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STOCK EXCHANGE AGREEMENT
DATED AS OF SEPTEMBER [{2], 2007
BY AND AMONG
SKRM INTERACTIVE, INC., [JEFFREY] MARTIN,
SECTOR 10 SERVICES — USA, INC., SECTOR 10 HOLDINGS, INC, AND

THE PERICLES DEAVILA INSTITUTE FOR HUMANITARIAN STUDIES

Page 1 of 26













http://www.sec.gov/Archives/edgar/data/925661/000114420407053916/v090167_ex10-1.htm 6/18/08 9:17 PM

91/11/2862 22:45 1@ SECTORTEN PAGE @62

STOCK EXCHANGE AGREEMENT

THIS STOCK EXCHANGE AGREEMENT (this “Agreement”), dated as of September
(12 ]. 2007, by and among SKRM INTERACTIVE, INC., a Delaware corporation which does
business at 11637 Orpington Street, Orlando, Florida 32817 (“SKMI™), [JEFFREY] MARTTN, l
an individual whose address is /{0y Yellewwed Cyac ) (1) sz ] (“Martin”), SECTOR 10 »
SERVICES-USA, INC., a Nevada corporation which does busfness at 14553 South 790 West, 3
Suite C, Bluffdale, Utah 84065 (“Sector 10 Services”), SECTOR 10 HOLDINGS, INC., a

Nevada corporation which does business at 14553 South 790 West, Suite C, Bluffdale, Utah
84065 (“Sector 10 Holdings™), and THE PERICLES DEAVILA INSTITUTE FOR

HUMANITARIAN IES, a [ _£iC | whose principal address s
SIS the “Deavila Institute™). For ease of reference, SKMI and Martin

may be referred to individually as a “SKMI Party” and collectively as the “SKMI Parties;”
Sector 10 Services, Sector 10 Holdings and Deavila institute may be referred to individually as a
“Sector 10 Party” and collectively as the “Sector 10 Parties” and SKMI, Martin, Sector 10
Services, Sector 10 Holdings and Deavila Institute may be referred to individually as a “Party”
and collectively as the “Parties,”

RECTTALS

WHEREAS. Sector 10 Holdings and Deavila Institute desire to transfer to SKMI shares
of common stock of Sector 10 Services which represent, in the aggregate, 75% of the issued and
outstanding shares of Sector 10 Services, in exchange for the transfer by SKMI and Martin to
Sector 10 Holdings and Deavila Institute of shares of the commen stock of SKMI which
represent, in the aggregate [85]% of the issued and outstanding shares of the shares of capital
stock of SKMI (the “Exchange”), and

WHEREAS, the Parties desire to set forth the terms and conditions governing the
Exchange; '

NOW THEREFORE, in consideration of the mutual covenants and undertakings and
other good and valuable consideration, the receipt, adequacy and legal sufficiency of which is
hereby acknowledged, the Parties, intending to be legally bound, agree as follows:

ARTICLE ]
EXCHANGE OF SHARES

1.1, Sector 10 Exchange. On the terms and subject to the conditions set forth in this
Agreement, at the closing of the transactions contemplated by this Agreement (the

“Clﬁsing"\_ which is mare narficularly deserihed in Article V healaw Qontar 110
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stock of Sector 10 Services, which 573,750 shares of the common stock of Sector
10 Services (the “Sector 10 Shares™) represent 75% of the issued and outstanding
shares of the capital stock of Sector 10 Services as of the date of this Agreement
and will represent 75% of the issued and outstanding shares of capital stock of
Sector 10 Services as of the date of the Closing (the “Closing Date™).

SKMI Exchange. On the terms and subject to the conditions set forth in this
Agreement, at the Closing, which is mare particularly described in Article V
below, SKMI will issue and deliver to Sector 10 Holdings and Deavila Institute
47,058,824 shares and 2,941,176 shares, respectively, of the common stock of
SKMI and Martin will transfer to Sector 10 Holdings and Deavila Institute
14,117,647 shares and 882,353 shares, respectively, of the common stock of
SKMI, which 65,000,000 shares of the common stock of SKMI (the “SKMI
Shares™) represent not Jess than 85% of the issued and outstanding shares of the
capital stock of SKMI as of the date of this Agreement and will represent not fess
than 85% of the 1ssued and outstanding shares of capital stock of SKMT as of the
date of the Closing (the “Closing Date™). The shares of SKMT common stock to
be issued, delivered and transferred to Sector 10 Holdings and Deavila Institute
pursuant to this Section 1.2 will be not registered pursuant to the provisions of the
Securities Act of 1933, as amended (the “Securities Act”).

The Clusing. The Closing shall take place at the offices of SKMI, 11637
Orpington Street, Orlando, FL 32817 on $,4/2 , 2007, (the “Closing Date”™), or
such other date and place as the parties shall agree to in writing. Upon the mutual
agreement of the Parties, the Closing may be competed fax transmission with
signed originals of the various transaction documents to be to the respective
Parties at their respective addresses set forth above,

Termination. Certain of the Parties may terminate this Agreement as provided
below:

A, The Parties may terminate this Agreement by mutual written consent at
any time prior to the Closing;

B The SKMI Parties may terminate this Agreement by giving written notice
to the Sector 10 Parties at any time prior to the Closing (A) in the event

anm -
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Party breaching any representation, warranty, or covenant contained in
this Agreement); and

C. The Sector 10 Parties may terminate this Agreement by giving written
notice to the SKMI Parties at any time prior to the Closing (A) in the event
any SKMI Party has breached any material representation, warranty, or
covenant contained in this Agreement in any material respect, the Sector
10 Parties have notified the SKMI Parties of the breach, and the breach
has continued without cure for a period of 20 days after the notice of

. breach or (B) if the Closing shall not have occurred on or before
| A4 \1 o |___September 28, 2007, by reason of the failure of any condition precedent
| A _ {j_‘_ | under Alrth (b) hereof (unless the failure results primarily from any
b _ of the Sector 10 Parties breaching any representation, warranty, or
covenant contained in this Agreement).

1.5.  Effect of Termination. If any Party terminates this Agreement pursuant to
Section 1.4 above, all rights and obligations of the Parties hereunder shall
terminate without any liability of any Party to any other Party (except for any
hability of any Party then in breach), Notwithstanding the foregoing, the Parties’
obligations under this Agreement regarding confidentiality shall survive for a
period of one year from the date of termination of the Agreement,

1.6, Representations and Warranties of SKMI and Martin, Each of SKMJ and Martin,

jointly and severally, makes the following representations and warranties to
Sector 10 Holdings and Deavila Institute:

A Access to Information Each of SKMI and Martin, in making the decision
to enter into this Agreement and consummate the Exchange, has relied
upon the representations and warranties contained in this Agreement as
well as independent investigations made by cach of them and/or their
respective representatives.
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D Brokers or Finders. No person has or will have, as a result of the
transactions contemplated by this Agreement, any right, interest or valid
claim against or upon SKMI, Martin, Sector 10 Services, Sector 10
Holdings or Deavila Institute for any commission, fee or other
compensation as a finder or broker because of any act or omission by
SKMI or Martin or their respective agents.

1.7 Covenant of SKMI Parties As an inducement to the Sector 10 Parties to
execute this Agreement and consummate the transactions contemplated hereby, each of the
SKMI Parties hereby covenants and agrees that it or he will not, during any period of three
consecutive months occurring during the two-vear period commencing on the Closing Date, sell,
assign, pledge, create a derivative position with respect to or in any other manner transfer (or
permit any such sale, assignment, pledge, creation of a derivative position or transfer) for its or
his own account or for the account of any person affiliated with such SKMI Party of shares of the
common stock of SKMI which equal or exceed, in the aggregate, one percent (1%) of the then
issued and outstanding shares of SKMI common stock.

ARTICLE 11
REPRESENTATIONS AND WARRANTIES OF SECTOR 10 SERVICES

Sector 10 Services makes the following representations and warranties to the SKMI
Parties as of the date hereof and as of the Closing Date, unless a different date is specifically
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Sector 10 Common Stock, 720,000 shares are owned by Sector 10 Holdings and
45,000 shares are owned by Deavila Institute, Other than restrictions imposed by
federal and state securities laws, said shares are not subject to any restriction on
transferability. Neither Sector 10 Holdings nor Deavila Institute has any claim
against Sector 10 Services regarding the issuance or cancellation of the Sector 10
Common Stock.

Options and Rights. There are no outstanding subscriptions, options, warrants,
rights, securities, contracts, commitments, understandings or arrangements under
which Sector 10 Services is bound or obligated to issue any additional shares of
its capital stock or rights to purchase shares of its capital stock (collectively,

“Options”).

Financial Statements. The unaudited balance sheet of Sector 10 Services as of
December 21, 2006 (the “Sector 10 Balance Sheet™), a copy of which is attached
hereto as Exhibit A, fairly presents the financial position of Sector 10 Services as
of such date,

Absence of Liabilities. Except as set forth on the Sector 10 Balance Sheet, Sector
10 Services has no material liabilities, contingent or otherwise, other than (a)

6/18/08 9:17 PM
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lamihties not required under generally accepted accounting principles to be
reflected on the Sector 10 Balance Sheet or (b} liabilities incurred by Sector 10
Services in the ordinary course of business subsequent to December 31, 2006,

Absence of Chanaes. Except as set forth on Schedule 2.8 hereto, since December
31, 2006, Sector 10 Services has conducted its business only in the ordinary
course of business and there has not been: (a) any material adverse change in the
business or operations of Sector 10 Services; (b) any amendment or change in the

B1/11/2662 22:45
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provided to the SKMI Parties; or (g) any material change by Sector 10 Services in
accounting methods or principles, except as disclosed.

Litigation. There is no action, suit, proceeding or investigation pending or, to the
actual knowledge, without independent investipation or diligence, of the
management of Sector 10 Services, is currently threatened, against Sector 10
Services. The management of Sector 10 Services is not presently aware, without
independent investigation or diligence, of any legitimate basis for any such
action, suit, proceeding or investigation of the foregoing or any intent on its part
to initiate any of the foregoing.

Consents: Contracts. No consent of any party to any contract or from any
authority is required in connection with the execution, delivery or performance of

this Agreement by Sector 10 Services, or the consummation of the transactions
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substance reasonably acceptable to the SKMT Parties, and delivered to the SKMI
Parties at the Closing. To the actual knowledge of the management of Sector 10
Services, without independent investigation or diligence, each material contract to
which Sector 10 Services is a party is in full force and effect and is valid and
enforceable in accordance with its terms, except as enforceability may be limited
by applicable bankruptey, insolvency or similar laws affecting or relating to the
enforcement of creditors” rights generally or by equitable principles relating to
enforceability.  Sector 10 Services has performed in all material respects all
material obligations required to be performed by it and (i) is not in default in any
respect under or in breach of, and (ii) is not in receipt of any claim of default or
breach under any material contract. To the actual knowledge of the management
of Sector 10 Services, without independent investigation or diligence, no event
has occurred which with the passage of time or the giving of notice or both would
result in a default, breach or event of non-compliance under any materiai contract
to which Sector 10 Services is a party (including without limitation all
performance bonds, warranty obligations or otherwise).
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connection with any such Tax Returns. None of Sector 10 Services' income tax
retums have been audited by any taxing authority. Sector 10 Services has
withheld or collected from each payment made to its employees the amount of all
taxes required to be withheld or collected therefrom and has paid all such
amounts to the appropnate taxing authorities when due.

Compliance. Sector 10 Services has, in all material respects, complied with all
laws, regulations and orders applicable to its business and has all material permits
and licenses required thereby. There is no term or provision of any material

mnartaaoe  mdontiws  Anmtrant anroamiant ae cambmassand ba cededable Qe 10
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Services is a party or by which it is bound, or, to the actual knowledge of the
menagement of Sector 10 Services, without independent investigation or
diligence, of any state or Federal judgment, decree, order, statute, rule or
regulation applicable to or binding upon Sector 10 Services that materially and
adversely affects the business operations or financial condition of Sector 10
Services or any of its properties or assets. To the actual knowledge of the
management of Sector 10 Services, without independent investigation or
diligence. no employee of Sector 10 Services is in violation of any contract or
covenant relating to employment, patent, other proprietary information disclosure,
non-competition, or non-solicitation,

Books and Records. The books of account, ledgers, order books, records and
documents of Sector 10 Services accurately reflect all material information
relating to the business of Sector 10 Services, the location and collection of its
assets, and the nature of all transactions giving rise to the obligations or accounts
receivable of Sector 10 Services.

Brokers or Finders. Sector 10 Services has not agreed to incur, directly or
indirectly, any liability for brokerage or finders’ fees, agents’ commissions or
other similar charges in connection with this Agresment or any of the transactions
contemplated hereby or thereby.

ARTICLE I
REPRESENTATIONS AND WARRANTIES OF
SECTOR 10 HOLDINGS AND DEAVILA INSTITUTE

Each of Sector 10 Holdings and Deavila Institute, <everany but not _|0|ntly, makes the
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documents, instruments and certificates contemplated herein or related hereto
(collectively the “Transaction Documents™) and perform its obligations hereunder
and thereunder. Upon execution and delivery of this Agreement by the parties
hereto and thereto thls Agreemcnt shall consntute the lcgal vahd and binding

6/18/08 9:17 PM
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obligation ol ¢ach of Sector 10 Holdings and Deavila Institute, enforceable
against it in accordance with its terms, except as enforceability may be limited by
applicable bankruptcy, insolvency or similar laws affecting or relating to the
enforcement of creditors’ rights generally or by equitable principles relating to
enforceability.

3.2 Title. Each of Sector 10 Holdings and Deavila Institute (a) is the sole record and

33

beneficial owner of the Sector 10 Shares attributed to such owner in Section 2.4
above, free and clear of all liens or encumbrances (other than encumbrances arising
under applicable federal or state sccurities laws), save as disclosed in this Agreement
and (b) has sole managerial and dispositive authority with respect to such Shares. All
proxies granted with respect to such Sector 10 Party’s shares have been validly
revoked. Upon consummation of the Exchange as contemplated by this Agreement,
each of Sector 10 Holdings and Deavila Institute will convey to the SKMI Parties
good and marketable title to the 573,750 shares of Sector 10 Cormmon Stock
identified in Section 1.1 above, and the SKMI Parties will acquire good and
marketabie title to such shares of Sector 10 Common Stock, free and clear of any and
all liens or contractual restrictions or limitations whatsoever,

Authorization Each of Sector 10 Holdings and Deavila Institute has complied
with all applicable regulations and orders in connection with the execution,
delivery and performance of this Agreement, and the transactions contemplated
hereby and thereby. Neither Sector 10 Holdings nor Deavila Institute is required
to submit any notice, repost, or other filing with any governmental authority in
connection with such its execution or delivery of this Agreement, nor the
consummation of the transactions contemplated hereby. WNo authorization,
consent, approval, exemption or notice is required to be obtained by Sector 10
Holdings or Deavila Tnstitute in connection with the execution, delivery, and
performance of this Agreement and the transactions contemplated hereby.

81/11/2082 22:46 18 SECTORTEN PAGE
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ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF SKMI PARTIES

Each of the SKMI Parties, jointly and severally represents and warrants to the Sector 10 Parties
as follows, which representations and warranties are, and as of the Closing Date shall bs. true

and correct;

41

42

4.3

4.4

4.5

Organization and Standing. SKMI has been duly incorporated and is validly
existing and in good standing under the laws of the State of Delaware and has the
requisite corporate power and authonty necessary to own its properties and to
conduct its business as presently conducted. SKMT is duly qualified to transact
business as a Delaware corporation and is in good standing in every jurisdiction in
which the failure to so qualify would have a material adverse effect on the
operations or financial condition of SKMI.

Subsidiaries. SKMI has no subsidiaries.

Capitalization. The total authorized capital of SKMI consists solely of
50,000,000 shares of common stock, par value $0.001 per share, of which
26,548,292 shares are issued and outstanding, and 5,000,000 shares of preferred
stock, par value $0.001 per share, of which no shares are issued and outstanding.

Options and Rights. There are no outstanding subscriptions, options, warrants,
rights, sccurities, contracts, commitments, understandings or arrangements under
which SKMI, Martin or any of their respective affiliates is bound or obligated to
1ssue any additional shares of its capital stock or rights to purchase shares of its
capital stock. There is no outstanding stock appreciation, phantom stock, profit
participation, or similar rights with respect to SKMI. There are no voting trusts,
proxies, or other agreements or understandings with respect to the voting of any
shares of SKMI’s capital stock. SKMI is not in default under or in violation of
any provision of its certificate of incorporation or bylaws.

Financial Statements. The SKMI Parties have delivered to the Sector 10 Parties
the following financial statements: audited balance sheet and audited statements
of income and cash flow of SKMI as of March 31, 2007 and for the fiscal year
then ended; and (ii) unaudited balance sheet as of June 30, 2007 and unaudited
statements of income and cash flow for the three months then ended (collectively,
the “SKMI Financial Statements™). The SKMI Financial Statements have been
prepared from books and records maintained by SKMI consistent with past
practice and in accordance with accounting principles generally accepted in the
United States (“GAAP™);, provided, however, that the unaudited Financial
Statements are subject to normal year-end adjustments and lack footnotes
required by GAAP. The SKMI Financial Statements present fairly the financial

S
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condition of SKMI at the dates specified and the results of its opetations for the
periods specified, consistent with GAAP. SKMI maintains and will continue to
maintain standard systems of accounting and internal controls established
maintained in a manner permitting the preparation of financial statements in
accordance with GAAP,

Absence of Liabilities. Except as set forth in the Financial Statements, SKMI has
no material liabilities, contingent or otherwise, other than (i) obligations not
required under generally accepted accounting principles to be reflected in the
Financial Statements and (ii) as disclosed on Schedule 4.6 hereto.

Absence of Changes Except as set forth on Schedule 4.7 hereto, SKMT has not
been subject to: (a) any material adverse change; (b) any amendment or change in
SKMTI's authorized or issued capital stock, or Certificate of Incorporation; (c) any
declaration, setting aside or payment of any dividend or distribution (whether in
cash, stock or property) in respect of, the capital stock of SKMI, any purchase,
retirement, redemption or other acquisition of, any grant of any stock option,
warrant or other right to purchase shares of, or the grant of any registration rights
with respect to, the capital stock of SKMI; (d) any cancellation of, or agreement
to cancel any indebtedness or obligation owing to SKMI; (¢) any amendment,
meodification or termination of any existing permits or contracts, or entering into
any new contract or plan relating to any salary, bonus, insurance, pension, health
or other employee welfare or benefit plan for or with any directors, officers,
empioyees or consultants of SKMI; (f) any entry info any material contract by
SKMI not in the ordinary course of business, including, without limitation,
relating to any borrowing, capital expenditure or the sale or purchase of any
property, rights, or assets or any options or similar agreements with respect to the
foregoing, (g) any disposition by SKMI of any material asset; or (h) any change
by SKMI in accounting methods or principles.

Litigation. There is no action, suit, proceeding or investigation pending or, to the
actual knowledge of SKMI, without independent investigation or diligence, is
currently threatened, against SKMI, except as described on Schedule 4.8 to this
Agreement. SKMI is not aware of any basis for any of the foregoing or any intent
on its part to initiate any of the foregoing,

Consents; Contracts. No consent of any party to any contract or from any
authority is required in connection with the exeoution, delivery or performance of
this Agreement, or the consummation of the transactions contemplated hereby,
except for such consents that are obtained, in form and substance reasonably
acceptable to the Sector 10 Parties, and delivered to the Sector 10 Parties at the
Closing Each material contract to which SKMI is a party is in full force and
effect and is valid and enforceable in accordance with its terms, SKMI has

10
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performed in all material respects all obligations required to be performed by it
and (i) is not in default in any respect under or in breach of, and (ii) is not in
receipt of any claim of default or breach under any material contract, No event
has occurred which with the passage of time or the giving of notice or both would
result in a defanlt, breach or event of non-compliance under any material contract
to which SKMI is subject (including without limitation all performance bonds,
warranty obligations or otherwise).

Taxes. SKMI has paid all taxes due as of the date hereof. SKMT has timely filed
or has obtained presently effective extensions with respect to all Federal, state,
county, and local tax returns (collectively, “Tax Returns®) that SKMI is required
to file. The Tax Returns are true and correct and all taxes shown thereon to be
due have been timely paid, with any exceptions permitied by any taxing authority
not having a materially adverse effect on SKMI No penalties or other charges
are or will become due with respect to any such Tax Returns as the result of the
late filing thereof. SKMI has either paid or established in the Financial
Statements adequate reserves for the payment of all such taxes due or claimed to
be due by any taxing authority in connection with any such Tax Returns. None of
SKMTI's federal income tax retuns have been audited by the Internal Revenue
Service, and no controversy with respect to taxes of any type is pending or, to the
actual knowledge of the management or SKMI, without independent investigation
or diligence, threatened. SKMI has withheld or coliected from each payment
made to 1ts employees the amount of all taxes required to be withheld or collected
there from and has paid all such amounts to the appropriate taxing authoritics
when due. Neither SKMI nor any of its stockholders (including Martin) has ever
filed (i) an election pursuant to Section 1362 of the Internal Revenue Code of
1986, as amended (the “Code™), that SKMI be taxed as an 8§ Corporation, or (ii) a
consent pursuant to Section 341(f) of the Code relating to coliapsible
corporations. SKMI intends, pursuant to Section 368(a)1)(b) of the Internal
Revenue Code that this Agreement refers to a transaction that qualifies as a tax
free event and is solely based on the exchange of the voting stock of SKMI and
Sector 10 Services,

Compliance. Each of the SKMI Parties has, in all material respects, complied
with all laws, regulations and orders applicable to SKMI's business operations, as
well as the Exchange, and has all material permits and licenses required thereby.
There is no term or provision of any material mortgage, indenture, contract,
agreement or instrument to which SKMI is a party or by which it is bound, or, to
the actual knowledge of the management of SKMI, without independent
investigation or diligence, of any state or Federal judgment, decree, order, statute,
rule or regulation applicable to or binding upon SKMI that materially and
adversely affects the business operations or financial condition of SKMI or any of
its properties or assets. To the actual knowledge of the management of SKIMI.

6/18/08 9:17 PM
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without independent investigation or diligence, no employee of SKMI is in
violation of any contract or covenant relating w employment, patent, other
proprietary information disclosure, non-competition, or non-solicitation.

Books and Records. The books of account, ledgers, order books, records and
documents of SKMT accurately and completely reflect all material information
relating to the business of SKMI, the location and collection of its assets, and the
nature of all transactions giving rise to the obligations or accounts receivable of
SKML.

Brokers or Finders. SKMI has not agreed to incur, directly or indirectly, any
liability for brokerage or finders’ fees, agents’ commissions or other similar
charges in conbection with this Agreement or any of the transactions
contemplated hereby or thereby.

Disclosures. The SKMI Parties have provided the Sector 10 Parties with all
information requested by the Sector 10 Parties in connection with their decision
to enter into this Agreement and consummate the Exchange. Neither this
Agreement, any Exhibit hereto, nor any report, certificate or instrument fumished
to the Sector 10 Parties or their agents or representatives in connection with the
transactions contemplated by this Agreement, contains or will contain any
material misstatement of fact or omits to state a material fact necessary to make
the statements contained herein or therein not misleading.

SKMT Shares. Martin is the sole record and beneficial owner of the 15,000,000
SKMI Shares to be transferred by him to Sector 10 Holdings and Deavila Institute
pursuant to Section 1.2 above and has sole managerial and dispositive authority
with respect to all such SKMT Shares.  All of the SKRI Shares to be issued and
delivered to Sector 10 Holdings and Deavila Tnstitute by SKMIT and transferred to
Sector 10 Holdings and Deavila Institute by Martin pursuant to this Agreement,
when issued, delivered and transferred in accordance with the terms of this
Agreement, will be duly authorized, validly issued, fully paid, and non-assessable
and free of preemptive rights. All proxies granted with respect to the SKMI
Shares have been validly revoked. Upon consummation of the Exchange as
contemplated by this Agreement, SKMI and Martin will convey to the Sector 10

Holdings and Deavila Institute good and marketable title to the 65,000,000 shares
of SKMI Comman Stock identified in Section 1 2 ahave and Sectar 10 Haldinos
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SEC Information. Except as described in Schedule 4.16, SKMI has filed with the

Securities and Exchange Commission (the “Commission™) all filings and reports
that SKMI (or any predecessor of SKMI) was required to file with the
Commission (the “SEC Documents”). The audited consolidated financial
statements of SKMI as of and for the year ended March 31, 2007, copies of which
are set forth in Schedule 4.16 and are contained within the SEC Documents, have
been prepared in accordance with generally accepted accounting principles
consistently applied (except as may be otherwise noted therein) and fairly present
the consolidated financial position of SKMT as of such date and the consolidated
results of operations of SKMI for the year then ended. As of their respective
dates, the SEC Documents complied in all material respects with the
requirements of the Securities Act or the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), as the case may be, and none of the SEC
Documents contained any untrue statement of a material fact or omitted to state a
material fact required to be stated therein or necessary to make the statements
therein, in light of the circumstances in which they were made, not misleading.

Related Parties. No former or current officer, employee, director, or affiliate of
SKMI or any individual related by blood, marriage or adoption to any such
individual or any entity in which any such person or individwal owns any
beneficial interest, is currently a party to any agreement, contract, commitment or
transaction with SKMI or any of its affiliates or owns (or has a direct interest in)
any asset, tangible or intangible, which is used in the operation of the business of
SKML No former or current officer, employee, director, employee or affiliate of
SKMI has been convicted, disciplined, sanctioned or otherwise reprimanded by
the Commission or any other regulatory authority, any sccurities exchange,
quotation service or other organization engaged in the sale, trading, brokerage,
marketing or quotation of secunities, any regulatory authority of any nature
whatsoever, any court or tribunal or any govemmental body.

Non-Contravention. Neither the execution and the delivery of this Agreement nor
any of the other transaction documents to which any SKMI Party is a party, nor
the consummation of the transactions contemplated by this Agreement, will (i)
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approval of any government or governmental agency in order for the Partics to
consummate the transactions contemplated by this Agreement.

4.19  Contractual Obligations.

A Schedule 4.19 to this Agreement lists the following contracts and other
agreements to which SKMT or any of its affiliates is a party:

(i) any agreement (or group of related agreements) for the lease of
personal property to or from any person pursnant to which SKMI is
obligated to make aggregate future payments in excess of $25,000:

(i)  any agreement (or group of related agreements) for the purchase
or sale of raw materials, commodities, supplies, products, or other
personal property, or for the furnishing or receipt of services, which
obligates SKMI to make aggregate future payments in excess of
$25.000:

(lif)  any agreement concerning a partnership or joint venture;

(iv)  any agreement (or group of related agreements) under which
SKMI bas created, incurred, assumed, or guaranteed any indebtedness
for borrowed money, or any capitalized lease obligation, under which it
has imposed an encumbrance on any of its assets, tangible or intangible;

(v)  any agreement concemning confidentiality or imposing any

material restriction on the right of SKMI to compete with any other
Person,

Page 16 of 26
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(x)  any supply or vendor agreement under which SKMI receives any
services, goods, or other items pursuant to which SKMI is obligated to
make aggregate future payments in excess of $25,000;

(xi)  any agreement (or group of related agreements) pursuant to
which SKMI is obligated to make aggregate future payments in excess
of $25,000; and

(xif) any agreement not identified in the preceding subsections (i)
through (xi) under which the consequences of a default or termination
are reasonably likely to have a material adverse effect on SKMI,

SKMI has delivered to the Sector 10 Parties a correct and complete copy
of each written agreement listed in Schedule 4.19 to this Agreement,

With respect to each such agreement: (A) the agreement is legal, valid,
binding, enforceable, and in full force and effect in all material respects;
(B) the agreement will continue to be legal, valid, binding, enforceable,
and in full force and effect in all material respects following the
consummation of the transactions contemplated hereby; (C) SKMI is not
and, to the actual knowledge of the management of SKMI, without
independent investigation or diligence, each other party is not in material
breach or default, and no event has occurred which with notice or lapse of

#1ma arld vansanakle Tan aveaantad ba mamcilinga n menkhacnial hacnale e
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default, or permit termination, modification, or acceleration, under the
agreement, and (D) no party has repudiated any material provision of the
agreement.
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10 Holdings and Deavila Tnstitute as contemplated by this Agreement
represent not less than 85% of the issued and outstanding shares of the
capital stock of SKMI as of the date of this Agreement and will represent
not less than 85% of the 1ssued and outstanding shares of capital stock of
SKMI as of the Closing Date.

An officer’s certificate executed by the President of SKMI confirming that
that Certificate of Incorporation of SKMI, as amended and restated
through the Closing Date and attached to the certificate. and the Bylaws of
SKMI, also as amended and restated through the Closing Date and
attached to the certificate, are accurate and correct and that SKMI is in
good standing with the State of Delaware as of the Closing Date.

A certificate of good standing, issued by the Secretary of State of the State
of Delaware, evidencing that SKMI is in good standing in the State of
Delaware as of a date within five days of the Closing Date.

Such other documents as the Sector 10 Parties mav reasanahlv reanest in
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order to confirm the performance by the SKMI Partics of their respective
obligations set forth in this Agreement and to effectuate the Exchange.

Deliveries by Sector 10 Parties. At the Closing, the Sector 10 Parties shall deliver

to the SKMI Parties the following:

A

Certificates evidencing the Sector 10 Shares, in the name of SKMI as
contemplated by Section 1.2 above. All such certificates shall be in
genuine and unaliered form, representing all of the Sector 10 Shares, free
and clear of all Liens, duly endorsed in blank or accompanied by duly
executed stock powers endorsed in blank, for transfer to SKMI  The
573,750 Sector 10 Shares to be transferred to SKMI as contemplated by

this Agreement represent not less than 75% of the issued and outstanding
shares of the canital dnack af Qeantnr 1N Qarvicac ae af the Aada nf 4hic

g1/11/2@8e2 22:46
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A centificate of good standing, issued by the Secretary of State of the State
of Nevada, cvidencing that Sector 10 Services is in good standing in the
State of Nevada as of a date within five days of the Closing Date

Such other documents as the SKMI Parties may reasonably request in
order to confirm the performance by the Sector 10 Parties of their
respective obligations set forth in this Agreement and to effectuate the
Exchange.

ARTICLE VI
SURVIVAL OF TERMS; INDEMNIFICATION

6/18/08 9:17 PM
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6.1 Survival: Knowledge All of the terms and conditions of this Agreement, together with
the representations, warranties and covenants contained herein or in any instrament or
document delivered or to be delivered pursuant to this Agreement, shall survive the
execution of this Agreement and the Closing notwithstanding any investigation
heretofore or hereafter made by or on behalf of any party hereto; provided, however,
that (i) the agreements and covenants set forth in this Agreement shall survive and
continue until all obligations set forth therein shall have been performed and satisfied;
and (if) all representations and warranties of the Parties shall survive and continue until
cighteen (18) months from the Closing Date (the “Anniversary Date™), except for
representations and warranties for which a claim for indemnification hereunder (an
“Indemnification Claim™) shall be pending as of the Anniversary Date, in which event
such representations and warranties shall survive with respect to such Indemnification
Claim until the final disposition thereof.

6.2 Indemnification by Sector 10 Holdings and Deavila Institute. Each of Sector 10

Holdings and Deavila Institute shall, jointly and severally, indemnify, defend and hold
harmless the SKMI Parties and each of the officers, directors, employees, sharcholders,
attorneys, accountants, partners, representatives, agents, successors and assigns of the
foregoing (each an “SKMI Indemnified Party” and collectively, the “SKMI
Indemnified Parties™), at all times after the date of this Agreement, from and against
any and all damages, losses, claims. costs. or ¢xpenses (including reasonable attorney’s
fees and costs) of any nature (any or all of the foregoing are hereinafter referred to as a
“Loss”) insofar as a SKMI Party actually incurs a Loss, whether now existing or

81/11/2282 22:46 10 SECTORTEN PAGE 19

6.3 Indemnification by Purchaser. Each of SKMI and Martin shall, jointly and severally,
indemnify, defend and hoid harmless the Sector 10 Parties and each of the officers,
directors, employees, shareholders, attoreys, accountants, partners, representatives,
agents, successors and assigns of the foregoing (each a “Sector 10 Indemnified Party”
and coliectively, the “Sector 10 Indemmified Parties™), at all times after the date of thig
Agresment, from and against any and all damages, losses, claims, liens, costs, or
expenses (including reasonable attorney’s fees) of any nature (any or all of the
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http://www.sec.gov/Archives/edgar/data/925661/000114420407053916/v090167_ex10-1.htm

foregoing are hereinafier referred 1o as a “Toss™) insofar as a Sector 10 Party actually
incurs a Loss, whether now existing or accruing prior to or subsequent to the Closing,
arising directly out of or based directly on any misrepresentation or breach of any of
the warranties, representations or covenants made by the SKMI Parties {or either of
them) in this Agreement or in any certificate, schedule, document attached hereto or
delivered pursuant to this Agreement,

6.4 Third Party Claims. Except as otherwise provided in this Agreement, the following
procedures shall be applicable with respect to indemnification for third party claims
(“Claims™).

641

Promptly after receipt by the Party seeking indemnification hereunder
(bereinafter referred to as the “Indemnitee™) of notice of the commencement
of any (a) tax audit or proceeding for the assessment of tax by any taxing
authority or any other proceeding likely to result in the imposition of a tax
liability or obligation, or (b) any action or the assertion of any Claim, liability
or obligation by a third party (whether by legal process or otherwise), against
which Claim, liability or obligation the other party to this Agreement
(bereinafter the “Indemnitor™) is, or may be, required under this Agreement
to indemnify such Indemnitee, the Indemnitee will, if a Claim thereon is to
be, or may be, made against the Indemnitor, notify the Indemnitor in writing
of the commencement or assertion thereof and give the Indemnitor a copy of
such Claim, process and all legal pleadings. The Tndemnitor shall have the
right to participate in the defense of such with counsel of reputable standing.
The Indemnitor shall have the right to assume the defense of such action
unless such action (1) may result in injunctions or other equitable remedies in
respect of the Indernitee or its business; (ii) may result in liabilities which,
taken with other then-existing Claims under this Article V, would not be fully
indemnified hereunder; or (iii) may have an adverse impact on the business
or financial condition of the Indemnitee after the Closing Date (including an
effect on the Tax liabilities, camings or ongoing business relationships of the
Indemnitec). The Indemnitor and the Indemnitec shall cooperate in the
defense of such Claims In the case that the Indemnitor shall assume or
participate in the defense of such andit, assessment or other proceeding as
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necessary to defend such audit, assessment or other proceeding in a timely
manner.

6/18/08 9:17 PM
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6.4.2 Upon judgment, determination, settlement or corapromise of any third party

6.4.3

644

Claim, the Indemnitor shall pay promptiy on behalf of the Indemnitee, and/or
to the Indemnitee in reimbursement of any amount theretofore required to be
paid by it, the amount so determined by judgment, determination, settlement
or compromise, unless in the case of a judgment an appeal is made from the
judgment, plus all other Claims of the Indemnitee with respect thereto
(including legal fees and expenses). If the Indemnitor desires to appeal from
an adverse judgment, then the Indemnitor shall post and pay the cost of the
security or bond to stay execution of the judgment pending appeal. Upon the
payment in full by the Tndemnitor of such amounts, the Indemnitor shall
succeed to the rights of such Indemnites, to the extent not waived in
settlement, against the third party who made such third party Claim,

Prior to paying or settling any Claim against which an Indemnitor is, or may
be, oblipated under this Agreement to indemnify an Indemnitee, the
Indemnitee must first supply the Indemnitor with a copy of a final court
Jjudgment or decree holding the Indemnitee liable on such claim or failing
such judgment or decree, and must first receive the written approval of the
terms and conditions of such settlement from the Indemnitor. An Indemnitor
shall have the right to settle any Claim against it or as to which it has
assumed the defense, subject to the prior written approval of the Indemnitee,
which approval shall not be unreasonably withheld provided that such
settlement involves only the payment of a fixed sum which the Indemnitor is
obligated to pay and does not include any admission of liability or other such
similar admissions by or related to Indemnites with respect to such Claim.

An Indemnitee shall have the right to employ its own counsel in any case, but
the fees and expenses of such counsel shall be at the expense of the
Indemnitee unless: (i) the employment of such counse! shall have been
authorized in writing by the Indemnitor in connection with the defense of
such action or Claim: (if) the Indemnitor shall not have employed, or is
prohibited under this Section 6.4 from employing, counsel in the defense of
such action or Claim: or (iii) such Indemnitee shall have reasonably
concluded that there may be defenses available to it which are contrary to, or
inconsistent with, those available 1o the Indemnitor, in any of which events
such fees and expenses of not more than one additional counsel for the
indemnified parties shall be borne by the Indemnitor.

19
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ARTICLE VII
MISCELLANEOUS

7.1 No Waiver; Cumulative Remedies. No failure or delay on the part of any party to this
Agreement in exercising any right. power or remedy hereunder shall operate as a
waiver thereof, nor shall any single or partial exercise of any such right, power or
remedy preclude any other or further exercise thereof or the exercise of any other
right, power or remedy hereunder. The remedies herein provided are cumulative and
not exclusive of any remedies provided by law,

7.2 Amendments. Waivers and Consents. Any provision in the Agreement to the contrary
notwithstanding, and except as hereinafier provided, changes in, termination or
amendments of or additions to this Agreement may be made, and compliance with
any covenant or provision set forth herein may be omitted or waived, if the Party
desiring such omission or waiver shall obtain consent thereto in writing from the
other Parties hereto. Any waiver or consent may be given subject to satisfaction of
conditions stated therein and any waiver or consent shall be effective only in the
specific instance and for the specific purpose for which given.

7.3 Addresses for Notices. All notices, requests, demands and other communications
provided for hereunder shall be in writing (including telegraphic communication) and
mailed, telegraphed or delivered to each applicable Party at the address as set forth
above, or at such other address as to which such Party may inform the other Parties in
writing in compliance with the terms of this Article. Ail such notices, requests,
demands and other communications shall be considered to he effective when
deliverad.

7.4 Costs, Expenses and Taxes. All parties to bear their own expenses.

7.5 Effectiveness; Binding Effect. Assignment. This Agreement shail be binding upon
and inure to the benefit of the Parties and each of them and their respective
successors and assigns; provided, that, no Party may assign any of its or his rights or
obligations under this Agreement without the prior written consent of all of the other
Parties.

7.6 Prior Agreements. The Transaction Documents executed and delivered in connection
herewith constitute the entire agreement between the parties and supersede any prior
understandings or agreements concerning the subject matter hereof.

7.7 Severability. The provisions of the Transaction Documents are severable and, in the
event that any court of competent jurisdiction shall determine that any onc or more of
the provisions or part of a provision contained therein shall, for any reason, be held to
be invalid, illegal or unenforceable in any respect, such invalidity, illegality or

20
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unenforceability shall not affect any other provision or part of a provision of such
Transaction Document and the terms thereof shall be reformed and construed as if
such invalid or illegal or unenforceable provision, or part of a provision, had never
been contained herein, and such provisions or part reformed so that it would be valid,
legal and enforceable to the maximum extent possible.

7.8 Governing Law; Venue. This Agreement shall be enforced, governed and construed
in accordance with the laws the State of Utah or federal securities law where
applicable without giving effect to choice of laws principles or conflict of laws
provigions. Each of the Parties hereby submits to the exclusive jurisdiction of the
federal and state courts located in Salt Lake County, Utah,

7.8 Headings. Article, section and subsection headings in this Agreement are included
herein for convenience of reference only and shall not constitute a part of this Agreement
for any other purpose.

79  Survival of Representations and Warranties, Subject to the provisions of Section
6.1 above, all representations and warranties made in the Transaction Documents or any
other instrument or document delivered in connection therewith, shall survive the
execution and delivery hereof or thereof

7.10  Counterparts. This Agreement may be executed in any number of counterparts,
all of which taken together shall constitute one and the same instrument, and any of the
parties hereto may execute this Agreement by signing any such counterpart,

7.11  Further Assurances. From and afier the date of this Agreement, upon the request
of SKMI or Sector 10 Services, Sector 10 Services and SKMI shall execute and deliver
such instruments, documents and other writings as may be reasonably necessary or
desirable to confirm and carry out and 1o effectuate fully the intent and purposes of the
Transaction Documents and the Exchange.

7.12  Attomnevs’ Fees In the event that any Party initiates any action or suit to enforce
the provisions of this Agreement or to secure relief from any default hereunder or breach
hereof, the Party which prevails in such action or suit by enforcing the provisions of this
Agreement shall be entitled to collect from the non-prevailing Party or Parties all costs,
including reasonable attorneys’ fees and expenses, incurred in connection therewith and
in enforcing or collecting any judgment rendered therein.

IN WITNESS WHEREOF, the parties hereto have caused this Stock Exchange
Agreement to be executed as of the date first above written.
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SECTOR 10 SERVICES-USA, INC.

By: - -
Tts : \.ng
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