participant (or the
Participant’s guardian or legal representative) at any time prior to the expiration of twelve (12) months (or such longer or shorter
period provided by the Award Agreement) after the date on which the Participant’s Service terminated, but in any event no later than
the date of expiration of the Option’s term as set forth in the Award Agreement evidencing such Option (the ““Option Expiration
Date™).

(ii) Death. If the Participant’s Service terminates because of the death of the Participant, the Option, to the extent unexercised and
exercisable for vested shares on the date on which the Participant’s Service terminated, may be exercised by the Participant’s legal
representative or other person who acquired the right to exercise the Option by reason of the Participant’s death at any time prior to
the expiration of twelve (12) months (or such longer or shorter period provided by the Award Agreement) after the date on which the
Participant’s Service terminated, but in any event no later than the Option Expiration Date. The Participant’s Service shall be deemed
to have terminated on account of death if the Participant dies within three (3) months (or such longer or shorter period provided by the
Award Agreement) after the Participant’s termination of Service.

(iii) Termination for Cause. Notwithstanding any other provision of the Plan to the contrary, if the Participant’s Service is terminated
for Cause or if, following the Participant’s termination of Service and during any period in which the Option otherwise would remain
exercisable, the Participant engages in any act that would constitute Cause, the Option shall terminate in its entirety and cease to be
exercisable immediately upon such termination of Service or act.

(iv) Other Termination of Service. If the Participant’s Service terminates for any reason, except Disability, death or Cause, the
Option, to the extent unexercised and exercisable for vested shares on the date on which the Participant’s Service terminated, may be
exercised by the Participant at any time prior to the expiration of three (3) months (or such longer or shorter period provided by the
Award Agreement) after the date on which the Participant’s Service terminated, but in any event no later than the Option Expiration
Date.

(b) Extension if Exercise Prevented by Law. Notwithstanding the foregoing, other than termination of Service for Cause, if the
exercise of an Option within the applicable time periods set forth in Section 6.4(a) is prevented by the provisions of Section 14 below,
the Option shall remain exercisable until the later of (i) thirty (30) days after the date such exercise first would no longer be prevented
by such provisions or (ii) the end of the applicable time period under Section 6.4(a), but in any event no later than the Option
Expiration Date.

6.5 Transferability of Options. During the lifetime of the Participant, an Option shall be exercisable only by the Participant or the
Participant’s guardian or legal representative. An Option shall not be subject in any manner to anticipation, alienation, sale, exchange,
transfer, assignment, pledge, encumbrance, or garnishment by creditors of the Participant or the Participant’s beneficiary, except
transfer by will or by the laws of descent and distribution. Notwithstanding the foregoing, to the extent permitted by the Committee, in
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its discretion, and set forth in the Award Agreement evidencing such Option, an Option shall be assignable or transferable subject to
the applicable limitations, if any, described in the General Instructions to Form S-8 under the Securities Act or, in the case of an
Incentive Stock Option, only as permitted by applicable regulations under Section 421 of the Code in a manner that does not
disqualify such Option as an Incentive Stock Option.

7. STOCK APPRECIATION RIGHTS.

Stock Appreciation Rights shall be evidenced by Award Agreements specifying the number of shares of Stock subject to the Award,
in such form as the Committee shall establish. Such Award Agreements may incorporate all or any of the terms of the Plan by
reference and shall comply with and be subject to the following terms and conditions:

7.1 Types of SARs Authorized. SARs may be granted in tandem with all or any portion of a related Option (a “Tandem SAR”) or
may be granted independently of any Option (a “Freestanding SAR”’). A Tandem SAR may only be granted concurrently with the
grant of the related Option.

7.2 Exercise Price. The exercise price for each SAR shall be established in the discretion of the Committee; provided, however, that
(a) the exercise price per share subject to a Tandem SAR shall be the exercise price per share under the related Option and (b) the
exercise price per share subject to a Freestanding SAR shall be not less than the Fair Market Value of a share of Stock on the effective
date of grant of the SAR. Notwithstanding the foregoing, an SAR may be granted with an exercise price lower than the minimum
exercise price set forth above if such SAR is granted pursuant to an assumption or substitution for another stock appreciation right in a
manner that would qualify under the provisions of Section 409A of the Code.

7.3 Exercisability and Term of SARs.

(a) Tandem SARs. Tandem SARs shall be exercisable only at the time and to the extent, and only to the extent, that the related Option
is exercisable, subject to such provisions as the Committee may specify where the Tandem SAR is granted with respect to less than
the full number of shares of Stock subject to the related Option. The Committee may, in its discretion, provide in any Award
Agreement evidencing a Tandem SAR that such SAR may not be exercised without the advance approval of the Company and, if such
approval is not given, then the Option shall nevertheless remain exercisable in accordance with its terms. A Tandem SAR shall
terminate and cease to be exercisable no later than the date on which the related Option expires or is terminated or canceled. Upon the
exercise of a Tandem SAR with respect to some or all of the shares subject to such SAR, the related Option shall be canceled
automatically as to the number of shares with respect to which the Tandem SAR was exercised. Upon the exercise of an Option
related to a Tandem SAR as to some or all of the shares subject to such Option, the related Tandem SAR shall be canceled
automatically as to the number of shares with respect to which the related Option was exercised.

(b) Freestanding SARs. Freestanding SARs shall be exercisable at such time or times, or upon such event or events, and subject to
such terms, conditions, performance criteria and restrictions as shall be determined by the Committee and set forth in the Award
Agreement evidencing such SAR; provided, however, that (i) no Freestanding SAR shall be exercisable after the expiration of ten (10)
years after the effective date of grant of such SAR and (ii) no Freestanding SAR granted to an Employee who is a non-exempt
employee for purposes of the Fair Labor Standards Act of 1938, as amended, shall be first exercisable until at least six (6) months
following the date of grant of such SAR (except in the event of such Employee’s death, disability or retirement, upon a Change in
Control, or as otherwise permitted by the Worker Economic Opportunity Act). Subject to the foregoing, unless otherwise specified by
the Committee in the grant of a Freestanding SAR, each Freestanding SAR shall terminate ten (10) years after the effective date of
grant of the SAR, unless earlier terminated in accordance with its provisions.

7.4 Exercise of SARs. Upon the exercise (or deemed exercise pursuant to Section 7.5) of an SAR, the Participant (or the Participant’s
legal representative or other person who acquired the right to exercise the SAR by reason of the Participant’s death) shall be entitled to
receive payment of an amount for each share with respect to which the SAR is exercised equal to the excess, if any, of the Fair Market
Value of a share of Stock on the date of exercise of the SAR over the exercise price. Payment of such amount shall be made (a) in the
case of a Tandem SAR, solely in shares of Stock in a lump sum upon the date of exercise of the SAR and (b) in the case of a
Freestanding SAR, in cash, shares of Stock, or any combination thereof as determined by the Committee, in a lump sum upon the date
of exercise of the SAR. When payment is to be made in shares of Stock, the number of shares to be issued shall be determined on the
basis of the Fair Market Value of a share of Stock on the date of exercise of the SAR. For purposes of Section 7, an SAR shall be
deemed exercised on the date on which the Company receives notice of exercise from the Participant or as otherwise provided in
Section 7.5.
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7.5 Deemed Exercise of SARs. If, on the date on which an SAR would otherwise terminate or expire, the SAR by its terms remains
exercisable immediately prior to such termination or expiration and, if so exercised, would result in a payment to the holder of such
SAR, then any portion of such SAR which has not previously been exercised shall automatically be deemed to be exercised as of such
date with respect to such portion.

7.6 Effect of Termination of Service. Subject to earlier termination of the SAR as otherwise provided herein and unless otherwise
provided by the Committee, an SAR shall be exercisable after a Participant’s termination of Service only to the extent and during the
applicable time period determined in accordance with Section 6.4 (treating the SAR as if it were an Option) and thereafter shall
terminate.

7.7 Transferability of SARs. During the lifetime of the Participant, an SAR shall be exercisable only by the Participant or the
Participant’s guardian or legal representative. An SAR shall not be subject in any manner to anticipation, alienation, sale, exchange,
transfer, assignment, pledge, encumbrance, or garnishment by creditors of the Participant or the Participant’s beneficiary, except
transfer by will or by the laws of descent and distribution. Notwithstanding the foregoing, to the extent permitted by the Committee, in
its discretion, and set forth in the Award Agreement evidencing such Award, a Tandem SAR related to a Nonstatutory Stock Option or
a Freestanding SAR shall be assignable or transferable subject to the applicable limitations, if any, described in the General
Instructions to Form S-8 under the Securities Act.

8. RESTRICTED STOCK AWARDS.

Restricted Stock Awards shall be evidenced by Award Agreements specifying whether the Award is a Restricted Stock Bonus or a
Restricted Stock Purchase Right and the number of shares of Stock subject to the Award, in such form as the Committee shall
establish. Such Award Agreements may incorporate all or any of the terms of the Plan by reference and shall comply with and be
subject to the following terms and conditions:

8.1 Types of Restricted Stock Awards Authorized. Restricted Stock Awards may be granted in the form of either a Restricted Stock
Bonus or a Restricted Stock Purchase Right. Restricted Stock Awards may be granted upon such conditions as the Committee shall
determine, including, without limitation, upon the attainment of one or more Performance Goals described in Section 10.4. If either
the grant of or satisfaction of Vesting Conditions applicable to a Restricted Stock Award is to be contingent upon the attainment of
one or more Performance Goals, the Committee shall follow procedures substantially equivalent to those set forth in Sections 10.3
through 10.5(a).

8.2 Purchase Price. The purchase price for shares of Stock issuable under each Restricted Stock Purchase Right shall be established
by the Committee in its discretion. No monetary payment (other than applicable tax withholding) shall be required as a condition of
receiving shares of Stock pursuant to a Restricted Stock Bonus, the consideration for which shall be services actually rendered to a
Participating Company or for its benefit. Notwithstanding the foregoing, if required by applicable state corporate law, the Participant
shall furnish consideration in the form of cash or past services rendered to a Participating Company or for its benefit having a value
not less than the par value of the shares of Stock subject to a Restricted Stock Award.

8.3 Purchase Period. A Restricted Stock Purchase Right shall be exercisable within a period established by the Committee, which
shall in no event exceed thirty (30) days from the effective date of the grant of the Restricted Stock Purchase Right.

8.4 Payment of Purchase Price. Except as otherwise provided below, payment of the purchase price for the number of shares of
Stock being purchased pursuant to any Restricted Stock Purchase Right shall be made (a) in cash, by check or in cash equivalent, (b)
by such other consideration as may be approved by the Committee from time to time to the extent permitted by applicable law, or (c)
by any combination thereof.

8.5 Vesting and Restrictions on Transfer. Shares issued pursuant to any Restricted Stock Award may (but need not) be made subject
to Vesting Conditions based upon the satisfaction of such Service requirements, conditions, restrictions or performance criteria,
including, without limitation, Performance Goals as described in Section 10.4, as shall be established by the Committee and set forth
in the Award Agreement evidencing such Award. During any period in which shares acquired pursuant to a Restricted Stock Award
remain subject to Vesting Conditions, such shares may not be sold, exchanged, transferred, pledged, assigned or otherwise disposed of
other than pursuant to an Ownership Change Event or as provided in Section 8.8. The Committee, in its discretion, may provide in any
Award Agreement evidencing a Restricted Stock Award that, if the satisfaction of Vesting Conditions with respect to any shares
subject to such Restricted Stock Award would otherwise occur on a day on which the sale of such shares would violate the provisions
of the Trading Compliance Policy, then satisfaction of the Vesting Conditions automatically shall be determined on the next trading
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day on which the sale of such shares would not violate the Trading Compliance Policy. Upon request by the Company, each
Participant shall execute any agreement evidencing such transfer restrictions prior to the receipt of shares of Stock hereunder and shall
promptly present to the Company any and all certificates representing shares of Stock acquired hereunder for the placement on such
certificates of appropriate legends evidencing any such transfer restrictions.

8.6 Voting Rights; Dividends and Distributions. Except as provided in this Section, Section 8.5 and any Award Agreement, during
any period in which shares acquired pursuant to a Restricted Stock Award remain subject to Vesting Conditions, the Participant shall
have all of the rights of a stockholder of the Company holding shares of Stock, including the right to vote such shares and to receive
all dividends and other distributions paid with respect to such shares; provided, however, that such dividends and distributions shall be
subject to the same Vesting Conditions as the shares subject to the Restricted Stock Award with respect to which such dividends or
distributions were paid. In the event of a dividend or distribution paid in shares of Stock or other property or any other adjustment
made upon a change in the capital structure of the Company as described in Section 4.4, any and all new, substituted or additional
securities or other property (other than regular, periodic cash dividends) to which the Participant is entitled by reason of the
Participant’s Restricted Stock Award shall be immediately subject to the same Vesting Conditions as the shares subject to the
Restricted Stock Award with respect to which such dividends or distributions were paid or adjustments were made.

8.7 Effect of Termination of Service. Unless otherwise provided by the Committee in the Award Agreement evidencing a Restricted
Stock Award, if a Participant’s Service terminates for any reason, whether voluntary or involuntary (including the Participant’s death
or disability), then (a) the Company shall have the option to repurchase for the purchase price paid by the Participant any shares
acquired by the Participant pursuant to a Restricted Stock Purchase Right which remain subject to Vesting Conditions as of the date of
the Participant’s termination of Service and (b) the Participant shall forfeit to the Company any shares acquired by the Participant
pursuant to a Restricted Stock Bonus which remain subject to Vesting Conditions as of the date of the Participant’s termination of
Service. The Company shall have the right to assign at any time any repurchase right it may have, whether or not such right is then
exercisable, to one or more persons as may be selected by the Company.

8.8 Nontransferability of Restricted Stock Award Rights. Rights to acquire shares of Stock pursuant to a Restricted Stock Award
shall not be subject in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, encumbrance or
garnishment by creditors of the Participant or the Participant’s beneficiary, except transfer by will or the laws of descent and
distribution. All rights with respect to a Restricted Stock Award granted to a Participant hereunder shall be exercisable during his or
her lifetime only by such Participant or the Participant’s guardian or legal representative.

9. RESTRICTED STOCK UNITS.

Restricted Stock Unit Awards shall be evidenced by Award Agreements specifying the number of Restricted Stock Units subject to
the Award, in such form as the Committee shall establish. Such Award Agreements may incorporate all or any of the terms of the Plan
by reference and shall comply with and be subject to the following terms and conditions:

9.1 Grant of Restricted Stock Unit Awards. Restricted Stock Unit Awards may be granted upon such conditions as the Committee
shall determine, including, without limitation, upon the attainment of one or more Performance Goals described in Section 10.4. If
either the grant of a Restricted Stock Unit Award or the Vesting Conditions with respect to such Award is to be contingent upon the
attainment of one or more Performance Goals, the Committee shall follow procedures substantially equivalent to those set forth in
Sections 10.3 through 10.5(a).

9.2 Purchase Price. No monetary payment (other than applicable tax withholding, if any) shall be required as a condition of receiving
a Restricted Stock Unit Award, the consideration for which shall be services actually rendered to a Participating Company or for its
benefit. Notwithstanding the foregoing, if required by applicable state corporate law, the Participant shall furnish consideration in the
form of cash or past services rendered to a Participating Company or for its benefit having a value not less than the par value of the
shares of Stock issued upon settlement of the Restricted Stock Unit Award.

9.3 Vesting. Restricted Stock Unit Awards may (but need not) be made subject to Vesting Conditions based upon the satisfaction of
such Service requirements, conditions, restrictions or performance criteria, including, without limitation, Performance Goals as
described in Section 10.4, as shall be established by the Committee and set forth in the Award Agreement evidencing such Award.

9.4 Voting Rights, Dividend Equivalent Rights and Distributions. Participants shall have no voting rights with respect to shares of
Stock represented by Restricted Stock Units until the date of the issuance of such shares (as evidenced by the appropriate entry on the
books of the Company or of a duly authorized transfer agent of the Company). However, the Committee, in its discretion, may provide
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in the Award Agreement evidencing any Restricted Stock Unit Award that the Participant shall be entitled to Dividend Equivalent
Rights with respect to the payment of cash dividends on Stock during the period beginning on the date such Award is granted and
ending, with respect to each share subject to the Award, on the earlier of the date the Award is settled or the date on which it is
terminated. Dividend Equivalent Rights, if any, shall be paid by crediting the Participant with a cash amount or with additional whole
Restricted Stock Units as of the date of payment of such cash dividends on Stock, as determined by the Committee. The number of
additional Restricted Stock Units (rounded to the nearest whole number), if any, to be credited shall be determined by dividing (a) the
amount of cash dividends paid on the dividend payment date with respect to the number of shares of Stock represented by the
Restricted Stock Units previously credited to the Participant by (b) the Fair Market Value per share of Stock on such date. Such cash
amount or additional Restricted Stock Units shall be subject to the same terms and conditions and shall be settled in the same manner
and at the same time as the Restricted Stock Units originally subject to the Restricted Stock Unit Award. In the event of a dividend or
distribution paid in shares of Stock or other property or any other adjustment made upon a change in the capital structure of the
Company as described in Section 4.4, appropriate adjustments shall be made in the Participant’s Restricted Stock Unit Award so that it
represents the right to receive upon settlement any and all new, substituted or additional securities or other property (other than
regular, periodic cash dividends) to which the Participant would be entitled by reason of the shares of Stock issuable upon settlement
of the Award, and all such new, substituted or additional securities or other property shall be immediately subject to the same Vesting
Conditions as are applicable to the Award.

9.5 Effect of Termination of Service. Unless otherwise provided by the Committee and set forth in the Award Agreement evidencing
a Restricted Stock Unit Award, if a Participant’s Service terminates for any reason, whether voluntary or involuntary (including the
Participant’s death or disability), then the Participant shall forfeit to the Company any Restricted Stock Units pursuant to the Award
which remain subject to Vesting Conditions as of the date of the Participant’s termination of Service.

9.6 Settlement of Restricted Stock Unit Awards. The Company shall issue to a Participant on the date on which Restricted Stock
Units subject to the Participant’s Restricted Stock Unit Award vest or on such other date determined by the Committee in compliance
with Section 409A, if applicable, and set forth in the Award Agreement one (1) share of Stock (and/or any other new, substituted or
additional securities or other property pursuant to an adjustment described in Section 9.4) for each Restricted Stock Unit then
becoming vested or otherwise to be settled on such date, subject to the withholding of applicable taxes, if any. The Committee, in its
discretion, may provide in any Award Agreement evidencing a Restricted Stock Unit Award that if the settlement date with respect to
any shares issuable upon vesting of Restricted Stock Units would otherwise occur on a day on which the sale of such shares would
violate the provisions of the Trading Compliance Policy, then the settlement date shall be deferred until the next trading day on which
the sale of such shares would not violate the Trading Compliance Policy but in any event no later than the 15" day of the third
calendar month following the year in which such Restricted Stock Units vest. If permitted by the Committee, the Participant may
elect, consistent with the requirements of Section 409A, to defer receipt of all or any portion of the shares of Stock or other property
otherwise issuable to the Participant pursuant to this Section, and such deferred issuance date(s) and amount(s) elected by the
Participant shall be set forth in the Award Agreement. Notwithstanding the foregoing, the Committee, in its discretion, may provide
for settlement of any Restricted Stock Unit Award by payment to the Participant in cash of an amount equal to the Fair Market VValue
on the payment date of the shares of Stock or other property otherwise issuable to the Participant pursuant to this Section.

9.7 Nontransferability of Restricted Stock Unit Awards. The right to receive shares pursuant to a Restricted Stock Unit Award
shall not be subject in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, encumbrance, or
garnishment by creditors of the Participant or the Participant’s beneficiary, except transfer by will or by the laws of descent and
distribution. All rights with respect to a Restricted Stock Unit Award granted to a Participant hereunder shall be exercisable during his
or her lifetime only by such Participant or the Participant’s guardian or legal representative.

10. PERFORMANCE AWARDS.

Performance Awards shall be evidenced by Award Agreements in such form as the Committee shall establish. Such Award
Agreements may incorporate all or any of the terms of the Plan by reference and shall comply with and be subject to the following
terms and conditions:

10.1 Types of Performance Awards Authorized. Performance Awards may be granted in the form of either Performance Shares or
Performance Units. Each Award Agreement evidencing a Performance Award shall specify the number of Performance Shares or
Performance Units subject thereto, the Performance Award Formula, the Performance Goal(s) and Performance Period applicable to
the Award, and the other terms, conditions and restrictions of the Award.
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10.2 Initial Value of Performance Shares and Performance Units. Unless otherwise provided by the Committee in granting a
Performance Award, each Performance Share shall have an initial monetary value equal to the Fair Market VValue of one (1) share of
Stock, subject to adjustment as provided in Section 4.4, on the effective date of grant of the Performance Share, and each Performance
Unit shall have an initial monetary value established by the Committee at the time of grant. The final value payable to the Participant
in settlement of a Performance Award determined on the basis of the applicable Performance Award Formula will depend on the
extent to which Performance Goals established by the Committee are attained within the applicable Performance Period established by
the Committee.

10.3 Establishment of Performance Period, Performance Goals and Performance Award Formula. In granting each
Performance Award, the Committee shall establish in writing the applicable Performance Period, Performance Award Formula and
one or more Performance Goals which, when measured at the end of the Performance Period, shall determine on the basis of the
Performance Award Formula the final value of the Performance Award to be paid to the Participant. Unless otherwise permitted in
compliance with the requirements under Section 162(m) with respect to each Performance Award intended to result in the payment of
Performance-Based Compensation, the Committee shall establish the Performance Goal(s) and Performance Award Formula
applicable to each Performance Award no later than the earlier of (a) the date ninety (90) days after the commencement of the
applicable Performance Period or (b) the date on which 25% of the Performance Period has elapsed, and, in any event, at a time when
the outcome of the Performance Goals remains substantially uncertain. Once established, the Performance Goals and Performance
Award Formula applicable to a Performance Award intended to result in the payment of Performance-Based Compensation to a
Covered Employee shall not be changed during the Performance Period. The Company shall notify each Participant granted a
Performance Award of the terms of such Award, including the Performance Period, Performance Goal(s) and Performance Award
Formula.

10.4 Measurement of Performance Goals. Performance Goals shall be established by the Committee on the basis of targets to be
attained (““Performance Targets’) with respect to one or more measures of business or financial performance (each, a “Performance
Measure™), subject to the following:

(a) Performance Measures. Performance Measures shall be calculated in accordance with the Company’s financial statements, or, if
such measures are not reported in the Company’s financial statements, they shall be calculated in accordance with generally accepted
accounting principles, a method used generally in the Company’s industry, or in accordance with a methodology established by the
Committee prior to the grant of the Performance Award. As specified by the Committee, Performance Measures may be calculated
with respect to the Company and each Subsidiary Corporation consolidated therewith for financial reporting purposes, one or more
Subsidiary Corporations or such division or other business unit of any of them selected by the Committee. Unless otherwise
determined by the Committee prior to the grant of the Performance Award, the Performance Measures applicable to the Performance
Award shall be calculated prior to the accrual of expense for any Performance Award for the same Performance Period and excluding
the effect (whether positive or negative) on the Performance Measures of any change in accounting standards or any unusual or
infrequently occurring event or transaction, as determined by the Committee, occurring after the establishment of the Performance
Goals applicable to the Performance Award. Each such adjustment, if any, shall be made solely for the purpose of providing a
consistent basis from period to period for the calculation of Performance Measures in order to prevent the dilution or enlargement of
the Participant’s rights with respect to a Performance Award. Performance Measures may be based upon one or more of the following,
as determined by the Committee:

(i) revenue;

(i) sales;

(iii) expenses;

(iv) operating income;

(v) gross margin;

(vi) operating margin;

(vii) earnings before any one or more of: stock-based compensation expense, interest, taxes, depreciation and amortization;

(viii) pre-tax profit;
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(ix) net operating income;
(X) net income;

(xi) economic value added;

(xii) free cash flow;

(xiii) operating cash flow;

(xiv) balance of cash, cash equivalents and marketable securities;

(xv) stock price;

(xvi) earnings per share;

(xvii) return on stockholder equity;

(xviii) return on capital;

(xix) return on assets;

(xx) return on investment;

(xxi) total stockholder return;

(xxii) employee satisfaction;

(xxiii) employee retention;

(xxiv) market share;

(xxv) customer satisfaction;

(xxvi) product development;

(xxvii) research and development expenses;

(xxviii) completion of an identified special project; and

(xxix) completion of a joint venture or other corporate transaction.

(b) Performance Targets. Performance Targets may include a minimum, maximum, target level and intermediate levels of
performance, with the final value of a Performance Award determined under the applicable Performance Award Formula by the
Performance Target level attained during the applicable Performance Period. A Performance Target may be stated as an absolute

value, an increase or decrease in a value, or as a value determined relative to an index, budget or other standard selected by the
Committee.

10.5 Settlement of Performance Awards.

(a) Determination of Final Value. As soon as practicable following the completion of the Performance Period applicable to a
Performance Award, the Committee shall certify in writing the extent to which the applicable Performance Goals have been attained
and the resulting final value of the Award earned by the Participant and to be paid upon its settlement in accordance with the
applicable Performance Award Formula.
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(b) Discretionary Adjustment of Award Formula. In its discretion, the Committee may, either at the time it grants a Performance
Award or at any time thereafter, provide for the positive or negative adjustment of the Performance Award Formula applicable to a
Performance Award granted to any Participant who is not a Covered Employee to reflect such Participant’s individual performance in
his or her position with the Company or such other factors as the Committee may determine. If permitted under a Covered Employee’s
Award Agreement, the Committee shall have the discretion, on the basis of such criteria as may be established by the Committee, to
reduce some or all of the value of the Performance Award that would otherwise be paid to the Covered Employee upon its settlement
notwithstanding the attainment of any Performance Goal and the resulting value of the Performance Award determined in accordance
with the Performance Award Formula. No such reduction may result in an increase in the amount payable upon settlement of another
Participant’s Performance Award that is intended to result in Performance-Based Compensation.

(c) Effect of Leaves of Absence. Unless otherwise required by law or a Participant’s Award Agreement, payment of the final value, if
any, of a Performance Award held by a Participant who has taken in excess of thirty (30) days in unpaid leaves of absence during a
Performance Period shall be prorated on the basis of the number of days of the Participant’s Service during the Performance Period
during which the Participant was not on an unpaid leave of absence.

(d) Notice to Participants. As soon as practicable following the Committee’s determination and certification in accordance with
Sections 10.5(a) and (b), the Company shall notify each Participant of the determination of the Committee.

(e) Payment in Settlement of Performance Awards. As soon as practicable following the Committee’s determination and certification
in accordance with Sections 10.5(a) and (b), but in any event within the Short-Term Deferral Period described in Section 15.1 (except
as otherwise provided below or consistent with the requirements of Section 409A), payment shall be made to each eligible Participant
(or such Participant’s legal representative or other person who acquired the right to receive such payment by reason of the
Participant’s death) of the final value of the Participant’s Performance Award. Payment of such amount shall be made in cash, shares
of Stock, or a combination thereof as determined by the Committee. Unless otherwise provided in the Award Agreement evidencing a
Performance Award, payment shall be made in a lump sum. If permitted by the Committee, the Participant may elect, consistent with
the requirements of Section 409A, to defer receipt of all or any portion of the payment to be made to the Participant pursuant to this
Section, and such deferred payment date(s) elected by the Participant shall be set forth in the Award Agreement. If any payment is to
be made on a deferred basis, the Committee may, but shall not be obligated to, provide for the payment during the deferral period of
Dividend Equivalent Rights or interest.

(f) Provisions Applicable to Payment in Shares. If payment is to be made in shares of Stock, the number of such shares shall be
determined by dividing the final value of the Performance Award by the Fair Market Value of a share of Stock determined by the
method specified in the Award Agreement. Shares of Stock issued in payment of any Performance Award may be fully vested and
freely transferable shares or may be shares of Stock subject to Vesting Conditions as provided in Section 8.5. Any shares subject to
Vesting Conditions shall be evidenced by an appropriate Award Agreement and shall be subject to the provisions of Sections 8.5
through 8.8 above.

10.6 Voting Rights; Dividend Equivalent Rights and Distributions. Participants shall have no voting rights with respect to shares
of Stock represented by Performance Share Awards until the date of the issuance of such shares, if any (as evidenced by the
appropriate entry on the books of the Company or of a duly authorized transfer agent of the Company). However, the Committee, in
its discretion, may provide in the Award Agreement evidencing any Performance Share Award that the Participant shall be entitled to
Dividend Equivalent Rights with respect to the payment of cash dividends on Stock during the period beginning on the date the Award
is granted and ending, with respect to each share subject to the Award, on the earlier of the date on which the Performance Shares are
settled or the date on which they are forfeited. Such Dividend Equivalent Rights, if any, shall be credited to the Participant either in
cash or in the form of additional whole Performance Shares as of the date of payment of such cash dividends on Stock, as determined
by the Committee. The number of additional Performance Shares (rounded to the nearest whole number), if any, to be so credited shall
be determined by dividing (a) the amount of cash dividends paid on the dividend payment date with respect to the number of shares of
Stock represented by the Performance Shares previously credited to the Participant by (b) the Fair Market Value per share of Stock on
such date. Dividend Equivalent Rights, if any, shall be accumulated and paid to the extent that the related Performance Shares become
nonforfeitable. Settlement of Dividend Equivalent Rights may be made in cash, shares of Stock, or a combination thereof as
determined by the Committee, and may be paid on the same basis as settlement of the related Performance Share as provided in
Section 10.5. Dividend Equivalent Rights shall not be paid with respect to Performance Units. In the event of a dividend or
distribution paid in shares of Stock or other property or any other adjustment made upon a change in the capital structure of the
Company as described in Section 4.4, appropriate adjustments shall be made in the Participant’s Performance Share Award so that it
represents the right to receive upon settlement any and all new, substituted or additional securities or other property (other than
regular, periodic cash dividends) to which the Participant would be entitled by reason of the shares of Stock issuable upon settlement
of the Performance Share Award, and all such new, substituted or additional securities or other property shall be immediately subject
to the same Performance Goals as are applicable to the Award.
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10.7 Effect of Termination of Service. Unless otherwise provided by the Committee and set forth in the Award Agreement
evidencing a Performance Award, the effect of a Participant’s termination of Service on the Performance Award shall be as follows:

(a) Death or Disability. If the Participant’s Service terminates because of the death or Disability of the Participant before the
completion of the Performance Period applicable to the Performance Award, the final value of the Participant’s Performance Award
shall be determined by the extent to which the applicable Performance Goals have been attained with respect to the entire Performance
Period and shall be prorated based on the number of months of the Participant’s Service during the Performance Period. Payment shall
be made following the end of the Performance Period in any manner permitted by Section 10.5.

(b) Other Termination of Service. If the Participant’s Service terminates for any reason except death or Disability before the
completion of the Performance Period applicable to the Performance Award, such Award shall be forfeited in its entirety; provided,
however, that in the event of an involuntary termination of the Participant’s Service, the Committee, in its discretion, may waive the
automatic forfeiture of all or any portion of any such Award and determine the final value of the Performance Award in the manner
provided by Section 10.7(a). Payment of any amount pursuant to this Section shall be made following the end of the Performance
Period in any manner permitted by Section 10.5.

10.8 Nontransferability of Performance Awards. Prior to settlement in accordance with the provisions of the Plan, no Performance
Award shall be subject in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, encumbrance, or
garnishment by creditors of the Participant or the Participant’s beneficiary, except transfer by will or by the laws of descent and
distribution. All rights with respect to a Performance Award granted to a Participant hereunder shall be exercisable during his or her
lifetime only by such Participant or the Participant’s guardian or legal representative.

11. CASH-BASED AWARDS AND OTHER STOCK-BASED AWARDS.

Cash-Based Awards and Other Stock-Based Awards shall be evidenced by Award Agreements in such form as the Committee shall
establish. Such Award Agreements may incorporate all or any of the terms of the Plan by reference and shall comply with and be
subject to the following terms and conditions:

11.1 Grant of Cash-Based Awards. Subject to the provisions of the Plan, the Committee, at any time and from time to time, may
grant Cash-Based Awards to Participants in such amounts and upon such terms and conditions, including the achievement of
performance criteria, as the Committee may determine.

11.2 Grant of Other Stock-Based Awards. The Committee may grant other types of equity-based or equity-related Awards not
otherwise described by the terms of this Plan (including the grant or offer for sale of unrestricted securities, stock-equivalent units,
stock appreciation units, securities or debentures convertible into common stock or other forms determined by the Committee) in such
amounts and subject to such terms and conditions as the Committee shall determine. Other Stock-Based Awards may be made
available as a form of payment in the settlement of other Awards or as payment in lieu of compensation to which a Participant is
otherwise entitled. Other Stock-Based Awards may involve the transfer of actual shares of Stock to Participants, or payment in cash or
otherwise of amounts based on the value of Stock and may include, without limitation, Awards designed to comply with or take
advantage of the applicable local laws of jurisdictions other than the United States.

11.3 Value of Cash-Based and Other Stock-Based Awards. Each Cash-Based Award shall specify a monetary payment amount or
payment range as determined by the Committee. Each Other Stock-Based Award shall be expressed in terms of shares of Stock or
units based on such shares of Stock, as determined by the Committee. The Committee may require the satisfaction of such Service
requirements, conditions, restrictions or performance criteria, including, without limitation, Performance Goals as described in Section
10.4, as shall be established by the Committee and set forth in the Award Agreement evidencing such Award. If the Committee
exercises its discretion to establish performance criteria, the final value of Cash-Based Awards or Other Stock-Based Awards that will
be paid to the Participant will depend on the extent to which the performance criteria are met. The establishment of performance
criteria with respect to the grant or vesting of any Cash-Based Award or Other Stock-Based Award intended to result in Performance-
Based Compensation shall follow procedures substantially equivalent to those applicable to Performance Awards set forth in Section
10.

11.4 Payment or Settlement of Cash-Based Awards and Other Stock-Based Awards. Payment or settlement, if any, with respect
to a Cash-Based Award or an Other Stock-Based Award shall be made in accordance with the terms of the Award, in cash, shares of
Stock or other securities or any combination thereof as the Committee determines. The determination and certification of the final
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value with respect to any Cash-Based Award or Other Stock-Based Award intended to result in Performance-Based Compensation
shall comply with the requirements applicable to Performance Awards set forth in Section 10. To the extent applicable, payment or
settlement with respect to each Cash-Based Award and Other Stock-Based Award shall be made in compliance with the requirements
of Section 409A.

11.5 Voting Rights; Dividend Equivalent Rights and Distributions. Participants shall have no voting rights with respect to shares
of Stock represented by Other Stock-Based Awards until the date of the issuance of such shares of Stock (as evidenced by the
appropriate entry on the books of the Company or of a duly authorized transfer agent of the Company), if any, in settlement of such
Award. However, the Committee, in its discretion, may provide in the Award Agreement evidencing any Other Stock-Based Award
that the Participant shall be entitled to Dividend Equivalent Rights with respect to the payment of cash dividends on Stock during the
period beginning on the date such Award is granted and ending, with respect to each share subject to the Award, on the earlier of the
date the Award is settled or the date on which it is terminated. Such Dividend Equivalent Rights, if any, shall be paid in accordance
with the provisions set forth in Section 9.4. Dividend Equivalent Rights shall not be granted with respect to Cash-Based Awards. In
the event of a dividend or distribution paid in shares of Stock or other property or any other adjustment made upon a change in the
capital structure of the Company as described in Section 4.4, appropriate adjustments shall be made in the Participant’s Other Stock-
Based Award so that it represents the right to receive upon settlement any and all new, substituted or additional securities or other
property (other than regular, periodic cash dividends) to which the Participant would be entitled by reason of the shares of Stock
issuable upon settlement of such Award, and all such new, substituted or additional securities or other property shall be immediately
subject to the same Vesting Conditions and performance criteria, if any, as are applicable to the Award.

11.6 Effect of Termination of Service. Each Award Agreement evidencing a Cash-Based Award or Other Stock-Based Award shall
set forth the extent to which the Participant shall have the right to retain such Award following termination of the Participant’s
Service. Such provisions shall be determined in the discretion of the Committee, need not be uniform among all Cash-Based Awards
or Other Stock-Based Awards, and may reflect distinctions based on the reasons for termination, subject to the requirements of
Section 409A, if applicable.

11.7 Nontransferability of Cash-Based Awards and Other Stock-Based Awards. Prior to the payment or settlement of a Cash-
Based Award or Other Stock-Based Award, the Award shall not be subject in any manner to anticipation, alienation, sale, exchange,
transfer, assignment, pledge, encumbrance, or garnishment by creditors of the Participant or the Participant’s beneficiary, except
transfer by will or by the laws of descent and distribution. The Committee may impose such additional restrictions on any shares of
Stock issued in settlement of Cash-Based Awards and Other Stock-Based Awards as it may deem advisable, including, without
limitation, minimum holding period requirements, restrictions under applicable federal securities laws, under the requirements of any
stock exchange or market upon which such shares of Stock are then listed and/or traded, or under any state securities laws or foreign
law applicable to such shares of Stock.

12. STANDARD FORMS OF AWARD AGREEMENT.

12.1 Award Agreements. Each Award shall comply with and be subject to the terms and conditions set forth in the appropriate form
of Award Agreement approved by the Committee and as amended from time to time. No Award or purported Award shall be a valid

and binding obligation of the Company unless evidenced by a fully executed Award Agreement, which execution may be evidenced

by electronic means.

12.2 Authority to Vary Terms. The Committee shall have the authority from time to time to vary the terms of any standard form of
Award Agreement either in connection with the grant or amendment of an individual Award or in connection with the authorization of
a new standard form or forms; provided, however, that the terms and conditions of any such new, revised or amended standard form or
forms of Award Agreement are not inconsistent with the terms of the Plan.

13. CHANGE IN CONTROL.

13.1 Effect of Change in Control on Awards. In the event of a Change in Control, outstanding Awards shall be subject to the
definitive agreement entered into by the Company in connection with the Change in Control. Subject to the requirements and
limitations of Section 409A, if applicable, the Committee may provide for any one or more of the following:
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(a) Accelerated Vesting. In its discretion, the Committee may provide in the grant of any Award or at any other time may take such
action as it deems appropriate to provide for acceleration of the exercisability, vesting and/or settlement in connection with a Change
in Control of each or any outstanding Award or portion thereof and shares acquired pursuant thereto upon such conditions, including
termination of the Participant’s Service prior to, upon, or following the Change in Control, and to such extent as the Committee
determines.

(b) Assumption, Continuation or Substitution. In the event of a Change in Control, the surviving, continuing, successor, or
purchasing corporation or other business entity or parent thereof, as the case may be (the “Acquiror’), may, without the consent of
any Participant, assume or continue the Company’s rights and obligations under each or any Award or portion thereof outstanding
immediately prior to the Change in Control or substitute for each or any such outstanding Award or portion thereof a substantially
equivalent award with respect to the Acquiror’s stock, as applicable. For purposes of this Section, if so determined by the Committee
in its discretion, an Award denominated in shares of Stock shall be deemed assumed if, following the Change in Control, the Award
confers the right to receive, subject to the terms and conditions of the Plan and the applicable Award Agreement, for each share of
Stock subject to the Award immediately prior to the Change in Control, the consideration (whether stock, cash, other securities or
property or a combination thereof) to which a holder of a share of Stock on the effective date of the Change in Control was entitled
(and if holders were offered a choice of consideration, the type of consideration chosen by the holders of a majority of the outstanding
shares of Stock); provided, however, that if such consideration is not solely common stock of the Acquiror, the Committee may, with
the consent of the Acquiror, provide for the consideration to be received upon the exercise or settlement of the Award, for each share
of Stock subject to the Award, to consist solely of common stock of the Acquiror equal in Fair Market Value to the per share
consideration received by holders of Stock pursuant to the Change in Control. Any Award or portion thereof which is neither assumed
or continued by the Acquiror in connection with the Change in Control nor exercised or settled as of the time of consummation of the
Change in Control shall terminate and cease to be outstanding effective as of the time of consummation of the Change in Control.

(c) Cash-Out of Outstanding Stock-Based Awards. The Committee may, in its discretion and without the consent of any Participant,
determine that, upon the occurrence of a Change in Control, each or any Award denominated in shares of Stock or portion thereof
outstanding immediately prior to the Change in Control and not previously exercised or settled shall be canceled in exchange for a
payment with respect to each vested share (and each unvested share, if so determined by the Committee) of Stock subject to such
canceled Award in (i) cash, (ii) stock of the Company or of a corporation or other business entity a party to the Change in Control, or
(iii) other property which, in any such case, shall be in an amount having a Fair Market VValue equal to the Fair Market Value of the
consideration to be paid per share of Stock in the Change in Control, reduced (but not below zero) by the exercise or purchase price
per share, if any, under such Award. In the event such determination is made by the Committee, an Award having an exercise or
purchase price per share equal to or greater than the Fair Market Value of the consideration to be paid per share of Stock in the
Change in Control may be canceled without payment of consideration to the holder thereof. Payment pursuant to this Section (reduced
by applicable withholding taxes, if any) shall be made to Participants in respect of the vested portions of their canceled Awards as
soon as practicable following the date of the Change in Control and in respect of the unvested portions of their canceled Awards in
accordance with the vesting schedules applicable to such Awards.

13.2 Effect of Change in Control on Nonemployee Director Awards. Subject to the requirements and limitations of Section 409A,
if applicable, including as provided by Section 15.4(f), in the event of a Change in Control, each outstanding Nonemployee Director
Award shall become immediately exercisable and vested in full and, except to the extent assumed, continued or substituted for
pursuant to Section 13.1(b), shall be settled effective immediately prior to the time of consummation of the Change in Control.

13.3 Federal Excise Tax Under Section 4999 of the Code.

(a) Excess Parachute Payment. If any acceleration of vesting pursuant to an Award and any other payment or benefit received or to
be received by a Participant would subject the Participant to any excise tax pursuant to Section 4999 of the Code due to the
characterization of such acceleration of vesting, payment or benefit as an “excess parachute payment” under Section 280G of the
Code, then, provided such election would not subject the Participant to taxation under Section 409A, the Participant may elect to
reduce the amount of any acceleration of vesting called for under the Award in order to avoid such characterization.

(b) Determination by Tax Firm. To aid the Participant in making any election called for under Section 13.3(a), no later than the date
of the occurrence of any event that might reasonably be anticipated to result in an “excess parachute payment” to the Participant as
described in Section 13.3(a), the Company shall request a determination in writing by the professional firm engaged by the Company
for general tax purposes, or, if the tax firm so engaged by the Company is serving as accountant or auditor for the Acquiror, the
Company will appoint a nationally recognized tax firm to make the determinations required by this Section (the “Tax Firm”). As soon
as practicable thereafter, the Tax Firm shall determine and report to the Company and the Participant the amount of such acceleration
of vesting, payments and benefits which would produce the greatest after-tax benefit to the Participant. For the purposes of such
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determination, the Tax Firm may rely on reasonable, good faith interpretations concerning the application of Sections 280G and 4999
of the Code. The Company and the Participant shall furnish to the Tax Firm such information and documents as the Tax Firm may
reasonably request in order to make its required determination. The Company shall bear all fees and expenses the Tax Firm charges in
connection with its services contemplated by this Section.

14, COMPLIANCE WITH SECURITIES LAW.

The grant of Awards and the issuance of shares of Stock pursuant to any Award shall be subject to compliance with all applicable
requirements of federal, state and foreign law with respect to such securities and the requirements of any stock exchange or market
system upon which the Stock may then be listed. In addition, no Award may be exercised or shares issued pursuant to an Award
unless (a) a registration statement under the Securities Act shall at the time of such exercise or issuance be in effect with respect to the
shares issuable pursuant to the Award, or (b) in the opinion of legal counsel to the Company, the shares issuable pursuant to the
Award may be issued in accordance with the terms of an applicable exemption from the registration requirements of the Securities
Act. The inability of the Company to obtain from any regulatory body having jurisdiction the authority, if any, deemed by the
Company’s legal counsel to be necessary to the lawful issuance and sale of any shares under the Plan shall relieve the Company of any
liability in respect of the failure to issue or sell such shares as to which such requisite authority shall not have been obtained. As a
condition to issuance of any Stock, the Company may require the Participant to satisfy any qualifications that may be necessary or
appropriate, to evidence compliance with any applicable law or regulation and to make any representation or warranty with respect
thereto as may be requested by the Company.

15. COMPLIANCE WITH SECTION 409A.

15.1 Awards Subject to Section 409A. The Company intends that Awards granted pursuant to the Plan shall either be exempt from or
comply with Section 409A, and the Plan shall be so construed. The provisions of this Section 15 shall apply to any Award or portion
thereof that constitutes or provides for payment of Section 409A Deferred Compensation. Such Awards may include, without
limitation:

(a) A Nonstatutory Stock Option or SAR that includes any feature for the deferral of compensation other than the deferral of
recognition of income until the later of (i) the exercise or disposition of the Award or (ii) the time the stock acquired pursuant to the
exercise of the Award first becomes substantially vested.

(b) Any Restricted Stock Unit Award, Performance Award, Cash-Based Award or Other Stock-Based Award that either (i) provides
by its terms for settlement of all or any portion of the Award at a time or upon an event that will or may occur later than the end of the
Short-Term Deferral Period (as defined below) or (ii) permits the Participant granted the Award to elect one or more dates or events
upon which the Award will be settled after the end of the Short-Term Deferral Period.

Subject to the provisions of Section 409A, the term “Short-Term Deferral Period”” means the 2 % month period ending on the later of
(i) the 15th day of the third month following the end of the Participant’s taxable year in which the right to payment under the
applicable portion of the Award is no longer subject to a substantial risk of forfeiture or (ii) the 15th day of the third month following
the end of the Company’s taxable year in which the right to payment under the applicable portion of the Award is no longer subject to
a substantial risk of forfeiture. For this purpose, the term “substantial risk of forfeiture” shall have the meaning provided by Section
409A.

15.2 Deferral and/or Distribution Elections. Except as otherwise permitted or required by Section 409A, the following rules shall
apply to any compensation deferral and/or payment elections (each, an “Election”) that may be permitted or required by the
Committee pursuant to an Award providing Section 409A Deferred Compensation:

(a) Elections must be in writing and specify the amount of the payment in settlement of an Award being deferred, as well as the time
and form of payment as permitted by this Plan.

(b) Elections shall be made by the end of the Participant’s taxable year prior to the year in which services commence for which an
Award may be granted to the Participant.
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(c) Elections shall continue in effect until a written revocation or change in Election is received by the Company, except that a written
revocation or change in Election must be received by the Company prior to the last day for making the Election determined in
accordance with paragraph (b) above or as permitted by Section 15.3.

15.3 Subsequent Elections. Except as otherwise permitted or required by Section 409A, any Award providing Section 409A Deferred
Compensation which permits a subsequent Election to delay the payment or change the form of payment in settlement of such Award
shall comply with the following requirements:

(a) No subsequent Election may take effect until at least twelve (12) months after the date on which the subsequent Election is made.

(b) Each subsequent Election related to a payment in settlement of an Award not described in Section 15.4(a)(ii), 15.4(a)(iii) or
15.4(a)(vi) must result in a delay of the payment for a period of not less than five (5) years from the date on which such payment
would otherwise have been made.

(c) No subsequent Election related to a payment pursuant to Section 15.4(a)(iv) shall be made less than twelve (12) months before the
date on which such payment would otherwise have been made.

(d) Subsequent Elections shall continue in effect until a written revocation or change in the subsequent Election is received by the
Company, except that a written revocation or change in a subsequent Election must be received by the Company prior to the last day
for making the subsequent Election determined in accordance the preceding paragraphs of this Section 15.3.

15.4 Payment of Section 409A Deferred Compensation.

(a) Permissible Payments. Except as otherwise permitted or required by Section 409A, an Award providing Section 409A Deferred
Compensation must provide for payment in settlement of the Award only upon one or more of the following:

(i) The Participant’s “separation from service” (as defined by Section 409A);
(ii) The Participant’s becoming “disabled” (as defined by Section 409A);
(iii) The Participant’s death;

(iv) A time or fixed schedule that is either (i) specified by the Committee upon the grant of an Award and set forth in the Award
Agreement evidencing such Award or (ii) specified by the Participant in an Election complying with the requirements of Section 15.2
or 15.3, as applicable;

(v) A change in the ownership or effective control or the Company or in the ownership of a substantial portion of the assets of the
Company determined in accordance with Section 409A; or

(vi) The occurrence of an “unforeseeable emergency” (as defined by Section 409A).

(b) Installment Payments. It is the intent of this Plan that any right of a Participant to receive installment payments (within the
meaning of Section 409A) shall, for all purposes of Section 409A, be treated as a right to a series of separate payments.

(c) Required Delay in Payment to Specified Employee Pursuant to Separation from Service. Notwithstanding any provision of the
Plan or an Award Agreement to the contrary, except as otherwise permitted by Section 409A, no payment pursuant to Section
15.4(a)(i) in settlement of an Award providing for Section 409A Deferred Compensation may be made to a Participant who is a
“specified employee” (as defined by Section 409A) as of the date of the Participant’s separation from service before the date (the
“Delayed Payment Date™) that is six (6) months after the date of such Participant’s separation from service, or, if earlier, the date of
the Participant’s death. All such amounts that would, but for this paragraph, become payable prior to the Delayed Payment Date shall
be accumulated and paid on the Delayed Payment Date.

(d) Payment Upon Disability. All distributions of Section 409A Deferred Compensation payable pursuant to Section 15.4(a)(ii) by
reason of a Participant becoming disabled shall be paid in a lump sum or in periodic instaliments as established by the Participant’s
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Election. If the Participant has made no Election with respect to distributions of Section 409A Deferred Compensation upon becoming
disabled, all such distributions shall be paid in a lump sum upon the determination that the Participant has become disabled.

(e) Payment Upon Death. If a Participant dies before complete distribution of amounts payable upon settlement of an Award subject
to Section 409A, such undistributed amounts shall be distributed to his or her beneficiary under the distribution method for death
established by the Participant’s Election upon receipt by the Committee of satisfactory notice and confirmation of the Participant’s
death. If the Participant has made no Election with respect to distributions of Section 409A Deferred Compensation upon death, all
such distributions shall be paid in a lump sum upon receipt by the Committee of satisfactory notice and confirmation of the
Participant’s death.

(f) Payment Upon Change in Control. Notwithstanding any provision of the Plan or an Award Agreement to the contrary, to the
extent that any amount constituting Section 409A Deferred Compensation would become payable under this Plan by reason of a
Change in Control, such amount shall become payable only if the event constituting a Change in Control would also constitute a
change in ownership or effective control of the Company or a change in the ownership of a substantial portion of the assets of the
Company within the meaning of Section 409A. Any Award which constitutes Section 409A Deferred Compensation and which would
vest and otherwise become payable upon a Change in Control as a result of the failure of the Acquiror to assume, continue or
substitute for such Award in accordance with Section 13.1(b) shall vest to the extent provided by such Award but shall be converted
automatically at the effective time of such Change in Control into a right to receive, in cash on the date or dates such award would
have been settled in accordance with its then existing settlement schedule (or as required by Section 15.4(c)), an amount or amounts
equal in the aggregate to the intrinsic value of the Award at the time of the Change in Control.

(g) Payment Upon Unforeseeable Emergency. The Committee shall have the authority to provide in the Award Agreement
evidencing any Award providing for Section 409A Deferred Compensation for payment pursuant to Section 15.4(a)(vi) in settlement
of all or a portion of such Award in the event that a Participant establishes, to the satisfaction of the Committee, the occurrence of an
unforeseeable emergency. In such event, the amount(s) distributed with respect to such unforeseeable emergency cannot exceed the
amounts reasonably necessary to satisfy the emergency need plus amounts necessary to pay taxes reasonably anticipated as a result of
such distribution(s), after taking into account the extent to which such emergency need is or may be relieved through reimbursement
or compensation by insurance or otherwise, by liquidation of the Participant’s assets (to the extent the liquidation of such assets would
not itself cause severe financial hardship) or by cessation of deferrals under the Award. All distributions with respect to an
unforeseeable emergency shall be made in a lump sum upon the Committee’s determination that an unforeseeable emergency has
occurred. The Committee’s decision with respect to whether an unforeseeable emergency has occurred and the manner in which, if at
all, the payment in settlement of an Award shall be altered or modified, shall be final, conclusive, and not subject to approval or
appeal.

(h) Prohibition of Acceleration of Payments. Notwithstanding any provision of the Plan or an Award Agreement to the contrary, this
Plan does not permit the acceleration of the time or schedule of any payment under an Award providing Section 409A Deferred
Compensation, except as permitted by Section 409A.

(i) No Representation Regarding Section 409A Compliance. Notwithstanding any other provision of the Plan, the Company makes

no representation that Awards shall be exempt from or comply with Section 409A. No Participating Company shall be liable for any
tax, penalty or interest imposed on a Participant by Section 409A.

16. TAXWITHHOLDING.

16.1 Tax Withholding in General. The Company shall have the right to deduct from any and all payments made under the Plan, or to
require the Participant, through payroll withholding, cash payment or otherwise, to make adequate provision for, the federal, state,
local and foreign taxes (including social insurance), if any, required by law to be withheld by any Participating Company with respect
to an Award or the shares acquired pursuant thereto. The Company shall have no obligation to deliver shares of Stock, to release
shares of Stock from an escrow established pursuant to an Award Agreement, or to make any payment in cash under the Plan until the
Participating Company Group’s tax withholding obligations have been satisfied by the Participant.

16.2 Withholding in or Directed Sale of Shares. The Company shall have the right, but not the obligation, to deduct from the shares
of Stock issuable to a Participant upon the exercise or settlement of an Award, or to accept from the Participant the tender of, a
number of whole shares of Stock having a Fair Market Value, as determined by the Company, equal to all or any part of the tax
withholding obligations of any Participating Company. The Fair Market VValue of any shares of Stock withheld or tendered to satisfy
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any such tax withholding obligations shall not exceed the amount determined by the applicable minimum statutory withholding rates.
The Company may require a Participant to direct a broker, upon the vesting, exercise or settlement of an Award, to sell a portion of
the shares subject to the Award determined by the Company in its discretion to be sufficient to cover the tax withholding obligations
of any Participating Company and to remit an amount equal to such tax withholding obligations to such Participating Company in
cash.

17.  AMENDMENT, SUSPENSION OR TERMINATION OF PLAN.

The Committee may amend, suspend or terminate the Plan at any time. However, without the approval of the Company’s
stockholders, there shall be (a) no increase in the maximum aggregate number of shares of Stock that may be issued under the Plan
(except by operation of the provisions of Sections 4.2, 4.3 and 4.4), (b) no change in the class of persons eligible to receive Incentive
Stock Options, and (¢) no other amendment of the Plan that would require approval of the Company’s stockholders under any
applicable law, regulation or rule, including the rules of any stock exchange or quotation system upon which the Stock may then be
listed or quoted. No amendment, suspension or termination of the Plan shall affect any then outstanding Award unless expressly
provided by the Committee. Except as provided by the next sentence, no amendment, suspension or termination of the Plan may have
a materially adverse effect on any then outstanding Award without the consent of the Participant. Notwithstanding any other provision
of the Plan or any Award Agreement to the contrary, the Committee may, in its sole and absolute discretion and without the consent of
any Participant, amend the Plan or any Award Agreement, to take effect retroactively or otherwise, as it deems necessary or advisable
for the purpose of conforming the Plan or such Award Agreement to any present or future law, regulation or rule applicable to the
Plan, including, but not limited to, Section 409A.

18. MISCELLANEOUS PROVISIONS.

18.1 Repurchase Rights. Shares issued under the Plan may be subject to one or more repurchase options, or other conditions and
restrictions as determined by the Committee in its discretion at the time the Award is granted. The Company shall have the right to
assign at any time any repurchase right it may have, whether or not such right is then exercisable, to one or more persons as may be
selected by the Company. Upon request by the Company, each Participant shall execute any agreement evidencing such transfer
restrictions prior to the receipt of shares of Stock hereunder and shall promptly present to the Company any and all certificates
representing shares of Stock acquired hereunder for the placement on such certificates of appropriate legends evidencing any such
transfer restrictions.

18.2 Forfeiture Events.

(a) The Committee may specify in an Award Agreement that the Participant’s rights, payments, and benefits with respect to an Award
shall be subject to reduction, cancellation, forfeiture, or recoupment upon the occurrence of specified events, in addition to any
otherwise applicable vesting or performance conditions of an Award. Such events may include, but shall not be limited to, termination
of Service for Cause or any act by a Participant, whether before or after termination of Service, that would constitute Cause for
termination of Service, or any accounting restatement due to material noncompliance of the Company with any financial reporting
requirements of securities laws as a result of which, and to the extent that, such reduction, cancellation, forfeiture, or recoupment is
required by applicable securities laws.

(b) If the Company is required to prepare an accounting restatement due to the material noncompliance of the Company, as a result of
misconduct, with any financial reporting requirement under the securities laws, any Participant who knowingly or through gross
negligence engaged in the misconduct, or who knowingly or through gross negligence failed to prevent the misconduct, and any
Participant who is one of the individuals subject to automatic forfeiture under Section 304 of the Sarbanes-Oxley Act of 2002, shall
reimburse the Company for (i) the amount of any payment in settlement of an Award received by such Participant during the twelve-
(12-) month period following the first public issuance or filing with the United States Securities and Exchange Commission
(whichever first occurred) of the financial document embodying such financial reporting requirement, and (ii) any profits realized by
such Participant from the sale of securities of the Company during such twelve- (12-) month period.

18.3 Provision of Information. Each Participant shall be given access to information concerning the Company equivalent to that
information generally made available to the Company’s common stockholders.
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18.4 Rights as Employee, Consultant or Director. No person, even though eligible pursuant to Section 5, shall have a right to be
selected as a Participant, or, having been so selected, to be selected again as a Participant. Nothing in the Plan or any Award granted
under the Plan shall confer on any Participant a right to remain an Employee, Consultant or Director or interfere with or limit in any
way any right of a Participating Company to terminate the Participant’s Service at any time. To the extent that an Employee of a
Participating Company other than the Company receives an Award under the Plan, that Award shall in no event be understood or
interpreted to mean that the Company is the Employee’s employer or that the Employee has an employment relationship with the
Company.

18.5 Rights as a Stockholder. A Participant shall have no rights as a stockholder with respect to any shares covered by an Award
until the date of the issuance of such shares (as evidenced by the appropriate entry on the books of the Company or of a duly
authorized transfer agent of the Company). No adjustment shall be made for dividends, distributions or other rights for which the
record date is prior to the date such shares are issued, except as provided in Section 4.4 or another provision of the Plan.

18.6 Delivery of Title to Shares. Subject to any governing rules or regulations, the Company shall issue or cause to be issued the
shares of Stock acquired pursuant to an Award and shall deliver such shares to or for the benefit of the Participant by means of one or
more of the following: (a) by delivering to the Participant evidence of book entry shares of Stock credited to the account of the
Participant, (b) by depositing such shares of Stock for the benefit of the Participant with any broker with which the Participant has an
account relationship, or (c) by delivering such shares of Stock to the Participant in certificate form.

18.7 Fractional Shares. The Company shall not be required to issue fractional shares upon the exercise or settlement of any Award.

18.8 Retirement and Welfare Plans. Neither Awards made under this Plan nor shares of Stock or cash paid pursuant to such Awards
may be included as “compensation” for purposes of computing the benefits payable to any Participant under any Participating
Company’s retirement plans (both qualified and non-qualified) or welfare benefit plans unless such other plan expressly provides that
such compensation shall be taken into account in computing a Participant’s benefit.

18.9 Beneficiary Designation. Subject to local laws and procedures, each Participant may file with the Company a written
designation of a beneficiary who is to receive any benefit under the Plan to which the Participant is entitled in the event of such
Participant’s death before he or she receives any or all of such benefit. Each designation will revoke all prior designations by the same
Participant, shall be in a form prescribed by the Company, and will be effective only when filed by the Participant in writing with the
Company during the Participant’s lifetime. If a married Participant designates a beneficiary other than the Participant’s spouse, the
effectiveness of such designation may be subject to the consent of the Participant’s spouse. If a Participant dies without an effective
designation of a beneficiary who is living at the time of the Participant’s death, the Company will pay any remaining unpaid benefits
to the Participant’s legal representative.

18.10 Severability. If any one or more of the provisions (or any part thereof) of this Plan shall be held invalid, illegal or unenforceable
in any respect, such provision shall be modified so as to make it valid, legal and enforceable, and the validity, legality and
enforceability of the remaining provisions (or any part thereof) of the Plan shall not in any way be affected or impaired thereby.

18.11 No Constraint on Corporate Action. Nothing in this Plan shall be construed to: (a) limit, impair, or otherwise affect the
Company’s or another Participating Company’s right or power to make adjustments, reclassifications, reorganizations, or changes of
its capital or business structure, or to merge or consolidate, or dissolve, liquidate, sell, or transfer all or any part of its business or
assets; or (b) limit the right or power of the Company or another Participating Company to take any action which such entity deems to
be necessary or appropriate.

18.12 Unfunded Obligation. Participants shall have the status of general unsecured creditors of the Company. Any amounts payable
to Participants pursuant to the Plan shall be considered unfunded and unsecured obligations for all purposes, including, without
limitation, Title | of the Employee Retirement Income Security Act of 1974. No Participating Company shall be required to segregate
any monies from its general funds, or to create any trusts, or establish any special accounts with respect to such obligations. The
Company shall retain at all times beneficial ownership of any investments, including trust investments, which the Company may make
to fulfill its payment obligations hereunder. Any investments or the creation or maintenance of any trust or any Participant account
shall not create or constitute a trust or fiduciary relationship between the Committee or any Participating Company and a Participant,
or otherwise create any vested or beneficial interest in any Participant or the Participant’s creditors in any assets of any Participating
Company. The Participants shall have no claim against any Participating Company for any changes in the value of any assets which
may be invested or reinvested by the Company with respect to the Plan.
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18.13 Choice of Law. Except to the extent governed by applicable federal law, the validity, interpretation, construction and
performance of the Plan and each Award Agreement shall be governed by the laws of the State of California, without regard to its
conflict of law rules.

IN WITNESS WHEREOF, the undersigned Secretary of the Company certifies that the foregoing sets forth the VirTra, Inc. 2017
Equity Incentive Plan as duly adopted by the Board on August 23, 2017.

/sl

, Secretary
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ITEM 8 EXHIBIT

VIRTRA, INC.
FORM OF STOCK OPTION AGREEMENT FOR 2017 EQUITY INCENTIVE PLAN
(For U.S. Participants)

VirTra, Inc. (the “Company’’) has granted to the Participant named in the Notice of Grant of Stock
Option (the “Grant Notice™) to which this Stock Option Agreement (the “Option Agreement™) is attached an option
(the *“Option’’) to purchase certain shares of Stock upon the terms and conditions set forth in the Grant Notice and this
Option Agreement. The Option has been granted pursuant to and shall in all respects be subject to the terms and
conditions of the VirTra, Inc. 2017 Equity Incentive Plan (the ““Plan”’), as amended to the Date of Grant, the provisions of
which are incorporated herein by reference. By signing the Grant Notice, the Participant: (a) acknowledges receipt of, and
represents that the Participant has read and is familiar with, the Grant Notice, this Option Agreement, the Plan and a
prospectus for the Plan prepared in connection with the registration with the Securities and Exchange Commission of
shares issuable pursuant to the Option (the ““Plan Prospectus™), (b) accepts the Option subject to all of the terms and
conditions of the Grant Notice, this Option Agreement and the Plan and (c) agrees to accept as binding, conclusive and
final all decisions or interpretations of the Committee upon any questions arising under the Grant Notice, this Option
Agreement or the Plan.

1. DEFINITIONS AND CONSTRUCTION.

1.1 Definitions. Unless otherwise defined herein, capitalized terms shall have the meanings assigned to such
terms in the Grant Notice or the Plan.

1.2 Construction. Captions and titles contained herein are for convenience only and shall not affect the
meaning or interpretation of any provision of this Option Agreement. Except when otherwise indicated by the context, the
singular shall include the plural and the plural shall include the singular. Use of the term “or” is not intended to be
exclusive, unless the context clearly requires otherwise.

2. TAX CONSEQUENCES.
2.1 Tax Status of Option. This Option is intended to have the tax status designated in the Grant Notice.

(a) Incentive Stock Option. If the Grant Notice so designates, this Option is intended to be an Incentive
Stock Option within the meaning of Section 422(b) of the Code, but the Company does not represent or warrant that this
Option qualifies as such. The Participant should consult with the Participant’s own tax advisor regarding the tax effects of
this Option and the requirements necessary to obtain favorable income tax treatment under Section 422 of the Code,
including, but not limited to, holding period requirements. (NOTE TO PARTICIPANT: If the Option is exercised more
than three (3) months after the date on which you cease to be an Employee (other than by reason of your death or
permanent and total disability as defined in Section 22(e)(3) of the Code), the Option will be treated as a Nonstatutory
Stock Option and not as an Incentive Stock Option to the extent required by Section 422 of the Code.)

(b) Nonstatutory Stock Option. If the Grant Notice so designates, this Option is intended to be a
Nonstatutory Stock Option and shall not be treated as an Incentive Stock Option within the meaning of Section 422(b) of
the Code.

2.2 1SO Fair Market Value Limitation. If the Grant Notice designates this Option as an Incentive Stock
Option, then to the extent that the Option (together with all Incentive Stock Options granted to the Participant under all
stock option plans of the Participating Company Group, including the Plan) becomes exercisable for the first time during
any calendar year for shares having a Fair Market Value greater than One Hundred Thousand Dollars ($100,000), the
portion of such options which exceeds such amount will be treated as Nonstatutory Stock Options. For purposes of this
Section 2.2, options designated as Incentive Stock Options are taken into account in the order in which they were granted,
and the Fair Market Value of stock is determined as of the time the option with respect to such stock is granted. If the
Code is amended to provide for a different limitation from that set forth in this Section 2.2, such different limitation shall
be deemed incorporated herein effective as of the date required or permitted by such amendment to the Code. If the
Option is treated as an Incentive Stock Option in part and as a Nonstatutory Stock Option in part by reason of the
limitation set forth in this Section 2.2, the Participant may designate which portion of such Option the Participant is
exercising. In the absence of such designation, the Participant shall be deemed to have exercised the Incentive Stock
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Option portion of the Option first. Separate certificates representing each such portion shall be issued upon the exercise of
the Option. (NOTE TO PARTICIPANT: If the aggregate Exercise Price of the Option (that is, the Exercise Price
multiplied by the Number of Option Shares) plus the aggregate exercise price of any other Incentive Stock Options you
hold (whether granted pursuant to the Plan or any other stock option plan of the Participating Company Group) is greater
than $100,000, you should contact the Chief Financial Officer of the Company to ascertain whether the entire Option
qualifies as an Incentive Stock Option.)

3. ADMINISTRATION.

All questions of interpretation concerning the Grant Notice, this Option Agreement, the Plan or any other form
of agreement or other document employed by the Company in the administration of the Plan or the Option shall be
determined by the Committee. All such determinations by the Committee shall be final, binding and conclusive upon all
persons having an interest in the Option, unless fraudulent or made in bad faith. Any and all actions, decisions and
determinations taken or made by the Committee in the exercise of its discretion pursuant to the Plan or the Option or other
agreement thereunder (other than determining questions of interpretation pursuant to the preceding sentence) shall be
final, binding and conclusive upon all persons having an interest in the Option. Any Officer shall have the authority to act
on behalf of the Company with respect to any matter, right, obligation, or election which is the responsibility of or which
is allocated to the Company herein, provided the Officer has apparent authority with respect to such matter, right,
obligation, or election.

4. EXERCISE OF THE OPTION.

4.1 Right to Exercise. Except as otherwise provided herein, the Option shall be exercisable on and after the
Initial Vesting Date and prior to the termination of the Option (as provided in Section 6) in an amount not to exceed the
number of Vested Shares less the number of shares previously acquired upon exercise of the Option. In no event shall the
Option be exercisable for more shares than the Number of Option Shares, as adjusted pursuant to Section 9.

4.2 Method of Exercise. Exercise of the Option shall be by means of electronic or written notice
(the “Exercise Notice™) in a form authorized by the Company. An electronic Exercise Notice must be digitally signed or
authenticated by the Participant in such manner as required by the notice and transmitted to the Company or an authorized
representative of the Company (including a third-party administrator designated by the Company). In the event that the
Participant is not authorized or is unable to provide an electronic Exercise Notice, the Option shall be exercised by a
written Exercise Notice addressed to the Company, which shall be signed by the Participant and delivered in person, by
certified or registered mail, return receipt requested, by confirmed facsimile transmission, or by such other means as the
Company may permit, to the Company, or an authorized representative of the Company (including a third-party
administrator designated by the Company). Each Exercise Notice, whether electronic or written, must state the
Participant’s election to exercise the Option, the number of whole shares of Stock for which the Option is being exercised
and such other representations and agreements as to the Participant’s investment intent with respect to such shares as may
be required pursuant to the provisions of this Option Agreement. Further, each Exercise Notice must be received by the
Company prior to the termination of the Option as set forth in Section 6 and must be accompanied by full payment of the
aggregate Exercise Price for the number of shares of Stock being purchased. The Option shall be deemed to be exercised
upon receipt by the Company of such electronic or written Exercise Notice and the aggregate Exercise Price.

4.3 Payment of Exercise Price.

(a) Forms of Consideration Authorized. Except as otherwise provided below, payment of the
aggregate Exercise Price for the number of shares of Stock for which the Option is being exercised shall be made (i) in
cash, by check or in cash equivalent; (ii) if permitted by the Company and subject to the limitations contained in
Section 4.3(b), by means of (1) a Cashless Exercise, (2) a Net-Exercise, or (3) a Stock Tender Exercise; or (iii) by any
combination of the foregoing.

(b) Limitations on Forms of Consideration. The Company reserves, at any and all times, the right, in
the Company’s sole and absolute discretion, to establish, decline to approve or terminate any program or procedure
providing for payment of the Exercise Price through any of the means described below, including with respect to the
Participant notwithstanding that such program or procedures may be available to others.

(i) Cashless Exercise. A “Cashless Exercise” means the delivery of a properly executed
Exercise Notice together with irrevocable instructions to a broker in a form acceptable to the Company providing for the
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assignment to the Company of the proceeds of a sale or loan with respect to shares of Stock acquired upon the exercise of
the Option in an amount not less than the aggregate Exercise Price for such shares (including, without limitation, through
an exercise complying with the provisions of Regulation T as promulgated from time to time by the Board of Governors
of the Federal Reserve System).

(i1) Net-Exercise. A “Net-Exercise” means the delivery of a properly executed Exercise Notice
electing a procedure pursuant to which (1) the Company will reduce the number of shares otherwise issuable to the
Participant upon the exercise of the Option by the largest whole number of shares having a Fair Market Value that does
not exceed the aggregate Exercise Price for the shares with respect to which the Option is exercised, and (2) the
Participant shall pay to the Company in cash the remaining balance of such aggregate Exercise Price not satisfied by such
reduction in the number of whole shares to be issued. Following a Net-Exercise, the number of shares remaining subject
to the Option, if any, shall be reduced by the sum of (1) the net number of shares issued to the Participant upon such
exercise, and (2) the number of shares deducted by the Company for payment of the aggregate Exercise Price.

(iii) Stock Tender Exercise. A ““Stock Tender Exercise” means the delivery of a properly
executed Exercise Notice accompanied by (1) the Participant’s tender to the Company, or attestation to the ownership, in
a form acceptable to the Company of whole shares of Stock having a Fair Market Value that does not exceed the
aggregate Exercise Price for the shares with respect to which the Option is exercised, and (2) the Participant’s payment to
the Company in cash of the remaining balance of such aggregate Exercise Price not satisfied by such shares’ Fair Market
Value. A Stock Tender Exercise shall not be permitted if it would constitute a violation of the provisions of any law,
regulation or agreement restricting the redemption of the Company’s stock. If required by the Company, the Option may
not be exercised by tender to the Company, or attestation to the ownership, of shares of Stock unless such shares either
have been owned by the Participant for a period of time required by the Company (and not used for another option
exercise by attestation during such period) or were not acquired, directly or indirectly, from the Company.

4.4 Tax Withholding.

(a) In General. At the time the Option is exercised, in whole or in part, or at any time thereafter as
requested by a Participating Company, the Participant hereby authorizes withholding from payroll and any other amounts
payable to the Participant, and otherwise agrees to make adequate provision for (including by means of a Cashless
Exercise to the extent permitted by the Company), any sums required to satisfy the federal, state, local and foreign tax
(including any social insurance) withholding obligations of the Participating Company Group, if any, which arise in
connection with the Option. The Company shall have no obligation to deliver shares of Stock until the tax withholding
obligations of the Participating Company Group have been satisfied by the Participant.

(b) Withholding in Shares. The Company shall have the right, but not the obligation, to require the
Participant to satisfy all or any portion of a Participating Company’s tax withholding obligations upon exercise of the
Option by deducting from the shares of Stock otherwise issuable to the Participant upon such exercise a number of whole
shares having a fair market value, as determined by the Company as of the date of exercise, not in excess of the amount of
such tax withholding obligations determined by the applicable minimum statutory withholding rates if required to avoid
liability classification of the Option under generally accepted accounting principles in the United States.

4.5 Beneficial Ownership of Shares; Certificate Registration. The Participant hereby authorizes the
Company, in its sole discretion, to deposit for the benefit of the Participant with any broker with which the Participant has
an account relationship of which the Company has notice any or all shares acquired by the Participant pursuant to the
exercise of the Option. Except as provided by the preceding sentence, a certificate for the shares as to which the Option is
exercised shall be registered in the name of the Participant, or, if applicable, in the names of the heirs of the Participant.

4.6 Restrictions on Grant of the Option and Issuance of Shares. The grant of the Option and the issuance
of shares of Stock upon exercise of the Option shall be subject to compliance with all applicable requirements of federal,
state or foreign law with respect to such securities. The Option may not be exercised if the issuance of shares of Stock
upon exercise would constitute a violation of any applicable federal, state or foreign securities laws or other law or
regulations or the requirements of any stock exchange or market system upon which the Stock may then be listed. In
addition, the Option may not be exercised unless (i) a registration statement under the Securities Act shall at the time of
exercise of the Option be in effect with respect to the shares issuable upon exercise of the Option or (ii) in the opinion of
legal counsel to the Company, the shares issuable upon exercise of the Option may be issued in accordance with the terms
of an applicable exemption from the registration requirements of the Securities Act. THE PARTICIPANT IS
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CAUTIONED THAT THE OPTION MAY NOT BE EXERCISED UNLESS THE FOREGOING CONDITIONS ARE
SATISFIED. ACCORDINGLY, THE PARTICIPANT MAY NOT BE ABLE TO EXERCISE THE OPTION WHEN
DESIRED EVEN THOUGH THE OPTION IS VESTED. The inability of the Company to obtain from any regulatory
body having jurisdiction the authority, if any, deemed by the Company’s legal counsel to be necessary to the lawful
issuance and sale of any shares subject to the Option shall relieve the Company of any liability in respect of the failure to
issue or sell such shares as to which such requisite authority shall not have been obtained. As a condition to the exercise of
the Option, the Company may require the Participant to satisfy any qualifications that may be necessary or appropriate, to
evidence compliance with any applicable law or regulation and to make any representation or warranty with respect
thereto as may be requested by the Company.

4.7 Fractional Shares. The Company shall not be required to issue fractional shares upon the exercise of the
Option.

5. NONTRANSFERABILITY OF THE OPTION.

During the lifetime of the Participant, the Option shall be exercisable only by the Participant or the
Participant’s guardian or legal representative. The Option shall not be subject in any manner to anticipation, alienation,
sale, exchange, transfer, assignment, pledge, encumbrance, or garnishment by creditors of the Participant or the
Participant’s beneficiary, except transfer by will or by the laws of descent and distribution. Following the death of the
Participant, the Option, to the extent provided in Section 7, may be exercised by the Participant’s legal representative or
by any person empowered to do so under the deceased Participant’s will or under the then applicable laws of descent and
distribution.

6. TERMINATION OF THE OPTION.

The Option shall terminate and may no longer be exercised after the first to occur of (a) the close of business
on the Option Expiration Date, (b) the close of business on the last date for exercising the Option following termination of
the Participant’s Service as described in Section 7, or (c) a Change in Control to the extent provided in Section 8.

7. EFFECT OF TERMINATION OF SERVICE.

7.1 Option Exercisability. The Option shall terminate immediately upon the Participant’s termination of
Service to the extent that it is then unvested and shall be exercisable after the Participant’s termination of Service to the
extent it is then vested only during the applicable time period as determined below and thereafter shall terminate.

(a) Disability. If the Participant’s Service terminates because of the Disability of the Participant, the
Option, to the extent unexercised and exercisable for Vested Shares on the date on which the Participant’s Service
terminated, may be exercised by the Participant (or the Participant’s guardian or legal representative) at any time prior to
the expiration of twelve (12) months after the date on which the Participant’s Service terminated, but in any event no later
than the Option Expiration Date.

(b) Death. If the Participant’s Service terminates because of the death of the Participant, the Option, to
the extent unexercised and exercisable for VVested Shares on the date on which the Participant’s Service terminated, may
be exercised by the Participant’s legal representative or other person who acquired the right to exercise the Option by
reason of the Participant’s death at any time prior to the expiration of twelve (12) months after the date on which the
Participant’s Service terminated, but in any event no later than the Option Expiration Date. The Participant’s Service shall
be deemed to have terminated on account of death if the Participant dies within three (3) months after the Participant’s
termination of Service.

(c) Termination for Cause. Notwithstanding any other provision of this Option Agreement to the
contrary, if the Participant’s Service is terminated for Cause or if, following the Participant’s termination of Service and
during any period in which the Option otherwise would remain exercisable, the Participant engages in any act that would
constitute Cause, the Option shall terminate in its entirety and cease to be exercisable immediately upon such termination
of Service or act.

(d) Other Termination of Service. If the Participant’s Service terminates for any reason, except
Disability, death or Cause, the Option, to the extent unexercised and exercisable for Vested Shares by the Participant on
the date on which the Participant’s Service terminated, may be exercised by the Participant at any time prior to the
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expiration of three (3) months after the date on which the Participant’s Service terminated, but in any event no later than
the Option Expiration Date.

7.2 Extension if Exercise Prevented by Law. Notwithstanding the foregoing, other than termination of the
Participant’s Service for Cause, if the exercise of the Option within the applicable time periods set forth in Section 7.1 is
prevented by the provisions of Section 4.6, the Option shall remain exercisable until the later of (a) thirty (30) days after
the date such exercise first would no longer be prevented by such provisions, or (b) the end of the applicable time period
under Section 7.1, but in any event no later than the Option Expiration Date.

8. EFFECT OF CHANGE IN CONTROL.

In the event of a Change in Control, the Option shall be subject to the definitive agreement entered into by the
Company in connection with the Change in Control. Except to the extent that the Committee determines to cash out the
Option in accordance with Section 13.1(c) of the Plan, the surviving, continuing, successor, or purchasing entity or parent
thereof, as the case may be (the ““Acquiror’’), may, without the consent of the Participant, assume or continue in full force
and effect the Company’s rights and obligations under all or any portion of the Option or substitute for all or any portion
of the Option a substantially equivalent option for the Acquiror’s stock. For purposes of this Section, the Option or any
portion thereof shall be deemed assumed if, following the Change in Control, the Option confers the right to receive,
subject to the terms and conditions of the Plan and this Option Agreement, for each share of Stock subject to such portion
of the Option immediately prior to the Change in Control, the consideration (whether stock, cash, other securities or
property or a combination thereof) to which a holder of a share of Stock on the effective date of the Change in Control
was entitled (and if holders were offered a choice of consideration, the type of consideration chosen by the holders of a
majority of the outstanding shares of Stock); provided, however, that if such consideration is not solely common stock of
the Acquiror, the Committee may, with the consent of the Acquiror, provide for the consideration to be received upon the
exercise of the Option, for each share of Stock subject to the Option, to consist solely of common stock of the Acquiror
equal in Fair Market Value to the per share consideration received by holders of Stock pursuant to the Change in Control.
The Option shall terminate and cease to be outstanding effective as of the time of consummation of the Change in Control
to the extent that the Option is neither assumed or continued by the Acquiror in connection with the Change in Control nor
exercised as of the time of the Change in Control.

9. ADJUSTMENTS FOR CHANGES IN CAPITAL STRUCTURE.

Subject to any required action by the stockholders of the Company and the requirements of Sections 409A and
424 of the Code to the extent applicable, in the event of any change in the Stock effected without receipt of consideration
by the Company, whether through merger, consolidation, reorganization, reincorporation, recapitalization, reclassification,
stock dividend, stock split, reverse stock split, split-up, split-off,spin-off, combination of shares, exchange of shares, or
similar change in the capital structure of the Company, or in the event of payment of a dividend or distribution to the
stockholders of the Company in a form other than Stock (excepting normal cash dividends) that has a material effect on
the Fair Market Value of shares of Stock, appropriate and proportionate adjustments shall be made in the number,
Exercise Price and kind of shares subject to the Option, in order to prevent dilution or enlargement of the Participant’s
rights under the Option. For purposes of the foregoing, conversion of any convertible securities of the Company shall not
be treated as “effected without receipt of consideration by the Company.” Any fractional share resulting from an
adjustment pursuant to this Section shall be rounded down to the nearest whole number and the Exercise Price shall be
rounded up to the nearest whole cent. In no event may the Exercise Price be decreased to an amount less than the par
value, if any, of the stock subject to the Option. The Committee in its sole discretion, may also make such adjustments in
the terms of the Option to reflect, or related to, such changes in the capital structure of the Company or distributions as it
deems appropriate. All adjustments pursuant to this Section shall be determined by the Committee, and its determination
shall be final, binding and conclusive.

10. RIGHTS AS ASTOCKHOLDER, DIRECTOR, EMPLOYEE OR CONSULTANT.

The Participant shall have no rights as a stockholder with respect to any shares covered by the Option until the
date of the issuance of the shares for which the Option has been exercised (as evidenced by the appropriate entry on the
books of the Company or of a duly authorized transfer agent of the Company). No adjustment shall be made for
dividends, distributions or other rights for which the record date is prior to the date the shares are issued, except as
provided in Section 9. If the Participant is an Employee, the Participant understands and acknowledges that, except as
otherwise provided in a separate, written employment agreement between a Participating Company and the Participant,
the Participant’s employment is “at will” and is for no specified term. Nothing in this Option Agreement shall confer upon
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the Participant any right to continue in the Service of a Participating Company or interfere in any way with any right of
the Participating Company Group to terminate the Participant’s Service as a Director, an Employee or Consultant, as the
case may be, at any time.

11. NOTICE OF SALES UPON DISQUALIFYING DISPOSITION.

The Participant shall dispose of the shares acquired pursuant to the Option only in accordance with the
provisions of this Option Agreement. In addition, if the Grant Notice designates this Option as an Incentive Stock
Option, the Participant shall (a) promptly notify the Chief Financial Officer of the Company if the Participant disposes of
any of the shares acquired pursuant to the Option within one (1) year after the date the Participant exercises all or part of
the Option or within two (2) years after the Date of Grant and (b) provide the Company with a description of the
circumstances of such disposition. Until such time as the Participant disposes of such shares in a manner consistent with
the provisions of this Option Agreement, unless otherwise expressly authorized by the Company, the Participant shall
hold all shares acquired pursuant to the Option in the Participant’s name (and not in the name of any nominee) for
the one-year period immediately after the exercise of the Option and the two-year period immediately after Date of Grant.
At any time during the one-year or two-year periods set forth above, the Company may place a legend on any certificate
representing shares acquired pursuant to the Option requesting the transfer agent for the Company’s stock to notify the
Company of any such transfers. The obligation of the Participant to notify the Company of any such transfer shall
continue notwithstanding that a legend has been placed on the certificate pursuant to the preceding sentence.

12. LEGENDS.

The Company may at any time place legends referencing any applicable federal, state or foreign securities law
restrictions on all certificates representing shares of stock subject to the provisions of this Option Agreement. The
Participant shall, at the request of the Company, promptly present to the Company any and all certificates representing
shares acquired pursuant to the Option in the possession of the Participant in order to carry out the provisions of this
Section. Unless otherwise specified by the Company, legends placed on such certificates may include, but shall not be
limited to, the following:

“THE SHARES EVIDENCED BY THIS CERTIFICATE WERE ISSUED BY THE CORPORATION
TO THE REGISTERED HOLDER UPON EXERCISE OF AN INCENTIVE STOCK OPTION AS
DEFINED IN SECTION 422 OF THE INTERNAL REVENUE CODE OF 1986, AS AMENDED
(*1SO”’). IN ORDER TO OBTAIN THE PREFERENTIAL TAX TREATMENT AFFORDED TO ISOs,
THE SHARES SHOULD NOT BE TRANSFERRED PRIOR TO [INSERT DISQUALIFYING
DISPOSITION DATE HERE]. SHOULD THE REGISTERED HOLDER ELECT TO TRANSFER ANY
OF THE SHARES PRIOR TO THIS DATE AND FOREGO ISO TAX TREATMENT, THE
TRANSFER AGENT FOR THE SHARES SHALL NOTIFY THE CORPORATION IMMEDIATELY.
THE REGISTERED HOLDER SHALL HOLD ALL SHARES PURCHASED UNDER THE
INCENTIVE STOCK OPTION IN THE REGISTERED HOLDER’S NAME (AND NOT IN THE
NAME OF ANY NOMINEE) PRIOR TO THIS DATE OR UNTIL TRANSFERRED AS DESCRIBED
ABOVE.”

13. MISCELLANEQOUS PROVISIONS.

13.1 Termination or Amendment. The Committee may terminate or amend the Plan or the Option at any
time; provided, however, that except as provided in Section 8 in connection with a Change in Control, no such termination
or amendment may have a materially adverse effect on the Option or any unexercised portion thereof without the consent
of the Participant unless such termination or amendment is necessary to comply with any applicable law or government
regulation. No amendment or addition to this Option Agreement shall be effective unless in writing.

13.2 Further Instruments. The parties hereto agree to execute such further instruments and to take such
further action as may reasonably be necessary to carry out the intent of this Option Agreement.

13.3 Binding Effect. This Option Agreement shall inure to the benefit of the successors and assigns of the
Company and, subject to the restrictions on transfer set forth herein, be binding upon the Participant and the Participant’s
heirs, executors, administrators, successors and assigns.

13.4 Delivery of Documents and Notices. Any document relating to participation in the Plan or any notice
required or permitted hereunder shall be given in writing and shall be deemed effectively given (except to the extent that
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this Option Agreement provides for effectiveness only upon actual receipt of such notice) upon personal delivery,
electronic delivery at the e-mail address, if any, provided for the Participant by a Participating Company, or upon deposit
in the U.S. Post Office or foreign postal service, by registered or certified mail, or with a nationally recognized overnight
courier service, with postage and fees prepaid, addressed to the other party at the address of such party set forth in the
Grant Notice or at such other address as such party may designate in writing from time to time to the other party.

(a) Description of Electronic Delivery and Signature. The Plan documents, which may include but do
not necessarily include: the Plan, the Grant Notice, this Option Agreement, the Plan Prospectus, and any reports of the
Company provided generally to the Company’s stockholders, may be delivered to the Participant electronically. In
addition, if permitted by the Company, the Participant may deliver electronically the Grant Notice and Exercise Notice
called for by Section 4.2 to the Company or to such third party involved in administering the Plan as the Company may
designate from time to time. Such means of electronic delivery may include but do not necessarily include the delivery of
a link to a Company intranet or the Internet site of a third party involved in administering the Plan, the delivery of the
document via e-mail or such other means of electronic delivery specified by the Company. Any and all such documents
and notices may be electronically signed.

(b) Consent to Electronic Delivery and Signature. The Participant acknowledges that the Participant
has read Section 13.4(a) of this Option Agreement and consents to the electronic delivery of the Plan documents and, if
permitted by the Company, the delivery of the Grant Notice and Exercise Notice, as described in Section 13.4(a). The
Participant agrees that any and all such documents requiring a signature may be electronically signed and that such
electronic signature shall have the same effect as handwritten signature for the purposes of validity, enforceability and
admissibility. The Participant acknowledges that he or she may receive from the Company a paper copy of any documents
delivered electronically at no cost to the Participant by contacting the Company by telephone or in writing. The
Participant further acknowledges that the Participant will be provided with a paper copy of any documents if the
attempted electronic delivery of such documents fails. Similarly, the Participant understands that the Participant must
provide the Company or any designated third party administrator with a paper copy of any documents if the attempted
electronic delivery of such documents fails. The Participant may revoke his or her consent to the electronic delivery of
documents described in Section 13.4(a) or may change the electronic mail address to which such documents are to be
delivered (if the Participant has provided an electronic mail address) at any time by notifying the Company of such
revoked consent or revised e-mail address by telephone, postal service or electronic mail. Finally, the Participant
understands that he or she is not required to consent to electronic delivery of documents described in Section 13.4(a).

13.5 Integrated Agreement. The Grant Notice, this Option Agreement and the Plan, together with the
Superseding Agreement, if any, shall constitute the entire understanding and agreement of the Participant and the
Participating Company Group with respect to the subject matter contained herein and supersede any prior agreements,
understandings, restrictions, representations, or warranties among the Participant and the Participating Company Group
with respect to such subject matter. To the extent contemplated herein, the provisions of the Grant Notice, the Option
Agreement and the Plan shall survive any exercise of the Option and shall remain in full force and effect.

13.6 Applicable Law. This Option Agreement shall be governed by the laws of the State of Nevada as such
laws are applied to agreements between Nevada residents entered into and to be performed entirely within the State of
Nevada.

13.7 Counterparts. The Grant Notice may be executed in counterparts, each of which shall be deemed an
original, but all of which together shall constitute one and the same instrument.



ITEM 8§ EXHIBIT

VIRTRA, INC.
FORM OF NOTICE OF GRANT OF STOCK OPTION FOR 2017 EQUITY INCENTIVE PLAN
(For U.S. Participants)

VirTra, Inc. (the “Company”’) has granted to the Participant an option (the “Option””) to purchase certain shares of Stock pursuant to
the VirTra, Inc. 2017 Equity Incentive Plan (the “Plan’), as follows:

Participant: Employee ID:
Date of Grant:

Number of Option Shares: __ , subject to adjustment as provided by the Option Agreement.

Exercise Price: $

Vesting Start Date:

Option Expiration Date: The tenth anniversary of the Date of Grant

Tax Status of Option: Stock Option. (Enter “Incentive” or “Nonstatutory.” If blank, this Option will be a Nonstatutory
Stock Option.)
Vested Shares: Except as provided in the Option Agreement and provided the Participant’s Service has not terminated

prior to the applicable date, the number of VVested Shares (disregarding any resulting fractional share) as
of any date is determined by multiplying the Number of Option Shares by the “Vested
Ratio™ determined as of such date, as follows:

Vested Ratio

Prior to first anniversary of Vesting Start Date 0
On first anniversary of Vesting Start Date (the “Initial Vesting Date”) 1]
Plus

For each additional full month of the Participant’s Service from the Initial Vesting Date
until the Vested Ratio equals 1/1, an additional [1

Superseding Agreement: [None]

By their signatures below or by electronic acceptance or authentication in a form authorized by the Company, the Company and the
Participant agree that the Option is governed by this Grant Notice and by the provisions of the Option Agreement and the Plan, both of
which are made a part of this document, and by the Superseding Agreement, if any. The Participant acknowledges that copies of the
Plan, the Option Agreement and the prospectus for the Plan are available on the Company’s internal web site and may be viewed and
printed by the Participant for attachment to the Participant’s copy of this Grant Notice. The Participant represents that the Participant
has read and is familiar with the provisions of the Option Agreement and the Plan, and hereby accepts the Option subject to all of their
terms and conditions.

VIRTRA, INC. PARTICIPANT
By:
[officer name] Signature
[officer title]
Date
Address:
Address

ATTACHMENTS: 2017 Equity Incentive Plan, as amended to the Date of Grant; Stock Option Agreement, Exercise Notice and
Plan Prospectus





