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ITEM 1.01 Entry into a Material Definitive Agreement; and
ITEM 2.01 Completion of Acquisition or Disposition of Assets

On April 5, 2007, WPCS International Incorporated (the "Company"), acquired a 60% working interest (the “Equity Interest”) and a 60% profit interest (the “Profit Interest”
and together with the Equity Interest, the “Interest”) in Taian AGS Pipeline Construction Co. Ltd., a joint venture enterprise in the City of Taian, Shandong province, the
People's Republic of China ("TAGS") from American Gas Services, Inc. (“AGS”) and American Gas Services, Inc. Consultants (“AGS Consultants”), respectively. The
purchase price for the Interest was $800,000 in cash and 68,085 shares of common stock of the Company having a value of $800,000. The purchase price is subject to
adjustment in an amount equal to 60% of any shortfall between the net tangible asset value of TAGS as of the closing date and $3,300,000. The Interest was acquired pursuant to
a Interest Purchase Agreement among WPCS International Incorporated, AGS and AGS Consultants, dated and effective as of April 5, 2007 (the "Agreement").

Founded in 1997 and headquartered in the Province of Shandong, TAGS is a communications infrastructure engineering company serving the China market. TAGS is certified
by the People's Republic of China as both a Construction Enterprise of Reform Development company and a Technically Advanced Construction Enterprise company for the
Province of Shandong, which are two of the highest certifications achievable for engineering and construction based businesses in China. TAGS is also licensed in 17 other
provinces and has completed projects for a diverse customer base of businesses and government institutions in over 30 cities in China. The company has 80 employees.

ITEM 9.01 Financial Statements and Exhibits.

(c) Exhibits.

10.1  Interest Purchase Agreement, dated as of April 5, 2007, by and among WPCS International Incorporated, American Gas Services, Inc. and American Gas
Services, Inc. Consultants

10.2  Escrow Agreement, dated as of April 5, 2007, by and among WPCS International Incorporated, American Gas Services, Inc., American Gas Services, Inc.
Consultants and Sichenzia Ross Friedman Ference LLP

99.1 
 
Press Release, dated April 9, 2007, issued by WPCS International Incorporated.
 

  

 



SIGNATURE

Pursuant to the requirement of the Securities and Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 
   
 WPCS INTERNATIONAL INCORPORATED
 
 

 
 

 
 

Dated: April 9, 2007 By:  /s/ ANDREW HIDALGO
 

Andrew Hidalgo
President

  
 



Exhibit 10.1

 

INTEREST PURCHASE AGREEMENT

BETWEEN

WPCS INTERNATIONAL INCORPORATED,

AMERICAN GAS SERVICES, INC.

AND

AMERICAN GAS SERVICES, INC. CONSULTANTS

Dated as of April 5, 2007

 



INTEREST PURCHASE AGREEMENT

INTEREST PURCHASE AGREEMENT, dated as of April 5, 2007 (the “Agreement”), between WPCS International Incorporated, a corporation existing
under the laws of Delaware (the “Purchaser”), American Gas Services, Inc., a corporation existing under the laws of Minnesota (“AGS”), and American Gas Services, Inc.
Consultants, a corporation existing under the laws of Florida (“AGS Consultants,” together with AGS, the “Sellers”).
 

W I T N E S S E T H:
 

WHEREAS, AGS is a wholly-owned subsidiary of AGS Consultants;
 

WHEREAS, AGS owns a 60% joint venture interest (the “Equity Interest”) in Taian AGS Pipeline Construction Co. Ltd., a joint venture enterprise in the City
of Taian, Shandong province, the People's Republic of China (the “Company”);
 

WHEREAS, AGS Consultants owns a 60% profit interest (the “Profits Interest,” together with the Equity Interest, the “Interest”) in the Company;
 

WHEREAS, AGS and AGS Consultants desire to sell to Purchaser and the Purchaser desires to purchase from AGS the Equity Interest and from AGS
Consultants the Profits Interest, for the purchase price and upon the terms and conditions hereinafter set forth;
 

WHEREAS, the Company specializes in the construction of pipelines for coal gas, natural gas, propane, water, sewer construction projects and consulting
work of technical nature, post-construction services and other operations currently held in its license (the “Business”).
 

NOW, THEREFORE, in consideration of the premises and the mutual covenants and agreements hereinafter contained, the parties hereby agree as follows:
 

ARTICLE I
 

SALE AND PURCHASE OF THE INTERESTS
 

1.1 Sale and Purchase of the Interests. Upon the terms and subject to the conditions contained herein, on the Closing Date AGS and AGS Consultants shall
sell, assign, transfer, convey and deliver to the Purchaser, and the Purchaser shall purchase the Equity Interest from AGS and the Profits Interest from AGS Consultants
(collectively, the "Transaction"). 
 

ARTICLE II
 

PURCHASE PRICE AND PAYMENT
 

2.1 Amount of Purchase Price. The purchase price for the Interest shall be an amount equal to $1,600,000 (the “Purchase Price”), subject to adjustment as set
forth herein.
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2.2 Payment of Purchase Price. On the Closing Date, the Purchaser shall pay the Purchase Price to AGS as follows:
 

(a) $800,000 (the “Cash Purchase Price”) which shall be paid by wire transfer of immediately available funds into an account designated by AGS
Consultants; and
 

(b) issuance of such number of shares of Purchaser common stock (the “Common Stock”) as equals $800,000, divided by the closing price of the
Common Stock on the date which is one day prior to the Closing Date (the “AGS Shares”). The AGS Shares shall be issued in the name of AGS Consultants and delivered
within three (3) business days of the Closing Date.
 

2.3 Purchase Price Adjustment. Notwithstanding the foregoing, the Purchase Price shall be adjusted by an amount equal to 60% of the difference between (a)
the net tangible asset value of the Company as of the Closing Date, and (b) $3,300,000. Net tangible asset value is defined as total assets minus total liabilities minus intangible
assets, calculated in accordance with Generally Accepted Accounting Principles (“NTAV”). Any shortfall from the $3,300,000 shall proportionately reduce the cash and stock
components of the Purchase Price. An amount equal to 10% of the Purchase Price (cash and AGS Shares in equal value) shall be held in escrow pending determination of the
NTAV of the Company as of the Closing Date, which shall be calculated within 90 days of the Closing Date as set forth below and distributed within five days after the date of
such determination.
 

(a) Not later than 60 days following the Closing Date, the Purchaser shall prepare and deliver to the Sellers the NTAV calculation (the “NTAV
Calculation”). Sellers shall have 30 days following the delivery of the NTAV Calculation (the “Review Period”) to review the NTAV Calculation. The NTAV Calculation shall
be conclusive and binding upon the parties unless, within 10 days following the expiration of the Review Period, Sellers notify the Purchaser in writing (the “Objection Notice”)
that the Sellers dispute any of the amounts set forth therein. The Objection Notice shall identify each item of the NTAV Calculation to which the Sellers object and describe the
nature of such objection and the Sellers' calculation of such disputed item. (i) If the Sellers do not deliver an Objection Notice to Purchaser within the Review Period or (ii)
following delivery of any Objection Notice to Purchaser on a timely basis in respect of which the parties achieve resolution of any disputes set forth therein within the time
period set forth in subsection (b) below, the NTAV Calculation (as amended to the extent necessary to reflect the resolution of such disputes), shall be conclusive and binding on
the parties.
 

(b) If the Sellers deliver an Objection Notice to Purchaser, Purchaser and the Sellers shall during the 20 day period following receipt of such
Objection Notice use commercially reasonable efforts to negotiate in good faith and reach agreement on each item of the NTAV Calculation disputed pursuant to the Objection
Notice. If during such period, Purchaser and the Sellers are unable to reach agreement, they shall immediately refer any such unresolved items to an unrelated certified public
accountant chosen mutually by the Purchaser and the Sellers (the “Unrelated Accountant”) for resolution in accordance with this subsection (any such referred item, a “Disputed
Item”). Promptly, but no later than 20 days after acceptance of his or her appointment as Unrelated Accountant, the Unrelated Accountant shall determine those Disputed Items
and shall render a written report
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as to the resolution of the Disputed Items and the resulting computation of the final Purchase Price, which computation shall be conclusive and binding on the parties. In the
course of the Unrelated Accountant’s review, the parties may deliver written submissions to the Unrelated Accountant describing their respective positions. In resolving any
Disputed Item, the Unrelated Accountant shall be bound by the provisions of this Section 2.3. Upon receipt of the Unrelated Accountant’s written report, the NTAV
Calculation, as modified to reflect the Unrelated Accountant’s determinations, shall be deemed accepted by, and such determinations shall be final and binding on, the Sellers
and Purchaser and enforceable as an arbitration award pursuant to the Federal Arbitration Act, 9 U.S.C. § 1-16. The Unrelated Accountant’s fees and expenses shall be borne
by Purchaser and the Sellers in such proportion as the Unrelated Accountant may determine and, in the absence of such determination, equally.
 

ARTICLE III
 

CLOSING
 

3.1 Closing Date. The closing of the sale and purchase of the Interests provided for in Section 1.1 hereof (the “Closing”) shall take place at the offices of
Sichenzia Ross Friedman Ference LLP located at 61 Broadway, New York, New York 10006 (or at such other place as the parties may designate in writing) on such other date
as the Sellers and the Purchaser may designate in writing. The date on which the Closing shall be held is referred to in this Agreement as the “Closing Date”.
 

ARTICLE IV
 

REPRESENTATIONS AND WARRANTIES OF THE SELLERS
 

The Sellers hereby represents and warrants to the Purchaser that:
 

4.1 Organization and Good Standing of the Sellers. AGS is a corporation duly organized, validly existing and in good standing under the laws of the
jurisdiction of its incorporation as set forth above. AGS Consultants is a corporation duly organized, validly existing and in good standing under the laws of the jurisdiction of
its incorporation as set forth above.

4.2 Authority.

(a) The execution of this Agreement and the delivery hereof to the Purchaser and the sale contemplated herein have been, or will be prior to Closing,
duly authorized by each Sellers’ Board of Directors.

(b) Subject to any consents required under Section 4.6 below, the Sellers have the full legal right, power and authority to execute, deliver and carry
out the terms and provisions of this Agreement; and this Agreement has been duly and validly executed and delivered on behalf of the Sellers and constitutes a valid and
binding obligation of the Sellers enforceable in accordance with its terms, except to the extent that enforceability may be limited by bankruptcy, insolvency and other similar
laws affecting the enforcement of creditor’s rights generally and general equity principles.
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(c) Neither the execution and delivery of this Agreement, the consummation of the transactions herein contemplated, nor compliance with the terms
of this Agreement will violate, conflict with, result in a breach of, or constitute a default under any statute, regulation, indenture, mortgage, loan agreement, or other agreement
or instrument to which either of the Sellers is a party or by which either is bound, any charter, regulation, or bylaw provision of the Sellers, or any decree, order, or rule of any
court or governmental authority or arbitrator that is binding on either of the Sellers in any way.

4.3 The Interest. The Sellers are the lawful record and beneficial owner of the Interests, free and clear of any liens, pledges, encumbrances, charges, claims or
restrictions of any kind, and has, or will have on the Closing Date, the absolute, unilateral right, power, authority and capacity to enter into and perform this Agreement without
any other or further authorization, action or proceeding, except as specified herein. Upon the delivery to Purchaser on the Closing Date of the Interests, Purchaser will have
good, legal, valid, marketable and indefeasible title to a 60% interest in the Company, free and clear of any liens, pledges, encumbrances, charges, agreements, options, claims or
other arrangements or restrictions of any kind.

4.4. Minute Books. The minute books of the Sellers, which shall be exhibited to the Purchaser between the date hereof and the Closing Date, each contain
true, correct and complete minutes and records of all meetings, proceedings and other actions of the shareholders, Boards of Directors and committees of such Boards of
Directors of each such corporation, if any, and, on the Closing Date, will contain true, correct and complete minutes and records of any meetings, proceedings and other actions
of the shareholders, respective Boards of Directors and committees of such Boards of Directors of each such corporation.

4.5. Subsidiaries and Affiliates. The Company does not have any subsidiaries.

4.6. Consents. Except as set forth in Schedule 4.6, no consents or approvals of any public body or authority and no consents or waivers from other parties to
leases, licenses, franchises, permits, indentures, agreements or other instruments are required for the lawful consummation of the transactions contemplated hereby, nor will the
consummation of the transactions contemplated hereby result in creating, accelerating or increasing any liability of the Company.

4.7 Machinery and Equipment. Except for items disposed of in the ordinary course of business, all machinery, tools, furniture, fixtures, equipment, vehicles,
leasehold improvements and all other tangible personal property (hereinafter “Fixed Assets”) of the Company currently being used in the conduct of its business, together with
any machinery or equipment that is leased or operated by the Company, are in fully serviceable working condition and repair (reasonable wear and tear excepted). All Fixed
Assets owned, used or held by the Company are currently used in its business. All Fixed Assets used by the Company are set forth on Schedule 4.7 hereto.
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4.8 Real Property Matters. The Company does not own any real property as of the date hereof and has not owned any real property during the three years
preceding the date hereof, except as set forth on Schedule 4.8. To the knowledge of the Sellers, the real property and improvements thereon owned by the Company do not
violate or contravene any planning or zoning ordinance or other administrative regulations or any restrictive covenant or any provision of local law in effect or any other law,
ordinance, executive order or judicial decree, whether pertaining to pollution of the earth, water, atmosphere or otherwise, that in any material respect interferes with or prevents
the continued use of such properties for the purposes for which they are now being used or which would materially affect the value thereof or the ability to transfer the same
under state or federal laws or regulations.

4.9 Leases. All leases of real and personal property of the Company are described in Schedule 4.9 and to the knowledge of the Sellers, are in full force and
effect and constitute legal, valid and binding obligations of the respective parties thereto enforceable in accordance with their terms, except as limited by bankruptcy,
insolvency, reorganization, moratorium or similar laws relating to or affecting generally the enforcement of creditor’s rights, and have not been assigned or encumbered. To the
knowledge of the Sellers, the Company has performed in all material respects the obligations required to be performed by it under all such leases to date and it is not in default in
any material respect under any of said leases, except as set forth in Schedule 4.9, nor has it made any leasehold improvements required to be removed at the termination of any
lease, except signs. No other party to any such lease, to the knowledge of the Sellers, is in material default thereunder. Except as noted on Schedule 4.9, none of the leases listed
thereon require the consent of a third party in connection with the transfer of the Interest.

4.10 Patents, Software, Trademarks, Etc. The Company does not own or possess adequate licenses or other rights in patents, software, trademarks, service
marks, trade names and copyrights, except for its name as listed on Schedule 4.10.

4.11. Lists of Contracts, Etc. There is included in Schedule 4.11 a list of the following items (whether written or oral) relating to the Company:

(i) All joint venture contracts of the Company or affiliates relating to the Business;

(ii) All contracts of the Company relating to (a) obligations for borrowed money, (b) obligations evidenced by bonds, debentures, notes or
other similar instruments, (c) obligations to pay the deferred purchase price of property or services, except trade accounts payable arising in the ordinary course of business,
(d) obligations under capital leases, (e) debt of others secured by a lien on any asset of the Company, and (f) debts of others guaranteed by the Company.

Except as set forth in Schedule 4.11, (i) to the knowledge of the Sellers, all contracts, agreements and commitments of the Company set forth in Schedule 4.11
are valid, binding and in full force and effect, and (ii) neither the Company nor, to the knowledge of the Sellers, any other party to any such contract, agreement, or commitment
has materially breached any provision thereof or is in default thereunder.
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To the knowledge of Sellers, there has not been any event, happening, threat or fact that would lead them to believe that any of said customers or vendors will
terminate or materially alter their business relationship with the Company after completion of the transactions contemplated by this Agreement.

4.12 Banking and Personnel Lists. The Sellers will deliver to the Purchaser prior to the Closing Date the following accurate lists and summary descriptions
relating to the Company:

(a) The name of each bank in which the Company has an account or safe deposit box and the names of all persons authorized to draw thereon or
have access thereto.

(b) The names, current annual salary rates and total compensation for the preceding fiscal year of all of the present directors and officers of the
Company, and any other employees whose current base accrual salary or annualized hourly rate equivalent is $20,000 or more, together with a summary of the bonuses,
percentage compensation and other like benefits, if any, paid or payable to such persons for the last full fiscal year completed, together with a schedule of changes since that
date, if any.

4.13 Compliance With the Law. The Company is not in violation of the Foreign Corrupt Practices Act. To the knowledge of the Sellers, the Company is not
in violation of any applicable federal, state, local or foreign law, regulation or order or any other, decree or requirement of any governmental, regulatory or administrative
agency or authority or court or other tribunal (including, but not limited to, any law, regulation order or requirement relating to securities, properties, business, products,
manufacturing processes, advertising, sales or employment practices, terms and conditions of employment, occupational safety, health and welfare, conditions of occupied
premises, product safety and liability, civil rights, or environmental protection, including, but not limited to, those related to waste management, air pollution control, waste
water treatment or noise abatement). Except as set forth in Schedule 4.13, the Company has not been and is not now charged with, or to the knowledge of the Sellers, under
investigation with respect to, any violation of any applicable law, regulation, order or requirement relating to any of the foregoing, nor, to the knowledge of the Sellers, are there
any circumstances that would or might give rise to any such violation. To the knowledge of the Sellers, the Company has filed all reports required to be filed with any
governmental, regulatory or administrative agency or authority.

4.14 Litigation. Except as specifically identified on Schedule 4.14:

(a) There are no legal, administrative, arbitration or other proceedings, or to the knowledge of the Sellers, governmental investigations, pending or,
to the knowledge of the Sellers, threatened, against the Sellers or the Company, relating to the Business or the Company or its properties (including leased property), or the
transactions contemplated by this Agreement, nor is there any basis known to the Sellers for any such action.

(b) There are no judgments, decrees or orders, to the knowledge of the Sellers, of any court, or any governmental department, commission, board,
agency or instrumentality relating to the Business or the Company the effect of which is to prohibit any business practice or the acquisition of any property or the conduct of any
business by the Company or which limit or control or otherwise adversely affect its method or manner of doing business.
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4.15 Absence of Certain Changes or Events. The Company has not, since December 31, 2006 (the “Balance Sheet Date”), except as described on Schedule
4.15:

(a) Incurred any material obligation or liability (absolute, accrued, contingent or otherwise) except in the ordinary course of its business or in
connection with the performance of this Agreement, and any such obligation or liability incurred in the ordinary course is not materially adverse, except for claims, if any, that
are adequately covered by insurance;

(b) Discharged or satisfied any lien or encumbrance, or paid or satisfied any obligations or liability (absolute, accrued, contingent or otherwise)
other than in the ordinary course of business that were not materially adverse;

(c) Increased or established any reserve or accrual for taxes or other liability on its books or otherwise provided therefor, except as may have been
required under generally accepted accounting principles due to income earned or expense accrued since the Balance Sheet Date and as disclosed to the Purchaser in writing;

(d) Mortgaged, pledged or subjected to any lien, charge or other encumbrance any of its assets, tangible or intangible;

(e) Sold or transferred any of its assets or cancelled any debts or claims or waived any rights, except in the ordinary course of business and which
has not been materially adverse;

(f) Disposed of or permitted to lapse any patents or trademarks or any patent or trademark applications material to the operation of its business;

(g) Incurred any significant labor trouble or granted any general or uniform increase in salary or wages payable or to become payable by it to any
director, officer, employee or agent, or by means of any bonus or pension plan, contract or other commitment increased the compensation of any director, officer, employee or
agent;

(h) Authorized any capital expenditure for real estate or leasehold improvements, machinery, equipment or molds in excess of $25,000.00 in the
aggregate;

(i) Except for this Agreement, entered into any material transaction other than in the ordinary course of business;

(j) Issued any stocks, bonds, or other corporate securities, or made any declaration or payment of any dividend or any distribution in respect of its
capital stock, except the dividend in the amount of US$172,436 or in the ordinary course of business; or
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(k) Experienced damage, destruction or loss (whether or not covered by insurance) individually or in the aggregate materially and adversely affecting
any of its properties, assets or business, or experienced any other material adverse change or changes individually or in the aggregate affecting its financial condition, assets,
liabilities or business.

4.16. Absence of Certain Commercial Practices. To the knowledge of the Sellers, neither the Company nor the Sellers have made any payment (directly or by
secret commissions, discounts, compensation or other payments) or given any gifts to any governmental entity (domestic or foreign) or to a political party or candidate for
political office (domestic or foreign), to obtain or retain business for the Company or to receive favorable or preferential treatment, in either case, that would violate the laws of
the United States.

4.17 Employee Benefit Plans. The Company does not maintain any employee benefit plans.

4.18 Licenses, Permits, Consents and Approvals. To the knowledge of the Sellers, the Company has all licenses, permits or other authorizations of
governmental, regulatory or administrative agencies or authorities (collectively, “Licenses”) required to conduct the Business. All Licenses of the Company are listed on
Schedule 4.18 hereto. At the Closing, the Company will have all such Licenses which are material to the conduct of the Business and will have renewed all Licenses which
would have expired in the interim. Except as listed in Schedule 4.18, no registration, filing, application, notice, transfer, consent, approval, order, qualification, waiver or other
action of any kind (collectively, a “Filing”) will be required as a result of the sale of the Interest by the Sellers in accordance with this Agreement (a) to avoid the loss of any
License or the violation, breach or termination of, or any default under, or the creation of any lien on any asset of the Company pursuant to the terms of, any law, regulation,
order or other requirement or any contract binding upon the Company or to which any such asset may be subject, or (b) to enable Purchaser (directly or through any designee) to
continue the operation of the Company and the Business substantially as conducted prior to the Closing Date. All such Filings will be duly filed, given, obtained or taken on or
prior to the Closing Date and will be in full force and effect on the Closing Date.

4. 19 Environmental Matters. To the knowledge of the Sellers, except as set forth on Schedule 4.19 hereto:
 

(a) the operations of the Company are in compliance with all applicable Laws promulgated by any governmental entity which prohibit, regulate or
control any hazardous material or any hazardous material activity (“Environmental Laws”) and all permits issued pursuant to Environmental Laws or otherwise except for where
noncompliance or the absence of such permits would not, individually or in the aggregate, have a material adverse effect on the Company;
 

(b) the Company has obtained all permits required under all applicable Environmental Laws necessary to operate its business;
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(c) the Company is not the subject of any outstanding written order or Contract with any governmental authority or person respecting Environmental
Laws or any violation or potential violations thereof; and
 

(d) the Company has not received any written communication alleging either or both that the Company may be in violation of any Environmental
Law, or any permit issued pursuant to Environmental Law, or may have any liability under any Environmental Law.

4.20 Broker. Other than North American Capital Resources, LLC (d/b/a Sunbelt, neither the Company nor the Sellers have retained any broker in connection
with any transaction contemplated by this Agreement. Purchaser and the Company shall not be obligated to pay any fee or commission associated with the retention or
engagement by the Company or the Sellers of any broker in connection with any transaction contemplated by this Agreement.

4.21 Patriot Act. The Sellers certify that the Company has not been designated, and is not owned or controlled, by a “suspected terrorist” as defined in
Executive Order 13224. The Sellers hereby acknowledge that the Purchaser seeks to comply with all applicable laws concerning money laundering and related activities. In
furtherance of those efforts, the Sellers hereby represent, warrant and agree that: (i) none of the cash or property that the Sellers have contributed or paid or will contribute and
pay to the Company has been or shall be derived from, or related to, any activity that is deemed criminal under United States law; and (ii) no contribution or payment by the
Company to the Purchaser, to the extent that they are within the Company’s control shall cause the Purchaser to be in violation of the United States Bank Secrecy Act, the
United States International Money Laundering Control Act of 1986 or the United States International Money Laundering Abatement and Anti-Terrorist Financing Act of 2001.
The Sellers shall promptly notify the Purchaser if any of these representations ceases to be true and accurate regarding the Sellers or the Company. The Sellers agree to provide
the Purchaser any additional information regarding the Company that the Purchaser reasonably requests to ensure compliance with all applicable laws concerning money
laundering and similar activities.

4.22 Investment Intent. The AGS Shares are being acquired hereunder by the Sellers for investment purposes only, for their own account, not as a nominee
or agent and not with a view to the distribution thereof, except in compliance with the Securities Act of 1933, as amended, and applicable law. The Sellers have no present
intention to sell or otherwise dispose of the AGS Shares and will not do so except in compliance with the provisions of the Securities Act of 1933, as amended, and applicable
law. The Sellers understand that the AGS Shares acquired hereunder must be held indefinitely unless a subsequent disposition or transfer of any of said shares is registered
under the Securities Act of 1933, as amended, or is exempt from registration therefrom. The Sellers further understand that the exemption from registration afforded by Rule
144 (the provisions of which are known to the Sellers) promulgated under the Securities Act of 1933, as amended, depends on the satisfaction of various conditions, and that, if
and when applicable, Rule 144 may afford the basis for sales only in limited amounts.
 

4.23 Investment Experience; Suitability. The Sellers are sophisticated investors familiar with the type of risks inherent in the acquisition of securities such as
the AGS Shares and the Sellers’ financial position is such that the Sellers can afford to retain the AGS Shares for an indefinite period of time without realizing any direct or
indirect cash return on their investment.
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4.24 No Other Representations or Warranties; Schedules . Except for the representations and warranties contained in this Article IV (as modified by the
schedules hereto), neither the Sellers nor any other person makes any express or implied representation or warranty with respect to the Sellers, the Company, the Business or the
transactions contemplated by this Agreement, and the Sellers disclaim any other representations or warranties, whether made by the Sellers, any affiliate of the Sellers or any of
their respective officers, managers, employees, agents or representatives. Except for the representations and warranties contained in Article IV hereof (as modified by the
schedules hereto), the Sellers (i) expressly disclaim and negate any representation or warranty, expressed or implied, at common law, by statute or otherwise, relating to the
condition of the Fixed Assets (including any implied or expressed warranty of merchantability or fitness for a particular purpose, or of conformity to models or samples of
materials) and (ii) hereby disclaims all liability and responsibility for any representation, warranty, projection, forecast, statement, or information made, communicated, or
furnished (orally or in writing) to the Purchaser or its affiliates or representatives (including any opinion, information, projection or advice that may have been or may be
provided to the Purchaser by any director, officer, employee, agent, consultant or representative of the Sellers or any of their affiliates). The Sellers makes no representations or
warranties to the Purchaser regarding the probable success or profitability of the Company of the Business. The disclosure of any matter or item in any schedule hereto shall not
be deemed to constitute an acknowledgment that any such matter is required to be disclosed.

ARTICLE V
 

REPRESENTATIONS AND WARRANTIES OF PURCHASER
 

The Purchaser hereby represents and warrants to the Sellers that:
 

5.1 Organization and Good Standing. The Purchaser is a corporation duly organized, validly existing and in good standing under the laws of the State of
Delaware.
 

5.2 Authority.
 

(a) The execution and delivery of this Agreement and the consummation of the transactions contemplated herein have been, or will prior to Closing
be, duly and validly approved and acknowledged by all necessary corporate action on the part of the Purchaser.

(b) The execution of this Agreement and the delivery hereof to the Sellers and the purchase contemplated herein have been, or will be prior to
Closing, duly authorized by the Purchaser’s Board of Directors.

(c) The Purchaser has the full legal right, power and authority to execute, deliver and carry out the terms and provisions of this Agreement; and this
Agreement has been duly and validly executed and delivered on behalf of the Purchaser and constitutes a valid and binding obligation of the Purchaser enforceable in
accordance with its terms, except to the extent that enforceability may be limited by bankruptcy, insolvency and other similar laws affecting the enforcement of creditor’s rights
generally and general equity principles
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.

5.2 Conflicts; Consents of Third Parties. 
 

(a) The execution and delivery of this Agreement, the acquisition of the Interest by Purchaser and the consummation of the transactions herein
contemplated, and the compliance with the provisions and terms of this Agreement, are not prohibited by the Articles of Incorporation or Bylaws of the Purchaser and will not
violate, conflict with or result in a breach of any of the terms or provisions of, or constitute a default under, any court order, indenture, mortgage, loan agreement, or other
agreement or instrument to which the Purchaser is a party or by which it is bound.
 

(b) No consent, waiver, approval, order, permit or authorization of, or declaration or filing with, or notification to, any person or governmental body
is required on the part of the Purchaser in connection with the execution and delivery of this Agreement or the Purchaser Documents or the compliance by Purchaser with any of
the provisions hereof or thereof.
 

5.3 Litigation. There are no legal proceedings pending or, to the best knowledge of the Purchaser, threatened that are reasonably likely to prohibit or restrain
the ability of the Purchaser to enter into this Agreement or consummate the transactions contemplated hereby.
 

5.4 Due Authorization of AGS Shares. The AGS Shares when delivered to the Sellers shall be validly issued and outstanding as fully paid and non-assessable,
free and clear of any liens, pledges, encumbrances, charges, agreements, options, claims or other arrangements or restrictions of any kind.
 

5.5 Condition of the Business. Notwithstanding anything contained in this Agreement to the contrary, Purchaser acknowledges and agrees that Sellers are not
making any representations or warranties whatsoever, express or implied, beyond those expressly given by the Sellers in Article IV hereof (as modified by the Schedules hereto
as supplemented or amended), and Purchaser acknowledges and agrees that, except for the representations and warranties contained therein, the Company and the Business are
being transferred on a “where is” and, as to condition, “as is” basis. Any claims Purchaser may have for breach of representation or warranty shall be based solely on the
representations and warranties of the Sellers set forth in Article IV hereof (as modified by the Schedules hereto as supplemented or amended). Purchaser further represents that
neither the Sellers nor any of their affiliates nor any other person has made any representation or warranty, express or implied, as to the accuracy or completeness of any
information regarding the Company, the Business or the transactions contemplated by this Agreement not expressly set forth in this Agreement, and none of the Sellers, any of
their affiliates or any other person will have or be subject to any liability to Purchaser or any other person resulting from the distribution to Purchaser or its representatives or
Purchaser’s use of, any such information, including any confidential memoranda distributed on behalf of the Sellers relating to the Company, the Business or other publications
or data room information provided to Purchaser or its representatives, or any other document or information in any form provided to Purchaser or its representatives in
connection with the sale of the Interests and the transactions contemplated hereby. Purchaser acknowledges that it has conducted to its satisfaction, its own independent
investigation of the Business and, in making the determination to proceed with the transactions contemplated by this Agreement, Purchaser has relied on the results of its own
independent investigation.
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ARTICLE VI
 

POST-CLOSING COVENANTS
 

6.1 Publicity. Neither of the Sellers nor the Purchaser shall issue any press release or public announcement concerning this Agreement or the transactions
contemplated hereby without obtaining the prior written approval of the other party hereto, which approval will not be unreasonably withheld or delayed, unless, in the sole
judgment of the Purchaser or the Sellers, disclosure is otherwise required by applicable Law or by the applicable rules of any stock exchange on which the Purchaser lists
securities, provided that, to the extent required by applicable law, the party intending to make such release shall use its best efforts consistent with such applicable law to consult
with the other party with respect to the text thereof. 
 

6.2 Financial Statements. The Sellers shall cooperate with the Purchaser to provide all information required for the completion of audited financial statements
of the Company to be prepared and delivered no later than 75 days from the Closing Date.
 

6.3 Non-Competition. For a period of three years after the Closing Date, Sellers agree not to engage in any of the following competitive activities: (a)
engaging directly or indirectly in any business or activity substantially similar to any business or activity engaged in (or scheduled to be engaged) by the Company in the Peoples
Republic of China; (b) engaging directly or indirectly in any business or activity competitive with any business or activity engaged in (or scheduled to be engaged) by the
Company in the Peoples Republic of China; (c) soliciting or taking away any employee, agent, representative, contractor, supplier, vendor, customer, franchisee, lender or
investor of the Company, or attempting to so solicit or take away; (d) interfering with any contractual or other relationship between the Company and any employee, agent,
representative, contractor, supplier, vendor, customer, franchisee, lender or investor; or (e) using, for the benefit of any person or entity other than the Company, any
confidential information of the Company. In addition, no Seller shall make or permit the making of any negative statement of any kind concerning the Company, the Purchaser
or their affiliates, or their directors, officers or agents.
 

6.4 Registration of AGS Shares. 
 

(a) Purchaser shall file a registration statement with the Securities and Exchange Commission within 45 days after the Closing Date which seeks to
register for resale the AGS Shares (the “Registration Statement”). Purchaser shall use its reasonable best efforts to cause such registration statement to be declared effective
within 120 days of the filing date of such registration statement. The Purchaser will furnish to the Sellers all information concerning the Purchaser and any of its affiliates
required to be set forth in the Registration Statement, and the Purchaser will provide the Sellers and their counsel the opportunity to review and approve such information as set
forth in the Registration Statement. The Purchaser shall also take any reasonable action required to be taken under any applicable blue sky laws in connection with the issuance
of the AGS Shares.
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(b) The Purchaser agrees to indemnify, defend, reimburse and hold harmless, to the extent permitted by law, each holder of the AGS Shares included

in the Registration Statement against all losses, claims, damages, liabilities and expense (including reasonable legal expenses and any expenses incurred in investigation any
claims) caused by any untrue or alleged untrue statement of material fact contained in the Registration Statement or any amendment thereof or supplement thereto or any
omission or alleged omission of a material fact required to be stated therein or necessary to make the statements therein, in light of the circumstances under which they were
made, not misleading or any other violation or breach of the Securities Act of 1933, as amended, the Securities Exchange Act of 1934, as amended, or any state securities or blue
sky law by the Purchaser.

(c) The Purchaser shall pay all of its own expenses incident to its performance of or compliance with this Section 6.4, including all registration and
filing fees, printing, messenger, telephone and delivery expenses, fees and disbursements of counsel for the Purchaser and fees and disbursements of all independent auditors of
the Purchaser.

ARTICLE VII
 

DOCUMENTS TO BE DELIVERED
 

7.1 Documents to be Delivered by the Sellers. At the Closing, the Sellers shall deliver, or cause to be delivered, to the Purchaser the following:
 

(a) copies of all consents and waivers necessary to consummate the transaction;
 

(b) written resignations of each of the directors of the Company, other than Zhou Chuanli and Liu Deyin;
 

(c) the Joint Venture Interest Transfer Agreement duly executed by AGS, in the form attached hereto as Exhibit A (the “Transfer Agreement”);
provided; however, if a provision of this Agreement and a provision of the Transfer Agreement are in conflict, the applicable provision of this Agreement and then the
applicable provision of the Transfer Agreement shall control, in that order; and

(d) such other documents as the Purchaser shall reasonably request.
 

7.2 Documents to be Delivered by the Purchaser. At the Closing, the Purchaser shall deliver to the Sellers the following:
 

(a) the Cash Purchase Price;
 

(b) the AGS Shares; and
 

(c) such other documents as the Sellers shall reasonably request.
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ARTICLE VIII
 

INDEMNIFICATION
 

8.1 Indemnification.
 

(a) Subject to Section 8.2 hereof, the Sellers hereby agrees to indemnify and hold the Purchaser, the Company, and their respective directors,
officers, employees, affiliates, agents, successors and assigns harmless from and against:
 

(i) any and all losses, liabilities, obligations, damages, costs and expenses based upon, attributable to or resulting from the failure of any
representation or warranty of the Sellers set forth in Section 4 hereof to be true and correct in all respects as of the date made;
 

(ii) any and all losses, liabilities, obligations, damages, costs and expenses based upon, attributable to or resulting from the breach of any
covenant or other agreement on the part of the Sellers under this Agreement; and
 

(iii) any and all notices, actions, suits, proceedings, claims, demands, assessments, judgments, costs, penalties and expenses, including
attorneys' and other professionals' fees and disbursements (collectively, “Expenses”) incident to any and all losses, liabilities, obligations, damages, costs and expenses with
respect to which indemnification is provided hereunder (individually, a “Loss” and, collectively, “Losses”).
 

Purchaser acknowledges and agrees that the Sellers shall not have any liability under any provision of this Agreement for any Loss to the extent
that such Loss relates to action taken by Purchaser or any other person (other than Sellers in breach of this Agreement) after the Closing Date. Purchaser shall take and shall
cause its affiliates to take all reasonable steps to mitigate any Loss upon becoming aware of any event which would reasonably be expected to, or does, give rise thereto,
including incurring costs only to the minimum extent necessary to remedy the breach which gives rise to the Loss. No representation or warranty of the Sellers contained herein
shall be deemed untrue or incorrect, and the Sellers shall not be deemed to have breached a representation or warranty, as a consequence of the existence of any fact,
circumstance or event of which (i) is disclosed in response to another representation or warranty contained in this Agreement, (ii) is disclosed in any accounting and/or due
diligence reports prepared at the request of Purchaser, or (iii) Purchaser is aware as of the Closing Date.

(b) Purchaser hereby agrees to indemnify and hold the Sellers and their respective shareholders, directors, officers, employees, affiliates, agents,
successors and assigns harmless from and against:
 

(i) any and all Losses based upon, attributable to or resulting from the failure of any representation or warranty of the Purchaser set forth in
Section 5 hereof to be true and correct as of the date made;
 

(ii) any and all Losses based upon, attributable to or resulting from the breach of any covenant or other agreement on the part of the
Purchaser under this Agreement or arising from the ownership or operation of the Company from and after the Closing Date; and
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(iii) any and all Expenses incident to the foregoing.

 
Sellers shall take and shall cause its affiliates to take all reasonable steps to mitigate any Loss upon becoming aware of any event which would

reasonably be expected to, or does, give rise thereto, including incurring costs only to the minimum extent necessary to remedy the breach which gives rise to the Loss. No
representation or warranty of Purchaser contained herein shall be deemed untrue or incorrect, and Purchaser shall not be deemed to have breached a representation or warranty,
as a consequence of the existence of any fact, circumstance or event of which (i) is disclosed in response to another representation or warranty contained in this Agreement or
(ii) the Sellers are aware as of the Closing Date.

8.2 Limitations on Indemnification for Breaches of Representations and Warranties: Maximum Amount of Indemnification. An indemnifying party shall not
be liable for any claim for indemnification pursuant to Section 8.1(a)(i) or Section 8.1(b)(i) unless the aggregate amount of Losses and Expenses to the indemnified parties
finally determined to arise thereunder based upon, attributable to or resulting from the failure of any representation or warranty to be true and correct, equals or exceeds $25,000
(the “Basket”) and, in such event, the indemnifying party shall be required to pay the entire amount of such Losses and Expenses in excess of $25,000 (the “Deductible”). In no
event shall the aggregate liability of the indemnifying party with respect to all indemnified party claims for indemnification exceed, in the aggregate, the Purchase Price.
 

8.3 Indemnification Procedures.
 

(a) In the event that any legal proceedings shall be instituted or that any claim or demand ("Claim") shall be asserted by any Person in respect of
which payment may be sought under Section 8.1 hereof (regardless of the Basket or the Deductible referred to above), the indemnified party shall reasonably and promptly
cause written notice of the assertion of any Claim of which it has knowledge which is covered by this indemnity to be forwarded to the indemnifying party. The indemnifying
party shall have the right, at its sole option and expense, to be represented by counsel of its choice, which must be reasonably satisfactory to the indemnified party, and to
defend against, negotiate, settle or otherwise deal with any Claim which relates to any Losses indemnified against hereunder. If the indemnifying party elects to defend against,
negotiate, settle or otherwise deal with any Claim which relates to any Losses indemnified against hereunder, it shall within ten (10) days (or sooner, if the nature of the Claim
so requires) notify the indemnified party of its intent to do so. If the indemnifying party elects not to defend against, negotiate, settle or otherwise deal with any Claim which
relates to any Losses indemnified against hereunder, fails to notify the indemnified party of its election as herein provided or contests its obligation to indemnify the indemnified
party for such Losses under this Agreement, the indemnified party may defend against, negotiate, settle or otherwise deal with such Claim. If the indemnified party defends any
Claim, then the indemnifying party shall reimburse the indemnified party for the Expenses of defending such Claim upon submission of periodic bills. If the indemnifying party
shall assume the defense of any Claim, the indemnified party may participate, at its own expense, in the defense of such Claim; provided, however, that such indemnified party
shall be entitled to participate in any such defense with separate counsel at
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 the expense of the indemnifying party if, (i) so requested by the indemnifying party to participate or (ii) in the reasonable opinion of counsel to the indemnified party, a conflict
or potential conflict exists between the indemnified party and the indemnifying party that would make such separate representation advisable; and provided, further, that the
indemnifying party shall not be required to pay for more than one such counsel for all indemnified parties in connection with any Claim. The parties hereto agree to cooperate
fully with each other in connection with the defense, negotiation or settlement of any such Claim.
 

(b) After any final judgment or award shall have been rendered by a court, arbitration board or administrative agency of competent jurisdiction and
the expiration of the time in which to appeal therefrom, or a settlement shall have been consummated, or the indemnified party and the indemnifying party shall have arrived at
a mutually binding agreement with respect to a Claim hereunder, the indemnified party shall forward to the indemnifying party notice of any sums due and owing by the
indemnifying party pursuant to this Agreement with respect to such matter and the indemnifying party shall be required to pay all of the sums so due and owing to the
indemnified party by wire transfer of immediately available funds within 10 business days after the date of such notice.
 

(c) The failure of the indemnified party to give reasonably prompt notice of any Claim shall not release, waive or otherwise affect the indemnifying
party's obligations with respect thereto except to the extent that the indemnifying party can demonstrate actual loss and prejudice as a result of such failure.
 

8.4 Calculation of Losses. The amount of any Loss subject to indemnification under Sections 8.1(a) and (b) shall be calculated net of (a) any Tax Benefit
received by the indemnified party or any of their affiliates on account of such Loss and (b) any insurance proceeds or any indemnity, contribution or other similar payment
received by the indemnified party from any third party with respect thereto. If the indemnified party receives a Tax Benefit after an indemnification payment is made to it, the
indemnified party shall promptly pay to the indemnifying party the amount of such Tax Benefit at such time or times as and to the extent that such Tax Benefit is actually
realized by the indemnified party. For purposes hereof, “Tax Benefit” shall mean any refund of taxes paid or reduction in the amount of taxes which otherwise would have been
paid. The indemnified party shall seek full recovery under all insurance policies covering any Loss to the same extent a s they would if such Loss were not subject to
indemnification hereunder. In the event that an insurance or other recovery is made by any indemnified party with respect to any Loss for which any such person has been
indemnified hereunder, then a refund equal to the aggregate amount of the recovery shall be made promptly to the indemnifying party. The indemnifying party shall be
subrogated to all rights of the indemnified party and their affiliates in respect of any Losses indemnified by the indemnifying party

8.5 No Extraordinary Damages. Notwithstanding anything to the contrary elsewhere in this Agreement, no party shall, in any event, be liable to any other
Person for any consequential, incidental, indirect, special or punitive damages of such other Person.
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8.6 Exclusive Remedy. The sole and exclusive remedy for any breach or inaccuracy, or alleged breach or inaccuracy, of any representation or warranty in this
Agreement or any covenant or agreement to be performed on or prior to the Closing Date, shall be indemnification in accordance with this Article VIII. In furtherance of the
foregoing, the parties hereby waive, to the fullest extent permitted by applicable law, any and all other rights, claims and causes of action (including rights of contributions, if
any) known or unknown, foreseen or unforeseen, which exist or may arise in the future, that it may have against the Sellers or Purchaser, as the case may be, arising under or
based upon any federal, state or local law (including any such law relating to environmental matters or arising under or based upon any securities law, common Law or
otherwise).

8.7 Tax Treatment of Indemnity Payments. The Sellers and the Purchaser agree to treat any indemnity payment made pursuant to this Article VIII as an
adjustment to the Purchase Price for federal, state, local and foreign income tax purposes.
 

ARTICLE IX
 

MISCELLANEOUS
 

9.1 Payment of Sales, Use or Similar Taxes. All sales, use, transfer, intangible, recordation, documentary stamp or similar Taxes or charges, of any nature
whatsoever, applicable to, or resulting from, the transactions contemplated by this Agreement shall be borne by the Purchaser.
 

9.2 Survival of Representations and Warranties. The parties hereto hereby agree that the representations and warranties contained in this Agreement shall
survive the execution and delivery of this Agreement, and the Closing hereunder, for a period of eighteen (18) months after the Closing Date.
 

9.3 Expenses. Except as otherwise provided in this Agreement, the Sellers and the Purchaser shall each bear its own expenses incurred in connection with the
negotiation and execution of this Agreement and each other agreement, document and instrument contemplated by this Agreement and the consummation of the transactions
contemplated hereby and thereby, it being understood that in no event shall the Company bear any of such costs and expenses.
 

9.4 Specific Performance. The Sellers acknowledge and agree that the breach of this Agreement would cause irreparable damage to the Purchaser and that the
Purchaser will not have an adequate remedy at law. Therefore, the obligations of the Sellers under this Agreement, including, without limitation, the Sellers’ obligation to sell
the Interest to the Purchaser, shall be enforceable by a decree of specific performance issued by any court of competent jurisdiction, and appropriate injunctive relief may be
applied for and granted in connection therewith. Such remedies shall, however, be cumulative and not exclusive and shall be in addition to any other remedies which any party
may have under this Agreement or otherwise.
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9.5 Further Assurances. The Sellers and the Purchaser each agree to execute and deliver such other documents or agreements and to take such other action as
may be reasonably necessary or desirable for the implementation of this Agreement and the consummation of the transactions contemplated hereby.
 

9.6 Submission to Jurisdiction. The parties hereto hereby irrevocably submit to the non-exclusive jurisdiction of any federal or state court located within the
State of Delaware over any dispute arising out of or relating to this Agreement or any of the transactions contemplated hereby and each party hereby irrevocably agrees that all
claims in respect of such dispute or any suit, action proceeding related thereto may be heard and determined in such courts. The parties hereby irrevocably waive, to the fullest
extent permitted by applicable law, any objection which they may now or hereafter have to the laying of venue of any such dispute brought in such court or any defense of
inconvenient forum for the maintenance of such dispute. Each of the parties hereto agrees that a judgment in any such dispute may be enforced in other jurisdictions by suit on
the judgment or in any other manner provided by law.
 

9.7 Entire Agreement; Amendments and Waivers . This Agreement (including the schedules and exhibits hereto) represents the entire understanding and
agreement between the parties hereto with respect to the subject matter hereof and can be amended, supplemented or changed, and any provision hereof can be waived, only by
written instrument making specific reference to this Agreement signed by the party against whom enforcement of any such amendment, supplement, modification or waiver is
sought. No action taken pursuant to this Agreement, including without limitation, any investigation by or on behalf of any party, shall be deemed to constitute a waiver by the
party taking such action of compliance with any representation, warranty, covenant or agreement contained herein. The waiver by any party hereto of a breach of any provision
of this Agreement shall not operate or be construed as a further or continuing waiver of such breach or as a waiver of any other or subsequent breach. No failure on the part of
any party to exercise, and no delay in exercising, any right, power or remedy hereunder shall operate as a waiver thereof, nor shall any single or partial exercise of such right,
power or remedy by such party preclude any other or further exercise thereof or the exercise of any other right, power or remedy.
 

9.8 Governing Law. This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware.
 

9.9 Dispute Resolution.
 

(a) As used in this Agreement, “Dispute” shall mean any dispute or disagreement between Purchaser and the Sellers concerning the interpretation of
this Agreement, the validity of this Agreement, any breach or alleged breach by any Party under this Agreement or any other matter relating in any way to this Agreement
provided, that "Dispute" shall not include any dispute relating to the NTAV Calculation, which shall be resolved in accordance with Section 2.3.
 

(b) If a Dispute arises, the parties to the Dispute shall follow the procedures specified in Sections 9.9(c), (d) and (e).
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(c) The parties shall promptly attempt to resolve any Dispute by negotiations between Purchaser and the Sellers. Purchaser or the Sellers, as the case
may be, shall give the other party written notice (the “Dispute Notice”) of any Dispute not resolved in the normal course of business. Purchaser and the Sellers (or their
representatives) shall meet at a mutually acceptable time and place within thirty (30) days after receipt of the Dispute Notice by the party to whom such Dispute Notice was
delivered, and thereafter as often as they reasonably deem necessary, to exchange relevant information and to attempt to resolve the Dispute. If Purchaser or the Sellers intend to
be accompanied at any such meeting by legal counsel, the other party shall be given at least three (3) business days' prior written notice of such intention and may also be
accompanied by legal counsel. If the Dispute has not been resolved by the parties (i) within ninety (90) days of receipt of a Dispute Notice, or (ii) if the parties fail to meet
within thirty (30) days of receipt of such Dispute Notice, either Purchaser or the Sellers may initiate binding arbitration as provided in Section 9.9(d).
 

(d) If the Dispute is not resolved by negotiations pursuant to Section 9.9(c), all Disputes shall be determined by binding arbitration in Chicago,
Illinois in accordance with the commercial rules of the AAA then in effect unless the parties mutually agree in writing to waive this provision. This agreement to arbitrate shall
be specifically enforceable under the laws of the State of Illinois. The party initiating arbitration shall file written notice of the demand for arbitration with the other party to the
Dispute and with the AAA in Chicago, Illinois. Such demand for arbitration shall be made within sixty (60) days after the expiration of the applicable time period set forth in the
last sentence of Section 9.9(c), and in no event shall such demand be made after the date when an institution of legal or equitable proceedings based upon such Dispute would be
barred by this Agreement or the applicable statute of limitations. The arbitration shall be before a single arbitrator chosen in accordance with the rules of the AAA, who shall
interpret this Agreement in accordance with the internal laws of the State of Delaware without reference to any rule or provision thereof which would cause the application of
the law of any other state. The award rendered by the arbitrator shall be final and binding and may not be appealed, and any judgment may be entered upon it in accordance with
the applicable law in any court having jurisdiction thereof. In no event shall any party be awarded punitive damages.
 

(e) At any time during the procedures specified in Sections 9.9(c) and (d), a party may seek a preliminary injunction or other provisional judicial
relief in the courts of Cook County, Illinois or the U.S. District Court for the Northern District of Illinois if in the judgment of such party such action is necessary to avoid
irreparable harm. Each party hereto consents to the exclusive jurisdiction of such courts with respect to this Section 9.9(e) and waive any objection to venue laid therein. Process
in any proceeding referred to in this Section 9.9(e) may be served on any party anywhere in the world. Each Party shall use its commercially reasonable efforts to perform its
obligations under this Agreement pending final resolution of any Dispute. All deadlines specified in this Section 9.9 may be extended by mutual written agreement between
Purchaser and the Sellers. The parties regard the obligations in this Section 9.9 to constitute an essential provision of this Agreement and one that is legally binding on them. In
case of a violation of the obligations in this Section 9.9 by either Purchaser or the Sellers, the other party may bring an action to seek enforcement of such obligations in any
court of law having jurisdiction thereof. The parties to the dispute shall pay their own costs, fees, and expenses incurred in connection with the application of the provisions of
this Section 9.9, and the prevailing party shall pay the fees and expenses of the AAA and the arbitrator in connection with the application of the provisions of Section 9.9.
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9.10 Table of Contents and Headings. The table of contents and section headings of this Agreement are for reference purposes only and are to be given no
effect in the construction or interpretation of this Agreement.
 

9.11 Notices. All notices and other communications under this Agreement shall be in writing and shall be deemed given when delivered personally or mailed
by certified mail, return receipt requested, to the parties (and shall also be transmitted by facsimile to the Persons receiving copies thereof) at the following addresses (or to such
other address as a party may have specified by notice given to the other party pursuant to this provision):
 

(a) Purchaser:

WPCS International Incorporated
One East Uwchlan Avenue, Suite 301
Exton, Pennsylvania 19341
Attn: Andrew Hidalgo, President
Phone: (610) 903-0400
Facsimile: (610) 903-0401

Copy to:

Thomas A. Rose, Esq.
Sichenzia Ross Friedman Ference LLP
61 Broadway
New York, New York 10006
Phone: (212) 930-9700
Facsimile: (212) 930-9725

(b) Sellers:

American Gas Services, Inc. Consultants
c/o Harold Mueller
1270 Gulf Boulevard #1406
Clearwater, Florida 33767
Phone: (727) 447-4748
Facsimile:

Copy to:

Daniel J. Brink
Reinhart Boerner Van Deuren s.c.
W233 N2080 Ridgeview Parkway
Waukesha, WI 53188
Phone: (262) 951-4532
Facsimile: (262) 951-4690
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9.12 Severability. If any provision of this Agreement is invalid or unenforceable, the balance of this Agreement shall remain in effect.
 

9.13 Binding Effect; Assignment. This Agreement shall be binding upon and inure to the benefit of the parties and their respective successors and permitted
assigns. Nothing in this Agreement shall create or be deemed to create any third party beneficiary rights in any person or entity not a party to this Agreement except as provided
below. No assignment of this Agreement or of any rights or obligations hereunder may be made by either the Sellers or the Purchaser (by operation of law or otherwise) without
the prior written consent of the other parties hereto and any attempted assignment without the required consents shall be void; provided, however, that the Purchaser may assign
this Agreement and any or all rights or obligations hereunder (including, without limitation, the Purchaser's rights to purchase the Interest and the Purchaser's rights to seek
indemnification hereunder) to any affiliate of the Purchaser. Upon any such permitted assignment, the references in this Agreement to the Purchaser shall also apply to any such
assignee unless the context otherwise requires.
 

9.14 Counterparts; Facsimile Signature. This Agreement may be executed in counterparts, each of which shall be deemed an original and all of which
together shall constitute one and the same agreement. Each of the parties to this Agreement agrees that a signature affixed to a counterpart of this Agreement and delivered by
facsimile by any person is intended to be its, his or her signature and shall be valid, binding and enforceable against such person.

[intentionally blank]
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 WPCS INTERNATIONAL INCORPORATED
 

 
 

 
 

 
By:  /s/ ANDREW HIDALGO

 

Andrew Hidalgo,
Chief Executive Officer

  

   
 AMERICAN GAS SERVICES, INC.
 

 
 

 
 

 
By:  /s/ HAROLD MUELLER

 

Harold Mueller,
President

  
 
   
 AMERICAN GAS SERVICES, INC. CONSULTANTS:
 
 

 
 

 
 

 By:  /s/ HAROLD MUELLER
 

Harold Mueller,
President

 
 
 



Exhibit 10.2
 

ESCROW AGREEMENT 
 

This Agreement is made as of the 5th day of April, 2007, between American Gas Services, Inc., a corporation organized and existing under the laws of the State of
Minnesota (“AGS”), the owner of a 60% joint venture interest in Taian AGS Pipeline Construction Co. Ltd., a joint venture enterprise in the City of Taian, Shandong province,
the People's Republic of China ("TAGS"), American Gas Services, Inc. Consultants, a corporation existing under the laws of Florida (“AGS Consultants”, and collectively with
AGS, the “Owner”), WPCS International Incorporated, a corporation organized and existing under the laws of the State of Delaware, with its principal offices at One East
Uwchlan Avenue, Suite 301, Exton Pennsylvania 19341 ("WPCS"), and Sichenzia Ross Friedman Ference LLP, a New York limited liability partnership having offices at
1065 Avenue of the Americas, New York, New York 10018 (the "Escrow Agent").
 

RECITALS
 

The AGS, AGS Consultants and WPCS are parties to that certain Interest Purchase Agreement, dated as of even date herewith (the "Purchase Agreement").
WPCS and the Owner wish to provide for the escrow of cash and shares of WPCS common stock (the “Shares”) pursuant to the Purchase Agreement, and desire that the Escrow
Agent hold such cash and Shares in connection therewith pursuant to the provisions of this Agreement, and the Escrow Agent is willing to hold such cash and Shares pursuant to
the provisions of this Agreement. All capitalized terms contained herein and not otherwise defined shall have the meaning ascribed to them in the Purchase Agreement. In
consideration of the premises and mutual covenants, agreements, representations and warranties contained herein, the parties hereby agree as follows:
 

1. WPCS and Owner hereby appoint the Escrow Agent to hold $80,000 in cash and 6,808 Shares (the "Escrowed Property"), in an attorney trust account, and
the Escrow Agent accepts such appointment, subject to the terms and conditions hereof. WPCS has, prior to the execution of this Escrow Agreement, delivered by way of wire
transfer to the Escrow Agent the cash portion of the Escrowed Property and will deliver the Shares to the Escrow Agent within three (3) business days of the Closing Date,
hereby irrevocably instructs the Escrow Agent to deal with the Escrowed Property on and subject to the terms hereof. In executing this Escrow Agreement the Escrow Agent
acknowledges receipt of the Escrowed Property and the instructions contained herein. Upon deposit of the Escrowed Property, the Escrow Agent shall provide written evidence
of such deposit to the Owner and WPCS.

 



 
2.     (a) The Escrow Agent shall retain the Escrowed Property until the NTAV of the Company as of the Closing Date shall be determined.

 
(b) the Purchase Price shall be adjusted by an amount equal to 60% of the difference between (a) the net tangible asset value of TAGS as of the Closing Date,

and (b)$3,300,000. Net tangible asset value is defined as total assets minus total liabilities minus intangible assets, calculated in accordance with Generally Accepted Accounting
Principles (“NTAV”). Any shortfall from the $3,300,000 shall proportionately reduce the cash and stock components of the Purchase Price. The Escrow Agent shall only
deliver the Escrowed Property upon (i) written notification signed by each of the Owner and WPCS of a final determination of the NTAV or (ii) delivery to the Escrow Agent of
a written arbitration award with respect to the determination of the NTAV.

 
(c)  The balance of any amount remaining after the delivery of payments required pursuant to Section 2(b) above (the “Escrow Payment”) shall be delivered

to the Owner within three (3) business days of the date of the escrow payments required by Section 2(b) above.
 

3. The Escrow Agent shall, from time to time, deliver all or some of the Escrowed Property to WPCS or the Owner in accordance with such written instructions,
jointly executed by WPCS and the Owner, as the Escrow Agent may receive.
 

4. The Escrow Agent shall not be under any duty to give the Escrowed Property any greater degree of care than it gives its own similar property, and it shall
have no liability hereunder, except for the willful breach or gross negligence of its duties hereunder.
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5. The Escrow Agent shall have no duties or responsibilities except those expressly set forth herein, and no implied duties or obligations should be read into this

Escrow Agreement against the Escrow Agent. The Escrow Agent need not refer to, and will not be bound by, the provisions of any other agreement, except for definitions of
terms contained in the Purchase Agreement.

 
6. The Escrow Agent may consult with counsel and shall be fully protected with respect to any action taken or omitted by it in good faith on advice of counsel.
 
7. The Escrow Agent makes no representation as to the validity, value, genuineness or the collectibility of any security or other document or instrument held by

or delivered to it.
 
8. The Escrow Agent will receive no compensation for its services hereunder.
 
9. In the event that the Escrow Agent shall be uncertain as to its duties or rights hereunder, or shall receive instructions from WPCS and the Owner, with

respect to the Escrowed Property, which, in its opinion, are in conflict with any of the provisions hereof (i) it shall be entitled to refrain from taking any action, and in doing so
shall not become liable in any way or to any person for its failure or refusal to comply with such conflicting demands, and it shall be entitled to continue so to refrain from
acting and so refuse to act until it shall be directed otherwise, in writing, jointly by WPCS and the Owner or until it shall receive a final determination of a court of law,
arbitration panel, or similar adjudicative body, or (ii) it may commence as interpleader action in any court of competent jurisdiction to seek an adjudication of the rights of
WPCS and the Owner.

 
10. The Escrow Agent may act in reliance upon any notice, instruction, certificate, statement, request, consent, confirmation, agreement or other instrument

which it believes to be genuine and to have been signed by a proper person or persons, and may assume that any of the officers of WPCS or the Owner purporting to act on
behalf of WPCS or the Owner in giving any such notice or other instrument in connection with the provisions hereof has been duly authorized to do so.

3



 
11.1 I n the event that the Escrow Agent retains counsel or otherwise incurs any legal fees by virtue of any provision of this Escrow Agreement, the

reasonable fees and disbursements of such counsel and any other liability, loss or expense which the Escrow Agent may thereafter suffer or incur in connection with this Escrow
Agreement or the performance or attempted performance in good faith of its duties hereunder shall be paid (or reimbursed to it) by WPCS. In the event that the Escrow Agent
shall become a party to any litigation in connection with its functions as Escrow Agent pursuant to this Escrow Agreement, whether such litigation shall be brought by or against
it, the reasonable fees and disbursements of counsel to the Escrow Agent including the amounts attributable to services rendered by members or associates of Escrow Agent at
the then prevailing hourly rate charged by them and disbursements incurred by them, together with any other liability, loss or expense which it may suffer or incur in connection
therewith, shall be paid (or reimbursed to it) by WPCS, unless such loss, liability or expense is due to the willful breach or gross negligence by the Escrow Agent of its duties
hereunder.

 
11.2 WPCS hereby unconditionally agrees to indemnify the Escrow Agent and hold it harmless from and against any and all taxes (including federal, state and

local taxes of any kind and other governmental charges), expenses, damages, actions, suits or other charges incurred by or brought or assessed against it for (i) anything done or
omitted by it in the performance of its duties hereunder, or (ii) on account of acting in its capacity as an Escrow Agent or stakeholder hereunder, except as a result of its willful
breach or gross negligence of its duties under this Escrow Agreement.

4



11.3  All reasonable expenses incurred by the Escrow Agent in connection with the performance of its duties hereunder shall be paid (or reimbursed to it) by
WPCS and the Owner, jointly and severally.
 

11.4 The agreements contained in this Section 11 shall survive any termination of the duties of the Escrow Agent hereunder.
 

12. The terms and provisions of this Escrow Agreement may not be waived, discharged or terminated orally, but only by an instrument in writing signed by
the person or persons against whom enforcement of the discharge, waiver or termination is sought.
 

13. The Escrow Agent shall not be bound by any modification of the provisions of this Escrow Agreement, unless such modification is in writing and signed
by WPCS and the Owner, and, with respect to any modification in Escrow Agent's duties or its rights of indemnification hereunder, it shall have given their prior written consent
thereto.
 

14. WPCS and the Owner shall, from time to time, execute such documents and perform such acts as the Escrow Agent may reasonably request and as may
be necessary to enable the Escrow Agent to perform its duties hereunder or effectuate the transactions contemplated by this Escrow Agreement.
 

15. WPCS and the Owner hereby acknowledge that the acts of the Escrow Agent are purely ministerial and do not represent a conflict of interest for the
Escrow Agent to act, or continue to act, as counsel for any party to this Agreement with respect to any litigation or other matters arising out of this Agreement or otherwise.
 

16. The Escrow Agent may resign at any time upon twenty (20) days' written notice to WPCS and the Owner. In the event of the Escrow Agent's resignation,
its only duty thereafter shall be to hold and dispose of the Escrowed Cash in accordance with the provisions of this Agreement until a successor Escrow Agent shall be appointed
and written notice of the name and address of such successor Escrow Agent shall be given to the resigning Escrow Agent by the other parties hereto, whereupon the resigning
Escrow Agent's only duty shall be to deliver the Escrowed Cash to the successor Escrow Agent.
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17. The rights created by this Agreement shall inure to the benefit of, and the obligations created hereby shall be binding upon, the heirs, successors, assigns
and personal representatives of the Escrow Agent, WPCS and the Owner.
 

18. Each notice, demand, request, approval or communication ("Notice") which is or may b e required to be given by any party to any other party in
connection with this Agreement and the transactions contemplated hereby, shall be in writing, and given by personal delivery, certified mail, return receipt requested, prepaid, or
by overnight express mail delivery and properly addressed to the party to be served at such address as set forth above.
 

Notices shall be effective on the date delivered personally, the next day if delivered by overnight express mail or three days after the date mailed by certified
mail.
 

19. This Escrow Agreement shall be governed by, and its provisions construed in accordance with the laws of the State of New York.

[Intentionally blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Escrow Agreement to be duly executed as of the day and year first above written.
 
 
   
 WPCS INTERNATIONAL INCORPORATED
 
 

 
 

 
 

By:  /s/ ANDREW HIDALGO
 

Andrew Hidalgo
Chief Executive Officer

  

   
 SELLER:

 
AMERICAN GAS SERVICES, INC.

 
 

 
 

 
 

 By:  /s/ HAROLD MUELLER
 

Name: Harold Mueller
Title: President

  

   
 AMERICAN GAS SERVICES, INC. CONSULTANTS:
 
 

 
 

 
 

 By:  /s/ HAROLD MUELLER
 

Name: Harold Mueller
Title: President

  

 
ESCROW AGENT:
SICHENZIA ROSS FRIEDMAN FERENCE LLP
 
 
 

   

/s/ THOMAS A. ROSE    

Thomas A. Rose,
Partner

  

   



Exhibit 99.1
 
PRESS RELEASE                                                                        
SOURCE: WPCS International Incorporated
 

WPCS Completes Acquisition of China Based Taian AGS
 

EXTON, PA - (PR Newswire - First Call) - April 9, 2007) WPCS International Incorporated (NASDAQ: WPCS), a leader in design-build engineering services for specialty
communication systems and wireless infrastructure, has announced that it has completed the acquisition of the majority interest in China based Taian AGS Pipeline Construction
Company Ltd. (TAGS). WPCS acquired 60% ownership in TAGS for a purchase price of $1.6 million in cash and stock.
 
Founded in 1997 and headquartered in the Province of Shandong, TAGS is a communications infrastructure engineering company serving the China market. TAGS is certified
by the People’s Republic of China as both a Construction Enterprise of Reform Development company and a Technically Advanced Construction Enterprise company for the
Province of Shandong, which are two of the highest certifications achievable for engineering and construction based businesses in China. TAGS is also licensed in 17 other
provinces and has completed projects for a diverse customer base of businesses and government institutions in over 30 cities in China. The company has 80 employees.
 
Historically profitable, TAGS is projected to achieve approximately $3 million in revenue and $1 million in EBIT for the upcoming FY2008 WPCS fiscal year ending April 30,
2008. Andrew Hidalgo, Chairman and CEO of WPCS, commented, “We are pleased to conclude this transaction as it now allows us to initiate our growth and expansion plans
for the China market. TAGS has an outstanding management team and engineering staff led by its Chairman, Mr. Zhou Chuanli, who will remain in charge of the operation.”
 
About WPCS International Incorporated:
 
WPCS provides design-build engineering services for specialty communication systems and wireless infrastructure including site design, product integration and project
management. The company has an extensive customer base that includes corporations, government entities and educational institutions. For more information, please visit
www.wpcs.com
 
Statements about the company's expectations, including revenue and earnings and all other statements in this press release, other than historical facts, are "forward looking"
statements and are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. Such forward looking statements involve risks and
uncertainties and are subject to change at any time. The company’s actual results could differ materially from expected results. In reflecting subsequent events or
circumstances, the company undertakes no obligation to update forward-looking statements.
 

 
Contact:
Carol Lindley / WPCS International Incorporated
610-903-0400 x100
ir@wpcs.com


