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ITEM 1. FINANCIAL STATEMENTS
 

PROVISION HOLDING, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

 

  
March 31,

2016   
June 30,

2015  
ASSETS  Unaudited     

CURRENT ASSETS       
Cash  $ 2,015,720  $ 128,968 
Accounts receivable, related party   441,641   75,455 
Accounts receivable   -   850 
Inventory, net   1,384,472   1,477,267 
Prepaid expenses   126,298   – 
Other current assets   3,000   3,000 

         
TOTAL CURRENT ASSETS   3,971,131   1,685,540 

         
EQUIPMENT, net of accumulated depreciation   13,750   – 
         
INTANGIBLES, net of accumulated amortization   155,249   157,121 
         

TOTAL ASSETS  $ 4,140,130  $ 1,842,661 

         
LIABILITIES AND STOCKHOLDERS’ DEFICIT         

CURRENT LIABILITIES         
Accounts payable and accrued expenses  $ 1,727,948  $ 2,100,171 
Payroll taxes, interest and penalties   626,292   655,446 
Accrued interest   2,595,622   2,256,133 
Unearned revenue   2,182,181   2,241,820 
Debt settlement payable   67,150   218,215 
Loss contingency payable   –   592,312 
Current portion of convertible debt, net of debt discount of $-0- and $-0-   666,885   999,385 
Notes payable   108,000   108,000 

         
TOTAL CURRENT LIABILITIES   7,974,078   9,171,482 
         
CONVERTIBLE DEBT, net of current portion and unamortized debt discount of $48,391 and

$78,556 and net of unamortized warrant discount of $434,633 and $-0- and net of financing costs of
$1,003,856 and $457,886   5,465,020   2,113,558 

Nonconvertible series A preferred stock, related party   100   – 
         
TOTAL LIABILITIES   13,439,198   11,285,040 

         
STOCKHOLDERS’ DEFICIT         
Preferred stock, par value $0.001 per share Authorized – 4,000,000 shares Designated 1,000 Series A

preferred stock, Issued and outstanding – 1,000 and -0- shares, respectively   –   – 
Common stock, par value $0.001 per share Authorized –200,000,000 shares and  100,000,000 shares;

respectively - issued and outstanding – 81,267,444 and 75,483,456, respectively   81,267   75,483 
Additional paid-in capital   20,659,685   19,087,584 
Less receivable for stock   (50,000)   (50,000)
Accumulated deficit   (29,990,020)   (28,555,446)

         
TOTAL STOCKHOLDERS’ DEFICIT   (9,299,068)   (9,442,379)

         
TOTAL LIABILITIES AND STOCKHOLDERS’ DEFICIT  $ 4,140,130  $ 1,842,661 

  
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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PROVISION HOLDING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
UNAUDITED

 
  Three Months Ended   Nine Months Ended  
  March 31,   March 31,  
  2016   2015   2016   2015  
REVENUES             

Advertising and hardware revenues  $ 19,494  $ 46,500  $ 77,760  $ 60,805 
Service related revenues – related party   2,007,015   125,758   5,321,145   239,898 

TOTAL REVENUES   2,026,509   172,258   5,398,905   300,703 
COST OF REVENUES   1,654,592   17,308   4,476,652   112,840 
GROSS PROFIT   371,917   154,950   922,253   187,863 
EXPENSES                 

General and administrative   722,162   261,931   1,471,810   676,226 
Research and development   119,407   31,250   216,306   95,751 

TOTAL EXPENSES   841,569   293,181   1,688,116   771,977 
LOSS FROM OPERATIONS   (469,652)   (138,231)   (765,863)   (584,114)
OTHER INCOME (EXPENSE)                 

Derivative liability expense – insufficient shares   –   –   (85,960)   – 
Change in fair value of derivative   –   78,971   –   152,253 
Gain on forgiveness of debt   –   73,562   597,312   73,562 
Other income (expense)   (823)   –   2,053   – 
Interest expense   (443,268)   (80,750)   (1,182,116)   (271,605)

TOTAL OTHER INCOME (EXPENSE)   (444,091)   71,783   (668,711)   (45,790)
LOSS BEFORE INCOME TAXES   (913,743)   (66,448)   (1,434,574)   (629,904)

Income tax expense   –   –   –   – 
NET LOSS  $ (913,743)  $ (66,448)  $ (1,434,574)  $ (629,904)

NET LOSS PER COMMON SHARE                 
Basic and diluted  $ (0.01)  $ (0.00)  $ (0.02)  $ (0.01)

WEIGHTED AVERAGE NUMBER OF COMMON SHARES
OUTSTANDING                 
Basic and diluted   78,773,014   74,637,356   77,797,425   71,861,986 

 
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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PROVISION HOLDING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ DEFICIT
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 

  Preferred A Stock   Common Stock   
Additional

Paid-in   
Receivable

for   Accumulated  
Total

Stockholders’ 
  Shares   Amount   Shares   Amount   Capital   Stock   Deficit   Deficit  

Balance, June 30, 2015   –   –   75,483,456  $ 75,483  $19,087,584  $ (50,000) $ (28,555,446) $ (9,442,379)
Issuance of Common Stock on

conversion of Debt and Accrued
Interest   –   –   2,661,195   2,662   146,838   –   –   149,500 

Issuance of Common Stock for
Services Received   –   –   1,723,333   1,723   226,610   –   –   228,333 

Issuance of Common Stock for
Warrants   –   –   1,399,460   1,399   (1,399)  –   –   - 

Issuance of Preferred A Shares for
Services Received   1,000   –   –   –   –   –   –   – 

Derivative liability reclass to
additional paid in capital upon
share increase   –   –   –   –   85,960   –   –   85,960 

Derivative liability reclass to
additional paid in capital upon
notes conversion   –   –   –   –   182,701   –   –   182,701 

Fair value of warrants issued for
finance costs   –   –   –   –   19,183   –   –   19,183 

Fair value of warrants issued for
deferred finance cost   –   –   –   –   344,447   –   –   344,447 

Fair value of warrants issued in
connection with convertible
notes   –   –   –   –   567,761   –   –   567,761 

Net loss for the nine Months
ended March 31, 2016   –   –   –   –   –   –   (1,434,574)  (1,434,574)

Balance, March 31, 2016   1,000  $ –   81,267,444  $ 81,267  $20,659,685  $ (50,000) $ (29,990,020) $ (9,299,068)

  
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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PROVISION HOLDING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
UNAUDITED

 

  
Nine Months Ended 

March 31,  
  2016   2015  
CASH FLOWS FROM OPERATING ACTIVITIES:       

Net loss  $ (1,434,574)  $ (629,904)
Adjustments to reconcile net loss to net cash used in operating activities:         

Non-cash compensation   228,333   – 
Gain on forgiveness of debt   (597,312)     
Depreciation expense   –   107 
Amortization   1,872   1,872 
Amortization of prepaid financing cost   344,750   – 
Amortization of debt discount   68,658   14,013 
Amortization of warrant discount   133,128   – 
Gain on debt settlement   –   (73,562)
Change in the fair value of derivative liability   –   (152,253)
Reduction of inventory reserve   –   (5,718)
Derivative liability expense – insufficient shares   85,960   – 
Non-cash interest expenses   144,208   – 
Changes in operating assets and liabilities:         

Accounts receivable   (365,336)   (72,011)
Inventory   92,795   (1,294,952)
Prepaid expenses   (126,298)   – 
Prepaid financing costs   (112,430)   4,688 
Accounts payable and accrued liabilities   (280,673)   248,240 

Preferred stock liability
  100   – 

Payroll taxes, interest and penalties   (29,154)   (84,437)
Accrued interest   383,989   237,061 
Unearned revenue   (59,639)   1,344,430 

NET CASH (USED IN) OPERATING ACTIVITIES   (1,521,623)   (462,426)
         
CASH FLOWS FROM INVESTING ACTIVITIES:         

Purchase of fixed assets   (13,750)   – 
NET CASH (USED IN) INVESTING ACTIVITIES   (13,750)   – 

         
CASH FLOWS FROM FINANCING ACTIVITIES:         

Proceeds from convertible notes payable, net of fees   3,600,690   – 
Payments on debt settlement   (151,065)   (25,000)
Payments on convertible notes payable   (27,500)   (7,500)
Stock Issued for cash   –   94,490 

NET CASH PROVIDED BY FINANCING ACTIVITIES   3,422,125   61,990 
         
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS   1,886,752   (400,436)
         
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD   128,968   739,479 
         
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD  $ 2,015,720  $ 339,043 

  
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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PROVISION HOLDING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS CONTINUED
UNAUDITED

 

  
Nine Months Ended

March 31,  
  2016   2015  

       
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION       
       

Interest paid  $ 114,988  $ – 
Taxes paid  $ –  $ – 

         
SCHEDULE OF NON-CASH INVESTING AND FINANCING ACTIVITIES:         
         
Issuance of shares of common stock for debt and accrued interest conversion  $ 149,500  $ 94,724 
         
Debt discount on convertible notes  $ 38,493  $ – 
         
Fair value of warrant issued for debt discount and deferred financing cost  $ 931,391  $ – 
         
Derivative liability expense – insufficient shares  $ 85,960  $ – 
         
Re-class convertible notes into notes payable and debt settlement payable  $ –  $ 290,000 
         
Initial derivative liability on the notes issuance date  $ 182,701  $ – 
         
Derivative liability reclass into additional paid in capital upon notes conversion  $ 182,701  $ – 
         
Proceed from convertible notes directly paid to accounts payable balance  $ 91,550  $ – 
         
Re-class accrued interest into convertible debt  $ 37,000  $ – 

 
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 

NOTE 1 ORGANIZATION AND BASIS OF PRESENTATION
 
Business Description and Presentation
 
Provision Holding, Inc. (“Provision” or the “Company”) focused on the development and distribution of Provision’s patented three-
dimensional, holographic interactive displays focused at grabbing and holding consumer attention particularly and initially in the
advertising and product merchandising markets. The systems display a moving 3D image size to forty inches in front of the display,
projecting a digital video image out into space detached from any screen, rendering truly independent floating images featuring high
definition and crisp visibility from far distances. The nearest comparable to this technology can be seen in motion pictures such as Star
Wars and Minority Report, where objects and humans are represented through full-motion holograms.
 
Provision’s proprietary and patented display technologies and software, and innovative solutions aim to attract consumer attention.
Currently the Company has multiple contracts to place Provision’s products into large retail stores, as well as signed agreements with
advertising agents to sell ad space to Fortune 500 customers. Given the technology’s potential in the advertising market, the Company is
focused on creating recurring revenue streams from the sale of advertising space on each unit.
 
Corporate History
 
On February 14, 2008, MailTec, Inc. (now known as Provision Holding, Inc.) (the “Company”) entered into an Agreement and Plan of
Merger, which was amended and restated on February 27, 2008 (as amended and restated, the “Agreement”), and closed effective February
28, 2008, with ProVision Merger Corp., a Nevada corporation and wholly owned subsidiary of the Company (the “Subsidiary”) and
Provision Interactive Technologies, Inc., a California corporation (“Provision”). Pursuant to the Agreement, the Subsidiary merged into
Provision, and Provision became a wholly owned subsidiary of the Company. As consideration for the merger of the Subsidiary into
Provision, the Company issued 20,879,350 shares of the Company’s common stock to the shareholders, creditors, and certain warrant
holders of Provision, representing approximately 86.5% of the Company’s aggregate issued and outstanding common stock, and the
outstanding shares and debt, and those warrants whose holders received shares of the Company’s common stock, of Provision were
transferred to the Company and cancelled.
 
Going Concern and Management Plans
 
These financial statements are presented on the basis that the Company is a going concern. Going concern contemplates the realization of
assets and the satisfaction of liabilities in the normal course of business over a reasonable length of time. The Company had accumulated
deficit at March 31, 2016 of $29,990,020. The Company has negative working capital of $4,002,947 as of March 31, 2016. These matters
raise substantial doubt about the Company’s ability to continue as a going concern. The unaudited condensed consolidated financial
statements do not include any adjustments relating to the recoverability and classification of recorded asset amounts or the amounts and
classification of liabilities that might be necessary should the Company be unable to continue as a going concern. The Company's
continuation as a going concern is dependent upon its ability to generate sufficient cash flow to meet its obligations on a timely basis, to
obtain additional financing or refinancing as may be required and, ultimately, to attain profitable operations. Management’s plan to
eliminate the going concern situation include, but are not limited to, the raise of additional capital through issuance of debt and equity,
improved cash flow management, aggressive cost reductions, and the creation of additional sales and profits across its product lines.
 
Basis of presentation
 
Throughout this report, the terms “we”, “us”, “ours”, “Provision” and “company” refer to Provision Holding, Inc., including its wholly-
owned subsidiary. The condensed consolidated balance sheet presented as of June 30, 2015 has been derived from the Company’s audited
consolidated financial statements. The unaudited condensed consolidated financial statements have been prepared pursuant to the rules and
regulations of the Securities and Exchange Commission, (instructions to Form 10-Q and Article 8 of Regulation S-X). Certain information
and footnote disclosures normally included in the annual financial statements prepared in accordance with accounting principles generally
accepted in the United States of America, have been omitted pursuant to those rules and regulations, but we believe that the disclosures are
adequate to make the information presented not misleading. The unaudited condensed consolidated financial statements and notes included
herein should be read in conjunction with the annual financial statements and notes for the fiscal year ended June 30, 2015 included in
Provision’s Annual Report on Form 10-K filed with the SEC on October 13, 2015. In the opinion of management, all adjustments,
consisting of normal, recurring adjustments and disclosures necessary for a fair presentation of these interim statements have been
included. The results of operations for the three and nine-month period ended March 31, 2016 are not necessarily indicative of the results
for the fiscal year ending June 30, 2016.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 1 ORGANIZATION AND BASIS OF PRESENTATION (Continued)
 
Principles of Consolidation and Reporting
 
The consolidated financial statements include the financial statements of the Company and its wholly owned subsidiary. All significant
inter-company balances and transactions have been eliminated in consolidation. The Company uses a fiscal year end of June 30.
 
There have been no significant changes in the Company's significant accounting policies during the three and nine months ended March 31,
2016 compared to what was previously disclosed in the Company's Annual Report on Form 10-K for the fiscal year ended June 30, 2015.
 
Basis of comparison
 
Certain prior-period amounts have been reclassified to conform to the current period presentation.
 
Use of Estimates
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make certain estimates and assumptions that affect the reported amounts and timing of revenues and expenses, the
reported amounts and classification of assets and liabilities, and the disclosure of contingent assets and liabilities. These estimates and
assumptions are based on the Company’s historical results as well as management’s future expectations. The Company’s actual results
could vary materially from management’s estimates and assumptions.
 
Management makes estimates that affect certain accounts including, deferred income tax assets, estimated useful lives of property and
equipment, accrued expenses, fair value of equity instruments and reserves for any other commitments or contingencies. Any adjustments
applied to estimates are recognized in the year in which such adjustments are determined.
 
Cash and Cash Equivalents
 
The Company considers all highly liquid investments, with an original maturity of nine months or less when purchased, to be cash
equivalents. As of March 31, 2016 and June 30, 2015, the Company’s cash and cash equivalents were on deposit in federally insured
financial institutions, and at times may exceed federally insured limits.
 
Accounts Receivable
 
Accounts receivable are not collateralized and interest is not accrued on past due accounts. Periodically, management reviews the adequacy
of its provision for doubtful accounts based on historical bad debt expense results and current economic conditions using factors based on
the aging of its accounts receivable. After management has exhausted all collection efforts, management writes off receivables and the
related reserve. Additionally, the Company may identify additional allowance requirements based on indications that a specific customer
may be experiencing financial difficulties. Actual bad debt results could differ materially from these estimates.
 
Inventories
 
Inventories are stated at the lower of cost (first-in, first-out) or market. The Company periodically reviews its inventories for indications of
slow movement and obsolescence and records an allowance when it is deemed necessary.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 1 ORGANIZATION AND BASIS OF PRESENTATION (Continued)
 
Property and Equipment
 
Property and equipment are stated at cost. When retired or otherwise disposed, the related carrying value and accumulated depreciation are
removed from the respective accounts and the net difference less any amount realized from disposition, is reflected in earnings. For
financial statement purposes, property and equipment are recorded at cost and depreciated using the straight-line method over their
estimated useful lives. Long-lived tangible assets are reviewed for impairment whenever events or changes in business circumstances
indicate the carrying value of the assets may not be recoverable. Impairment losses are recognized based on estimated fair values if the sum
of expected future undiscounted cash flows of the related assets is less than their carrying values.
 
Intangibles
 
Intangibles represent primarily costs incurred in connection with patent applications. Such costs are amortized using the straight-line
method over the useful life of the patent once issued, or expensed immediately if any specific application is unsuccessful.
 
Revenue Recognition
 
The Company recognizes gross sales when persuasive evidence of an arrangement exists, title transfer has occurred, the price is fixed or
readily determinable, and collection is probable. It recognizes revenue in accordance with Accounting Standards Codification (“ASC”) 605,
Revenue Recognition (“ASC 605”). Revenue from licensing, distribution and marketing agreements is recognized over the term of the
contract. Revenue from the sale of hardware is recognized when the product is complete and the buyer has accepted delivery. Provisions
for discounts and rebates to customers, estimated returns and allowances, and other adjustments are provided for in the same period the
related sales are recorded.
 
Cost of Revenue
 
Cost of revenue in respect to sale of hardware consists of costs associated with manufacturing of 3D displays, Kiosk machine,
transportation, and other costs that are directly related to a revenue-generating. Such expenses are classified as cost of revenue in the
corresponding period in which the revenue is recognized in the accompanying income statement.
 
Depreciation and Amortization
 
The Company depreciates its property and equipment using the straight-line method with estimated useful lives from three to seven years.
For federal income tax purposes, depreciation is computed using an accelerated method.
 
Shipping and Handling Costs
 
The Company’s policy is to classify shipping and handling costs as a component of Costs of Revenues in the Statement of Operations.
 
Unearned Revenue
 
The Company bills customers in advance for certain of its services. If the customer makes payment before the service is rendered to the
customer, the Company records the payment in a liability account entitled customer prepayments and recognizes the revenue related to the
services when the customer receives and utilizes that service, at which time the earnings process is complete. The Company recorded
$2,182,181 and $2,241,820 as of March 31, 2016 and June 30, 2015, respectively as deferred revenue.
 
Significant Customers
 
During the three and nine months ended March 31, 2016 the Company had one customer which accounted for more than 10% of the
Company’s revenues (99% and 99%, respectively). During the three and nine months ended March 31, 2015 the Company had one
customer which accounted for more than 10% of the Company’s revenues (73% and 80%, respectively).
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 1 ORGANIZATION AND BASIS OF PRESENTATION (Continued)
 
Research and Development Costs
 
The Company charges all research and development costs to expense when incurred. Manufacturing costs associated with the development
of a new process or a new product are expensed until such times as these processes or products are proven through final testing and initial
acceptance by the customer.
 
For the three months ended March 31, 2016 and 2015, the Company incurred $119,407 and $31,250, respectively for research and
development expense which are included in the unaudited condensed consolidated statements of operations. For the nine months ended
March 31, 2016 and 2015, the Company incurred $216,306 and $95,751, respectively for research and development expense which are
included in the unaudited condensed consolidated statements of operations.
 
Fair Value of Financial Instruments
 
Fair value estimates discussed herein are based upon certain market assumptions and pertinent information available to management as of
March 31, 2016 and June 30, 2015. The respective carrying value of certain on-balance-sheet financial instruments, approximate their fair
values. These financial instruments include cash, accounts receivable, accounts payable, accrued expenses and notes payable. Fair values
were assumed to approximate carrying values for these financial instruments because they are short term in nature and their carrying
amounts approximate fair values or they are receivable or payable on demand.
 
The Company uses fair value measurements under the three-level valuation hierarchy for disclosures of fair value measurement and
enhances disclosure for fair value measures. The three levels are defined as follows:
 
 ● Level 1 inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in active markets.

 
 ● Level 2 inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets, and inputs that are

observable for the assets or liability, either directly or indirectly, for substantially the full term of the financial instruments.
 

 ● Level 3 inputs to the valuation methodology are unobservable and significant to the fair value.
 

  
Carrying

Value   
Fair Value Measurements 

Using Fair Value Hierarchy  
     Level 1   Level 2   Level 3  

Convertible notes (net of discount) – March 31, 2016  $ 7,135,761  $ -  $ -  $ 7,135,761 
Convertible notes (net of discount) – June 30, 2015  $ 3,570,829  $ -  $ -  $ 3,570,829 
Derivative liability – March 31, 2016  $ -  $ -  $ -  $ - 
Derivative liability – June 30, 2015  $ -  $ -  $ -  $ - 

 
The following table provides a summary of the changes in fair value of the Company’s Promissory Notes, which are both Level 3 liabilities
as of March 31, 2016:
 
Balance at June 30, 2015  $ 3,570,829 
Issuance and extension of notes– net of discount   3,500,646 
Accretion of debt and warrant discount   201,786 
Re-class to notes payable and debt settlement payable   – 
Issuance of shares of common stock for convertible debt   (110,000)
Payments on convertible notes payable   (27,500)
Balance March 31, 2016  $ 7,135,761 

 
The Company determined the value of its convertible notes using a market interest rate and the value of the warrants and beneficial
conversion feature issued at the time of the transaction less the accretion. There is no active market for the debt and the value was based on
the delayed payment terms in addition to other facts and circumstances at the end of March 31, 2016 and June 30, 2015. 
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 1 ORGANIZATION AND BASIS OF PRESENTATION (Continued)
 
Derivative Financial Instruments
 
The Company evaluates our financial instruments to determine if such instruments are derivatives or contain features that qualify as
embedded derivatives. For derivative financial instruments that are accounted for as liabilities, the derivative instrument is initially
recorded at its fair value and is then re-valued at each reporting date, with changes in the fair value reported in the statements of operations.
For stock-based derivative financial instruments, the Company uses the Black-Scholes-Merton pricing model to value the derivative
instruments. The classification of derivative instruments, including whether such instruments should be recorded as liabilities or as equity,
is evaluated at the end of each reporting period. Derivative instrument liabilities are classified in the balance sheet as current or non-current
based on whether or not net-cash settlement of the derivative instrument could be required within 12 months of the balance sheet date.
 
Certain of the Company’s embedded conversion features on debt and outstanding warrants are treated as derivative liabilities for
accounting purposes under ASC 815 due to insufficient authorized shares to settle these outstanding contracts, or due to other rights
connected with these contracts, such as registration rights. In the case of insufficient authorized share capital available to fully settle
outstanding contracts, the Company utilizes the latest maturity date sequencing method to reclassify outstanding contracts as derivative
instruments. These contracts are recognized currently in earnings until such time as the warrants are exercised, expire, the related rights
have been waived and/or the authorized share capital has been amended to accommodate settlement of these contracts. These instruments
do not trade in an active securities market.
 
The classification of derivative instruments, including whether such instruments should be recorded as liabilities or as equity, is re-assessed
at the end of each reporting period. Derivative instruments that become subject to reclassification are reclassified at the fair value of the
instrument on the reclassification date. Derivative instrument liabilities will be classified in the balance sheet as current or non-current
based on whether or not settlement of the derivative instrument is expected within 12 months of the balance sheet date. 
 
The Company estimates the fair value of these instruments using the Black-Scholes option pricing model and the intrinsic value if the
convertible notes are due on demand.
 
We have determined that certain convertible debt instruments outstanding as of the date of these financial statements include an exercise
price “reset” adjustment that qualifies as derivative financial instruments under the provisions of ASC 815-40, Derivatives and Hedging -
Contracts in an Entity’s Own Stock (“ASC 815-40”). Certain of the convertible debentures have a variable exercise price, thus are
convertible into an indeterminate number of shares for which we cannot determine if we have sufficient authorized shares to settle the
transaction with. Accordingly, the embedded conversion option is a derivative liability and is marked to market through earnings at the end
of each reporting period. Any change in fair value during the period recorded in earnings as “Other income (expense) - gain (loss) on
change in derivative liabilities.”
 
The following table represents the Company’s derivative liability activity for the period ended:
 
Balance at June 30, 2015  $ - 
Derivative liability – insufficient shares   85,960 
Derivative liability – reclass into additional paid in capital due to sufficient shares   (85,960)
Initial measurement at issuance date of the notes   182,701 
Derivative liability reclass into additional paid in capital upon notes conversion   (182,701)
Balance March 31, 2016  $ - 
 
Commitments and Contingencies:
 
In the normal course of business, the Company is subject to loss contingencies, such as legal proceedings and claims arising out of its
business, that cover a wide range of matters, including, among others, government investigations, environment liability and tax matters. An
accrual for a loss contingency is recognized when it is probable that an asset had been impaired or a liability had been incurred and the
amount of loss can be reasonably estimated.
 
At March 31, 2016 and June 30, 2015, loss for contingency payable was $-0- and $592,312, respectively.
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PROVISION HOLDING, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE NINE MONTHS ENDED MARCH 31, 2016
UNAUDITED

 
NOTE 1 ORGANIZATION AND BASIS OF PRESENTATION (Continued)
 
Basic and Diluted Income (Loss) per Share
 
Basic income (loss) per common share is computed by dividing net income (loss) available to common stockholders by the weighted
average number of common shares outstanding. Diluted income (loss) per common share is computed similar to basic income per common
share except that the denominator is increased to include the number of additional common shares that would have been outstanding if the
potential common shares had been issued and if the additional common shares were dilutive. As of March 31, 2016, the Company had debt
instruments, options and warrants outstanding that can potentially be converted into approximately 93,143,366 shares of common stock.
88,347,399 of these shares are included in the computation as their effect would be dilutive.
 
Anti-dilutive securities not included in diluted loss per share relating to:    
Warrants outstanding  - 
Convertible debt and notes payable including accrued interest   4,795,967 
   4,795,967 

 
Material Equity Instruments
 
The Company evaluates stock options, stock warrants and other contracts (convertible promissory note payable) to determine if those
contracts or embedded components of those contracts qualify as derivative financial instruments to be separately accounted for under the
relevant sections of ASC 815-40, Derivative Instruments and Hedging: Contracts in Entity’s Own Equity (“ASC 815”). The result of this
accounting treatment could be that the fair value of a financial instrument is classified as a derivative financial instrument and is marked-to-
market at each balance sheet date and recorded as a liability. In the event that the fair value is recorded as a liability, the change in fair
value is recorded in the statement of operations as other income or other expense. Upon conversion or exercise of a derivative financial
instrument, the instrument is marked to fair value at the conversion date and then that fair value is reclassified to equity. Financial
instruments that are initially classified as equity that become subject to reclassification under ASC 815 are reclassified to a liability account
at the fair value of the instrument on the reclassification date.
 
Certain of the Company’s embedded conversion features on debt and outstanding warrants are treated as derivative liabilities for
accounting purposes under ASC 815-40 due to insufficient authorized shares to settle these outstanding contracts. Pursuant to SEC staff
guidance that permits a sequencing approach based on the use of ASC 840-15-25 which provides guidance for contracts that permit partial
net share settlement. The sequencing approach may be applied in one of two ways: contracts may be evaluated based on (1) earliest
issuance date or (2) latest maturity date. In the case of insufficient authorized share capital available to fully settle outstanding contracts,
the Company utilizes the earliest maturity date sequencing method to reclassify outstanding contracts as derivative instruments. These
contracts are recognized currently in earnings until such time as the convertible notes or warrants are exercised, expire, the related rights
have been waived and/or the authorized share capital has been amended to accommodate settlement of these contracts. These instruments
do not trade in an active securities market.
 
During September 2015, the Company had recorded a charge for the derivative liability resulting from the Company having insufficient
shares of $85,960. This derivative liability is a result of the embedded conversion features of the notes payable to convert 18,231,003
shares, at fixed prices ranging from $0.04 to $1.00 per share. The liability was recorded at the fair market value, which estimated value,
was based upon the remaining contractual life of the convertible notes payable (the host instrument), using the Black-Scholes pricing
model, and since these earlier notes had reached maturity and were now due on demand the intrinsic value was also considered. The
conversion exceeded the market price accordingly the intrinsic value was also zero. Accordingly the reclassification of the value of these
derivatives had no impact on the Company’s financial statements. On December 31, 2015, the Company amended its Articles of
Incorporation by filing a Certificate of Amendment with the Secretary of State of Nevada to effect an increase in the number of the
Company’s authorized common shares from 100,000,000 to 200,000,000. As such, the related derivative liability has been revalued to $0 at
March 31, 2016.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 1 ORGANIZATION AND BASIS OF PRESENTATION (Continued)
 
Recent Accounting Pronouncements

 
In January 2016, the FASB issued an accounting standard update which requires, among other things, that entities measure equity
investments (except those accounted for under the equity method of accounting or those that result in consolidation of the investee) at fair
value, with changes in fair value recognized in earnings. Under the standard, entities will no longer be able to recognize unrealized holding
gains and losses on equity securities classified today as available for sale as a component of other comprehensive income. For equity
investments without readily determinable fair values the cost method of accounting is also eliminated, however subject to certain
exceptions, entities will be able to elect to record equity investments without readily determinable fair values at cost, less impairment and
plus or minus adjustments for observable price changes, with all such changes recognized in earnings. This new standard does not change
the guidance for classifying and measuring investments in debt securities and loans. The standard is effective for us on July 1, 2018 (the
first quarter of our 2019 fiscal year). The Company is currently evaluating the anticipated impact of this standard on our financial
statements.

 
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) to increase transparency and comparability among organizations
by recognizing lease assets and lease liabilities on the balance sheet and disclosing key information about leasing arrangements. Topic 842
affects any entity that enters into a lease, with some specified scope exemptions. The guidance in this Update supersedes Topic 840, Leases.
The core principle of Topic 842 is that a lessee should recognize the assets and liabilities that arise from leases. A lessee should recognize
in the statement of financial position a liability to make lease payments (the lease liability) and a right-of-use asset representing its right to
use the underlying asset for the lease term. For public companies, the amendments in this Update are effective for fiscal years beginning
after December 15, 2018, including interim periods within those fiscal years. We are currently evaluating the impact of adopting ASU No.
2016-02 on our consolidated financial statements.

 
In March 2016, the FASB issued ASU 2016-08, Revenue from Contracts with Customers (Topic 606): Principal versus Agent
Considerations (Reporting Revenue Gross versus Net) that clarifies how to apply revenue recognition guidance related to whether an entity
is a principal or an agent. ASU 2016-08 clarifies that the analysis must focus on whether the entity has control of the goods or services
before they are transferred to the customer and provides additional guidance about how to apply the control principle when services are
provided and when goods or services are combined with other goods or services. The effective date for ASU 2016-08 is the same as the
effective date of ASU 2014-09 as amended by ASU 2015-14, for annual reporting periods beginning after December 15, 2017, including
interim periods within those years. The Company has not yet determined the impact of ASU 2016-08 on its consolidated financial
statements.

 
In March 2016, the FASB issued ASU No. 2016-09, Compensation – Stock Compensation, or ASU No. 2016-09. The areas for
simplification in this Update involve several aspects of the accounting for share-based payment transactions, including the income tax
consequences, classification of awards as either equity or liabilities, and classification on the statement of cash flows. For public entities,
the amendments in this Update are effective for annual periods beginning after December 15, 2016, and interim periods within those annual
periods. Early adoption is permitted in any interim or annual period. If an entity early adopts the amendments in an interim period, any
adjustments should be reflected as of the beginning of the fiscal year that includes that interim period. An entity that elects early adoption
must adopt all of the amendments in the same period. Amendments related to the timing of when excess tax benefits are recognized,
minimum statutory withholding requirements, forfeitures, and intrinsic value should be applied using a modified retrospective transition
method by means of a cumulative-effect adjustment to equity as of the beginning of the period in which the guidance is adopted.
Amendments related to the presentation of employee taxes paid on the statement of cash flows when an employer withholds shares to meet
the minimum statutory withholding requirement should be applied retrospectively. Amendments requiring recognition of excess tax
benefits and tax deficiencies in the income statement and the practical expedient for estimating expected term should be applied
prospectively. An entity may elect to apply the amendments related to the presentation of excess tax benefits on the statement of cash
flows using either a prospective transition method or a retrospective transition method. We are currently evaluating the impact of adopting
ASU No. 2016-09 on our consolidated financial statements.

 
In April 2016, the FASB issued ASU 2016-10, Revenue from Contracts with Customers (Topic 606): Identifying Performance Obligations
and Licensing, which provides further guidance on identifying performance obligations and improves the operability and understandability
of licensing implementation guidance. The effective date for ASU 2016-10 is the same as the effective date of ASU 2014-09 as  amended
by ASU 2015-14, for annual reporting periods beginning after December 15, 2017, including interim periods within those years. The
Company has not yet determined the impact of ASU 2016-10 on its consolidated financial statements.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 2 INVENTORY
 
Inventory consists of raw materials; work in process and finished goods. The Company’s inventory is stated at the lower of cost (FIFO cost
basis) or market.
 
The carrying value of inventory consisted of the following:
 

  
March 31,

2016   
June 30,

2015  
       
Raw materials  $ 334,771  $ 262,393 
Work in process   –   – 
Finished goods   1,207,066   1,372,239 
   1,541,837   1,634,632 
Less Inventory Reserve   (157,365)   (157,365)
Total  $ 1,384,472  $ 1,477,267 

 
During the three and nine months ended March 31, 2016 and 2015, the inventory reserve remained unchanged, respectively.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 3 PREPAID EXPENSES
 
During the nine months ended March 31, 2016, the Company prepaid certain expenses related to software licensing fees and legal expenses.
At March 31, 2016, $126,298 of these expenses remains to be amortized over the useful life through October 2016.
 
NOTE 4 PROPERTY and EQUIPMENT, net
 
Equipment consists of the following:
 

  
March 31,

2016   
June 30,

2015  
       
Furniture and fixtures  $ 12,492  $ 12,492 
Computer equipment   25,430   11,680 
Equipment   4,493   4,493 
   42,415   28,665 
Less accumulated depreciation   (28,665)   (28,665)
Total  $ 13,750  $ – 
 
The aggregate depreciation charge to operations was $-0- and -0-, and $-0- and $107 for the three and nine months ended March 31, 2016
and 2015, respectively. The depreciation policies followed by the Company are described in Note 1.
 
NOTE 5 PREPAID FINANCING COSTS
 
The Company pays financing costs to consultants and service providers related to certain financing transactions. The financing costs are
then amortized over the respective life of the financing agreements. As such, the Company has prepaid $1,003,856 and $457,886 in
financing costs at March 31, 2016 and June 30, 2015, respectively. Prepaid financing costs are presented with the net convertible debt as
appropriate.
 
NOTE 6 INTANGIBLES, net of accumulated amortization
 
Intangibles consist of the following:
 

  
March 31,

2016   
June 30,

2015  
       
Patents in process  $ 124,016  $ 124,016 
Patents issued   58,037   58,037 
   182,053   182,053 
         
Less accumulated amortization   (26,804)   (24,932)
         
Total  $ 155,249  $ 157,121 
 
The aggregate amortization expense charged to operations was $624 and $624, and $1,872 and $1,872 for three and nine months ended
March 31, 2016 and 2015, respectively. The amortization policies followed by the Company are described in Note 1.
 
As of March 31, 2016, the estimated future amortization expense related to finite-lived intangible assets was as follows:
 
Fiscal year ending,    
June 30, 2016 (remaining three months)  $ 624 
June 30, 2017   2,496 
June 30, 2018   2,496 
June 30, 2019   2,496 
June 30, 2020   2,496 

Thereafter  
 144,641

 
     
Total  $ 155,249 
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 7 DEBT SETTLEMENT
 
During February 2015 the Company settled with a convertible note holder to repay the principal and accrued interest due with an interest
free scheduled payment plan. On the date of the settlement the principal and accrued interest had a total value of $333,563. The scheduled
payment plan calls for payments totaling $260,000. Accordingly, the Company recorded $73,563 of gain on debt extinguishment in June
2015. The Company repaid $151,065 on this debt during the nine months ended March 31, 2016. The remaining balance is $67,150 and
$218,215 at March 31, 2016 and June 30, 2015, respectively. 
 
NOTE 8 CONVERTIBLE DEBT
 
Convertible debt consists of the following:
 

  
March 31,

2016   
June 30,

2015  
       
Convertible notes payable, annual interest rate of 10%, due dates range from May 2010 to February 2019

and convertible into common stock at a rate of $0.06 to $1.00 per share.  $ 6,868,785  $ 2,899,385 
Convertible note payable, annual interest rate of 10%, convertible into common stock at a rate of $1.00 per

share and due July 2017.   750,000   750,000 
Unamortized prepaid financing costs   (1,003,856)   (457,886)
Unamortized warrants discount to notes   (434,633)   – 
Unamortized debt discount   (48,391)   (78,556)

   6,131,905   3,112,943 
Less current portion   (666,885)   (999,385)
Convertible debt, net of current portion and debt discount  $ 5,465,020  $ 2,113,558 

 
During the nine months ended March 31, 2016, the Company issued $4,106,900 in 12% Series A Senior Secured Convertible Promissory
Notes, convertible into shares of the Company’s Common Stock at a conversion price of $0.10 per share. Each subscriber will receive, for
every $1,000 in Promissory Notes purchase, Series A Warrants to purchase 2,000 shares of the Company’s Common Stock at an exercise
price of $0.15 per share. The Promissory Notes shall be secured by all current and future assets of the Company on a pro-rata basis. The
Company received net proceeds of $3,600,660, balance $414,690 was shown as deferred financing cost and $91,550 was adjusted against
the old accounts payable. In relation to the above note, the Company incurred $104,400 as additional deferred financing cost. During the
period ended March 31, 2016, the Company issued warrants to placement agents at exercise price of $0.15 per share which was valued at
$344,447 and recorded as deferred financing cost.
 
For the three and nine months ended March 31, 2016, the Company charged $175,332 and $325,567, respectively as amortization of
deferred financing cost.
 
On or after six months from the original issue date, the Subscriber will have the right, at the Subscriber's option, to convert all or any
portion of the principal and any accrued but unpaid interest into shares of the Company’s Common Stock at a Conversion Price of $0.10.
The Conversion Price may be adjusted for any merger, stock split or dividend. Interest shall be payable at the rate of 12% per annum and
shall be due and payable quarterly, in arrears, with the initial interest payment due September 30, 2015 (from the date of issuance), and
continuing thereafter on each successive December 31, March 31, June 30 and September 30 and of each year. Standard events of default
such as failure to pay interest or principal on the Notes, failure to convert the Notes, and certain events related to insolvency. The Exercise
Price of each Warrant is $0.15 per share. Each Warrant expires five years after issuance. The Exercise Price may be adjusted for any
merger, stock split or dividend.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 8 CONVERTIBLE DEBT (Continued)
 
The Company allocated the proceeds from the sale of the above promissory notes and related warrants based on the relative fair values at
the time of issuance with the proceeds allocated to the warrants accounted for as additional paid-in-capital. The detachable Warrants were
valued at $567,761 using Black-Scholes model, as the fair value of convertible promissory notes on commitment date was $567,761. The
effective conversion price is calculated, which is higher than the stock price on issuance dates, and therefore, the Company determined that
the instrument’s effective conversion price was out-the-money at the instrument’s commitment date (a “beneficial conversion feature”).
The intrinsic value of the conversion option (beneficial conversion feature) is $-0-, and the Company recorded $-0- beneficial conversion
feature to additional paid in capital.

 
For the three and nine months ended March 31, 2016, $69,702 and $133,128, were expensed in the statement of operation as amortization
of warrant discount and shown as interest expenses, respectively. For the three and nine months ended March 31, 2016 and 2015, $9,982
and $4,603 and $68,658 and $14,013 was amortized of debt discount and shown as interest expenses, respectively.
 
Accrued and unpaid interest for convertible notes payable at March 31, 2016 and June 30, 2015 was $2,551,162 and $2,216,784,
respectively.

For the three and nine months ended March 31, 2016 and 2015, $128,203 and $110,341, and $383,989 and $237,061 was charged as
interest on debt and shown as interest expenses, respectively.
 
Derivative Liability
 
On August 3, 2015, the Company entered into a Loan Agreement with an investor pursuant to which the Company reissued a convertible
promissory note from a selling investor in the principal amount of for up to $97,000. The Note is convertible into shares of common stock
at an initial conversion price subject to adjustment as contained in the Note. The Conversion Price is the 70% of the VWAP for the prior 30
days, not lower than $0.07. The Note accrues interest at a rate of 8% per annum and matures on August 3, 2018. The note was sold to an
investor on August 5, 2015.
 
Due to the variable conversion price associated with this convertible promissory note, the Company has determined that the conversion
feature is considered a derivative liability. The accounting treatment of derivative financial instruments requires that the Company record
the fair value of the derivatives as of the inception date of the Convertible Promissory Note and to adjust the fair value as of each
subsequent balance sheet date.
 
The initial fair value of the embedded debt derivative of $102,296 was allocated as a debt discount $27,714 was determined using intrinsic
value with the remainder $74,582 charged to current period operations as interest expenses. The fair value of the described embedded
derivative was determined using the Black-Scholes Model with the following assumptions:
 
(1) dividend yield of  0%;  
(2) expected volatility of  145%,  
(3) risk-free interest rate of  0.99%,  
(4) expected life of  3 years, and  
(5) fair value of the Company’s common stock of  $0.09 per share.  
 
On August 5, 2015, the Company entered into a Loan Agreement with an investor pursuant to which the Company reissued a convertible
promissory note from a selling investor in the principal amount of for up to $97,000. The Note is convertible into shares of common stock
at an initial conversion price subject to adjustment as contained in the Note. The Conversion Price is the 90% of the current fair market
price, not lower than $0.05. The Note accrues interest at a rate of 8% per annum and matures on August 5, 2017. The note was fully
converted August 5, 2015.
 
Due to the variable conversion price associated with this convertible promissory notes, the Company has determined that the conversion
feature is considered a derivative liability. The accounting treatment of derivative financial instruments requires that the Company record
the fair value of the derivatives as of the inception date of the Convertible Promissory Note and to adjust the fair value as of each
subsequent balance sheet date.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 8 CONVERTIBLE DEBT (Continued)
 
The initial fair value of the embedded debt derivative of $80,405 was allocated as a debt discount $10,778 was determined using intrinsic
value with the remainder $69,627 charged to current period operations as interest expenses. The fair value of the described embedded
derivative was determined using the Black-Scholes Model with the following assumptions:
 
(1) dividend yield of  0%;  
(2) expected volatility of  156%,  
(3) risk-free interest rate of  0.73%,  
(4) expected life of  2 years, and  
(5) fair value of the Company’s common stock of  $0.06 per share.  
 
During the three and nine months ended March 31, 2016 and 2015, the Company recorded the loss (gain) in fair value of derivative$-0- and
($50,445) and $-0- and ($73,282), respectively. 
 
For the three and nine months ended March 31, 2016, $-0- and $38,492, were expensed in the statement of operation as amortization of
debt discount related to above notes and shown as interest expenses, respectively.
 
The following table represents the Company’s derivative liability activity for the period ended:
 
Balance at June 30, 2015  $ – 
Derivative liability – insufficient shares   85,960 
Derivative liability – reclass into additional paid in capital due to sufficient shares   (85,960)
Initial measurement at issuance date of the notes   182,701 
Derivative liability reclass into additional paid in capital upon notes conversion   (182,701)
Balance March 31, 2016  $ – 
 
NOTE 9 DERIVATIVE FINANCIAL INSTRUMENTS
 
The following table presents the components of the Company’s derivative financial instruments associated with convertible promissory
notes (Notes 8) and warrants (Note 12), which have no observable market data and are derived using the Black-Scholes option pricing
model measured at fair value on a recurring basis, using Level 1 and 3 inputs to the fair value hierarchy, at March 31, 2016:
 
  2016   2015  
Embedded conversion features  $ –  $ – 
Warrants   –   – 
Insufficient shares   –   – 
Derivative financial instruments  $ –  $ – 
 
These derivative financial instruments arise as a result of applying  ASC 815 Derivative and Hedging (“ASC 815”), which requires the
Company to make a determination whether an equity-linked financial instrument, or embedded feature, is indexed to the entity’s own stock.
This guidance applies to any freestanding financial instrument or embedded features that have the characteristics of a derivative, and to any
freestanding financial instruments that are potentially settled in an entity’s own stock.
 
During the nine months ended March 31, 2016, the Company issued notes with embedded conversion features and warrants to purchase
common stock and the Company did not, at the date of issuance of these instruments, have a sufficient number of authorized and available
shares of common stock to settle the outstanding contracts which triggered the requirement to account for these instruments as derivative
financial instruments until such time as the Company has sufficient authorized shares.
 
On December 31, 2015, the Company amended its Articles of Incorporation by filing a Certificate of Amendment with the Secretary of
State of Nevada to effect an increase in the number of the Company’s authorized common shares from 100,000,000 to 200,000,000.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 10 NOTES PAYABLE
 
At March 31, 2016, $108,000 of debt was outstanding with interest rates of 8% to 15%.
 
Accrued and unpaid interest for these notes payable at March 31, 2016 and June 30, 2015 was $44,460 and $39,349, respectively.
 
For the three and nine months ended March 31, 2016 and 2015, $1,694 and $1,450, and $6,805 and $5,864 was charged as interest on debt
and shown as interest expenses, respectively.
 
NOTE 11 COMMITMENTS
 
Lease Agreement - The Company leases its office space under a month-to-month lease. Rent expense was $55,368 and $55,368, and
$18,456 and $18,456 for the three and nine months ended March 31, 2016 and 2015, respectively.
 
The Company is delinquent in remitting its payroll taxes to the applicable governmental authorities. Total due, including estimated
penalties and interest is $626,292 and $655,446 at March 31, 2016 and June 30, 2015, respectively
 
NOTE 12 EQUITY
 
Preferred Stock
 
The Company is authorized to issue 4,000,000 shares of Preferred Stock with a par value of $0.001 per share as of March 31, 2016.
Preferred shares issued and outstanding at March 31, 2016 and June 30, 2015 were 1,000 shares and 0 shares respectively.
 
On December 30, 2015, the Company filed an amendment to the Company's Articles of Incorporation, as amended, in the form of a
Certificate of Designation that authorized for issuance of up to 1,000 shares of Series A preferred stock, par value $0.001 per share, of the
Company designated “Super Voting Preferred Stock” and established the rights, preferences and limitations thereof. The pertinent rights
and privileges of each share of the Super Voting Preferred Stock are as follows: 
 

(i) each share shall not be entitled to receive any dividends nor any liquidation preference;
 

(ii) each share shall not be convertible into shares of the Company’s common stock; 
 

(iii) shall be automatically redeemed by the Company at $0.10 per share on the first to occur of the following triggering events: (a)
90 days following the date on which this Certificate of Designation is filed with the Secretary of State of Nevada or (b) on the date
that Mr. Thornton ceases, for any reason, to serve as officer, director or consultant of the Company; and 

 
(iv) long as any shares of the Series A Preferred Stock remain issued and outstanding, the holders thereof, voting separately as a
class, shall have the right to vote in an amount equal to 51% of the total vote (representing a majority voting power) effecting an
increase in the authorized common stock of the Company. Such vote shall be determined by the holder(s) of the then issued and
outstanding shares of Series A Preferred Stock. For example, if there are 10,000 shares of the Company’s common stock issued and
outstanding at the time of a shareholder vote, the holders of the Series A Preferred Stock, will have the right to vote an aggregate of
10,408 shares, out of a total number of 20,408 shares voting. The amount of voting rights is determined based on the common
shares outstanding and at the record date for the determination of shareholders entitled to vote at each meeting of shareholders of
the Company or action by written consent in lieu of meetings with respect to effecting an increase in the authorized shares as
presented to the shareholders of the Company. Each holder of Super Voting Preferred Stock shall vote together with the holders of
Common Stock, as a single class, except (i) as provided by Nevada Statutes and (ii) with regard to the amendment, alteration or
repeal of the preferences, rights, powers or other terms with the written consent of the majority of holders of Super Voting Preferred
Stock. 
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 12 EQUITY (Continued)
 
On December 31, 2015, the Company issued 1,000 shares of Super Voting Preferred Stock for $0.10 per share to Curt Thornton, President
and Chief Executive Officer, and a director of the Company, as described in Note 13 Related Party Transactions.
 
The Preferred Stock – Series A has a mandatory redemption provision of $0.10 per share, accordingly it is classified as a liability in the
balance sheet.
 
Common Stock
 
On December 31, 2015, the Company amended its Articles of Incorporation by filing a Certificate of Amendment with the Secretary of
State of Nevada to effect an increase in the number of the Company’s authorized common shares from 100,000,000 to 200,000,000. The
increase in the authorized number of shares of common stock was approved by the Board of Director of the Company on December 30,
2015 and holders of more than 50% of the voting power of the Company’s capital stock on December 31, 2015.
 
As of March 31, 2016 and June 30, 2015, there were 81,267,444 and 75,483,456 shares of common stock issued and outstanding,
respectively.
 
During the nine months ended March 31, 2016, the Company issued 1,723,333 shares of common stock in exchange for consulting services
valued at $228,333.

During the nine months ended March 31, 2016 the Company issued 2,661,195 shares of its common stock in payment of $149,500 debt and
accrued interest.

During the nine months ended March 31, 2016 the Company issued 1,399,460 shares of its common stock per the exercise of cashless
warrants.
 
Warrants
 
Warrant activity during the nine months ended March 31, 2016, is as follows:
 

  Warrants   

Weighted-
Average
Exercise

Price   

Aggregate
Intrinsic

Value  
Outstanding and exercisable at June 30, 2015   8,751,189  $ 0.14  $ 406,131 
Granted   13,932,650   0.12   – 
Exercised   (2,258,616)   .01   – 
Expired             
Outstanding and exercisable at March 31, 2016   20,425,223  $ 0.14  $ 2,859,531 

 
During the nine months ended March 31, 2016, the Company issued warrants to purchase 8,213,800 shares of common stock in connection
with convertible notes.  These warrants have an exercise price of $0.15 per share and expire within five years from the date of issue and the
same was accounted as warrant discount and valued $567,761 as of March 31, 2016 (see Note 8).
 
During the nine months ended March 31, 2016, the Company issued warrants to purchase 5,421,900 shares of common stock for
professional fees related to the issuances of convertible notes. These warrants have an exercise price of $0.07 to $0.10 per share and expire
within three years from the date of issue and the same was accounted as deferred financing cost and valued $344,447 as of March 31, 2016
(see Note 8).
 
During the nine months ended March 31, 2016, the Company issued warrants to purchase 296,950 shares of common stock for non-cash
interest fees. These warrants have an exercise price of $0.06 and expire within five years from the date of issue and the same was accounted
for as interest expense and valued at $19,183 as of March 31, 2016.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED
 
NOTE 12 EQUITY (Continued)
 
During the nine months ended March 31, 2016, the Company issued 1,399,460 shares of common stock in order to fulfill the cashless
exercise of 2,258,616 warrants. Due the nature of the exercise, the Company did not receive any funds.
 
The fair value of the described above warrants was determined using the Black-Scholes Model with the following assumptions:
 
(1) risk free interest rate of  0.82% to 1.1%;  
(2) dividend yield of  0%;  
(3) volatility factor of  138%-148%;  
(4) an expected life of the conversion feature of  3 to 5 years, and  
(5) estimated fair value of the company’s common stock of  $0.07 to $0.10 per share.  

 
Stock Option Plan
 
There were no new options granted or exercised during the nine months ended March 31, 2016 and 2015. There are no stock options
outstanding as of March 31, 2016 and June 30, 2015. 
 
NOTE 13 RELATED ENTITY ACTIVITIES
 
ProDava 3D
 
On June 30, 2014 the Company entered into an agreement with DB Dava, LLC (“DB”) to help the Company launch the 3D network in Rite
Aid. The agreement creates a newly-formed entity, ProDava 3D, LLC (“ProDava 3D”), to purchase Provision’s 3D Savings Center kiosks
for placement into Rite Aid stores. ProDava 3D may purchase up to $50 million in 3D Savings Center kiosks. The agreement calls for an
initial purchase of $2 million of 3D Savings Center kiosks. The Company will generate revenues and gross profit from the sale of
machines to ProDava 3D. The Company will also earn advertising revenue from advertisements in Rite Aid earned by ProDava 3D.
 
ProDava 3D is purchasing 3D Savings Center kiosks, manufactured by Provision. These will be placed in high traffic aisles of nationally
recognized retail stores, initially Rite Aid, with advertisements of consumer packaged products, other consumer goods manufacturers along
with local/regional advertisers. Ad sales inventory will include marquee 3D hologram images, coupons, and other rewards and transactions
of products sold in the stores (focused on new product introductions).
 
Provision’s contribution to ProDava 3D includes Provision’s know-how, management, and its agreement with the national retail pharmacy
that will be the first target for the 3D Savings Center kiosk launch. Provision will be responsible for manufacturing, installation, service,
maintenance, technical support, network management, advertising, marketing, and accounting of each 3D Savings Center kiosk for the joint
venture. Provision will be compensated for rendering and performing all of these services. The advertising and other revenues generated
from the 3D Savings Center kiosks will be divided among Provision and DB.
 
For the nine months ended March 31, 2016 and 2015 total revenue includes $5,321,145 and $239,898, respectively, revenue from a related
party.
 
Also, total accounts receivables as of March 31, 2016 of $441,641 includes $441,641 receivables from a related party. Further, total
unearned revenue as of March 31, 2016 of $2,182,181 includes $1,037,882 advance for sales order received from a related party.
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PROVISION HOLDING, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED MARCH 31, 2016

UNAUDITED 
 
NOTE 13 RELATED ENTITY ACTIVITIES (Continued)
 
Transactions with Officers and Directors
 
On December 30, 2015, the Company entered into a Purchase Agreement with Curt Thornton, the Company's President and Chief
Executive Officer for the sale of 1,000 shares of “Super Voting Preferred Stock – Series A” for $0.10 per share and the closing price of the
Company's Common Stock was $0.08 per share, as reported on the Over-the-Counter Markets (OTCQB) on the date prior to the date the
Board approved the transaction. The Series A Preferred Shares does not have a dividend rate or liquidation preference and are not
convertible into shares of common stock. The shares of the Series A Preferred Stock shall be automatically redeemed by the Company at
$0.10 per share on the first to occur of the following triggering events: (i) 90 days following the date on which this Certificate of
Designation is filed with the Secretary of State of Nevada or (ii) on the date that Mr. Thornton ceases, for any reason, to serve as officer,
director or consultant of the Company. For so long as any shares of the Series A Preferred Stock remain issued and outstanding, the holders
thereof, voting separately as a class, shall have the right to vote in an amount equal to 51% of the total vote (representing a majority voting
power) effecting an increase in the authorized common stock of the Company. Such vote shall be determined by the holder(s) of the then
issued and outstanding shares of Series A Preferred Stock. For example, if there are 10,000 shares of the Company’s common stock issued
and outstanding at the time of a shareholder vote, the holders of the Series A Preferred Stock, will have the right to vote an aggregate of
10,408 shares, out of a total number of 20,408 shares voting. The adoption of the Series A Preferred Stock and its issuance to Mr. Thornton
was taken solely to allow the Company to increase the Company’s authorized shares of common stock. As a result, the Company
determined that there was no recorded a preferred stock control premium for the Preferred Stock – Series A that was issued to Mr.
Thornton. The rights and preferences of the shares are described in Note 12 Equity.
 
NOTE 14 LEGAL PROCEEDINGS
 
On August 26, 2004, in order to protect its legal rights and in the best interest of the shareholders at large, the Company filed, in the
Superior Court of California, a complaint alleging breach of contract, rescission, tortuous interference and fraud with Betacorp
Management, Inc. In an effort to resolve all outstanding issues, the parties agreed, in good faith, to enter into arbitration in the State of
Texas, domicile of the defendants. On August 11, 2006, a judgment was awarded against the Company in the sum of $592,312. A
contingency loss of $592,312 was charged to operations during the year ended June 30, 2007. Subsequently, The Company filed a counter
lawsuit and was awarded a default judgement in its favor, and as such removed the contingency loss during the nine months ended March
31, 2016.
 
Litigation
 
From time to time, we may become involved in various lawsuits and legal proceedings which arise in the ordinary course of business.
However, litigation is subject to inherent uncertainties, and an adverse result in these or other matters may arise from time to time that may
harm our business. We are currently not aware of any such legal proceedings that we believe will have, individually or in the aggregate, a
material adverse effect on our business, financial condition or operating results.
 
NOTE 15 SUBSEQUENT EVENTS
 
During April 2016, the Company issued 200,000 shares of common stock in payment of services received in connection to a consulting
agreement.

 
During April 2016, the Company issued 30,000 shares of common stock in payment of services received in connection to a consulting
agreement.

 
During April 2016, the Company issued 625,000 shares of common stock to an investor as the result of the exercise of a warrant agreement
at $0.04 per share.

 
During April 2016, the Company issued 4,300,000 shares of common stock to an investor as the result of a debt conversion of the
Company’s 12% Senior Secured Convertible Promissory Notes at a conversion price of $0.10 per share.

 
On May 6, 2016, the Company exchanged a debenture with an unpaid principal amount of $195,000 and unpaid interest of $94,839 for
$7,821 in cash, a 12% Senior Secured Convertible Promissory Note for $282,018 convertible into the Company’s common stock at $0.10
per share and a warrant to purchase 564,036 shares of the Company’s common stock at $0.15 per share which expires on May 6, 2021.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION
 
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our financial
statements and the notes thereto included elsewhere in this quarterly report on Form 10-Q and in our annual report on Form 10-K filed
with the Securities and Exchange Commission.

 
THIS FILING, INCLUDING BUT NOT LIMITED TO “MANAGEMENT’S DISCUSSION AND ANALYSIS”, CONTAINS
FORWARD-LOOKING STATEMENTS. THE WORDS “ANTICIPATED,” “BELIEVE,” “EXPECT,” “PLAN,” “INTEND,” “SEEK,”
“ESTIMATE,” “PROJECT,” “WILL,” “COULD,” “MAY,” AND SIMILAR EXPRESSIONS ARE INTENDED TO IDENTIFY
FORWARD-LOOKING STATEMENTS. THESE STATEMENTS INCLUDE, AMONG OTHERS, INFORMATION REGARDING
FUTURE OPERATIONS, FUTURE CAPITAL EXPENDITURES, AND FUTURE NET CASH FLOW. SUCH STATEMENTS
REFLECT THE COMPANY’S CURRENT VIEWS WITH RESPECT TO FUTURE EVENTS AND FINANCIAL PERFORMANCE
AND INVOLVE RISKS AND UNCERTAINTIES, INCLUDING, WITHOUT LIMITATION, GENERAL ECONOMIC AND
BUSINESS CONDITIONS, CHANGES IN SOCIAL, AND ECONOMIC CONDITIONS, AND COMPLIANCE WITH
GOVERNMENTAL REGULATIONS, THE ABILITY TO ACHIEVE MARKET PENETRATION AND CUSTOMERS, AND
VARIOUS OTHER MATTERS, MANY OF WHICH ARE BEYOND THE COMPANY’S CONTROL. OUR ACTUAL RESULTS
COULD DIFFER MATERIALLY FROM THOSE ANTICIPATED IN THESE FORWARD- LOOKING STATEMENTS AS A RESULT
OF SEVERAL FACTORS, INCLUDING THE RISKS FACED BY US AS DESCRIBED BELOW AND ELSEWHERE IN THIS FORM
10-Q. IN LIGHT OF THESE RISKS AND UNCERTAINTIES THERE CAN BE NO ASSURANCE THAT THE FORWARD-LOOKING
STATEMENTS CONTAINED IN THIS FORM 10-Q WILL OCCUR. WE HAVE NO OBLIGATION TO PUBLICLY UPDATE OR
REVISE THESE FORWARD-LOOKING STATEMENTS TO REFLECT NEW INFORMATION, FUTURE EVENTS, OR
OTHERWISE, EXCEPT AS REQUIRED BY FEDERAL SECURITIES LAWS AND WE CAUTION YOU NOT TO PLACE UNDUE
RELIANCE ON THESE FORWARD-LOOKING STATEMENTS. WE MAY NOT UPDATE THESE FORWARD-LOOKING
STATEMENTS, EVEN THOUGH OUR SITUATION MAY CHANGE.

 
Business History and Overview
 
Provision Holding, Inc. and its subsidiary, Provision Interactive Technologies, Inc. (“Provision”), is a purveyor of intelligent interactive 3D
holographic display technologies, software, and integrated solutions for both commercial and consumer focused applications. Provision's
3D holographic display systems projects full color, high resolution videos into space detached from the screen, without any special glasses.
Provision is currently a market leader in true 3D consumer advertising display products.
 
We are focused on the development and distribution of our patented three-dimensional, holographic interactive video displays focused at
grabbing and holding consumer attention particularly and initially in the advertising and product merchandising markets. The systems
display a moving 3D image size to forty inches in front of the display, projecting a digital video image out into space detached from any
screen, rendering truly independent floating images featuring high definition and crisp visibility from far distances. The nearest comparable
to this technology can be seen in motion pictures such as Star Wars and Minority Report, where objects and humans are represented through
full-motion holograms. In addition to selling the hardware for our patented three-dimensional, holographic interactive video displays, we
are building our business into a digital media company offering advertising on a network of our 3D holographic video displays and
integrating them into Provision’s 3D Savings Center kiosks.
 
We have a limited operating history upon which an investor can evaluate our business prospects, which makes it difficult to forecast our
future operating results, in light of the risks, uncertainties and problems frequently encountered by companies with limited operating
histories. These include, but are not limited to, competition, the need to develop customers and market expertise, market conditions, sales,
and marketing and governmental regulation.
 
We were incorporated in Nevada under the name MailTec, Inc. on February 9, 2004. Pursuant to an Agreement and Plan of Merger, dated
February 14, 2008, which was amended and restated on February 27, 2008 (as amended and restated, the “Agreement”), MailTec, Inc. with
ProVision Merger Corp., a Nevada corporation and wholly owned subsidiary of the Company (the “Subsidiary”) and Provision Interactive
Technologies, Inc., a California corporation (“ProVision”), the Subsidiary merged into ProVision, and ProVision became a wholly owned
subsidiary of the Company. As consideration for the merger of the Subsidiary into ProVision, the Company issued 20,879,350 shares of
the Company’s common stock to the shareholders, creditors, and certain warrant holders of ProVision, representing approximately 86.5%
of the Company’s aggregate issued and outstanding common stock, and the outstanding shares and debt, and those warrants whose holders
received shares of the Company’s common stock, of ProVision were transferred to the Company and cancelled. Effective February 28,
2008, pursuant to the Agreement, ProVision became a wholly owned subsidiary of the Company. At the time of the reverse acquisition,
MailTec was not engaged in any active business.
 
Our corporate headquarters are located in Chatsworth, California and our phone number is (818) 775-1624.
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Products and Services

 
We believe we are well positioned to capitalize on advertisers’ demands as ProVision’s HoloVision™ display and 3D Savings Center
kiosks offer advertisers and customers an opportunity to reach a highly sought-after, captive audience outside the home, in familiar settings
like grocery stores, malls, convenience stores, gas stations, banks and other retail locations. We reach the consumer and business
professional at the critical time - when they are away from their homes and businesses and when they are making their buying decisions.

 
ProVision is marketing our patented three-dimensional, holographic interactive video display and is also developing and marketing several
new point-of-purchase, and other devices, tailored to specific industries with major international companies or readying to begin shortly;
including the medical, entertainment, government and home markets. ProVision’s floating image display technologies have multiple
potential market applications across a broad spectrum of industries. In addition to hardware sales, we are initially focusing our efforts on the
point-of-purchase and advertising markets.
 
ProVision’s HoloVision™ display can be used for a number of applications, including:
 

Retail  Education  Medical  Entertainment  Consumer
Drug Stores / Convenience
Stores  

Primary / Secondary Schools  Doctors / Dentist
Offices

 Slot Machines,
Pachinko

 Home Game Consoles

Grocery Stores  Universities  Hospitals  Casinos  Computer Monitors
Banking  Museums  Imaging  Lottery  TV
Fast Food  Libraries    Movie Theaters  Cell Phones
Hotels / Hospitality  Science Centers    Video Games   
Electronics      Theme Parks   
 
The projected and estimated economic model for retail stores utilizing a kiosk application is (on a per machine basis):
 
3D Hologram Ads  Rotation of 10 Second Hologram Ads @ $150 per Ad  $ 1,500 
Coupons  Issuance of 11 Coupon Programs @ $100 per Program  $ 1,100 
Net Revenue  Per Machine (net of agency fees)  $ 2,600 
       
Operating Costs  Monthly Paper, Service and Network Fees  $ 150 
  Retailer Share (estimated at 25% of Net Revenue)  $ 650 
Operating Costs  Per Machine  $ 800 
       
Monthly Operating Profit Per Machine  $ 1,800 

 
The monthly operating profit per machine would be reduced by the financing costs, such as a lease of the machine or funding through a
joint venture such as Pro Dava 3D.

 
Business Development

 
Launching our first products into grocery stores and retail pharmacies, we have developed a new patented application. Known as the “3D
Savings Center”, this ProVision device projects 3D video advertisements and allows consumers to print coupons as well as receive non-
cash awards. The 3D Savings Center kiosk provides consumer product goods companies and other advertisers with a new way of
promoting their products at the point of purchase, where consumers are making 70% (seventy percent) of their buying decisions.

 
We tested our concept in Fred Meyer Stores, a division of The Kroger, Co., installing 3D Savings Center kiosks in the Pacific Northwest.
We received advertising placements from some of the largest manufacturers in the country, including Unilever, Proctor & Gamble, Johnson
& Johnson, BIC and Kimberly Clark. The Company has published a case study of this successful market trial which is available from the
Company.

 
We have now aligned a retail chain, a hardware purchaser to buy 3D Savings Center kiosks to install into the retail chain and advertising
agencies to sell ads for the 3D Savings Center kiosks and expect to generate additional revenue from hardware sales in the year ended June
30, 2016 and significant advertising sales thereafter.
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Rite Aid Pharmacies

 
We plan to build, own, and operate networks of 3D Savings Center kiosks.  In April 2013 we have an agreement with Rite Aid Pharmacies
(“Rite Aid”) to install 3D Savings Centers kiosks in all participating Rite Aid stores throughout the United States. We successfully
completed the pilot test phase with nine stores in Los Angeles, and have completed the manufacturing of, and received payment for, the
first 200 3D Savings Center kiosks in March 2015. The Company began shipping the first 200 kiosks to be installed in stores at the end of
March 2015. We have now shipped an additional 2503D Savings Center kiosks to its retail partner.  These kiosks are being installed in
New York, Los Angeles, Detroit, Philadelphia and San Francisco retail locations.   Upon installation, which will be an ongoing process
through February 2016, the Company will have 450 3D kiosks in five cities furthering its ability to promote both national and local
consumer brands through paid advertising.  With the successful incorporation of Rite Aid’s wellness and loyalty program, now known as
“Plenti”onto the 3D Savings Center kiosks in New York and Los Angeles, we will then continue to expand to 1,000 stores in Rite Aid’s top
10 demographic markets by the end of July 2016. The Company will earn advertising revenue from advertisements in Rite Aid.

 
ProDava 3D

 
On June 30, 2014 the Company entered into an agreement with DB Dava, LLC (“DB”) to help the Company launch the 3D network in Rite
Aid. The agreement creates a newly-formed entity, ProDava 3D, LLC (“ProDava 3D”), to purchase Provision’s 3D Savings Center kiosks
for placement into Rite Aid stores. ProDava 3D may purchase up to $50 million in 3D Savings Center kiosks. The Company generated
revenues and gross profit from the sale of machines to ProDava 3D during the three and nine months ended March 31, 2016. The Company
will also will earn advertising revenue from advertisements in Rite Aid earned by ProDava 3D.

 
ProDava 3D is purchasing 3D Savings Center kiosks, manufactured by Provision. These will be placed in high traffic aisles of nationally
recognized retail stores, initially Rite Aid, with advertisements of consumer packaged products, other consumer goods manufacturers along
with local/regional advertisers. Ad sales inventory will include marquee 3D hologram images, coupons, and other rewards and transactions
of products sold in the stores (focused on new product introductions).

 
Provision’s contribution to ProDava 3D includes Provision’s know-how, management, and its agreement with the national retail pharmacy
that will be the first target for the 3D Savings Center kiosk launch. Provision will be responsible for manufacturing, installation, service,
maintenance, technical support, network management, advertising, marketing, and accounting of each 3D Savings Center kiosk for the joint
venture. Provision will be compensated for rendering and performing all of these services. The advertising and other revenues generated
from the 3D Savings Center kiosks will be divided among Provision and DB.

 
Advertising Agencies

 
Provision has engaged Health Media Network (HMN) to provide exclusive national advertising sales to the OTC (over-the-counter) and
DTC (direct-to-consumer) brands in support of the 3D Saving Center kiosks being deployed inside Rite Aid. HMN will incorporate the 3D
Savings Center kiosks interactive touch screen interface, 3D advertising and video screen as part of HMN’s Point of Care sales offerings.

 
We have also engaged Pharmark, Inc. Digital Video Advertising Network (DVAN) to provide local and regional advertising sales to
support the 3D Savings Center kiosks in retail stores. The clients of Pharmark and DVAN will provide local coupons, promotions and
other advertising campaigns in digital format expanding advertising to include local merchants joining national brands.

 
Other Business Arrangements

 
The Company has signed a Master Collaboration Agreement with Intel Corporation to identify and collaborate on certain technical and
marketing activities as contained in the agreement. Collaboration includes joint technical development and marketing activities as
determined by the two companies.

 
The Company has signed a Master Service Agreement with Fujifilm Corporation to provide to Company and its customers with installation
and maintenance services to the Company’s 3D Savings Center Kiosks inside Rite Aid retail stores.

 
In April 2014, Provision announced that it has shipped its first two 3D Holovision displays, models HL40D and HL17MD to an
international shopping center group. Operating one of the world’s largest shopping center portfolios with interests in 90 shopping centers
around the world, the group is testing Provision’s 3D holographic display as a potential marketing tool, including the use of interactive
features.
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Competition

 
Currently, Provision’s competition is not other 3D companies that may exist in the marketplace, but traditional advertising media like
television, radio, newspapers and magazines.  We also compete with companies that operate outdoor and Digital Out-Of-Home (DOOH)
advertising media networks that can be seen at malls, gas stations, and retailers containing traditional 2D (two dimensional) TV screens or
flat screens. We also compete for overall advertising spending with other alternative advertising media companies, such as Internet,
billboard and public transport advertising companies.

 
The competition for ProVision’s patented (issued, approved and pending) and proprietary 3D floating image holographic technology
includes alternative 3D displays currently in the marketplace:

 
Employees

 
As of May 23, 2016 we have 3 employees. None of our employees is represented by a labor union. We have not experienced any work
stoppages and we consider relations with our employees to be good. The company also uses independent contractors to support
administration, marketing, sales and field support activities.

 
Research and Development

 
Research and Development Activities

 
At present, Provision’s patents and patent applications are supplemented by substantial intellectual property we are currently protecting as
trade secrets and proprietary know-how. This includes matter related to all product lines. We expect to file additional patent applications on
a regular basis in the future.

 
Intellectual Property

 
ProVision’s floating image display systems project full-motion 3D digital streaming media 9”- 40” into space detached from the display
unit into free space and should not be confused with autostereoscopic systems. Autostereoscopic 3D systems produced by various firms’
layer two or more LCD screens, or lenticular lens based screens, while utilizing filters and collumnators to provide the illusion of depth
perception. Such systems are only capable of displaying digital content attached to layered screens with all images being contained within
the actual display unit. Due to the inherent nature of this technology approach the end result of their product line results in the following
characteristics: eye strain, nausea, low resolution, low brightness and poor quality imagery, all resulting in poor/low customer acceptance.
The cost to produce custom and special content for these screens are excessively expensive and time consuming becoming a major hurdle to
overcome for mass adoption. Their major advantage might be characterized by their “flat screens” and slightly wider viewing angles,
however consumer acceptance has been limited due to the limitations and poor visual experience. Companies attempting to launch these
screens include 3D Magnetec, Alisoscopy, Tridelity, and 3D Fusion. Companies that have tried to launch these types of screens, and have
failed or ceased operations, include: Phillips, Sharp, and Newsight.

 
RESULTS OF OPERATIONS

 
THREE MONTHS ENDED MARCH 31, 2016 COMPARED TO THREE MONTHS ENDED MARCH 31, 2015
 
The following table sets forth, for the periods indicated, certain data derived from our Statements of Operations:

 
  Three Months Ended  
  March 31,  
  2016   2015  
REVENUES       

Advertising and hardware revenues  $ 19,494  $ 46,500 
Service related revenues – related party   2,007,015   125,758 

TOTAL REVENUES   2,026,509   172,258 
COST OF REVENUES   1,654,592   17,308 
GROSS PROFIT   371,917   154,950 
EXPENSES         

General and administrative   722,162   261,931 
Research and development   119,407   31,250 

TOTAL EXPENSES   841,569   293,181 
LOSS FROM OPERATIONS   (469,652)   (138,231)

OTHER INCOME (EXPENSE)         
Derivative liability expense – insufficient shares   –   – 
Change in fair value of derivative   –   78,971 
Gain on forgiveness of debt   –   73,562 
Other income (expense)   (823)   – 
Interest expense   (443,268)   (80,750)

TOTAL OTHER INCOME (EXPENSE)   (444,091)   71,783 
NET LOSS  $ (913,743)  $ (66,448)
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REVENUES

 
The Company recognizes revenues from hardware sales, advertising and from licensing, distribution and marketing agreements. Revenues
for the quarter ended March 31, 2016 were $2,026,509, an increase from $172,258 generated in the quarter ended March 31, 2015. The
increase in revenues was primarily from an increase in related party sales. The related party revenue is for sales to ProDava 3D, LLC to
purchase Provision’s 3D Savings Center kiosks for placement into retail stores. During the three \months ended March 31, 2016, the
Company had one customer which accounted for 99% of the Company’s revenues. During the three ended March 31, 2015 the Company
had one customer which accounted for 73% of the Company’s revenues.

COST OF REVENUES
 

Cost of revenues for the quarter ended March 31, 2016 was $1,654,592 from $17,308 incurred in the quarter ended March 31, 2015. Cost
of revenues for the quarter ended March 31, 2016 increased as a result of the large increase in related party sales.

 
OPERATING EXPENSES

 
The Company incurred $841,569 in operating expenses for the quarter ended March 31, 2016, an increase from $293,181 incurred during
the quarter ended March 31, 2015 primarily as a result of a $460,231 increase in general and administrative expenses while research and
development expenses more than tripled increasing $88,157. General and administrative expenses for the quarter ended March 31, 2016
increased primarily as a result of the fees for independent contractors and consultants for the Company’s operations and additional travel
expenses related to the supervision of the installations of kiosks during the quarter.

 
OTHER EXPENSES 

The Company also recorded additional $362,518 of interest expense during the quarter ended March 31, 2016 compared to the comparable
quarter in 2015, related to the issuance of convertible notes in the current period. The Company recognized a gain of $78,971 for the
quarter ended March 31, 2015 from the change in fair value of derivative as a result of fluctuating market prices of the Company’s common
stock and $73,562 from the gain on forgiveness of debt.

NET LOSS:
 

The Company had a net loss of $913,743 for the quarter ended March 31, 2016 compared to net loss of $66,448 for the quarter ended
March 31, 2015. The increase in net loss in the quarter ended March 31, 2016 was primarily a result of higher interest expense by
($362,518) and increased operating expenses by ($548,388), partially offset by higher gross profit by $216,967 for the quarter ended March
31, 2016.

 
NINE MONTHS ENDED MARCH 31, 2016 COMPARED TO NINE MONTHS ENDED MARCH 31, 2015

 
  Nine Months Ended  
  March 31,  
  2016   2015  
REVENUES       

Advertising and hardware revenues  $ 77,760  $ 60,805 
Service related revenues – related party   5,321,145   239,898 

TOTAL REVENUES   5,398,905   300,703 
COST OF REVENUES   4,476,652   112,840 
GROSS PROFIT   922,253   187,863 
EXPENSES         

General and administrative   1,471,810   676,226 
Research and development   216,306   95,751 

TOTAL EXPENSES   1,688,116   771,977 
LOSS FROM OPERATIONS   (765,863)   (584,114)
OTHER INCOME (EXPENSE)         

Derivative liability expense – insufficient shares   (85,960)   – 
Change in fair value of derivative   –   152,253 
Gain on forgiveness of debt   597,312   73,562 
Other income (expense)   2,053   – 
Interest expense   (1,182,116)   (271,605)

TOTAL OTHER INCOME (EXPENSE)   (668,711)   (45,790)
NET LOSS  $ (1,434,574)  $ (629,904)
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REVENUES

 
The Company recognizes revenues from hardware sales, advertising and from licensing, distribution and marketing agreements. Revenues
for the nine months ended March 31, 2016 were $5,398,905, an increase from $300,703 generated in the nine months ended March 31,
2015. The increase in revenues was primarily from an increase in related party sales. The related party revenue is for sales to ProDava 3D,
LLC to purchase Provision’s 3D Savings Center kiosks for placement into retail stores. During the nine months ended March 31, 2016
sales to ProDava 3D, LLC accounted for 99% of the Company’s revenues. During the nine months ended March 31, 2015 sales to ProDava
3D, LLC accounted for 80% of the Company’s revenues.

 
COST OF REVENUES

 
Cost of revenues for the nine months ended March 31, 2016 was $4,476,652 from $112,840 incurred in the nine months ended March 31,
2015. Cost of revenues for the period of nine months ended March 31, 2016 increased as a result of the large increase in related party sales.

 
OPERATING EXPENSES

 
The Company incurred $1,688,116 in operating expenses for the nine months ended March 31, 2016, an increase from $771,977 incurred
during the nine months ended March 31, 2015 primarily as a result of a $795,584 increase in general and administrative expenses while
research and development expenses increased $120,555. General and administrative expenses for the nine months ended March 31, 2016
increased primarily as a result of the fees for independent contractors and consultants for the Company’s operations and additional travel
expenses related to the supervision of the installations of kiosks during the quarter.
 
OTHER EXPENSES

 
The company had various miscellaneous income and expenses. The largest gain was a gain of $597,312 during the nine months ended
March 31, 2016 on extinguishment of debt of a previously recorded contingency loss after it filed a lawsuit and was awarded a default
judgement in its favor from a dispute that started in 2004 with Betacorp Management, Inc.
 
The Company also recorded interest expense of $1,182,116 in the nine months ended March 31, 2016, primarily related to the issuance of
convertible notes during the nine months ended March 31, 2016, an increase of $910,511 over the interest recorded during the nine months
ended March 31, 2015. The Company also recorded a charge of $85,960 for the derivative liability resulting from the Company having
insufficient shares for issued and outstanding common stock equivalents during the nine months ended March 31, 2016. The Company
authorized additional shares during the nine months ending March 31, 2016. The Company recognized a gain of $152,253 for the nine
months ended March 31, 2015 from the change in fair value of derivative as a result of fluctuating market prices of the Company’s
common stock.
 
NET LOSS:

 
The Company had a net loss of $1,434,574 for the nine months ended March 31, 2016 compared to net loss of $629,904 for the nine
months ended March 31, 2015, an increase of $804,670. The higher net loss for the nine months ended March 31, 2016 was primarily a
result of higher interest expense by ($910,511) and increased operating expenses by ($916,139) partially offset by higher gross profit of
$734,390 in the nine months ended March 31, 2016.

 
Liquidity and Capital Resources

 
The financial statements in this Form 10-Q are presented on the basis that the Company is a going concern. Going concern contemplates
the realization of assets and the satisfaction of liabilities in the normal course of business over a reasonable length of time. The Company
had accumulated deficit at March 31, 2016 of $29,990,020. The Company has negative working capital of $4,002,947 as of March 31,
2016. The largest balances in current liabilities are for accrued interest ($2,595,622) and unearned revenue ($2,182,181). The Company is
in the process of negotiating with noteholders to convert accrued interest into long-term notes to reduce current liabilities and plans to ship
goods to reduce the unearned revenue.
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The condensed consolidated financial statements do not include any adjustments relating to the recoverability and classification of recorded
asset amounts or the amounts and classification of liabilities that might be necessary should the Company be unable to continue as a going
concern. The Company's continuation as a going concern is dependent upon its ability to generate sufficient cash flow to meet its
obligations on a timely basis, to obtain additional financing or refinancing as may be required and, ultimately, to attain profitable
operations. Management’s plan to eliminate the going concern situation include, but are not limited to, the raise of additional capital
through issuance of debt and equity, improved cash flow management, aggressive cost reductions, and the creation of additional sales and
profits across its product lines.

To raise cash, during the nine months ended March 31, 2016, the Company issued $4,106,900 in 12% Series A Senior Secured Convertible
Promissory Notes, convertible into shares of the Company’s Common Stock at a conversion price of $0.10 per share. Each sub scriber will
receive, for every $1,000 in Promissory Notes purchase, Series A Warrants to purchase 2,000 shares of the Company’s Common Stock at
an exercise price of $0.15 per share. The Promissory Notes shall be secured by all current and future assets of the Company on a pro-rata
basis. The Company received net proceeds of $3,600,660, balance $414,690 was shown as deferred financing cost and $91,550 was
adjusted against the old accounts payable. On May 6, 2016, the Company exchanged a debenture with an unpaid principal amount of
$195,000 and unpaid interest of $94,839.50 for $7,821.50 in cash, a 12% Senior Secured Convertible Promissory Note for $282,018.00
convertible into the Company’s common stock at $0.10 per share and a warrant to purchase 564,036 shares of the Company’s common
stock at $0.15 per share which expires on May 6, 2021.

The Company does have $2,015,720 in cash as of March 31, 2016 as a result of an issuance of convertible debt. The Company has
sufficient cash to operate for the next 12 months. Failure to raise additional capital or improve its performance in the next 12 months,
however, may cause the Company to curtail its business activities and expansion plans within the next twelve months.

  
During the nine months ended March 31, 2016, the Company used $1,521,623 of cash for operating activities compared to a use of
$462,426 in the nine months ended March 31, 2015. The increase in cash used for operating activities was due a higher net loss and the use
of cash to lower accounts payable and accrued liabilities and the effect of higher accounts receivable due to higher sales. Cash from
financing activities was $3,422,125 in the nine months ended March 31, 2016 compared to cash from financing activities of $61,990. The
increase in cash provided by financing activities was primarily due to proceeds from the issuance of convertible notes. During the nine
months ended March 31, 2016, the company used $13,750 in investing activities for the purchase of an immaterial amount of fixed assets.
 
On June 30, 2014 the Company entered into an agreement with DB Dava, LLC (“DB”) to help the Company launch the 3D network in Rite
Aid. The agreement creates a newly-formed entity, ProDava 3D, LLC (“ProDava 3D”), to purchase Provision’s 3D Savings Center kiosks
for placement into Rite Aid stores. ProDava 3D may purchase up to $50 million in 3D Savings Center kiosks. The agreement calls for an
initial purchase of $2 million of 3D Savings Center kiosks. The Company will generate revenues and gross profit from the sale of
machines to ProDava 3D. The Company will also earn advertising revenue from advertisements in Rite Aid earned by ProDava 3D.
 
ProDava 3D is purchasing 3D Savings Center kiosks, manufactured by Provision. These will be placed in high traffic aisles of nationally
recognized retail stores, initially Rite Aid, with advertisements of consumer packaged products, other consumer goods manufacturers along
with local/regional advertisers. Ad sales inventory will include marquee 3D hologram images, coupons, and other rewards and transactions
of products sold in the stores (focused on new product introductions).
 
Provision’s contribution to ProDava 3D includes Provision’s know-how, management, and its agreement with the national retail pharmacy
that will be the first target for the 3D Savings Center kiosk launch. Provision will be responsible for manufacturing, installation, service,
maintenance, technical support, network management, advertising, marketing, and accounting of each 3D Savings Center kiosk for the joint
venture. Provision will be compensated for rendering and performing all of these services. The advertising and other revenues generated
from the 3D Savings Center kiosks will be divided among Provision and DB.

 
CRITICAL ESTIMATES AND JUDGMENTS

 
The preparation of the Company’s financial statements requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Management evaluates its estimates and judgments, including those related to receivables and accrued expenses.
Management bases its estimates and judgments on historical experience and on various other factors that are believed to be reasonable
based on the circumstances. Actual results may differ from these estimates under different assumptions or conditions. The most significant
accounting estimates inherent in the preparation of the Company’s financial statements include estimates as to the appropriate carrying
value of the Company’s intangible assets, the amount of stock compensation, and the amount of accrued liabilities that are not readily
attainable from other sources. These accounting policies are described at relevant sections in this discussion and analysis and in the notes to
the unaudited condensed consolidated financial statements.
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CRITICAL ACCOUNTING POLICIES

 
Cash and Cash Equivalents
 
The Company considers all highly liquid investments, with an original maturity of nine months or less when purchased, to be cash
equivalents. As of March 31, 2016 and June 30, 2015, the Company’s cash and cash equivalents were on deposit in federally insured
financial institutions, and at times may exceed federally insured limits.
 
Accounts Receivable
 
Accounts receivable are not collateralized and interest is not accrued on past due accounts. Periodically, management reviews the adequacy
of its provision for doubtful accounts based on historical bad debt expense results and current economic conditions using factors based on
the aging of its accounts receivable. After management has exhausted all collection efforts, management writes off receivables and the
related reserve. Additionally, the Company may identify additional allowance requirements based on indications that a specific customer
may be experiencing financial difficulties. Actual bad debt results could differ materially from these estimates.
 
Inventories
 
Inventories are stated at the lower of cost (first-in, first-out) or market. The Company periodically reviews its inventories for indications of
slow movement and obsolescence and records an allowance when it is deemed necessary.
 
Property and Equipment
 
Property and equipment are stated at cost. When retired or otherwise disposed, the related carrying value and accumulated depreciation are
removed from the respective accounts and the net difference less any amount realized from disposition, is reflected in earnings. For
financial statement purposes, property and equipment are recorded at cost and depreciated using the straight-line method over their
estimated useful lives. Long-lived tangible assets are reviewed for impairment whenever events or changes in business circumstances
indicate the carrying value of the assets may not be recoverable. Impairment losses are recognized based on estimated fair values if the sum
of expected future undiscounted cash flows of the related assets is less than their carrying values.
 
Intangibles
 
Intangibles represent primarily costs incurred in connection with patent applications. Such costs are amortized using the straight-line
method over the useful life of the patent once issued, or expensed immediately if any specific application is unsuccessful.
 
Revenue Recognition
 
The Company recognizes gross sales when persuasive evidence of an arrangement exists, title transfer has occurred, the price is fixed or
readily determinable, and collection is probable. It recognizes revenue in accordance with Accounting Standards Codification (“ASC”) 605,
Revenue Recognition (“ASC 605”). Revenue from licensing, distribution and marketing agreements is recognized over the term of the
contract. Revenue from the sale of hardware is recognized when the product is complete and the buyer has accepted delivery. Provisions
for discounts and rebates to customers, estimated returns and allowances, and other adjustments are provided for in the same period the
related sales are recorded.
 
Cost of Revenue
 
Cost of revenue in respect to sale of hardware consists of costs associated with manufacturing of 3D displays, Kiosk machine,
transportation, and other costs that are directly related to a revenue-generating. Such expenses are classified as cost of revenue in the
corresponding period in which the revenue is recognized in the accompanying income statement.
 
Depreciation and Amortization
 
The Company depreciates its property and equipment using the straight-line method with estimated useful lives from three to seven years.
For federal income tax purposes, depreciation is computed using an accelerated method.
 
Shipping and Handling Costs
 
The Company’s policy is to classify shipping and handling costs as a component of Costs of Revenues in the Statement of Operations.
 
Unearned Revenue
 
The Company bills customers in advance for certain of its services. If the customer makes payment before the service is rendered to the
customer, the Company records the payment in a liability account entitled customer prepayments and recognizes the revenue related to the
services when the customer receives and utilizes that service, at which time the earnings process is complete. The Company recorded
$2,182,181 and $2,241,820 as of March 31, 2016 and June 30, 2015, respectively as deferred revenue.
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Significant Customers
 
During the three and nine months ended March 31, 2016 the Company had one customer which accounted for more than 10% of the
Company’s revenues (99% and 99%, respectively). During the three and nine months ended March 31, 2015 the Company had one
customer which accounted for more than 10% of the Company’s revenues (73% and 80%, respectively).
 
Research and Development Costs
 
The Company charges all research and development costs to expense when incurred. Manufacturing costs associated with the development
of a new process or a new product are expensed until such times as these processes or products are proven through final testing and initial
acceptance by the customer.
 
For the three months ended March 31, 2016 and 2015, the Company incurred $119,407 and $31,250, respectively for research and
development expense which are included in the unaudited condensed consolidated statements of operations. For the nine months ended
March 31, 2016 and 2015, the Company incurred $216,306 and $95,751, respectively for research and development expense which are
included in the unaudited condensed consolidated statements of operations.

 
Fair Value of Financial Instruments
 
Fair value estimates discussed herein are based upon certain market assumptions and pertinent information available to management as of
March 31, 2016 and June 30, 2015. The respective carrying value of certain on-balance-sheet financial instruments, approximate their fair
values. These financial instruments include cash, accounts receivable, accounts payable, accrued expenses and notes payable. Fair values
were assumed to approximate carrying values for these financial instruments because they are short term in nature and their carrying
amounts approximate fair values or they are receivable or payable on demand.
 
The Company uses fair value measurements under the three-level valuation hierarchy for disclosures of fair value measurement and
enhances disclosure for fair value measures. The three levels are defined as follows:
 
● Level 1 inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in active markets.

 
● Level 2 inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets, and inputs that are

observable for the assets or liability, either directly or indirectly, for substantially the full term of the financial instruments.
 

● Level 3 inputs to the valuation methodology are unobservable and significant to the fair value.
 

  
Carrying

Value   
Fair Value Measurements 

Using Fair Value Hierarchy  
     Level 1   Level 2   Level 3  

Convertible notes (net of discount) – March 31, 2016  $ 7,135,761  $ -  $ -  $ 7,135,761 
Convertible notes (net of discount) – June 30, 2015  $ 3,570,829  $ -  $ -  $ 3,570,829 
Derivative liability – March 31, 2016  $ -  $ -  $ -  $ - 
Derivative liability – June 30, 2015  $ -  $ -  $ -  $ - 

 
The following table provides a summary of the changes in fair value of the Company’s Promissory Notes, which are both Level 3 liabilities
as of March 31, 2016:
 
Balance at June 30, 2015  $ 3,570,829 
Issuance and extension of notes– net of discount   3,500,646 
Accretion of debt and warrant discount   201,786 
Re-class to notes payable and debt settlement payable   – 
Issuance of shares of common stock for convertible debt   (110,000)
Payments on convertible notes payable   (27,500)
Balance March 31, 2016  $ 7,135,761 

 
The Company determined the value of its convertible notes using a market interest rate and the value of the warrants and beneficial
conversion feature issued at the time of the transaction less the accretion. There is no active market for the debt and the value was based on
the delayed payment terms in addition to other facts and circumstances at the end of March 31, 2016 and June 30, 2015. 
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Derivative Financial Instruments
 
The Company evaluates our financial instruments to determine if such instruments are derivatives or contain features that qualify as
embedded derivatives. For derivative financial instruments that are accounted for as liabilities, the derivative instrument is initially
recorded at its fair value and is then re-valued at each reporting date, with changes in the fair value reported in the statements of operations.
For stock-based derivative financial instruments, the Company uses the Black-Scholes-Merton pricing model to value the derivative
instruments. The classification of derivative instruments, including whether such instruments should be recorded as liabilities or as equity,
is evaluated at the end of each reporting period. Derivative instrument liabilities are classified in the balance sheet as current or non-current
based on whether or not net-cash settlement of the derivative instrument could be required within 12 months of the balance sheet date.
 
Certain of the Company’s embedded conversion features on debt and outstanding warrants are treated as derivative liabilities for
accounting purposes under ASC 815 due to insufficient authorized shares to settle these outstanding contracts, or due to other rights
connected with these contracts, such as registration rights. In the case of insufficient authorized share capital available to fully settle
outstanding contracts, the Company utilizes the latest maturity date sequencing method to reclassify outstanding contracts as derivative
instruments. These contracts are recognized currently in earnings until such time as the warrants are exercised, expire, the related rights
have been waived and/or the authorized share capital has been amended to accommodate settlement of these contracts. These instruments
do not trade in an active securities market.
 
The classification of derivative instruments, including whether such instruments should be recorded as liabilities or as equity, is re-assessed
at the end of each reporting period. Derivative instruments that become subject to reclassification are reclassified at the fair value of the
instrument on the reclassification date. Derivative instrument liabilities will be classified in the balance sheet as current or non-current
based on whether or not settlement of the derivative instrument is expected within 12 months of the balance sheet date. 
 
The Company estimates the fair value of these instruments using the Black-Scholes option pricing model and the intrinsic value if the
convertible notes are due on demand.

 
We have determined that certain convertible debt instruments outstanding as of the date of these financial statements include an exercise
price “reset” adjustment that qualifies as derivative financial instruments under the provisions of ASC 815-40, Derivatives and Hedging -
Contracts in an Entity’s Own Stock (“ASC 815-40”). Certain of the convertible debentures have a variable exercise price, thus are
convertible into an indeterminate number of shares for which we cannot determine if we have sufficient authorized shares to settle the
transaction with. Accordingly, the embedded conversion option is a derivative liability and is marked to market through earnings at the end
of each reporting period. Any change in fair value during the period recorded in earnings as “Other income (expense) - gain (loss) on
change in derivative liabilities.”

 
The following table represents the Company’s derivative liability activity for the period ended:
 
Balance at June 30, 2015  $ - 
Derivative liability – insufficient shares   85,960 
Derivative liability – reclass into additional paid in capital due to sufficient shares   (85,960)
Initial measurement at issuance date of the notes   182,701 
Derivative liability reclass into additional paid in capital upon notes conversion   (182,701)
Balance March 31, 2016  $ - 

 
Commitments and Contingencies:
 
In the normal course of business, the Company is subject to loss contingencies, such as legal proceedings and claims arising out of its
business, that cover a wide range of matters, including, among others, government investigations, environment liability and tax matters. An
accrual for a loss contingency is recognized when it is probable that an asset had been impaired or a liability had been incurred and the
amount of loss can be reasonably estimated.
 
At March 31, 2016 and June 30, 2015, loss for contingency payable was $-0- and $592,312, respectively.
 
Basic and Diluted Income (Loss) per Share
 
Basic income (loss) per common share is computed by dividing net income (loss) available to common stockholders by the weighted
average number of common shares outstanding. Diluted income (loss) per common share is computed similar to basic income per common
share except that the denominator is increased to include the number of additional common shares that would have been outstanding if the
potential common shares had been issued and if the additional common shares were dilutive. As of March 31, 2016, the Company had debt
instruments, options and warrants outstanding that can potentially be converted into approximately 93,143,366 shares of common stock.
88,347,399 of these shares are included in the computation as their effect would be dilutive.
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Anti-dilutive securities not included in diluted loss per share relating to:    
Warrants outstanding   - 
Convertible debt and notes payable including accrued interest   4,795,967 
   4,795,967 

 
Material Equity Instruments
 
The Company evaluates stock options, stock warrants and other contracts (convertible promissory note payable) to determine if those
contracts or embedded components of those contracts qualify as derivative financial instruments to be separately accounted for under the
relevant sections of  ASC 815-40, Derivative Instruments and Hedging: Contracts in Entity’s Own Equity (“ASC 815”).  The result of this
accounting treatment could be that the fair value of a financial instrument is classified as a derivative financial instrument and is marked-to-
market at each balance sheet date and recorded as a liability. In the event that the fair value is recorded as a liability, the change in fair
value is recorded in the statement of operations as other income or other expense. Upon conversion or exercise of a derivative financial
instrument, the instrument is marked to fair value at the conversion date and then that fair value is reclassified to equity. Financial
instruments that are initially classified as equity that become subject to reclassification under ASC 815 are reclassified to a liability account
at the fair value of the instrument on the reclassification date.
 
Certain of the Company’s embedded conversion features on debt and outstanding warrants are treated as derivative liabilities for
accounting purposes under ASC 815-40 due to insufficient authorized shares to settle these outstanding contracts. Pursuant to SEC staff
guidance that permits a sequencing approach based on the use of ASC 840-15-25 which provides guidance for contracts that permit partial
net share settlement. The sequencing approach may be applied in one of two ways: contracts may be evaluated based on (1) earliest
issuance date or (2) latest maturity date. In the case of insufficient authorized share capital available to fully settle outstanding contracts,
the Company utilizes the earliest maturity date sequencing method to reclassify outstanding contracts as derivative instruments. These
contracts are recognized currently in earnings until such time as the convertible notes or warrants are exercised, expire, the related rights
have been waived and/or the authorized share capital has been amended to accommodate settlement of these contracts. These instruments
do not trade in an active securities market.

 
During September 2015, the Company had recorded a charge for the derivative liability resulting from the Company having insufficient
shares of $85,960. This derivative liability is a result of the embedded conversion features of the notes payable to convert 18,231,003
shares, at fixed prices ranging from $0.04 to $1.00 per share. The liability was recorded at the fair market value, which estimated value,
was based upon the remaining contractual life of the convertible notes payable (the host instrument), using the Black-Scholes pricing
model, and since these earlier notes had reached maturity and were now due on demand the intrinsic value was also considered. The
conversion exceeded the market price accordingly the intrinsic value was also zero. Accordingly the reclassification of the value of these
derivatives had no impact on the Company’s financial statements. On December 31, 2015, the Company amended its Articles of
Incorporation by filing a Certificate of Amendment with the Secretary of State of Nevada to effect an increase in the number of the
Company’s authorized common shares from 100,000,000 to 200,000,000. As such, the related derivative liability has been revalued to $0 at
March 31, 2016.
 

32



 

 
Recent Accounting Pronouncements  
 
In January 2016, the FASB issued an accounting standard update which requires, among other things, that entities measure equity
investments (except those accounted for under the equity method of accounting or those that result in consolidation of the investee) at fair
value, with changes in fair value recognized in earnings. Under the standard, entities will no longer be able to recognize unrealized holding
gains and losses on equity securities classified today as available for sale as a component of other comprehensive income. For equity
investments without readily determinable fair values the cost method of accounting is also eliminated, however subject to certain
exceptions, entities will be able to elect to record equity investments without readily determinable fair values at cost, less impairment and
plus or minus adjustments for observable price changes, with all such changes recognized in earnings. This new standard does not change
the guidance for classifying and measuring investments in debt securities and loans. The standard is effective for us on July 1, 2018 (the
first quarter of our 2019 fiscal year). The Company is currently evaluating the anticipated impact of this standard on our financial
statements.

 
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) to increase transparency and comparability among organizations
by recognizing lease assets and lease liabilities on the balance sheet and disclosing key information about leasing arrangements. Topic 842
affects any entity that enters into a lease, with some specified scope exemptions. The guidance in this Update supersedes Topic 840, Leases.
The core principle of Topic 842 is that a lessee should recognize the assets and liabilities that arise from leases. A lessee should recognize
in the statement of financial position a liability to make lease payments (the lease liability) and a right-of-use asset representing its right to
use the underlying asset for the lease term. For public companies, the amendments in this Update are effective for fiscal years beginning
after December 15, 2018, including interim periods within those fiscal years. We are currently evaluating the impact of adopting ASU No.
2016-02 on our consolidated financial statements.

 
In March 2016, the FASB issued ASU 2016-08, Revenue from Contracts with Customers (Topic 606): Principal versus Agent
Considerations (Reporting Revenue Gross versus Net) that clarifies how to apply revenue recognition guidance related to whether an entity
is a principal or an agent. ASU 2016-08 clarifies that the analysis must focus on whether the entity has control of the goods or services
before they are transferred to the customer and provides additional guidance about how to apply the control principle when services are
provided and when goods or services are combined with other goods or services. The effective date for ASU 2016-08 is the same as the
effective date of ASU 2014-09 as amended by ASU 2015-14, for annual reporting periods beginning after December 15, 2017, including
interim periods within those years. The Company has not yet determined the impact of ASU 2016-08 on its consolidated financial
statements.

 
In March 2016, the FASB issued ASU No. 2016-09, Compensation – Stock Compensation, or ASU No. 2016-09. The areas for
simplification in this Update involve several aspects of the accounting for share-based payment transactions, including the income tax
consequences, classification of awards as either equity or liabilities, and classification on the statement of cash flows. For public entities,
the amendments in this Update are effective for annual periods beginning after December 15, 2016, and interim periods within those annual
periods. Early adoption is permitted in any interim or annual period. If an entity early adopts the amendments in an interim period, any
adjustments should be reflected as of the beginning of the fiscal year that includes that interim period. An entity that elects early adoption
must adopt all of the amendments in the same period. Amendments related to the timing of when excess tax benefits are recognized,
minimum statutory withholding requirements, forfeitures, and intrinsic value should be applied using a modified retrospective transition
method by means of a cumulative-effect adjustment to equity as of the beginning of the period in which the guidance is adopted.
Amendments related to the presentation of employee taxes paid on the statement of cash flows when an employer withholds shares to meet
the minimum statutory withholding requirement should be applied retrospectively. Amendments requiring recognition of excess tax
benefits and tax deficiencies in the income statement and the practical expedient for estimating expected term should be applied
prospectively. An entity may elect to apply the amendments related to the presentation of excess tax benefits on the statement of cash
flows using either a prospective transition method or a retrospective transition method. We are currently evaluating the impact of adopting
ASU No. 2016-09 on our consolidated financial statements.

 
In April 2016, the FASB issued ASU 2016-10, Revenue from Contracts with Customers (Topic 606): Identifying Performance Obligations
and Licensing, which provides further guidance on identifying performance obligations and improves the operability and understandability
of licensing implementation guidance. The effective date for ASU 2016-10 is the same as the effective date of ASU 2014-09 as  amended
by ASU 2015-14, for annual reporting periods beginning after December 15, 2017, including interim periods within those years. The
Company has not yet determined the impact of ASU 2016-10 on its consolidated financial statements.
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ECONOMY AND INFLATION

 
Except as disclosed herein, we have not experienced any significant cancellation of orders due to the downturn in the economy and only a
small number of customers requested delays in delivery or production of orders in process. Our management believes that inflation has not
had a material effect on our results of operations.

 
OFF-BALANCE SHEET AND CONTRACTUAL ARRANGEMENTS

 
We do not have any off balance sheet or contractual arrangements that are reasonably likely to have a current or future effect on our
financial condition, revenues, and results of operations, liquidity or capital expenditures.

 
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

 
Not applicable.

  
ITEM 4. CONTROLS AND PROCEDURES

 
Disclosure Controls and Procedures

 
We carried out an evaluation, under the supervision and with the participation of our Company’s Principal Executive Officer and Principal
Financial Officer, of the design and effectiveness of our “disclosure controls and procedures” (as defined under Rules 13a-15(e) and 15d-
15(e) of the Securities Exchange Act of 1934) as of the end of the period covered by this report.  Based on this evaluation, our Principal
Executive Officer and Principal Financial Officer concluded that, as of the end of the period covered by this report, these disclosure
controls and procedures were not effective to provide reasonable assurance that information required to be disclosed in our Exchange Act
reports is recorded, processed, summarized and reported within the time periods specified by the rules and forms of the SEC and is
accumulated and communicated to management, including the Principal Executive Officer and Principal Financial Officer, as appropriate
to allow timely decisions regarding required disclosure.

 
The matters involving internal controls and procedures that the Company’s management considered to be material weaknesses under the
standards of the Public Company Accounting Oversight Board are as follows: (1) lack of a functioning audit committee and lack of a
majority of outside directors on the Company’s board of directors, resulting in ineffective oversight in the establishment and monitoring of
required internal controls and procedures; (2) inadequate segregation of duties consistent with control objectives; (3) insufficient written
policies and procedures for accounting and financial reporting with respect to the requirements and application of US GAAP and SEC
disclosure requirements; and (4) ineffective controls over period end financial disclosure and reporting processes. The Company intends to
establish policies and procedures that will remediate the related material weaknesses.

 
Changes in Internal Controls over Financial Reporting

 
There have been no changes in our internal controls over financial reporting during our last fiscal three months that has materially affected,
or is reasonably likely to materially affect, our internal control over financial reporting.

 
PART II — OTHER INFORMATION

 
ITEM 1. LEGAL PROCEEDINGS

 
In the ordinary course of business, the Company may become a party to various legal proceedings generally involving contractual matters,
infringement actions, product liability claims and other matters. There are no material items of litigation at this time.

 
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
 
During the nine months ended March 31, 2016, the Company issued 1,723,333 shares of common stock in exchange for consulting services
valued at $228,333.

During the nine months ended March 31, 2016 the Company issued 2,661,195 shares of its common stock in payment of $149,500 debt and
accrued interest.

During the nine months ended March 31, 2016 the Company issued 1,399,460 shares of its common stock per the exercise of cashless
warrants. 

  
ITEM 3. DEFAULT UPON SENIOR SECURITIES

 
None.
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ITEM 4. MINE SAFETY DISCLOSURES

 
Not applicable.

 
ITEM 5. OTHER INFORMATION

 
None.

 
ITEM 6. EXHIBITS

 
10.1  12% Series A Senior Secured Convertible Promissory Notes
31.1  Certification of Chief Executive Officer pursuant to section 302 of the Sarbanes-Oxley Act of 2002
32.1  Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002
101.INS **  XBRL Instance Document
101.SCH **  XBRL Taxonomy Extension Schema Document
101.CAL **  XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF **  XBRL Taxonomy Extension Definition Linkbase Document
101.LAB **  XBRL Taxonomy Extension Label Linkbase Document
101.PRE **  XBRL Taxonomy Extension Presentation Linkbase Document

 
** XBRL (Extensible Business Reporting Language) information is furnished and not filed or a part of a registration statement or
prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, is deemed not filed for purposes of Section 18 of
the Securities Exchange Act of 1934, as amended, and otherwise is not subject to liability under these sections.
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SIGNATURES

 
In accordance with the requirements of Section 13 or 15(d) of the Exchange Act, the registrant has duly caused this report to be

signed on its behalf by the undersigned, thereunto duly authorized.
 

 PROVISION HOLDING, INC.
  
Dated: May 24, 2016 By: /s/ Curt Thornton
  Name: Curt Thornton  

Title:   Chief Executive Officer
  (Principal Executive Officer and

Principal Financial Officer)
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Exhibit 10.1 

 
THIS 12% SENIOR SECURED CONVERTIBLE PROMISSORY NOTE (THE “NOTE”) HAS NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED (“ACT”), OR THE SECURITIES LAWS OF ANY STATE. THIS
NOTE MAY NOT BE SOLD, PLEDGED OR OTHERWISE TRANSFERRED WITHOUT REGISTRATION UNDER THE ACT
AND ANY APPLICABLE STATE SECURITIES LAWS OR DELIVERY TO PROVISION HOLDING, INC. OF AN OPINION
OF LEGAL COUNSEL SATISFACTORY TO PROVISION HOLDING, INC. THAT SUCH REGISTRATION IS NOT
REQUIRED UNDER THE ACT OR ANY APPLICABLE STATE SECURITIES LAWS.

12% SENIOR SECURED CONVERTIBLE PROMISSORY NOTE
OF PROVISION HOLDING, INC.

 
NOTE NO. _____________________ ________________, 2016

 

FOR VALUE RECEIVED, PROVISION HOLDING, INC., a Nevada corporation with its principal office located at 9253 Eton
Avenue, Chatsworth, CA 91311 (the “Company” or “Debtor”), unconditionally promises to pay to __________________________ whose
address is _________________, ___________________, _____________________ , or the registered assignee, upon presentation of this
12% Senior Secured Convertible Promissory Note (the “Note”) by the registered holder hereof (the “Registered Holder” or “Holder”) at
the office of the Company, the principal amount of $_________(“Principal Amount”), together with the accrued and unpaid interest
thereon and other sums as hereinafter provided, subject to the terms and conditions as set forth below. The effective date of execution and
issuance of this Note is __________, 2016 (“Original Issue Date”).

1.             Series. This Note is one of a series of duly authorized and issued promissory notes of the Company designated as its 12%
Senior Secured Convertible Promissory Notes in an aggregate principal face value for all Notes of this Series of up to a maximum of
$1,000,000 (each, a “Series Note,” and collectively, the “Series Notes”). Each of the Series Notes is being issued in accordance with that
certain Subscription Agreement between the Company and the Registered Holder, and is subject to the terms and conditions set forth in the
Subscription Agreement. Each of the Series Notes is being secured by the same collateral property (as described below in Section 6). The
Holder of this Note with the holders of all of the Series Notes are sometimes hereinafter collectively referred to as “Series Holders.”

2 .            Schedule for Payment of Principal and Interest. The Principal Amount outstanding hereunder shall be paid in one lump
sum payment of $________________ on or before ___________, 2018 (the “Maturity Date”), and the interest on the Principal Amount
outstanding hereunder shall be payable at the rate of 12% per annum and shall be due and payable quarterly, in arrears, with the initial
interest payment due June 30, 2016, and continuing thereafter on each successive September 30, December 31, March 31, and June 30 and
of each year during the term of this Note. Accrual of interest on the outstanding Principal Amount, payable in cash, shall commence on the
date of receipt of funds by the Company and shall continue until payment in full of the outstanding Principal Amount has been made
hereunder. The interest so payable will be paid to the person whose name this Note is registered on the records of the Company regarding
registration and transfers of the Note (the “Note Register”). Payments made by the Company shall be made to all Series Holders at the
same time.

3 .            Payment. Payment of any sums due to the Holder under the terms of this Note shall be made in United States Dollars by
check or wire transfer at the option of the Company. Payments made by the Company shall be made to all Series Holders at the same time.
Payment shall be made at the address last appearing on the Note Register of the Company as designated in writing by the Holder hereof
from time to time. If any payment hereunder would otherwise become due and payable on a day on which commercial banks in Los
Angeles, California, are permitted or required to be closed, such payment shall become due and payable on the next succeeding day on
which commercial banks in Los Angeles, California, are not permitted or required to be closed ("Business Day") and, with respect to
payments of Principal Amount, interest thereon shall be payable at the then applicable rate during such extension, if any. The forwarding of
such funds shall constitute a payment of outstanding principal and interest hereunder and shall satisfy and discharge the liability for
principal and interest on this Note to the extent of the sum represented by such payment. Except as provided in Section 4 hereof, this Note
may not be prepaid without the prior written consent of the Holder.
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4.            Company’s Option to Redeem Note. On or after six months from the Original Issue Date, up to 100%, in whole or in part,
of the outstanding Principal Amount of the Note, plus any accrued and unpaid interest, will be subject to redemption at the option of the
Company. Any amount of the Note subject to redemption, as set forth herein (the “ Redemption Amount”), may be redeemed by the
Company at any time and from time to time, upon not less than 10 nor more than 30 days notice to the Holder. If less than 100% of the
outstanding Principal Amount of each Series Note, plus any accrued and unpaid interest thereon, is to be redeemed at any time, the
Company must redeem a pro rata amount of each Series Note.

The Company shall deliver to the Holder a written Notice of Redemption (the “Notice of Redemption”) specifying the date for the
redemption (the “Redemption Payment Date”), which date shall be at least 10 but not more than 30 days after the date of the Notice of
Redemption (the “Redemption Period”). A Notice of Redemption shall not be effective with respect to any portion of this Note for which
the Holder has previously delivered a Notice of Conversion (as defined in Section 5(b) below) or for conversions elected to be made by the
Holder pursuant to Section 5 during the Redemption Period. The Redemption Amount shall be determined as if the Holder’s conversion
elections had been completed immediately prior to the date of the Notice of Redemption. On the Redemption Payment Date, the
Redemption Amount must be paid in good funds to the Holder. After the Redemption Payment Date, interest will cease to accrue on the
Note or the portion thereof called for redemption.

5.            Conversion Rights.

(a) Conversion. On or after six (6) months from the Original Issue Date, the Holder of this Note will have the right, at the
Holder's option, to convert all or any portion of the Principal Amount hereof and any accrued but unpaid interest thereon into shares of
common stock, par value $0.001 per share, of the Company (“Common Stock”) in a manner and in accordance with Section 5(b) below
(unless earlier paid or redeemed) at the conversion price as set forth below in Section 5(c) (subject to adjustment as described herein). The
right to convert the Principal Amount or interest thereon of this Note called for redemption will terminate at the close of business on the
Business Day prior to the Redemption Payment Date for such Note, unless the Company subsequently fails to pay the applicable
Redemption Amount. The shares of Common Stock to be issued upon such conversion are hereinafter referred to as the “Conversion
Shares”.

(b)         Mechanics of Holder’s Conversion. In the event that the Holder elects to convert any portion of this Note into Common
Stock, the Holder shall give notice of such election by delivering an executed and completed notice of conversion (“Notice of
Conversion”) to the Company. The Notice of Conversion shall (i) provide a breakdown in reasonable detail of the Principal Amount and/or
accrued interest that is being converted, (ii) state the denominations in which such Holder wishes the certificate or certificates for the
Conversion Shares to be issued and (iii) surrender this Note to the Company. On each Conversion Date (as hereinafter defined) and in
accordance with its Notice of Conversion, the Company shall make the appropriate reduction to the Principal Amount and/or accrued
interest as entered in its records and shall provide written notice thereof to the Holder within five (5) Business Days after the Conversion
Date. Each date on which a Notice of Conversion is delivered or telecopied to the Company in accordance with the provisions hereof shall
be deemed a Conversion Date (the “Conversion Date”). Pursuant to the terms of the Notice of Conversion, the Company will issue
instructions to its transfer agent as soon as practicable thereafter, to cause to be issued and delivered to the Holder certificates for the
number of full shares of Conversion Shares to which such Holder shall be entitled as aforesaid and, if necessary, the Company shall cause
to be issued and delivered to the Holder a new promissory note representing any unconverted portion of this Note. The Company shall not
issue fractional Conversion Shares upon conversion, but the number of Conversion Shares to be received by any Holder upon conversion
shall be rounded down to the next whole number and the Holder shall be entitled to payment of the remaining principal amount by a
Company check. In the case of the exercise of the conversion rights set forth herein the conversion privilege shall be deemed to have been
exercised and the Conversion Shares issuable upon such conversion shall be deemed to have been issued upon the date of receipt by the
Company of the Notice of Conversion. The Holder shall be treated for all purposes as the record holder of the Conversion Shares, unless
the Holder provides the Company written instructions to the contrary.
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(c)          Conversion Price. The Conversion Price of the Common Stock into which the Principal Amount, or the then outstanding
interest due thereon, of this Note is convertible shall be $0.10 per share (subject to adjustment as described herein).

( d )          Adjustment Provisions. The Conversion Price and number and kind of shares or other securities to be issued upon
conversion pursuant to this Note shall be subject to adjustment from time to time upon the happening of certain events while this
conversion right remains outstanding, as follows:

(i)          Reclassification. In case of any reclassification, consolidation or merger of the Company with or into another entity
or any merger of another entity with or into the Company, or in the case of any sale, transfer or conveyance of all or substantially all of the
assets of the Company (computed on a consolidated basis), each Note then outstanding will, without the consent of any Holder, become
convertible only into the kind and amount of securities, cash or other property receivable upon such reclassification, consolidation, merger,
sale, transfer or conveyance by a Holder of the number of shares of Common Stock into which such Note was convertible immediately
prior thereto, after giving effect to any adjustment event.

( i i )         Stock Split, Dividend. If the number of shares of Common Stock outstanding at any time after the date hereof is
increased by a subdivision or split of Common Stock, or by the declaration of a dividend on the Common Stock, which dividend is wholly
or partially in the form of additional shares of Common Stock or any other securities of the Company, then immediately after the effective
date of such subdivision or split-up, or the record date with respect to such dividend, as the case may be, the Conversion Price shall be
appropriately reduced so that the holder of this Note thereafter exchanged shall be entitled to receive the percentage of shares of Common
Stock which such holder would have owned immediately following such action had this Note been exchanged immediately prior thereto;

( i i i )        Reverse Split. If the number of Common Stock outstanding at any time after the date hereof is decreased by a
combination of the outstanding Common Stock or reverse split, then, immediately after the effective date of such combination, the
Conversion Price shall be appropriately increased so that the holder of this Note thereafter exchanged shall be entitled to receive the
percentage of shares of Common Stock which such holder would have owned immediately following such action had this Note been
exchanged immediately prior thereto.

( e )          Issuance of New Note. Upon any partial conversion of this Note, a new promissory note containing the same date and
provisions of this Note shall be issued by the Company to the Holder for the principal balance of this Note and interest which shall not have
been converted or paid. The Holder shall not pay any costs, fees or any other consideration to the Company for the production and issuance
of a new promissory note.

( f )          Reservation of Shares. The Company shall at all times reserve for issuance and maintain available, out of its authorized
but unissued Common Stock, solely for the purpose of effecting the full conversion of the Note, the full number of shares of Common
Stock deliverable upon the conversion of the Note from time to time outstanding. The Company shall from time to time (subject to
obtaining necessary director and stockholder action), in accordance with the laws of the State of Nevada, increase the authorized number of
shares of its Common Stock if at any time the authorized number of shares of its Common Stock remaining unissued shall not be sufficient
to permit the conversion of the Note.
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6.            Collateral.

( a )          Grant of Security Interest. As security for the prompt performance, observance and payment in full of the entire
indebtedness evidenced by this Note, including the Principal Amount, interest thereon, fees and other charges, undertakings, covenants and
duties owing or to be performed or observed by the Company to the Holder, of every kind and description, whether joint or several, direct
or indirect, absolute or contingent, due or to become due, now existing or hereinafter arising (collectively, the “Obligations”), the
Company hereby grants to the Holder a security interest and lien for the Holders’ ratable share of the Series Notes as follows:

If $500,000 or more in Series Notes are issued, the Series Holders will have first lien position on all assets of the Company. The
Series Holders’ security interest in such assets set forth in this paragraph (collectively the “Collateral”) is more fully described in
the Security Agreement executed in connection herewith.

( b )          Obligations Secured. The Company will simultaneously herewith execute a Security Agreement in favor of
_____________as Agent (as described in Section 8 below) for the Series Holders creating a valid and continuing security interest in the
Collateral in favor of the Series Holders of the Notes and securing the payment and performance of all of the Obligations under this Note
and under all of the Series Notes, however evidenced, whether now existing or hereafter arising, direct or indirect, absolute or contingent,
including all costs and reasonable attorneys’ fees incurred by the Holder in enforcing this Note and/or collecting or attempting to collect on
this Note.

7.             Representations and Warranties of the Company. The Company represents and warrants to the Holder that:

( a )         Organization. The Company is validly existing and in good standing under the laws of the state of Nevada and has the
requisite power to own, lease and operate its properties and to carry on its business as now being conducted. The Company is duly qualified
to do business and is in good standing in each jurisdiction in which the character or location of the properties owned or leased by the
Company or the nature of the business conducted by the Company makes such qualification necessary or advisable, except where the
failure to do so would not have a material adverse effect on the Company.

( b )          Power and Authority . The Company has the requisite power to execute, deliver and perform this Note, and to
consummate the transactions contemplated hereby. The execution and delivery of this Note by the Company and the consummation of the
transactions contemplated hereby have been duly authorized by all necessary corporate action on the part of the Company. This Note has
been duly executed and delivered by the Company and constitutes a legal, valid and binding obligation of the Company and is enforceable
against the Company in accordance with its terms except (i) that such enforcement may be subject to bankruptcy, insolvency, moratorium
or similar laws affecting creditors' rights and (ii) that the remedy of specific performance and injunctive and other forms of equitable relief
are subject to certain equitable defenses and to the discretion of the court before which any proceedings therefor may be brought.

8.             The Agent.

( a )         Appointment. The Holder along with the other Series Holders hereby designate and appoint _____________ (the
“Agent”) as their agent under the Series Notes, and each Series Holder hereby irrevocably authorizes the Agent to take such action or to
refrain from taking such action on its behalf under the provisions of each of the Series Notes and to exercise such powers as are set forth
herein or therein, together with such other powers as are reasonably incidental thereto. The Agent agrees to act as such on the express
conditions contained in this Section 8. The provisions of this Section 8 are solely for the benefit of the Agent and the Series Holders and
neither the Company nor any person shall have any rights as a third party beneficiary of any of the provisions hereof. In performing its
functions and duties under the Series Notes, the Agent shall act solely as an administrative representative of the Series Holders and does not
assume and shall not be deemed to have assumed any obligation toward or relationship of agency or trust with or for the Series Holders, the
Company or any person. The Agent may perform any of its duties hereunder by or through its agents or employees.
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(b)            Nature of Duties.

( i )          In General. The Agent shall have no duties, obligations or responsibilities except those expressly set forth in the
Series Notes. The duties of the Agent shall be mechanical and administrative in nature. The Agent shall not have by reason of this Note a
fiduciary relationship in respect of any Series Holder. Each Series Holder shall make its own independent investigation of the financial
condition and affairs of the Company in connection with the extension of credit hereunder and shall make its own appraisal of the credit
worthiness of the Company. If the Agent seeks the consent or approval of any of the Series Holders to the taking or refraining from taking
of any action hereunder, then the Agent shall send notice thereof to each Series Holder. The Agent shall promptly notify each Series Holder
any time that the applicable percentage of the Series Holders has instructed the Agent to act or refrain from acting pursuant hereto.

(ii)         Express Authorization. The Agent is hereby expressly and irrevocably authorized by each of the Series Holders, as
agent on behalf of itself and the other Series Holders:

(1) To act or refrain from acting regarding the Series Notes with respect to those matters so designated for the Agent;

(2) To act as nominee for and on behalf of the Series Holders in and under the Series Notes;

(3) To distribute promptly to the Series Holders, if required by the terms of the Series Notes, all written information,
requests, notices, payments, prepayments, documents and other items received from the Company;

(4) To amend, modify, or waive any provisions of the Series Notes or the Security Agreement on behalf of the Series
Holders subject to the requirement that certain of the Series Holders’ consent be obtained in certain instances as
provided in Section 11;

(5) To deliver to the Company and other persons, all requests, demands, approvals, notices, and consents received from
any of the Series Holders;

(6) To exercise on behalf of each Series Holder all rights and remedies of the Series Holders upon the occurrence of any
Event of Default and/or default specified in this Note or applicable laws;

(7) To execute any documents on behalf of the Series Holders as the secured party for the benefit of the Agent and the
Series Holders; and

(8) To act as Agent for the Series Holders under the collateral documents, including but not limited to any and all
security agreements and financing statements.

(c)          Rights, Exculpation, Etc. Neither the Agent nor any of its officers, directors, employees or agents shall be liable to any
Series Holder for any action taken or omitted by them hereunder, or in connection herewith or therewith, except that the Agent shall be
obligated on the terms set forth herein for performance of its express obligations hereunder, and except that the Agent shall be liable with
respect to its own gross negligence or willful misconduct. The Agent shall not be liable for any apportionment or distribution of payments
made by it in good faith and if any such apportionment or distribution is subsequently determined to have been made in error the sole
recourse of any Series Holder to whom payment was due but not made, shall be to recover from other Series Holders any payment in excess
of the amount to which they are determined to be entitled (and such other Series Holders hereby agree to return to such Series Holder any
such erroneous payments received by them). The Agent shall not be responsible to any Series Holder for any recitals, statements,
representations or warranties herein or for the execution, effectiveness, genuineness, validity, enforceability, collectible, or sufficiency of
the Series Notes or the transactions contemplated thereby, or for the financial condition of the Company. The Agent shall not be required to
make any inquiry concerning either the performance or observance of any of the terms, provisions or conditions of Series Notes or the
financial condition of the Company, or the existence or possible existence of any Event of Default. The Agent may at any time request
instructions from the Series Holders with respect to any actions or approvals which by the terms of Series Notes the Agent is permitted or
required to take or to grant, and the Agent shall be absolutely entitled to refrain from taking any action or to withhold any approval and shall
not be under any liability whatsoever to any person for refraining from any action or withholding any approval under the Series Notes until
it shall have received such instructions from the applicable percentage of the Series Holders. Without limiting the foregoing, no Series
Holder shall have any right of action whatsoever against the Agent as a result of the Agent acting or refraining from acting under the Series
Notes in accordance with the instructions of the applicable percentage of the Series Holders and notwithstanding the instructions of the
Series Holders, the Agent shall have no obligation to take any action if it, in good faith believes that such action exposes the Agent to any
liability.
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(d)         Reliance. The Agent shall be entitled to rely upon any written notices, statements, certificates, orders or other documents
or any telephone message or other communication (including any writing, telex, email, telecopy or telegram) believed by it in good faith to
be genuine and correct and to have been signed, sent or made by the proper person, and with respect to all matters pertaining to the Series
Notes and its duties hereunder or thereunder, upon advice of counsel selected by it. The Agent may deem and treat the original Series
Holders as the owners of the respective Series Notes for all purposes until receipt by the Agent of a written notice of assignment,
negotiation or transfer of any interest therein by the Series Holders in accordance with the terms of the Series Notes. Any interest, authority
or consent of any Series Holder of any of the Series Notes shall be conclusive and binding on any subsequent holder, transferee, or assignee
of such Series Notes. The Agent shall be entitled to rely upon the advice of legal counsel, independent accountants, and other experts
selected by the Agent in its sole discretion.

(e)          Indemnification. Each Series Holder, severally, agrees to reimburse and indemnify the Agent for and against any and all
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses, advances or disbursements including, without
limitation, all costs and expenses (including attorneys' fees) incurred in connection with the collection of the Series Notes and/or
enforcement of the Series Notes, of any kind or nature whatsoever which may be imposed on, incurred by, or asserted against the Agent in
any way relating to or arising out of the Series Notes or any action taken or omitted by the Agent under the Series Notes in proportion to
each Series Holder’s pro rata share, all of the foregoing as they may arise, be asserted or be imposed from time to time; provided, however,
that no Series Holder shall be liable for any portion of such liabilities, obligations, losses, damages, penalties, actions, judgments, suits,
costs, expenses, advances or disbursements resulting from the Agent’s gross negligence or willful misconduct. The obligations of the Series
Holders under this Section 8(e) shall survive the payment in full of the Obligations and the termination of the Series Notes.

(f)           Successor Agent.

( i )          Resignation. The Agent may resign from the performance of all its functions and duties hereunder at any time by
giving at least thirty (30) days prior written notice to the Company and the Series Holders.

(ii)         Appointment of Successor. Upon any such notice of resignation pursuant to Section 8(f)(i) above, upon the approval
of a majority in interest of the Series Holders, determined on the basis of the respective principal value of the Series Notes held by each of
the Series Holders (“Requisite Holders”) a successor to the Agent shall be appointed. If a successor to the Agent shall not have been so
appointed within said thirty (30) day period, the Agent retiring, upon notice to the Company, shall then appoint a successor Agent who
shall serve as the Agent until such time, as the Requisite Holders appoint a successor to the Agent as provided above.

(iii)        Successor Agent. Upon the acceptance of any appointment as the Agent under the Series Notes by a successor
Agent, such successor to the Agent shall thereupon succeed to and become vested with all the rights, powers, privileges and duties of the
Agent retiring, and the Agent retiring shall be discharged from its duties and obligations under the Series Notes. After any Agent’s
resignation as the Agent under the Series Notes, the provisions of this Section 8 shall inure to its benefit as to any actions taken or omitted
to be taken by it while it was the Agent under the Series Notes.

(g)         Collateral Matters.

(i)          Release of Collateral. The Series Holders hereby irrevocably authorize the Agent, at its option and in its discretion,
to release any lien granted to or held by the Agent with respect to any property included in the Collateral:

(1) upon the payment and satisfaction of all Obligations under the Series Notes; or

(2) constituting property being sold or disposed of if the Company certified to the Agent that the proceeds from such
sale or disposition are being paid to the Series Holder on the Series Notes or being utilized to acquire substituted
collateral (and the Agent may rely in good faith conclusively on any such certificate, without further inquiry).
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( i i )         Confirmation of Authority, Execution of Releases . Without in any manner limiting the Agent’s authority to act
without any specific or further authorization or consent by the Series Holders as set forth in Section 8(g)(i), each Series Holder agrees to
confirm in writing, upon request by the Company, the authority to release any property covered by the Series Notes conferred upon the
Agent under Section 8(g)(i). So long as no Event of Default is then continuing, upon receipt by the Agent of confirmation from the
Requisite Holders of its authority to release any property included in the Collateral, and upon at least five (5) Business Days prior written
request by the Company, the Agent shall (and is hereby irrevocably authorized by the Series Holders to) execute such documents as may
be necessary to evidence the release of the liens granted to the Agent for the benefit of the Series Holders herein or pursuant hereto upon
such Collateral; provided, however, that the Agent shall not be required to execute any such document on terms which, in the Agent’s
opinion, would expose the Agent to liability or create any obligation or entail any consequence other than the release of such liens without
recourse or warranty.

(iii)        Absence of Duty. The Agent shall have no obligation whatsoever to any Series Holder or to the Company or any
other person to assure that the property included in the Collateral exists or is owned by the Company or is cared for, protected or insured or
has been encumbered or that the liens granted to the Agent on behalf of the Series Holders herein or pursuant hereto have been properly or
sufficiently or lawfully created, perfected, protected or enforced or are entitled to any particular priority, or to exercise at all or in any
particular manner or under any duty of care, disclosure or fidelity, or to continue exercising, any of the rights, authorities and powers
granted or available to the Agent in this Section 8.

( h )          Court Action by Agent . If in the opinion of the Agent, an uncertainty exists on the part of the Agent as to the rights
between the Series Holders or any of the parties or as to the Agent’s obligations hereunder, the Agent shall have the right to initiate legal
proceedings to determine the rights of the parties.

(i)           Exercise of Remedies. Each Series Holder agrees that it will not have any right individually to enforce or seek to enforce
the Series Notes or Security Agreement or to realize upon any collateral security for the Series Notes, it being understood and agreed that
such rights and remedies may be exercised only by the Agent on behalf of all Series Holders pro rata.

(j)           Consents. In the event the Agent requests the consent of a Series Holder and does not receive a written denial thereof, or
a written notice from a Series Holder that due course consideration of the request requires additional time, in each case, within ten (10)
Business Days after such Series Holder’s receipt of such request, then such Series Holder will be deemed to have given such consent.

( k )          Dissemination of Information. The Agent will provide the Series Holders with any information received by the Agent
from the Company which is required to be provided to the Agent or to the Series Holders hereunder; provided, however, that the Agent
shall not be liable to any one or more the Series Holders for any failure to do so, except to the extent that such failure is attributable to the
Agent’s gross negligence or willful misconduct.

( l )           Compensation and Expenses. The Agent will be entitled to reasonable compensation for its services hereunder, which
compensation will in no event exceed $1,000 per quarter, and will be entitled to reimbursement for reasonable out of pocket expenses
incurred in connection with its actions as the Agent if such expenses are preapproved by the Company in writing. The Company shall be
responsible for payment of such compensation and reimbursement of such expenses.
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9 .            Events of Defaults and Remedies. The following are deemed to be an event of default ("Event of Default") hereunder: (i)
the failure by the Company to pay any installment of interest on this Note or any other Series Notes as and when due and payable and the
continuance of any such failure for 10 days; (ii) the failure by the Company to pay all or any part of the principal on this Note or any other
Series Notes when and as the same become due and payable as set forth above, at maturity, by acceleration or otherwise; (iii) the failure of
the Company to perform any conversion of Notes required under this Note or any other Series Notes and the continuance of any such
failure for 10 days; (iv) the failure by the Company to observe or perform any covenant or agreement contained in this Note or any other
Series Notes and the continuance of such failure for a period of 30 days after the written notice is given to the Company by the Agent; (v)
the assignment by the Company for the benefit of creditors, or an application by the Company to any tribunal for the appointment of a
trustee or receiver of a substantial part of the assets of the Company, or the commencement of any proceedings relating to the Company
under any bankruptcy, reorganization, arrangement, insolvency, readjustment of debts, dissolution or other liquidation law of any
jurisdiction; or the filing of such application, or the commencement of any such proceedings against the Company and an indication of
consent by the Company to such proceedings, or the appointment of such trustee or receiver, or an adjudication of the Company bankrupt
or insolvent, or approval of the petition in any such proceedings, and such order remains in effect for 60 days; and (vi) final unsatisfied
judgments not covered by insurance aggregating in excess of $1,000,000, at any one time rendered against the Company and not stayed,
bonded or discharged within 75 days.

10.          The Agent’s Rights and Remedies Upon the Occurrence of an Event of Default. Following the occurrence and during the
continuance of an Event of Default, the Agent may, at its option and instruction from the Series Holders:

(a)          Remedies. The Agent may declare any and all of the Obligations to be immediately due and payable; and, in addition to
that right, and in addition to exercising all other rights or remedies, the Agent may proceed to exercise with respect to the Collateral all
rights, options and remedies of a secured party upon default as provided for under the Uniform Commercial Code (“UCC”).

( b )          Exercise of Remedies. The Agent may by notice to the Company accelerate the payment of all Obligations (provided
that no such notice shall be required if the Event of Default is under Section 9(iv); the Agent may proceed to enforce payment of any of the
Obligations and shall have and may exercise any and all rights under the UCC or which are afforded to the Agent herein or otherwise; and
all Obligations shall bear interest payable on demand at the rate per annum six percent (6%) in excess of the applicable rate of interest
provided in Section 2 (the “Default Rate”). Notwithstanding the foregoing, at any time after such a declaration of acceleration has been
made and before a judgment and/or decree for payment of the money due has been obtained, the Requisite Holders of the Series Notes
outstanding at such time, may, by written notice to the Agent, instruct the Agent to provide written notice to the Company that the Series
Holders may rescind and annul such declaration and its consequences if all existing Events of Default, other than the non-payment of the
principal and interest on the Series Notes which have become due solely by such acceleration, have been cured or waived. No such
rescission or annulment shall affect any subsequent default or impair any right consequent thereon.

(c)          Disposition of Collateral. The Agent may sell, lease or otherwise dispose of and deliver any or all Collateral at public or
private sale, for cash, upon credit or otherwise, at such prices and upon such terms as the Agent deems advisable in its sole discretion. Any
requirements of reasonable notice shall be met if such notice is mailed postage prepaid to the Company at its address set forth herein at
least ten (10) Business Days before the time of sale or other disposition. The Agent or a Series Holder may be the purchaser at any such
sale, if it is public, and in such event the Agent and/or Series Holder shall have all rights of a good faith, bona fide purchaser for value from
a secured party after default. The proceeds of any sale may be applied (in whatever order and manner the Agent elects in its sole discretion)
to all costs and expenses of sale (including without limitation reasonable attorneys' fees and disbursements) and to the payment of
Obligations, and any remaining proceeds shall be applied in accordance with Article 9 of the UCC. The Company shall remain liable for
any deficiency.

(d)          Cumulative Remedies. The rights and remedies of the Agent and/or Series Holder shall be deemed to be cumulative, and
any exercise of any right or remedy shall not be deemed to be an election of that right or remedy to the exclusion of any other right or
remedy.

( e )          Waivers. The Company acknowledges that this Agreement involves the grant of a security interest, and the Company
hereby waives, to the extent permitted by applicable law, (i) any requirement of marshaling assets or proceeding against persons or assets in
any particular order, and (ii) any and all notices of every kind and description that may be required to be given by any statute or rule of law
and any defense of any kind based on any such notice, except any notices required under this Note, including but not limited to all demands
for payment, presentation for payment, notices of intention to accelerate maturity, notices of acceleration of maturity, protest, and notices
of protest, all to the extent permitted by law.
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11.           Consent of Series Holders.

(a)          Consent of All Series Holders. Notwithstanding anything to the contrary contained herein, no amendment, modification,
change or waiver shall be effective without the consent of all of the Series Holders to:

(i)          extend the maturity of the principal of, or interest on, any Note or of any of the other Obligations;

(ii)         reduce the Principal Amount of any Note or of any of the other Obligations, or the rate of interest thereon due to the
Series Holders, except as expressly permitted herein or therein;

 
(iii)        change the date of payment of principal of, or interest on, any Note or of any of the other Obligations;

(iv)        change the manner of pro rata application by the Agent of payments made by the Company, or any other payments
required hereunder;

(v)         modify this Section or Section 8(i); or

(vi)        release or agree to subordinate any material portion of any Collateral or Financing Document (except to the extent
provided in Section 6(c)).

( b )         Consent of Less than All Series Holders. Any decision other than as set forth in Section 11(a) above that shall be made
by the Series Holders herein, shall be made by the Requisite Holders of the Series Notes outstanding at such time.

1 2 .           Limitation on Merger, Sale or Consolidation . The Company may not, directly or indirectly, consolidate with or merge
into another person or sell, lease, convey or transfer all or substantially all of its assets (computed on a consolidated basis), whether in a
single transaction or a series of related transactions, to another person or group of affiliated persons, unless either (i) in the case of a merger
or consolidation, the Company is the surviving entity or (ii) the resulting, surviving or transferee entity expressly assumes by supplemental
agreement all of the obligations of the Company in connection with the Notes. Upon any consolidation or merger or any transfer of all or
substantially all of the assets of the Company in accordance with the foregoing, the successor entity formed by such consolidation or into
which the Company is merged or to which such transfer is made, shall succeed to, and be substituted for, and may exercise every right and
power of the Company under the Note with the same effect as if such successor entity had been named therein as the Company, and the
Company will be released from its obligations under the Series Notes, except as to any obligations that arise from or as a result of such
transaction.

13.           Corporate Obligation. No recourse shall be had for the payment of the principal or the interest on this Note, or for any
claim based thereon, or otherwise in respect thereof, or based on or in respect of any Note supplemental thereto, against any incorporator,
stockholder, officer, or director (past, present, or future) of the Company, whether by virtue of any constitution, statute, or rule of law, or
by the enforcement of any assessment or penalty or otherwise, all such liability being by the acceptance hereof, and as part of the
consideration for the issue hereof, expressly waived and released.
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14.           Listing of Registered Holder of Note. This Note will be registered as to principal amount in the Holder’s name on the
books of the Company at its principal office (the “Note Register”), after which no transfer hereof shall be valid unless made on the
Company’s books at the office of the Company, by the Holder hereof, in person, or by attorney duly authorized in writing, and similarly
noted hereon.

1 5 .           Registered Holder Not Deemed a Stockholder. No Holder, as such, of this Note shall be entitled to vote or receive
dividends or be deemed the holder of shares of the Company for any purpose, nor shall anything contained in this Note be construed to
confer upon the Holder hereof, as such, any of the rights of a stockholder of the Company or any right to vote, give or withhold consent to
any corporate action (whether any reorganization, issue of stock, reclassification of stock, consolidation, merger, conveyance or otherwise),
receive notice of meetings, receive dividends or subscription rights, or otherwise.

1 6 .           Waiver of Demand, Presentment, Etc. The Company hereby expressly waives demand and presentment for payment,
notice of nonpayment, protest, notice of protest, notice of dishonor, notice of acceleration or intent to accelerate, bringing of suit and
diligence in taking any action to collect amounts called for hereunder and shall be directly and primarily liable for the payment of all sums
owing and to be owing hereunder, regardless of and without any notice, diligence, act or omission as or with respect to the collection of any
amount called for hereunder.

17.           Attorney’s Fees. The Company agrees to pay all costs and expenses, including without limitation reasonable attorney's fees,
which may be incurred by the Holder in collecting any amount due under this Note or in enforcing any of Holder’s conversion rights as
described herein.

1 8 .           Enforceability. In case any provision of this Note is held by a court of competent jurisdiction to be excessive in scope or
otherwise invalid or unenforceable, such provision shall be adjusted rather than voided, if possible, so that it is enforceable to the maximum
extent possible, and the validity and enforceability of the remaining provisions of this Note will not in any way be affected or impaired
thereby.

19.           Intent to Comply with Usury Laws. In no event will the interest to be paid on this Note exceed the maximum rate provided
by law. It is the intent of the parties to comply fully with the usury laws of the State of California; accordingly, it is agreed that
notwithstanding any provisions to the contrary in this Note, in no event shall such Note require the payment or permit the collection of
interest (which term, for purposes hereof, shall include any amount which, under California law, is deemed to be interest, whether or not
such amount is characterized by the parties as interest) in excess of the maximum amount permitted by the laws of the State of California.
If any excess of interest is unintentionally contracted for, charged or received under this Note, or in the event the maturity of the
indebtedness evidenced by the Note is accelerated in whole or in part, or in the event that all of part of the Principal Amount or interest of
this Note shall be prepaid, so that the amount of interest contracted for, charged or received under this Note, on the amount of the Principal
Amount actually outstanding from time to time under this Note shall exceed the maximum amount of interest permitted by the applicable
usury laws, then in any such event (i) the provisions of this paragraph shall govern and control, (ii) neither the Company nor any other
person or entity now or hereafter liable for the payment thereof, shall be obligated to pay the amount of such interest to the extent that it is
in excess of the maximum amount of interest permitted by such applicable usury laws, (iii) any such excess which may have been collected
shall be either applied as a credit against the then unpaid principal amount thereof or refunded to the Company at the Holder’s option, and
(iv) the effective rate of interest shall be automatically reduced to the maximum lawful rate of interest allowed under the applicable usury
laws as now or hereafter construed by the courts having jurisdiction thereof. It is further agreed that without limitation of the foregoing, all
calculations of the rate of interest contracted for, charged or received under the Note which are made for the purpose of determining
whether such rate exceeds the maximum lawful rate of interest, shall be made, to the extent permitted by applicable laws, by amortizing,
prorating, allocating and spreading in equal parts during the period of the full stated term of the Note evidenced thereby, all interest at any
time contracted for, charged or received from the Company or otherwise by the Holders in connection with this Note.
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20.           Governing Law; Consent to Jurisdiction. This Note shall be governed by and construed in accordance with the laws of the
State of California without regard to the conflict of laws provisions thereof. In any action between or among any of the parties, whether
rising out of this Note or otherwise, each of the parties irrevocably consents to the exclusive jurisdiction and venue of the federal and/or
state courts located in Los Angeles, California.

21.           Amendment and Waiver. Any waiver or amendment hereto shall be in writing signed by the Holder. No failure on the part
of the Holder to exercise, and no delay in exercising, any right hereunder shall operate as a waiver thereof, nor shall any single or partial
exercise by the Holder of any right hereunder preclude any other or further exercise thereof or the exercise of any other rights. The
remedies herein provided are cumulative and not exclusive of any other remedies provided by law.

22.           Restrictions Against Transfer or Assignment. Neither this Note nor the shares issuable upon conversion of this Note may
be sold, transferred, assigned, pledged, hypothecated or otherwise disposed of by the Registered Holder hereof, in whole or in part, unless
and until either (i) the Note or the shares issuable upon conversion of the Note have been duly and effectively registered for resale under the
Securities Act of 1933, as amended, and under any then applicable state securities laws; or (ii) the Registered Holder delivers to the
Company a written opinion acceptable to the Company’s counsel that an exemption from such registration requirements is then available
with respect to any such proposed sale or disposition. Any transfer of this Note otherwise permissible hereunder shall be made only at the
principle office of the Company upon surrender of this Note for cancellation and upon the payment of any transfer tax or other government
charge connected therewith, and upon any such transfer a new Series Note will be issued to the transferee in exchange therefor.

23.           Entire Agreement; Headings . This Note constitutes the entire agreement between the Holder and the Company pertaining
to the subject matter hereof and supersedes all prior and contemporaneous agreements, representations and understandings, written or oral,
of such parties. The headings are for reference purposes only and shall not be used in construing or interpreting this Note.

2 4 .           Notices. Any notices or other communications required or permitted hereunder shall be sufficiently given if in writing and
delivered in person, or sent by registered or certified mail (return receipt requested) or recognized overnight delivery service, postage pre-
paid, or sent by email addressed as follows, or to such other address as such party may notify to the other parties in writing:

(a)          If to the Company, to it at the following address:

9253 Eton Avenue
Chatsworth, CA 91311
Attn: Curt Thornton, CEO and President
Email: curt@provision.tv
 

(b)          If to Registered Holder, then to the address listed on the front of this Note, unless changed, by notice in writing as
provided for herein.

(c)          If to the Agent, to it at the following address:

A notice or communication will be effective (i) if delivered in person or by overnight courier, on the Business Day it is delivered,
(ii) if sent by registered or certified mail, the earlier of the date of actual receipt by the party to whom such notice is required to be given or
three (3) days after deposit in the United States mail and (iii) if sent by email, on the date sent.

[Remainder of page intentionally left blank. Signature page follows.]
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IN WITNESS WHEREOF, Provision Holding, Inc. has caused this Note to be duly executed in its corporate name by the
manual signature of its President.

 

 PROVISION HOLDING, INC.
  
 By: 
  Curt Thornton, CEO and President
 

 

 Agreed to by Holder:
  
  
  Print Name
 

 

 Agreed to by Agent: 
  
  
  Print Name
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ANNEX A
NOTICE OF CONVERSION

The undersigned hereby elects to convert principal and/or accrued interest under the 12% Senior Secured Convertible Promissory
Note due __________ of Provision Holding, Inc., a Nevada corporation (the “Company”), into shares of common stock, par value $0.001
per share (the “Common Stock”) of the Company, according to the conditions hereof, as of the date written below. If shares of Common
Stock are to be issued in the name of a person other than the undersigned, the undersigned will pay all transfer taxes payable with respect
thereto and is delivering herewith such certificates and opinions as reasonably requested by the Company in accordance therewith. No fee
will be charged to the Holder for any conversion, except for such transfer taxes, if any.

Conversion Calculations:

Date to Effect Conversion:__________________________________________________

Principal Amount of 12% Senior Secured Convertible

Promissory Note to be Converted:_____________________________________________

Accrued Interest Amount of 12% Senior Secured

Convertible Promissory Note to be Converted:____________________________________

Number of Shares of Common Stock to be Issued:_________________________________

Signature:_______________________________________________________________

Name:__________________________________________________________________

Address:________________________________________________________________
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THIS WARRANT AND THE SECURITIES ISSUABLE UPON EXERCISE HEREOF HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED (THE “1933 ACT”), OR APPLICABLE STATE SECURITIES LAWS AND MAY NOT
BE OFFERED FOR SALE, SOLD, TRANSFERRED OR OTHERWISE DISPOSED OF IN THE ABSENCE OF AN EFFECTIVE
REGISTRATION STATEMENT FOR SUCH SECURITIES UNDER THE 1933 ACT, OR AN OPINION OF COUNSEL,
SATISFACTORY TO THE ISSUER HEREOF, TO THE EFFECT THAT REGISTRATION IS NOT REQUIRED UNDER THE 1933
ACT AS SOME OTHER EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE 1933 ACT AND APPLICABLE
LAWS IS AVAILABLE.

WARRANT TO PURCHASE
COMMON STOCK OF

PROVISION HOLDING, INC.

Date of Issuance: ______, 2016 Warrant No. A-______

This certifies that, for value received, PROVISION HOLDING, INC., a Nevada corporation (the “Company”), grants
__________, an _________ or ____ registered assigns (the “Registered Holder”), the right to subscribe for and purchase from the
Company, at the Exercise Price (as defined herein), from and after 9:00 a.m. Pacific Standard Time on _____, 2016 (the “Exercise Date”)
and to and including 5:00 p.m., Pacific Standard Time, on _______,2019 (the “Expiration Date”), ___________________ shares, as such
number of shares may be adjusted from time to time as described herein (the “Warrant Shares”), of the Company’s common stock, par
value $0.001 per share (the “Common Stock”), subject to the provisions and upon the terms and conditions herein set forth. The “Exercise
Price” per share of Common Stock will be $____ per share.

This Warrant is issued in connection with the issuance to the Registered Holder of a 12% Senior Secured Convertible Promissory
Note dated as of ________, 2016 (the “Promissory Note”) and in connection with that certain Subscription Agreement between the
Company and the Registered Holder dated as of ______, 2016 (the “Subscription Agreement”). The Registered Holder of this Warrant is
subject to the terms and conditions set forth in the Subscription Agreement.

Section 1. Recordation on Books of the Company. The Company shall record this Warrant, upon records to be maintained by the
Company for that purpose (the “Warrant Records”), in the name of the Registered Holder. The Company may deem and treat the
Registered Holder as the absolute owner of this Warrant for the purpose of any exercise hereof or any distribution to the Registered Holder.

Section 2. Registration of Transfers and Exchanges.

(a)           Subject to Section 9 hereof, the Company shall register the transfer of this Warrant, in whole or in part, upon records to
be maintained by the Company for that purpose, upon surrender of this Warrant, with the Form of Assignment attached hereto completed
and duly endorsed by the Registered Holder, to the Company at the office specified in or pursuant to Section 3(b). Upon any such
registration of transfer, a new Warrant, in substantially the form of this Warrant, evidencing the Common Stock purchase rights so
transferred shall be issued to the transferee and a new Warrant, in similar form, evidencing the remaining Common Stock purchase rights
not so transferred, if any, shall be issued to the Registered Holder.
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(b)          This Warrant is exchangeable, upon the surrender hereof by the Registered Holder at the office of the Company specified
in or pursuant to Section 3(b) hereof, for new Warrants, in substantially the form of this Warrant evidencing, in the aggregate, the right to
purchase the number of Warrant Shares which may then be purchased hereunder, each of such new Warrants to be dated the date of such
exchange and to represent the right to purchase such number of Warrant Shares as shall be designated by the Registered Holder at the time
of such surrender.

Section 3. Duration and Exercise of this Warrant.

(a)          This Warrant shall be exercisable by the Registered Holder as to the Warrant Shares at any time during the period
commencing on the Exercise Date and ending on the Expiration Date. At 5:00 p.m., Pacific Standard Time, on the Expiration Date, this
Warrant, to the extent not previously exercised, shall become void and of no further force or effect.

(b)          Subject to Section 7 hereof, upon exercise or surrender of this Warrant, with the Form of Election to Purchase attached
hereto completed and duly endorsed by the Registered Holder, to the Company at 9253 Eton Avenue, Chatsworth, CA, 91311, Attention:
Curt Thornton, CEO and President, or at such other address as the Company may specify in writing to the Registered Holder, and upon
payment of the Exercise Price multiplied by the number of Warrant Shares then issuable upon exercise of this Warrant in lawful money of
the United States of America, all as specified by the Registered Holder in the Form of Election to Purchase, the Company shall promptly
issue and cause to be delivered to or upon the written order of the Registered Holder, and in such name or names as the Registered Holder
may designate, a certificate for the Warrant Shares issued upon such exercise. Any person so designated in the Form of Election to
Purchase, duly endorsed by the Registered Holder, as the person to be named on the certificates for the Warrant Shares, shall be deemed to
have become holder of record of such Warrant Shares, evidenced by such certificates, as of the Date of Exercise (as hereinafter defined) of
such Warrant.

(c)         The Registered Holder may pay the applicable Exercise Price pursuant to Section 3(b), at the option of the Registered
Holder, either (i) by cashier’s or certified bank check payable to the Company, or (ii) by wire transfer of immediately available funds to the
account which shall be indicated in writing by the Company to the Registered Holder, in either case, in an amount equal to the product of
the Exercise Price multiplied by the number of Warrant Shares being purchased upon such exercise (the “Aggregate Exercise Price”).

(d)        The “Date of Exercise” of any Warrant means the date on which the Company shall have received (i) this Warrant, with
the Form of Election to Purchase attached hereto appropriately completed and duly endorsed, and (ii) payment of the Aggregate Exercise
Price as provided herein.

(e)         This Warrant will be exercisable either in its entirety or, from time to time, for part, only of the number of Warrant Shares
which are issuable hereunder. If this Warrant shall have been exercised only in part, the Company shall, at the time of delivery of the
certificates for the Warrant Shares issued pursuant to such exercise, deliver to the Registered Holder a new Warrant evidencing the rights to
purchase the remaining Warrant Shares, which Warrant shall be substantially in the form of this Warrant.

Section 4. Payment of Expenses. The Company will pay all expenses (other than any federal or state taxes, including without
limitation income taxes, or similar obligations of the Registered Holder) attributable to the preparation, execution, issuance and delivery of
this Warrant, any new Warrant and the Warrant Shares.
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Section 5. Mutilated or Missing Warrant Certificate. If this Warrant is mutilated, lost, stolen or destroyed, upon request by the
Registered Holder, the Company will issue, in exchange for and upon cancellation of the mutilated Warrant, or in substitution for the lost,
stolen or destroyed Warrant, a substitute Warrant, in substantially the form of this Warrant, of like tenor, but, in the case of loss, theft or
destruction, only upon receipt of evidence reasonably satisfactory to the Company of such loss, theft or destruction of this Warrant and, if
requested by the Company, indemnity also reasonably satisfactory to it.

Section 6. Reservation, Listing and Issuance of Warrant Shares.

(a)         The Company will at all times have authorized, and reserve and keep available, free from preemptive rights, for the
purpose of enabling it to satisfy any obligation to issue Warrant Shares upon the exercise of the rights represented by this Warrant, the
number of Warrant Shares deliverable upon exercise of this Warrant. The Company will, at its expense, use it best efforts to cause such
shares to be included in or listed on (subject to issuance or notice of issuance of Warrant Shares) all markets or stock exchanges in or on
which the Common Stock is included or listed not later than the date on which the Common Stock is first included or listed on any such
market or exchange and will thereafter maintain such inclusion or listing of all shares of Common Stock from time to time issuable upon
exercise of this Warrant.

(b)        Before taking any action which could cause an adjustment pursuant to Section 7 hereof reducing the Exercise Price below
the par value of the Warrant Shares, the Company will take any corporate action which may be necessary in order that the Company may
validly and legally issue at the Exercise Price, as so adjusted, Warrant Shares that are fully paid and non-assessable.

(c)         The Company covenants that all Warrant Shares will, upon issuance in accordance with the terms of this Warrant, be (i)
duly authorized, fully paid and nonassessable, and (ii) free from all liens, charges and security interests.

Section 7. Adjustment of Number of Warrant Shares.

( a )          The number of Warrant Shares to be purchased upon exercise hereof is subject to change or adjustment from time to
time as hereinafter provided:

(i)          Stock Dividends; Stock Splits; Reverse Stock Splits; Reclassifications. In case the Company shall (a) pay a
dividend with respect to its Common Stock in shares of capital stock, (b) subdivide its outstanding shares of Common Stock, (c) combine its
outstanding shares of Common Stock into a smaller number of shares of any class of Common Stock or (d) issue any shares of its capital
stock in a reclassification of the Common Stock (including any such reclassification in connection with a consolidation or merger in which
the Company is the continuing corporation), other than elimination of par value, a change in par value, or a change from par value to no par
value (any one of which actions is herein referred to as an “Adjustment Event”), the number of Warrant Shares purchasable upon exercise
of the Warrant immediately prior to the record date for such Adjustment Event shall be adjusted so that the Registered Holder shall
thereafter be entitled to receive the number of shares of Common Stock or other securities of the Company (such other securities thereafter
enjoying the rights of shares of Common Stock under this Warrant) that such Registered Holder would have owned or have been entitled to
receive after the happening of such Adjustment Event, had such Warrant been exercised immediately prior to the happening of such
Adjustment Event or any record date with respect thereto. An adjustment made pursuant to this Section 7(a)(i) shall become effective
immediately after the effective date of such Adjustment Event retroactive to the record date, if any, for such Adjustment Event.

(ii)         Adjustment of Exercise Price. Whenever the number of Warrant Shares purchasable upon the exercise of each
Warrant is adjusted pursuant to Section 7(a)(i), the Exercise Price for each Warrant Share payable upon exercise of each Warrant shall be
adjusted by multiplying such Exercise Price immediately prior to such adjustment by a fraction, the numerator of which shall be the number
of shares of Common Stock purchasable upon the exercise of each Warrant immediately prior to such adjustment, and the denominator of
which shall be the number of shares of Common Stock so purchasable immediately thereafter.
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( i i i)        Adjustments for Consolidation, Merger, Sale of Assets, Reorganization, etc. In case the Company (a) consolidates
with or merges into any other corporation and is not the continuing or surviving corporation of such consolidation of merger, or (b) permits
any other corporation to consolidate with or merge into the Company and the Company is the continuing or surviving corporation but, in
connection with such consolidation or merger, the Common Stock is changed into or exchanged for stock or other securities of any other
corporation or cash or any other assets, or (c) transfers all or substantially all of its properties and assets to any other corporation, or (d)
effects a capital reorganization or reclassification of the capital stock of the Company in such a way that holders of Common Stock shall be
entitled to receive stock, securities, cash and/or assets with respect to or in exchange for Common Stock, then, and in each such case, proper
provision shall be made so that, upon the basis and upon the terms and in the manner provided in this subsection 7(a)(iii), the Registered
Holder, upon the exercise of this Warrant at any time after the consummation of such consolidation, merger, transfer, reorganization or
reclassification, shall be entitled to receive (at the aggregate Exercise Price in effect for all shares of Common Stock issuable upon such
exercise immediately prior to such consummation as adjusted to the time of such transaction), in lieu of shares of Common Stock issuable
upon such exercise prior to such consummation, the stock and other securities, cash and/or assets to which such holder would have been
entitled upon such consummation if the Registered Holder had so exercised this Warrant immediately prior thereto (subject to adjustments
subsequent to such corporate action as nearly equivalent as possible to the adjustments provided for in this Section).

( i v )        De Minimis Adjustments . No adjustment in the Exercise Price and number of Warrant Shares purchasable
hereunder shall be required unless such adjustment would require an increase or decrease of at least $0.001 in the Exercise Price; provided,
however, that any adjustments which by reason of this Section 7(a)(iv) are not required to be made shall be carried forward and taken into
account in any subsequent adjustment. All calculations shall be made to the nearest full share.

( b )           Notice of Adjustment . Whenever the number of Warrant Shares purchasable upon the exercise of each Warrant or the
Exercise Price is adjusted, as herein provided, the Company shall promptly notify the Registered Holder in writing (such writing referred to
as an “Adjustment Notice”) of such adjustment or adjustments and shall deliver to such Registered Holder a statement setting forth the
number of shares of Common Stock purchasable upon the exercise of each Warrant and the Exercise Price after such adjustment, setting
forth a brief statement of the facts requiring such adjustment and setting forth the computation by which such adjustment was made.

(c)         Other Notices. In case at any time:

(i)          the Company shall declare any cash dividend on its Common Stock;

(ii)         the Company shall pay any dividend payable in stock upon its Common Stock or make any distribution (other than
regular cash dividends) to the holders of its Common Stock;

(iii)        the Company shall offer for subscription pro rata to all of the holders of its Common Stock any additional shares of
stock of any class or other rights;

(iv)        the Company shall authorize the distribution to all holders of its Common Stock of evidences of its indebtedness or
assets (other than cash dividends or cash distributions payable out of earnings or earned surplus or dividends payable in Common Stock);
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(v)         there shall be any capital reorganization, or reclassification of the capital stock of the Company, or consolidation or
merger of the Company with another corporation (other than a subsidiary of the Company in which the Company is the surviving or
continuing corporation and no change occurs in the Company’s Common Stock), or sale of all or substantially all of its assets to another
corporation; or

(vi)       there shall be a voluntary or involuntary dissolution, liquidation, bankruptcy, assignment for the benefit of creditors,
or winding up of the Company;

then, in any one or more of said cases the Company shall give written notice, addressed to the Registered Holder at the address of such
Registered Holder as shown on the books of the Company, of (1) the date on which the books of the Company shall close or a record shall
be taken for such dividend, distribution or subscription rights, or (2) the date (or, if not then known, a reasonable approximation thereof by
the Company) on which such reorganization, reclassification, consolidation, merger, sale, dissolution, liquidation, bankruptcy, assignment
for the benefit of creditors, winding up or other action, as the case may be, shall take place. Such notice shall also specify (or, if not then
known, reasonably approximate) the date as of which the holders of Common Stock of record shall participate in such dividend,
distribution or subscription rights, or shall be entitled to exchange their Common Stock for securities or other property deliverable upon
such reorganization, reclassification, consolidation, merger, sale, dissolution, liquidation, bankruptcy, assignment for the benefit of
creditors, winding up, or other action, as the case may be. Such written notice shall be given (except as to any bankruptcy proceeding) at
least five (5) days prior to the action in question and not less than five (5) days prior to the record date or the date on which the Company’s
transfer books are closed in respect thereto. Such notice shall also state that the action in question or the record date is subject to the
effectiveness of a registration statement under the 1933 Act, or to a favorable vote of stockholders, if either is required.

(d)         Statement on Warrants. The form of this Warrant need not be changed because of any change in the Exercise Price or in
the number or kind of shares purchasable upon the exercise of a Warrant. However, the Company may at any time in its sole discretion
make any change in the form of the Warrant that it may deem appropriate and that does not affect the substance thereof and any Warrant
thereafter issued, whether in exchange or substitution for any outstanding Warrant or otherwise, may be in the form so changed.

(e)          Fractional Interest. The Company will not be required to issue fractional Warrant Shares on the exercise of the Warrants.
The number of full Warrant Shares which shall be issuable upon such exercise shall be computed on the basis of the aggregate number of
whole shares of Common Stock purchasable on the exercise of the Warrants so presented. If any fraction of a share of Common Stock
would, except for the provisions of this Section 7© be issuable on the exercise of the Warrants (or specified proportion thereof), the
Company shall pay an amount in cash calculated by it to be equal to the then fair value of one share of Common Stock, as determined by
the Board of Directors of the Company in good faith, multiplied by such fraction computed to the nearest whole cent.

Section 8. No Rights or Liabilities as a Stockholder. The Registered Holder shall not be entitled to vote or be deemed the holder
of Common Stock or any other securities of the Company which may at any time be issuable on the exercise hereof, nor shall anything
contained herein be construed to confer upon the holder of this Warrant, as such, the rights of a stockholder of the Company or the right to
vote for the election of directors or upon any matter submitted to stockholders at any meeting thereof, or give or withhold consent to any
corporate action or to receive notice of meetings or other actions affecting stockholders (except as provided herein), or to receive dividends
or subscription rights or otherwise, until the Date of Exercise shall have occurred. No provision of this Warrant, in the absence of
affirmative action by the Registered Holder hereof to purchase shares of Common Stock, and no mere enumeration herein of the rights and
privileges of the Registered Holder, shall give rise to any liability of such holder for the Exercise Price or as a stockholder of the Company,
whether such liability is asserted by the Company or by creditors of the Company.
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Section 9. Transfer Restrictions; Registration of the Warrant and Warrant Shares.

(a)          Neither the Warrant nor the Warrant Shares have been registered under the 1933 Act. The Registered Holder, by
acceptance hereof, represents that it is acquiring this Warrant to be issued to it for its own account and not with a view to the distribution
thereof, and agrees not to sell, transfer, pledge or hypothecate this Warrant, any purchase rights evidenced hereby or any Warrant Shares
unless a registration statement is effective for this Warrant or the Warrant Shares under the 1933 Act, or in the opinion of such Registered
Holder’s counsel reasonably satisfactory to the Company, a copy of which opinion shall be delivered to the Company, such registration is
not required as some other exemption from the registration requirement of the 1933 Act and applicable laws is available.

(b)         Subject to the provisions of the following paragraph of this Section 9, each Certificate for Warrant Shares shall be
stamped or otherwise imprinted with a legend in substantially the following form:

THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED (THE “1933 ACT”), OR APPLICABLE STATE SECURITIES LAWS AND MAY NOT BE
OFFERED FOR SALE, SOLD, TRANSFERRED OR OTHERWISE DISPOSED OF IN THE ABSENCE OF AN EFFECTIVE
REGISTRATION STATEMENT FOR SUCH SECURITIES UNDER THE 1933 ACT, AN OPINION OF COUNSEL,
SATISFACTORY TO THE ISSUER HEREOF, TO THE EFFECT THAT REGISTRATION IS NOT REQUIRED UNDER
THE 1933 ACT AS SOME OTHER EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE 1933 ACT
AND APPLICABLE LAWS IS AVAILABLE.

(c)         The restrictions and requirements set forth in the foregoing paragraph shall apply with respect to Warrant Shares unless
and until such Warrant Shares are sold or otherwise transferred pursuant to an effective registration statement under the 1933 Act or are
otherwise no longer subject to the restrictions of the 1933 Act, at which time the Company agrees to promptly cause such restrictive
legends to be removed and stop transfer restrictions applicable to such Warrant Shares to be rescinded.

Section 10. Notices. All notices and other communications relating to this Warrant shall be in writing and shall be deemed to have
been duly given if delivered personally or sent by United States certified or registered first-class mail, postage prepaid, return receipt
requested, or overnight air courier guaranteeing next day delivery to the parties hereto at the following addresses or at such other address as
any party hereto shall hereafter specify by notice to the other party hereto:

(a)         If to the Registered Holder of this Warrant or the holder of the Warrant Shares, addressed to the address of such
Registered Holder or holder as set forth on books of the Company or otherwise furnished by the Registered Holder or holder to the
Company.
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(b)         If to the Company, addressed to:

Provision Holding, Inc.
9253 Eton Avenue
Chatsworth, CA 91311
Attn: Curt Thornton, CEO and President

A notice or communication will be effective (i) if delivered in person or by overnight courier, on the business day it is delivered, and (ii) if
sent by registered or certified mail, the earlier of the date of actual receipt by the party to whom such notice is required to be given or three
(3) days after deposit in the United States mail.

Section 11. Binding Effect. This Warrant shall be binding upon and inure to the sole and exclusive benefit of the Company, its
successors and assigns, and the holder or holders from time to time of this Warrant and the Warrant Shares.

Section 12. Survival of Rights and Duties. This Warrant shall terminate and be of no further force and effect on the earlier of (i)
5:00 p.m., Pacific Standard Time, on the Expiration Date and (ii) the date on which this Warrant and all purchase rights evidenced hereby
have been exercised, except that the provisions of Sections 6© and 9 hereof shall continue in full force and effect after such termination
date.

Section 13. Governing Law. This Warrant shall be governed and controlled as to the validity, enforcement, interpretations,
construction and effect and in all other aspects by the substantive laws of the State of California. In any action between or among any of the
parties, whether arising out of this Warrant or otherwise, each of the parties irrevocably consents to the exclusive jurisdiction and venue of
the federal and state courts located in Los Angeles County, California.

Section 14. Section Headings. The Section headings in this Warrant are for purposes of convenience only and shall not constitute
a part hereof.
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IN WITNESS WHEREOF, Provision Holding, Inc. has caused this Warrant to be duly executed in its corporate name by the manual
signature of its President.

 

 PROVISION HOLDING, INC.
  
 By: 
  Curt Thornton, CEO and President

Date:__________________
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FORM OF ELECTION TO PURCHASE

(To Be Executed Upon Exercise of this Warrant)

To Provision Holding, Inc.:

The undersigned, the record holder of this Warrant (Warrant No. _____), hereby irrevocably elects to exercise the right,
represented by this Warrant, to purchase ___________ of the Warrant Shares and herewith and hereby tenders payment for such Warrant
Shares to the order of Provision Holding, Inc. of $_________________, representing the full purchase price for such shares at the price per
share provided for in such Warrant and the delivery of any applicable taxes payable by the undersigned pursuant to such Warrant.

The undersigned requests that certificates for such shares be issued in the name of:
 

   
(Please print name and address)  Social Security or Tax Identification No.

   

In the event that not all of the purchase rights represented by the Warrant are exercised, a new Warrant, substantially
identical to the attached Warrant, representing the rights formerly represented by the attached Warrant which have not been exercised, shall
be issued in the name of and delivered to:

 
   

(Please print name and address)  Social Security or Tax Identification No.
   
 

Dated: ________________ Name of Holder (Print):  
   
 By:  
 (Name):  
 (Title):  
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FORM OF ASSIGNMENT

FOR VALUE RECEIVED, ________________ hereby sells, assigns and transfers to each assignee set forth below all of
the rights of the undersigned under the attached Warrant (Warrant No. ___) with respect to the number of shares of Common Stock covered
thereby set forth opposite the name of such assignee unto:

Name of Assignee  Address  Number of Shares of Common Stock
     
     
 

If the total of said purchase rights represented by the Warrant shall not be assigned, the undersigned requests that a new
Warrant Certificate evidencing the purchase rights not so assigned be issued in the name of and delivered to the undersigned.

 

 

Dated: __________________ Name of Holder (Print): ________________________

 

________________________________

(Signature of Holder)
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SECURITY AGREEMENT
 

This SECURITY AGREEMENT, dated as of _____________, 2016 (this " Agreement"), is among Provision Holding, Inc., a
Nevada corporation (the "Company") and the holders of the Company's 12% Senior Secured Convertible Promissory Notes, in the original
aggregate principal amount of up to $4,000,000 (collectively, the "Notes") signatory hereto, their endorsees, transferees and assigns
(collectively, the "Secured Parties").
 

W I T N E S S E T H:
 

WHEREAS, pursuant to written subscription agreements of even date herewith, the Secured Parties have severally purchased
Units consisting of the Notes in a private Offering conducted by the Company;
 

WHEREAS, in order to induce the Secured Parties to participate in the Offering and purchase the Units, the Company has agreed
to execute and deliver to the Secured Parties this Agreement and to grant the Secured Parties, pari passu with each other Secured Party and
through the Agent (as defined in Section 18 hereof), a security interest in substantially all assets of the Company to secure the prompt
payment, performance and discharge in full of all of the Company's obligations under the Notes.
 

NOW, THEREFORE, in consideration of the agreements herein contained and for other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties hereto hereby agree as follows:
 

1. Certain Definitions. As used in this Agreement, the following terms shall have the meanings set forth in this Section 1. Terms
used but not otherwise defined in this Agreement that are defined in Article 9 of the UCC (such as "account", "chattel paper", "commercial
tort claim", "deposit account", "document", "equipment", "fixtures", "general intangibles", "goods", "instruments", "inventory", "investment
property", "letter-of-credit rights", "proceeds" and "supporting obligations") shall have the respective meanings given such terms in Article
9 of the UCC.

 
(a) "Collateral" means the collateral in which the Secured Parties are granted a security interest by this Agreement and which

shall include the following personal property of the Company, whether presently owned or existing or hereafter acquired or coming into
existence, wherever situated, and all additions and accessions thereto and all substitutions and replacements thereof, and all proceeds,
products and accounts thereof, including, without limitation, all proceeds from the sale or transfer of the Collateral and of insurance
covering the same and of any tort claims in connection therewith, and dividends, interest, cash, notes, securities, equity interest or other
property at any time and from time to time acquired, receivable or otherwise distributed in respect of, or in exchange for, any or all of the
Pledged Securities (as defined below):

(i) All goods, including, without limitation, (A) all machinery, equipment, computers, motor vehicles, trucks, appliances,
furniture, special and general tools, fixtures, test and quality control devices and other equipment of every kind and nature and wherever
situated, together with all documents of title and documents representing the same, all additions and accessions thereto, replacements
therefor, all parts therefor, and all substitutes for any of the foregoing and all other items used and useful in connection with the Company’s
business and all improvements thereto; and (B) all inventory;
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(ii) All leasehold interests or interests in real property, including all working interests in and to any oil & gas leases, together
with the production from any wells thereon, including those properties set forth on Exhibit A annexed hereto;

(iii) All contract rights and other general intangibles, including, without limitation, all partnership interests, membership
interests, stock or other securities, rights under any agreements related to the Pledged Securities, licenses, distribution and other
agreements, computer software (whether "off-the-shelf, licensed from any third party or developed by the Company), computer software
development rights, leases, franchises, customer lists, quality control procedures, grants and rights, goodwill, trademarks, service marks,
trade styles, trade names, patents, patent applications, copyrights, and income tax refunds;

(iv) All accounts, together with all instruments, all documents of title representing any of the foregoing, all rights in any
merchandising, goods, equipment, motor vehicles and trucks which any of the same may represent, and all right, title, security and
guaranties with respect to each account, including any right of stoppage in transit;

(v) All documents, letter-of-credit rights, instruments and chattel paper;

(vi) All commercial tort claims;

(vii) All deposit accounts and all cash (whether or not deposited in such deposit accounts);

(viii) All investment property;

(ix) All supporting obligations;

(x) All files, records, books of account, business papers, and computer programs; and

(xi) the products and proceeds of all of the foregoing Collateral set forth in clauses (i)-(ix) above.

Without limiting the generality of the foregoing, the "Collateral" shall include all investment property and general intangibles respecting
ownership and/or other equity interests in each subsidiary, including, without limitation, the shares of capital stock and the other equity
interests listed on Schedule H hereto (as the same may be modified from time to time pursuant to the terms hereof), and any other shares of
capital stock and/or other equity interests of any other direct or indirect subsidiary obtained in the future, and, in each case, all certificates
representing such shares and/or equity interests and, in each case, all rights, options, warrants, stock, other securities and/or equity interests
that may hereafter be received, receivable or distributed in respect of, or exchanged for, any of the foregoing and all rights arising under or
in connection with the Pledged Securities, including, but not limited to, all dividends, interest and cash.
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Notwithstanding the foregoing, nothing herein shall be deemed to constitute an assignment of any asset which, in the event of an
assignment, becomes void by operation of applicable law or the assignment of which is otherwise prohibited by applicable law (in each case
to the extent that such applicable law is not overridden by Sections 9-406, 9-407 and/or 9-408 of the UCC or other similar applicable law);
provided, however, that to the extent permitted by applicable law, this Agreement shall create a valid security interest in such asset and, to
the extent permitted by applicable law, this Agreement shall create a valid security interest in the proceeds of such asset.

(b) "Intellectual Property" means the collective reference to all rights, priorities and privileges relating to intellectual property, whether
arising under United States, multinational or foreign laws or otherwise, including, without limitation, (i) all copyrights arising under the
laws of the United States, any other country or any political subdivision thereof, whether registered or unregistered and whether published
or unpublished, all registrations and recordings thereof, and all applications in connection therewith, including, without limitation, all
registrations, recordings and applications in the United States Copyright Office, (ii) all letters patent of the United States, any other country
or any political subdivision thereof, all reissues and extensions thereof, and all applications for letters patent of the United States or any
other country and all divisions, continuations and continuations-in-part thereof, (iii) all trademarks, trade names, corporate names, company
names, business names, fictitious business names, trade dress, service marks, logos, domain names and other source or business identifiers,
and all goodwill associated therewith, now existing or hereafter adopted or acquired, all registrations and recordings thereof, and all
applications in connection therewith, whether in the United States Patent and Trademark Office or in any similar office or agency of the
United States, any State thereof or any other country or any political subdivision thereof, or otherwise, and all common law rights related
thereto, (iv) all trade secrets arising under the laws of the United States, any other country or any political subdivision thereof, (v) all rights
to obtain any reissues, renewals or extensions of the foregoing, (vi) all licenses for any of the foregoing, and (vii) all causes of action for
infringement of the foregoing.

(c) "Majority in Interest" means, at any time of determination, the majority in interest (based on then-outstanding principal amounts of
Notes at the time of such determination) of the Secured Parties.

(d) "Necessary Endorsement" means undated stock powers endorsed in blank or other proper instruments of assignment duly executed
and such other instruments or documents as the Agent (as that term is defined below) may reasonably request.

(e) "Obligations" means all of the liabilities and obligations (primary, secondary, direct, contingent, sole, joint or several) due or to
become due, or that are now or may be hereafter contracted or acquired, or owing to, of the Company to the Secured Parties under this
Agreement or the Notes, in each case, whether now or hereafter existing, voluntary or involuntary, direct or indirect, absolute or
contingent, liquidated or unliquidated, whether or not jointly owed with others, and whether or not from time to time decreased or
extinguished and later increased, created or incurred, and all or any portion of such obligations or liabilities that are paid, to the extent all or
any part of such payment is avoided or recovered directly or indirectly from any of the Secured Parties as a preference, fraudulent transfer
or otherwise as such obligations may be amended, supplemented, converted, extended or modified from time to time. Without limiting the
generality of the foregoing, the term "Obligations" shall include, without limitation: (i) principal of, and interest on the Notes; (ii) any and
all other fees, indemnities, costs, obligations and liabilities of the Company from time to time under or in connection with the Notes; and
(iii) all amounts (including but not limited to post- petition interest) in respect of the foregoing that would be payable but for the fact that
the obligations to pay such amounts are unenforceable or not allowable due to the existence of a bankruptcy, reorganization or similar
proceeding involving the Company.
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(f) "Pledged Interests" shall have the meaning ascribed to such term in Section 4(j).

 
(g) "Pledged Securities" shall have the meaning ascribed to such term in Section 4(i).

 
(h) "UCC" means the Uniform Commercial Code of the State of Connecticut and or any other applicable law of any state or states

which has jurisdiction with respect to all, or any portion of, the Collateral or this Agreement, from time to time. It is the intent of the parties
that defined terms in the UCC should be construed in their broadest sense so that the term "Collateral" will be construed in its broadest
sense. Accordingly if there are, from time to time, changes to defined terms in the UCC that broaden the definitions, they are incorporated
herein and if existing definitions in the UCC are broader than the amended definitions, the existing ones shall be controlling.

2. Grant of Security Interest in Collateral. As an inducement for the Secured Parties to participate in the Offering and to
purchase the Units consisting of the Notes and to secure the complete and timely payment, performance and discharge in full, as the case
may be, of all of the Obligations, the Company hereby unconditionally and irrevocably pledges, grants and hypothecates to the Secured
Parties a security interest in and to, a lien upon and a right of set-off against all of their respective right, title and interest of whatsoever kind
and nature in and to, the Collateral (a "Security Interest" and, collectively, the "Security Interests").

3. Delivery of Certain Collateral. No later than ten (10) days following the execution  of this Agreement, the Company shall
deliver or cause to be delivered to the Agent (a) any and all certificates and other instruments representing or evidencing the Pledged
Securities, and (b) any and all certificates and other instruments or documents representing any of the other Collateral, in each case,
together with all Necessary Endorsements.
 

       4. Representations, Warranties, Covenants and Agreements of the Debtors. Except as set forth under the corresponding
section of the disclosure schedules delivered to the Secured Parties concurrently herewith (the "Disclosure Schedules"), which Disclosure
Schedules shall be deemed a part hereof, the Company represents and warrants to, and covenants and agrees with, the Secured Parties as
follows:

(a) The Company has the requisite corporate power and authority to enter into this Agreement and otherwise to carry out its
obligations hereunder. The execution, delivery and performance by the Company of this Agreement and the filings contemplated herein
have been duly authorized by all necessary action on the part of the Company and no further action is required by the Company. This
Agreement has been duly executed by the Company and constitutes the legal, valid and binding obligation of the Company, enforceable
against the Company in accordance with its terms except as such enforceability may be limited by applicable bankruptcy, insolvency,
reorganization and similar laws of general application relating to or affecting the rights and remedies of creditors and by general principles
of equity.

(b) The Company has no place of business or offices where its books of account and records are kept (other than temporarily at
the offices of its attorneys or accountants) or places where Collateral is stored or located, except as set forth on Schedule A attached hereto.
Except as disclosed on Schedule A . none of such Collateral is in the possession of any consignee, bailee, warehouseman, agent or
processor.

(c) Except as set forth on Schedule B attached hereto, the Company is the sole owner of the Collateral (except for non-exclusive
licenses granted by the Company in the ordinary course of business), free and clear of any liens, security interests, encumbrances, rights or
claims, and is fully authorized to grant the Security Interests.
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(d) No written claim has been received that any Collateral or the Company's use of any Collateral violates the rights of any third
party. There has been no adverse decision to the Company’s claim of ownership rights in or exclusive rights to use the Collateral in any
jurisdiction or to the Company’s right to keep and maintain such Collateral in full force and effect, and there is no proceeding involving
said rights pending or, to the best knowledge of the Company, threatened before any court, judicial body, administrative or regulatory
agency, arbitrator or other governmental authority.

(e) The Company shall at all times maintain its books of account and records relating to the Collateral at its principal place of
business and its Collateral at the locations set forth on Schedule A attached hereto and may not relocate such books of account and records
or tangible Collateral unless it delivers to the Secured Parties at least 30 days prior to such relocation (i) written notice of such relocation
and the new location thereof (which must be within the United States) and (ii) evidence that appropriate financing statements under the
UCC and other necessary documents have been filed and recorded and other steps have been taken to perfect the Security Interests to
create in favor of the Secured Parties a valid, perfected and continuing perfected first priority lien in the Collateral.

(f) This Agreement creates in favor of the Secured Parties a valid security interest in the Collateral securing the payment and
performance of the Obligations. Upon making the filings described in the immediately following paragraph, all security interests created
hereunder in any Collateral which may be perfected by filing Uniform Commercial Code financing statements shall have been duly
perfected. Except for the filing of the Uniform Commercial Code financing statements referred to in the immediately following paragraph,
the execution and delivery of deposit account control agreements satisfying the requirements of Section 9-104(a)(2) of the UCC with
respect to each deposit account of the Company, and the delivery of the certificates and other instruments provided in Section 3, no action
is necessary to create, perfect or protect the security interests created hereunder. Without limiting the generality of the foregoing, except for
the filing of said financing statements and the execution and delivery of said deposit account control agreements, no consent of any third
parties and no authorization, approval or other action by, and no notice to or filing with, any governmental authority or regulatory body is
required for (i) the execution, delivery and performance of this Agreement, (ii) the creation or perfection of the Security Interests created
hereunder in the Collateral or (iii) the enforcement of the rights of the Agent and the Secured Parties hereunder.

(g) The Company hereby authorizes the Agent to file one or more financing statements under the UCC, with respect to the
Security Interests, with the proper filing and recording agencies in any jurisdiction deemed proper by it.

(h) The execution, delivery and performance of this Agreement by the Company does not (i) violate any of the provisions of any
of its charter documents or any judgment, decree, order or award of any court, governmental body or arbitrator or any applicable law, rule
or regulation applicable to the Company or (ii) conflict with, or constitute a default (or an event that with notice or lapse of time or both
would become a default) under, or give to others any rights of termination, amendment, acceleration or cancellation (with or without notice,
lapse of time or both) of, any agreement, credit facility, debt or other instrument (evidencing the Company’s debt or otherwise) or other
understanding to which the Company is a party or by which any property or asset of the Company is bound or affected.

(i) The capital stock and other equity interests listed on Schedule H hereto (the "Pledged Securities") represent all capital stock
and other equity interests owned, directly or indirectly, by the Company. All of the Pledged Securities are validly issued, fully paid and
non-assessable, and the Company is the legal and beneficial owner of the Pledged Securities, free and clear of any lien, security interest or
other encumbrance except for the security interests created by this Agreement.

(j) The ownership and other equity interests in partnerships and limited liability companies (if any) included in the Collateral (the
"Pledged Interests") by their express terms do not provide that they are securities governed by Article 8 of the UCC and are not held in a
securities account or by any financial intermediary.
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(k) The Company shall at all times maintain the liens and Security Interests provided for hereunder as valid and perfected first
priority liens and security interests in the Collateral in favor of the Secured Parties until this Agreement and the Security Interest hereunder
shall be terminated pursuant to Section 14 hereof. The Company hereby agrees to defend the same against the claims of any and all persons
and entities. The Company shall safeguard and protect all Collateral for the account of the Secured Parties. At the request of the Agent, the
Company will sign and deliver to the Agent on behalf of the Secured Parties at any time or from time to time one or more financing
statements pursuant to the UCC in form reasonably satisfactory to the Agent and will pay the cost of filing the same in all public offices
wherever filing is, or is deemed by the Agent to be, necessary or desirable to effect the rights and obligations provided for herein. Without
limiting the generality of the foregoing, the Company shall pay all fees, taxes and other amounts necessary to maintain the Collateral and
the Security Interests hereunder, and the Company shall obtain and furnish to the Agent from time to time, upon demand, such releases
and/or subordinations of claims and liens which may be required to maintain the priority of the Security Interests hereunder.

(l) The Company will not transfer, pledge, hypothecate, encumber, license, sell or otherwise dispose of any of the Collateral
(except for non-exclusive licenses granted by the Company in its ordinary course of business and sales of inventory by the Company in its
ordinary course of business) without the prior written consent of a Majority in Interest; provided, however, that the Company may sell
certain equipment that is not used in connection with its business provided the amount of such equipment does not exceed $100,000.

(m) The Company shall keep and preserve its equipment, inventory and other tangible Collateral in good condition, repair and
order and shall not operate or locate any such Collateral (or cause to be operated or located) in any area excluded from insurance coverage.

(n) The Company shall permit the Agent and its representatives and agents to inspect the Collateral during normal business hours
and upon reasonable prior notice, and to make copies of records pertaining to the Collateral as may be reasonably requested by the Agent
from time to time.

(o) The Company shall take all steps reasonably necessary to diligently pursue and seek to preserve, enforce and collect any
rights, claims, causes of action and accounts receivable in respect of the Collateral.

(p) The Company will not change its name, type of organization, jurisdiction of organization, organizational identification
number (if it has one), legal or corporate structure, or identity, or add any new fictitious name unless it provides at least 30 days prior
written notice to the Secured Parties of such change and, at the time of such written notification, the Company provides any financing
statements or fixture filings necessary to perfect and continue the perfection of the Security Interests granted and evidenced by this
Agreement.

(q) Except in the ordinary course of business, the Company may not consign any of its inventory or sell any of its inventory on
bill and hold, sale or return, sale on approval, or other conditional terms of sale without the consent of the Agent which shall not be
unreasonably withheld.

 29  



 

 

(r) The Company shall not relocate its chief executive office to a new location without providing 30 days prior written
notification thereof to the Secured Parties and so long as, at the time of such written notification, the Company provides any financing
statements or fixture filings necessary to perfect and continue the perfection of the Security Interests granted and evidenced by this
Agreement.

(s) At any time and from time to time that any Collateral consists of instruments, certificated securities or other items that require
or permit possession by the secured party to perfect the security interest created hereby, the Company shall deliver such Collateral to the
Agent.

(t) The Company, in its capacity as issuer, hereby agrees to comply with any and all orders and instructions of Agent regarding
the Pledged Interests consistent with the terms of this Agreement without the further consent of the Company as contemplated by Section
8-106 (or any successor section) of the UCC. Further, the Company agrees that it shall not enter into a similar agreement (or one that would
confer "control" within the meaning of Article 8 of the UCC) with any other person or entity.

(u) The Company shall cause all tangible chattel paper constituting Collateral to be delivered to the Agent, or, if such delivery is
not possible, then to cause such tangible chattel paper to contain a legend noting that it is subject to the security interest created by this
Agreement. To the extent that any Collateral consists of electronic chattel paper, the Company shall cause the underlying chattel paper to
be "marked" within the meaning of Section 9-105 of the UCC (or successor section thereto).

(v) If there is any investment property or deposit account included as Collateral that can be perfected by "control" through an
account control agreement, the Company shall cause such an account control agreement, in form and substance in each case satisfactory to
the Agent, to be entered into and delivered to the Agent for the benefit of the Secured Parties.

(w) To the extent that any Collateral consists of letter-of-credit rights, the Company shall cause the issuer of each underlying
letter of credit to consent to an assignment of the proceeds thereof to the Secured Parties.

(x) To the extent that any Collateral is in the possession of any third party, the Company shall join with the Agent in notifying
such third party of the Secured Parties' security interest in such Collateral and shall use its best efforts to obtain an acknowledgement and
agreement from such third party with respect to the Collateral, in form and substance reasonably satisfactory to the Agent.

(y) If the Company shall at any time hold or acquire a commercial tort claim, the Company shall promptly notify the Secured
Parties in a writing signed by the Company of the particulars thereof and grant to the Secured Parties in such writing a security interest
therein and in the proceeds thereof, all upon the terms of this Agreement, with such writing to be in form and substance satisfactory to the
Agent.

(z) The Company shall immediately provide written notice to the Secured Parties of any and all accounts which arise out of
contracts with any governmental authority and, to the extent necessary to perfect or continue the perfected status of the Security Interests in
such accounts and proceeds thereof, shall execute and deliver to the Agent an assignment of claims for such accounts and cooperate with
the Agent in taking any other steps required, in its judgment, under the Federal Assignment of Claims Act or any similar federal, state or
local statute or rule to perfect or continue the perfected status of the Security Interests in such accounts and proceeds thereof.
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(aa) The Company shall cause each subsidiary of the Company to immediately become a party hereto (an "Additional
Debtor"), by executing and delivering an Additional Debtor Joinder in substantially the form of Annex A attached hereto and comply with
the provisions hereof applicable to the Company. Concurrent therewith, the Additional Debtor shall deliver replacement schedules for, or
supplements to all other Schedules to (or referred to in) this Agreement, as applicable, which replacement schedules shall supersede, or
supplements shall modify, the Schedules then in effect. The Additional Debtor shall also deliver such authorizing resolutions, good
standing certificates, incumbency certificates, organizational documents, financing statements and other information and documentation as
the Agent may reasonably request. Upon delivery of the foregoing to the Agent, the Additional Debtor shall be and become a party to this
Agreement with the same rights and obligations as the Company, for all purposes hereof as fully and to the same extent as if it were an
original signatory hereto and shall be deemed to have made the representations, warranties and covenants set forth herein as of the date of
execution and delivery of such Additional Debtor Joinder.

(bb) The Company shall vote the Pledged Securities to comply with the covenants and agreements set forth herein and in the
Notes.

(cc) In the event that, upon an occurrence of an Event of Default, Agent shall sell all or any of the Pledged Securities to
another party or parties (herein called the "Transferee") or shall purchase or retain all or any of the Pledged Securities, the Company shall,
to the extent applicable: (i) deliver to Agent or the Transferee, as the case may be, the articles of incorporation, bylaws, minute books, stock
certificate books, corporate seals, deeds, leases, indentures, agreements, evidences of indebtedness, books of account, financial records and
all other organizational documents and records of the Company and their direct and indirect subsidiaries; (ii) use its best efforts to obtain
resignations of the persons then serving as officers and directors of the Company and their direct and indirect subsidiaries, if so requested;
and (iii) use its best efforts to obtain any approvals that are required by any governmental or regulatory body in order to permit the sale of
the Pledged Securities to the Transferee or the purchase or retention of the Pledged Securities by Agent and allow the Transferee or Agent
to continue the business of the Company and their direct and indirect subsidiaries. Such sale shall be subject to Company's right of
redemption in satisfaction of the Company's Obligations as provided in the Uniform Commercial Code of California.

(dd) Without limiting the generality of the other obligations of the Company hereunder, the Company, to the extent
applicable, shall promptly (i) cause to be registered at the United States Copyright Office all of its material copyrights, (ii) cause the
security interest contemplated hereby with respect to all Intellectual Property registered at the United States Copyright Office or United
States Patent and Trademark Office to be duly recorded at the applicable office, and (iii) give the Agent notice whenever it acquires
(whether absolutely or by license) or creates any additional material Intellectual Property.

(ee) The Company will from time to time, at its own expense, promptly execute and deliver all such further instruments and
documents, and take all such further action as may be necessary or desirable, or as the Agent may reasonably request, in order to perfect
and protect any security interest granted or purported to be granted hereby or to enable the Secured Parties to exercise and enforce their
rights and remedies hereunder and with respect to any Collateral or to otherwise carry out the purposes of this Agreement.

(ff) Schedule F attached hereto lists all of the patents, patent applications, trademarks, trademark applications, registered
copyrights, and domain names owned by the Company as of the date hereof. Schedule F lists all material licenses in favor of the Company
for the use of any patents, trademarks, copyrights and domain names as of the date hereof. All material patents and trademarks of the
Company have been duly recorded at the United States Patent and Trademark Office and all material copyrights of the Company have
been duly recorded at the United States Copyright Office.

5. Effect of Pledge on Certain Rights. If any of the Collateral subject to this Agreement consists of nonvoting equity or ownership
interests (regardless of class, designation, preference or rights) that may be converted into voting equity or ownership interests upon the
occurrence of certain events (including, without limitation, upon the transfer of all or any of the other stock or assets of the issuer), it is
agreed that the pledge of such equity or ownership interests pursuant to this Agreement or the enforcement of any of Agent's rights
hereunder shall not be deemed to be the type of event which would trigger such conversion rights notwithstanding any provisions in the
organizational documents or agreements to which the Company is subject.

 31  



 

 

6. Defaults. The following events shall be "Events of Default":

(a) The occurrence of an Event of Default (as defined in the Notes) under the Notes;

(b) Any representation or warranty of the Company in this Agreement shall prove to have been incorrect in any material respect
when made; or

(c) The failure by the Company to observe or perform any of its material obligations hereunder for fifteen (15) days after delivery
to the Company of notice of such failure by or on behalf of a Secured Party unless such default is capable of cure but cannot be cured
within such time frame and the Company is using best efforts to cure same in a timely fashion.

7. Duty To Hold In Trust.

(a) Upon the occurrence of any Event of Default and at any time thereafter, the Company shall, upon receipt of any revenue,
income, dividend, interest or other sums subject to the Security Interests, whether payable pursuant to the Notes or otherwise, or of any
check, draft, note, trade acceptance or other instrument evidencing an obligation to pay any such sum, hold the same in trust for the
Secured Parties and shall forthwith endorse and transfer any such sums or instruments, or both, to the Secured Parties, pro-rata in
proportion to their respective then-currently outstanding principal amount of Notes for application to the satisfaction of the Obligations
(and if any Note is not outstanding, pro-rata in proportion to the initial purchases of the remaining Notes).

(b) If the Company shall become entitled to receive or shall receive any securities or other property (including, without
limitation, shares of Pledged Securities or instruments representing Pledged Securities acquired after the date hereof, or any options,
warrants, rights or other similar property or certificates representing a dividend, or any distribution in connection with any recapitalization,
reclassification or increase or reduction of capital, or issued in connection with any reorganization of the Company or any of its direct or
indirect subsidiaries) in respect of the Pledged Securities (whether as an addition to, in substitution of, or in exchange for, such Pledged
Securities or otherwise), the Company agrees to (i) accept the same as the agent of the Secured Parties; (ii) hold the same in trust on behalf
of and for the benefit of the Secured Parties; and (iii) to deliver any and all certificates or instruments evidencing the same to Agent on or
before the close of business on the fifth business day following the receipt thereof by the Company, in the exact form received together
with the Necessary Endorsements, to be held by Agent subject to the terms of this Agreement as Collateral.

8. Rights and Remedies Upon Default.

(a) Upon the occurrence of any Event of Default and at any time thereafter, the Secured Parties, acting through the Agent, shall
have the right to exercise all of the remedies conferred hereunder and under the Notes, and the Secured Parties shall have all the rights and
remedies of a secured party under the UCC. Without limitation, the Agent, for the benefit of the Secured Parties, shall have the following
rights and powers:

(i) The Agent shall have the right to take possession of the Collateral and, for that purpose, enter, with the aid and assistance
of any person, any premises where the Collateral, or any part thereof, is or may be placed and remove the same, and the Company shall
assemble the Collateral and make it available to the Agent at places which the Agent shall reasonably select, whether at the Company's
premises or elsewhere, and make available to the Agent, without rent, all of the Company’s premises and facilities for the purpose of the
Agent taking possession of, removing or putting the Collateral in saleable or disposable form. The Agent shall be entitled to hold, maintain,
preserve and prepare the Collateral for sale, until disposed of, or may propose to retain the Collateral subject to Company's right of
redemption in satisfaction of the Company's Obligations as provided in the Uniform Commercial Code of California.
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(ii) Upon notice to the Company by Agent, all rights of the Company to exercise the voting and other consensual rights
which it would otherwise be entitled to exercise and all rights of the Company to receive the dividends and interest which it would
otherwise be authorized to receive and retain, shall cease. Upon such notice, Agent shall have the right to receive, for the benefit of the
Secured Parties, any interest, cash dividends or other payments on the Collateral and, at the option of Agent, to exercise in such Agent's
discretion all voting rights pertaining thereto. Without limiting the generality of the foregoing, Agent shall have the right (but not the
obligation) to exercise all rights with respect to the Collateral as it were the sole and absolute owner thereof, including, without limitation,
to vote and/or to exchange, at its sole discretion, any or all of the Collateral in connection with a merger, reorganization, consolidation,
recapitalization or other readjustment concerning or involving the Collateral or the Company or any of its direct or indirect subsidiaries.

(iii) The Agent shall have the right to operate the business of the Company using the Collateral and shall have the right to
assign, sell, lease or otherwise dispose of and deliver all or any part of the Collateral, at public or private sale or otherwise, either with or
without special conditions or stipulations, for cash or on credit or for future delivery, in such parcel or parcels and at such time or times and
at such place or places, and upon such terms and conditions as the Agent may deem commercially reasonable, subject to Company's right of
redemption in satisfaction of the Company's Obligations as provided in the Uniform Commercial Code of California. Upon each such sale,
lease, assignment or other transfer of Collateral, the Agent, for the benefit of the Secured Parties, may, unless prohibited by applicable law
which cannot be waived, purchase all or any part of the Collateral being sold, subject to Company's right of redemption in satisfaction of
the Company's Obligations as provided in the Uniform Commercial Code of California.

(iv) The Agent shall have the right (but not the obligation) to notify any account debtors and any obligors under instruments
or accounts to make payments directly to the Agent, on behalf of the Secured Parties, and to enforce the Company’s rights against such
account debtors and obligors.

(v) The Agent, for the benefit of the Secured Parties, may (but is not obligated to) direct any financial intermediary or any
other person or entity holding any investment property to transfer the same to the Agent, on behalf of the Secured Parties, or its designee.

(vi) The Agent may (but is not obligated to) transfer any or all Intellectual Property registered in the name of the Company
at the United States Patent and Trademark Office and/or Copyright Office into the name of the Secured Parties or any designee or any
purchaser of any Collateral.

(b) The Agent shall comply with any applicable law in connection with a disposition of Collateral and such compliance will not
be considered adversely to affect the commercial reasonableness of any sale of the Collateral. The Agent may sell the Collateral without
giving any warranties and may specifically disclaim such warranties. If the Agent sells any of the Collateral on credit, the Company will
only be credited with payments actually made by the purchaser. In addition, the Company waives any and all rights that it may have to a
judicial hearing in advance of the enforcement of any of the Agent's rights and remedies hereunder, including, without limitation, its right
following an Event of Default to take immediate possession of the Collateral and to exercise its rights and remedies with respect thereto.

(c) For the purpose of enabling the Agent to further exercise rights and remedies under this Section 8 or elsewhere provided by
agreement or applicable law, the Company hereby grants to the Agent, for the benefit of the Agent and the Secured Parties, an irrevocable,
nonexclusive license (exercisable without payment of royalty or other compensation to the Company) to use, license or sublicense
following an Event of Default, any Intellectual Property now owned or hereafter acquired by the Company, and wherever the same may be
located, and including in such license access to all media in which any of the licensed items may be recorded or stored and to all computer
software and programs used for the compilation or printout thereof.
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9.  Applications of Proceeds. The proceeds of any such sale, lease or other disposition  of the Collateral hereunder or from

payments made on account of any insurance policy insuring any portion of the Collateral shall be applied first, to the expenses of retaking,
holding, storing, processing and preparing for sale, selling, and the like (including, without limitation, any taxes, fees and other costs
incurred in connection therewith) of the Collateral, to the reasonable attorneys' fees and expenses incurred by the Agent in enforcing the
Secured Parties' rights hereunder and in connection with collecting, storing and disposing of the Collateral, and then to satisfaction of the
Obligations pro rata among the Secured Parties (based on then-outstanding principal amounts of Notes at the time of any such
determination), and to the payment of any other amounts required by applicable law, after which the Secured Parties shall pay to the
Company any surplus proceeds. To the extent permitted by applicable law, the Company waives all claims, damages and demands against
the Secured Parties arising out of the repossession, removal, retention or sale of the Collateral, unless due solely to the gross- negligence or
willful misconduct of the Secured Parties as determined by a final judgment (not subject to further appeal) of a court of competent
jurisdiction.

10.  Securities Law Provision. The Company recognizes that Agent may be limited in its ability to effect a sale to the public of all
or part of the Pledged Securities by reason of certain prohibitions in the Securities Act of 1933, as amended, or other federal or state
securities laws (collectively, the "Securities Laws"), and may be compelled to resort to one or more sales to a restricted group of purchasers
who may be required to agree to acquire the Pledged Securities for their own account, for investment and not with a view to the distribution
or resale thereof. The Company agrees that sales so made may be at prices and on terms less favorable than if the Pledged Securities were
sold to the public, and that Agent has no obligation to delay the sale of any Pledged Securities for the period of time necessary to register
the Pledged Securities for sale to the public under the Securities Laws. The Company shall cooperate with Agent in its attempt to satisfy
any requirements under the Securities Laws (including, without limitation, registration thereunder if requested by Agent) applicable to the
sale of the Pledged Securities by Agent.
 

11.  Costs and Expenses. The Company agrees to pay all reasonable out-of-pocket fees, costs and expenses incurred in connection
with any filing required hereunder, including without limitation, any financing statements pursuant to the UCC, continuation statements,
partial releases and/or termination statements related thereto or any expenses of any searches reasonably required by the Agent. The
Company shall also pay all other claims and charges which in the reasonable opinion of the Agent is reasonably likely to prejudice, imperil
or otherwise affect the Collateral or the Security Interests therein. The Company will also, upon demand, pay to the Agent the amount of
any and all reasonable expenses, including the reasonable fees and expenses of its counsel and of any experts and agents, which the Agent,
for the benefit of the Secured Parties, may incur in connection with the creation, perfection, protection, satisfaction, foreclosure, collection
or enforcement of the Security Interest and the preparation, administration, continuance, amendment or enforcement of this Agreement and
pay to the Agent the amount of any and all reasonable expenses, including the reasonable fees and expenses of its counsel and of any
experts and agents, which the Agent, for the benefit of the Secured Parties, and the Secured Parties may incur in connection with (i) the
enforcement of this Agreement, (ii) the custody or preservation of, or the sale of, collection from, or other realization upon, any of the
Collateral, or (iii) the exercise or enforcement of any of the rights of the Secured Parties under the Notes. Until so paid, any fees payable
hereunder shall be added to the principal amount of the Notes and shall bear interest at the Default Rate.
 

12. Responsibility for Collateral. The Company assumes all liabilities and responsibility in connection with all Collateral, and
the Obligations shall in no way be affected or diminished by reason of the loss, destruction, damage or theft of any of the Collateral or its
unavailability for any reason. Without limiting the generality of the foregoing, (a) neither the Agent nor any Secured Party (i) has any duty
(either before or after an Event of Default) to collect any amounts in respect of the Collateral or to preserve any rights relating to the
Collateral, or (ii) has any obligation to clean-up or otherwise prepare the Collateral for sale, and (b) the Company shall remain obligated
and liable under each contract or agreement included in the Collateral to be observed or performed by the Company thereunder. Neither the
Agent nor any Secured Party shall have any obligation or liability under any such contract or agreement by reason of or arising out of this
Agreement or the receipt by the Agent or any Secured Party of any payment relating to any of the Collateral, nor shall the Agent or any
Secured Party be obligated in any manner to perform any of the obligations of the Company under or pursuant to any such contract or
agreement, to make inquiry as to the nature or sufficiency of any payment received by the Agent or any Secured Party in respect of the
Collateral or as to the sufficiency of any performance by any party under any such contract or agreement, to present or file any claim, to
take any action to enforce any performance or to collect the payment of any amounts which may have been assigned to the Agent or to
which the Agent or any Secured Party may be entitled at any time or times.
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13.  Security Interests Absolute.  All rights of the Secured Parties and all obligations of the Company hereunder, shall be absolute
and unconditional, irrespective of: (a) any lack of validity or enforceability of this Agreement, the Notes or any agreement entered into in
connection with the foregoing, or any portion hereof or thereof; (b) any change in the time, manner or place of payment or performance of,
or in any other term of, all or any of the Obligations, or any other amendment or waiver of or any consent to any departure from the Notes
or any other agreement entered into in connection with the foregoing; (c) any exchange, release or nonperfection of any of the Collateral, or
any release or amendment or waiver of or consent to departure from any other collateral for, or any guarantee, or any other security, for all
or any of the Obligations; (d) any action by the Secured Parties to obtain, adjust, settle and cancel in its sole discretion any insurance claims
or matters made or arising in connection with the Collateral; or (e) any other circumstance which might otherwise constitute any legal or
equitable defense available to the Company, or a discharge of all or any part of the Security Interests granted hereby. Until the Obligations
shall have been paid and performed in full, the rights of the Secured Parties shall continue even if the Obligations are barred for any
reason, including, without limitation, the running of the statute of limitations or bankruptcy. The Company expressly waives presentment,
protest, notice of protest, demand, notice of nonpayment and demand for performance. In the event that at any time any transfer of any
Collateral or any payment received by the Secured Parties hereunder shall be deemed by final order of a court of competent jurisdiction to
have been a voidable preference or fraudulent conveyance under the bankruptcy or insolvency laws of the United States, or shall be
deemed to be otherwise due to any party other than the Secured Parties, then, in any such event, The Company’s obligations hereunder
shall survive cancellation of this Agreement, and shall not be discharged or satisfied by any prior payment thereof and/or cancellation of
this Agreement, but shall remain a valid and binding obligation enforceable in accordance with the terms and provisions hereof. The
Company waives all right to require the Secured Parties to proceed against any other person or entity or to apply any Collateral which the
Secured Parties may hold at any time, or to marshal assets, or to pursue any other remedy. The Company waives any defense arising by
reason of the application of the statute of limitations to any obligation secured hereby.

14.  Term of Agreement. This Agreement and the Security Interests shall terminate on  the date on which the Notes have been
indefeasibly paid in full in accordance with the terms thereof, and all other Obligations have been paid or discharged; provided, however,
that all indemnities of the Company contained in this Agreement (including, without limitation, Annex B hereto) shall survive and remain
operative and in full force and effect regardless of the termination of this Agreement.

15.  Provisions Herein Shall be Controlling. In the event of a conflict between any of the terms contained herein and in the Notes,
the terms contained in this Agreement shall prevail.

16.  Power of Attorney; Further Assurances.

(a) The Company authorizes the Agent, and does hereby make, constitute and appoint the Agent and its officers, agents, successors or
assigns with full power of substitution, as the Company’s true and lawful attorney-in-fact, with power, in the name of the Agent or the
Company, to, after the occurrence and during the continuance of an Event of Default, (i) endorse any note, checks, drafts, money orders or
other instruments of payment (including payments payable under or in respect of any policy of insurance) in respect of the Collateral that
may come into possession of the Agent; (ii) to sign and endorse any financing statement pursuant to the UCC or any invoice, freight or
express bill, bill of lading, storage or warehouse receipts, drafts against debtors, assignments, verifications and notices in connection with
accounts, and other documents relating to the Collateral; (iii) to pay or discharge taxes, liens, security interests or other encumbrances at
any time levied or placed on or threatened against the Collateral; (iv) to demand, collect, receipt for, compromise, settle and sue for monies
due in respect of the Collateral; (v) to transfer any Intellectual Property or provide licenses respecting any Intellectual Property; and (vi)
generally, at the option of the Agent, and at the expense of the Company, at any time, or from time to time, to execute and deliver any and
all documents and instruments and to do all acts and things which the Agent deems necessary to protect, preserve and realize upon the
Collateral and the Security Interests granted therein in order to effect the intent of this Agreement and the Notes all as fully and effectually
as the Company might or could do; and the Company hereby ratifies all that said attorney shall lawfully do or cause to be done by virtue
hereof. This power of attorney is coupled with an interest and shall be irrevocable for the term of this Agreement and thereafter as long as
any of the Obligations shall be outstanding. The designation set forth herein shall be deemed to amend and supersede any inconsistent
provision in the organizational documents or other documents or agreements to which the Company is subject or to which the Company is
a party. Without limiting the generality of the foregoing, after the occurrence and during the continuance of an Event of Default, each
Secured Party is specifically authorized to execute and file any applications for or instruments of transfer and assignment of any patents,
trademarks, copyrights or other Intellectual Property with the United States Patent and Trademark Office and the United States Copyright
Office.
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(b) On a continuing basis, the Company will make, execute, acknowledge, deliver, file and record, as the case may be, with the
proper filing and recording agencies in any jurisdiction, all such instruments, and take all such action as may reasonably be deemed
necessary or advisable, or as reasonably requested by the Agent, to perfect the Security Interests granted hereunder and otherwise to carry
out the intent and purposes of

(c) this Agreement, or for assuring and confirming to the Agent the grant or perfection of a perfected security interest in all the
Collateral under the UCC.

(d) The Company hereby irrevocably appoints the Agent as the Company's attorney-in-fact, with full authority in the place and
instead of the Company and in the name of the Company, from time to time in the Agent's discretion, to take any action and to execute any
instrument which the Agent may deem necessary or advisable to accomplish the purposes of this Agreement, including the filing, in its sole
discretion, of one or more financing or continuation statements and amendments thereto, relative to any of the Collateral without the
signature of the Company where permitted by law, which financing statements may (but need not) describe the Collateral as "all assets" or
"all personal property" or words of like import, and ratifies all such actions taken by the Agent. This power of attorney is coupled with an
interest and shall be irrevocable for the term of this Agreement and thereafter as long as any of the Obligations shall be outstanding.

17.  Notices. All notices, requests, demands and other communications hereunder shall be subject to the notice provision of the
Subscription Agreement.

18.  Other Security. To the extent that the Obligations are now or hereafter secured by  property other than the Collateral or by the
guarantee, endorsement or property of any other person, firm, corporation or other entity, then the Agent shall have the right, in its sole
discretion, to pursue, relinquish, subordinate, modify or take any other action with respect thereto, without in any way modifying or
affecting any of the Secured Parties' rights and remedies hereunder.

16.  Appointment of Agent. The Secured Parties hereby appoint __________________ nto act as their agent (" Agent") for purposes
of exercising any and all rights and remedies of the Secured Parties hereunder. Such appointment shall continue until revoked in writing by
a Majority in Interest, at which time a Majority in Interest shall appoint a new Agent. The Agent shall have the rights, responsibilities and
immunities set forth in Annex B hereto.

19.  Miscellaneous.

(a) No course of dealing between the Company and the Secured Parties, nor any failure to exercise, nor any delay in exercising,
on the part of the Secured Parties, any right, power or privilege hereunder or under the Notes shall operate as a waiver thereof; nor shall
any single or partial exercise of any right, power or privilege hereunder or thereunder preclude any other or further exercise thereof or the
exercise of any other right, power or privilege.

(b) All of the rights and remedies of the Secured Parties with respect to the Collateral, whether established hereby or by the Notes
shall be cumulative and may be exercised singly or concurrently.
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(c) This Agreement, together with the exhibits and schedules hereto, contain the entire understanding of the parties with respect to
the subject matter hereof and supersede all prior agreements and understandings, oral or written, with respect to such matters, which the
parties acknowledge have been merged into this Agreement and the exhibits and schedules hereto. No provision of this Agreement may be
waived, modified, supplemented or amended except in a written instrument signed, in the case of an amendment, by the Company and the
Secured Parties or, in the case of a waiver, by the party against whom enforcement of any such waived provision is sought.

(d) If any term, provision, covenant or restriction of this Agreement is held by a court of competent jurisdiction to be invalid,
illegal, void or unenforceable, the remainder of the terms, provisions, covenants and restrictions set forth herein shall remain in full force
and effect and shall in no way be affected, impaired or invalidated, and the parties hereto shall use their commercially reasonable efforts to
find and employ an alternative means to achieve the same or substantially the same result as that contemplated by such term, provision,
covenant or restriction. It is hereby stipulated and declared to be the intention of the parties that they would have executed the remaining
terms, provisions, covenants and restrictions without including any of such that may be hereafter declared invalid, illegal, void or
unenforceable.

(e) No waiver of any default with respect to any provision, condition or requirement of this Agreement shall be deemed to be a
continuing waiver in the future or a waiver of any subsequent default or a waiver of any other provision, condition or requirement hereof,
nor shall any delay or omission of any party to exercise any right hereunder in any manner impair the exercise of any such right.

(f) This Agreement shall be binding upon and inure to the benefit of the parties and their successors and permitted assigns. The
Company may not assign this Agreement or any rights or obligations hereunder without the prior written consent of the Majority in Interest
(other than by merger). Any Secured Party may assign any or all of its rights under this Agreement to any Person (as defined in the
Purchase Agreement) to whom such Secured Party assigns or transfers any Obligations, provided such transferee agrees in writing to be
bound, with respect to the transferred Obligations, by the provisions of this Agreement that apply to the "Secured Parties."

(g) Each party shall take such further action and execute and deliver such further documents as may be necessary or appropriate
in order to carry out the provisions and purposes of this Agreement. All questions concerning the construction, validity, enforcement and
interpretation of this Agreement shall be governed by and construed and enforced in accordance with the internal laws of the State of
Connecticut, without regard to the principles of conflicts of law thereof. The Company agrees that all proceedings concerning the
interpretations, enforcement and defense of the transactions contemplated by this Agreement and the Notes (whether brought against a
party hereto or its respective affiliates, directors, officers, shareholders, partners, members, employees or agents) shall be commenced
exclusively in the state and federal courts sitting in the City of Hartford, Connecticut. The Company hereby irrevocably submits to the
exclusive jurisdiction of the state and federal courts sitting in Hartford, Connecticut for the adjudication of any dispute hereunder or in
connection herewith or with any transaction contemplated hereby or discussed herein, and hereby irrevocably waives, and agrees not to
assert in any proceeding, any claim that it is not personally subject to the jurisdiction of any such court, that such proceeding is improper.
Each party hereto hereby irrevocably waives personal service of process and consents to process being served in any such proceeding by
mailing a copy thereof via registered or certified mail or overnight delivery (with evidence of delivery) to such party at the address in effect
for notices to it under this Agreement and agrees that such service shall constitute good and sufficient service of process and notice thereof.
Nothing contained herein shall be deemed to limit in any way any right to serve process in any manner permitted by law. Each party hereto
hereby irrevocably waives, to the fullest extent permitted by applicable law, any and all right to trial by jury in any legal proceeding arising
out of or relating to this Agreement or the transactions contemplated hereby.
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(h) This Agreement may be executed in any number of counterparts, each of which when so executed shall be deemed to be an
original and, all of which taken together shall constitute one and the same Agreement. In the event that any signature is delivered by
facsimile transmission, such signature shall create a valid binding obligation of the party executing (or on whose behalf such signature is
executed) the same with the same force and effect as if such facsimile signature were the original thereof.

(i) The Company shall indemnify, reimburse and hold harmless the Agent and the Secured Parties and their respective partners,
members, shareholders, officers, directors, employees and agents (and any other persons with other titles that have similar functions)
(collectively, " Indemnitees") from and against any and all losses, claims, liabilities, damages, penalties, suits, costs and expenses, of any
kind or nature, (including fees relating to the cost of investigating and defending any of the foregoing) imposed on, incurred by or asserted
against such Indemnitee in any way related to or arising from or alleged to arise from this Agreement or the Collateral, except any such
losses, claims, liabilities, damages, penalties, suits, costs and expenses which result from the gross negligence or willful misconduct of the
Indemnitee as determined by a final, nonappealable decision of a court of competent jurisdiction. This indemnification provision is in
addition to, and not in limitation of, any other indemnification provision in the Notes.

(j) Nothing in this Agreement shall be construed to subject Agent or any Secured Party to liability as a partner in the Company or
any if its direct or indirect subsidiaries that is a partnership or as a stockholder in the Company or any of its direct or indirect subsidiaries
that is a limited liability company, nor shall Agent or any Secured Party be deemed to have assumed any obligations under any partnership
agreement or limited liability company agreement, as applicable, of the Company or any if its direct or indirect subsidiaries or otherwise,
unless and until any such Secured Party exercises its right to be substituted for the Company as a stockholder pursuant hereto.

(k) To the extent that the grant of the security interest in the Collateral and the enforcement of the terms hereof require the
consent, approval or action of any partner or member, as applicable, of the Company or any direct or indirect subsidiary of the Company or
compliance with any provisions of any of the organizational documents, the Company hereby grants such consent and approval and waives
any such noncompliance with the terms of said documents.

 
[SIGNATURE PAGES FOLLOW]
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  IN WITNESS WHEREOF, the parties hereto have caused this Security Agreement to be duly executed on the day and year first
above written.
 
 

 PROVISION HOLDING, INC.
  
 By: 
  Name:

Title:
  

 
Print name of Secured Party _____________________________
 
 
Signature of Secured Party: ______________________________
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ANNEX A to
SECURITY AGREEMENT

 
 

FORM OF ADDITIONAL DEBTOR JOINDER
 

Security Agreement dated as of _______________, 2016 made by Provision Holding, Inc.
 

and its subsidiaries party thereto from time to time to and in favor of
 

the Secured Parties identified therein (the " Security Agreement''")

 
Reference is made to the Security Agreement as defined above; capitalized terms used herein and not otherwise defined herein shall

have the meanings given to such terms in, or by reference in, the Security Agreement.

The undersigned hereby agrees that upon delivery of this Additional Debtor Joinder to the Secured Parties referred to above, the
undersigned shall (a) be an Additional Debtor under the Security Agreement, (b) have all the rights and obligations of the Company under
the Security Agreement as fully and to the same extent as if the undersigned was an original signatory thereto and (c) be deemed to have
made the representations and warranties set forth therein as of the date of execution and delivery of this Additional Debtor Joinder.
WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, THE UNDERSIGNED SPECIFICALLY GRANTS TO THE
SECURED PARTIES A SECURITY INTEREST IN THE COLLATERAL AS MORE FULLY SET FORTH IN THE SECURITY
AGREEMENT AND ACKNOWLEDGES AND AGREES TO THE WAIVER OF JURY TRIAL PROVISIONS SET FORTH THEREIN.

Attached hereto are supplemental and/or replacement Schedules to the Security Agreement, as applicable.

An executed copy of this Joinder shall be delivered to the Secured Parties, and the Secured Parties may rely on the matters set forth
herein on or after the date hereof. This Joinder shall not be modified, amended or terminated without the prior written consent of the
Secured Parties.

IN WITNESS WHEREOF, the undersigned has caused this Joinder to be executed in the name and on behalf of the undersigned.

 [Name of Additional Debtor]  
   
 By:  
 Name:  
 Title:  
 Address:  
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  ANNEX B to

SECURITY AGREEMENT

THE AGENT

 
1. Appointment. The Secured Parties (all capitalized terms used herein and not otherwise defined shall have the respective meanings

provided in the Security Agreement to which this Annex B is attached (the " Agreement")), by their acceptance of the benefits of the
Agreement, hereby designate ____________________ (Agent") as the Agent to act as specified herein and in the Agreement. Each Secured
Party shall be deemed irrevocably to authorize the Agent to take such action on its behalf under the provisions of the Agreement and any
other Transaction Document (as such term is defined in the Subscription Agreement) and to exercise such powers and to perform such
duties hereunder and thereunder as are specifically delegated to or required of the Agent by the terms hereof and thereof and such other
powers as are reasonably incidental thereto. The Agent may perform any of its duties hereunder by or through its agents or employees.

2. Nature of Duties. The Agent shall have no duties or responsibilities except those expressly set forth in the Agreement. Neither the
Agent nor any of its partners, members, shareholders, officers, directors, employees or agents shall be liable for any action taken or omitted
by it as such under the Agreement or hereunder or in connection herewith or therewith, be responsible for the consequence of any oversight
or error of judgment or answerable for any loss, unless caused solely by its or their gross negligence or willful misconduct as determined by
a final judgment (not subject to further appeal) of a court of competent jurisdiction. The duties of the Agent shall be mechanical and
administrative in nature; the Agent shall not have by reason of the Agreement or any other Transaction Document a fiduciary relationship
in respect of the Company or any Secured Party; and nothing in the Agreement or any other Transaction Document, expressed or implied,
is intended to or shall be so construed as to impose upon the Agent any obligations in respect of the Agreement or any other Transaction
Document except as expressly set forth herein and therein.

3. Lack of Reliance on the Agent.  Independently and without reliance upon the Agent, each Secured Party, to the extent it deems
appropriate, has made and shall continue to make (i) its own independent investigation of the financial condition and affairs of the
Company and its subsidiaries in connection with such Secured Party's investment in the Company, the creation and continuance of the
Obligations, the transactions contemplated by the Transaction Documents, and the taking or not taking of any action in connection
therewith, and (ii) its own appraisal of the creditworthiness of the Company and its subsidiaries, and of the value of the Collateral from time
to time, and the Agent shall have no duty or responsibility, either initially or on a continuing basis, to provide any Secured Party with any
credit, market or other information with respect thereto, whether coming into its possession before any Obligations are incurred or at any
time or times thereafter. The Agent shall not be responsible to the Company or any Secured Party for any recitals, statements, information,
representations or warranties herein or in any document, certificate or other writing delivered in connection herewith, or for the execution,
effectiveness, genuineness, validity, enforceability, perfection, collectibility, priority or sufficiency of the Agreement or any other
Transaction Document, or for the financial condition of the Company or the value of any of the Collateral, or be required to make any
inquiry concerning either the performance or observance of any of the terms, provisions or conditions of the Agreement or any other
Transaction Document, or the financial condition of the Company, or the value of any of the Collateral, or the existence or possible
existence of any default or Event of Default under the Agreement, the Notes or any of the other Transaction Documents.
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4. Certain Rights of the Agent. The Agent shall have the right to take any action with respect to the Collateral, on behalf of all of the
Secured Parties. To the extent practical, the Agent shall request instructions from the Secured Parties with respect to any material act or
action (including failure to act) in connection with the Agreement or any other Transaction Document, and shall be entitled to act or refrain
from acting in accordance with the instructions of a Majority in Interest; if such instructions are not provided despite the Agent's request
therefor, the Agent shall be entitled to refrain from such act or taking such action, and if such action is taken, shall be entitled to appropriate
indemnification from the Secured Parties in respect of actions to be taken by the Agent; and the Agent shall not incur liability to any person
or entity by reason of so refraining. Without limiting the foregoing, (a) no Secured Party shall have any right of action whatsoever against
the Agent as a result of the Agent acting or refraining from acting hereunder in accordance with the terms of the Agreement or any other
Transaction Document, and the Company shall have no right to question or challenge the authority of, or the instructions given to, the
Agent pursuant to the foregoing and (b) the Agent shall not be required to take any action which the Agent believes (i) could reasonably be
expected to expose it to personal liability or (ii) is contrary to this Agreement, the Transaction Documents or applicable law.

5. Reliance. The Agent shall be entitled to rely, and shall be fully protected in relying, upon any writing, resolution, notice, statement,
certificate, telex, teletype or telecopier message, cablegram, radiogram, order or other document or telephone message signed, sent or made
by the proper person or entity, and, with respect to all legal matters pertaining to the Agreement and the other Transaction Documents and
its duties thereunder, upon advice of counsel selected by it and upon all other matters pertaining to this Agreement and the other
Transaction Documents and its duties thereunder, upon advice of other experts selected by it. Anything to the contrary notwithstanding, the
Agent shall have no obligation whatsoever to any Secured Party to assure that the Collateral exists or is owned by the Company or is cared
for, protected or insured or that the liens granted pursuant to the Agreement have been properly or sufficiently or lawfully created,
perfected, or enforced or are entitled to any particular priority.

6. Indemnification. To the extent that the Agent is not reimbursed and indemnified by the Company, the Secured Parties will jointly
and severally reimburse and indemnify the Agent, in proportion to their initially purchased respective principal amounts of Notes, from and
against any and all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements of any
kind or nature whatsoever which may be imposed on, incurred by or asserted against the Agent in performing its duties hereunder or under
the Agreement or any other Transaction Document, or in any way relating to or arising out of the Agreement or any other Transaction
Document except for those determined by a final judgment (not subject to further appeal) of a court of competent jurisdiction to have
resulted solely from the Agent's own gross negligence or willful misconduct. Prior to taking any action hereunder as Agent, the Agent may
require each Secured Party to deposit with it sufficient sums as it determines in good faith is necessary to protect the Agent for costs and
expenses associated with taking such action.

7. Resignation by the Agent

(a)       The Agent may resign from the performance of all its functions and duties under the Agreement and the other Transaction
Documents at any time by giving 30 days' prior written notice (as provided in the Agreement) to the Company and the Secured Parties.
Such resignation shall take effect upon the appointment of a successor Agent pursuant to clauses (b) and (c) below.

(b)      Upon any such notice of resignation, the Secured Parties, acting by a Majority in Interest, shall appoint a successor Agent
hereunder.
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(c)    If a successor Agent shall not have been so appointed within said 30- day period, the Agent shall then appoint a successor
Agent who shall serve as Agent until such time, if any, as the Secured Parties appoint a successor Agent as provided above. If a successor
Agent has not been appointed within such 30-day period, the Agent may petition any court of competent jurisdiction or may interplead the
Company and the Secured Parties in a proceeding for the appointment of a successor Agent, and all fees, including, but not limited to,
extraordinary fees associated with the filing of interpleader and expenses associated therewith, shall be payable by the Company on
demand.

8. Rights with respect to Collateral. Each Secured Party agrees with all other Secured Parties and the Agent (i) that it shall not, and
shall not attempt to, exercise any rights with respect to its security interest in the Collateral, whether pursuant to any other agreement or
otherwise (other than pursuant to this Agreement), or take or institute any action against the Agent or any of the other Secured Parties in
respect of the Collateral or its rights hereunder (other than any such action arising from the breach of this Agreement) and (ii) that such
Secured Party has no other rights with respect to the Collateral other than as set forth in this Agreement and the other Transaction
Documents. Upon the acceptance of any appointment as Agent hereunder by a successor Agent, such successor Agent shall thereupon
succeed to and become vested with all the rights, powers, privileges and duties of the retiring Agent and the retiring Agent shall be
discharged from its duties and obligations under the Agreement. After any retiring Agent's resignation or removal hereunder as Agent, the
provisions of the Agreement including this Annex B shall inure to its benefit as to any actions taken or omitted to be taken by it while it
was Agent.

 
 Agent  
   
   
   
   
 Provision Holding, Inc.  
   
   
   
 By:  
 Curt Thornton, CEO  
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EXHIBIT 31.1
 

CERTIFICATION
 

I, Curt Thornton, certify that:
 
 1. I have reviewed this Quarterly Report on Form 10-Q of Provision Holding, Inc.:
 
 2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect
to the period covered by this report;

 
 3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of and for the periods presented in this
report.

 
 4. I am responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a–

15(e) and 15d–15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a–15(f) and 15d–15(f)) for the
registrant and have:

 
 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

 
 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with generally accepted accounting principles;

 
 (c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report
based on such evaluation; and

 
 (d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the

registrant's most recent fiscal quarter (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

 
 5. I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and

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

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

 
 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the

registrant's internal control over financial reporting.
 

/s/ Curt Thornton  

Curt Thornton  
Chief Executive Officer    
(Principal Executive Officer and Principal Financial Officer)  

   
Date: May 24, 2016  



EXHIBIT 32.1
 

CERTIFICATION 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 on Form 10-Q of Provision Holding, Inc. (the "Company") for the quarter ended

March 31, 2016, as filed with the Securities and Exchange Commission (the "Report"), I, Curt Thornton, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that, to the best of my
knowledge:

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

operations of the Company
 

/s/ Curt Thornton  
Curt Thornton  
Chief Executive Officer   
(Principal Executive Officer and Principal Financial
Officer)

 

  
Date: May 24, 2016  

  


