SECURITIES AND EXCHANGE COMMISSION

FORM 8-K

Current report filing

Filing Date: 2020-04-01 | Period of Report: 2020-04-01
SEC Accession No. 0001104659-20-041900

(HTML Version on secdatabase.com)

Mailing Address Business Address
ORTHOPEDIATRICS CORP 2850 FRONTIER DRIVE 2850 FRONTIER DRIVE
CIK:1425450| IRS No.: 261761833 | Fiscal Year End: 1231 WARSAW IN 46582 WARSAW IN 46582

Type: 8-K | Act: 34 | File No.: 001-38242 | Film No.: 20765983
SIC: 3841 Surgical & medical instruments & apparatus

Copyright © 2020 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

574-268-6379


http://www.sec.gov/Archives/edgar/data/0001425450/000110465920041900/0001104659-20-041900-index.htm
http://edgar.secdatabase.com/331/110465920041900/filing-main.htm
https://research.secdatabase.com/CIK/1425450
https://research.secdatabase.com/CIK/1425450
https://research.secdatabase.com/FileNumber/138242
https://research.secdatabase.com/SIC/3841
https://www.secdatabase.com

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

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

Date of Report (Date of earliest event reported): April 1, 2020

OrthoPediatrics Corp.

(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of incorporation)

001-38242 26-1761833
(Commission File Number) (IRS Employer Identification No.)
2850 Frontier Drive
Warsaw, Indiana 46582
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (574) 268-6379

Not Applicable
(Former name or former address, if changed since last report)

Securities registered pursuant to Section 12(b) of the Act:

Trading Name of each exchange
Title of each class Symbol(s) on which registered
Common Stock, $0.00025 par value per share KIDS Nasdaq Global Market

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

[0 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
O Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
O Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 under the Securities Act (17 CFR
230.405) or Rule 12b-2 under the Exchange Act (17 CFR 240.12b-2).
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Emerging growth company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act
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Item 1.01. Entry Into a Material Definitive Agreement.

On April 1, 2020, OrthoPediatrics Corp. (the “Company”) entered into a Share Purchase Agreement (the “Purchase Agreement”)
with ApiFix Ltd., a private company incorporated under the laws of the State of Israel (“ApiFix”), certain controlling shareholders
of ApiFix (together with all other shareholders thereof, who have agreed to be bound thereby, collectively, the “Sellers”), and the
Sellers’ representative named therein (the “Sellers’ Representative™), providing for the purchase by the Company of all of the issued and
outstanding shares of stock of ApiFix (the “Acquisition”) from the Sellers. ApiFix has developed and manufactures a minimally invasive
deformity correction system for patients with Adolescent Idiopathic Scoliosis (AIS) (the “ApiFix System”).

Under the terms of the Purchase Agreement, consideration of (a) $2 million in cash, and (b) 934,783 shares of common stock, $0.00025
par value per share, of the Company (“Common Stock”), representing approximately $37 million (based on a closing share price of
$39.64 on March 31, 2020), will be paid by the Company on the date the Acquisition closes (the “Closing Date”). The purchase price is
subject to a post-closing working capital adjustment.

In addition to the consideration set forth above (the “Closing Purchase Price”), the Company has also agreed to pay as part of the purchase
price the following payments (each, an “Anniversary Payment” and, collectively, the “Anniversary Payments”): (i) $13 million on the
second anniversary of the Closing Date, provided that such payment will be paid earlier if 150 clinical procedures using the ApiFix
System are completed in the United States before such anniversary date; (ii) $8 million on the third anniversary of the Closing Date; and
(iii) $9 million on the fourth anniversary of the Closing Date. In addition, to the extent that the product of the Company’s revenues from
the ApiFix System for the twelve months ended June 30, 2024 multiplied by 2.25 exceeds the Anniversary Payments actually made for
the third and fourth years (or subject to offset as a result of the occurrence of a Reduction Event (as defined below)), the Company has
agreed to pay the Sellers the amount of such excess (the “System Sales Payment”). The Anniversary Payments and the Systems Sales
Payment may each be made in cash and/or Common Stock, subject to certain limitations; provided that the Company shall make the
determination with respect to Anniversary Payments and the Sellers’ Representative shall make the determination with respect to the
Systems Sales Payment, if any.

Notwithstanding the foregoing, in the event that, prior to the fourth anniversary of the Closing Date, the ApiFix System (A) loses its
humanitarian device exemption from the United States Food and Drug Administration (the “FDA”), or other approval of the FDA, or its
Conformité Européenne mark under European Union legislation, as a result safety events; or (B) experiences an implant failure rate in
excess of ten percent (10%) due to breakage, as calculated at the time of each of the Anniversary Payments (each a “Reduction Event”),
each of the Anniversary Payments, to the extent still payable by the Company at the relevant time, shall each be reduced up to a total
reduction of $15 million.

In addition, if the Company sells a majority of the intellectual property comprising, or embodied in, the ApiFix System to a third party,
through a sale of assets, an exclusive license of intellectual property rights, a sale of stock of the Company or otherwise (an “ApiFix
Divestiture”), on or before June 30, 2024, then the Company’s obligation to make the payments under the Purchase Agreement shall
remain effective; provided that the amount payable (excluding the Closing Purchase Price) shall be the higher of: (a) $45 million less any
of the Anniversary Payments already made by the Company (or subject to offset as a result of a Reduction Event (if triggered); and (b) the
sum of the second year Anniversary Payment (unless previously paid or subject to offset as a result of a Reduction Event (if triggered))
and the System Sales Payment. In the event of an ApiFix Divestiture, the remaining payments are payable in cash and/or Common Stock
as determined by the Sellers’ Representative.
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The Purchase Agreement contains negotiated representations, warranties and covenants by the Sellers and the Company, which are
believed to be customary for transactions of this kind. The assertions embodied in such representations and warranties are qualified by
information contained in confidential disclosure schedules that the parties exchanged in connection with signing the Purchase Agreement.
In addition, these representations and warranties (i) may be intended not as statements of fact, but rather as a way of allocating risk to
one of the parties if those statements prove to be inaccurate, (ii) may apply materiality standards different from what may be viewed
as material to investors and (iii) were made only as of the date of the Purchase Agreement or as of such other date or dates as may be
specified in the Purchase Agreement. Moreover, information concerning the subject matter of such representations and warranties may
change after the date of the Purchase Agreement, which subsequent information may or may not be fully reflected in the Company’s
public disclosures. Investors are urged not to rely on such representations and warranties as characterizations of the actual state of facts
or circumstances at this time or any other time.

The foregoing description of the Purchase Agreement is qualified in its entirety by reference to the complete text thereof, a copy of which
is included as Exhibit 2.1 to this Current Report on Form 8-K and is incorporated herein by reference.

Item 2.01. Completion of Acquisition or Disposition of Assets.

On April 1, 2020, concurrently with the execution and delivery of the Purchase Agreement described in Item 1.01, the Company and the
Sellers completed the Acquisition. The information disclosed in response to Item 1.01 is incorporated herein by reference.

Item 3.02. Unregistered Sales of Equity Securities.

The information set forth under Item 1.01 regarding the issuance of the Common Stock pursuant to the Purchase Agreement is
incorporated by reference into this Item 3.02. As part of the aggregate consideration payable on the Closing Date, the Company issued
the number of shares of Common Stock set forth above. The issuance of the Common Stock was made in reliance upon an exemption
provided under Section 4(a)(2) of the Securities Act of 1933, as amended.

Item 7.01. Regulation FD Disclosure.

On April 1, 2020, the Company issued a press release, a copy of which is furnished herewith as Exhibit 99.1 and is incorporated herein
by reference, announcing the completion of the Acquisition and its intention to provide additional details about the Acquisition during
a conference call and webcast at 8:30 a.m., Eastern Time, on April 2, 2020. The Company has prepared an investor presentation for
purposes of the conference call and webcast, a copy of which presentation is furnished herewith as Exhibit 99.2 and is incorporated
herein by reference. The presentation is also available on the investor relations page of the Company’s website at
http://www.orthopediatrics.com.

The information contained in this Item 7.01 (including Exhibits 99.1 and 99.2) is being furnished and shall not be deemed “filed” for
purposes of Section 18 of the Exchange Act, or otherwise subject to the liabilities of that Section. The information in this Current Report
shall not be deemed incorporated by reference in any filing under the Securities Act or the Exchange Act, except as expressly set forth by
specific reference in such a filing.
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Item 9.01. Financial Statements and Exhibits.

(a)

(®)

(d

Financial Statements of Businesses Acquired.

To the extent required, the Company intends to file the financial statements required by Item 9.01(a) as part of an amendment
to this Current Report on Form 8-K no later than 71 calendar days after the required filing date for this Current Report on Form
8-K.

Pro Forma Financial Information.
To the extent required, the Company intends to file the pro forma financial information required by Item 9.01(b) as an

amendment to this Current Report on Form 8-K no later than 71 days after the required filing date for this Current Report on
Form 8-K.

Exhibits.
Exhibit No. Description
Share Purchase Agreement, dated April 1, 2020, by and among OrthoPediatrics Corp., ApiFix
2.1% Ltd. (“ApiFix”), certain controlling shareholders of ApiFix, and the sellers’ representative named
therein.
99.1 Press Release, dated April 1, 2020.
99.2 Investor Presentation, dated April 2, 2020.

The schedules to the Purchase Agreement have been omitted pursuant to Item 601(b)(2) of Regulation S-K. The Company
*  agrees to furnish a copy of any schedule omitted from the Purchase Agreement to the Securities and Exchange Commission
(the “SEC”) upon request.

Cautionary Note on Forward-Looking Statements

This Current Report contains forward-looking statements within the meaning of the U.S. Private Securities Litigation Reform Act of 1995
and other federal securities laws. Any statements contained herein that do not describe historical facts are forward-looking statements that
involve risks and uncertainties that could cause actual results to differ materially from those discussed in such forward-looking statements.
Such risks and uncertainties include, among others: the risks related to COVID-19, the impact such pandemic may have on the demand
for the Company’s products, and the Company’s ability to respond to the related challenges; and the risks detailed from time to time in
the Company’s SEC filings, including those described under “Risk Factors” in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2019, and in subsequent filings with the SEC. Any of these risks and uncertainties could materially and adversely
affect the Company’s results of operations. The Company cautions you not to place undue reliance on any forward-looking statements,
which speak only as of the date they are made. The Company undertakes no obligation to update publicly any forward-looking statements
to reflect new information, events or circumstances after the date they were made or to reflect the occurrence of unanticipated events.

* % % k%
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SIGNATURE

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

OrthoPediatrics Corp.

Date: April 1, 2020 By: /s/ Daniel J. Gerritzen

Daniel J. Gerritzen,
General Counsel and Secretary
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Exhibit 2.1

SHARE PURCHASE AGREEMENT

BY AND AMONG

ORTHOPEDIATRICS CORP.
AS PURCHASER,
THE MAJOR SHAREHOLDERS (AS DEFINED HEREIN),
APIFIX LTD.
AS COMPANY
AND
TRENDLINES INCUBATORS ISRAEL LTD.

AS SELLERS’ REPRESENTATIVE

DATED APRIL 1, 2020
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SHARE PURCHASE AGREEMENT

This SHARE PURCHASE AGREEMENT (this “Agreement”) is made and entered into as of April 1, 2020, by and among
(i) OrthoPediatrics Corp., a Delaware corporation (“Purchaser”), (ii) the shareholders set forth on Schedule 2.1 as Major Shareholders
(each referred to herein as a “Major Shareholder” and collectively as the “Major Shareholders™), (iii) ApiFix Ltd., a private company
incorporated under the laws of the State of Israel, having its registered address at 17 T’chelet St., Misgav, 20174 ISRAEL, with company
registration no. 514584747 (the “Company”) and (iv) Trendlines Incubators Israel Ltd. a private company incorporated under the laws of
the State of Israel, having its registered address at 17 T’chelet St., Misgav, 20174 ISRAEL, with company registration no. 512229584, as
“Sellers’ Representative”, solely in its capacity as the Sellers’ Representative.

WHEREAS, at the Closing, the Major Shareholders together with all the other shareholders of the Company as listed under
Schedule 2.1 as minor shareholders (the “Minor Shareholders”) shall collectively own all of the issued and outstanding shares (the
“Shares”) of the Company; and

WHEREAS, the Major Shareholders and the Minor Shareholders (together the “Shareholders™) desire to sell the Shares to the
Purchaser, and the Purchaser desires to purchase the Shares from the Shareholders;

NOW, THEREFORE, in consideration of the mutual agreements and covenants hereinafter set forth, and for good and valuable
consideration, the receipt, sufficiency and adequacy of which are hereby acknowledged, the parties hereto hereby agree as follows:

ARTICLE 1
PURCHASE AND SALE: CLOSING

Section 1.1 Purchase and Sale of Shares.

(a) Subject to the terms and conditions set forth in this Agreement, at the Closing, each of the Shareholders,
severally and not jointly, shall sell, transfer, and assign to the Purchaser and the Purchaser shall purchase and assume from the
Shareholders all of the Shares free and clear of all Encumbrances. The portion of the Shares to be transferred by each Shareholder to
the Purchaser shall be set forth opposite such Shareholder’s name on Schedule 2.1 attached hereto (the “Consideration Spreadsheet™).
In addition, each Option (whether vested or unvested) outstanding immediately prior to the Closing shall be deemed fully vested and
shall be cancelled, pursuant to a determination by the Board of Directors of the Company, and in full satisfaction thereof, the holder
thereof shall be entitled to receive his, her, or its Pro Rata Portion of the Purchase Price as set forth in the Consideration Spreadsheet
(payable to such holder for the Shares of the Company to which the Options held by such holder are exercisable), over the aggregate
exercise price of such Option, as set forth in the Consideration Spreadsheet. No Option, whether vested or unvested, shall be assumed
by the Purchaser and upon completion of the transactions contemplated hereunder, the Purchaser will have acquired one hundred
percent (100%) of the Shares of the Company.

(b) Prior to the Closing, each holder of Options listed under Schedule 2.1 as an option holder (each an “Option
Holder”) shall sign an acknowledgement in connection with the treatment of the Options, as the case may be, in the form set forth as
Exhibit A (the “Option Acknowledgment”).
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(©) Prior to the Closing, each Minor Shareholder shall sign an acknowledgement in connection with the
treatment of its Shares, as the case may be, in the form set forth as Exhibit B (the “Shareholder Acknowledgment”).

The Shareholders together with the Option Holders, shall together be referred to herein as “Sellers” and each of
the Sellers shall be entitled to the payments of the Purchase Price, to be made through the Payment Agent, as provided in the
Consideration Spreadsheet, and under the terms further detailed under this Agreement.

Section 1.2 Purchase Price.
(a) Price. The aggregate purchase price (the “Purchase Price”) for the Shares and other securities of the
Company (jointly, the “Securities”), which has been initially determined based on a “cash free / debt free basis” (as provided below),

shall be the sum of the following, subject to the adjustments set forth in this Agreement:

) Two Million and 00/100 Dollars ($2,000,000.00) payable in cash on the Closing Date (the
“Closing Cash Amount of the Purchase Price”);

(i) Nine Hundred Thirty-Four Thousand Seven Hundred Eighty-Three (934,783) shares of KIDS
Stock on the Closing Date (the “Closing OrthoPediatrics Stock™, together with the Closing Cash Amount of the
Purchase Price, collectively, the “Closing Purchase Price”);

(iii) Thirteen Million and 00/100 Dollars ($13,000,000.00) payable in cash and/or in shares of KIDS
Stock as determined by the Purchaser (provided, however, that the cash component shall not be less than twenty-five
percent (25%) of such payment) upon the earlier of the following to occur: (1) completion of one hundred fifty (150)
clinical procedures in the United States with the ApiFix System as documented on the Purchaser’s records, or (2) the
second anniversary of the Closing Date (the “Second Year Payment”);

(iv) Eight Million and 00/100 Dollars ($8,000,000.00) payable in cash and/or in shares of KIDS Stock
as determined by the Purchaser (provided, however, that the cash component shall not be less than twenty-five percent
(25%) of such payment) on the third anniversary of the Closing Date (the “Third Year Payment”); and

W) Nine Million and 00/100 Dollars ($9,000,000.00) payable in cash and/or in shares of KIDS Stock
as determined by the Purchaser (provided, however, that the cash component shall not be less than twenty-five percent
(25%) of such payment) payable on the fourth anniversary of the Closing Date (the “Fourth Year Payment”);
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(vi) A sum (if a positive number) equal to two and one-quarter (2.25) multiplied by the ApiFix Systems
Revenues minus the Third Year Payment and the Fourth Year Payment actually made by Purchaser (or actually being
subject to offset as a result of a Reduction Event (if triggered) in accordance with the provisions hereof) shall be payable
in cash and/or in shares of KIDS Stock as determined by the Sellers’ Representative (provided, however, that the cash
component shall not be less than twenty-five percent (25%) of such sum) concurrently with the last Sales Report made
with respect to the ApiFix Systems Revenues Period (the “System Sales Payment”);

(vii) Notwithstanding the foregoing, if an ApiFix Divestiture occurs on or before the expiration of the
ApiFix Systems Revenues Period, then:

(A) the obligations to make any of the payments hereunder shall remain the Purchaser’s undertakings effective
in accordance with the provisions hereof, and

(B) the total amount payable under this Agreement (excluding the Closing Purchase Price) shall instead be
equal to the higher of: (a) Forty-Five Million and 00/100 Dollars ($45,000,000.00), subject to deductions of any Second
Year Payment, Third Year Payment and Fourth Year Payment already made by Purchaser (or actually being subject to
offset as a result of a Reduction Event (if triggered) in accordance with the provisions hereof), payable in cash and/or in
shares of KIDS Stock as determined by the Sellers’ Representative (subject to the following provision); and (b) the sum
of the Second Year Payment (unless previously paid or subject to offset as a result of a Reduction Event (if triggered)
in accordance with the provisions hereof) together with the System Sales Payment payable in cash and/or in shares of
KIDS Stock as determined by the Sellers’ Representative.

Notwithstanding the foregoing, upon the occurrence of one of the following events prior to the fourth anniversary of
the Closing Date, and provided Purchaser is not in breach of the provisions of Section 1.3 below, either the Second Year Payment, the
Third Year Payment and/or the Fourth Year Payment, to the extent still due and payable by Purchaser at the relevant time, shall each be
reduced up to a total reduction of Fifteen Million and 00/100 Dollars ($15,000,000.00) in the aggregate (the “Reduction Amount™): (A)
loss of humanitarian device exemption (HDE) (not including a loss of exemption due to obtaining approval under Premarket Approval or
510(k) processes) or FDA approval or CE Mark approval to the extent occurring solely due to safety events; or (b) implant failure due to
breakage exceeds ten percent (10%), as calculated at the time of the Second Year Payment, the Third Year Payment and the Fourth Year
Payment, respectively, of procedures when treated patients fall under HDE indications and there was a successful implantation procedure
(each a “Reduction Event”). A Reduction Event shall not have occurred if the failure or safety event triggering the occurrence was solely
due to design, manufacturing process or materials changes made by Purchaser from those existing in the ApiFix System at Closing or
otherwise contemplated by Company or the Subsidiary at the time of Closing. The Purchaser’s sole remedy with respect to the Reduction
Amount shall be to set-off such reduction only against any Second Year Payment, Third Year Payment, Fourth Year Payment, System
Sales Payment or payment upon a ApiFix Divesture not yet made at the occurrence of such Reduction Event, which are required to be
paid under Section 1.2(a)(iii), Section 1.2(a)(iv), Section 1.2(a)(v), Section 1.2(a)(vi) and Section 1.2(a)(vii), and any such set-off shall

be made proportionally from any cash and/or shares of KIDS Stock comprising the applicable payment.
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The number of shares of common stock of the Purchaser issued pursuant to Section 1.2(a)(iii), Section 1.2(a)(iv),
Section 1.2(a)(v), Section 1.2(a)(vi) and/or Section 1.2(a)(vii) respectively, shall be calculated as follows: (1) the amount of the
purchase price under the respective provision in Section 1.2(a)(iii), Section 1.2(a)(iv), Section 1.2(a)(v), Section 1.2(a)(vi) and/or Section
1.2(a)(vii) payable in shares of common stock of the Purchaser, divided by (2) the volume-weighted average for the thirty (30) trading
days ending three (3) Business Days prior to the issuance, as reported by Bloomberg, L.P. In the event the shares of common stock of the
Purchaser (or any successor entity subject to applicable undertakings hereunder following a Change of Control) are no longer listed on
NASDAQ or another reputable national securities exchange, the payments to be paid through issuance of shares of common stock shall
be payable only in cash.

(b) Certain Payments at Closing.

(1) Notice of Estimates. At least five (5) Business Days prior to the Closing Date, the Sellers’
Representative shall deliver to the Purchaser a written notice setting forth (A) an estimate of the Funded Indebtedness
as set forth in the Payoff Letters (the “Payoff Amount™); and (B) an estimate of the Transaction Expenses required to be
paid pursuant to Section 1.2(b)(iii) (“Estimated Transaction Expenses”), calculated in good faith, each as of the close
of business on the Closing Date.

(ii) Payment of Funded Indebtedness. At least five (5) Business Days prior to the Closing Date, the
Sellers’ Representative shall cause to be delivered to the Purchaser customary payoff letters (the “Payoff Letters”) from
each Person to whom the Company owes Funded Indebtedness as of the Closing, signed by the Persons to which such
Funded Indebtedness is payable, setting forth, among other things, (A) the amount required to pay off in full at the
Closing all Funded Indebtedness of the Company held by such Person, (B) wire transfer instructions for the payment
of such amounts, and (C) the commitment to release all Encumbrances, if any, which such Person may hold on the
Company or any of the assets of such parties upon receipt of the payoff amount set forth therein. At the Closing, the
Purchaser will pay through the Payment Agent to each Person to whom the Company owes Funded Indebtedness as of
immediately prior to the Closing the amounts set forth in the applicable Payoff Letter by wire transfer of immediately
available funds to the applicable accounts specified therein.

(iii) Payment of Transaction Expenses. At the Closing, the Purchaser through the Payment Agent
will pay or cause to be paid to each Person to whom the Company owes Transaction Expenses by wire transfer of
immediately available funds to the accounts and in the amounts designated by the Sellers’ Representative.

Copyright © 2020 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


https://www.secdatabase.com

@iv) Closing Net Working Capital Adjustment. The “Closing Net Working Capital Adjustment” shall
mean the difference between the Preliminary Net Working Capital in the Preliminary Net Working Capital Certificate
given pursuant to Section 1.2(c)(i) and the Target Net Working Capital (the “Adjustment Amount”). If the Preliminary
Net Working Capital is less than the Target Net Working Capital by an amount greater than Twenty Thousand and 00/
100 Dollars ($20,000.00), then the Closing Cash Amount of the Purchase Price shall be adjusted downward “dollar for
dollar” in an amount equal to the Adjustment Amount. If the Preliminary Net Working Capital is greater than the Target
Net Working Capital by an amount greater than Twenty Thousand and 00/100 Dollars ($20,000.00), then the Closing
Cash Amount of the Purchase Price shall be adjusted upward “dollar for dollar” in an amount equal to the Adjustment
Amount.

W) Cash Amount. At the Closing, the Purchaser shall pay by wire transfer of immediately available
funds to the Payment Agent’s account an amount equal to (1) the Closing Cash Amount of the Purchase Price, minus
(2) the Payoff Amount, minus (3) the Estimated Transaction Expenses, minus (4) the Closing Net Working Capital
Adjustment if an adjustment to the Closing Cash Amount of the Purchase Price is made pursuant to Section 1.2(b)(iv)
(the “Cash Amount”); provided, however if the Cash Amount is a negative number, then the Cash Amount at Closing
shall be zero (0) and Purchaser shall set-off the such negative amount against any Second Year Payment, Third Year
Payment, System Sales Payment, or payment upon a ApiFix Divestiture not yet made (the “Additional Adjustment
Amount”) in accordance with Section 1.2(c)(vii)(7).

(vi) Closing OrthoPediatrics Stock. At the Closing, the Purchaser shall transfer the Closing
OrthoPediatrics Stock to the Payment Agent (or, with respect to such KIDS Stock payable to the holders of Section 102
Options, to the Section 102 Trustee, in its capacity as 102 Trustee (even if not different than the Payment Agent).

(c) Purchase Price Adjustment.

1) At least five (5) Business Days prior to the Closing Date, the Sellers’ Representative shall prepare
and deliver to the Purchaser a statement (the “Preliminary Net Working Capital Certificate”) setting forth in reasonable
detail the Sellers’ Representative’s estimate of Net Working Capital (the “Preliminary Net Working Capital”) as of
the close of business on the Closing Date and the calculations supporting the Sellers’ Representative’s estimate. The
Preliminary Net Working Capital shall be calculated on a basis consistent with GAAP and the principles set forth
on Schedule 1.2(c)(i), and Net Working Capital shall include only the components of current assets (including cash
and cash equivalents) and current liabilities of the Company as have been agreed to by the parties hereto reflected on
Schedule 1.2(c)(i).
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(i1) Within sixty (60) days following the Closing Date, the Purchaser shall prepare and deliver to
the Sellers’ Representative a statement (the “Closing Statement”) setting forth in reasonable detail its calculation of
(1) Net Working Capital as of the close of business on the Closing Date, and calculated on a basis consistent with
GAAP and the principles set forth on Schedule 1.2(c)(i), and Net Working Capital shall include only the components
of current assets (including cash and cash equivalents) and current liabilities of the Company as have been agreed to
by the parties hereto reflected on Schedule 1.2(c)(i), (2) actual Transaction Expenses as of the close of business on the
Closing Date and (3) actual Funded Indebtedness as of the close of business on the Closing Date. If within thirty (30)
days after the Sellers’ Representative’s receipt of the Closing Statement (the “Objection Period”), the Purchaser has not
received an Objection Notice, then such Net Working Capital, Transaction Expenses and Funded Indebtedness set forth
on the Closing Statement shall be deemed the Final Net Working Capital, Final Transaction Expenses and Final Funded
Indebtedness, respectively, and the Purchase Price shall be adjusted (if at all) in accordance with Section 1.2(c)(vii);
however, if an Objection Notice has been delivered, then Section 1.2(c)(iii) and Section 1.2(c)(iv) hereof shall apply.

(iii) If the Sellers’ Representative in good faith disagrees with any portion of the Purchaser’s calculation
of Net Working Capital, Transaction Expenses or Funded Indebtedness as set forth in the Closing Statement, then the
Sellers’ Representative may, within the Objection Period, deliver a written notice to the Purchaser setting forth the
Sellers’ Representative’s objections thereto (the “Objection Notice). Any Objection Notice shall specify in detail any
good faith and reasonable disagreement as to the amount of the Net Working Capital, Transaction Expenses and Funded
Indebtedness and the Sellers’ Representative’s calculation of Net Working Capital, Transaction Expenses, and Funded
Indebtedness.

(iv) If an Objection Notice is timely received by the Purchaser within the Objection Period, the
Purchaser and the Sellers’ Representative shall, during the thirty (30) days following the Purchaser’s receipt of such
Objection Notice (the “Net Working Capital Settlement Deadline™), use their good faith, reasonable efforts to reach an
agreement on the disputed items. If such an agreement is reached prior to the Net Working Capital Settlement Deadline,
then the Net Working Capital, Transaction Expenses and Funded Indebtedness as so agreed shall be the Final Net
Working Capital, Final Transaction Expenses and Final Funded Indebtedness and the Purchase Price shall be adjusted,
if at all, in accordance with the provisions of Section 1.2(c)(vii). If the Purchaser and the Sellers’ Representative
are unable to reach such an agreement prior to the Net Working Capital Settlement Deadline, the Purchaser and the
Sellers’ Representative shall jointly retain PricewaterhouseCoopers LLP located at 101 W. Washington Street, Suite
1300, Indianapolis, Indiana 46204, which is independent of the parties, and has not in the past three (3) years provided
services to either of the parties (the “Accountant’) within thirty (30) days following the Net Working Capital Settlement
Deadline to resolve any remaining disagreements. The Purchaser and the Sellers’ Representative shall execute, if
requested by the Accountant, a reasonable engagement letter, including customary indemnification provisions in favor
of the Accountant. The Purchaser and the Sellers’ Representative shall direct the Accountant to render a determination
in writing as promptly as practicable (and in any event within thirty (30) Business Days after its retention) and
the Purchaser and the Sellers’ Representative shall cooperate with the Accountant during the engagement and make
available the records and workpapers necessary for its review. The Accountant shall consider only those items and
amounts set forth in the Objection Notice that the Purchaser and the Sellers’ Representative have been unable to resolve,
and the Accountant shall review only the records and workpapers submitted and base its determination solely on such
submissions and the related computational materials. In resolving any disputed item, the Accountant may not assign a
value to any item greater than the greatest value of such item claimed by the Purchaser or the Sellers’ Representative
or less than the smallest value for such item claimed by the Purchaser or the Sellers’ Representative. The Accountant’s
determination shall be based on the definitions included herein and shall otherwise be made in accordance with this
Agreement, including the principles set forth on Schedule 1.2(c)(i). The determination of the Accountant shall be
conclusive and binding upon the parties hereto, and the Purchase Price shall be adjusted, if at all, in accordance with
the provisions of Section 1.2(c)(vii). The Purchaser and the Sellers’ Representative shall each bear fifty percent (50%)
of the fees and expenses of the Accountant. The Purchaser, the Sellers’ Representative and the Sellers shall each bear
one hundred percent (100%) of their own related expenses other than expenses related to the Accountant.
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W) The Net Working Capital, Transaction Expenses and Funded Indebtedness either as agreed to by
the Sellers’ Representative and the Purchaser, or as deemed final pursuant to Section 1.2(c)(ii), or as adjusted pursuant
to Section 1.2(c)(iv), shall be final and binding on the parties hereto and will be referred to as the “Final Net Working
Capital,” Final Transaction Expenses,” and “Final Funded Indebtedness,” respectively.

(vi) The Purchaser and the Sellers’ Representative shall cooperate and assist in good faith in the
determination of the Final Net Working Capital, Final Transaction Expenses and Final Funded Indebtedness and in the
conduct of the reviews referred to in this Section 1.2, including making available, to the extent reasonably necessary,
books, records, work papers and personnel at such reasonable times as the Purchaser or the Sellers’ Representative shall
request and permitting (at the expense of the requesting party) the copying of records or extracts thereof reasonably
requested.

(vii) The Purchase Price shall be adjusted as follows following the Closing:

(1)  If the Closing Cash Amount of the Purchase Price was adjusted by the Adjustment
Amount at Closing and the Final Net Working Capital is less than the Preliminary Net Working Capital by
an amount greater than Twenty Thousand and 00/100 Dollars ($20,000.00), then the Sellers will pay to the
Purchaser the positive difference between the Preliminary Net Working Capital and the Final Net Working
Capital in accordance with Section 1.2(c)(vii)(7) below.
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2) If the Closing Cash Amount of the Purchase Price was adjusted by all of the
Adjustment Amount at Closing except for the Additional Adjustment Amount and the Final Net Working
Capital is less than the Preliminary Net Working Capital by an amount greater than Twenty Thousand and
00/100 Dollars ($20,000.00), then the Sellers will pay to the Purchaser the Additional Adjustment Amount
plus the positive difference between the Preliminary Net Working Capital and the Final Net Working
Capital, in accordance with Section 1.2(c)(vii)(7) below.

(3)  If the Cash Amount was not adjusted at Closing by the Adjustment Amount and the
Final Net Working Capital is less than the Target Net Working Capital by an amount greater than Twenty
Thousand and 00/100 Dollars ($20,000.00), then the Sellers will pay to the Purchaser the positive difference
between the Target Net Working Capital and the Final Net Working Capital in accordance with Section

1.2(c)(vii)(7) below.

4) If the (A) Final Transaction Expenses plus Final Funded Indebtedness is greater than
(B) the Payoff Amount plus Estimated Transaction Expenses, then the Sellers will pay to the Purchaser the
positive difference between clause (A) and clause (B) in accordance with Section 1.2(c)(vii)(7) below.

®)] If the (A) Final Transaction Expenses plus Final Funded Indebtedness is less than
(B) the Payoff Amount plus Estimated Transaction Expenses, then the Purchaser shall promptly pay the
Payment Agent (for the benefit of Sellers) the positive difference between clause (A) and clause (B) in
accordance with Section 1.2(c)(vii)(6) below.

(6)  Payments required to be made pursuant to Section 1.2(c)(vii)(5), if any, shall be
made by the Purchaser within five (5) Business Days after the Final Net Working Capital, Final Transaction
Expenses and Final Funded Indebtedness are determined by wire transfer of immediately available funds to
the Payment Agent (for the benefit of the Sellers).

(7)  If payments are required to be made by the Sellers to the Purchaser pursuant to
Section 1.2(c)(vii)(1).(2). (3) or (4), if any, the Purchaser shall set-off such payments against any Second
Year Payment, Third Year Payment, Fourth Year Payment, System Sales Payment, or payment upon an
ApiFix Divestiture not yet made provided that any such set-off shall be made proportionally from any cash
and/or shares of KIDS Stock comprising the applicable payment.
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(viii) To the extent permitted by Law, any payments made under Section 1.2(c), shall be deemed
adjustments to the Purchase Price for U.S. federal, state and local income Tax purposes.

Section 1.3 Commercialization of the ApiFix Medical Devices and Systems.
(a) The Sellers are entering the transactions hereunder, inter alia, pursuant to the Purchaser’s undertakings

that following the Closing, Purchaser shall operate the Company in a manner which in good faith should allow the Company to meet
the Second Year Payment and the System Sales Payment, and avoid any Reduction Event. Purchaser shall not operate the Company
in bad faith to manipulate the Company’s revenue during the ApiFix Systems Revenues Period and its ability to avoid any Reduction
Event; provided, however, nothing contained herein shall prevent the Purchaser or the Company from acquiring or developing products
or technology which directly compete with the ApiFix System.

(b) In no event, other than following and in connection with a Change of Control or ApiFix Divestiture
consummated in accordance with the provisions of this Agreement and subject to the continuing obligation of the successor acquirer in
connection with the operation of the Business as provided herein, shall Purchaser, prior to the expiration of the ApiFix Systems Revenues
Period: (i) discontinue the development, production, sales and marketing of the ApiFix Systems and/or any component, part or portion
thereof, and/or (ii) sell, transfer, out license or in any manner dispose of any material portion of the Company Owned Intellectual Property
comprising the or embodied in the ApiFix System to a third party (not including another subsidiary of Purchaser).

Section 1.4 Payments and Reporting Obligations.

(a) So long as the Shareholders are entitled to any payments on account of the Purchase Price, Purchaser (and
any successor thereof) shall submit to the Sellers’ Representative the following written reports:

1) For as long as the Fourth Year Payment is still outstanding, quarterly reports made within ten (10)
Business Days following the expiration of each calendar quarter regarding the completion of the clinical procedures in the United States
with the ApiFix System as documented on the Purchaser’s record, certified by the CEO or CFO of Purchaser, as well as a copy of the
reports submitted to the FDA regarding implementations of the ApiFix Systems (in each event, with respect to Purchaser and each of its
Affiliates).

(i) For as long as the System Sales Payment is still outstanding, (i) no later than ten (10) Business
Days after the approval and/or publication of Purchaser's audited/reviewed applicable quarterly financial statements (but in any event, not
later than ninety (90) days after the expiration of the applicable calendar quarter), and (ii) no later than ten (10) Business Days after the
approval of Purchaser’s audited annual applicable financial statements (but in any event, not later than one hundred twenty (120) days
after the expiration of the applicable calendar year), annual reports detailing in each case, with respect to any ApiFix Systems (including
if any ApiFix Systems constitutes a part of a Bundled Sale hereunder), the total worldwide revenues recognized in the applicable audited/
reviewed consolidated financial statements of Purchaser and/or the Company and/or any of their applicable Affiliates in respect of the sale
and/or the provision of any service related to the ApiFix Systems during the relevant period, all such reports being certified by the CEO
or CFO of Purchaser. At its request Seller’s Representative may request that the Purchaser’s outside accountant (or an accountant chosen
by Seller’s Representative which is reasonably acceptable to Purchaser) certify the annual report, provided that Seller’s Representative
(on behalf of all Sellers in accordance with their Pro Rata Portions), shall bear the expense of each such certificate.
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(iii) In the event of the occurrence of any Change of Control or an ApiFix Divestiture, prompt notice
regarding the consummation of such Change of Control or an ApiFix Divestiture (but in any event within five (5) Business Days
following the occurrence of such Change of Control), including the identity of the acquirer and reasonable details about the transaction,
such report being certified by the CEO or CFO of Purchaser.

@iv) In the event of the occurrence of a Reduction Event, a prompt notice (but in any event within ten
(10) Business Days following the occurrence of such Reduction Event) regarding the occurrence of such Reduction Event in reasonable
details, such report being certified by the CEO or CFO of Purchaser. At its request and at its own expense, Seller’s Representative may
request that an industry expert reasonably acceptable to Purchaser verify the occurrence of a Reduction Event.

(b) Amounts payable (whether in cash or stock) to the Sellers shall be transferred to the Payment Agent (and
allocated between all Sellers in accordance with the Consideration Spreadsheet subject to the provisions hereof), accompanied by a
written certificate by the CEO or CFO of Purchaser (or CEO or CFO of any successor thereof) made to the Sellers’ Representative and
describing the manner of calculation of the applicable payment.

Section 1.5 Sellers’ Representative’s Right to Audit.

(a) Purchaser (or any successor thereof) shall keep, and shall require the Company and its other applicable
Affiliates to keep, full, true and accurate records containing all particulars that may be available and necessary in connection with
determining and making any of the Purchase Price payments. The Sellers’ Representative shall, at its own expense, have the right to
engage the Accountant, to perform, on behalf of Sellers’ Representative, a verification, review or audit, as the case may be, of the
operations of the Business following the Closing (including without limitation, the applicable financial statements of Purchaser (or any
successor thereof), the Company and/or any of their Affiliates), and prepare an applicable report or opinion based on such verification,
review or audit, as the case may be (each a “Report”). Such audit right may only be exercised once during each twelve (12) month period
from the Closing Date through the last payment made by Purchaser hereunder. Sellers’ Representative shall provide Purchaser with notice
of its audit demand no later than sixty (60) days in advance.

(b) Such verification, review or audit shall be conducted during regular business hours in such a manner as to not
interfere with the normal business activities of Purchaser, the Company, its Affiliates and cooperation partners. All information, data and
documents obtained through such audit shall be used only for the purpose of verifying the Seller’s rights to the Purchase Price or any
portion thereof hereunder and shall be treated as Confidential Information of Purchaser and the Company subject to the obligations of
this Agreement.

10

Copyright © 2020 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


https://www.secdatabase.com

(c) Sharing of Final Reports. The Accountant shall share all draft Reports with the Purchaser and Sellers’
Representative before the final report (the “Final Report™) is issued. For clarity, none of the parties shall have any approval rights
with respect to any such Report and the Accountant shall not be obligated to make any modifications to any Report based on any
recommendation of Purchaser (or any successor thereof) or the Sellers’ Representative. The Final Report shall be shared with Purchaser
and Sellers’ Representative simultaneously within a period of thirty (30) Business Days following the appointment of the Accountant
and, absent clear error, be binding on Purchaser, the Company and Sellers’ Representative regarding the Sellers’ right to any portion of
the Purchase Price hereunder. To the extent that the Accountant’s Final Report finds that any reporting or payments by the Purchaser
(or any successor thereof) have been inaccurate in excess of five percent (5%), then the fees for the Accountant shall be borne by the
Purchaser. In the event that any audit performed reveals an underpayment to the Sellers in excess of five percent (5%), then Purchaser (or
any successor thereof) shall reimburse the Sellers for the full amount of such underpayment within five (5) Business Days.

Section 1.6 Closing. The closing (the “Closing”) of the transaction contemplated hereby shall take place
contemporaneously with the execution of this Agreement at the offices of Dentons Bingham Greenebaum LLP, 2700 Market Tower,
10 West Market Street, Indianapolis, Indiana 46204, or such other date (the “Closing Date”) mutually agreeable by the parties, at such
location as the parties mutually agree. The Closing shall be deemed effective as of 11:59 p.m. Eastern Daylight Time as of the Closing
Date. All actions taken at the Closing shall be deemed to be performed simultaneously, and the Closing shall not have deemed to have
occurred until all required actions of the parties pursuant to this Agreement have been performed.

Section 1.7 Closing Deliverables.

(a) At the Closing, the Company, each Seller and/or the Sellers’ Representative, as applicable, shall deliver or
cause to be delivered to the Purchaser:

(1) with respect to the Shares: (i) share transfer deeds in substantially the form attached hereto as Exhibit
C-1 duly executed by the Shareholders (the “Share Transfer Deeds™); (ii) a share certificate in the name of the Purchaser
in substantially the form attached hereto as Exhibit C-2 duly executed by the Company (the “Share Certificates™); (iii)
an updated register of shareholders of the Company, showing the Purchaser’s title to the Shares in substantially the
form attached hereto as Exhibit C-3, duly signed by the relevant officers of the Company (the “Shareholder Register™);
and (iv) a copy of a duly complete and executed notice to the Israeli Registrar of Companies with regard to the transfer
of the Shares in substantially the form attached hereto as Exhibit C-4, to be filed promptly following Closing;

(ii) a counterpart to each Related Document to which any of the Sellers or Sellers’ Representative or the
Company is a party, duly executed and delivered by a duly authorized Representative of such Person;
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(iii) if such Seller is an Option Holder, an Option Acknowledgment;
(iv) if such Seller is a Minor Shareholder, a Shareholder Acknowledgment;

W) a current certificate of status or an updated extract of the Company issued by the Israeli Registrar of
Companies, certified and translated into English, and a certificate of good standing of the Subsidiary;

(vi) a copy of the certificate of incorporation and the articles of association of the Company, both
certified by an officer or other representative of the Company, and a copy of the certificate of incorporation and bylaws
of the Subsidiary, both certified by an officer or other representative of the Subsidiary, all in form and substance
reasonably satisfactory to the Purchaser;

(vii) a general release of Sellers in the form of Exhibit D, dated as of the Closing Date (the “Sellers’
Release™);
(viii) a written resignation (effective as to the Closing) in form and substance reasonably acceptable to

the Purchaser from any individuals identified on Schedule 1.7(a)(viii), and a copy of a duly completed and executed
notice to the Israeli Registrar of Companies with regard to their resignation and the appointment of the directors to be
appointed on behalf of the Purchaser, in substantially the form attached hereto as Exhibit E;

(ix) evidence reasonably satisfactory to the Purchaser that any individuals identified on Schedule
1.7(a)(ix) no longer has access to or signing authority with respect to the bank accounts of the Company;

(x) evidence of the termination (e.g., payoff letters) of all Funded Indebtedness and the release of all
Encumbrances filed or outstanding against the Shares or the Company’s assets, if any;

(xi) a non-competition and non-solicitation agreement executed by Paul Mraz, Uri Arnin and Yizhar
Floman, M.D., in substantially the form attached hereto as Exhibit F (the “Non-Competition Agreement”);

(xii) any minute books, accountability records, equity ledger or other organizational document of the
Company and the Subsidiary;

(xiii) each Required Consent obtained from each Person identified on Schedule 2.5(b) whose waiver of
a right or default or consent to the transactions contemplated by this Agreements is required to be obtained prior to

Closing;

(xiv) evidence of the purchase of the “run-off policies” pursuant to Section 4.3;
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(xv) evidence of termination of all agreements set forth on Schedule 1.7(a)(xv); and

(xvi) such other agreements and documents required to be delivered by the Company, Sellers’
Representative or Sellers at or prior to the Closing pursuant to this Agreement or as the Sellers’ Representative and the
Purchaser may mutually agree.

(b) At the Closing, the Purchaser shall deliver or cause to be delivered:

(1) to the Payment Agent, the aggregate Cash Amount in the respective amounts specified in Section
1.2(b) to the bank account of the Payment Agent specified in Section 1.2(b), with instructions to the Payment Agent to
disburse the Cash Amount as set forth in the Consideration Spreadsheet and the Payment Agent Agreement;

(i) certificates for shares (or book entry of shares) of the Closing OrthoPediatrics Stock;

(iii) to the Sellers’ Representative, a counterpart to each Related Document to which such Purchaser is a
party, duly executed and delivered by a duly authorized Representative of such Person;

@iv) to the Sellers’ Representative, a true and complete copy, certified by an officer of the Purchaser,
of the resolutions duly and validly adopted by the Board of Directors of such Purchaser evidencing the authorization
of the execution and delivery of this Agreement, the Related Documents and the consummation of the transactions
contemplated hereby and thereby;

W) to the Sellers’ Representative, a reasonably current certificate of existence or good standing (in such
jurisdictions where such status is recognized) for the Purchaser issued by its jurisdiction of incorporation;

(vi) to the Sellers’ Representative, a copy of the certificate of incorporation of the Purchaser, certified by
the secretary of state, and a copy of the bylaws of the Purchaser, certified by an officer of the Purchaser;

(vii) to the Sellers’ Representative and the Company, a written undertaking in favor of the Israeli
Innovation Authority in the form attached hereto as Exhibit G; and

(viii) such other agreements and documents required to be delivered by the Purchaser at or prior to the
Closing pursuant to this Agreement or as Sellers’ Representative and the Purchaser may mutually agree.

Section 1.8 Payment Agent. Altshuler Shaham Trusts Ltd. shall act as payment Agent (and/or any successor

thereof appointed in accordance with the provisions of the Payment Agent Agreement, the “Payment Agent”) in connection with the
transactions contemplated under this Agreement in accordance with the provisions of the Payment Agent Agreement.
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Section 1.9 Withholding.

(a) Notwithstanding anything to the contrary in this Agreement, the Purchaser, the Payment Agent, the
Section 102 Trustee and Altshuler Shaham Trusts Ltd., being the 104 Trustee, and any other Person required to withhold with respect
to any payment made under this Agreement shall be entitled to deduct and withhold from any amount payable under this Agreement
such amounts as it is required to deduct and withhold under any provision of any applicable Law (and if required, to request any
Seller to provide adequate cash amount for the purpose of such withholding payments, in accordance with the mechanism set forth
under the Paying Agent Agreement; provided, however, if Seller shall fail to remit a required payment within twelve (12) months
after demand, the Payment Agent may return all or a portion of the KIDS Stock otherwise held for the benefit of the delinquent
Seller to Purchaser as a penalty to such delinquent Seller). To the extent that any amount is so deducted and withheld, it shall be
remitted to the applicable Tax Authority, and such deducted and withheld amount shall be treated for all purposes of this Agreement
as having been paid to the Person in respect of which such deduction and withholding was made. Notwithstanding the foregoing, for
purposes of Israeli Tax, if any Seller has provided to Purchaser or the Payment Agent a Valid Certificate at least three (3) Business
Days prior to making any payment payable pursuant to this Agreement, then the withholding (if any) of any amounts from the
consideration payable to such Seller and the payment of the consideration or any portion thereof, shall be made only in accordance
with the provisions of the applicable Valid Certificate. A “Valid Certificate” shall be a certificate or ruling issued by the Israeli Tax
Authority which is sufficient to enable Purchaser to conclude, in its sole discretion, that no withholding (or reduced withholding) of
Israeli Tax is required with respect to the payment to such Person.

(b) Notwithstanding the foregoing, each Seller shall be entitled to request in writing of the Purchaser or the
Payment Agent, as the case may be, no later than three (3) Business Days before such payment is made, that any payment to be
made to it hereunder, be retained by the Payment Agent for a period of up to one-hundred and eighty (180) days following the due
date of such payment, which period may be extended at the request of the Sellers’ Representative by an additional one-hundred and
eighty (180) days in the event that the Israeli tax authorities shall cease working or delay grant of rulings due to the Coronavirus
worldwide epidemic (“Withholding Drop Dead Date”), during which time such Seller may obtain a Valid Certificate, to provide to
the Purchaser or the Payment Agent, as the case may be, and following receipt of which such amounts will be released to such Seller
without deduction of any withholdings or with reduced withholdings according to the terms of such Valid Certificate. If any Seller
(A) does not provide the Purchaser or Payment Agent, as the case may be, with such Valid Certificate, no later than three (3) Business
Days before the Withholding Drop Dead Date, or (B) submits a written request to the Purchaser or Payment Agent, as the case may
be, to release its portion of any consideration payable or otherwise deliverable under this Agreement prior to the Withholding Drop
Dead Date and fails to submit a Valid Certificate at or before such time, then the amount to be withheld from such Seller’s portion of
such consideration shall be calculated according to the applicable withholding rate (plus interest and linkage differences as defined
in Section 159A of the Ordinance, if applicable, in relation to the time period between the Closing Date and the time the relevant
payment is made and calculated in NIS based on a US$:NIS exchange rate not lower than the rate at the Closing Date) as determined
by the Purchaser or Payment Agent, as the case may be, in their sole and absolute discretion, which amount shall be delivered to the
Israeli Tax Authority by the Purchaser or Payment Agent, as the case may be, and such Person shall pay to such Seller the balance of
the payment due to such Seller that is not so withheld.

14

Copyright © 2020 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


https://www.secdatabase.com

(©) Purchaser shall cause the Payment Agent to provide to the applicable Seller certifications evidencing any
amounts withheld as Tax withholding from any payments made to them.

(d) Notwithstanding anything to the contrary herein, any transfer of payments and KIDS Stock by Purchaser to
the Payment Agent (or directly to the Section 102 Trustee) shall be made without making any Tax withholding deductions, provided
that the Payment Agent is instructed by Purchaser and the Company to make all required withholdings in accordance with the
provisions hereof and the respective provisions of the Payment Agent Agreement.

Section 1.10 Future Payments. During the period following the Closing Date, Purchaser (or any successor thereof),
will make each of the Second Year Payment, the Third Year Payment, the Fourth Year Payment and the System Sales Payment, as
applicable, to the Payment Agent for further distribution to the Sellers in accordance with each Seller’s Pro Rata Portion, and the
withholding obligations set forth in Section 1.9 above shall apply thereto.

ARTICLE I
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as set forth in the Disclosure Schedules attached hereto (the “Disclosure Schedules™), the Company represents and
warrants to the Purchaser as of the date of this Agreement that each statement contained in Article Il is true and correct, and acknowledges
that the Purchaser is entering into this Agreement in reliance thereon:

Section 2.1 Net Working Capital. Since September 30, 2019, the Company has not made any distributions or
dividends to its shareholders and has not manipulated its Net Working Capital by conducting any of the following activities outside the
ordinary course of business: (a) accelerating invoicing to customers; (b) accelerating receipt of payments from customers; (c) delaying
billing from vendors; or (d) delaying payments to vendors.

Section 2.2 Organization; Standing; Qualification and Power. The Company is a private company duly organized
and validly existing under the Laws of the State of Israel. The Subsidiary is a corporation duly incorporated and in good standing under

the Laws of the State of Delaware. Each of the Company and the Subsidiary has all entity power and authority necessary to own, lease or
operate the properties and assets owned, leased or operated by it and to carry on its business as currently conducted. Each of the Company
and the Subsidiary is qualified or licensed to do business in each jurisdiction in which ownership of its property or assets or the conduct of
its business requires such qualification or license, except where the failure to be so qualified or licensed would not reasonably be expected
to have Material Adverse Effect. True and complete copies of the certificate of incorporation and articles of association of the Company
and the Subsidiary or other comparable governing documents of the Company and the Subsidiary, as in effect as of the date hereof, have
been made available to the Purchaser. Schedule 2.2 sets forth a true and correct list of all directors and officers of the Company and the
Subsidiary. The Company’s only subsidiary is the Subsidiary.
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Section 2.3 Authority; Execution and Delivery; Enforceability. The Company has all requisite power and
authority to execute and deliver this Agreement and each of the Related Documents to which the Company is a party and to consummate
the transactions contemplated hereby and thereby. The execution and delivery by the Company of this Agreement has been, and in the
case of the Related Documents to which the Company will be a party will be when delivered, and the consummation of the transactions
contemplated hereby has been, and the consummation of the transactions contemplated by the Related Documents to which the Company
will be a party will be when delivered, duly authorized by all requisite action on the part of the Company. This Agreement has been, and
upon its execution and delivery each of the Related Documents to which the Company will be a party will be, duly and validly executed
and delivered by the Company. This Agreement constitutes, and upon its execution and delivery each of the Related Documents to which
the Company will be a party will constitute, assuming that this Agreement and each of the Related Documents to which the Purchaser
will be a party have been duly authorized, executed and delivered by the Company, a valid and binding obligation of the Company,
enforceable against the Company in accordance with its terms, in each case subject to applicable bankruptcy, insolvency, reorganization,
moratorium and similar Laws affecting creditors’ rights and remedies generally and subject to general principles of equity (regardless of
whether enforceability is considered in a proceeding at law or equity).

Section 2.4 Capitalization.
(a) All of the Shares are validly issued, in compliance with all applicable Israeli Laws, including The

Companies Law, 5759-19999 and The Securities Law, 5728-1968, fully paid and non-assessable. Except as set forth on Schedule
2.4(a), there are no outstanding (i) securities convertible into or exchangeable for shares or other ownership interests of the Company,
(il) options, warrants, calls or other rights to purchase or subscribe for shares or other ownership interests of the Company or
(iii) Contracts of any kind to which the Company is subject or bound requiring the issuance after the date hereof of (A) any shares or
other ownership interests of the Company, (B) any convertible or exchangeable security of the type referred to in clause (i) or (C) any
options, warrants, calls or other rights of the type referred to in clause (ii).

(b) Schedule 2.4(b) sets forth a complete list, as of the date hereof, of the authorized and issued and outstanding
share capital of the Company and the record holders thereof. As of the date hereof, all Shares of each shareholder of the Company are duly
authorized, validly issued, fully paid, non-assessable and free of preemptive rights and free and clear of any Encumbrances. Except as set
forth on Schedule 2.4(b), as of the date hereof, the Company does not own, directly or indirectly, any shares, capital stock, membership
interest, partnership interest, joint venture interest or other equity interest in any Person, and the Company is not subject to any obligation
or requirement to provide for or make any investment in any Person. The Company is not the subject of any bankruptcy, dissolution,
liquidation, reorganization or similar Proceeding.
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There are no obligations, contingent or otherwise, of the Company to repurchase, redeem or otherwise acquire any
shares or other equity interests of the Company. The Company is not subject to any obligation or requirement to provide funds to or make
any investment (in the form of a loan, capital contribution or otherwise) in any subsidiary or any other Person.

(©) Except as set forth on Schedule 2.4(c), there are no voting trusts, proxies or other agreements or
understandings to which the Company is bound with respect to voting of any equity interests of the Company.

(d) Except as set forth on Schedule 2.4(d), there are no stock appreciation rights, phantom stock, profit
participation, stock-based performance units, or other rights, Contracts or obligations of any character (contingent or otherwise) pursuant
to which any Person is or may be entitled to receive any payment or other value based on the revenues, earnings or financial performance,
share price performance or other attribute of the Company or its business or assets or calculated in accordance therewith. Except as
set forth on Schedule 2.4(d), the Company has never adopted, and no shareholder, officer or director of the Company has ever taken
any action with respect to, any stock option plan, equity incentive plan, phantom plan or other Benefit Plan entitling any current or
former employees or Contractors or other personnel to receive any payment or other value based on the revenues, earnings or financial
performance, share price performance or other attribute of the Company or its business or assets or calculated in accordance therewith.
As part of the approvals required in connection with this Agreement and the Related Documents, Seller has approved with the consent
of the Option Holders through the Option Acknowledgement that the KIDS Stock to be issued to the Option Holders on account of the
Purchase Price shall be issued pursuant to such option plan which shall be the only obligation of the Company and the Purchaser with
respect to such option plan after Closing and has provided Purchaser with the evidence of such termination

(e) The Company owns all of the issued and outstanding shares of the Subsidiary.
Section 2.5 No Conflict; Consents.
(a) Except as set forth on Schedule 2.5(a), as of the date hereof, the execution, delivery and performance of

this Agreement by the Company, and the consummation by the Company of the transactions contemplated hereby, will not, (i) violate any
provision of the Company’s articles of association or any other governing instruments of the Company or the certificate of incorporation
or any other governing instruments of the Subsidiary, (ii) result in a violation or breach of, or constitute (with or without the giving
of notice, the lapse of time or both) a default (or give rise to any right of termination or cancellation of obligations or acceleration of
any obligation or to loss of a benefit) under, any Material Contract to which the Company or the Subsidiary is a party or by which the
Company, the Subsidiary, or any of their respective properties or assets are bound or (iii) assuming that all filings, registrations and
notifications have been made as contemplated by Section 2.5(b) and/or Section 3.3(b) (collectively, the “Required Actions™), violate any
Law applicable to the Company, the Subsidiary, or by which any of their respective properties or assets are bound, other than, in the
case of clauses (ii) and (iii) above, any such violations, breaches, defaults, or rights of termination or cancellation of obligations which
would not, individually or in the aggregate, result in a material fine, penalty or expense or materially affect the ability of the Company to
conduct its business as currently conducted.
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(b) Except for the consents, waivers, approvals, authorizations, filings, registrations or notifications set forth
on Schedule 2.5(b) (the “Required Consents), as of the date hereof, the execution, delivery and performance of this Agreement by
the Company, and the consummation by the Company of the transactions contemplated hereby, will not require any consent, waiver,
approval, or authorization, or filing or registration with or notification (“Authorization”) to, any Governmental Authority or other
Person except for: (i) any facts or circumstances related to the Purchaser; and (ii) such consents, waivers, approvals, authorizations,
Permits, filings, registrations or notifications from Persons other than any Governmental Authority which, if not made or obtained, would
not reasonably be expected to result in a material expense or materially affect the ability of the Company to conduct its business as
currently conducted or prevent or materially impair or delay the Company’s or the Subsidiary’s ability to consummate the transactions
contemplated hereby.

(©) Except as set forth in Schedule 2.5(c), the Company has no pending or outstanding grants, incentives,
exemptions or subsidies from the Government of the State of Israel or any agency thereof, including, without limitation, Approved
Enterprise Status from the Investment Center of the Israeli Ministry of Industry, Trade and Labor or grants from the Israeli Innovation
Authority (formerly referred to as the Office of the Chief Scientist of the Israeli Ministry of Economy and Industry), or from any non-
Israeli governmental entity, granted to the Company or assigned to or assumed by the Company, and no consent of any Governmental
Authority or other person is required to be obtained prior to the consummation of the transaction pursuant to the terms of this Agreement
in order to comply with applicable Law.

Section 2.6 Financial Statements.
(a) Except as set forth in Schedule 2.6(a), true and complete copies of the following have been or will be

provided (in accordance with the terms herein below) to the Purchaser: (i) the audited balance sheets of the Company as of December 31,
2017, December 31, 2018, and related audited statements of operations, changes in shareholders’ equity and cash flows of the Company,
together with all related notes and schedules thereto, as well as the unaudited and unreviewed balance sheet of the Company as of
December 31, 2019 (provided that the audited balance sheet of the Company as of December 31, 2019, and related audited statements of
operations, changes in shareholders’ equity and cash flows of the Company, together with all related notes and schedules thereto, shall
be provided by the Company to Purchaser by April 30, 2020 and shall be deemed as Annual Financial Statements for the purposes of
the representations made herein) (the “Annual Financial Statements™) and (ii) the unreviewed and unaudited trial balance sheet of the
Company as of March 28, 2020 (provided that the internal, unreviewed and unaudited consolidated balance sheet of the Company as of
March 31, 2020, and the related unreviewed and unaudited statements of operations, changes in shareholders’ equity and cash flows for
the three month period ended March 31, 2020, shall be provided by the Company to Purchaser by April 30, 2020 and shall be deemed as
Interim Financial Statements for the purposes of the representations made herein) (the “Interim Financial Statements” and, together with
the Annual Financial Statements, the “Financial Statements™).
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(b) Except as set forth in the Financial Statements (including the notes thereto) or on Schedule 2.6(b), as of the
date hereof, the Financial Statements (i) have been prepared in accordance with GAAP consistently applied during the periods involved
(subject, in the case of the Interim Financial Statements, to normal adjustments which will not be material in nature or amount to the
Company taken as a whole) and (ii) fairly present, in all material respects, the financial position and the results of operations and cash
flows of the Company as of the dates and for the periods indicated therein (subject, in the case of Interim Financial Statements, to normal
adjustments which will not be material in nature or amount to the Company taken as a whole).

Section 2.7 No Undisclosed Liabilities; Funded Indebtedness.
(a) Except as set forth on Schedule 2.7(a), there are no Liabilities, whether accrued or fixed, absolute or

contingent, matured or unmatured or determined or determinable of the Company or the Subsidiary, other than any such Liabilities
(i) reflected in, reserved against or otherwise disclosed in the Financial Statements or the notes thereto of a nature required to be reflected
on a balance sheet prepared in accordance with GAAP, (ii) incurred since the date of the Interim Financial Statements in the ordinary
course of business of the Company and the Subsidiary consistent with past practice (none of which relates to any breach of Contract,
breach of warranty, tort, infringement or violation of Law or arises out of any Proceeding), (iii) expressly disclosed in the Disclosure
Schedules, or (iv) arising out of the performance (but not the breach) of the Material Contracts.

(b) Schedule 2.7(b) sets forth a correct and complete list of the individual components (indicating the amount
and the Person to whom such Funded Indebtedness is owed) of all Funded Indebtedness with respect to the Company or the Subsidiary
as of the date hereof.

Section 2.8 Absence of Certain Changes. Except as set forth on Schedule 2.8, as contemplated by this Agreement
or any of the Related Documents, since the date of the Interim Financial Statements until the date of this Agreement:

(a) there has been no Material Adverse Effect and no event has occurred or circumstance has arisen that, in
combination with any other events or circumstances, could reasonably be expected to have or result in a Material Adverse Effect;

(b) the Company and the Subsidiary have conducted their businesses in the ordinary course of business;

(©) the Company and the Subsidiary have not cancelled any material debts or claims or waived any rights of
material value;

(d) the Company and the Subsidiary have not suffered any theft, damage, destruction or loss of or to any

property or properties owned or used by it, whether or not covered by insurance, which would, individually or in the aggregate, materially
impair the ability of the Company or the Subsidiary to operate in the ordinary course of business;

(e) the Company and the Subsidiary have not made or granted any bonus or any wage, salary or compensation
increase or severance or termination payment to, or promoted, any director, officer, employee, group of employees or consultant, or
entered into any employment contract or hired any employee other than bonuses, compensation increases, promotions or new hires in the
ordinary course of business;
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® the Company and the Subsidiary have not sold, licensed, assigned, transferred, mortgaged, pledged or
subjected to any Encumbrance any of its assets or properties (tangible or intangible), except for Permitted Encumbrances or sales or
licenses in the ordinary course of business consistent with past practice;

(2) the Company and the Subsidiary have not made any change in accounting principles or methods (other
than actions required to be taken by GAAP), or in the manner of keeping books, accounts and records of the Company or the Subsidiary
which is, or may be, inconsistent with the principles or methodology by which the Financial Statements have been prepared;

(h) the Company and the Subsidiary not made, changed or rescinded any Tax election, adopted or changed
any annual accounting period or any accounting method with respect to Taxes, filed any amended Tax Return, entered into any closing
agreement, settlement or compromise of any proceeding with respect to any Tax claim or assessment, surrendered any right to claim a
refund of Taxes, consented to any extension or waiver of the limitation period applicable to any Tax claim or assessment or taken any
other similar action relating to the filing of any Tax Return or the payment of any Tax;

(1) the Company and the Subsidiary have not made or granted any increase in benefits payable under any
Benefit Plan, amended or terminated any Benefit Plan or adopted any new Benefit Plan;

()] there has been no amendment or modification, waiver or express termination of any Material Contract,
other than any expiration of a Material Contract in accordance with its terms or any amendment, modification or waiver that has been
delivered to Purchaser prior to the date hereof;

k) there has been no settlement, or offer or proposal to settle, any Proceeding involving or against the
Company or the Subsidiary or any of their respective officers, directors, assets or properties, or that relates to the transactions
contemplated hereby; and

) the Company and the Subsidiary have not agreed to do any of the foregoing.
Section 2.9 Compliance with Law; Permits.
(a) Each of the Company and the Subsidiary is, and has been at all times since January 1, 2017, in compliance

with all Laws applicable to the Company and the Subsidiary, as applicable, except (i) as set forth on Schedule 2.9(a) or (ii) for such
instances of non-compliance which would not, individually or in the aggregate, result in a material fine, penalty or expense or materially
affect the ability of the Company or the Subsidiary, as applicable, to conduct its business as currently conducted. Except where the failure
to do so would individually or in the aggregate not have a Material Adverse Effect, neither the Company nor the Subsidiary has received
any written notice of any non-compliance or investigation relating to any violation or threat to be charged with any non-compliance of
any Law except for such instances of non-compliance which would not, individually or in the aggregate, be reasonably expected to result
in a fine, penalty or expense or affect the ability of the Company or the Subsidiary to conduct its business as currently conducted.
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(b) The Company and the Subsidiary have the Permits set forth on Schedule 2.9(b) as of the date hereof, which
constitute all of the Permits necessary for the conduct of the Business as now being conducted by the Company and the Subsidiary. All
such Permits are valid and in effect, and all fees and charges with respect to such Permits as of the date hereof have been paid in full.
As of the date hereof, no Proceedings are pending or, to the Knowledge of the Company, threatened to revoke, suspend or cancel any
such Permit. Subject to receipt of the Required Consents (as applicable), none of the Permits of the Company or the Subsidiary will be
terminated, revoked, suspended or canceled by the transactions contemplated hereby or the Related Documents.

Section 2.10 Litigation.

(a) Except as set forth on Schedule 2.10(a)(i), as of the date hereof, there is no Proceeding pending against
or directly relating to or directly affecting the Company, the Subsidiary, or any of their Business or assets. Except as set forth on
Schedule 2.10(a)(ii), to the Knowledge of the Company, there is no Proceeding threatened against or directly relating to or affecting the
Company, the Subsidiary, or any of their Business or assets that (i) involves a claim in excess of Twenty-Five Thousand and 00/100
Dollars ($25,000.00) or (ii) involves a claim for an unspecified amount which would have a Material Adverse Effect.

(b) Except as set forth on Schedule 2.10(b)(i), there has been no Proceeding against or directly relating to or
affecting the Company, the Subsidiary, or any of their Business or assets that (i) resulted in the Company or the Subsidiary incurring
any fine, penalty or expense in excess of Twenty-Five Thousand and 00/100 Dollars ($25,000.00), (ii) resulted in the grant of any
injunctive relief or any orders, writs, judgments, injunctions, decrees, rulings, verdict, awards, settlement agreements or similar orders
(“Order”) imposing any obligation on the Company or the Subsidiary which has not been fully performed or discharged or (iii) which
had or is reasonably expected to have a Material Adverse Effect. To the Knowledge of the Company, there has been no occurrence of
any fact, circumstance or condition that could reasonably be expected to result in any Proceeding affecting the ability of the Company
or the Subsidiary to conduct their business as currently conducted or with a potential exposure to the Company or the Subsidiary of
any fine, penalty or expense which would or could reasonably be expected to have a Material Adverse Effect. Except as set forth on
Schedule 2.10(b)(ii), to the Knowledge of the Company, there are no outstanding Order by which the Company, the Subsidiary, or any of
their assets or properties are subject to or bound, in respect of Proceedings required to be disclosed in Schedule 2.10(b)(i).

(c)  Except as set forth on Schedule 2.10(c), there is no Proceeding by the Company or the Subsidiary pending or
that the Company or the Subsidiary intends to initiate.
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Section 2.11 Employee Matters.

(A) With respect to the Company’s or the Subsidiary’s employees or Contractors who reside and work in the jurisdiction of the United
States:

(a) Schedule 2.11(A)(a) sets forth a complete and accurate list of each Benefit Plan. Neither the Company nor
the Subsidiary has ever sponsored, established, maintained or contributed to, or been required to maintain or contribute to, any Benefit
Plan subject to ERISA or the Code or any similar United States Law. The Company has made available to the Purchaser, with respect to
each Benefit Plan listed on Schedule 2.11(A)(a), (i) a true and complete copy of each writing constituting a part of such Benefit Plan (and
where no such copy exists, an accurate description thereof); (ii) where applicable, a copy of any trust agreement, insurance policy or other
funding arrangement; (iii) all registration statements filed; (iv) all reports submitted since January 1, 2014 by third-party administrators,
actuaries, investment managers, trustees, consultants or other Contractors and financial statements disclosing Liability for all obligations
owed under any Benefit Plan; and (v) any other announcement or other documentation outlining benefits promises made to any current
or former Company Employee relating to any Benefit Plan.

(b) Except as set forth on Schedule 2.11(A)(b)(i), each Benefit Plan that is maintained, sponsored, contributed
to, or required to be contributed to by the Company primarily for the benefit of Company Employees, directors, Contractors or consultants
is, and has been at all times established, maintained, funded, operated and administered, and the Company has performed all of its
obligations under each Benefit Plan, in material compliance with its terms and applicable Laws. All benefits, contributions and premiums
required by and due under the terms of each Benefit Plan or applicable Laws have been timely made or paid in accordance with the terms
of such Benefit Plan, applicable Laws and generally accepted accounting principles in the applicable jurisdiction. All returns, reports
and filings required by any Governmental Authority or which must be furnished to any Person with respect to each Benefit Plan have
been timely filed or furnished. To the Knowledge of the Company, no event has occurred and no condition exists that would subject
the Company by reason of its affiliation with any member of its “controlled group” (defined as any organization that is a member of
a controlled group of organizations within the meaning of Sections 414(b), (c), (m) or (o) of the Code) to any material Tax, fine, lien,
penalty or other Liability imposed by any applicable Law.

(c) Except as set forth on Schedule 2.11(A)(c), neither the execution and delivery of this Agreement nor
the consummation of the transactions contemplated by this Agreement (either alone or in conjunction with any