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EXPLANATORY NOTE

On May 15, 2020, Exactus, Inc. (the “Company”) filed a Current Report on Form 8-K, and is filing this Quarterly Report on Form 10-Q (the “Quarterly Report™), in reliance on the Order of the
Securities and Exchange Commission (the “SEC”), dated March 4, 2020, as updated March 25, 2020, pursuant to Section 36 of the Securities Exchange Act of 1934 modifying exemptions from
the reporting and proxy delivery requirements for public companies (Release No. 34-22465).

As a result of “stay at home” orders and other restrictions imposed as a result of the COVID-19 pandemic, certain Company officers and management as well as professional staff and consultants
have been hindered and delayed in conducting all of the work required to prepare the financial statements for the Quarterly Report. This has, in turn, impacted the Company’s ability to complete
its audit and file this Quarterly Report by its original due date, May 15, 2020.




PART I. FINANCIAL INFORMATION
Item 1. Financial Statements.
Our financial statements included in this Form 10-Q are as follows:

Condensed Consolidated Balance Sheets as March 31, 2020 (unaudited) and December 31, 2019;

Condensed Consolidated Statements of Operations for the three months ended March 31, 2020 and 2019 (unaudited);

Condensed Consolidated Statements of Changes in Stockholders' Equity (Deficit) for the three months ended March 31, 2020 and 2019 (unaudited);
Condensed Consolidated Statements of Cash Flows for the three months ended March 31, 2020 and 2019 (unaudited);

Notes to Unaudited Condensed Consolidated Financial Statements.

These financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America for interim financial information and the SEC
instructions to Form 10-Q. In the opinion of management, all adjustments considered necessary for a fair presentation have been included. Operating results for the interim period ended March 31,
2020 are not necessarily indicative of the results that can be expected for the full year.




Current Assets:

Cash and cash equivalents

Accounts receivable, net

Accounts receivable - related party

Inventory, net

Prepaid expenses and other current assets - current

Prepaid expenses and other current assets - related party - current
Due from related parties

Total current assets

Other Assets:
Deposits
Prepaid expenses and other current assets - long-term
Prepaid expenses and other current assets - related party - long-term
Property and equipment, net
Intangible assets, net
Operating lease right-of-use assets, net (see Note 7)
Total other assets

TOTAL ASSETS

Current Liabilities:

Accounts payable

Accounts payable - related parties
Accrued expenses

Unearned revenue - related party
Note payable - related parties
Subscription payable

Convertible notes, net of discounts
Derivative liability

Interest payable

Due to related party

Operating lease liabilities, current portion (see Note 7)
Total current liabilities

Long Term Liabilities:

Convertible notes payable

Operating lease liabilities, long-term portion (see Note 7)
Total long term liabilities

TOTAL LIABILITIES

Commitment and contingencies (see Note 11)

Equity:
Exactus, Inc. Stockholders' Equity

Preferred stock: 50,000,000 shares authorized; $0.0001 par value, 5,266,466 undesignated sharesissued and outstanding

Exactus, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

Preferred stock Series A: 1,000,000 shares designated; $0.0001 par value,350,019 and 353,109 shares issued and outstanding, respectively
Preferred stock Series B-1: 32,000,000 shares designated; $0.0001 par value,1,650,000,and 1,650,000 shares issued and outstanding,

respectively

Preferred stock Series B-2: 10,000,000 shares designated; $0.0001 par value,7,516,000 and 7,516,000 shares issued and outstanding,

respectively

Preferred stock Series C: 1,733,334 shares designated; $0.0001 par value,none shares issued and outstanding
Preferred stock Series D: 200 shares designated; $0.0001 par value,18 shares issued and outstanding
Preferred stock Series E: 10,000 shares designated; $0.0001 par value,10,000 shares issued and outstanding
Common stock: 650,000,000 shares authorized; $0.0001 par value,45,732,002 and 43,819,325 shares issued and outstanding, respectively
Common stock to be issued (308,330 and 664,580 shares to be issued, respectively)

Additional paid-in capital

Accumulated deficit

Total Exactus Inc. Stockholders' Equity
Non-controlling interest in subsidiary

Total Stockholders' Equity

TOTAL LIABILITIES AND EQUITY

The accompanying notes are an integral part of these

March 31, December 31,
2020 2019
(Unaudited)
ASSETS

$ 9,541 $ 18,405
273,493 55,725

107,660 18,860

397,098 1,337,809

123,760 248,776

622,159 622,160

127,500 127,500

1,661,211 2,429,235

40,000 80,000

15,959 -

2,333,523 2,492,045
450,706 477,433

1,901,061 2,147,311
2,056,366 2,173,253
6,797,615 7,370,042

$ 8,458,826 $ 9,799,277

LIABILITIES AND EQUITY

$ 2,001,201 $ 1,442,409
454,511 454,511

769,159 358,010

- 215,000

78,017 55,556

250,000 250,000

402,214 85,906

773,924 880,410

25,682 16,677

85,000 -

498,778 432,065
5,338,486 4,190,544

- 100,000

1,646,705 1,826,887
1,646,705 1,926,387
6,985,191 6,117,431

32 35

165 165

752 752

1 1

4,574 4,382

30 66

26,080,432 25,343,293
(23,919,063) (21,129,379)
2,166,923 4,219,315
(693,288) (537,469)
1,473,635 3,681,846

$ 8,458,826 $ 9,799,277

dited cond. dc lidated financial st




Exactus, Inc. and Subsidiaries
Condensed Consolidated Statements of Operations

Net revenues
Net revenues - related party

Total net revenues

Cost of sales
Cost of sales - related party

Total cost of sales

Gross profit (loss)

Operating Expenses:

General and administration
Selling and marketing expenses
Professional and consulting
Research and development
Total Operating Expenses

Loss from Operations

Other Income (expenses):
Derivative gain (loss)

(Loss) gain on settlement of debt, net
Interest expense

Total Other Income (Expenses), net

Loss Before Provision for Income Taxes
Provision for income taxes

Net Loss

Net Loss attributable to non-controlling interest

Net Loss Attributable to Exactus, Inc.

Deemed dividend on Preferred Stock

Net Loss available to Exactus, Inc. common stockholders

Net Loss per Common Share - Basic and Diluted
Net Loss attributable to non-controlling interest per Common Share - Basic and Diluted
Net Loss available to Exactus, Inc. common stockholders per Common Share - Basic and Diluted

Weighted Average Number of Common Shares Outstanding:
Basic and Diluted

dited ¢
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Three Months Ended March 31,

2020 2019
(Unaudited) (Unaudited)

$ 520,200 15,980
315,800 -

836,000 15,980

1,042,473 12,600

357,783 -

1,400,256 12,600
(564,256) 3,380
1,184,006 652,209

280,890 51,878

727,871 1,880,147

- 15,000

2,192,767 2,599,234
(2,757,023) (2,595,854)
106,486 (1,454,729)

(6,500) 3,007,629

(288,466) (366,913)
(188,480) 1,185,987
(2,945,503) (1,409,867)
(2,945,503) (1,409,867)
155,819 35,604
(2,789,684) (1,374,263)

- (904,450)

$ (2,789,684) (2,278,713)
$ (0.07) (0.07)
$ (0.00) 0.00
$ (0.06) (0.12)
45,293,865 19,485,557

The accompanying notes are an integral part of these
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Exactus, Inc. and Subsidiaries
Condensed Consolidated Statements of Stockholders' Equity (Deficit)
For the Three Months Ended March 31, 2020 and 2019

(Unaudited)
Preferred Preferred Preferred Preferred Common
Stock- Stock- Stock- Stock- Stock -
Series B-2 Series C Series D Series E Common Stock Unissued

Shares Amount Shares

Preferred
Stock-
Series A
Balance,
December 31,
2019 353,109%
Common

stock issued
for private
placement -
Common
stock issued
for unissued
common
stock -
Conversion
of Series A
Preferred
Stock to
Common
Stock (3,090
Common
stock issued
for services -
Stock-based
compensation
in connection
with
restricted
common
stock award
grants - Q1
2020 -
Stock options
granted for
services -
Net Loss for
the period -
Balance,
March 31,

2020 350,0198

Amount Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Capital

165 17,516,0008 752 - 8 = 18 $ - 10,000 $ 1 43,819,32%4,382 664,580$

B ) B . B B . - 500,000 50 -

- - - - - - - - 287,500 29 (287,590 (29)

_ - - - = - - - 150,450 15 =

- - - - - - - - 765,000 77 -
= 5 = = . = . - 209,727 21 (68,750

7,516,0006 752 - 8 - 18 § - 10,000 $ 1 45,732,00%4,574 308,330$

Accumulatedcontrolling

66 £5,343,293%21,129,37p §537,469 $,681,846

(2,789,684 (155,819

30 $£6,080,432823,919,068 $693,288) 9,473,635



Preferred Preferred Preferred Preferred Preferred Preferred
Stock-
Series E

Stock- Stock- Stock- Stock- Stock-
Series A Series B-1 Series B-2 Series C Series D

Common
Stock -
Common Stock Unissued

Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Shares Amount Shares

Additioanl Non-
Paidin  Accumulatedcontrolling

Amount Shares Amount Capital Deficit Interest  Total

Balance,
December 31,
2018 - 8 - 2,800,0006 280 8,684,0008 868 1,733,334% 173 45 8 1

Preferred stock
issued upon
convesion of
convertible
debt 849,360 84 - - - - - - - -
Preferred stock
issued for
private
placement 55,090 6 - - - - o - - -
Common stock
issued for
private
placement - - - - - - - - - -
Common Stock
issued for
Master Supply - - - - = o o - - -
Common stock
issued for debt
settlement - - - - - - - - - -
Common stock
issued for
purchase of
membership
interest in
subsidiary - - - = = > - - - -
Conversion of
Series A
Preferred Stock
to Common
Stock (296,431  (30) - - - - - - - -
Conversion of
Series B-1
Preferred Stock
to Common
Stock - - (400,000 (40) - - = - - -
Conversion of
Series B-2
Preferred Stock
to Common
Stock - - - - (1,000,000 (100) - - - -
Conversion of
Series D
Prefered Stock
to Common
Stock - - - - = = - - 4) (1)
Common stock
issued upon
convesion of
convertible
debt - - - = = > o - - -
Stock warrants
granted for
services - - - - - - - - - -
Stock options
granted for
services - - - - = = o o - -
Deemed
dividend on
Preferred Stock - - - - - - - - - -
Net Loss for the
period - - - o o = o 5 5 -

Balance, March
31,2019 608,0008 60 2,400,000 240 7,684,0008 768 1,733,334 173 41 8 -

The accompanying notes are an integral part of these unaudited c.

6,233,524 8 623 -8 - §,111,445 £10,537,892 $ - §$3.424.502

- - - - 849,276 - - 849,360

- - - - 55,084 - - 55,090
15,382,090 1,538 - - 3,308,115 - - 3,309,653
8,385,691 839 - - (839) - - -
203,080 20 - - 40,596 - - 40,616
937,500 94 - - 989,906 - - 990,000
1,482,205 148 - - (118) - - -
50,000 5 - - 35 - - -
125,000 13 - - 87 - - R
100,000 10 = = ©) = = =
250,000 25 - - 195975 - - 196,000

- - - - 1,114,062 - - 1,114,062

- - - - 891,799 - - 891,799

- - - - 904,450 (904,450) - -

- . = - (1,374,263)  (35,604) (1,409,867
33,149,096 3,315 - 8 - 85,459,864%12,816,605 $(35,604) £.,612,211

1 lidated financial ts.




Exactus, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows

Cash Flows From Operating Activities:
Net loss
Adjustments to reconcile net loss to cash used in operating activities:
Depreciation
Derivative (gain) loss
Stock-based compensation
Bad debt expense
Inventory reserve
Amortization of prepaid stock-based expenses
Amortization of discount and debt issuance costs for convertible notes
Amortization of intangible assets
Deferred rent
Loss (gain) on settlement of debt
Changes in operating assets and liabilities:
(Increase) decrease in operating assets:
Accounts receivable
Accounts receivable - related party
Inventory
Advance to supplier - related party
Prepaid expenses and other current assets - current
Prepaid expenses and other current assets - long term
Deposit
Increase (decrease) in operating liabilities:
Accounts payable
Accounts payable - related party
Accrued expenses
Unearned revenues
Interest payable
Net Cash Used In Operating Activities

Cash Flows From Investing Activities:
Purchase of membership interest in subsidiary
Purchase of property and equipment

Net Cash Used in Investing Activities

Cash Flows From Financing Activities:

Advances from related party

Proceeds from sale of common stock

Payments of principal on notes payable

Proceeds from issuance of notes payable

Payments of principal on convertible notes

Proceeds from issuance of convertible notes, net of issuance cost
Net Cash Provided By Financing Activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of period

Supplemental Cash Flow Information:
Cash paid for interest and finance charges

Cash paid for taxes

Non-Cash investing and financing activities:
Proceeds from sale of Series A preferred stock paid directly to settle debts

Convertible notes and interest payable settled by Series A preferred stock issued
Note payable, accrued expense and interest payable settled by common stock issued
Convertible notes settled by common stock issued

Common stock issued for purchase of membership interest in subsidiary

Increase in intangible assets for subscription payable

Initial beneficial conversion feature and debt discount on convertible notes
Preferred deemed dividend

Operating lease right-of-use assets and operating lease liabilities
recorded upon adoption of ASC 842

Reduction of operating lease right-of-use asset and operating lease liabilities

The accompanying notes are an integral part of these

Three Months Ended March 31,
2020 2019
(Unaudited) (Unaudited)

$ (2,945,503)  $ (1,409,867)

26,727 B,
(106,486) 1,454,729

637,292 2,005,861

18,592 N

553,440 .

195,299 ,

268,350 339,806

246,250 52,688

3,418 _
6,500 (3,007,629)

(236,360) .

(88,300) -
387,271 (422,819)
(1,017,225)
88,240 (46,250)

(15,959) -

40,000 -

552,292 233,560
- (21,561)

411,149 -
(215,000) .

9,005 4952
(164,283) (1.833,755)
- (300,000)
- (28,500)
5 (328,500)

85,000 _

100,000 3,309,653
- (11,129)

20,419 14,229
(50,000) (186,443)

= 206,900

155,419 3,333,210

(8,864) 1,170,955

18,405 1,960

$ 9541 § 1,172,915
$ 11,111 $ 22,166
$ -3 -
$ - s 55,090
$ -3 849,360
$ -3 40,616
$ -3 196,000
$ -3 990,000
$ -3 1,650,000
$ -3 206,910
$ -3 904,450
$ -8 310,093
$ 116887 $ 7416

d financial stat 1




EXACTUS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2020

NOTE 1 - NATURE OF ORGANIZATION
Organization and Business Description

Exactus, Inc. (the “Company”) was incorporated on January 18, 2008 as an alternative energy research and development company. During much of its history the Company had designed solar
monitoring and charging systems which were discontinued in 2016 to focus on developing point-of-care diagnostic devices. The Company has recently added to the scope of its activities efforts to
produce, market and sell products made from industrial hemp containing cannabidiol (“CBD”).

On January 8, 2019 the Company began pursuing hemp-derived CBD as a new business segment after passage of the Agriculture Improvement Act of 2018, also known as the 2018 Farm Bill.
The 2018 Farm Bill declassified industrial hemp as a Schedule I substance, shifted regulatory authority from the Drug Enforcement Administration to the Department of Agriculture, and provided
autonomy for states to regulate the industry. The 2018 Farm Bill did not change the Food and Drug Administration’s oversight authority over CBD products. The 2018 Farm Bill defined industrial
hemp as a variety of cannabis containing an amount equal to or lower than 0.3% tetra-hydrocannabinol (THC) and allowed farmers to grow and sell hemp under state regulation. Industry reports
indicate that 41 states have set up cultivation and production programs to regulate the production of hemp.

Following passage of the 2018 Farm Bill, the Company entered into a Master Product Development and Supply Agreement (the “Development Agreement”) with Ceed2Med, LLC (“C2M”).
Under the Master Agreement, C2M agreed to provide to the Company up to 2,500 kilograms of products (isolate or distillate) for manufacture into consumer products such as tinctures, edibles,
capsules, topical solutions and animal health products. The Company believes manufacturing, testing and quality akin to pharmaceutical products is important when distributing hemp-based
products. The Company’s products originate from third party manufacturers and farms at which the Company oversee all stages of plant growth and are manufactured under contract arrangements
with third-parties.

The Company identified the rapidly growing hemp-based CBD market as a valuable target for a new company focus. On January 8, 2019, the Company entered into the Master Product
Development and Supply Agreement with C2M. In consideration for the Development Agreement (see Note 11), C2M was issued 8,385,691 shares of our Common Stock. Additionally, the
Company granted immediately vested 10-year options to purchase 750,000 shares of Common Stock, with exercise price of $0.32 per share to three C2M founders. As a result, C2M became the
Company’s largest shareholder holding (inclusive of the vested options held by its founders) approximately 51% of the Company’s outstanding Common Stock as of the date of the Development
Agreement which has subsequently been reduced to approximately 19% as of December 31, 2019. Consequently, such transaction resulted in a change of control whereby, C2M obtained majority
control through its Common Stock ownership (See Note 11). In connection with this agreement, the Company received access to expertise, resources, skills and experience suitable for production
of CBD rich ingredients including isolates, distillates, water soluble, and proprietary formulations. Under the Development Agreement, the Company was allotted a minimum of 50 and up to 300
kilograms per month, and up to 2,500 kilograms annually, of CBD rich ingredients for resale and had placed a $1 million purchase order for products in fiscal 2019. The Company currently offers
products such as tinctures, edibles, capsules, topical solutions and animal health products manufactured for the Company as branded and white-label products.

On March 11, 2019, with the assistance of C2M and assignment of rights, the Company acquired a 50.1% limited liability membership interest in Exactus One World, LLC (“EOW”), an Oregon
limited liability company formed on January 25, 2019, in order to farm industrial hemp for its own use. Prior to the acquisition, EOW had no operating activities. The Company acquired its
50.1% limited liability membership interest pursuant to a Subscription Agreement and a Membership Interest Purchase Agreement (See Note 3). Following the events described above, the
Company entered into the business of production and selling of industrial hemp grown for its own use and for sale to third-parties.

On January 11, 2019, the Board of Directors of the Company approved a reverse stock split of the Company’s Common Stock at a ratio of 1-for-8 (the “Reverse Stock Split”) including shares

issuable upon conversion of the Company’s outstanding convertible securities. All share and per share values of the Company’s Common Stock for all periods presented in this Report and in the
accompanying unaudited condensed consolidated financial statements are retroactively restated for the effect of the Reverse Stock Split.

-




EXACTUS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation and principles of consolidation

The Company’s unaudited condensed consolidated financial statements include the financial statements of its 50.1% subsidiary, EOW and 51% subsidiary, Paradise Medlife. All significant
intercompany accounts and transactions have been eliminated in consolidation.

The accompanying interim unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America
and the rules and regulations of the United States Securities and Exchange Commission for interim financial information, which includes consolidated unaudited interim financial statements and
present the consolidated unaudited interim financial statements of the Company and its majority-owned subsidiary as of March 31, 2020. All intercompany transactions and balances have been
eliminated. In the opinion of management, all adjustments necessary to present fairly our financial position, results of operations, stockholders’ equity (deficit) and cash flows as of March 31,
2020 and 2019, and for the periods then ended, have been made. Those adjustments consist of normal and recurring adjustments. Certain information and note disclosures normally included in
our annual financial statements prepared in accordance with generally accepted accounting principles have been condensed or omitted. The unaudited condensed consolidated financial statements
should be read in conjunction with the audited financial statements as of and for the year ended December 31, 2019 and footnotes thereto included in the Company’s Report on Form 10K filed
with the SEC on May 22, 2020. The results of operations for the three months ended March 31, 2020 are not necessarily indicative of the results to be expected for the full year.

Going concern

These unaudited condensed consolidated financial statements are presented on the basis that the Company will continue as a going concern. The going concern concept contemplates the
realization of assets and satisfaction of liabilities in the normal course of business. No adjustment has been made to the carrying amount and classification of the Company’s assets and the
carrying amount of its liabilities based on the going concern uncertainty. As reflected in the accompanying unaudited condensed consolidated financial statements, the Company had a net loss
attributable to Exactus Inc. common stockholders of $2,789,684 for the three months ended March 31, 2020. The net cash used in operating activities was $164,283 for the three months ended
March 31, 2020. Additionally, the Company had an accumulated deficit of $23,919,063 and working capital deficit of $3,677,275 at March 31, 2020. These factors raise substantial doubt about
the Company’s ability to continue as a going concern for a period of twelve months from the issuance date of this report. Management cannot provide assurance that the Company will ultimately
achieve profitable operations or become cash flow positive, or raise additional debt and/or equity capital. The Company is seeking to raise capital through additional debt and/or equity financings
to fund its operations in the future. Although the Company has historically raised capital from sales of common and preferred shares and from the issuance of convertible promissory notes, there
is no assurance that it will be able to continue to do so. If the Company is unable to raise additional capital or secure additional lending in the near future, management expects that the Company
will need to curtail its operations. These unaudited condensed consolidated financial statements do not include any adjustments related to the recoverability and classification of assets or the
amounts and classification of liabilities that might be necessary should the Company be unable to continue as a going concern.

Over the last several months the Company and its advisors have been evaluating numerous opportunities and relationships to increase shareholder value. The Company expects to realize revenue
through its efforts, if successful, to sell wholesale and retail products to third parties. However, as the Company is in a start-up phase, in a new business venture, in a rapidly evolving industry,
many of its costs and challenges are new and unknown. In order to fund the Company’s activities, the Company will need to raise additional capital either through the issuance of equity and/or the
issuance of debt. During the three months ended March 31, 2020, the Company received proceeds from the sale of the Company’s Common Stock of approximately $100,000, related party
advances of $85,000 and issuance of a note of $22,461.

In March 2020, the outbreak of COVID-19 (coronavirus) caused by a novel strain of the coronavirus was recognized as a pandemic by the World Health Organization, and the outbreak has
become increasingly widespread in the United States, including in each of the areas in which the Company operates. The COVID-19 (coronavirus) outbreak has had a notable impact on general
economic conditions, including but not limited to the temporary closures of many businesses, “shelter in place” and other governmental regulations, reduced business and consumer spending due
to both job losses and reduced investing activity, among many other effects attributable to the COVID-19 (coronavirus), and there continue to be many unknowns. While to date the Company has
not been required to stop operating, management is evaluating its use of its office space, virtual meetings and the like. The Company continues to monitor the impact of the COVID-19
(coronavirus) outbreak closely. The extent to which the COVID-19 (coronavirus) outbreak will impact the Company’s operations, ability to obtain financing or future financial results is uncertain.

8-




EXACTUS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2020

Use of Estimates

The Company prepares its unaudited condensed consolidated financial statements in conformity with GAAP which requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and reported amounts of revenues and expenses during the
reporting period. In preparing the unaudited condensed consolidated financial statements, management is required to make estimates and assumptions that affect the reported amounts of assets
and liabilities as of the date of the consolidated balance sheet, and revenues and expenses for the period then ended. Actual results may differ significantly from those estimates. Significant
estimates made by management include, but are not limited to the fair value of derivative liabilities, useful life of property and equipment and intangible assets, fair value of right of use assets,
assumptions used in assessing impairment of long-term assets, contingent liabilities, and fair value of non-cash equity transactions.

Fair Value Measurements

The Company adopted the provisions of Accounting Standard Codification (“ASC”) Topic 820, “Fair Value Measurements and Disclosures”, which defines fair value as used in numerous
accounting pronouncements, establishes a framework for measuring fair value, and expands disclosure of fair value measurements. The guidance prioritizes the inputs used in measuring fair value
and establishes a three-tier value hierarchy that distinguishes among the following:

® Level 1—Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to access.

® Level 2—Valuations based on quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that are not active and models
for which all significant inputs are observable, either directly or indirectly.

o Level 3—Valuations based on inputs that are unobservable and significant to the overall fair value measurement.

The Company measures certain financial instruments at fair value on a recurring basis. Assets and liabilities measured at fair value on a recurring basis are as follows at March 31, 2020 and
December 31, 2019:

At March 31, 2020 At December 31, 2019
Description Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
Derivative liabilities — —  $ 773,924 — — $ 880,410
A roll forward of the level 3 valuation financial instruments is as follows:
For the Three

Months Ended

March 31, 2020
Balance at beginning of period $ 880,410
Change in fair value included in derivative gain (106,486)
Balance at end of period $ 773,924

As of March 31, 2020, the Company has no assets that are re-measured at fair value.
Cash and Cash Equivalents

The Company considers all highly liquid investments purchased with an original maturity of three months or less to be cash equivalents. The carrying value of those investments approximates
their fair market value due to their short maturity and liquidity. Cash and cash equivalents include cash on hand and amounts on deposit with financial institutions, which amounts may at times
exceed federally insured limits. The Company has not experienced any losses on such accounts and do not believe the Company is exposed to any significant credit risk. The Company had $0
cash balances in excess of FDIC insured limits at March 31, 2020 and December 31, 2019, respectively. Cash and cash equivalents were $9,541 and $18,405 at March 31, 2020 and December 31,
2019, respectively.

Accounts receivable and allowance for doubtful accounts

The Company has a policy of providing an allowance for doubtful accounts based on its best estimate of the amount of probable credit losses in its existing accounts receivable. The Company
periodically reviews its accounts receivable to determine whether an allowance is necessary based on an analysis of past due accounts and other factors that may indicate that the realization of an
account may be in doubt. Account balances deemed to be uncollectible are charged to bad debt expense and included in the allowance after all means of collection have been exhausted and the
potential for recovery is considered remote. As of March 31, 2020 and December 31, 2019, allowance for doubtful accounts amounted to $32,583 and $13,991, respectively. Bad debt expense
amounted $18,592 and $0 during the three months ended March 31, 2020 and 2019, respectively.
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Prepaid Expenses and Other Current Assets

Total prepaid expenses and other current assets - current amounted to $123,760 and $248,776 at March 31, 2020 and December 31, 2019, respectively. Total prepaid expenses and other current
assets — long term amounted to $15,959 and $0 at March 31, 2020 and December 31, 2019, respectively. Prepaid expenses to C2M who is a related party, amounted to $622,159 — current portion
and $2,333,523 — long-term portion at March 31, 2020. Prepaid expenses to C2M who is a related party, amounted to $622,160 — current portion and $2,492,045 — long-term portion at December
31, 2019. Prepaid expenses consist primarily of costs paid for future services which will occur within a year. Prepaid expenses may include prepayments in cash and equity instruments for an
operating lease, consulting, and insurance fees which are being amortized over the terms of their respective agreements.

Inventory

The Company values inventory, consisting of raw materials, growing plants and finished goods, at the lower of cost or net realizable value. Cost is determined on the first-in and first-out
(“FIFO”) method. The Company reduces inventory for the diminution of value, resulting from product obsolescence, damage or other issues affecting marketability, equal to the difference
between the cost of the inventory and its estimated net realizable value. Factors utilized in the determination of the estimated net realizable value include (i) estimates of future demand, and (ii)
competitive pricing pressures. In accordance with ASC 905, “Agriculture”, all direct and indirect costs of growing hemp are accumulated until the time of harvest and are reported at the lower of
cost or net realizable value. Included in inventory is the Company’s hemp crop under cultivation on farm acreage leased by the Company. The cost of the hemp crop under cultivation is
determined based upon costs to purchase industrial hemp seed and industrial hemp cuttings, plus farm labor, fertilizer, water and power, the cost to harvest and cost for drying services. The costs of
planting, cultivating and harvesting the Company’s hemp crop are capitalized to hemp crop inventory under cultivation, when incurred. The Company determined the cost allocation of the hemp
crop (hemp flowers and hemp cuttings) based upon a proforma Market Value Method. However, based upon current actual sales prices and after reviewing national sales trends, the Company
established an inventory reserve to write down the inventory to net realizable value which is the estimated selling prices in the ordinary course of business, less reasonable predictable costs of
completion, disposal and transportation or shipping. The Company recorded impairment expense on inventory of it finished goods- hemp flowers of $553,440 (see Note 4) during the three months
ended March 31, 2020 and was included in cost of sales as reflected in the accompanying unaudited condensed consolidated statements of operations.

Property and Equipment

Property and equipment are carried at cost less accumulated depreciation. Depreciation is computed using the straight-line method over the estimated useful lives of the assets ranging from 3 to
10 years. The cost of repairs and maintenance is expensed as incurred; major replacements and improvements are capitalized. When assets are retired, or disposed of, the cost and accumulated
depreciation are removed, and any resulting gains or losses are included in the unaudited condensed consolidated statement of operations.

Impairment of long-lived assets

In accordance with ASC Topic 360, the Company reviews long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount of the assets may not
be fully recoverable, or at least annually. The Company recognizes an impairment loss when the sum of expected undiscounted future cash flows is less than the carrying amount of the asset. The
amount of impairment is measured as the difference between the asset’s estimated fair value and its book value.

Derivatives and Hedging- Contracts in Entity’s Own Equity

In accordance with the provisions of ASC 815 “Derivatives and Hedging” the embedded conversion features in the convertible notes (see Note 9) are not considered to be indexed to the
Company’s stock. As a result, these are required to be accounted for as derivative financial liabilities and have been recognized as liabilities on the accompanying consolidated balance sheets. The
fair value of the derivative financial liabilities is determined using a binomial model with Monte Carlo simulation and is affected by changes in inputs to that model including the Company’s stock
price, expected stock price volatility, the expected term, and the risk-free interest rate. The derivative financial liabilities are subject to re-measurement at each balance sheet date and any changes
in fair value is recognized as a component in other income (expenses).
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Revenue Recognition
On January 1, 2018, the Company adopted ASC Topic 606 and the related amendments, Revenue from Contracts with Customers, which requires revenue to be recognized in a manner that
depicts the transfer of goods or services to customers in amounts that reflect the consideration to which the entity expects to be entitled in exchange for those goods or services. The Company
recognizes revenue by applying the following steps:

Step 1: Identify the contract(s) with a customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.

Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.
The Company’s performance obligations are satisfied at the point in time when products are shipped or delivered to the customer, which is when the customer has title and the significant risks and
rewards of ownership. Therefore, the Company’s contracts have a single performance obligation (shipment of product). The Company primarily receives fixed consideration for sales of product.
Payments received from customers that are related to unshipped or undelivered products are recorded as unearned revenue until the shipment of product.

Cost of Sales

The primary components of cost of sales include the cost of the product, and, indirect cost such as utilities, farm lease expenses, and depreciation expenses on farming equipment related to
production and harvesting period.

Research and Development Expenses

The Company follows ASC 730-10, “Research and Development,” and expenses research and development costs when incurred. Accordingly, third-party research and development costs,

including designing, prototyping and testing of product, are expensed when the contracted work has been performed or milestone results have been achieved. Indirect costs are allocated based on
percentage usage related to the research and development. Research and development costs of $0 and $15,000 were incurred for the three months ended March 31, 2020 and 2019, respectively,
and are included in operating expenses on the accompanying unaudited condensed consolidated statements of operations.

Adbvertising Costs

The Company applies ASC 720 “Other Expenses” to account for advertising related costs. Pursuant to ASC 720-35-25-1, the Company expenses the advertising costs when the first time the

advertising takes place. Advertising costs were $57,050 and $50,531 for the three months ended March 31, 2020 and 2019, respectively, and are included in selling and marketing expenses on the

accompanying unaudited condensed consolidated statement of operations.

Shipping and Handling Costs

The Company accounts for shipping and handling fees in accordance with ASC 606. The amounts charged to customers for shipping products are recognized as revenues and the related costs of
shipping products are classified in selling and marketing expenses as incurred. Shipping costs included in selling and marketing expenses were $16,588 and $548 for the three months ended March
31, 2020 and 2019, respectively.

Reclassifications

Certain prior period amounts have been reclassified to conform to the current period presentation. The reclassified amounts have no impact on the Company’s previously reported financial

position or results of operations.
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Stock-Based Compensation

Stock-based compensation is accounted for based on the requirements of the Share-Based Payment Topic of ASC 718 which requires recognition in the financial statements of the cost of
employee and director services received in exchange for an award of equity instruments over the period the employee or director is required to perform the services in exchange for the award
(presumptively, the vesting period). The ASC also requires measurement of the cost of employee and director services received in exchange for an award based on the grant-date fair value of the
award.

Through March 31, 2018, pursuant to ASC 505-50 - Equity-Based Payments to Non-Employees, all share-based payments to non-employees, including grants of stock options, were recognized in
the consolidated financial statements as compensation expense over the service period of the consulting arrangement or until performance conditions are expected to be met. Using a Black Scholes
valuation model, the Company periodically reassessed the fair value of non-employee options until service conditions are met, which generally aligns with the vesting period of the options, and
the Company adjusts the expense recognized in the consolidated financial statements accordingly. In June 2018, the FASB issued ASU No. 2018-07, Improvements to Nonemployee Share-Based

Payment Accounting, which simplifies several aspects of the accounting for nonemployee share-based payment transactions by expanding the scope of the stock-based compensation guidance in
ASC 718 to include share-based payment transactions for acquiring goods and services from non-employees. ASU No. 2018-07 is effective for annual periods beginning after December 15, 2018,
including interim periods within those annual periods. Early adoption is permitted, but entities may not adopt prior to adopting the new revenue recognition guidance in ASC 606. The Company
adoption did not have any material impact on its consolidated financial statements.

The expense is recognized over the vesting period of the award. Until the measurement date is reached, the total amount of compensation expense remains uncertain. The Company records
compensation expense based on the fair value of the award at the reporting date. The awards to consultants and other third-parties are then revalued, or the total compensation is recalculated, based
on the then current fair value, at each subsequent reporting date.

Related Parties

We follow ASC 850, “Related Party Disclosures,” for the identification of related parties and disclosure of related party transactions.

Earnings per Share

We compute basic and diluted earnings per share amounts in accordance with ASC Topic 260, “Earnings per Share”. Basic earnings per share is computed by dividing net income (loss) available
to common shareholders by the weighted average number of common shares outstanding during the reporting period. Diluted earnings per share reflects the potential dilution that could occur if
preferred stock converted to Common Stock and warrants are exercised. Preferred stock and warrants are excluded from the diluted earnings per share calculation if their effect is anti-dilutive.

For the three months ended March 31, 2020 and 2019, the following potentially dilutive shares were excluded from the computation of diluted earnings per shares because their impact was anti-
dilutive:

2020 2019
Stock Options 4,809,822 5,434,375
Stock Warrants 2,014,299 1,362,833
Restricted stock to be issued upon vesting 3,651,379 -
Convertible Preferred Stock 9,460,845 5,542,212
Convertible Debt 10,833,865 250,000
Total 30,770,210 12,589,420

Income Taxes

The Company accounts for income taxes pursuant to the provision of ASC 740-10, “Accounting for Income Taxes” (“ASC 740-10"), which requires, among other things, an asset and liability
approach to calculating deferred income taxes. The asset and liability approach require the recognition of deferred tax assets and liabilities for the expected future tax consequences of temporary
differences between the carrying amounts and the tax bases of assets and liabilities. A valuation allowance is provided to offset any net deferred tax assets for which management believes it is
more likely than not that the net deferred asset will not be realized.
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The Company follows the provision of ASC 740-10 related to Accounting for Uncertain Income Tax Positions. When tax returns are filed, there may be uncertainty about the merits of positions
taken or the amount of the position that would be ultimately sustained. In accordance with the guidance of ASC 740-10, the benefit of a tax position is recognized in the financial statements in the
period during which, based on all available evidence, management believes it is more likely than not that the position will be sustained upon examination, including the resolution of appeals or
litigation processes, if any. Tax positions taken are not offset or aggregated with other positions.

Tax positions that meet the more likely than not recognition threshold are measured at the largest amount of tax benefit that is more than 50 percent likely of being realized upon settlement with
the applicable taxing authority. The portion of the benefit associated with tax positions taken that exceed the amount measured as described above should be reflected as a liability for uncertain tax
benefits in the accompanying balance sheet along with any associated interest and penalties that would be payable to the taxing authorities upon examination. The Company believes its tax
positions are all more likely than not to be upheld upon examination. As such, the Company has not recorded a liability for uncertain tax benefits.

The Company has adopted ASC 740-10-25, “Definition of Settlement”, which provides guidance on how an entity should determine whether a tax position is effectively settled for the purpose of
recognizing previously unrecognized tax benefits and provides that a tax position can be effectively settled upon the completion and examination by a taxing authority without being legally
extinguished. For tax positions considered effectively settled, an entity would recognize the full amount of tax benefit, even if the tax position is not considered more likely than not to be
sustained based solely on the basis of its technical merits and the statute of limitations remains open. The federal and state income tax returns of the Company are subject to examination by the
IRS and state taxing authorities, generally for three years after they are filed.

Non-controlling interests in consolidated financial statements

In December 2007, the FASB issued ASC 810-10-65, “Non-controlling Interests in Consolidated Financial Statements, an amendment of Accounting Research Bulletin No. 51" (“SFAS No.
160”). This ASC clarifies that a non-controlling (minority) interest in subsidiaries is an ownership interest in the entity that should be reported as equity in the consolidated financial statements. It
also requires consolidated net income to include the amounts attributable to both the parent and non-controlling interest, with disclosure on the face of the consolidated income statement of the
amounts attributed to the parent and to the non-controlling interest. In accordance with ASC 810-10-45-21, those losses attributable to the parent and the non-controlling interest in subsidiaries
may exceed their interests in the subsidiary’s equity. The excess and any further losses attributable to the parent and the non-controlling interest shall be attributed to those interests even if that
attribution results in a deficit non-controlling interest balance. On March 11, 2019, the Company acquired a 50.1% limited liability membership interest in EOW, pursuant to a Subscription
Agreement and a Membership Interest Purchase Agreement (see Note 3) and has the right to appoint a manager of the limited liability company. Additionally, on July 5, 2019, the Company
acquired a 51% limited liability membership interest in Paradise Medlife (see Note 3).

Gain (Loss) on Modification/Extinguishment of Debt

In accordance with ASC 470, “Gain (Loss) on Modification/Extinguishment of Debt”, a modification or an exchange of debt instruments that adds or eliminates a conversion option that was
substantive at the date of the modification or exchange is considered a substantive change and is measured and accounted for as extinguishment of the original instrument along with the
recognition of a gain or loss. Additionally, under ASC 470, a substantive modification of a debt instrument is deemed to have been accomplished with debt instruments that are substantially
different if the present value of the cash flows under the terms of the new debt instrument is at least 10 percent different from the present value of the remaining cash flows under the terms of the
original instrument. A substantive modification is accounted for as an extinguishment of the original instrument along with the recognition of a gain/loss.

Leases

In February 2016, the Financial Accounting Standards Board (“FASB”) issued ASU 2016-02, Leases (Topic 842). The updated guidance requires lessees to recognize lease assets and lease
liabilities for most operating leases. In addition, the updated guidance requires that lessors separate lease and non-lease components in a contract in accordance with the new revenue guidance in
ASC 606. The updated guidance is effective for interim and annual periods beginning after December 15, 2018.

On January 1, 2019, the Company adopted ASU No. 2016-02, applying the package of practical expedients to leases that commenced before the effective date whereby the Company elected to
not reassess the following: (i) whether any expired or existing contracts contain leases and; (ii) initial direct costs for any existing leases. For contracts entered into on or after the effective date, at
the inception of a contract the Company assessed whether the contract is, or contains, a lease. The Company’s assessment is based on: (1) whether the contract involves the use of a distinct
identified asset, (2) whether we obtain the right to substantially all the economic benefit from the use of the asset throughout the period, and (3) whether it has the right to direct the use of the
asset. The Company will allocate the consideration in the contract to each lease component based on its relative stand-alone price to determine the lease payments.
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Operating lease ROU assets represents the right to use the leased asset for the lease term and operating lease liabilities are recognized based on the present value of future minimum lease payments
over the lease term at commencement date. As most leases do not provide an implicit rate, the Company use an incremental borrowing rate based on the information available at the adoption date
in determining the present value of future payments. Lease expense for minimum lease payments is amortized on a straight-line basis over the lease term and is included in general and
administrative expenses in the consolidated statements of operations.

Recent Acc ting Pr t

'S

In January 2017, the FASB issued Accounting Standards Update 2017-04, “Intangibles-Goodwill and Other: Simplifying the Test for Goodwill Impairment” (ASU 2017-04). The standard
simplifies the subsequent measurement of goodwill by eliminating Step 2 from the goodwill impairment test. Under the amendments of ASU 2017-04, an entity should perform its goodwill
impairment test by comparing the fair value of a reporting unit with its carrying amount. An entity will recognize an impairment charge for the amount by which the carrying amount exceeds the
reporting unit’s fair value, but the loss cannot exceed the total amount of goodwill allocated to the reporting unit. ASU 2017-04 is effective for the calendar year ending December 31, 2020. The
amendments require a prospective approach to adoption and early adoption is permitted for interim or annual goodwill impairment tests. The adoption of this guidance had no impact on the
Company’s unaudited condensed consolidated financial statements.

The Company has reviewed the FASB issued ASU accounting pronouncements and interpretations thereof that have effectiveness dates during the periods reported and in future periods. We have
carefully considered the new pronouncements that alter previous generally accepted accounting principles and do not believe that any new or modified principles will have a material impact on
the Company’s reported financial position or operations in the near term. The applicability of any standard is subject to the formal review of the Company’s financial management.

Recent Accounting Updates Not Yet Effective

In December 2019, the FASB issued ASU 2019-12, “Simplifying the Accounting for Income Taxes.” This guidance, among other provisions, eliminates certain exceptions to existing guidance

related to the approach for intra-period tax allocation, the methodology for calculating income taxes in an interim period and the recognition of deferred tax liabilities for outside basis differences.
This guidance also requires an entity to reflect the effect of an enacted change in tax laws or rates in its effective income tax rate in the first interim period that includes the enactment date of the
new legislation, aligning the timing of recognition of the effects from enacted tax law changes on the effective income tax rate with the effects on deferred income tax assets and liabilities. Under
existing guidance, an entity recognizes the effects of the enacted tax law change on the effective income tax rate in the period that includes the effective date of the tax law. ASU 2019-12 is
effective for interim and annual periods beginning after December 15, 2020, with early adoption permitted. The Company is currently evaluating the impact of this guidance.

NOTE 3 - ACQUISITION OF ASSETS AND OWNERSHIP
Exactus One World

On March 11, 2019, the Company acquired a 50.1% limited liability membership interest in Exactus One World, LLC (“EOW”), an Oregon limited liability company, formed on January 25, 2019
which since inception, had no operations.

The Company acquired 50.1% limited liability membership interest pursuant to a Subscription Agreement (the “Subscription Agreement”) and a Membership Interest Purchase Agreement (the
“Purchase Agreement”). Under the terms of the Subscription Agreement, the Company acquired a 30% interest in EOW, and an additional 20.1% was acquired from existing members pursuant to
the terms of the Purchase Agreement. The existing members are considered third parties. The Company has the right to appoint a Manager of the limited liability company and has appointed its
President. Under the Operating Agreement for EOW, as amended, the Company has the right to appoint, and remove and replace, if desired, one of three managers of EOW, with each manager
having the full rights to control the business and affairs of EOW. The Company appointed its Interim Chief Executive Officer, Emiliano Aloi, as its Manager of EOW.
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Under the term of the Subscription Agreement, the Company acquired 30% of membership interest in EOW in consideration for cash of $2,700,000 payable as follows:

© $400,000 paid previously for purchase of Hemp Seeds;

© $100,000 upon execution of the LLC Operating Agreement;
© $500,000 on or before April 1,2019;

© $500,000 on or before May 1, 2019;

© $300,000 on or before August 1, 2019;

© $450,000 on or before September 1, 2019 and,

® $450,000 on or before October 1, 2019

The acquisition of the 30% membership interest is deemed to be an investment in and capital contribution to EOW and shall be eliminated upon consolidation. The Company paid a total of
approximately $2,344,000 between April 2019 and September 2019 fully paid the $2,700,000 purchase price during fiscal 2019.

Under the term of the Purchase Agreement, the Company acquired 20.1% of EOW from existing members for aggregate consideration of $2,940,000 consisting of total cash payments of
$1,500,000, 937,500 shares of the Company’s Common Stock, and $450,000 worth of shares of Common Stock on June 14, 2019. Pursuant to the terms of the Purchase Agreement, the Company
issued 937,500 shares of its Common Stock valued at $990,000, or $1.056 per share, the fair value of the Company’s Common Stock based on the quoted trading price on the date of the Purchase
Agreement. No goodwill was recorded since the Purchase Agreement was accounted for as an asset purchase.

During fiscal 2019, the Company fully paid the consideration and was paid to the sellers as follows:

© $300,000 cash and 937,500 shares of the Company’s Common Stock to the sellers upon execution, which was paid during the year ended December 31, 2019;

© $700,000 on April 20, 2019 which was paid on April 18, 2019;

® On June 10, 2019, the Company was required to issue and issued the sellers an additional $450,000 of shares of Common Stock of the Company based upon the 20 day volume weighted
average price per share on the date of issue which was equivalent to $0.89 per share or 503,298 shares of the Company’s Common Stock and was issued in August 2019; and

© $500,000 on September 1, 2019 which was fully paid by November 2019.

Pursuant to ASU 2017-01 and ASC 805, the Company analyzed the operations of EOW and the related agreements to determine if the Company acquired a business or acquired assets. Based on
this analysis, it was determined that the Company acquired assets, primarily consisting of the value of two farm leases for approximately 200 acres of farmland in southwest Oregon for growing
and processing industrial hemp, with lease terms of one year, and a license to operate such farms. The leases are renewable on a year-to-year basis at the option of the Company. Accordingly, the
transaction was not considered a business.

The relative fair value of the assets acquired were based on management’s estimates of the fair values on March 11, 2019. Based upon the purchase price allocation, the following table
summarizes the estimated relative fair value of the assets acquired at the date of acquisition:

Intangible asset — Hemp farming license $ 10,000
Intangible assets — farm leases 2,930,000
Total assets acquired at fair value 2,940,000
Total purchase consideration $ 2,940,000

Additionally, the Company recorded the acquisition of 50.1% of membership interest in EOW under the FASB issued ASC 810-10-65, “Non-controlling Interests in Consolidated Financial
Statements, an amendment of Accounting Research Bulletin No. 51” (“SFAS No. 160”). As of March 31, 2020, the Company recorded a non-controlling interest balance of $(693,288) in
connection with the majority-owned subsidiary, EOW as reflected in the accompanying unaudited condensed consolidated balance sheet and losses attributable to non-controlling interest of
$155,819 and 35,604 during the three months ended March 31, 2020 and 2019, respectively, as reflected in the accompanying unaudited condensed consolidated statements of operations.
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Paradise Medlife, LLC

On July 5, 2019, the Company entered into an Operating Agreement (the “Operating Agreement”) with Paradise Medlife, LLC (“Paradise Medlife”’) and Paradise CBD, LLC. Paradise Medlife is a
Florida Limited Liability Company, organized on April 12, 2019 with no operations since inception. The Company shall contribute capital of $50,000 in the form of CBD products in exchange for
51% ownership of Paradise Medlife. Consequently, Paradise Medlife became a majority owned subsidiary of the Company. To date, Paradise Medlife has no operations. At March 31, 2020, the
Company has not yet contributed the capital of $50,000. The Company anticipates that it will contribute the capital in the form of CBD products during fiscal 2020.

Green Goddess Extracts, LLC

On July 31, 2019 the Company entered into an Asset Purchase Agreement (the “Green Goddess Purchase Agreement”) with Green Goddess Extracts, LLC (“Green Goddess™), a Florida contract
manufacturer and formulator of hemp and vape products. Under the Green Goddess Purchase Agreement, the Company acquired the assets of Green Goddess consisting principally of its right and
interest in the Green Goddess brand, inventory, customer list, intellectual property including IP addresses and trademarks, and entered into an option to acquire the seller’s vape assets, and entered
into an employment agreement with the founder (the “Founder”) of Green Goddess. Green Goddess manufactures and distributes a premium line of hemp-derived products sold through
distributors and online. Green Goddess has been a contract manufacturer for C2M and the Company.

Under the terms of the Green Goddess Purchase Agreement the Company agreed to issue 250,000 shares of the Company’s Common Stock and pay $250,000 cash for the acquisition to be paid in
six installments. The first installment of $41,667 shall be due within 90 days of the closing and the five additional installments shall be paid starting on October 12, 2019 and continuing on the
first day of each following month. At March 31, 2020 and December 31, 2019, the Company has an outstanding balance of $250,000 to the seller which is included in subscription payable as
reflected on the consolidated balance sheets. The Company is currently in default under the Asset Purchase Agreement. However, there are no penalty interest or charges from the default pursuant
to the Asset Purchase Agreement.

The shares vest 1/24 on the closing date and an additional 1/24 vests on the first day of each month thereafter provided that the Company and the Executive under the Employment Agreement
discussed below are neither in breach of this Green Goddess Purchase Agreement or the Employment Agreement. In addition, the Company entered into an agreement under which the Company
may become obligated to issue up to an additional $250,000 of Common Stock (the “Additional Stock Consideration”) based upon the volume weighted average price per share (“VWAP”) for the
20 days prior to issuance, in the event that sales of products utilizing seller’s flavored products exceed $500,000 monthly for a three month average period. The Additional Stock Consideration
shall vest 1/24 on the signature or execution date of this Green Goddess Purchase Agreement and an additional 1/24 vests on the first day of each month thereafter provided that the Company and
the Executive under the Employment Agreement discussed below are neither in breach of this Green Goddess Purchase Agreement or the Employment Agreement.

Additionally, on July 1, 2019, the Company entered into an Executive Employment Agreement (the “Employment Agreement”) with Alejandro De La Espriella (the “Executive”) who is the

managing member of Green Goddess Extracts, LLC. The term of the Employment Agreement shall be for two years and shall be automatically renewed for successive one-year periods unless
either party provides a written notice of non-renewal. The Company agrees to pay the Executive an initial base salary of $120,000 per year subject to annual adjustments determined by the board
of directors of the Company and such Executive shall also be eligible for annual bonus, performance bonus and equity awards as defined in the Employment Agreement.

Pursuant to ASU 2017-01 and ASC 805, the Company analyzed the operations of Green Goddess and the related agreements to determine if the Company acquired a business or acquired assets.
The gross assets include the intellectual property (the related trademark, brand, and IP addresses are determined to be a single intangible asset), the inventory, customer list, non-compete/non-
solicitation and the excess of the consideration transferred over the fair value of the net assets acquired. The Company concluded that substantially all of the fair values of the gross assets acquired
is not concentrated in a single identifiable asset or group of similar identifiable assets.

The set has outputs through the continuation of revenues, and the Company considered the criteria in paragraph 805-10-55-5E to determine whether the set includes both inputs and a substantive
process that together significantly contribute to the ability to create outputs. The set is not a business because: 1) It does not include an organized workforce that could meet the criteria in
paragraph 805-10-55-5E (a) through (b), 2) There are no acquired processes that could meet the criteria in paragraph 805-10-55-5E(c) through (d), and 3) It does not include both an input and a
substantive process. Accordingly, the transaction was not considered a business.
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Additionally, in accordance with ASC 805-10, the 250,000 shares of common stock and the Additional Stock Consideration are tied to continued employment of the Company and as such are
recognized as compensation expenses in the post combination period under Share-Based Payment Topic of ASC 718 which requires recognition in the financial statements of the cost of employee
and services received in exchange for an award of equity instruments over the period the employee is required to perform the services in exchange for the award (presumptively, the vesting
period). The ASC also requires measurement of the cost of employee and services received in exchange for an award based on the grant-date fair value of the award.

The relative fair value of the assets acquired were based on management’s estimates of the fair values on July 31, 2019. Based upon the purchase price allocation, the following table summarizes
the estimated relative fair value of the assets acquired at the date of acquisition:

Intangible asset — trademark $ 3,500
Intangible assets — customer list 212,529
Inventory 33,971
Total assets acquired at fair value 250,000
Total purchase consideration $ 250,000

During fiscal year 2019 the Company fully impaired the assets and resulted in an impairment loss of $186,025 related to the Green Goddess intangible asset.

The Company, Green Goddess and the founder of Green Goddess have each asserted various claims against the other for breach of contract although no proceedings have been commenced.

Currently, the Company has suspended efforts to market and sell CBD products under the Green Goddess brand and Green Goddess has suspended delivery of the Company’s inventory due to the
disputes which involve, among other things, the amounts that were due and owing Green Goddess from C2M for orders placed prior to the asset purchase, the nature and going concern value of
the assets purchased by the Company and representations concerning the operation of the business and performance by the founder under the employment agreement. There can be no assurance
the parties will resolve their differences or that the prior agreements will not be terminated. The CBD products with a cost of $837,153 held inventory had been written down to a value of $0 due
to the age and questionable salability of the product. During fiscal 2019, the Company fully impaired the finished goods related to CBD products and resulted in an impairment loss of $837,153.

Levor, LLC

On September 30, 2019 the Company entered into an Asset Purchase Agreement (the “Levor Purchase Agreement”) with Levor, LLC (“Levor”) and the sole owner and manager of Levor (the
“Seller”). Under the Levor Purchase Agreement, the Company acquired the asset of Levor consisting principally of its rights and interest in the cosmetic brand collection, “Levor Collection”,
which is an all-virtual brand that offers cannabinoid-infused cosmetic products. Under the terms of the Levor Purchase Agreement, the Company agreed to issue 100,000 shares of the Company’s
Common Stock at closing. In addition, the Company entered into an agreement under which the Company may become obligated to issue additional shares of the Company’s common stock to be
earned and payable to the Seller on the 12-month anniversary of the closing date which value is equivalent to 35% of the total annual net revenue of the Levor brand divided by the then closing
bid price of the common stock on the 12-month anniversary (the Earn-out Consideration”). The Seller of Levor has been an employee of the Company since July 24, 2019.

Pursuant to ASU 2017-01 and ASC 805, the Company analyzed the operations of Levor and the related agreements to determine if the Company acquired a business or acquired assets. Based on
this analysis, it was determined that the Company acquired assets, primarily consisting of the its rights and interest in the cosmetic brand collection, “Levor Collection”. The Company concluded
that substantially all of the fair values of the gross assets acquired is concentrated in a single identifiable asset or group of similar identifiable assets. Accordingly, the transaction was not
considered a business.

Pursuant to the terms of the Levor Purchase Agreement, the Company granted 100,000 shares of its Common Stock valued at $70,000, or $0.70 per share, the fair value of the Company’s
Common Stock based on the sale of common stock in the recent private placement.

Additionally, in accordance with ASC 805-10, the Earn-out Consideration is deemed as contingent payment to an employee and the Company determined that the arrangement is compensatory in
nature and as such are recognized as compensation expenses in the post combination period under Share-Based Payment Topic of ASC 718 which requires recognition in the financial statements
of the cost of employee and services received in exchange for an award of equity instruments over the period the employee is required to perform the services in exchange for the award
(presumptively, the vesting period). The ASC also requires measurement of the cost of employee and services received in exchange for an award based on the grant-date fair value of the award.
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The relative fair value of the assets acquired were based on management’s estimates of the fair values on September 30, 2019. Based upon the purchase price allocation, the following table
summarizes the estimated relative fair value of the assets acquired at the date of acquisition:

Intangible asset — Brand $ 70,000
Total assets acquired at fair value 70,000
Total purchase consideration $ 70,000

During fiscal 2019 the Company recorded an impairment expense of $64,167 related to the Levor intangible asset.

NOTE 4 - INVENTORY

Inventory, net consisted of the following:

March 31, December 31,
2020 2019
Finished goods — CBD products $ - $ -
Finished goods — hemp flowers and hemp cuttings 397,098 1,337,809
$ 397,098 $ 1,337,809

During the three months ended March 31, 2020, the Company recorded a reserve or inventory write-off related to damaged inventory of $553,440 due to mold and is included in cost of sales as

reflected in the accompanying unaudited condensed consolidated statements of operations.

NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

As of March 31, As of
Estimated life 2020 December 31,2019
(Unaudited)
Greenhouse 10 years $ 34,465 $ 34,465
Fencing and storage 5 years 44,543 44,543
Irrigation S years 387,975 387,975
Office and computer equipment 3 years 40,834 40,834
Farming Equipment S years 11,500 11,500
Leasehold improvement S years 21,886 21,886
Less: Accumulated depreciation (90,497) (63,770)
$ 450,706 $ 477,433

Depreciation expense amounted to $26,727 and $0 for the three months ended March 31, 2020 and 2019, respectively.

NOTE 6 - INTANGIBLE ASSET

At March 31, 2020 and December 31, 2019, intangible asset consisted of the following:

March 31, 2020

December 31,

Useful life 2019
(Unaudited)

Farm leases - EOW 3 year $ 2,930,000 $ 2,930,000
Hemp operating license - EOW 1 year 10,000 10,000
Trademark — Green Goddess 3 year - 3,500
Customer list — Green Goddess 3 year - 212,529
Brand - Levor 3 year - 70,000
2,940,000 3,226,029
Less: accumulated amortization (1,038,939) (828,526)
Less: impairment expense - (250,192)
$ 1,901,061 $ 2,147,311
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For the three months ended March 31, 2020, amortization of intangible assets amounted to $246,250 and $52,688, respectively. During fiscal 2019, the Company fully impaired the intangible
assets related to the Green Goddess and Levor brands.

Amortization of intangible assets attributable to future periods is as follows:

Year ending December 31: Amount

2020 (remainder) $ 732,500

2021 976,667

2022 191,894
$ 1,901,061

NOTE 7 - OPERATING LEASE RIGHT-OF-USE ASSETS AND OPERATING LEASE LIABILITIES

On March 1, 2019, the Company, through its majority-owned subsidiary, EOW, entered into a farm lease agreement for a lease term of one year. The lease premise is located in Cave Junction,

Oregon and consists of approximately 100 acres. The lease requires the Company to pay 5% of the net income realized by the Company from the operation of the lease farm. Accordingly, the
Company recognized $0 Right-of-use asset (“ROU”) and lease liabilities on this farm lease as the Company has not determined when it will generate net income from this lease. The lease shall
continue in effect from year to year except for at least a 30-day written notice of termination. The Company has not paid any lease payments under this agreement for the three months ended
March 31, 2020 and for fiscal 2019. EOW is in the process of arranging a sub-lease agreement with the affiliated company.

On March 1, 2019, the Company, through its majority-owned subsidiary, EOW, entered into a farm lease agreement for a lease term of one year. The lease premise is located in Grants Pass,
Oregon and consists of approximately 100 acres. The lease requires the Company to pay $120,000 per year, whereby $50,000 was payable upon execution and $70,000 shall be payable prior to
planting for agricultural use or related purposes. The lease shall continue in effect from year to year except for at least a 30-day written notice of termination. EOW is in the process of arranging a
sub-lease agreement with the affiliated company.

On April 30, 2019, the Company, through its majority-owned subsidiary, EOW, entered into a farm lease agreement for a lease term of one year. The lease premise is located in Cave Junction,

Oregon and consists of approximately 38 acres. The lease requires the Company to pay $76,000 per year, whereby $38,000 was payable upon execution and $38,000 shall be payable on
September 15, 2019 and 2% of the net income realized by the Company from the operation of the leased farm. The lease shall continue in effect from year to year for five years except for at least
a 30-day written notice of termination. The Company has paid the initial payment of $26,000 and the remaining $12,000 was paid directly to the landlord by an affiliated company who is renting
the portion of the lease property from the Company. The affiliated company is owned by two managing members of EOW. EOW is in the process of arranging a sub-lease agreement with the
affiliated company.

On July 9, 2019, the Company entered into a Commercial Lease Agreement (the “Lease™) with Skybar Holdings, LLC, a Florida limited liability company. Pursuant to the Lease, the Company
will rent the entire first floor (consisting of approximately 4,000 square feet) of a property located in Delray Beach, Florida (the “Premises”). The Company plans to develop the Premises to create
a hemp-oriented health and wellness retail venue, including education, clothing and cosmetics, and explore franchise opportunities. The initial term of the Lease is 5 years commencing August 1,
2019, with two 5-year extension options. The Lease includes a right of first refusal in favor of the Company to lease any space that becomes available on the 2nd and 3rd floor of the Premises and
a right of first refusal to purchase the Premises. Pursuant to the Lease, the Company will pay rent equal to $40,000 per month in advance in addition to all applicable Florida sales and/or federal
taxes and security deposit of $40,000. Effective one year from the lease commencement date and each year thereafter, the rent shall increase at least three percent (3%) per year. The lessor of the
Premises is a limited liability company owned or controlled by Vladislav (Bobby) Yampolsky, the manager and controlling member of C2M, the Company’s largest stockholder. As of March 31,

2020, no rent payments have been made. As of March 31, 2020, the Company recorded accrued expense of $200,000 in connection with this lease agreement.

-19-




EXACTUS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2020

In adopting ASC Topic 842, Leases (Topic 842), the Company has elected the ‘package of practical expedients’, which permit it not to reassess under the new standard its prior conclusions about
lease identification, lease classification and initial direct costs. In addition, the Company elected not to apply ASC Topic 842 to arrangements with lease terms of 12 month or less. The Company
is reasonably certain that it will exercise its option to extend the three farm leases for a period of three years and the Company used 5 years lease term for the commercial lease.

The Company adopted ASC Topic 842 on January 1, 2019. Between March 2019 and August 2019 which are the execution dates of various lease agreements, the Company recorded right-of-use

assets totaling $2,431,362 and total lease liabilities of $2,431,362 based on an incremental borrowing rate of 10%. The Company recorded lease expense of $166,619 and $10,000 for the three
months ended March 31, 2020 and 2019, respectively. During the three months ended March 31, 2020, lease expenses of $0 was included in cost of sales and $166,619 was included in general and
administrative expenses as reflected in the accompanying unaudited condensed consolidated statements of operations.

The cash outflows from operating leases for the three months ended March 31, 2020 was $169,000. The weighted average remaining lease term and the incremental borrowing rate for operating
leases at March 31, 2020 were 2.56 years and 10%, respectively.

Right of Use (“ROU”) Asset is summarized below:

As of
As of December 31,
March 31, 2020 2019
(Unaudited)
Farm lease, ROU Asset $ 506,506 $ 506,506
Commercial lease ROU 1,924,856 1,924,856
Less: Accumulated amortization (374,996) (258,109)
Balance of ROU asset $ 2,056,366 $ 2,173,253
Operating lease right-of-use assets consisted of the following:
March 31, December 31,
2020 2019
(Unaudited)
Operating lease right-of-use assets — related party $ 1,705,115 $ 1,782,443
Operating lease right-of-use assets — unrelated party 351,251 390,810
Operating lease right-of-use assets, net $ 2,056,366 $ 2,173,253
Operating lease liability related to the ROU asset is summarized below:
As of
As of December 31,
March 31, 2020 2019
(Unaudited)
Farm lease $ 506,506 $ 506,506
Commercial lease 1,924,856 1,924,856
Total lease liability 2,431,362 2,431,362
Reduction of lease liability (285,879) (172,410)
Total 2,145,483 2,258,952
Less: current portion (498,778) (432,065)
Long term portion of lease liability $ 1,646,705 $ 1,826,887
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Operating lease liabilities, current portion consisted of the following:

March 31, December 31,
2020 2019
(Unaudited)
Operating lease liabilities — related party 324,628 262,196
Operating lease liabilities — unrelated party 174,150 169,869
Operating lease liabilities 498,778 432,065
Operating lease liabilities, long-term portion consisted of the following:
March 31, December 31,
2020 2019
(Unaudited)
Operating lease liabilities — related party 1,469,604 1,605,945
Operating lease liabilities — unrelated party 177,101 220,942
Operating lease liabilities 1,646,705 1,826,887
Minimum lease payments under non-cancelable operating lease at March 31, 2020 are as follows:
Year ended December 31, 2020 $ 682,000
Year ended December 31, 2021 696,580
Year ended December 31, 2022 560,933
Year ended December 31, 2023 531,063
Year ended December 31, 2024 315,140
Total 2,785,716
Less: undiscounted payments during the three months ended March 31, 2020 (169,000)
Total undiscounted future minimum lease payments due as of March 31, 2020 2,616,716
Imputed interest (471,233)
Total operating lease liability N 2,145,483

NOTE 8 - NOTES PAYABLE — RELATED PARTIES

During October 2019, the Company entered into two short-term promissory notes (the “Notes™) for an aggregate principal amount of $94,056 and gross cash proceeds of $85,000 (original issue
discount of $9,056). A note with principal amount of $55,556 was subscribed by Andrew Johnson, an officer of the Company. The Notes became due and payable between October 18, 2019 and
December 16, 2019 and bear interest at a rate of twelve (12%) percent per annum prior to the maturity date, and eighteen (18%) per annum if unpaid following the maturity date. The Notes are
unsecured obligations of the Company. In addition, the Notes carry a 10% original issue discount of $9,056 which have been amortized and recorded in interest expense on the accompanying
consolidated statements of operations. In December 2019, the Company repaid one of the notes with principal amount of $38,500 and accrued interest of $770. The Company is currently
negotiating to extend the maturity date of the related party note with principal amount of $55,556.

During February 2020, the Company entered into a short-term promissory note for principal amount of $22,461 and gross cash proceeds of $20,419 (original issue discount of $2,042) with a
certain stockholder of the Company. The note became due and payable on March 8, 2020 and bear interest at a rate of eighteen (18%) percent per annum prior to the maturity date, and eighteen
(18%) per annum if unpaid following the maturity date. The note is unsecured obligation of the Company. In addition, the note carries a 10% original issue discount of $2,042 which have been
amortized and recorded in interest expense on the accompanying unaudited condensed consolidated statements of operations. As of March 31, 2020, the principal balance of this note amounted to
$22.,461.

During the three months ended March 31, 2020 and 2019, the Company recognized $2,239 and $524, respectively, of interest expense. As of March 31, 2020 and December 31, 2019, the notes
had accrued interest balances of $3,517 and $1,278, respectively. As of March 31, 2020 and December 31, 2019, the principal balance under the notes was $78,017 and $55,556, respectively.
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NOTE 9 - CONVERTIBLE NOTES PAYABLE

The Company’s convertible notes, net of debt discount, consisted of the following as of March 31, 2020 and December 31, 2019:

Convertible Notes in the aggregate amount of $100,000, issued on March 22, 2018. The Notes bear interest at a rate of 5% per annum and will
mature on February 1, 2023. If a qualified financing from which at least $5 million of gross proceeds are raised occurs prior to the maturity date,
then the outstanding principal balance of the notes, together with all accrued and unpaid interest thereon, shall be automatically converted into a
number of shares of the Company’s Common Stock at $0.40 per Share. The Notes offers registration rights wherein the Company agrees that
within 45 days of a Qualified Offering, prior to the Maturity Date, the Company shall file a registration statement with the SEC registering for
resale of the shares of Company’s Common Stock into which the Notes are convertible. The Company shall send a written conversion notice to
the lender pursuant to the note agreement during the second quarter of fiscal 2020 and as such the principal balance of the convertible note
remains outstanding as of March 31, 2020 and December 31, 2019. The Company reclass the principal balance to current portion as of March 31,
2020.

Convertible Note in the amount of $833,333, issued on November 27, 2019. The Company entered into a Securities Purchase Agreement (the

“Purchase Agreement”) with a single institutional investor (the “Purchaser”), pursuant to which the Company agreed to sell to Purchaser in a series
of 3 closings up to $1,944,444 in aggregate principal amount of the Company’s senior secured convertible promissory notes (the “Notes”) and

warrants to purchase shares of the Company’s Common Stock (the “Warrants”). On November 27, 2019 (the “Initial Closing Date”), the Company
issued a Note in the principal amount of $833,333, and a two-year Warrant to purchase 275,612 shares of Common Stock at an exercise price of
$0.756 per share (see Note 10). The Notes will be issued at a 10% original issue discount and bear an interest rate of 8%. The Notes mature one
year after their issuance unless accelerated due to an event of default. The Notes are redeemable, in whole or in part, at any time at the discretion of
the Company. At the Initial Closing Date, the Company received net proceeds, after the original issue discount and the Purchaser’s counsel fees, of
$730,000. Each note is convertible at the option of the note holder at any time into shares of our common stock at the fixed conversion rate of
$0.50 per share. However, the conversion rate is subject to adjustment in the event of default, redemption and upon the occurrence of certain events
affecting stockholders generally, such as stock splits and recapitalizations. The Company must pay amortization redemption payments equaling

one-ninth of the original principal amount due on each note commencing 90 days after issuance and continuing during the following eight months
(each an “Amortization Redemption”). The note holder may at its option accelerate up to six future amortization redemption payments, in which
case the note holder may demand the accelerated amortization amounts be paid in shares of the Company’s common stock at the lesser of i) the
fixed conversion rate of $0.50 per share of common stock, or (ii) the rate equal to 80% of the lowest volume weighted average price, or VWAP,

during the 10 trading days immediately before the applicable date of the amortization redemption payment (“Amortization Conversion Rate”).
Amortization redemption payment amount is equivalent to 110% of the sum of (i) one-ninth (1/9th) of the Original Principal Amount of this Note,

(i) 100% of all accrued and unpaid interest on the principal amount of this Note that is subject to such Amortization Redemption, (iii) 100% of the

Make-Whole Amount payable in respect of the principal amount of this Note that is subject to such Amortization Redemption (as applicable), and

(iv) all liquidated damages, costs of collection and other amounts payable in respect of this Note as of the applicable amortization redemption
payment Date for such Amortization Redemption. If the Company fails to make a redemption payment, the note holder may demand the

amortization amounts be paid in shares of the Company’s common stock at the lesser of fixed conversion rate of $0.50 per share of common stock

or the Amortization Conversion Rate. In addition, in the event of a subsequent issuance of the Company’s common stock or debt, the Company is

subject to mandatory redemption provisions as defined in the note agreement. The Company may not issue shares of the Company’s common

stock to third parties at a price lower than the fixed conversion rate of $0.50 per share of common stock without the consent of the note holder. At

this time, the Company is delinquent in its payments under the initial convertible note, with the May 1, 2020, April 1, 2020, and a portion of the

February 25, 2020 payments currently in arrears. The Company intends to make these payments and the upcoming monthly payments with receipts
from product sales and/or the proceeds of additional equity funding. The Company paid original issuance cost of $83,333, cash commission and
loan fees of $92,055, and recorded redemption premium of $88,889 related to the amortization redemption payment in connection with this note
payable and are being amortized over the term of the note. On the Initial Closing Date, certain FINRA broker-dealers who acted on behalf of the

Company were paid aggregate cash commissions of approximately $72,055 and were granted a four-year warrant to acquire an aggregate of
84,187 shares of Common Stock at an exercise price of $0.792 per share of common stock at any time before the close of business four years after
their issuance, subject to adjustment in the event of stock dividends, splits, fundamental transactions, or other changes in our capital structure.

Carrying Amount of Convertible Debt, net of debt discount

Less: Current Portion, net of debt discount
Convertible Notes, Long Term

22-

2020
(Unaudited) 2019
$ 100,000 $ 100,000
302,214 85,906
$ 402,214 $ 185,906
(402,214) (85,900)
$ - $ 100,000




The following is a summary of the carrying amounts of convertible notes as of March 31, 2020 and December 31, 2019:

2020 2019
(Unaudited)
Principal Amount $ 933,333 $ 933,333
Add: amortization of redemption premium 33,949 8,280
Less: principal payments (50,000) -
Less: unamortized debt discount and debt issuance costs (515,068) (755,707)
Total convertible debt less unamortized debt discount and debt issuance costs $ 402,214 $ 185,906

In connection with the issuance of notes during fiscal 2019, on the initial measurement date of the notes, the fair values of the embedded conversion option of $1,457,290 was recorded as
derivative liabilities of which $786,823 was charged to current period operations as initial derivative expense and $670,467 was recorded as a debt discount which was amortized into interest
expense over the term of the note. The Company recognized change in fair value of derivative liabilities of $106,486 during the three months ended March 31, 2020. The Company recognized
gain on extinguishment of debt due to repayment and conversions of notes into shares of common and preferred stock of $3,007,629 and change in fair value of derivative liabilities of $896,000
during the three months ended March 31, 2019. The Company determined that the conversion options embedded in the convertible notes require liability presentation at fair value. Each of these
instruments provide the holder with the right to convert into Common Stock at a fixed discount market, with certain notes subject to a cap on the conversion price. These clauses cause uncertainty
as to the number of shares issuable upon conversion of convertible debt and accordingly require liability presentation on the balance sheet in accordance with US GAAP. For the three months
ended March 31, 2020 and 2019, the Company measured the fair value of the embedded derivatives using a binomial model and Monte Carlo simulations, and the following assumptions:

2020 2019
376.76% to
Expected Volatility 230.26% 567.11%
0.66
Expected Term Years 0.25 to 1.0 Years
Risk Free Rate 0.15% 2.41% to 2.54%
Dividend Rate 0.00% 0.00%

During the three months ended March 31, 2020 and 2019, the Company recognized $17,876 and $24,534, respectively, of interest expense. During the three months ended March 31, 2020 and
2019, the Company amortized debt discount of $266,308 and $339,806, respectively, of interest expense.

As of March 31, 2020 and December 31, 2019, the notes had accrued interest balances of $22,164 and $15,399, respectively.
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NOTE 10 - STOCKHOLDERS’ EQUITY (DEFICIT)

On January 11, 2019, the Board of Directors of the Company approved a reverse stock split of the Company’s Common Stock at a ratio of 1-for-8 (the “Reverse Stock Split”) including shares
issuable upon conversion of the Company’s outstanding convertible securities. All share and per share values of the Company’s Common Stock for all periods presented in the accompanying
consolidated financial statements are retroactively restated for the effect of the Reverse Stock Split.

In January 2019, the Company approved the 2019 Equity Incentive Plan (the “2019 Plan”) which provides for the issuance of incentive awards in the form of non-qualified and incentive stock
options, stock appreciation rights, restricted stock awards and restricted stock unit awards. The 2019 Plan provides for a share limit equal to 15% of the total of the number of the issued and
outstanding shares of the Company’s Common Stock and all shares of Common Stock issuable upon conversion or exercise of any outstanding securities of the Company.

Preferred Stock
The Company’s authorized preferred stock consists of 50,000,000 shares with a par value of $0.0001.

Series A - On February 17, 2016, the Board of Directors voted to designate a class of preferred stock entitled Series A Preferred Stock, consisting of up to five million (5,000,000) shares, par value
$0.0001 per share.

On December 21, 2018, we filed a Certificate of Cancellation of our previously filed Certificate of Designation of Preferences, Rights and Limitations of Series A Preferred Stock in order to
designate 1,000,000 shares as a new Series of Preferred Stock for issuance to former Holders of our Notes under the Exchange Agreements (See Note 8), and filed a new Certificate of Designation
of Preferences, Rights and Limitations of Series A Convertible Preferred Stock.

Pursuant to the Series A Preferred Certificate of Designation, the Company issued shares of Series A Preferred. Each share of Series A Preferred has a stated value of $1.00 per share. In the event
of a liquidation, dissolution or winding up of the Company, each share of Series A Preferred Stock will be entitled to a payment as set forth in the Certificate of Designation. The Series A
Preferred is convertible into such number of shares of the Company’s common stock, par value $0.0001 per share equal to the Stated Value of $1.00, divided by $0.20, subject to adjustment in the
event of stock split, stock dividends, and recapitalization or otherwise. Pursuant to the Exchange Agreements each holder of Notes shall be issued Series A Preferred in the amount of the purchase
price paid for such Notes by the buyer under the Exchange Agreement, including any penalty, interest and premium payments. Each share of Series A Preferred entitles the holder to vote on all
matters voted on by holders of Common Stock as a single class. With respect to any such vote, each share of Series A Preferred entitles the holder to cast such number of votes equal to the number
of shares of Common Stock such share of Series A Preferred is convertible into at such time, but not in excess of the conversion limitations set forth in the Series A Preferred Certificate of
Designation. The Series A Preferred will be entitled to dividends to the extent declared by the Company.

On January 20, 2020, the Company converted 30,090 Series A Preferred Stock into 150,450 shares of Common Stock.
There are 323,019 and 353,109 shares of Series A Preferred Stock outstanding as of March 31, 2020 and December 31, 2019, respectively.

Series B-1 - On February 29, 2016, the Company’s Board of Directors voted to designate a class of preferred stock entitled Series B-1 Convertible Preferred Stock (“Series B-1 Preferred Stock”),
consisting of up to 32,000,000 shares, par value $0.0001 per share. With respect to rights on liquidation, winding up and dissolution, the Series B-1 Preferred Stock ranks pari passu to the class of
Common Stock. Shares of Series B-1 Preferred Stock have no dividend rights except as may be declared by the Board in its sole and absolute discretion, out of funds legally available for that
purpose. Shares of Series B-1 Preferred Stock are convertible, at the option of the holder, into shares of Common Stock at a conversion rate of 0.125 shares for 1 share basis. Holders of Series B-1
Preferred Stock have the right to vote as-if-converted to Common Stock on all matters submitted to a vote of holders of the Company’s Common Stock. On February 29, 2016, the Company
issued 30,000,000 shares of Series B-1 Preferred Stock.

There are 1,650,000 shares of Series B-1 preferred stock outstanding, which are convertible into 206,250 shares of common stock, as of March 31, 2020 and December 31, 2019.

Series B-2 - On February 17, 2016, the Company’s Board of Directors voted to designate a class of preferred stock entitled Series B-2 Convertible Preferred Stock (“Series B-2 Preferred Stock™),
consisting of up to 10,000,000 shares, par value $0.0001 per share, with a stated value of $0.25 per share. With respect to rights on liquidation, winding up and dissolution, holders of Series B-2
Preferred Stock will be paid in cash in full, before any distribution is made to any holder of common or other classes of capital stock, an amount of $0.25 per share. Shares of Series B-2 Preferred
Stock have no dividend rights except as may be declared by the Board in its sole and absolute discretion, out of funds legally available for that purpose. Shares of Series B-2 Preferred Stock are
convertible, at the option of the holder, into shares of Common Stock at a conversion rate of 0.125 shares for 1 share basis. Holders of Series B-2 Preferred Stock have the right to vote as-if-
converted to Common Stock on all matters submitted to a vote of the holders of the Company’s Common Stock. For so long as any shares of Series B-2 Preferred Stock are issued and
outstanding, the Corporation shall not issue any notes, bonds, debentures, shares of preferred stock, or any other securities that are convertible to Common Stock unless such conversion rights are
at a fixed ratio or a fixed monetary price (Note 9). On February 29, 2016, the Company issued 2,084,000 shares of Series B-2 Preferred Stock.

There are 7,516,000 shares of Series B-1 preferred stock outstanding, which were convertible into 939,500 shares of common stock as of March 31, 2020 and December 31, 2019.
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Series C - On June 30, 2016, the Company’s Board of Directors approved a Certificate of Designation authorizing 1,733,334 shares of new Series C Preferred Stock, par value $0.0001 per
share. The Series C Preferred Stock ranks equally with the Company’s Common Stock with respect to liquidation rights and is convertible to Common Stock at a conversion rate of 0.125 shares
for 1 share basis. The conversion rights of holders of the Series C Preferred Stock are limited such that no holder may convert any shares of preferred stock to the extent that such holder,
immediately following the conversion, would own in excess of 4.99% of the Company’s issued and outstanding shares of common stock. This limitation may be increased to 9.99% upon 61 days
written notice by a holder of the Series C Preferred Stock to the Company.

As of March 31, 2020 and December 31, 2019, there were no shares of Series C Preferred Stock issued and outstanding.

Series D - On March 1, 2018, the Company’s Board of Directors voted to designate a class of preferred stock entitled Series D Convertible Preferred Stock consisting of up to 200 shares, par
value $0.0001 per share, to offer for sale to certain accredited investors, including affiliates of the Company, with a maximum offering amount of $2,200,000. Pursuant to the terms of the Series D
Subscription Agreement, immediately following the consummation of an offering of the Company’s Common Stock for which the gross proceeds of the offering exceed $5,000,000, each share of
Series D automatically converts into 25,000 shares of Common Stock. Upon the liquidation, dissolution or winding up of the Company, each holder of Series D Convertible Preferred Stock shall
be entitled to receive, for each share of Series D Convertible Preferred Stock held, $10,000 per share payable pari passu with the Company’s Series B-2 Convertible Preferred Stock. ~ Shares of
Series D Preferred Stock have no dividend rights except as may be declared by the Board in its sole and absolute discretion, out of funds legally available for that purpose. Holders of Series D
Preferred Stock have the right to vote as-if-converted to Common Stock on all matters submitted to a vote of holders of the Company’s Common Stock. At no time may shares of Series D
Convertible Preferred Stock be converted if such conversion would cause the holder to hold in excess of 4.99% of our issued and outstanding Common Stock, subject to an increase in such
limitation up to 9.99% of the issued and outstanding Common Stock on 61 days’ written notice to the Company.

There are 18 shares of Series D preferred stock outstanding which were convertible into 450,000 shares of common stock as of March 31, 2020 and December 31, 2019.

Series E - On August 1, 2019 the Company issued 10,000 shares of newly designated Series E 0% Convertible Preferred Stock, par value $0.0001 per share (the “Series E Preferred”) to C2M
pursuant to the MSA. Under the terms of the Series E Preferred, C2M may only convert such shares of Series E Preferred into shares of the Company’s Common Stock, if the closing price of
Common Stock on the principal trading market, shall exceed $2.00 per share for 5 consecutive trading days. Once vested, the shares of Series E Preferred held by C2M are intended to either be
converted at $1.60 per share of Common Stock or optionally redeemed out of the proceeds of future financings, at the option of C2M.

Each share of Series E Preferred is convertible into 625 shares of the Company’s Common Stock and have a stated value of $1,000 per share. The conversion ratio is subject to adjustment in the
event of stock splits, stock dividends, combination of shares and similar recapitalization transactions. The Company is prohibited from effecting conversions of the Series E Preferred to the extent
that, as a result of such conversion, the holder beneficially owns more than 4.99% (which may be increased to 9.99% upon 61 days’ written notice), in the aggregate, of the issued and outstanding
shares of Common Stock calculated immediately after giving effect to the issuance of shares of Common Stock upon the conversion of the Series E Preferred. Holders of the Series E Preferred
shall be entitled to vote on all matters submitted to shareholders and shall be entitled to the number of votes equal to the number of shares of Common Stock into which the shares of Series E
Preferred Stock are convertible, subject to applicable beneficial ownership limitations. The Series E Preferred Stock provides a liquidation preference equal to par value.

The Series E Preferred has a no mandatory redemption rights however, in the event that we raise $5,000,000 from a capital raising transaction involving any equity or equity-linked financing
during any fiscal quarter in an amount which would cause the Company’s cash or cash equivalents to exceed $5,000,000 (a “Fundamental Transaction”), the Company is required from the

proceeds of such offering, to offer C2M a right to redeem Series E Preferred then outstanding as follows:

(A) 0% percent of the net proceeds of the Fundamental Transaction, after deduction of the amount of net proceeds required to leave the Company (together with our existing cash on hand
immediately prior to the completion of the Fundamental Transaction) with cash on hand of $5,000,000; plus

(B) 10% percent of the next $5,000,000 of net proceeds of the Fundamental Transaction; plus

(C) 100% of the net proceeds of the Fundamental Transaction thereafter (until the Series E Preferred is redeemed in full).
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The shares of Series E Preferred are convertible into Common Stock, once vested, at a price of $1.60 per share. The Company is not obligated to file a registration statement with respect to the
shares of Common Stock into which Series E Preferred shares may be converted. The Company believes that the occurrence of the Fundamental Transaction is considered a conditional event and
as a result the instrument does not meet the definition of mandatorily redeemable financial instrument based from ASC 480-10-25, “Distinguishing Liabilities from Equity”. This financial
instrument was assessed at each reporting period to determine whether circumstances have changed such that the instrument met the definition of a mandatorily redeemable instrument (that is, the
event is no longer conditional). If the event has occurred, the condition is resolved, or the event has become certain to occur, the financial instrument will be reclassified as a liability.

On July 31, 2019, the Company granted 10,000 Series E Preferred in connection with a Management and Services Agreement (the “MSA”) with C2M, the Company’s largest shareholder (see
Note 11). The Company valued the 10,000 Series E Preferred shares which is equivalent into 6,250,000 common shares at a fair value of $0.54 per common share or $3,375,000 based on the sales
of common stock on recent private placements on the dates of grant. During the three months ended March 31, 2020, the Company recorded stock-based compensation of $158,523 and prepaid
expense — related party of $2,955,681 to be amortized over the term of the MSA.

As of March 31, 2020 and December 31, 2019, there were 10,000 shares of Series E Preferred Stock issued and outstanding which were convertible into 6,250,000 shares of common stock.
Common Stock

The Company’s authorized Common Stock consists of 650,000,000 shares with a par value of $0.0001 per share.

Sale of Common Stock for private placement

During the three months ended March 31, 2020, the Company sold an aggregate of 500,000 shares of Common Stock for total proceeds of $100,000.

Conversion of Series A Preferred stock into Common Stock

On January 20, 2020, the Company converted 30,090 Series A Preferred Stock into 150,450 shares of Common Stock.

Common Stock for services

On January 23, 2020, the Company issued 250,000 shares of Common Stock for legal services to be rendered in fiscal 2020 and valued the shares of Common Stock at the fair value of
approximately $0.4948 per common share or $123,700 based on the based on the quoted trading price on the date of grant. The Company recorded stock-based compensation of $123,700 during
the three months ended March 31, 2020.

On January 23, 2020, the Company issued an aggregate of 515,000 shares of Common Stock to two officers and three employees of the Company for services in fiscal 2020 and as an incentive to

retain such employees and valued the shares of Common Stock at the fair value of approximately $0.4948 per common share or $254,823 based on the based on the quoted trading price on the
date of grant. The Company recorded stock-based compensation of $254,823.

Common Stock issued for Vested Restricted Common Stock Award

During the three months ended March 31, 2020, the Company issued an aggregate of 209,727 of Common Stock to employees and consultants for vested restricted stock awards (see Restricted
Common Stock below).

Common Stock issued for Unissued Stock

There were 287,500 shares of common stock issuable which were issued during the three months ended March 31, 2020.
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Common Stock Warrants

A summary of the Company’s outstanding stock warrants as of March 31, 2020 and changes during the period ended are presented below:

Weighted
Average
Weighted Remaining
Number of Average Contractual Life
Warrants Exercise Price (Years)
Balance at December 31, 2019 2,014,299 $ 0.45 3.31
Granted — — —
Cancelled — — —
Exercised — — —
Forfeited — — —
Balance at March 31, 2020 2,014,299 $ 0.45 3.06
Warrants exercisable at March 31, 2020 2,014,299 $ 0.45 3.06
Weighted average fair value of warrants granted during the period $ —

As of March 31, 2020, aggregate intrinsic value in connection with exercisable warrants amounted to $0.During the three months ended March 31, 2020 and 2019, the Company recorded stock-
based compensation of $0 and $1,114,062, respectively.

Common Stock Options
Stock Option Plan

In September 2018, the Company’s stockholders approved the 2018 Equity Incentive Plan (the “2018 Plan”). The 2018 Plan provides for the issuance of incentive awards in the form of non-
qualified and incentive stock options, stock appreciation rights, restricted stock awards, and restricted stock unit awards. The awards may be granted by the Company’s Board of Directors to its
employees, directors and officers and to consultants, agents, advisors and independent contractors who provide services to the Company or to a subsidiary of the Company. The exercise price for
stock options must not be less than the fair market value of the underlying shares on the date of grant. The incentive awards shall either be fully vested and exercisable from the date of grant or
shall vest and become exercisable in such installments as the Board or Compensation Committee may specify. Stock options expire no later than ten years from the date of grant. The aggregate
number of shares of Common Stock which may be issued pursuant to the Plan is 9,500,000. Unless sooner terminated, the Plan shall terminate in 10 years.

On January 11, 2019, the Company’s shareholders approved the 2019 Equity Incentive Plan (the “2019 Plan”). The purpose of the 2019 Plan is to provide a means for the Company to continue to
attract, motivate and retain management, key employees, consultants and other independent contractors, and to provide these individuals with greater incentive for their service to the Company by
linking their interests in the Company’s success with those of the Company and its shareholders. The 2019 Plan is limited such that the maximum number of shares of Common Stock that may be
delivered pursuant to awards granted under the 2019 Plan may not exceed fifteen percent (15%) of the total of: (a) the issued and outstanding shares of our Common Stock, and (b) all shares
common stock issuable upon conversion or exercise of any of our outstanding securities which are convertible or exercisable into shares of Common Stock under the terms thereof.
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Stock option activity for the three months ended March 31, 2020 is summarized as follows:

Weighted
Average
Weighted Remaining
Number of Average Contractual
Options ExercisePrice Life(Years)
Balance at December 31, 2019 4,671,280 $ 0.29 7.29
Granted 1,000,000 0.30 10.00
Forfeited (861,458) 0.53 0.00
Balance at March 31, 2020 4,809,822 0.29 8.94
Options exercisable at March 31, 2020 3,450,448 $ 0.25 8.77

Weighted average fair value of options granted during the period $0.33

As of March 31, 2020, aggregate intrinsic value in connection with exercisable options amounted to $115,625. As of March 31, 2020, 1,359,375 outstanding options are unvested and there was
$529,896 unrecognized compensation expense in connection with unvested stock options.

In February 2020, the Company granted 1,000,000 options to purchase shares of the Company’s Common Stock to Derek Du Chesne, the Company’s President in connection with his employment
agreement (see Note 11). The options have a 10-year term from the date of grant and was exercisable at an exercise price of $0.30 per share. The fair value of the options granted amounted to
$0.33 per option or $332,900.

The Company estimates the fair value of stock options using the Black-Scholes valuation model. Compensation expense related to stock options granted is measured at the grant date based on the
estimated fair value of the award and is recognized on a straight-line basis over the requisite service period. The assumptions used in the Black-Scholes model for the options granted during the
three months ended March 31, 2020 are presented below:

Risk-free interest rate 1.55%
Expected volatility 263%
Expected term (in years) 10
Expected dividend yield 0%

The risk-free interest rate is based on the U.S. Treasury yield for a period consistent with the expected term of the option in effect at the time of the grant. Expected volatility is based on the
historical volatility of the Company’s common stock. The expected term assumption for stock options granted is the contractual term of the option award. The Company has never declared or paid
dividends on its common stock and has no plans to do so in the foreseeable future. Forfeitures are recognized as a reduction of stock-based compensation expense as they occur.

The Company recognized $140,866 and $891,799 of compensation expense relate to the vesting of stock options for the three months ended March 31, 2020 and 2019, respectively. These
amounts are included in general and administrative expenses on the accompanying unaudited consolidated statement of operations.

Restricted Common Stock

A summary of the status of the restricted common stock and changes during the three months ended March 31, 2020 is as follows.

Weighted
Average
Grant-Date Fair
Restricted Stock Value
Common Stock Per Share
Balance at December 31, 2019 3,583,328 $ 0.68
Granted 277,778 0.38
Vested and issued (209,727) (0.62)
Forfeited - -
Balance at March 31, 2020 3,651,379 $ 0.66
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On January 14, 2020, in connection with his appointment to the Board of Directors, Alvaro Daniel Alberttis was awarded $100,000 worth of restricted common stock, valued at the closing market
price of the Company’s common stock on the date of the appointment. These shares vest at a rate of 1/24th on the date of grant, and 1/24t per month thereafter, contingent upon his continued
service. The Company valued the shares of restricted common stock at the fair value of $0.36 per common share or $100,000 based on the quoted trading price on the date of grant.

During the three months ended March 31, 2020, the Company recorded stock-based compensation of $117,903 in connection with vested restricted common stock grants. As of March 31, 2020,
unamortized or unvested stock-based compensation costs related to restricted share arrangements was $2,379,344 and will be recognized over a weighted average period of 1.11 years.

NOTE 11 - COMMITMENTS AND CONTINGENCIES
Legal Matters

In the ordinary course of business, the Company enters into agreements with third parties that include indemnification provisions which, in its judgment, are normal and customary for companies
in the Company’s industry sector. These agreements are typically with business partners, clinical sites, and suppliers. Pursuant to these agreements, the Company generally agrees to indemnify,
hold harmless, and reimburse indemnified parties for losses suffered or incurred by the indemnified parties with respect to the Company’s product candidates, use of such product candidates, or
other actions taken or omitted by us. The maximum potential amount of future payments the Company could be required to make under these indemnification provisions is unlimited. The
Company has not incurred material costs to defend lawsuits or settle claims related to these indemnification provisions. As a result, the estimated fair value of liabilities relating to these
provisions is minimal. Accordingly, the Company has no liabilities recorded for these provisions as of March 31, 2020 and December 31, 2019.

In July 2018 the Company received notice of the expiration and termination of a license agreement dated January 19, 2016 acquired through the Share Exchange by our subsidiary Exactus
BioSolutions, Inc that the Company recognized as an intangible asset from Digital Diagnostics, Inc. (“Digital Diagnostics”) related to our FibriLyzer and MatriLyzer technologies. In addition, on
December 14, 2018 we received a letter from KD Innovation, Ltd. (“KDI”) and Dr. Krassen Dimitrov, our former director seeking payment for alleged past due consulting fees from June 2017
through November 2018 pursuant to a Consulting Agreement dated January 20, 2016. On January 23, 2019, Digital Diagnostics, made a demand for compensation against the Company in
connection with an alleged breach of a License Agreement. Under the terms of these agreements, the parties are required to arbitrate claims. Although we dispute the material allegations made by
Digital Diagnostics and KDI, if such actions were successful damages could be awarded against us.

On December 14, 2018, the Company received a termination and demand notice from KD Innovation, Ltd, an entity 100% owned by a former Board member, in connection with a consulting
agreement KDI entered into with the Company’s subsidiary, Exactus Biosolutions, Inc., on or about January 20, 2016. No lawsuit has been filed; however, in the event a lawsuit is filed, the

Company intends to vigorously contest the matter. On September 9, 2019, Dr. Krassen Dimitrov, a former director, commenced an arbitration proceeding against the Company and its wholly-

owned subsidiary Exactus Biosolutions, Inc. before the American Arbitration Association. The complaint alleges breach of a consulting agreement for services by Dr. Dimitrov during 2017-2019,
among other claims, and seeks $750,000 in damages. The Company has filed an answer denying the claims and asserting numerous counterclaims against Dr. Dimitrov and his affiliated entities,
KD Innovation Ltd., and Digital Diagnostics, Inc. An arbitrator has been appointed in the matter and on May 1, 2020 issued a procedural order suspending further proceedings.
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On September 25, 2019, Jonathan Gilbert, a former director, filed and served a complaint against the Company in the courts of Nassau County, New York. The complaint alleges that Mr. Gilbert

is entitled to retain certain cancelled equity awards and seeks specific performance and damages. In February 2019, the Company granted 1,000,000 options to purchase shares of the Company’s
Common Stock to a former director of the Company, Jonathan Gilbert, with vesting terms pursuant to the respective stock option agreement. The former director resigned as a director of the
Company in August 2019. The options have a term of 10 years from the date of grant and was exercisable at an exercise price at $0.01. The Company already recognized $320,000 of
compensation expense which relates to the vesting of 500,000 stock options prior to his resignation. After Jonathan Gilbert’s resignation, he filed a complaint against the Company disputing his

rights to receive the Company’s common stock through the exercise of his stock options. In January 10, 2020, Mr. Gilbert and the Company entered into a Settlement and General Release
Agreement and both parties agreed to such consideration. The Company will issue to Mr. Gilbert 375,000 shares of the Company’s common stock whereby 187,500 shares of common stock shall
be issued immediately (“First Tranche”) and another 187,500 shares of common stock shall be issued immediately and held by the transfer agent and delivered on the six month anniversary of this
agreement (“Second Tranche™) (collectively the First and Second Tranche shall be called “Settlement Stock™). The Settlement Stock is by virtue of the exercise of Mr. Gilbert’s stock options and
any required payments from the exercise of the stock options have been credited or forgiven. The Settlement Stock which is issued under the Stock Option Plan based upon the exercise of the
stock options registered pursuant to the Company’s registration statement on form S-8 (File no. 333-229025). The Company and Mr. Gilbert have released and discharged each other from all
claims and demands. In January 2020, Mr. Gilbert dismissed the lawsuit against the Company. Pursuant to the Settlement and General Release Agreement dated in January 2020, the Company

recorded the issuance of 375,000 shares at par value upon the exercise of the 375,000 stock options and cancelled the remaining 625,000 stock options during fiscal 2019.

On February 26, 2020 a complaint was filed against the Company in the Circuit Court, Palm Beach County, Florida on behalf of two former employees of the Company. The case is entitled Ryan
Borcherds and Miriam Martinez vs. Exactus, Inc. (Case No. 103978709). These former employees were hired in January 2020. The complaint alleges the Company failed to pay wages and
compensation to 2 employees under the Fair Labor Standards Act, breach of contract and violation of various Florida statutes, including allegations on behalf of other similarly situated persons.

On May 8, 2020, an amended complaint was filed against the Company in the Circuit Court, Palm Beach County, Florida on behalf of six former employees, with one additional employee added
to the suit in June 2020. The amended case is entitled Ryan Bocherds, Marc Reiss, Jeannine Boffa, Benjamin Blair, Miriam Martinez and Michael Amoroso vs. Exactus, Inc, (Case No. 50-2020-

CA-002274-MB). The other four former employees were hired between April 2019 and December 2019. As of March 31, 2020 and December 31, 2019, the Company has recorded total accrued
salaries of $90,974 and $26,494 from these former employees, respectively. The complaint seeks approximately $106,000 in unpaid wages plus special damages, liquidated damages, interest and
attorney’s fees. The Company has retained legal representation and intends to vigorously contest the matter.

Leases

On March 1, 2019, the Company, through its majority-owned subsidiary, EOW, entered into a farm lease agreement for a lease term of one year. The lease premise is located in Cave Junction,
Oregon and consist of approximately 100 acres. The lease requires the Company to pay 5% of the net income realized by the Company from the operation of the lease farm. The lease shall
continue in effect from year to year except for at least a 30-day written notice of termination (see Note 7).

On March 1, 2019, the Company, through its majority-owned subsidiary, EOW, entered into a farm lease agreement for a lease term of one year. The lease premise is located in Glendale, Oregon
and consist of approximately 100 acres. The lease requires the Company to pay $120,000 per year, whereby $50,000 was payable upon execution and $70,000 shall be payable prior to planting
for agricultural use or related purposes. The lease shall continue in effect from year to year except for at least a 30-day written notice of termination (see Note 7).

On April 30, 2019, the Company, through its majority-owned subsidiary, EOW, entered into a farm lease agreement for a lease term of one year. The lease premise is located in Cave Junction,
Oregon and consists of approximately 38 acres. The lease requires the Company to pay $76,000 per year, whereby $38,000 was payable upon execution and $38,000 shall be payable on
September 15, 2019 and 2% of the net income realized by the Company from the operation of the lease farm. The Company has paid the initial payment of $26,000 and the remaining $12,000
was paid directly to the landlord by an affiliated company who is renting the portion of the lease property from the Company. The affiliated company is owned by two managing members of
EOW. EOW is in the process of arranging a sub-lease agreement with the affiliated company. The lease shall continue in effect from year to year for five years except for at least a 30-day written
notice of termination (see Note 7).

On July 9, 2019, the Company entered into a Commercial Lease Agreement (the “Lease”) with Skybar Holdings, LLC, a Florida limited liability company. Pursuant to the Lease, the Company
will rent the entire first floor (consisting of approximately 4,000 square feet) of a property located in Delray Beach, Florida (the “Premises”). The Company plans to develop the Premises to create
a hemp-oriented health and wellness retail venue, including education, clothing and cosmetics, and explore franchise opportunities. The initial term of the Lease is 5 years commencing August 1,
2019, with two 5-year extension options. The Lease includes a right of first refusal in favor of the Company to lease any space that becomes available on the 2nd and 3rd floor of the Premises and
a right of first refusal to purchase the Premises. Pursuant to the Lease, the Company will pay rent equal to forty thousand dollars per month in advance in addition to all applicable Florida sales
and/or federal taxes. Effective one year from the lease commencement date and each year thereafter, the rent shall increase at least three percent (3%) per year. The lessor of the Premises is a
limited liability company owned or controlled by Vladislav (Bobby) Yampolsky, the manager and controlling member of C2M, the Company’s largest stockholder.

-30-




EXACTUS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2020

On July 1, 2019, the Company entered into an office lease agreement for a lease term of six months beginning July 1, 2019 ending December 31, 2019 for a total rental of $6,052 for six months.
The lease premise is located in Delray Beach, Florida. In December 2019, the Company and landlord agreed to extend the lease for another 6-month term from January 2020 to June 2020 with the
same terms in the original lease agreement.

Master Product Development and Supply Agreement

On January 8, 2019, the Company entered into a Master Product Development and Supply Agreement (the “Development Agreement”) with Ceed2Med, LLC (“C2M”). C2M has provided the
Company access to expertise, resources, skills and experience suitable for producing products with active phyto-cannabinoid (CBD) rich ingredients including isolates, distillates, water soluble,
and proprietary formulations. Under the Development Agreement, the Company has been allotted a minimum of 50 and up to 300 kilograms per month, and up to 2,500 kilograms annually, of
active phyto-cannabinoid (CBD) rich ingredients for resale. The Company expects to be able to offer tinctures, edibles, capsules, topical solutions and animal health products manufactured for us
by C2M to satisfy demand for branded and white-label products that the Company intends to offer to sell in the future. The founders of C2M established their first CBD business in 2014. C2M
will also be responsible for overseeing all farming and manufacturing activities of the Company.

Whereas, in consideration for the Development Agreement, C2M was issued 8,385,691 shares of our Common Stock on January 8, 2019. Additionally, the Company granted immediately vested
10-year options to purchase 750,000 shares of Common Stock to founders of C2M and our Interim Chief Executive Officer, Emiliano Aloi, with exercise price of $0.32 per share. As a result,

C2M was our largest shareholder holding (inclusive of the vested options) approximately 51% of our outstanding Common Stock on the date of the Development Agreement.

C2M will provide personnel necessary for the Company's growth. Utilizing C2M employees and facilities, the Company has been able to rapidly access resources and opportunities in the hemp-
derived CBD industry. Emiliano Aloi of C2M became a member of our Advisory Board in January 2019 and was appointed President of the Company on March 11, 2019.

Management and Services Agreement

As previously disclosed, on March 11, 2019, the Company acquired, through our majority-owned subsidiary, EOW, from the Company’s largest shareholder, C2M, certain rights to a 50.1%
limited liability membership interest in certain farm leases and operations in Oregon in order to enter into the business of hemp farming for the 2019 grow season. During May 2019, the Company
appointed Emiliano Aloi, the President of the Company, to the additional position of co-manager of EOW. The Company farmed approximately 200 acres of hemp for harvest and production
during 2019.

On July 31, 2019, the Company finalized and entered into a Management and Services Agreement in order to provide the Company project management and various other benefits associated with
the farming rights, operations and opportunities with C2M, including assignment by C2M of C2M’s agreements and rights to acquire approximately 200 acres of hemp farming. Under the terms of
the MSA, C2M agreed to provide further access to the opportunities and know-how of C2M, consented to the appointment of Emiliano Aloi, a seasoned hemp veteran previously an advisor and

currently the Company’s President, and to provide the Company and EOW additional services consisting of, among other things:

e right of participation for further investment and business opportunities in order to rapidly expand our business and operations in hemp-derived
CBD;

e cxecutive, sourcing, vendor, product, production and other expertise and
resources;

e appointment of Aloi to the position of President;
e introductions to farming and other financing;

e designs for international “Hemp-Café” store design and franchise opportunities including plans, drawings, approvals and authorizations, leads and
contacts;

® access to leasing of prime real estate in Delray Beach Florida with an option to purchase, and the continuing assistance of the founder of C2M in connection with management, design, and
promotion of the project;

e drawings, designs and specifications for extraction, production and manufacturing facilities and
resources;

e brand development and support services.

31-




EXACTUS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2020

The Company finalized the compensation arrangements for C2M as contemplated in connection with the March 2019 transactions and the additional agreements with C2M under the MSA
following tax, accounting and legal review including the treatment of the issuance of preferred stock in connection with the transactions. While the assignment initially contemplated a $9 million
payment from the Company to C2M, the parties agreed to payment in a new class of preferred stock, convertible above market. As a further condition to payment of the consideration, the value of
the 50.1% interest in EOW was required to be not less than $25 million, with a third-party valuation and fairness opinion from a third-party prior to payment. The term of the MSA commenced on
the date of this agreement.

In October 2019, the Company entered into an amendment to the MSA (the “MSA Amendment”). The MSA Amendment extended the termination date of the MSA to December 31, 2024 and
expanded the scope of services to be provided by C2M to the Company. Included in the scope of services was to negotiate with the minority owners of EOW, an amendment to the Operating
Agreement of EOW for the distribution and allocation to provide for up to 100% (from 50.1%) of the results of operations of the 2019 harvest or yield resulting from all plants germinated during
the calendar year December 31, 2019.

Distribution and Profit-Sharing Agreement

On November 20, 2019, the Company entered into the Non-Exclusive Distribution and Profit-Sharing Agreement with Canntab Therapeutics USA (Florida), Inc. Pursuant to the agreement, which

has a term of 2 years and is subject to automatic renewal. The Company is a non-exclusive distributor of certain Canntab products throughout the U.S. Canntab will not grant a third-party the right
to promote, sell or deliver the products within the U.S. during the term of the agreement, subject to certain exceptions. In addition, the Company agreed to share equally with Canntab in the gross
profits received from the sale of their products by the Company. With respect to Canntab’s sales of products, the Company will receive 10% of the gross profits. In connection with the Canntab

Agreement, the Company also entered into a Supply Agreement with Canntab, which has a term of 2 years and is subject to automatic renewal, pursuant to which the Company agreed to sell hemp
extracts to Canntab. Due to a need for additional warehouse space and disruptions caused by the Covid-19 pandemic, the Company has not distributed Canntab products to date.

Employment Agreements

Andrew Johnson, the Company’s Chief Strategy Officer, is serving under a two-year employment agreement adopted on March 11, 2019 at an annual salary of $110,000, which was increased to
$150,000 on January 23, 2020. In addition, he will be entitled to an annual cash bonus, in an amount as determined by the board of directors, if the Company meets or exceeds criteria adopted by
the Compensation Committee of the Board of Directors. He shall also be eligible for grants of awards under stock option or other equity incentive plans of the Company as the Company’s
Compensation Committee. For the 2019 year, he received a cash bonus of $100,000 to be paid in equal installments over the next 12 months which have been recorded in accrued expenses on the
consolidated balance sheet as of March 31, 2020 and December 31, 2019.

Derek Du Chesne, the Company’s current President, Chief Growth Officer, and a Director, is serving under a two-year employment agreement dated February 18, 2020 and entered into in
connection with his service as Chief Growth Officer. Du Chesne’s base salary for the initial year of service will be $150,000, increasing to not less than $250,000 for the second year of service,
subject to annual review by the Board of Directors. He will be entitled to quarterly cash bonuses based on a percentage of our net sales to be determined. In addition, Mr. Du Chesne will be
entitled to annual cash bonuses as follows: (1) up to 250% of base salary for the 2020 calendar year, if: (A) Company’s net income on a consolidated basis for the 2020 fiscal year is equal to or in
excess of $5,000,000; or (B) Company’s net sales on a consolidated basis is equal to or in excess of $40,000,000 during the 2020 fiscal year; and (2) 200% of base salary for the 2021 calendar
year, subject to the satisfaction of performance criteria set by the Board in consultation with a third-party compensation expert and Mr. Du Chesne. He will be eligible to participate in the
Company’s Equity Incentive Plan during his employment. Upon execution of the Agreement, he was granted options to purchase up to 1,000,000 shares of the Company’s common stock at a price
of $0.50 per share. 250,000 of these options were vested immediately, with the remaining 750,000 options to vest in equal installments over the next twenty-four months. The employment
agreement with Mr. Du Chesne is intended to provide direct incentives to increase company sales, while providing a reasonable base compensation for his service. Following his appointment as
President, he is to receive 1,000,000 shares of common stock as additional compensation, with vesting and other terms to be decided by our Compensation Committee. On March 5, 2020, the
Board of directors of the Company approved the repricing of Mr. Du Chesne’s stock options to 90% of the market price on the original date of grant or exercise price of $0.30 per share (see Note
10).
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Distribution Agreements

On February 4, 2020, the Company entered into a Supply and Distribution Agreement with HTO Holdings Inc (dba “Hemptown, USA”), enabling the Company to purchase and sell Hemptown’s
Cannabigerol (CBG) and Cannabidiol (CBD) products, including top flower, biomass and extracts (crude, isolates, distillates, and water soluble). Ceed2Med, LLC, the Company’s largest
shareholder, is also a significant investor in Hemptown USA and is party to a distribution agreement with the Company. The Interim Chief Executive Officer and C2M, LLC will cooperate in
developing plans to coordinate the Company’s efforts to introduce CBG and expand its efforts to sell CBD products. This agreement shall remain in force for a period of one year from effective
date and shall renew automatically in one-year increments for three years unless either party gives written notice of its intention not to renew at least 60 days prior to expiration. On March 28,
2020, the Company amended the Supply and Distribution Agreement Pursuant to the amendment whereby the Company agreed to also (i) aid Hemptown’s management with product compliance
requirements, (ii) participate in discussions related to Hemptown’s 2020 farming, harvesting and processing plans as well as joint supply scenarios, (iii) interact with Hemptown’s ingredient and
manufacturing divisions to facilitate development of documents for selected SKUs to service the white label market, and (iv) aid Hemptown’s CEO in overseeing the entire supply chain to
establish best practices in quality and compliance and lower costs. In addition, Hemptown agrees to pay the Company $3,500 a month in consulting fees.

On November 20, 2019, the Company entered into the Non-Exclusive Distribution and Profit-Sharing Agreement with Canntab Therapeutics USA (Florida), Inc. Pursuant to the agreement, which
has a term of 2 years and is subject to automatic renewal. The Company is a non-exclusive distributor of certain Canntab products throughout the U.S. Canntab will not grant a third-party the right
to promote, sell or deliver the products within the U.S. during the term of the agreement, subject to certain exceptions. In addition, the Company agreed to share equally with Canntab in the gross
profits received from the sale of their products by us. With respect to Canntab’s sales of products, the Company will receive 10% of the gross profits. In connection with the Canntab Agreement,
the Company also entered into a Supply Agreement with Canntab, which has a term of 2 years and is subject to automatic renewal, pursuant to which we agreed to sell hemp extracts to Canntab.
Due to a need for additional warehouse space and disruptions caused by the Covid-19 pandemic, the Company has not distributed Canntab products to date.

NOTE 12 - RELATED PARTY CONSIDERATIONS

Some of the officers and directors of the Company are involved in other business activities and may, in the future, become involved in other business opportunities that become available. They
may face a conflict in selecting between the Company and other business interests. We have not formulated a policy for the resolution of such conflicts.

On November 20, 2017, Dr. Dimitrov, former director of the Company, provided a notice to the Company stating that he was resigning from the Board, effective immediately. Dr. Dimitrov
indicated that his resignation from the Board was based on the deteriorating relationship between the Company and Digital Diagnostics over the non-payment of fees owed by the Company
pursuant to the licensing agreement between the Company and Digital Diagnostics (See Note 11). The Company paid $0 during the three months ended March 31, 2020 and 2019. There was no
change during the three months ended March 31, 2020.

For the three months ended March 31, 2020 and 2019, $0 and $15,000 was recognized in Research and Development expenses for consulting provided by Dr. Dimitrov, respectively. As of March
31, 2020 and December 31, 2019, $575,000 was included in accounts payable for both periods to KD Innovation Ltd., an affiliated entity of Dr. Dimitrov. There was no change during the three
months ended March 31, 2020.

On January 8, 2019, the Company entered into a Master Product Development and Supply Agreement with C2M (see Note 11). At March 31, 2020 and December 31, 2019, accounts payable to
C2M related to purchase of finished products amounted to $8,342. During the three months ended March 31, 2020, the Company did not purchase any finished products from C2M. C2M is a
majority stockholder of the Company. During the three months ended March 31, 2020, the Company recognized revenues from C2M of $315,800 from sales of flowers and recorded related cost
of sales of $357,783. Additionally, accounts receivable from C2M as of March 31, 2020 amounted to $94,800.

From time to time, the Company’s subsidiary, EOW, receives advances from an affiliated company which is owned by three members of EOW for working capital purposes. The advances are

non-interest bearing and are payable on demand. The Company advanced $127,500 during fiscal 2019 to these related parties which resulted to a receivable or due from related parties of $127,500
as of March 31, 2020 and December 31, 2019. These advances are short-term in nature, non-interest bearing and due on demand.
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As of March 31, 2020 and December 31, 2019, accounts receivable from a related party customer amounted to $12,860 and $18,860, respectively. The customer is an affiliated company which is
substantially owned by a managing member of EOW.

On July 9, 2019, the Company entered into a Commercial Lease Agreement (the “Lease™) with Skybar Holdings, LLC, a Florida limited liability company. Pursuant to the Lease, the Company
will rent the entire first floor (consisting of approximately 4,000 square feet) of a property located in Delray Beach, Florida (the “Premises”). The Company plans to develop the Premises to create
a hemp-oriented health and wellness retail venue, including education, clothing and cosmetics, and explore franchise opportunities. The initial term of the Lease is 5 years commencing August 1,
2019, with two 5-year extension options. The Lease includes a right of first refusal in favor of the Company to lease any space that becomes available on the 2nd and 3rd floor of the Premises and
a right of first refusal to purchase the Premises. Pursuant to the Lease, the Company will pay rent equal to $40,000 per month in advance in addition to all applicable Florida sales and/or federal
taxes and security deposit of $40,000. Effective one year from the lease commencement date and each year thereafter, the rent shall increase at least three percent (3%) per year. The lessor of the
Premises is a limited liability company owned or controlled by Vladislav (Bobby) Yampolsky, a member of the Board and the founder, manager and controlling member of C2M, the Company’s
largest stockholder. As of March 31, 2020, no rent payments have been made. As of March 31, 2020, the Company recorded accrued expense of $200,000 in connection with this lease agreement.

As of March 31, 2020 and December 31, 2019, accounts payable from two affiliated companies and C2M totaled to $454,511 ($350,000, $96,169 and $8,342, respectively).

From January 31, 2020 through March 31, 2020, the Company’s Interim Executive Chairman, Bobby Yampolsky, made a series of advances to the Company in the approximate total amount of
$85,000 and has been included in due to related party as reflected in the accompanying unaudited condensed consolidated balance sheets. These advances are short-term in nature and non-interest
bearing (see Note 14).

Note 13 - CONCENTRATION OF REVENUE AND SUPPLIER

During the three months ended March 31, 2020, total sale of CBD products and hemp flowers to two customers represented approximately 89% (51%, and 38% - related party) of the Company’s
net sales. During the three months ended March 31, 2019, total sale of CBD products to one customer represented approximately 100% of the Company’s net sales.

As of March 31, 2020, total accounts receivable from two customers represented approximately 85% (60%, and 25% - related party) of total accounts receivable. As of December 31, 2019, total
accounts receivable, net from two customers and one related party customer represented approximately 82% (18%, 38%, and 26% - related party) of total accounts receivable.

As of March 31, 2020, total accounts payable from two vendors represented approximately 38% (23% and 15%-related party) of total accounts payable. As of December 31, 2019, total accounts
payable from two vendors and one affiliated company represented approximately 60% (12%, 30% and 18% -related party) of total accounts payable. The affiliated company is owned by three
members of EOW.

NOTE 14 - SUBSEQUENT EVENTS

In accordance with authoritative guidance, the Company has evaluated any events or transactions occurring after March 31, 2020, the balance sheet date, through the date of filing of this report
and note that there have been no such events or transactions that would require recognition or disclosure in the unaudited condensed consolidated financial statements as of and for the quarter
ended March 31, 2020, except as disclosed below.

Sale of Common Stock

Subsequent to the reporting period, and up through June 24, 2020, the Company accepted shareholder subscriptions in the total amount of $250,000 in exchange for issuance of 2,500,000 shares

of Common Stock in an offering exempt under Rule 506 of Regulation D.
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Due to Related party

From April 1, 2020 through April 10, 2020, the Company’s Interim Executive Chairman, Bobby Yampolsky, made a series of advances to the Company in the approximate total amount of
$12,000. He had previously advanced a total of $85,000 to the Company during the three months ended March 31, 2020 bringing into a total amount of $97,000 to date. These advances are short-
term in nature and non-interest bearing. On June 11, 2020, Mr. Yampolsky has tendered his resignation as a member and interim chairman of the board of directors of the Company. Additionally,

the Company agreed to pay $12,500 on June 11, 2020 and a monthly installment payment of approximately $7,084 beginning July 15, 2020 to June 15, 2021. On June 11, 2020, the Company
paid $12,500 of these related party advances.

Restricted Common Stock Grants

On April 29, 2020, the Company appointed two new board members and shall each be granted $100,000 worth of restricted common stock under the 2019 Equity Incentive Plan with vesting
period of 1/24th upon date of grant and 1/24th per month on the first day of each calendar months thereafter until fully vested so long as they continue in their service as board of directors of the
Company.

On April 29, 2020, the Company appointed a new advisory board member of the Company and shall be granted $50,000 worth of restricted common stock under the 2019 Equity Incentive Plan
with vesting period of 1/24th upon date of grant and 1/24th per month on the first day of each calendar months thereafter until fully vested so long as they continue in their service as member of
the Advisory Board of the Company.

On April 29, 2020, Derek Du Chesne acceptedhis appointment to the additional positions of President and a member of our Board of Directors (see Note 11). Ibllowing his appointment as
President, the Company granted 1,000,000 shares of restricted common stock as additional compensation, with vesting and other terms to be decided by the Company’s Compensation Committee.

On June 11, 2020, the Company appointed Julian Pittam as Board Chairman and has granted Mr Pittam $100,000 worth of restricted common stock under the 2019 Equity Incentive Plan with
vesting period of 1/24th upon date of grant and 1/24th per month on the first day of each calendar months thereafter until fully vested so long as they continue in their service as board of directors
of the Company.

Notice of Delinquent Payment

At this time, the Company is delinquent in its payments under the initial convertible note executed on November 27, 2019 (see Note 9), with the May 1, 2020 and April 1, 2020 payments
currently in arrears. The Company intends to make these payments and the upcoming monthly payments with receipts from product sales and/or the proceeds of additional equity funding. On May
20, 2020, the Company entered into a Forbearance Agreement with the investor (the “Holder”) regarding the initial convertible note. Under the Forbearance Agreement, the investor has agreed to
forebear from exercising any default-related rights and remedies subject to the following conditions and material terms:

e The Company has paid the Holder $60,000 in cash before July 1, 2020. Additional monthly payments required under the Amortization Schedule for the note shall continue to be due on or
before the first day of each calendar month thereafter, commencing with the $110,000 payment originally due April 1, 2020 now being due on or before August 1, 2020, and the subsequent
monthly payments listed on the Amortization Schedule to be paid monthly in the sequence listed. Interest shall continue to accrue on the principal balance of the Note at the rate(s) stated
therein, with all additional accrued interest resulting from this extension of payment deadlines to be paid as part of the last monthly payment.

e The payments that are in arrears from February, April and May can be paid in whole or in part at any time at the sole election of the Holder in shares of common stock at the Amortization
Conversion Price (defined as 80% of the lowest volume weighted average price, or VWAP, during the 10 trading days immediately before the applicable date of the amortization redemption

payment).

e Unless or until a default under the Forbearance Agreement occurs, the fixed conversion price under the note will remain $0.50 per share, and the note shall continue to bear interest at the non-
default rate of 8% per annum.

e Unless or until a default under the Forbearance Agreement occurs, the contractual limit on issuances of shares to issue shares of common stock or options to employees, officers, directors,
consultants, advisors or contractors will be increased from 5% to 10% or our issued an outstanding common stock.

e The Company has issued the Holder 500,000 shares of our common stock in consideration for the
forbearance.
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Conversion of Notes

On May 27, 2020, the Company issued 247,588 shares of its common stock at a contractual conversion price of $0.130863, as a result of the conversion of principal of $30,000 and interest of
$2,4000f the convertible note.

On June 10, 2020, the Company issued 564,000 shares of its common stock at a contractual conversion price of $0.09, as a result of the conversion of principal of $47,000 and interest of $3,760
of the convertible note.

U.S. Small Business Administration Loan

On May 28, 2020, the Company received a Secured Disaster Loan in the amount of $99,100 from the U.S. Small Business Administration. The loan carries interest at a rate of 3.75% per year,
requires monthly payments of principal and interest, and matures in thirty (30) years. Installment payments, including principal and interest, of $483 monthly, will begin Twelve (12) months from
the date of the promissory Note. The SBA loan is secured by a security interest in our tangible and intangible assets. The loan proceeds are to be used as working capital to alleviate economic
injury caused by the Covid-19 disaster occurring in the month of January 31, 2020 and continuing thereafter.

Paycheck Protection Program Funding

On May 22, 2020, the Company received federal funding in the amount of $236,410.27 through the Paycheck Protection Program (the “PPP”). PPP funds have certain restrictions on use of the
funding proceeds, and generally must be repaid within five (5) years at 1% interest. The PPP loan may, under circumstances, be forgiven.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
Forward-Looking Statements

Certain statements, other than purely historical information, including estimates, projections, statements relating to our business plans, objectives, and expected operating results, and the
assumptions upon which those statements are based, are “forward-looking statements.” These forward-looking statements generally are identified by the words “believes,” “project,” “expects,”
“anticipates,” “estimates,” “intends,” “strategy,” “plan,” “may,” “will,” “would,” “will be,” “will continue,” “will likely result,” and similar expressions. Forward-looking statements are based on
current expectations and assumptions that are subject to risks and uncertainties which may cause actual results to differ materially from the forward-looking statements. Our ability to predict
results or the actual effect of future plans or strategies is inherently uncertain. Factors which could have a material adverse affect on our operations and future prospects on a consolidated basis
include, but are not limited to,: changes in economic conditions, legislative/regulatory changes, availability of capital, interest rates, competition, and generally accepted accounting principles.
These risks and uncertainties should also be considered in evaluating forward-looking statements and undue reliance should not be placed on such statements.

»

” 2 2 2 .

Business Overview

We are a Nevada corporation organized under the name Solid Solar Energy, Inc in 2008 and renamed Exactus, Inc. in 2016. We began to pursue opportunities in Cannabidiol, which we refer to as
CBD, in 2019.

In December 2018, we expanded our focus to pursue opportunities in hemp-derived CBD. This decision was based in part on the passing of the 2018 Farm Bill, known as the Agriculture
Improvement Act of 2018, which will remain in force through 2023. The 2018 Farm Bill authorized the production of hemp and removed hemp and hemp seeds from the Drug Enforcement
Administration’s, or the DEA’s, schedule of Controlled Substances. It also directed the U.S. Department of Agriculture, or the USDA, to issue regulations and guidance to implement a program to
create a consistent regulatory framework around production of hemp throughout the United States. On October 31, 2019, the USDA, Agricultural Marketing Services, issued an interim final rule
(with request for comments). The rule outlines provisions for the USDA to approve plans submitted by states and Indian tribes. The U.S. Domestic Hemp Production Program establishes federal
regulatory oversight of the production of hemp in the U.S. The program authorizes the USDA to approve plans submitted by states and Indian tribes for the domestic production of hemp and
establishes a federal plan for producers in states or territories that choose not to administer a state or tribe specific plan, provide the state or tribe does not ban hemp production.

Prior to the 2018 Farm Bill, Cannabis sativa L. with delta-9 tetrahydrocannabinol, or THC, levels greater than 0.3% fell within the definition of “marijuana” under the Controlled Substances Act,
or the CSA, and was therefore a Schedule I controlled substance unless it fell under a narrow range of exceptions (e.g., the “mature stalks” of the plant). As a result, many aspects of domestic
production of what is now defined as hemp was limited to persons registered under the CSA to do so. Under the Agricultural Act of 2014, which we refer to as the 2014 Farm Bill, State
departments of agriculture and institutions of higher education were permitted to produce hemp as part of a pilot program for research purposes. The authority for hemp production provided in the
2014 Farm Bill was extended by the 2018 Farm Bill, which was signed into law on December 20, 2018.

Ceed2Med Agreements

Our goal is to rapidly establish one or more principal sources of supply and to develop wholesale and retail sales channels for CBD end-products to be sold to humans and for animal health, such
as nutraceuticals, supplements and pet and farm products.

On January 8, 2019 we entered into a Master Product Development and Supply Agreement (the “Development Agreement”) with Ceed2Med, LLC (“C2M”). C2M has provided the Company
access to expertise, resources, skills and experience suitable for producing products with active phyto-cannabinoid (CBD) rich ingredients including isolates, distillates, water soluble, and
proprietary formulations. Under the Development Agreement, we have been allotted a minimum of 50 and up to 300 kilograms per month, and up to 2,500 kilograms annually, of active phyto-
cannabinoid (CBD) rich ingredients for resale. We expect to be able to offer tinctures, edibles, capsules, topical solutions and animal health products manufactured for us by C2M to satisfy
demand for branded and white-label products that we intend to offer to sell in the future. The founders of C2M established their first CBD business in 2014. C2M will also be responsible for
overseeing all farming and manufacturing activities of the Company.
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Whereas, in consideration for the Development Agreement, C2M was issued 8,385,691 shares of our Common Stock on January 8, 2019. Additionally, the Company granted immediately vested
10-year options to purchase 750,000 shares of Common Stock to founders of C2M and our Interim Chief Executive Officer, Emiliano Aloi, with exercise price of $0.32 per share. As a result,
C2M was our largest shareholder holding (inclusive of the vested options held by its founders) approximately 51% of our outstanding Common Stock on the date of the Development Agreement.
C2M will provide personnel necessary for our growth. Utilizing C2M employees and facilities, the Company has been able to rapidly access resources and opportunities in the hemp-derived CBD
industry. Emiliano Aloi became a member of our Advisory Board in January 2019 and was appointed President of the Company on March 11, 2019.

On March 11, 2019, with the assistance of C2M and assignment of rights, we acquired a 50.1% limited liability membership interest in Exactus One World, LLC, (“EOW”), an Oregon limited
liability company, newly formed on January 25, 2019, in order to produce industrial hemp for our own use. EOW has leases starting on March 1, 2019 for approximately 200 acres of farmland in
southwest Oregon for growing and processing industrial hemp, with a lease term of one year. The leases are renewable on a year-to-year basis. We acquired the 50.1% limited liability membership
interest pursuant to a subscription agreement (the “Subscription Agreement”) and a Membership Interest Purchase Agreement (the “Purchase Agreement”). EOW will farm and process industrial

hemp to be manufactured into cannabidiol (CBD) and related products. EOW will be responsible for the Company’s initial efforts to pursue agricultural development, including farm soil
preparation, planting, harvesting, transportation and drying. We will be responsible for funding and the minority owners will be responsible for management, servicing and operating the farm
properties.

On July 31, 2019, we finalized and entered into a Management and Services Agreement in order to provide us project management and various other benefits associated with the farming rights,
operations and opportunities with C2M, including assignment by C2M of C2M’s agreements and rights to acquire approximately 200 acres of hemp farming. Under the terms of the MSA, C2M
agreed to provide further access to the opportunities and know-how of C2M, consented to the appointment of Emiliano Aloi, a seasoned hemp veteran previously an advisor and currently our
Interim Chief Executive Officer, and to provide to us and EOW additional services consisting of, among other things:

e right of participation for further investment and business opportunities in order to rapidly expand our business and operations in hemp-derived
CBD;

e executive, sourcing, vendor, product, production and other expertise and
resources;

e appointment of Aloi to the position of President;

e introductions to farming and other financing;

e drawings, designs and specifications for extraction, production and manufacturing facilities and resources;
and

e brand development and support services.

We finalized the compensation arrangements for C2M as contemplated in connection with the March 2019 transactions and the additional agreements with C2M under the MSA following tax,
accounting and legal review including the treatment of the issuance of preferred stock in connection with the transactions. On July 31, 2019, we granted 10,000 Series E Preferred in connection
with the Management and Services Agreement (the “MSA”) with C2M, our largest shareholder. In October 2019, we entered into an amendment to the MSA (the “MSA Amendment”). The MSA

Amendment extended the termination date of the MSA to December 31, 2024 and expanded the scope of services to be provided by C2M to us. The MSA Amendment was approved by a majority
of the disinterested directors of the Company.

On October 23, 2019, we amended the Amended and Restated Operating Agreement of EOW. Under the terms of the amendment, the minority members of EOW conveyed their 49.9%

membership interest and rights to distributions related to the current 2019 hemp crop underway to the Company. As a result, the Company acquired the right to receive 100% of the distributions of
net profit from the 2019 hemp crop on approximately 226 acres of farmland currently growing in Oregon. In addition, the members amended the payment schedule under which farm costs are
required to be made by the Company. As consideration for the amendment, the Company agreed to issue 1,223,320 shares of its common stock, par value $0.0001 per share, to the minority

members of EOW.

On November 14, 2019, we entered into a Supply and Distribution Agreement with C2M, pursuant to which C2M agreed to purchase a minimum of 10,000 pounds of our 2019 hemp flower
harvest. During the one-year term of the agreement, we have the option to purchase the distribution operations of C2M.

Farming Operations

On March 11, 2019, we acquired a 50.1% limited liability membership interest in Exactus One World, LLC, an entity formed on January 25, 2019 and which we refer to as EOW, in order to
produce hemp. EOW holds one-year leases, which commenced on March 1, 2019, for approximately 200 acres of farmland in southwest Oregon for growing and processing hemp. The leases are
renewable on a year-to-year basis. EOW will farm and process hemp to be manufactured into CBD and related products, sold or processed as biomass and other agricultural products. EOW will
be responsible for our initial efforts to pursue agricultural development, including farm soil preparation, planting, harvesting, transportation and drying. We have been responsible for funding and
the minority owners will be responsible for management, servicing and operating the farm properties.

On October 23, 2019, we amended the Amended and Restated Operating Agreement of EOW. Under the terms of the amendment, the minority members of EOW conveyed their 49.9%

membership interest and rights to distributions related to the current 2019 hemp crop to us. As a result, we acquired the right to receive 100% of the distributions of net profit from the 2019 hemp
crop. In addition, the members amended the payment schedule under which farm costs are required to be made by us.
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Due to declining market prices for industrial hemp and a shortage of available capital, we do not currently intend to farm hemp on the Oregon properties in 2020. Our current plan is to sub-lease
the properties for the 2020 growing season to another farmer, although no subleases have been made at this time.

Green Goddess Extracts, LLC

On July 31, 2019, we entered into an Asset Purchase Agreement with Green Goddess Extracts, LLC (“Green Goddess”) and an Executive Employment Agreement with its founder. Under the
agreement, we agreed to acquire the business and assets of Green Goddess relating to the manufacture, marketing and sale of CBD products, including the right to manufacture, warehouse and ship
products under the Green Goddess brand, existing, inventory, ingredients and materials, customer lists, websites, intellectual property and trademarks. We also entered into an option to acquire
Green Goddess’ vape assets. Under the terms of the Asset Purchase Agreement we agreed to issue 250,000 shares of our restricted Common Stock and pay $250,000 cash for the acquisition. The
shares vest at a rate of 1/24 per month until fully vested. We have issued 62,500 shares under the Agreement to date, and have not made any payments toward the cash component of the purchase
price. We are currently in default under the Asset Purchase Agreement however, there are no penalty, interest or charges from the default pursuant to the Asset Purchase Agreement.

The Company, Green Goddess Extracts and the founder have each asserted various claims against the other for breach of contract although no proceedings have been commenced. Currently, the
Company has suspended efforts to market and sell CBD products under the Green Goddess brand and Green Goddess has suspended delivery of the Company’s inventory due to the disputes
which involve, among other things, the amounts that were due and owing Green Goddess from C2M for orders placed prior to the asset purchase, the nature and going concern value of the assets
purchased by the Company and representations concerning the operation of the business and performance by the founder under the employment agreement. There can be no assurance the parties
will resolve their differences or that the prior agreements will not be terminated. The product with a cost of $837,153 currently held inventory has been written down to a value of $0 due to the age
and questionable salability of the product during fiscal 2019.

Additional Brands
We have taken steps to introduce Green GoddessTM brands, LeVor CollectionTM, Paradise CBDTM and ExactusTM, for selected markets which, to date, have not resulted in material revenues.
Industrial Hemp

We seek to take advantage of an emerging worldwide trend to utilize the production of industrial hemp in consumer products. Hemp is being used today in cosmetics, nutritional supplements, and
animal feed, where we also intend to focus our efforts. The market for hemp-derived products is expected to increase substantially over the next five years, and we are endeavoring to prepare the
Company to be positioned as a significant player in the industry. According to industry reports, CBD is expected to conservatively generate sales of $16 billion by 2025. In one survey, nearly 7%
(of 2,500 respondents) reported using CBD as a supplement in January 2019, with retail sales of CBD consumer products in 2018 estimated as being only between $600 million and $2 billion.

According to the report, cannabis’ therapeutic potential is attributable to the valuable overlap between phyto-cannabinoids (i.e. plant-derived cannabinoids) and the endogenous cannabinoid
system in humans, termed a “therapeutic handshake”. Clinical trial results to date demonstrate few adverse effects from oral CBD doses of up to 1,500 mg/day or up to 30 mg I'V. The scientific
understanding of CBD’s clinical effects is based mostly on studies in specific indications, like epilepsy. GW Pharma’s Epidiolex (a highly potent, pure formulation of CBD) was approved by the
FDA in 2018 for the treatment of seizures associated with Lennox-Gastaut syndrome and Dravet syndrome, and other companies have clinical trials underway in seizure disorders.

Healthcare

CBD products appear to be gaining traction with independent pharmacies. The industry, including the Company, has also been approached by several large chain pharmacies with inquiries
concerning sourcing, quality, accountability and volume. According to the report, pharmacies likely find the high-margin profile of CBD attractive, similar to over-the-counter drugs. We believe
pharmacies will appreciate our “seed-to-consumer” approach and our cGMP manufacturing focus and our planned QR Code traceability and reporting.

Currently, CBD products are not a covered benefit, or an extra benefit, under managed care, insurance, Medicare, Medicaid or any state programs. This will likely continue to be the case for the

intermediate term. Legal issues and confusion concerning legality, lack of FDA regulation and availability as an OTC medication will likely continue for an indefinite period impeding adoption
and payor acceptance.
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Competition

We believe a multitude (hundreds) of companies, large and small, including mom and pops, have launched or intend to launch retail brands and white label products containing CBD. Many of
these are offering CBD and are dependent upon third parties to provide raw material inventory for sale. We believe this makes many of the participants in the industry vulnerable to shortages,
quality issues, reliability and pricing variability. Our management team’s extensive experience and industry relationships may allow us to build an efficient supply chain that will put us among
the few companies that maintain a competitive pricing and supply advantage, poised for revenue growth during 2020 and beyond.

The CBD-based consumer product industry is highly fragmented with numerous companies, many of which are under-capitalized. There are also large, well-funded companies that currently do
not offer hemp-based consumer products including large agribusiness companies such as Cargill and Tyson Foods, but may do so in the future and become significant competitors.

Our goal is to rapidly establish one or more principal sources of supply and to develop wholesale and retail sales channels for end-products, such as nutraceuticals, supplements and pet and farm
products. We intend to follow regulatorily compliant pathways by adopting practices established by the FDA for CBD and to pursue FDA approval for our activities upon adoption of federal
regulations, including conducting independent clinical and non-clinical trials.

Companies such as CV Sciences, Inc. (OTCQB:CVSI) in the US and recent acquisitions by Canadian cannabis producers reflect the growing acceptance of CBD products as a lynchpin for growth.
Transactions such as Tilray, Inc. (NASDAQ:TLRY-Manitoba Harvest $419 million February 2019), cbdMD Inc. (NYSE:YCBD - Cure Based Development LLC December 2018), and Aurora
Cannabis, Inc. (OTCQB:ACBFF-Agropro UAB EURG6.5 million)_reflect the growing interest and M&A activity in the industry among our competition and increasing consolidation.

Non-CBD Competition. We do not intend to offer and do not compete with companies that offer cannabis products containing high levels of psychoactive THC. Although legal in some states, and
in Canada, we do not intend to enter into this market. We may offer our industrial-hemp based products in dispensaries, but will not compete with any medical or recreational marijuana sellers for
high THC content sales due to legal and regulatory restrictions and uncertainty in the United States. Because of regulatory challenges facing marijuana companies in the United States, the vast
majority of the companies focused on THC are Canadian and foreign, although several have begun to pursue domestic activities in states that permit marijuana sales. Federal law does not
generally recognize marijuana (or hemp that exceeds 0.3% THC) as lawful, although that may change in the future. Because of these factors, our competitors that have focused exclusively on
CBD are limited.

Retail Competition. Many of our competitors are private companies and as a result, little or no reliable information is available.

Retail Strategy

Our focus will include establishing wholesale and retail distribution by developing our own brands, selling white label branded products to others and making acquisitions of existing businesses
engaged in marketing or sales, in both online and retail channels. We may supply to wholesalers, retailers, and distribution centers as we seek to launch our retail strategy. We intend to initially
focus on developing products to reach medical and health communities to be sold or promoted by or through medical professionals such as internists, dermatologists, osteopaths, chiropractors,
pharmacists, and other holistic or natural products purveyors, but will not be limited to such efforts. We intend to focus on higher margin opportunities utilizing online sales and sales in stores,
offices or pharmacies.

Environmental Matters

Compliance with federal, state and local requirements regulating the discharge of materials into the environment, or otherwise relating to the protection of the environment, have not had, nor are

they expected to have, any direct material effect on our capital expenditures, earnings or competitive position, however such factors could indirectly affect us as well as participants in the supply
chain for our products, and our business, operations, vendors or suppliers.
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Recent Developments

Private Placement of Convertible Notes and Warrants

On November 27, 2019, we entered into a Securities Purchase Agreement, referred to as the SPA, with an institutional investor, pursuant to which it agreed to lend us up to $1,944,444 in three
tranches. On November 27, 2019, we issued to the investor an 8% convertible note in the principal amount of $833,333 and a warrant to purchase 275,612 shares of our common stock at an
exercise price of $0.756, in exchange for payment by the investor of $750,000. The principal amount of the note reflects the amount invested, plus a 10% original issue discount, or OID. We
received gross proceeds of $750,000 in exchange for the initial tranche note and warrant and $730,000 net proceeds after the payment of fees and expenses of the sale.

Pursuant to the SPA, a second tranche of funding from the investor is available in the form of a second 8% convertible note in the principal amount of $277,778 and a warrant to purchase 91,871
shares of our common stock. This additional financing is available within three business days after the date of the filing of a registration statement covering the shares issuable upon conversion of
the notes and the warrants, in exchange for payment by the investor of the sum of $250,000. The principal amount of the second tranche note will reflect the amount invested plus the OID.

Pursuant to the SPA, subject to fulfillment of certain conditions, a third tranche of funding is available from the investor in the form of an 8% convertible note in the principal amount of $833,333
and a warrant to purchase 275,612 shares of our common stock on the date the registration statement is declared effective by the SEC, in exchange for payment by the investor of the sum of
$750,000. The principal amount of the third tranche note will reflect the amount invested plus the OID.

The notes are fully and unconditionally guaranteed on a senior secured basis by our direct and indirect subsidiaries. The notes and the guarantees are secured by a perfected, first priority security
interest in all of our and the guarantors’ assets.

Also on November 27, 2019, we issued to an advisor a warrant to purchase 84,187 shares of common stock in connection with the private placement. We agreed to issue to the advisor a warrant to
purchase 28,062 shares of our common stock upon the closing of the second tranche.

Below is a summary of the notes and warrants. This summary is not complete and is subject to, and qualified in its entirety by the provisions of the notes and warrants, which are filed as exhibits
hereto. We have not completed the second or third tranches, and our completion of these tranches are subject to conditions of the SPA. If we do complete the second or third tranche, the terms of
the notes and warrants will be identical to those issued in the first tranche.

At this time, we are delinquent in our payments under the initial convertible note, with the May 1, 2020, April 1, 2020, and a portion of the February 25, 2020 payments currently in arrears. We
intend to make these payments and the upcoming monthly payments with receipts from product sales and/or the proceeds of additional equity funding.

At this time, we are delinquent in our payments under the initial convertible note, with the May 1, 2020 and April 1, 2020 payments currently in arrears. We intend to make these payments and the
upcoming monthly payments with receipts from product sales and/or the proceeds of additional equity funding. On May 20, 2020, we entered into a Forbearance Agreement with the investor (the
“Holder”) regarding the initial convertible note. Under the Forbearance Agreement, the investor has agreed to forebear from exercising any default-related rights and remedies subject to the
following conditions and material terms:

o  We paid the Holder $60,000 in cash before July 1, 2020. Additional monthly payments required under the Amortization Schedule for the note shall continue to be due on or before the first
day of each calendar month thereafter, commencing with the $110,000 payment originally due April 1, 2020 now being due on or before August 1, 2020, and the subsequent monthly
payments listed on the Amortization Schedule to be paid monthly in the sequence listed. Interest shall continue to accrue on the principal balance of the Note at the rate(s) stated therein,
with all additional accrued interest resulting from this extension of payment deadlines to be paid as part of the last monthly payment.

e  The payments that are in arrears from February, April and May can be paid in whole or in part at any time at the sole election of the Holder in shares of common stock at the Amortization
Conversion Price (defined as 80% of the lowest volume weighted average price, or VWAP, during the 10 trading days immediately before the applicable date of the amortization
redemption payment).

e  Unless or until a default under the Forbearance Agreement occurs, the fixed conversion price under the note will remain $0.50 per share, and the note shall continue to bear interest at the
non-default rate of 8% per annum.

e  Unless or until a default under the Forbearance Agreement occurs, the contractual limit on issuances of shares to issue shares of common stock or options to employees, officers, directors.
consultants, advisors or contractors will be increased from 5% to 10% or our issued an outstanding common stock.

e We have issued the Holder 500,000 shares of our common stock in consideration for the
forbearance.

Terms of the Notes
The principal amount of the notes includes an OID of 10%.
Interest on the aggregate unconverted and outstanding principal amount is payable at the interest rate of 8% per annum at our option either:
® incash; or
e in shares of our common stock, at the lesser of (i) the fixed conversion rate of $0.50 per share of common stock, or (ii) the rate equal to 80% of the lowest volume weighted average price,

or VWAP, during the 10 trading days immediately before the applicable date of the amortization redemption payment, which we refer to as the amortization conversion rate, as described
below.
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Each note matures one year after its issuance unless accelerated due to an event of default or extended by the investor. Each note is convertible at the option of the investor at any time into shares
of our common stock at the fixed conversion rate of $0.50 per share. However, the conversion rate is subject to adjustment in the event of default, redemption and upon the occurrence of certain
events affecting stockholders generally, such as stock splits and recapitalizations.

Included in the amount that the investor may convert into common stock is the sum of:

e the unpaid and unconverted principal amount outstanding on the
note;
o 100% of the accrued and unpaid interest on the principal amount of the note to be
converted;
e 100% of the make-whole amount (as described below) payable in respect of the principal amount of the note to be converted;
and
e all liquidated damages, costs of collection and other amounts payable in respect of the note as
applicable.

The make-whole amount is the amount of interest that would have accrued with respect to any principal amount that has been converted or redeemed as if that principal amount was held through
the maturity date of the note.

We must pay amortization redemption payments equaling one-ninth of the original principal amount due on each note commencing 90 days after issuance and continuing during the following
eight months. The investor may at its option accelerate up to six future amortization redemption payments, in which case the investor may demand the accelerated amortization amounts be paid in
shares of our common stock at the lesser of:

e the fixed conversion rate of $0.50 per share of common stock;
and

e the amortization conversion rate, as described
above.

In addition, if we fail to make any amortization redemption payment, the investor may convert an amount equal to the sum of:

e one-ninth of the original principal amount of the

note;

e 100% of all accrued and unpaid interest on the principal amount of the note that is subject to the amortization
redemption;

® 100% of the make-whole amount payable in respect of the principal amount of the note that is subject to the amortization redemption;
and

e all liquidated damages payable in respect of the note as of the applicable date of the amortization redemption payment, into our shares of common stock at the lower of (i) the fixed
conversion rate of $0.50 per share of common stock and (ii) the amortization conversion rate.

If we fail to make a redemption payment, the investor may demand the amortization amounts be paid in shares of our common stock at the lesser of fixed conversion rate of $0.50 per share of
common stock or the amortization conversion rate. For the purposes of estimating the number of common stock shares issuable upon conversion of principal and interest under our 8% senior
secured convertible notes, we have assumed an amortization conversion rate of $0.4208, calculated as of November 26, 2019.

In addition, the investor may at its option send a deferral notice and demand that amortization amounts be paid in shares of our common stock at the amortization conversion rate.

We may redeem at our discretion 110% of the outstanding principal amount of the notes, plus accrued but unpaid interest, the make-whole amount, and liquidated damages for cash. In addition, in
the event of a subsequent issuance our common stock or debt, we are subject to mandatory redemption provisions. We may not issue shares of common stock to third parties at a price lower than
the fixed conversion rate of $0.50 per share of common stock without the consent of the investor.

The investor may not convert notes to the extent that conversion would, together with its affiliates and attribution parties, cause the investor to beneficially own a number of common shares which
would exceed 4.99% of our then outstanding common shares following conversion. The investor may increase its beneficial ownership limitation up to 9.99%.

The notes contain standard and customary events of default, including, but not limited to, failure to make payments when due, failure to observe or perform covenants or agreements contained in
the notes, the breach of any material representation or warranty contain therein, our bankruptcy or insolvency, the suspension of trading of our common stock, failure to file required reports with
the SEC, and a change of control. If any event of default occurs, subject to a cure period, the full principal amount, together with interest (including default interest of 18% per annum) and other
amounts owing in respect thereof to the date of acceleration shall become immediately due and payable in cash.
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Terms of Warrants

The warrants issued to the investor are exercisable at an exercise price of $0.756 per share of common stock at any time before the close of business two years after their issuance, subject to
adjustment in the event of stock dividends, splits, fundamental transactions, or other changes in our capital structure, and contain provisions that permit cashless exercise if a registration statement
covering the resale of the shares issuable pursuant to the warrants is not filed within 180 days of their issuance. The investor may not exercise warrants to the extent that exercise would cause it,
together with its affiliates and attribution parties, to beneficially own a number of common shares which would exceed 4.99% of our then outstanding common shares following exercise. The
investor may increase its beneficial ownership limitation up to 9.99%.

The warrants issued to the advisor are exercisable at an exercise price of $ 0.792 per share of common stock at any time before the close of business four years after their issuance, subject to
adjustment in the event of stock dividends, splits, fundamental transactions, or other changes in our capital structure. The advisor may not exercise warrants to the extent that exercise would cause
it, together with its affiliates and attribution parties, to beneficially own a number of common shares which would exceed 4.99% of our then outstanding common shares following exercise. The
advisor may remove this beneficial ownership limitation.

Canntab Agreements

On November 20, 2019, we entered into the Non-Exclusive Distribution and Profit Sharing Agreement with Canntab Therapeutics USA (Florida), Inc. Pursuant to the agreement, which has a term
of 2 years and is subject to automatic renewal We are a non-exclusive distributor of certain Canntab products throughout the U.S. Canntab will not grant a third-party the right to promote, sell or
deliver the products within the U.S. during the term of the agreement, subject to certain exceptions. In addition, we agreed to share equally with Canntab in the gross profits received from the sale
of their products by us. With respect to Canntab’s sales of products, we will receive 10% of the gross profits. In connection with the Canntab Agreement, we also entered into a Supply Agreement
with Canntab, which has a term of 2 years and is subject to automatic renewal, pursuant to which we agreed to sell hemp extracts to Canntab. Due to a need for additional warchouse space and
disruptions caused by the Covid-19 pandemic, we have not distributed Canntab products to date.

Hemptown USA Agreement

On February 4, 2020, we entered into a Supply and Distribution Agreement with HTO Holdings Inc (dba “Hemptown, USA™), enabling the Company to purchase and sell Hemptown’s
Cannabigerol (CBG) and Cannabidiol (CBD) products, including top flower, biomass and extracts (crude, isolates, distillates, and water soluble). Ceed2Med, LLC, the Company’s largest
shareholder, is also a significant investor in Hemptown USA and is party to a distribution agreement with the Company. The Interim Chief Executive Officer will work to develop plans to
coordinate the Company’s efforts to introduce CBG and to expand its efforts to sell CBD products. On March 28, 2020, we amended the Supply and Distribution Agreement Pursuant to the
amendment, we agreed to also (i) aid Hemptown’s management with product compliance requirements, (ii) participate in discussions related to Hemptown’s 2020 farming, harvesting and
processing plans as well as joint supply scenarios, (iii) interact with Hemptown’s ingredient and manufacturing divisions to facilitate development of documents for selected SKUs to service the
white label market, and (iv) aid Hemptown’s CEO in overseeing the entire supply chain to establish best practices in quality and compliance and lower costs. In addition, Hemptown agrees to pay
the Company $3,500 a month in consulting fees.

Expected Changes In Number of Employees, Plant, and Equipment

We do not currently plan to purchase specific additional physical plant and significant equipment within the immediate future.

Results of Operations

Three Months ended March 31, 2020 and 2019:

Net Revenues The Company is principally engaged in the business production and selling of products made from industrial hemp. During the three months ended March 31, 2020, we generated
total revenues of $836,000 from the sale of CBD products and hemp flowers, including revenues of $315,800 from a related party, C2M, who is a majority stockholder of the Company, for the
three months ended March 31, 2020 as compared to revenues of $15,980 during the three months ended March 31, 2019.

Cost of Sales The primary components of cost of sales include the cost of the CBD product. For the three months ended March 31, 2020, the Company’s cost of sales amounted to $1,400,256

which primarily represents cost of CBD products and hemp flowers sold including cost of hemp flowers sold to C2M for a total of $357,783 and inventory write-off of hemp flowers of $553,440
due to damages from mold as compared to cost of sales of $12,600 during the three months ended March 31, 2019.
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Operating Expenses

For the three months ended March 31, 2020, we incurred $2,192,767 in operating expenses as compared to $2,599,234 for the three months ended March 31, 2019, a decrease of $406,467 or 16%.
The decrease in operating expenses consisted of the following:

General and administrative expenses increased by $531,797, or 82%, from $652,209 for the three months ended March 31, 2019 to $1,184,006 for the three months ended March 31, 2020, due to
an increase in amortization of intangible asset and depreciation expenses of approximately $220,000, increase lease expense related to our commercial lease and rent expense of approximately
$167,000, and increase in compensation including employee benefits of approximately $259,000 and increase in other general administrative expenses of approximately $6,000 primarily due to
travel expenses and increase in operations.

Selling and marketing expenses increased by $229,012, or 441%, from $51,878 for the three months ended March 31, 2019 to $280,890 for the three months ended March 31, 2019, primarily due
to increase in marketing and advertising expenses due to promotions, endorser’s fee, trade shows, samples, product awareness and salaries of our sales and marketing staff.

Professional and consulting fees decreased by $1,152,276, or 61%, from $1,880,147 for the three months ended March 31, 2019 to $727,871 for the three months ended March 31, 2020, primarily
due to decreased stock-based consulting fees related with the grant of stock options and warrants and issuance of stocks to consultants.

Research and development decreased by $15,000 or 100%, from $15,000 for the three months ended March 31, 2019 to $0 for the three months ended March 31, 2020, as the Company delayed
projects until additional funds are raised.

Other Expenses, net

Derivative (loss) gain decreased by $1,561,215 or 107%, from $(1,454,729) for the three months ended March 31, 2019 to $106,486 for the three months ended March 31, 2020, primarily due to
the adjustments to fair value in the first quarter of 2020.

(Loss) Gain on stock settlement of debt increased by $3,014,129, or approximately 100%, from $3,007,629 for the three months ended March 31, 2019 to ($6,500) for the three months ended
March 31, 2020 due to the conversion of notes and interest into common and preferred shares during the first quarter of 2019. We did not have comparable gains or losses during the first quarter
0f 2020.

Interest expense decreased by $78,447, or 21%, from $366,913 for the three months ended March 31, 2019 to $288,466 for the three months ended March 31, 2020. The decrease in interest
expense is primarily related to decrease in amortization of debt discount and debt issuance cost related to our convertible note payable issued in year 2019.

Net Loss

As a result of the foregoing, we generated a net loss of $2,945,503 for the three months ended March 31, 2020 as compared to a net loss of $1,409,867 for the three months ended March 31, 2019,
as a result of the items discussion above.

As a result of the foregoing, we generated a net loss available to stockholders of $2,789,684 or $(0.07) per common share — basic and diluted, for the three months ended March 31, 2020 as
compared to a net loss of $2,278,713 or $(0.12) per common share — basic and diluted, for the three months ended March 31, 2019, as a result of the discussion above.

Liquidity and Capital Resources

Since our inception in 2008, we have generated losses from operations. As of March 31, 2020, our accumulated deficit was $23,919,063. As of March 31, 2020, we had $9,541 in cash and
working capital deficit of $3,677,275. Accordingly, we will need to obtain further funding through public or private equity offerings, debt financing, collaboration arrangements or other sources.
The issuance of any additional shares of Common Stock, preferred stock or convertible securities could be substantially dilutive to our shareholders. In addition, adequate additional funding may
not be available to us on acceptable terms, or at all. If we are unable to raise capital, we will be forced to delay, reduce or eliminate our research and development programs and may not be able to
continue as a going concern.
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The Company has various principal outstanding balances for a total of $783,333 from convertible notes as of March 31, 2020. The convertible notes bear interest at a rate of ranging from 5% to
8% per annum and will mature from November 26, 2020 and February 1, 2023.

Net cash used in operating activities for the three months ended March 31, 2020 was $164,283, due to our net loss of $2,945,503, in addition to non-cash charges related to convertible loan notes
derivative gain of $106,486, offset by amortization of debt discounts and debt issuance cost of $268,350 amortization of intangible assets of $246,250, amortization of prepaid stock-based
expenses of $195,299, depreciation expense of $26,727, deferred rent of $3,418, bad debt expense of $18,592, and stock-based compensation of $637,292. Net changes in operating assets and
liabilities totaled $931,838, which is primarily attributable to an increase in total accounts receivable of $236,360, an increase in accounts receivable-related party of $88,800, an increase in
accounts payable of $552,292, an increase in accrued expenses of $411,149 and a decrease in unearned revenues of $215,000.

Net cash used in operating activities for the three months ended March 31, 2019 was $1,833,755, due to our net loss of $1,409,867, offset by non-cash charges related to convertible loan notes
derivative expense of $1,454,729, amortization of debt discounts of $339,806, $3,007,629 for a debt settlement gain, and stock-based compensation of $2,005,861. Changes in operating assets and
liabilities totaled a loss of $1,269,343, which primarily consisted of an increase in advance to a related party of $1,017,225, an increase in inventory of $422,819, and an increase in accounts
payable of $233,560.

No cash was used in investing activity for the three months ended March 31, 2020.Net cash used in investing activity for the three months ended March 31, 2019 was $328,500. We paid cash for
the purchase of membership interest in subsidiary for $300,000 pursuant to a Purchase Agreement and purchase of equipment for $28,500.

Net cash provided by financing activities for the three months ended March 31, 2020 was $155,419, due to proceeds from sale of our Common Stock of $100,000, related party advances of
$85,000, and net proceeds from the issuance of notes payable and convertible notes $20,419, offset by total note repayments of $50,000.

Net cash provided by financing activities for the three months ended March 31, 2019 was $3,333,210 due to proceeds from sale of our Common Stock of $3,309,653, $14,229 in proceeds from the
issuance of a note payable, and $206,900 in proceeds from the issuance of convertible notes, offset by payments of principal on convertible notes of $186,443, and payments of principal on other
notes of $11,129.

The Company had principal outstanding balance of $100,000 from convertible notes and such principal balance has been reclass to current portion as of March 31, 2020. The convertible notes
bear interest at a rate of 5% per annum and will mature on February 1, 2023. If a qualified financing from which at least $5 million of gross proceeds occurs prior to the maturity date, then the
outstanding principal balance of the notes, together with all accrued and unpaid interest thereon, shall be automatically converted into common stock at $0.40 per Share. We believe this threshold
has been met, and conversion of the note is pending.

In addition, the Company had a principal balance of $783,333 under senior secured convertible promissory notes issued to an institutional investor under the Securities Purchase Agreement dated
November 27, 2019. These notes bear interest at a rate of 8% and mature one year after their issuance. These notes are issued at 10% original issue discount and include 1/3 warrant coverage as
additional consideration to the lender. All warrants are exercisable at $0.756 per share. The notes are convertible at a price of $0.50 per share. Additional debt financing on the same terms is

available under the Securities Purchase Agreement, with: (1) an additional purchase of $277,778 in notes and associated warrants expected to occur on the third business day after the date of the
filing of a registration statement on Form S-1 for the shares issuable upon conversion of the notes as required under a Registration Rights Agreement; and (2) an additional purchase of $833,333 in
notes and associated warrants upon effectiveness of the registration statement. At this time, we are delinquent in our payments under the initial convertible note, with the May 1, 2020 and April 1,

2020 payments currently in arrears. We intend to make these payments and the upcoming monthly payments with receipts from product sales and/or the proceeds of additional equity funding.

We recently received a Secured Disaster Loan in the amount of $99,100 from the U.S. Small Business Administration. The loan carries interest at a rate of 3.75% per year, requires monthly
payments of principal and interest, and matures in thirty (30) years. Installment payments, including principal and interest, of $483 monthly, will begin Twelve (12) months from the date of the
promissory Note. In addition, we recently received federal funding in the amount of $236,410.27 through the Paycheck Protection Program (the “PPP”). PPP funds have certain restrictions on use
of the funding proceeds, and generally must be repaid within five (5) years at 1% interest. The PPP loan may, under circumstances, be forgiven.
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Off Balance Sheet Arrangements
As of March 31, 2020, we had no material off-balance sheet arrangements.

In the normal course of business, we may be confronted with issues or events that may result in a contingent liability. These generally relate to lawsuits, claims or the actions of various regulatory
agencies. We consult with counsel and other appropriate experts to assess the claim. If, in our opinion, we have incurred a probable loss as set forth by accounting principles generally accepted in
the United States, an estimate is made of the loss and the appropriate accounting entries are reflected in our financial statements. After consultation with legal counsel, we do not anticipate that
liabilities arising out of currently pending or threatened lawsuits and claims will have a material adverse effect on our financial position, results of operations or cash flows.

Critical Accounting Estimates and New Accounting Pronouncements

Critical Accounting Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the United States requires management to make estimates and assumptions that affect
reported amounts and related disclosures in the financial statements. Management considers an accounting estimate to be critical if it requires assumptions to be made that were uncertain at the
time the estimate was made, and changes in the estimate or different estimates that could have been selected could have a material impact on our results of operations or financial condition.

Application of Significant Accounting Policies

Section 107 of the JOBS Act provides that an emerging growth company can take advantage of the extended transition period provided in Section 7(a)(2)(B) of the Securities Act for complying
with new or revised accounting standards. In other words, an emerging growth company can delay the adoption of certain accounting standards until those standards would otherwise apply to
private companies. We have elected to take advantage of the benefits of this extended transition period. Our financial statements may, therefore, not be comparable to those of companies that
comply with such new or revised accounting standards.

Recent Accounting Pronouncements

In January 2017, the FASB issued Accounting Standards Update 2017-04, “Intangibles-Goodwill and Other: Simplifying the Test for Goodwill Impairment” (ASU 2017-04). The standard
simplifies the subsequent measurement of goodwill by eliminating Step 2 from the goodwill impairment test. Under the amendments of ASU 2017-04, an entity should perform its goodwill
impairment test by comparing the fair value of a reporting unit with its carrying amount. An entity will recognize an impairment charge for the amount by which the carrying amount exceeds the
reporting unit’s fair value, but the loss cannot exceed the total amount of goodwill allocated to the reporting unit. ASU 2017-04 is effective for the calendar year ending December 31, 2020. The
amendments require a prospective approach to adoption and early adoption is permitted for interim or annual goodwill impairment tests. The adoption of this guidance had no impact on the
Company’s unaudited condensed consolidated financial statements.

We have reviewed the FASB issued ASU accounting pronouncements and interpretations thereof that have effectiveness dates during the periods reported and in future periods. We have carefully
considered the new pronouncements that alter previous generally accepted accounting principles and do not believe that any new or modified principles will have a material impact on the
Company’s reported financial position or operations in the near term. The applicability of any standard is subject to the formal review of the Company’s financial management.

Recent Accounting Updates Not Yet Effective

In December 2019, the FASB issued ASU 2019-12, “Simplifying the Accounting for Income Taxes.” This guidance, among other provisions, eliminates certain exceptions to existing guidance

related to the approach for intra-period tax allocation, the methodology for calculating income taxes in an interim period and the recognition of deferred tax liabilities for outside basis differences.
This guidance also requires an entity to reflect the effect of an enacted change in tax laws or rates in its effective income tax rate in the first interim period that includes the enactment date of the
new legislation, aligning the timing of recognition of the effects from enacted tax law changes on the effective income tax rate with the effects on deferred income tax assets and liabilities. Under
existing guidance, an entity recognizes the effects of the enacted tax law change on the effective income tax rate in the period that includes the effective date of the tax law. ASU 2019-12 is
effective for interim and annual periods beginning after December 15, 2020, with early adoption permitted. The Company is currently evaluating the impact of this guidance.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
A smaller reporting company is not required to provide the information required by this Item.
ITEM 4. CONTROLS AND PROCEDURES.

Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed by us in the reports that we file or submit under the
Exchange Act are recorded, processed, summarized and reported, within the time periods specified in the Securities and Exchange Commission’s rules and forms. Disclosure controls and
procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by us in the reports that we file under the Exchange Act is accumulated
and communicated to our management, including our principal executive and financial officers, as appropriate to allow timely decisions regarding required disclosure.

Our Interim Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), the Company’s principal executive and financial officers, have conducted an evaluation of the design and
effectiveness of our disclosure controls and procedures pursuant to Rules 13a-15(e) and 15d-15(e) of the Exchange Act as of the end of the period covered by this report. Our management’s
evaluation of our internal control over financial reporting was based on the framework in Internal Control-Integrated Framework (2013), issued by the Committee of Sponsoring Organizations of
the Treadway Commission. In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well designed and
operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of disclosure controls and procedures must reflect the fact that there are
resource constraints and that management is required to apply its judgment in evaluating the benefits of possible controls and procedures relative to their costs.

Our CEO and CFO believe that as of March 31, 2020, our disclosure controls and procedures are not designed at a reasonable assurance level and are ineffective to provide reasonable assurance
that information we are required to disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in SEC
rules and forms, and that such information is accumulated and communicated to our management, including our CEO and CFO, as appropriate, to allow timely decisions regarding required
disclosure. The conclusion was due to the presence of the following material weaknesses in disclosure controls and procedures due to our small size and limited resources: (i) inadequate
segregation of duties and effective risk assessment; (ii) insufficient written policies and procedures for accounting and financial reporting with respect to the requirements and application of both
U.S. GAAP and SEC Guidelines; (iii) inadequate security and restricted access to computer systems including insufficient disaster recovery plans; and (iv) no written whistleblower policy.

Our CEO and CFO plan to review and implement appropriate disclosure controls and procedures to remediate these material weaknesses, including (i) appointing additional qualified personnel to
address inadequate segregation of duties and ineffective risk management; (ii) adopting sufficient written policies and procedures for accounting and financial reporting and a whistle blower
policy; and (iii) implementing sufficient security and restricted access measures regarding our computer systems and implement a disaster recovery plan.

Changes in Internal Controls over Financial Reporting

There have been no changes in the internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the quarter ended March 31,
2020 that have materially affected, or is reasonably likely to materially affect, our internal over financial reporting.
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PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

On January 10, 2020, the Company and Jonathan Gilbert, a former director, entered into a Settlement Agreement and stipulation of dismissal of certain pending litigation in New York. Under
the agreement Mr. Gilbert retained 375,000 shares of common stock previously awarded and all other awards and obligations to Mr. Gilbert were cancelled and the Company and Mr. Gilbert
exchanged mutual releases.

On September 9, 2019, Dr. Krassen Dimitrov, a former director, commenced an arbitration proceeding against the Company and its wholly-owned subsidiary Exactus Biosolutions, Inc. before the
American Arbitration Association. The complaint alleges breach of a consulting agreement for services by Dr. Dimitrov during 2017-2019, among other claims, and seeks $750,000 in damages.
The Company has filed an answer denying the claims and asserting numerous counterclaims against Dr. Dimitrov and his affiliated entities, KD Innovation Ltd., and Digital Diagnostics, Inc. An
arbitrator has been appointed in the matter and on May 1, 2020 issued a procedural order suspending further proceedings.

On February 26, 2020 a complaint was filed against the Company in the Circuit Court, Palm Beach County, Florida on behalf of two former employees of the Company. The case is entitled Ryan
Borcherds and Miriam Martinez vs. Exactus, Inc. (Case No. 103978709). These former employees were hired in January 2020. The complaint alleges the Company failed to pay wages and
compensation to 2 employees under the Fair Labor Standards Act, breach of contract and violation of various Florida statutes, including allegations on behalf of other similarly situated persons.

On May 8, 2020, an amended complaint was filed against the Company in the Circuit Court, Palm Beach County, Florida on behalf of six former employees, with one additional employee added
to the suit in June 2020. The amended case is entitled Ryan Bocherds, Marc Reiss, Jeannine Boffa, Benjamin Blair, Miriam Martinez and Michael Amoroso vs. Exactus, Inc, (Case No. 50-2020-
CA-002274-MB). The other four former employees were hired between April 2019 and December 2019. As of March 31, 2020 and December 31, 2019, the Company has recorded total accrued
salaries of $90,974 and $26,494 from these former employees.. The complaint seeks approximately $106,000 in unpaid wages plus special damages, liquidated damages, interest and attorney’s
fees. The Company has retained legal representation and intends to vigorously contest the matter.

From time to time, we may become involved in legal proceedings arising in the ordinary course of business. We are unable to predict the outcome of any such matters or the ultimate legal and
financial liability, and at this time cannot reasonably estimate the possible loss or range of loss and accordingly have not accrued a related liability.

Please see NOTE 11 - COMMITMENTS AND CONTINGENCIES for additional information.
ITEM 1A. RISK FACTORS.

A smaller reporting company is not required to provide the information required by this Item. For our most recent risk factors, please consult our Annual Report on Form 10-K filed May 22,
2020.

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

Subsequent to the reporting period, and up through June 24, 2020, the Company accepted shareholder subscriptions in the total amount of $250,000 in exchange for issuance of 2,500,000 shares
of Common Stock in an offering exempt under Rule 506 of Regulation D. On April 29, 2020, 2,000,000 shares were issued at $0.10 per share and on May 13, 2020 500,000 shares were issued at
$0.10 per share.

Subsequent to the reporting period, on May 27, 2020, the holder of a convertible note converted a $32,400 portion of the amount due under the note to 247,588 shares of our common stock. The
original issuance of the convertible note, and the issuance of the conversion shares, were exempt from registration under Rule 506 of Regulation D.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.
None.

ITEM 4. MINE SAFETY DISCLOSURES.

Not applicable.

ITEM 5. OTHER INFORMATION.

None.
ITEM 6. EXHIBITS.
Exhibit
Number Description of Exhibit
10.1 Loan Agreement and Note with the U.S. Small Business Administration
31.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
31.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
32.1 Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002
101 Materials from the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2020 formatted in Extensible Business Reporting Language (XBRL)
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized.
Exactus, Inc.

June 30, 2020 /s/ Emiliano Aloi

Emiliano Aloi
Interim Chief Executive Officer and and Principal Executive Officer

/s/ Kenneth E. Puzder

Kenneth E. Puzder
Chief Financial Officer and Principal Accounting Officer
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Exhibit 10.1

DocuSign Envelope 1D DESEFEAF-BDF0-4180-8028-905F 5SBTA2644 Doc # L-01-1466557-01
5BA Loan #4430007801 Appheation #3 301016761
U.S. Small Business Administration
Ezonoinas lnjury Dissuter Loan
LOAN AUTHORIZATION AND AGREEMENT

Date; 05.28_2020 (Effective Date)
On the above date, s Admaumstration (SBA) authorized (under Section 7(b) of the Small Busmess Act, as amended) a Loan
(SBA Loan =4459907801) to Exactus Inc. (Borrower) of 80 NE 4th Ave Delray Beach Florida 33483 m the amount of
ninety-nine thousand one hundred and 007100 Dollars ($59,100.00), upon the following conditions;
PAYMENT

¢  Installment payments, includmg principal and mterest, of 3483 00 Monthly, wall begin Twelve (12) months

from the date of the pronussory Note. The balance of pnncipal and mterest wall be payable Tharty (30) vears
from the date of the propssory Note

INTEREST

s Interest will accrue at the rate of 3,759 per annum and will accroe only on funds acteally advanced from the
date{s) of each advance

PAYMENT TERMS

s Each payment will be applied first 1o mterest acerued to the date of recerpt of each payment, and the balance, 1f
any, will be applied to principal.

»  Each payment will be made when dus even of at that tune the full amount of the Loan has not vet been advanced
or the autherized amount of the Loan has been reduced

COLLATERAL

»  For loan amounts of greater than $25 000, Borrower hereby grants to SBA, the secured party hereunder, a
confumung security interest in and to any and all *Collateral™ as described herein to secure payment and
performance of all debts, liabilities and obligations of Borrower to SBA hereunder without hmitation. inchiding
but ot hunited to all mterest, other fees and expenses (all heremafter called “Obligations™), The Collateral
wncludes the following property that Borrower now owns or shall acquire or create immedhately upon the
acquisition or creation thereof: all tangible and intangible perscnal property, wcluding, but not limited to: (a)
wnventory, (b) equipment, () instruments, mcluding promussory notes (d) chattel paper, wncluding tangible
chattel paper and electronic chattel paper, (¢) documents, (f) letler of credit nghts, (g) accounts, meluding
health-care mmsurance recervables and credit card recervables, (h) deposit accounts, (1) commercial tort claums, ()
general intangibles, including pavment intangibles and software and (k) as-extracted collateral as such terms
may from time 1o time be defined in the Uniform Commercial Code. The security interest Bormower granis
includes all accessions, attachments, accexsones, parts, supplies and replacements for the Collateral, all
products, proceeds and collections thereof and all records and data relanng thereto,

»  For loan amounts of $25 000 or less, SBA 15 not taking a secunity interest in any collateral
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DocuSign Envelope 10: DESEFEAF-BDF0-4180-8028-905F 5B TA2644 Doc # L-01-1466557-01

SBA Loan =44 59007801 Appheation #3 301016761

+  Borrower wall not sell or transfer any collateral {except normal mventory tarmover m the erdinary course of
businesy) described i the "Collateral” paragraph hereof without the prior written consent of SBA

s  Borrower will neither seek nor accept future advances under any superior liens on the collateral secunng this
Loan without the prior written consent of SBA

USE OF LOAN PROCEEDS

+  Bomrower will use all the proceeds of this Loas solely as working capital to alleviate economic injury caused by
disaster occuaring in the month of January 31, 2020 and contmung thereafter and to pay Uniform Commercial
Code (UCC) lien filing fees and a thurd-party UCC handling charge of $100 which will be deducted from the
Loan amount stated above,

s  Borrower will obtun and itenuze recepts (paud recenpts, paud mvewces or cancelled checks) and contracts for all
Loan funds spent and retan these receipts for 3 vears from the date of the final disbursement. Prior 1o each
subsequent disbursement (if any) and whenever requested by SBA, Borrower will submut to SBA such
itenuzation together with copies of the receipts.

+  Bogrower will not use, directly or indirectly, any portion of the proceeds of this Loan to relocate without the
prior written permussion of SBA. The law prolubats the wse of any portion of the proceeds of this Loan for
voluntary relocation from the buniness area in which the disaster occurred To request SBA's prior written
permussion fo relocate, Borrower will present to SBA the reasons therefore and a description or address of the
relocation site. Determinations of (1) whether a relocation 15 veluntary or othervwase, and (2) whether any site
other than the disaster-affected location 15 within the business area in which the disaster occngred, will be made
solely by SBA.

+  Borrower will, to the extent feasible. purchase coly American-made equipment and products with the proceeds
of this Loan.

»  Borrower will make any request for a loan increase for additional disaster-related damages as soon as possible
after the need for a loan increase is discovered The SBA will not consuder a request for a loan increase received
more than two (2) years from the date of loan approval unless, i the sole discretion of the SBA, there are
extraprdinary and nnforeseeable curcumstances beyond the control of the borrower.

DEADLINE FOR. RETURN OF LOAN CLOSING DOCUMENTS

+  Borrower will sign and return the loan closing documents to SBA within 2 months of the date of this Loan
Authorization and Agreement. By notifying the Borrower in wnting. SBA may cancel this Loan if the
Bomower fails to mest this requirement. The Borrower may submut and the SBA may, i its sole discretion,
accept documents after 2 months of the date of this Lean Authenzation and Agreement

COMPENSATION FROM OTHER SOURCES

»  Ehgitulity for thus disaster Loan 15 hoted to disaster losses that are not compensated by other sources.
Other sources include but are not himated to: (1) proceeds of policies of insurance or other indemmifications,
(2) prants or other reimbursement (inchuding loans} from government agencies of private organizations, {3)
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SBA Loan =44 59007801 Appheation #3 301016761

clamms for ervil hability agamst other mdividuals, orgamzations or governmental enhities, and (4) salvage
{including any sale or re-use) of items of damaged property.

+  Bormrower will promptly notify SBA of the existence and status of any claum or application for such other
compensation, and of the receipt of any such compensation, and Borrower will promptly subnut the proceseds
of same (not exceeding the outstanding balance of this Loan) to SBA

»  Bormrower hereby assigns to SBA the proceeds of any such compensation from other sources and authorizes the
pavor of same to deliver said proceeds to SBA at such time and place as SBA shall designate.

+  SBA will i its sole discrehion detenmine whether any such compensation from other sousces is a duphcation
of benefits. SBA will use the proceeds of any such duplication to reduce the outstanding balance of this Loan,
and Borrower agrees that such proceeds will not be applied in lieu of scheduled payments

Within 12 months from the date of this Loan Authorizaticn and Agreement the Borrower wall provide proof of
an active and in effect hazard insurance policy wncluding fire, lightrung. and extended coverage on all items used
to secure this loan to at least 80% of the msurable value. Borrower will not cancel such coverage and will
muantam such coverage throughout the entire term of this Loan. BORROWER MAY NOT BE ELIGIBLE
FOR EITHER ANY FUTURE DISASTER ASSISTANCE OR SBA FINANCIAL ASSISTANCE IF THIS
INSURANCE 1S NOT MAINTAINED AS STIPULATED HEREIN THROUGHOUT THE ENTIRE
TERM OF THIS LOAN. Please subnut proof of msurance to: U.S. Small Business Admunistration. Office of
Disaster Assistance. 14925 Kingsport Rd, Fort Worth, TX 76135

OOKS AN] ORDS

+  Borrower will maintamn current and proper beoks of account in a manner satisfactory to SBA for the most recent
5 vears vanl 3 vears after the date of matunty, mcluding extensions, or the date this Loan is paad w full,
whichever occurs first. Such books will include Borrower's financial and operating statements, insurance
policies, tax returns and related filings, records of earnings distributed and dividends paid and records of
compensation to officers, durectors, holdess of 10% or more of Borrower's capital stock, members, partners and

proprietoss

*  Bomower authonzes SBA to make or cause to be made, at Borrower’s expense and in such a manner and at such
tumes as SBA may require: (1) ispections and audits of any books, records and paper in the custody or contrel
of Borrower or others relating to Borrower's financial or busness conditions, wcluding the making of copies
thereof and extracts therefrom, and {2) mspections and appraisals of any of Borrower's assets

s  Bormrower will furnish to SBA. not later than 3 months following the expiration of Borrower's fiscal year and in
such form as SBA may require. Borrower's financial statements.

»  Upon wnitten request of SBA, Borrower will accompany such statements with an ‘Accountant's Review Report’
prepared by an independent public accountant at Borrower's expense.

»  Bogrower authonzes all Fedesal, State and munacipal authorities to furmish reports of examination, records and
other mformation relating to the conditions and affaws of Borrower and any deswred mformation from sech
reports, returas, files, and records of such authonties upon request of SBA
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LIMITS ON DISTRIBUTION OF ASSETS

»  Bomower will not, without the prior written consent of SBA. make any distribution of Borrower™s assels, or give
any preferential treatment, make any advance, directly or indirectly, by way of loan, gift. bonus, or otherwise, to
any owner of partmers of any of its emplovees, or to any company dwectly or mdwectly controllmg or affiliated
with or controlled by Borrewer, or any other company.

EQUAL OPPORTUNITY REQUIREMENT

»  If Borrower has or mtends to have employees, Borrower will post SBA Form 722, Equal Opportumty Poster
(copy attached). in Borrower's place of business where it will be clearly visible to emplovees. applicants for
employment, and the general public

DISCLOSURE OF LOBBYING ACTIVITIES
s  Bomower agrees to the attached Cemtification Regarding Lobbying Activities
Borower certifies that

o There has been no substantial adverse change in Borrower's financial condition (and orgamzation, i case of a
business borrower) since the date of the application for this Loan, (Adverse changes inciude, but are not limited
to: mdgment liens, tax Liens, mechanic's lens. bankruptey, fizancial reverses, amest or conviction of felony, etc.)

»  No fees have been paid, directly or inchrectly, to any representative (attorney, accountant, etc.) for services
provided or to be provided i connection with applying for or closing thss Loan, other than those reported on
SBA Form 3 Business Disaster Loan Application’; SBA Form 3301 COVID-1% Economic Injury Disaster Loan
Application; or SBA Form 159, "Compensation Agreement’. All fees not approved by SBA are prohubited.

*  All representations m the Borrower's Loan application (including all supplementary submissions) ase true,
cormrect and complete and are offered to induce SBA to make this Loan

*  No claim or application for any other compensation for disaster losses has been submitted to or requested of
any sowrce, and no such other compensation has been recerved, other than that which Borrower has fully
dascloved to SBA

#  Neither the Borrower nor, if the Borrower it a business, any principal who owns at least 50% of the Bommower,
15 delingient more than 60 days under the terms of any: (a) adnumstrate order; (b) court order: or ()
repayment agreement that requires payment of child support

s  Bomrower certifies that no fees have been paid, directly or indirectly, to any representative (atiomey,
accountant, etc.) for services provided of to be provided in connection with applying for or closing this
Loan, other than those reported on the Loan Application All fees not approved by SBA are prohibited.

If an Applicant chooses to employ an Agent. the compensation an Agent charges to and that is paid by

the Applicant must bear a necessary and reasonable relationship to the services actually performed and must
be comparable to those charged by other Agents in the geographical area Compensahon cannot be
conhngent on loan approval. In addibion, compensation must not mnclude any expenses which are deemed
by SBA to be unreascnable for services actually performed or expenses actually incurred, Compensation
must not include
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charges prolubited in 13 CFR 103 or SOP 50-30, Appendix | If the compensation exceeds $500 for a
disaster home loan or 52,500 for a disaster business loan, Borrower must fill out the Compensation
Agreement Form 159D which will be provided for Borrower upon request or can be found on the

SBA website.

s  Bormrower certifies, to the best of its, hus or her knowledge and belief, that the cerhifications and representations
in the attached Certification Regarding Lobbving are true, correct and complete and are offered to induce SBA

to make this Loan
CIV] N vAL PEN: S

»  Wheever wrongfully misapplies the proceeds of an SBA disaster loan shall be cavilly liable to the Admunistrator
in an amount equal o one-and-one half times the origmal principal amount of the loan under 15 U.S.C. 636(b)
In addition, any false statement or misrepresentation to SBA may result in criminal, civil or administrative
sanctions mchiding, but not limated to: 1) fines, imprisonment or both, under 15 US.C. 645 18U S.C 1001, 18
USC 1014 18USC 1040, 18U S.C 3571, and any other apphcable laws; 1) treble damages and erval
penalties under the False Claums Act, 31 US.C. 3729: 3) double damages and civil penalties under the Program
Frand Civil Remedies Act, 31 U.S.C. 3802; and 4) suspension and or debarment from all Federal procurement
and non-procurement transachons. Statutory fines may merease if amended by the Federal Crvil Penalties

Inflation Adjustment Act Improvements Act of 2013,

RESULT OF VIOLATION OF THIS LOAN AUTHORIZATION AND AGREEMENT

s If Borrower violates any of the terms or condibions of this Loan Authonzation and Agreement, the Loan will be
in default and SBA may declare all or any part of the indebtedness immediately due and payable. SBA's failure
to exercise its rights under this paragraph will not constitute a waiver

s A default (or any violation of any of the terms and conditions) of any SBA Loan(s) to Bormower and/or its
affiliates will be consdered a default of all such Loan(s).

DISBURSEMENT OF THE LOAN

s Dusbursements wall be made by and at the diserehion of SBA Counsel, in accordance with this Loan
Authorization and Agreement and the general requirements of SBA

e Dubursements may be made w increments as needed
s Other conditions may be impozed by SBA pursuant to general requirements of SBA

*  Dusbursement may be withheld if, in SBA's sole discretion, there has been an adverse change in Borrower's
financial condition of i any other matenal fact represented in the Loan application, or if Borrower fals to
mieet any of the terms or condihions of this Loan Authonzation and Agreement

s+ NO DISBURSEMENT WILL BE MADE LATER THAN 6 MONTHS FROM THE DATE OF THIS
LOAN AUTHORIZATION AND AGREEMENT UNLESS SBA, IN ITS SOLE DISCRETION,
EXTENDS THIS DISBURSEMENT PERIOD.
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PARTIES AFFECTED

»  Thas Loan Authonzation and Agreement will be binding upon Borrower and Bomower's successors and
assigns and will inure to the benefit of SBA and its successors and asuigns

RESOLUTION OF BOARD OF DIRECTORS

s Borrower shall. withun 180 days of recerving any disbusrsement of this Loan, submit the appropriate SBA
Certificate and/or Resolotion fo the U.5. Small Business Admunistration, Office of Disaster Assistance, 14925
Kingsport Rd. Fort Worth, TX. 76153,

ENFORCEABILITY

*  This Loan Authonzation and Agreement is legally binding, enforceable and approved upon Bomower's
signatuse, the SBA's approval and the Loan Proceeds beung wisued to Borrower by a government ssued check or
by electronic debit of the Loan Proceeds to Borrower ' banking account provided by Borrower m application for
this Loan.

%Mfz.ﬂt

Jamies E. Ravera
Associate Administralor
U.S. Small Business Administration

The undersignied agree(s) to be bound by the terms and conditions heremn dunng the term of this Loan, and further agree(s)
that no provision stated herein will be waived without prior written consent of SBA. Under penalty of perjury of the
United Stares of America, I hereby certify thar I am authorized to apply for and obrain a dizaster loan on behalf of
Borrower, in connection with the effects of the COVID-19 emergency.

Exacrus Inc.

{{0_SH}}
Date: __05.28.2020

Kenneth Puzder, Owner Officer

Note: Corporate Borrowers must execute Loan Authorization and Agreement in corporate name. by a duly authorized
officer. Partnership Borrowers must execute in firm name, together with signature of a general partner. Lumuted Liability
entities must execute in the enhity name by the signature of the authorized managing person
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CERTIFICATION REGARDING LOBBYING

For loans over $150.000., Congress requires recipients to agree to
the following:

1. Appropriated funds may NOT be used for lobbying.

2. Payment of non-federal funds for lobbying must be reported on Form
SF-LLL.

3. Language of this certification must be incorporated into all
contracts and subcontracts exceeding $100.000.

4. All contractors and subcontractors with contracts exceeding
$100.000 are required to certify and disclose accordingly.
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CERTIFICATION REGARDING
LOBBYING

Cerriflearion for Contracts, Grams, Loanz, end Cooperative
Agreements

Borrower and all Guarantors (1f any) certify, to the best of its, his or her knowledge and belief, that:

(1) Mo Federal appropriated funds have been pard or will be paid, by or on behalf of the undersigned, to
any person for influencing or attemphing to influence an officer or emplovee of any agency, a Member of
Congress, an officer or employee of Congress, or an emplovee of a Member of Congress i connection

with awarding of any Federal contract, the makng of any Federal grant, the makmng of any Federal loan,
the entering nto of any cooperative agreement, and the extension. continuation. repewal. or modification of
any Federal contract, grant, loan, or cooperative agreement

(2} If any funds other than Federal appropniated funds have been paid or will be paid to any person for
wfluencng or attemphog to mfluence an officer or emplovee of any agency, a Member of Congress, an
officer or employee of Congress, or an employee of a Member of Congress 1n connection with this Federal
loan. the undersigned shall complete and submit Standard Form LLL, "Disclosure Form to Report
Lobbyung.” in accordance with its instructions.

(3) The undersigned shall requare that the langnage of this certificabion be mchuded in the award
documents for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under grants,
loans, and co-operative agreements) and that all sub-recapuents shall centify and disclose accordingly.

Thas certification 13 a material representation of fact upon which reliance was placed when this transaction
was made or entered into. Submassion of this cerification 16 a preseqiusite for makang or entenng mto this
transaction inposed by Section 1352, Title 31, U S. Code. Any person who fails to file the required
certification shall be subject to a civil penalty of not less than 510.000.00 and not more than $100,000.00
for each such failure
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This Statement of Policy is Posted

In Accordance with Regulations of the

Small Business Administration

This Organization Practices

Equal Employment Opportunity

We do not discriminate on the ground of race, color, religion, sex, age, disability
or national origin in the hiring, retention, or promotion of employees; nor in
determining their rank, or the compensation or fringe benefits paid them.

This Organization Practices

Equal Treatment of Clients

We do not discriminate on the basis of race, color, religion, sex, marital status,
disability, age or national origin in services or accommodations offered or
provided to our employees, clients or guests.

These policies and this notice comply with regulations of the
United States Government.

Please report violations of this policy to:

Administrator

Small Business Administration
Washington, D.C. 20416

In order for the public and your employees to know their rights under 13 C.F.R Parts 112, 113, and 117, Small
Business Administration Regulations, and to conform with the directions of the Administrator of SBA, this poster
must be displayed where it |5 clearty visible ta employees, applican!s lor employment, and the public

Failure to display the poster as required in accordance with SBA Regulalions may be considered evidence of
noncomphance and subject you to the penalties containad in those Regulations
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Esta Declaracién De Principios Se Publica
De Acuerdo Con Los Reglamentos De La

Agencia Federal Para el Desarrollo de la Pequerna Empresa

Esta Organizacion Practica

Igual Oportunidad De Empleo

No discriminamos por razén de raza, color, religion, sexo, edad, discapacidad o
nacionalidad en el empleo, retencion o ascenso de personal ni en la determinacion
de sus posiciones, salarios o beneficios marginales.

Esta Organizacién Practica

Igualdad En El Trato A Su Clientela

No discriminamos por razén de raza, color, religion, sexo, estado civil,
edad, discapacidad o nacionalidad en los servicios o facilidades provistos para

nuestros empleados, clientes o visitantes.

Estos principios y este aviso cumplen con los reglamentos del Gobierno
de los Estados Unidos de América.

Favor de informar violaciones a lo aqui indicado a:

Administrador

Agencia Federal Para el Desarrolio de la
Pequefia Empresa
Washington, D.C. 20416

A fin de que el pablico y sus empleados conozcan sus derechos segin lo expresado en las Secciones 112,
113 y 117 del Cédigo de Regulaciaones Federales No. 13, de los Reglamentos de la Agencja Federal Para
el Desarrolio de la Pequefia Empresa y de acuerdo con las instrucciones del Administrador de dicha
agencia,
esta notificacién debe fijarse en un lugar claramente visible para los empleados, solicitantes de empleo y
publico an general. No fijar esta notificacion segan lo requerido por los reglamentos de la Agencia Federal
Para el Desarrollo de la Pequeiia Empresa, puede ser Interpretado como evidencia de falta de cumplimiento
de los mismes y conllevara la ejecucién de los castigos impuestos en estos reglamentos.
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NOTE

A PROPERLY SIGNED NOTE IS
REQUIRED PRIOR TO ANY
DISBURSEMENT

CAREFULLY READ THE NOTE: [t is your promise to repay the loan.

e  The Note 15 pre-dated. DO NOT CHANGE THE DATE OF THE NOTE.
s LOAN PAYMENTS will be due as stated in the Note.

s ANY CORRECTIONS OR UNAUTHORIZED MARKS MAY VOID THIS
DOCUMENT.

SIGNING THE NOTE: All borrowers must sign the Note.

s Sign vour name exacry as it appears on the Note. If typed incorrectly. vou should sign
with the correct spelling.

o If your muddle matial appears on the signature line, sign with vour nuddle mmtial

s If a suffix appears on the signature line, such as Sr. or Jr.. sign with your suffix.

e Corporate Signatories: Authonized representatives should sign the signature page
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U.S. Small Business Admimstration | paye: 05.28.2020

NOTE Loan Amount: $99,100.00
(SECURED DISASTER LOANS) Annual Interest Rate: 37505
SBA Loan & 4459907801 Application 23301016761

1. PROMISE TO PAY: In return for a loan, Borrower promuses to pay to the order of SBA the amount of ninety-nine
thousand one hundred and 00/100 Dollars ($99,100.00), mterest on the unpad principal balance, and all other
amounts requared by this Note

(]

DEFINITIONS: A) “Collateral” means any property taken ax secunty for payment of this Note or any guarantes of
this Note. B) “Guaranter” means each person or entity that signs a guarantee of payment of this Note €) “Loan
Documents™ means the documents related to this loan signed by Bomrower, any Guarantor, or anyone who pledges
collateral

3. PAYMENT TERMS: Borrower must make all pavments at the place SBA designates. Borrower may prepay this
Note in part or i full at any tume, without notice or penalty. Bommower must pay principal and iterest pavments of
$483.00 every month beginnmg Twelve (12) months from the date of the Note. SBA wall apply each mstallment
payment first to pay wnterest accrued to the day SBA recerves the payment and will then apply any remaming balance
to reduce principal. All remaining principal and accrued interest is due and pavable Thirty (30) vears from the date
of the Note

4 DEFAULT: Borrower 15 in default under this Note if Borrower does not make a pavment when due under this Note,
or if Borrower: A) Fails to comply with any provision of this Note, the Loan Authonzation and Agreement, or other
Loan Documents; B) Defaults on any other SBA loan: C) Sells or otherwise transfers, or does not preserve or
account to SBA s satisfaction for, any of the Collateral or ats proceeds, 1Y) Does not disclose, or anyone acting on
thewr behalf does not disclose, any matenal fact to SBA; E) Makes, or anyone acting on their behalf makes, a
materally false or misleading representation to SBA; F) Defaults on any loan or agreement with another exeditor, if
SBA believes the default may matenally affect Borrower's ability to pay this Note, G) Fails o pay any taxes when
due; H) Becomes the subject of a proceeding under any bankruptcy or insolvency law; I) Has a recewver or liquidator
apponnted for any part of thew busmess or property, J) Makes an assignment for the benefit of creditors; K) Has any
adverse change in financial condition or business operation that SBA believes may matenially affect Borrower's
ability to pay this Note; L) Dies; M) Reorganizes, merges, consolidates, or otherwise changes ownershup or business
structure without SBA's pnior wnitten consent; or, N) Becomes the subject of a civil or enminal action that SBA
believes may matenally affect Borrower's ability to pay this Note.

5. SBA'S RIGHTS IF THERE IS A DEFAULT: Without notice or demand and without giving up any of its rights,
SBA may: A) Require immedhate payment of all amounts owmg under this Note; B) Have recourse to collect all
amounts owing from any Borrower or Guarantor (af any); C) File suit and obtamn judgment; D) Take possession of
any Collateral: or E) Sell, lease. or otherwise dispose of, any Collateral at public or private sale, with or without
advertisement

6. SBA'S GENERAL POWERS: Without notice and without Borrower's consent, SBA may: A) Bid on or buy the
Collateral at its sale or the sale of another lisnholder, at any price it chooses, B) Collect amounts due undes tlns Note,
enforce the terms of this Note or any other Loan Document, and preserve or dispose of the Collateral Among other
things, the expenses may mnclude payments for property taxes. prior hens, msurance, apprasals, environmental
remediation costs, and reasonable attorney's fees and costs. If SBA incurs such expenses, it may demand immediate
reimbursement from Borrower or add the expenses to the principal balance; C) Release anyone obligated to pay this
Note; D) Compromuse, release, renew, extend or substitute any of the Collateral; and E) Take any action necessary to
protect the Collateral or collect amounts owing on this Note

Page 2 of 3
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7. FEDERAL LAW APPLIES: When SEA us the holder, this Note will be mterpreted and enforced under fedesal law,
including SBA regulabions. SBA may use state or local procedures for filing papers, recording documents, giving
notice, foreclosing Liens, and other purposes. By using such procedures, SBA does not waive any federal immunity
from state or local control. penalty. tax, or liability. As to thas Note, Borrower may aot claim or assert against SBA
any local or state law to deny any obligation, defeat any claim of SBA, or preempt federal law.

8 GENERAL PROVISIONS: A) All individuals and entities signung this Note are jowntly and severally Liable. B)
Borrower waives all suretyship defenses. C) Borrower must sign all documents requured at any time to comply with
the Loan Documents and to enable SBA to acquure, perfect, or mantaimn SBA's hens on Collateral. D) SBA may
exercise any of its nights separately or together, as many tumes and i any crder it chooses. SBA may delay or forgo
enforcing any of ils nights without givang up any of them. E) Bomrower may not use an oral statement of SBA to
contradict or alter the written terms of this Note. F) If any part of this Note 13 unenforceable, all other parts remamn in
effect. G) To the extent allowed by law, Borrower waives all demands and notices mn connection with this Note,
inchading presentment, demand. protest, and notice of dishonor. Borrower also waives any defenses based upon any
claim that 5BA did not obtain any guarantee; did not obtam, perfect, or maintain a hen upon Collateral; imparred
Collateral; or chd ot obtain the faur market value of Collateral af a sale. H) SBA may sell or otherwise transfer this
Note

9. MISUSE OF LOAN FUNDS: Anyone who wrongfully misapplies any proceeds of the loan wall be civally hable to
SBA for one and one- half tumes the proceeds disbursed, in addition to other remedies allowed by law

10. BORROWER'S NAME(S) AND SIGNATURE(S): By signing below, each mndividual or entity acknowledges and
accepts personal obligation and full habality under the Note as Borrower.

Exactus Inc.

{{0_sHp

Kenneth Puzder, Owner/ Officer
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SECURITY AGREEMENT

Read this document carefully. It grants the SBA a security interest (lien) in all
the property described in paragraph 4.

This document is predated. DO NOT CHANGE THE DATE ON THIS
DOCUMENT.
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WA E l'nﬂ;"

-;._':"* 6&5 17.8. Small Business Administration
¥ \ * SECURITY AGREEMENT
i) S

I A

SBA Loan # 4459907801

Borrower: Exactus Inc

Secured Party The Small Business Administration, an Agency of the U.S. Government
Date 05.28.2020

Note Amount: $99,100.00

1 DEFINITIONS.

Unless otherwise specified, all terms used in this Agreement will have the meanings ascnibed to them under the
Official Text of the Uniform Commercial Code, as 1t may be amended from tune to time, (“UCC™). “SBA™
means the Small Business Admumistration, an Agency of the U S, Government

=]

GRANT OF SECURITY INTEREST.

For value received, the Borrower grants to the Secured Party a secunty interest in the property described below
i paragraph 4 (the “Collateral”),

3. OBLIGATIONS SECURED.

This Agreement secures the payment and performance of (a) all obligations under a Note dated 05 28 2020,
made by Exactus Inc, . made payable to Secured Lender, w the amount of £59,100.00 ("Note™), including all
costs and expenses (including reasonable attorney s fees), mcurred by Secured Pasty in the disbursement,
admimistration and collection of the loan evidenced by the Note; (b) all costs and expenses (including reasonable
attorney s fees), incurred by Secured Party in the protection, mamntenance and enforcement of the secunity
interest hereby granted: (¢} all cbligations of the Borrower in any other agreement relating to the Note: and (d)
any modifications, renewals, refinancings. or extensions of the foregomg obligations

4 COLLATERAL DESCRIPTION,

The Collateral i which this secunty interest 1s granted includes the following property that Borower now owns
or shall acquire or create immediately upon the acquisition or creation thereof: all tangible

Page 2of 5
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and ntangible personal property. mcluding, but not lmited to: (a) nventory. (b) equipment, (¢) mstruments,
weluding promissory notes (d) chattel paper, including tangible chattel paper and electronic chattel paper. (&)
documents, (f) letter of credit nights, (g) accounts, mcleding health-care msurance receivables and credit card
recervables, (h) deposit acconnts, (1) commercial tort clams, (J) general intangibles, mcluding payment mtangibles
and software and (k) as-extracted collateral as such terms may from tume to tune be defined in the Uniform
Commercial Code. The secunty intercst Borrower grants includes all aceessions, atachments, accessorics,

parts, supplies and replacements for the Collateral, all products. proceeds and collections thereof and all records
and data relating thereto

5 RESTRICTIONS ON COLLATERAL TRANSFER.

Borrower will not sell, leass. license or otherwise transfer (including by granting secunty interests, Liens. or
other encumbrances i) all or any part of the Collateral or Borrower 's mterest in the Collateral without Secured
Party's written or electromcally communicated approval, except that Borrower may sell nventery in the
ordinary course of business on customary terms. Borrower may collect and use amounts due on accounts and
other rights to payment arsang or created in the ordinary course of business, untl notified othervase by Secured
Party 1n wniting or by electronic communication

[ MAINTENANCE AND LOCATION OF COLLATERAL; INSPECTION; INSURANCE.

Bomrower must promptly notify Secured Party by wnitten or electronic commumeation of any change in location
of the Collateral, specifying the new location. Borrower heseby grants to Secured Party the right to inspect the
Collateral at all reasonakle imes and upon reasonable notice. Borrower must: (a) mamntamn the Collateral m
good condition: (b) pay promptly all taxes, judgments, or charges of any kand levied or assessed thereon: (¢}
keep current all rent or mortgage payments due, if any, on premises where the Collateral is located; and (d)
mantam hazard msurance on the Collateral, with an insurance company and m an amount approved by Secured
Party (but n no event less than the replacement cost of that Collateral). and mcluding suech terms as Secured
Party may require including a Lender’s Loss Payable Clanse in favor of Secured Party. Borrower hereby assigns
to Secured Party any proceeds of such policies and all ugearned premiums thereon and authorizes and ETPOWErS
Secured Party to collect such sums and to execute and endorse n Bormrower’s name ail proofs of loss, drafts,
checks and any other documents necessary for Secured Party to obtam such payments.

7 CHANGES TO BORROWER'S LEGAL STRUCTURE, PLACE OF BUSINESS, JURISDICTION
OF ORGANIZATION, OR NAME.

Bomower must nohfy Secured Party by wntten or electrome communication not less than 30 days before taking
any of the following actions: (a) changing or reorgamzing the type of orgamization or form under which it does
business: (b) moving, changmng its place of business or adding a place of business; (c) changing its junisdiction
of erganization: or (d) changing its name. Berrower will pay for the preparation and filing of all documents
Secured Party deems necessary to maintain, perfect and continue the perfection of Secured Party s secunity
interest m the event of any such change

8 PERFECTION OF SECURITY INTEREST.

Borrower consents, withiout further notice, to Secured Party's filing or recording of any documents necessary to
perfect, continue, amend of ternunate its secunty wterest. Upon request of Secured Party, Borrower must sign or
otherwise auth e all documents that Secured Party deems necessary at any time to allow Secured Party to
acquire, perfect, continue or amend its secunty interest i the Collateral Borrower will pay the filing and recording
costs of any documents relatng to Secured Party's secunty interest. Borrower ratifies all previous filings and
recordings, including financing statements and
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notations on certificates of title. Borrower will cooperate with Secured Party 1 obtarmng a Centrol Agreement
satisfactory to Secured Party with respect to any Deposit Accounts or Investment Property. or i otherwise obtamng
centrol or possession of that or any other Collateral,

] DEFAULT.

Borrovwer is 1 default under this Agreement ift (a) Borrower fauls to pay. perform or otherwise comply with any
provision of this Agreement; (b) Borrower makes any matenally false representation, warranty or certufication
m, or m connection with, this Agreement, the Note, or any other agreement related to the Note or thus
Agreement; (c) another secured party or judgment creditor exercises its nghts against the Collatesal; or (d) an
event defined as a “default” under the Obligations occurs. In the event of defauit and if Secured Party requests,
Borrower must assemble and make available all Collateral at a place and tune designated by Secured Party.
Upon default and at any tume thereafter, Secured Party may declare all Obligations secured hereby immediately
due and pavable, and, mn its sole discrelion, may proceed to enforce pavment of same and exercise any of the
nghts and remedies available to a secured party by law includmg those avalable to ot under Article 9 of the
UCC that 13 in effect in the junsdiction where Borrower or the Collateral 1s located. Unless otherwise required
under applicable law, Secured Party has no obligation to clean or otheraise prepare the Collateral for sale or
other disposition and Borrower warves any night it may have to require Secured Party to enforce the security
mterest or pavment or performance of the Oblhigations agamst any other person

10. FEDERAL RIGHTS.

When SBA 15 the holder of the Note, this Agreement will be construed and enforced under federal law,
mecluding SBA regulations. Secured Party or SBA may use state or local proceduses for filing papers, recording
documents, giving notice, enforcing securnity imterests or hens, and for any other purposes, By using such
procedures, SBA does not waive any federal immunity from state or local control, penalty, tax or liability, As to
this Agreement, Borrower may not claim or assert any local or state law against SBA to deny any obligation,
defeat any claum of SBA, or preempt federal law

11 GOVERNING LAW,

Unless SBA 18 the holder of the Note, mn which case federal law will govern, Bomrower and Secured Party agree
that this Agreement will be governed by the laws of the junisdiction where the Borrower 15 located, including the
LUCC as m effect in such junsdiction and without reference to its conflicts of laws prineiples.

12, SECURED PARTY RIGHTS.

All nights conferred in this Agreement on Secured Party are in addition to those granted to if by law, and all
nghts are cumulative and may be exercised simultanecusly. Failure of Secured Party to enforce any rights or
remedies will not constitute an estoppel or waiver of Secured Party's ability to exercise such rights or remedies.
Unless otherwise required under applicable law, Secured Party is not hable for any loss or damage to Collateral
n its possession or under its control, nor will such loss or damage reduce or discharge the Obligations that are
due, even if Secured Party's actions or mactions cansed or i any way contnbuted to such loss or damage

13, SEVERABILITY.

If any provision of this Agreement 13 unenforceable, all other provisions remam o effect,
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14 BORROWER CERTIFICATIONS.

Borrower certifies that: (a) its Name (or Names) as stated above 15 correct: (b) all Collateral 15 owned or titled in
the Borrower's name and not in the name of any other crganization or individual; (c) Borrower has the legal
authority to graat the secunty uitesest w the Collateral; (d) Bomower's ownership in or title to the Collateral 13
free of all adverse claums, liens, or security interests {unless expressly pernutted by Secured Party): (e) none of
the Obhigaticns are or will be pnmanly for personal, fanuly or household purposes; (f) none of the Collateral 1s
or will be used, or has been or will be bought prumarily for personal. family or household purposes: (g)
Borrower has read and undesstands the meaning and effect of all terms of this Agreement

15, BORROWER NAME(S) AND SIGNATURE(S).

Bv nignung or otherwise authenticating below. each individual and each orgamizahon becomes jountly and
severally cbligated as a Borrower under this Agresment

Exactus Inc.

{{0_SH}} 05.28 2020
Date:

Kenneth Puzder, Owner/ Officer
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I, Emiliano Aloi,
1.

2.

Exhibit 31.1
CERTIFICATIONS
certify that;
I have reviewed this quarterly report on Form 10-Q for the quarter ended March 31, 2020 of Exactus, Inc. (the “registrant”);

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

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

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

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

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

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

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter
(the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

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

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

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

Date: June 30, 2020

/s/ Emiliano Aloi

By: Emiliano Aloi
Title: Interim Chief Executive Officer
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CERTIFICATIONS

I, Kenneth Puzder, certify that;

1.

2.

I have reviewed this quarterly report on Form 10-Q for the quarter ended March 31, 2020 of Exactus, Inc. (the “registrant”);

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

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

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

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

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

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

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter
(the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

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

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

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

Date: June 30, 2020

/s/ Kenneth Puzder
By: Kenneth Puzder
Title: Chief Financial Officer




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND
CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly Report of Exactus, Inc. (the “Company”) on Form 10-Q for the quarter ended March 31, 2020 filed with the Securities and Exchange
Commission (the “Report”), I, Emiliano Aloi, Interim Chief Executive Officer, and I, Kenneth Puzder, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934;
and

2. The information contained in the Report fairly presents, in all material respects, the consolidated financial condition of the Company as of the dates presented and the
consolidated result of operations of the Company for the periods presented.

By: /s/ Emiliano Aloi

Name: Emiliano Aloi

Title: Principal Executive Officer
Date: Date: June 30, 2020

By: /s/ Kenneth Puzder

Name: Kenneth Puzder

Title: Principal Financial Officer
Date: Date: June 30, 2020

This certification has been furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.Principal Financial Officer




