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Item 1.01 Entry into a Material Definitive Agreement.
 

On December 12, 2014, Charles & Colvard, Ltd. (the “Company”) and, solely for purposes of granting a security interest in certain collateral, its
wholly-owned subsidiaries Charles & Colvard Direct, LLC (“C&C Direct”) and Moissanite.com, LLC (“Moissanite.com”) entered into an Exclusive Supply
Agreement (the “New Supply Agreement”) with Cree, Inc. (“Cree”), which supersedes and replaces (with respect to materials ordered subsequent to the
effective date of the New Supply Agreement) the Amended and Restated Exclusive Supply Agreement between the Company and Cree, dated June 6, 1997,
as amended (the “Prior Supply Agreement”), that is set to expire in 2015.

 
Under the New Supply Agreement, subject to certain terms and conditions, the Company agreed to exclusively purchase from Cree, and Cree agreed

to exclusively supply, 100% of the Company’s requirements for silicon carbide (SiC) materials in quarterly installments that must equal or exceed a set
minimum order quantity. The initial term of the New Supply Agreement will expire on June 24, 2018, unless extended by the parties. The Company also has
one option to unilaterally extend the term of the agreement for an additional two-year period, subject to certain conditions.

 
Under the terms of the New Supply Agreement, the Company and its wholly-owned subsidiaries C&C Direct and Moissanite.com granted Cree a

security interest in all of the assets now owned or later acquired by the Company, C&C Direct and Moissanite.com, together with all proceeds, products,
accessions and additions with respect to each of the foregoing (the “Collateral”) to secure any and all amounts due from the Company to Cree relating to the
purchase of SiC material under the New Supply Agreement until all amounts due to Cree have been paid in full. Except with respect to Collateral constituting
(a) raw SiC materials purchased from Cree and (b) SiC slabs created by cutting such raw materials purchased from Cree (together, the “Cree Priority
Collateral”), Cree agreed that its security interest will be subordinate to the security interest in such Collateral held by Wells Fargo Bank, National
Association (“Wells Fargo”).

 
The Company’s total purchase commitment under the New Supply Agreement until June 2018 is dependent upon the size of the SiC material and

ranges between approximately $29.6 million and approximately $31.5 million.
 
On December 12, 2014, the Company and its wholly-owned subsidiaries C&C Direct and Moissanite.com also entered into an Intercreditor

Agreement (the “Intercreditor Agreement”) with Cree and Wells Fargo. Wells Fargo is the lender under the Company’s existing $10,000,000 asset-based
revolving credit facility (the “Credit Facility”). Pursuant to the Intercreditor Agreement, Cree’s security interest in the Collateral is subordinate to Wells
Fargo’s security interest in such Collateral, except that Cree’s security interest has priority with respect to the Cree Priority Collateral. The Intercreditor
Agreement also contains customary terms relating to, among other things, (i) enforcement procedures, (ii) the application of the proceeds of the Collateral
received by either Wells Fargo or Cree, (iii) the process by which liens may be released, and (iv) bankruptcy proceeding procedures.

 
In connection with the entry into the Intercreditor Agreement, on December 12, 2014, the Company also entered into a Second Amendment (the

“Amendment”) to the Credit and Security Agreement, dated as of June 25, 2014, by and among the Company, C&C Direct, Moissanite.com, and Wells Fargo
(the “Credit Agreement”) evidencing the Credit Facility, in order to make certain technical amendments to the Credit Agreement to reflect the Intercreditor
Agreement.

 

 



 

  
The foregoing descriptions of the New Supply Agreement, the Intercreditor Agreement and the Amendment do not purport to be complete and are

qualified in their entirety by reference to the New Supply Agreement, the Intercreditor Agreement and the Amendment, copies of which are filed as Exhibits
10.1, 10.2 and 10.3 to this Form 8-K and are incorporated herein by reference. A copy of the press release announcing the New Supply Agreement is attached
hereto as Exhibit 99.1 and is incorporated herein by reference.

 
Item 9.01 Financial Statements and Exhibits.
 
(d)          Exhibits.
 
Exhibit No.  Description of Document
   
10.1  Exclusive Supply Agreement, dated as of December 12, 2014, by and among Charles & Colvard, Ltd., Cree, Inc. and, solely for

purposes of Section 6(c) of the Exclusive Supply Agreement, Charles & Colvard Direct, LLC and Moissanite.com, LLC*
   
10.2  Intercreditor Agreement, dated as of December 12, 2014, by and among Charles & Colvard, Ltd., Charles & Colvard Direct,

LLC, Moissanite.com, LLC,  Cree, Inc. and Wells Fargo Bank, National Association
   
10.3  Second Amendment to Credit and Security Agreement, dated as of December 12, 2014, by and among Charles & Colvard, Ltd.,

Charles & Colvard Direct, LLC, Moissanite.com, LLC, and Wells Fargo Bank, National Association
   
99.1  Press Release dated December 16, 2014
 
* Asterisks located within the exhibit denote information which has been redacted pursuant to a request for confidential treatment filed with the Securities and
Exchange Commission.

 

 



 

 
SIGNATURE

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

 
 Charles & Colvard, Ltd.
  
December 16, 2014 By: /s/ Kyle Macemore
  Kyle Macemore
  Senior Vice President and
  Chief Financial Officer
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Exhibit 10.1
 

EXCLUSIVE SUPPLY AGREEMENT
 
This Exclusive Supply Agreement (“Agreement”) dated as of December 12, 2014 (the “Effective Date”), is entered into by and between CHARLES &
COLVARD, LTD., a North Carolina corporation, with its principal place of business at 170 Southport Drive, Morrisville, North Carolina 27560 (“C&C”),
CREE, INC., a North Carolina corporation, with its principal place of business located at 4600 Silicon Dr., Durham, North Carolina 27703 (“Cree”), and,
solely for purposes of Section 6(c), Charles & Colvard Direct, LLC (“C&C Direct”) and Moissanite.com, LLC (“Moissanite”; C&C, C&C Direct, and
Moissanite may be referred to herein individually as an “Obligor” and collectively as “Obligors”). C&C and Cree may be referred to hereinafter individually
as “Party” and collectively as “Parties”.
 
WHEREAS, Cree is in the business of developing, manufacturing and selling silicon carbide (SiC) substrates and materials for various electronic
applications; and
 
WHEREAS, C&C develops, manufactures and markets gemstones fabricated from SiC material and desires to purchase such material from Cree; and
 
WHEREAS, C&C and Cree previously entered into an Amended and Restated Exclusive Supply Agreement dated June 6, 1997, as such has been previously
amended (the “Expiring Agreement”). The Expiring Agreement will expire by its terms on July 14, 2015. Prior to expiration, the Parties desire to enter into
this Agreement to supersede and replace the Expiring Agreement as of the Effective Date.
 
NOW, THEREFORE, the Parties, in consideration of the foregoing premises and the covenants and undertakings herein contained, mutually agree as
follows:

 
1.    SUBJECT OF THE AGREEMENT

 
The subject of this Agreement is the procurement of [****] SiC materials by C&C from Cree. The terms and conditions set forth in this Agreement apply to
those [****] SiC materials set forth on Exhibit A of this Agreement, as Exhibit A may be modified by the Parties from time to time (individually, a
“Product,” and collectively, the “Products”). The specifications for each Product shall be as set forth or referenced in Exhibit A (the “Specifications”). Exhibit
A shall be deemed modified if the Parties agree in writing on the terms and conditions regarding a new [****] SiC Material to be supplied under this
Agreement, including among other things the applicable Specifications and prices therefor. Upon execution by both Parties, this Agreement shall apply with
respect to Products to be purchased under Purchase Orders (as defined below) with an issue date subsequent to the Effective Date of this Agreement, and
previously issued orders will be subject to and governed by the Expiring Agreement. As used in this Agreement, “affiliate” of any particular party means any
other person or entity controlling, controlled by or under common control with such party, where “control” means the possession, directly or indirectly, of the
power to direct the management and policies of a person or entity whether through the ownership of voting securities, contracts, or otherwise.
 

2.    TERM
 

(a)    The term of this Agreement shall begin on the Effective Date and expire on June 24, 2018 (the “Initial Term”), unless earlier terminated as provided
herein or extended by mutual written agreement of the Parties or extended as provided in Paragraph 2(b). At least [****] months prior to the expiration date
of the Initial Term, the Parties will meet in person or by telephone to discuss a possible extension to the Term. However, subject to Paragraph 2(b) below,
neither Party shall be obligated to agree to extend the Term.

 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
 

 



 

 
(b)    Subject to the conditions set forth in this Paragraph 2(b), C&C shall have one (1) option (the “Renewal Option”) to extend the term of this

Agreement for an additional two (2)-year period (the “Renewal Term”). The period from the Effective Date until the expiration or termination of this
Agreement in accordance with its terms shall be referred to as the “Term.” The Renewal Option shall be exercisable upon written notice (the “Option Notice”)
given by C&C to Cree not later than [****]. The right of C&C to exercise its Renewal Option is subject to the following conditions precedent:
 

(1) the Agreement shall be in effect at the time the Option Notice is received by Cree and on the last day of the Initial Term;
 
(2) C&C shall not be in material default beyond any applicable grace or cure period under any provisions of this Agreement at the time the

Option Notice is given and on the last day of the Initial Term, and C&C shall not have failed to timely cure any material default during the
Initial Term (whether or not Cree sought to enforce any remedy or consequences against C&C for such default); and

 
(3) C&C shall have timely paid all amounts due to Cree under this Agreement and any Sales Agreement created hereunder. C&C will not be

considered in violation of this condition if no more than [****] payments are past due during any [****]-month period and such past due
amounts are paid within [****] days after written or verbal notice from Cree that the amounts are past due.

 
3.    FORECAST

 
On or before the [****] during the Term of this Agreement, C&C will endeavor to provide to Cree a rolling planning forecast of its anticipated requirements
for Products for the next [****] calendar months (each a “Planning Forecast”). Cree will take Planning Forecast figures into consideration when planning the
utilization of its manufacturing capabilities and will notify C&C as soon as reasonably practicable if Cree’s capacity to accept orders for such forecasted
quantities becomes constrained. The forecast quantities in the Planning Forecasts are for planning purposes only, and except as otherwise provided in this
Agreement, C&C will not be committed to purchase these quantities, and Cree will not be committed to supply these quantities.
 

4.    ORDER/DELIVERY
 

(a)    The terms and conditions of this Agreement will apply for all orders (each a “Purchase Order”) for Products issued by C&C to Cree during the Term
to the exclusion of any additional or different terms and conditions included or referenced in any order or confirmation documents issued by either Party
(which additional or different terms and conditions are hereby rejected by the receiving Party). Unless otherwise agreed by the Parties, each Purchase Order
will be for the [****] in a Fiscal Quarter, shall request deliveries [****] or upon such schedule as is mutually agreed upon by the Parties, and will be
submitted to Cree no later than [****] days prior to the [****] of the Fiscal Quarter. As used in this Agreement, “Fiscal Year” (or “FY”) refers to the fifty-two
(52)-week period beginning on the day immediately following the last day of the preceding Fiscal Year (which date is publicly available from Cree’s filings
with the Securities and Exchange Commission) and ending on the last Sunday in June, and “Fiscal Quarter” refers to the thirteen (13)-week period beginning
on the day immediately following the last day of the preceding Fiscal Quarter and ending on the thirteenth (13th) Sunday thereafter, where the first Fiscal
Quarter of a Fiscal Year commences on the first day of such Fiscal Year. Every four or five years, Cree’s Fiscal Year will include fifty-three (53) weeks in
order for the period to end on the last Sunday in June. In such years, one Fiscal Quarter will have fourteen (14) weeks. If such a Fiscal Year falls within the
Term of this Agreement, Cree will advise C&C in advance of the Fiscal Quarter that will include fourteen (14) weeks.

 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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(b)    Within [****] days after the receipt of a Purchase Order, Cree will provide C&C written notice of acceptance (by issuance of a written order

confirmation) if it can accept the Purchase Order as submitted. If Cree is unable to accept the Purchase Order as submitted, Cree will contact C&C and
propose alternative quantities, sizes of Products, and/or delivery schedule. If C&C agrees with the alternative quantities, sizes of Products, and/or delivery
schedule, it will issue a new Purchase Order reflecting such mutually-agreed upon terms for acceptance by Cree, and Cree will promptly accept such Purchase
Order. No Purchase Order shall be deemed to be accepted unless and until Cree issues a written order confirmation. Once accepted by Cree, Purchase Orders
shall be non-cancellable and non-reschedulable except as otherwise agreed to in writing by Cree or as provided in Paragraph 14 below.
 

(c)    The terms that govern each accepted Purchase Order shall consist of (i) the Specifications for the Product(s) as in effect on the date of Cree’s
acceptance of the Purchase Order (with such changes, if any, as may be expressly agreed to in writing by C&C and Cree); (ii) the terms and conditions of this
Agreement; (iii) only the following terms and conditions manually entered on the face of the accepted Purchase Order: Cree’s part number(s), price, quantity
ordered, and “ship to” and “bill to” instructions; and (iv) the delivery schedule confirmed by Cree or mutually agreed upon by the parties as provided in
Section 4(b) above (collectively, a “Sales Agreement”). The documents listed in the previous sentence are listed in the order of precedence in the event of any
conflict between them.
 

(d)    C&C agrees that any delay in shipment or failure by Cree to ship or perform any part of this Agreement will not be grounds for C&C to terminate
this Agreement or any Sales Agreement as provided in Paragraph 14(a) or, except as explicitly contemplated and permitted by this Agreement, to refuse to
comply with any provisions herein or therein. Notwithstanding the foregoing, the following provisions will apply in the event that Cree cannot adhere to the
previously scheduled delivery date for any quantity due to no reason reasonably and directly attributable to C&C and not due to a delay caused by an event of
Force Majeure, as defined in Paragraph 22. If delivery of any Products will be delayed from the originally scheduled date for delivery, Cree will, as soon as
reasonably possible, issue a rescheduling notice indicating the expected new delivery date(s). If Cree issues a rescheduling notice in accordance with the
foregoing indicating that delivery of any Products will be delayed from the originally scheduled date for performance or any previously agreed upon
rescheduled date for performance beyond the end of the then current Fiscal Quarter, (i) the Purchase Order for the Fiscal Quarter within which the original
delivery date was to occur will be cancelled as to the delayed quantities, and (ii) C&C will reissue its Purchase Order for the next Fiscal Quarter to include the
delayed quantities and the delayed quantities will be applied toward C&C’s Minimum Purchase Commitment (as defined in Paragraph 9(a) below) as
provided in Paragraph 9(c)(ii) below. Adjustment of C&C’s Minimum Purchase Commitment as provided in Paragraph 9(c)(ii) below, and C&C’s right to
purchase Products from third parties as contemplated by Paragraph 7(a), will be C&C’s sole and exclusive remedies for any delay in delivery attributed to
Cree or for Cree’s failure to ship the Products, or to otherwise perform an accepted Purchase Order, in a timely manner, provided that the foregoing shall not
be construed to limit C&C’s remedies, or Cree’s liability, for any other breach of this Agreement by Cree.

 
5.    SHIPPING/TITLE/ACCEPTANCE

 
(a)    Unless the Parties mutually agree in writing on a different shipping term, Products delivered by [****] will be shipped [****], and title and risk of

loss to the Products will pass to C&C when [****]. For any Products delivered [****], the shipping terms will be [****], and title and risk of loss to the
Products will pass to C&C when [****] point.

 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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(b)    All Products delivered hereunder will be deemed accepted by C&C (without waiving any rights under the warranty provided in Paragraph 10(a)) as

conforming to this Agreement and the Specifications, and C&C will have no right to revoke any acceptance, unless written notice of the claimed
nonconformity is received by Cree within [****] days of delivery thereof. C&C’s sole and exclusive remedy, and Cree’s sole obligation, with respect to
properly rejected Products will be to return the rejected Products for rework or replacement thereof and delivery of corresponding reworked or replacement
Products conforming to the Specifications by Cree as soon as reasonably possible (and Cree shall perform such rework or replacement as soon as reasonably
possible) or, if such rework or replacement is not possible within a commercially reasonable time, to receive a refund of the purchase price paid by C&C for
the rejected Products (or if not yet paid for, Cree will reduce the amount owed by C&C under the relevant invoice by the amount of the purchase price
invoiced for such rejected Products and [****]). In order to claim the remedy in the foregoing sentence, C&C must request a return materials authorization
(RMA) from Cree (which shall be provided by Cree promptly upon such request) and return the rejected Products to Cree, FOB Cree’s manufacturing facility,
within ten (10) business days after receipt of the RMA. Upon request, [****] will be [****] if C&C’s rejection is appropriate (i.e., for Products not
conforming to this Agreement and the Specifications).
 

6.     PRICE/PAYMENT TERMS
 

(a)    Product prices shall be as set forth in Exhibit A and are subject to modification as otherwise provided in this Agreement. All applicable sales, use,
excise or other taxes directly related to the sales of Products (other than taxes on Cree's net income) will be paid by C&C unless C&C provides Cree with
appropriate tax exemption certificates. All reasonable, documented out-of-pocket shipping expenses incurred by Cree for independent transportation
companies will be invoiced to and paid by C&C. All unit prices and price extensions are subject to correction for clerical or mathematical errors.

 
(b)    Upon shipment of the Products, Cree will generate an invoice that will be promptly provided to C&C. Each shipment shall be considered a separate

and independent transaction, and payment for each shipment shall be due accordingly. Unless otherwise agreed upon in writing, C&C shall pay Cree net
[****] days following the invoice date. Cree reserves the right to revoke or modify these credit terms if C&C’s credit rating significantly declines or its
payments to Cree are repeatedly overdue. All payments will be made in US dollars to a bank account designated by Cree, with each Party being responsible
for any fees or charges incurred from its own bank.

 
(c)    Any portion of any invoice not paid by the applicable due date therefor will accrue interest until paid at the rate of [****] per month or, if less, the

maximum rate permitted by law. Cree hereby reserves, and Obligors hereby grant to Cree, a security interest in all Collateral (as defined below) to secure any
and all amounts due from C&C to Cree relating to the purchase of Products under this Agreement or any Sales Agreement created hereunder until all amounts
due Cree therefor have been paid in full; provided that, except with respect to Cree Priority Collateral (as defined below), Cree agrees that its security interest
in Collateral will be subordinate to Obligors’ lender’s security interest therein. Obligors agree upon Cree’s request to sign appropriate financing statements
evidencing Cree’s security interest hereunder. Further, Obligors authorize Cree to execute and file a financing statement to perfect Cree’s security interest
hereunder in the Collateral. In the event of default in payment of any invoice, C&C agrees to pay Cree's reasonable, documented out-of-pocket expenses,
including reasonable attorney's fees and expenses, incurred in enforcing payment thereof. The Parties acknowledge and agree that (x) with respect to any
overdue unpaid amount under this Agreement, Cree may exercise its rights under its security interest in the Cree Priority Collateral beginning on the day
following the day on which the unpaid amount was due, provided that, subject to and in accordance with the thirty (30)-day stand-by period set forth in
Section 2.3(a) of the IC Agreement (defined below), Cree shall not take any remedial action against any Cree Priority Collateral (i.e., Cree shall not sell,
lease, assign, transfer, remove or otherwise dispose of all or any portion of the Cree Priority Collateral) prior to the day following the expiration of such thirty
(30)-day stand-by period and any of Obligors (or their lender) will be permitted to cure any late payment during that 30-day period, (y) neither Cree’s
exercise of such rights nor taking of any such remedial action shall itself be construed as a termination of this Agreement (under Section 14(a) or otherwise),
and (z) Cree’s rights with respect to Collateral are subject to that certain intercreditor agreement among Cree, C&C, and Wells Fargo Bank, National
Association (the “IC Agreement”). For purposes of this Section 6(c):

 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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(I) the capitalized terms “Accounts,” “Deposit Accounts,” and “Inventory” shall have the meanings ascribed to such terms in the Uniform

Commercial Code as in effect in the State of Georgia;
 

(II) “Cree Priority Collateral” means all Collateral (as defined below) constituting (a) all raw SiC materials in boule form purchased by C&C from
Cree from time to time and (b) SiC slabs created by cutting such raw materials purchased by C&C from Cree. For the avoidance of doubt, all finished
goods Inventory of C&C, all Accounts, money and Deposit Accounts of C&C, all other proceeds of the items described in the foregoing clauses (a) and
(b) (except proceeds arising from Cree’s disposition of Cree Priority Collateral in accordance with the IC Agreement), and all assets of each of C&C
Direct and Moissanite (except assets specifically described in the preceding sentence that are held by C&C Direct or Moissanite, and proceeds arising
from Cree’s disposition of such assets in accordance with the IC Agreement) shall not constitute Cree Priority Collateral; and
 

(III) “Collateral” means any and all of the assets now owned or hereafter acquired by any Obligor, together with all proceeds, products, accessions
and additions with respect to each of the foregoing from time to time, including, without limitation, any insurance proceeds.
 

7.    BUYER’S EXCLUSIVITY COMMITMENT
 

(a)    Subject to the terms and conditions in this Paragraph 7, C&C agrees to purchase from Cree in each Fiscal Quarter 100% of C&C's requirements for
SiC materials for the production of gemstones. C&C shall not be in breach of this Paragraph 7(a) if purchases by C&C in a given Fiscal Quarter fall below
such 100% due to Cree's failure to (i) deliver any Products within [****] days after the originally scheduled date for delivery due to no reason reasonably and
directly attributable to C&C, provided that in such case, C&C shall only be permitted to purchase quantities equal or approximately equal to the quantities
delayed, or (ii) accept Purchase Orders requesting delivery of any amount in the Fiscal Quarter, provided that C&C's Purchase Orders do not request delivery
during the Fiscal Quarter for an aggregate quantity of Products [****] during the preceding Fiscal Quarter, [****] a commercially reasonable [****] not to
exceed [****] and that C&C complies with the balance of this Paragraph 7(a). If C&C places a Purchase Order for a quantity (up to the above-described
[****] limit) and delivery of the full order during the Fiscal Quarter is critical to C&C, C&C must advise Cree in writing at the time the Purchase Order is
placed that C&C will need to purchase from another supplier if the full requirements cannot be met on the requested delivery schedule. If Cree is unable to
accept such Purchase Order as requested by C&C within [****] days after the receipt thereof, C&C and Cree will work together in good faith to try to
determine a mutually acceptable delivery schedule for the quantities and types of Products required by C&C. If the parties are unable to reach agreement
within [****] business days, C&C may purchase any shortfall in its requirements for that Fiscal Quarter (i.e., the difference between the amount C&C
requested to purchase and the amount Cree is able to supply) from a third party provided that it purchases during such Fiscal Quarter all of the Products Cree
offered to supply to C&C that meet its requirements,

 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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(b)    C&C shall only be obligated to purchase from Cree under this Agreement, and Cree shall only be obligated to sell to C&C, SiC material [****]

following the Effective Date, from Cree. Should C&C require SiC material in [****], C&C will extend to Cree a right of first refusal with respect to the
development, manufacture and sale of such material as provided in this Paragraph 7(b). C&C agrees that it will not purchase such material from, or otherwise
enter into any agreement for the development, manufacture or sale of such material with, any person or entity other than Cree except in compliance with this
Paragraph 7(b). C&C will give Cree written notice referencing this Paragraph 7(b) setting out the terms of the proposed transaction and extending an offer to
contract with Cree on such terms. If Cree does not accept such offer by written notice given within [****] days after receipt of C&C's notice, C&C shall be
free at any time within the next [****] months after expiration of the [****]-day period to conclude the transaction with any third party supplier, provided the
[****]) thereof are not, taken as a whole, materially more favorable to the third party supplier than those described in C&C's notice to Cree. If Cree accepts
any offer from C&C under this paragraph, then the terms described in such offer shall be binding on Cree and, in addition to such terms, all terms and
provisions of this Agreement relating to the purchase of SiC material for the production of gemstones not inconsistent with such offer shall apply to the
development, manufacture and sale of such material. The foregoing shall not be construed as an assignment or other transfer by Cree of any rights in any
intellectual property.

 
(c)    C&C’s obligation to purchase 100% of its requirements for SiC materials from Cree is conditioned upon the Product prices offered by Cree [****]

as determined in this Paragraph 7(c). Should C&C [****] of SiC materials, as reasonably demonstrated by C&C based upon [****], C&C will extend to Cree
a right of first refusal as provided in this Paragraph 7(c) [****]. C&C agrees that, without limitation of C&C’s rights under Paragraph 7(a) or 7(b), it will not
purchase such material from, or otherwise enter into any agreement for the purchase of such material with, any person or entity other than Cree except in
compliance with this Paragraph 7(c). C&C will give Cree written notice referencing this Paragraph 7(c) setting out the terms of the proposed transaction,
providing [****], and extending an offer [****]. If Cree does not accept such offer by written notice given within [****] days after receipt of C&C's notice,
C&C shall be free at any time within the next [****] months after expiration of the [****]-day period to conclude the transaction with any third party
supplier, provided [****]) thereof are not, taken as a whole, materially more favorable to the third party supplier than those described in C&C's notice to
Cree. C&C understands and acknowledges that Cree’s [****] of SiC materials assumes C&C’s [****] provided in Exhibit A. If C&C relies on this Paragraph
7(c) to purchase [****] of Product offered by Cree, Cree reserves the right to [****] of Product purchased from Cree.

 
(d)    Notwithstanding anything to the contrary, C&C shall be free, without breach or default of this Paragraph 7 or any other provision of this Agreement,

to purchase [****] of SiC materials from third parties in such amounts (collectively not to exceed in any Fiscal Quarter [****] percent ([****]%) of the
Minimum Purchase Commitment applicable to that Fiscal Quarter) and in such [****] as may reasonably be necessary to enable C&C to compare such SiC
materials to Products supplied under this Agreement and/or evaluate such SiC materials’ ability to be used in the manufacture of gemstones, for purposes
related to C&C’s evaluation of whether or not to exercise its rights under Paragraph 2(b), 7(a), 7(b), or 7(c) or pursue discussions or negotiations with a third
party with respect to circumstances which may lead to the exercise of C&C’s rights under Paragraph 7(a), 7(b) or 7(c) or otherwise related to a potential
manufacturing or supply relationship with such third party that would not reasonably be anticipated to result in a breach of this Agreement by C&C (e.g., a
relationship that would go into effect after expiration or termination of this Agreement). The foregoing sentence is not intended to waive or release any breach
or default of this Paragraph 7 or any other provision of this Agreement that otherwise results from C&C entering into a manufacturing or supply relationship
with such third party.
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(e)    C&C will give Cree written notice upon the purchase from anyone other than Cree any portion of its requirements of SiC material for the production

of gemstones. Thereafter Cree shall have the right, [****], to have an independent public accounting firm reasonably acceptable to C&C audit C&C's
purchases of SiC material for the production of gemstones. The audit shall be conducted during normal business hours and upon reasonable prior notice. The
accounting firm conducting the audit shall be required to enter into a mutually acceptable nondisclosure agreement with C&C under which such firm will be
obligated not to disclose any information obtained during the course of the audit, except that it may disclose to Cree its analysis of whether C&C has
complied with its obligations under this Paragraph 7. The audit right under this paragraph may be exercised not more than [****] during any Fiscal Year of
Cree and only with respect to Fiscal Quarters ended within [****] preceding the request for an audit. C&C shall provide reasonable assistance to the public
accounting firm including, but not limited to, providing a schedule of purchases, supporting analyses and any supporting source documentation reasonably
required by the public accounting firm. The accounting firm will audit and report to Cree its analysis of whether C&C has complied with its obligations under
this Paragraph 7, but will not divulge to Cree any proprietary or confidential information (including but not limited to supporting schedules and source
documentation) disclosed during the audit process.

 
(f)    Cree’s sole and exclusive remedies for breach of this Paragraph 7 by C&C will be (i) to terminate the Parties’ exclusivity obligations as provided in

Paragraph 8(c) below or (ii) [****] for the [****] of Product purchased from Cree.
 

8.    SELLER’S EXCLUSIVITY COMMITMENT
 

(a)    Subject to the terms and conditions in this Paragraph 8, and except as permitted in Paragraphs 8(c) and (d), Cree agrees that during the Term of this
Agreement (i) it will not sell SiC material or crystals in any form to any customer other than C&C if Cree knows or has reason to believe that such customer
intends to use such material for the purpose of fabricating, distributing or selling gemstones (or enabling third parties to engage in such activities), (ii) it will
use commercially reasonable efforts to contractually prohibit purchasers of its SiC material or crystals of a thickness that reasonably could be used for
gemstone manufacture from fabricating, distributing or selling gemstones using such material or selling such materials to third parties if such customer knows
or has reason to believe such third party intends to use the material for such purpose, and (iii) Cree will use commercially reasonable efforts to enforce any
such provisions.

 
(b)    Cree’s obligations in Paragraph 8(a) are conditioned upon: (i) C&C’s compliance with its exclusivity commitment in Paragraph 7; (ii)

notwithstanding C&C’s compliance with its exclusivity commitment in Paragraph 7, C&C’s satisfaction of its Minimum Purchase Commitment for each
Fiscal Quarter (including any permissible cure period) as provided in and determined by Paragraph 9 below; and (iii) C&C’s timely payment of amounts due
to Cree under this Agreement and any Sales Agreement created hereunder. With respect to item (iii), C&C will not be considered in violation of that condition
if no more than [****] payments are past due during any [****]-month period and such past due amounts are paid within [****] days after written or verbal
notice from Cree that the amounts are past due.

 
(c)    If C&C fails to satisfy any condition in Paragraph 8(b), Cree, at its sole discretion, may terminate the Parties’ respective exclusivity obligations by

providing written notice of termination to C&C (the “Exclusivity Termination Notice”). Following issuance of the Exclusivity Termination Notice by Cree,
C&C shall be free to buy SiC materials from third party suppliers and Cree shall be free to sell SiC material to others for use in the fabrication of gemstones.
For avoidance of doubt, except for the cure periods expressly provided in Paragraph 8(b) above for late payments and in Paragraph 9(b) below for satisfaction
of C&C’s Minimum Purchase Commitment, Cree shall not be required to give C&C any cure period prior to issuing an Exclusivity Termination Notice
terminating the exclusivity provisions in this Agreement. Except for the exclusivity provisions in Paragraphs 7 and 8, the remainder of this Agreement will
continue in full force and effect following any Exclusivity Termination Notice provided by Cree.
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(d)    Notwithstanding anything to the contrary, Cree shall be free, without breach or default of this Paragraph 8 or any other provision of this Agreement,

to sell [****] of SiC materials to third parties in such amounts (collectively not to exceed in any Fiscal Quarter [****] percent ([****]%) of the Minimum
Purchase Commitment applicable to that Fiscal Quarter) and in such [****] as may reasonably be necessary to enable other potential customers to compare
such SiC materials to materials they are buying from other sources and/or to evaluate Cree’s SiC materials’ ability to be used in the manufacture of
gemstones, so that Cree is able to evaluate whether or not to exercise its rights under Paragraph 8(c) or 9 or pursue discussions or negotiations with a third
party with respect to circumstances which may result from the exercise of Cree’s rights under Paragraph 8(c) or 9 or otherwise related to a potential
manufacturing or supply relationship with such third party that would not reasonably be anticipated to result in a breach of this Agreement by Cree (e.g., a
relationship that would go into effect after expiration or termination of this Agreement). The foregoing sentence is not intended to waive or release any breach
or default of this Paragraph 8 or any other provision of this Agreement that otherwise results from Cree entering into a manufacturing or supply relationship
with such third party.

 
9.    BUYER’S PURCHASE COMMITMENTS

 
(a)    Each Fiscal Quarter, C&C agrees to purchase Products from Cree in quantities at or above the Minimum Purchase Commitment amount for such

Fiscal Quarter. Failure to do so will, except as contemplated below, be considered a breach of the Agreement. The “Minimum Purchase Commitment” for
each Fiscal Quarter will be [****] (i) at least [****]% of C&C's requirements for SiC materials for the production of gemstones [****] from Cree, excluding
from such calculation any SiC materials purchased from third parties as expressly permitted in Paragraph 7(a) (but including any SiC materials purchased
from third parties as expressly permitted in Paragraph 7(b) or 7(c)), or (ii) (A) [****] kilograms in the [****] Quarter of [****]; (B) [****] kilograms in the
[****] Quarter of [****]; (C) [****] kilograms in [****] Quarter of [****]; (D) [****] kilograms in [****] Quarter of [****]; and (E) [****] kilograms in
[****] Quarter of [****]. If C&C exercises its Renewal Option or the parties otherwise agree to an extension of the Initial Term, no later than [****], the
Parties will begin good faith discussions seeking to mutually agree upon the Minimum Purchase Commitment amounts for the Fiscal Quarters of the Renewal
Term (or other mutually agreed-upon extension of the Initial Term), but in no event will the Minimum Purchase Commitment for any Fiscal Quarter during
the Renewal Term (or other mutually agreed-upon extension of the Initial Term) be less than [****] kilograms. Notwithstanding any contrary language in the
Agreement, if the Parties have not agreed in writing on the Minimum Purchase Commitment amounts by [****], or such later date as may be mutually agreed
upon in writing by the Parties, (x) C&C shall have the right, by written notice given to Cree within [****] business days of [****] or such later agreed-upon
date (if any), to have the Minimum Purchase Commitment amount for each Fiscal Quarter of the Renewal Term equal [****] kilograms for [****] Quarter of
[****] and [****] kilograms for [****] Quarter of [****] (in which case the Renewal Term shall be effective), and (y) if C&C does not provide such written
notice under the preceding clause (x), either Party, in its sole discretion, may terminate this Agreement as of the end of the Initial Term by providing the other
Party notice of such termination decision.

 
(b)    To maintain Seller’s exclusivity as provided in Paragraph 8 during the Term of this Agreement, C&C must, except to the extent otherwise provided

herein, purchase Products from Cree in quantities at or above the applicable Minimum Purchase Commitment amount each Fiscal Quarter. If C&C fails to
purchase Products from Cree in quantities at or above the applicable Minimum Purchase Commitment amount for a particular Fiscal Quarter, C&C will be
permitted the opportunity to cure such shortfall by purchasing during the [****] an amount equal to the sum of the purchase shortfall from [****] and the
Minimum Purchase Commitment for the new Fiscal Quarter. For example, if C&C only purchases [****] kilograms of Product during the [****] Quarter of
[****], C&C may cure its purchase shortfall by purchasing at least [****] kilograms of Product during the [****] Quarter of [****], (The foregoing example
assumes that [****]% of C&C’s requirements for SiC materials for the production of gemstones [****] from Cree for both the [****] of [****] was less than
[****] kilograms.) If C&C fails to cure the purchase shortfall in [****], Cree, at its sole discretion, may terminate the Parties’ respective exclusivity
obligations by providing an Exclusivity Termination Notice to C&C. If C&C fails to cure the purchase shortfall in the same manner by the [****] in
quantities at or above the applicable Minimum Purchase Commitment amount, Cree, at its sole discretion, may terminate this Agreement by providing written
notice of termination to C&C. For avoidance of doubt, unless otherwise agreed in writing by Cree, in order to cure a purchase shortfall for any Fiscal Quarter,
C&C must purchase the aggregate amount of any prior shortfalls and the Minimum Purchase Commitment for the then-current Fiscal Quarter (i.e., the cure
shall not be effective unless and until C&C has satisfied all Minimum Purchase Commitments for completed Fiscal Quarters). It will be C&C’s responsibility
to track its compliance with the Minimum Purchase Commitments and to be aware of any opportunities to cure any purchase shortfalls. Cree will have no
obligation to give C&C written notice of any purchase shortfall. Upon Cree’s written request, C&C will inform Cree in writing if [****]% of C&C’s
requirements for SiC materials for the production of gemstones [****] from Cree during any Fiscal Quarter was greater than the fixed quantity for such Fiscal
Quarter set forth in clause (ii) of the first sentence of Paragraph 9(a) above.
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(c)    The following rules will apply in determining whether C&C has met its Minimum Purchase Commitment in any Fiscal Quarter:
 

(i) If C&C orders Products for delivery in a particular Fiscal Quarter and Cree proposes delivery of any of the requested quantities in a later
Fiscal Quarter, as provided in Paragraph 4, and any quantity of any deferred Products is needed in order for C&C to meet its Minimum
Purchase Commitment for the Fiscal Quarter in which such Products were originally requested by C&C to be shipped, the needed quantity
of deferred Products will be [****] in the Fiscal Quarter [****] to be shipped (rather than in the Fiscal Quarter [****]) solely for the
purpose of determining whether the Minimum Purchase Commitment has been met, provided that C&C’s orders do not request delivery
during the Fiscal Quarter for an aggregate quantity of Products in excess of the quantity to be delivered during the preceding Fiscal Quarter,
[****] a commercially reasonable [****] not to exceed [****]; and

 
(ii) If Products ordered by C&C are not shipped by Cree in the Fiscal Quarter for which they were originally confirmed to be shipped by Cree,

as provided in Paragraph 4, and the quantity of any delayed Products is needed in order for C&C to meet its Minimum Purchase
Commitment for the Fiscal Quarter in which such Products were originally confirmed by Cree to be shipped, the needed quantity of delayed
Products will be [****] in the Fiscal Quarter [****] to be shipped (rather than in the Fiscal Quarter [****]) solely for the purpose of
determining whether the Minimum Purchase Commitment has been met, provided that shipment of such Products is not delayed to the
Fiscal Quarter in which the delayed Products are later shipped due to any cause reasonably and directly attributable to C&C; and

 
(iii) If C&C purchases more that its Minimum Purchase Commitment in any Fiscal Quarter, it may apply the excess toward its Minimum

Purchase Commitment in the [****], but only up to the amount needed to achieve the Minimum Purchase Commitment (i.e., application of
the excess amount may not create a new excess).

 
10.    LIMITED WARRANTY

 
(a)    Cree warrants to C&C that each Product shall conform strictly to and perform in accordance with the Specification for that Product (within the

deviations specified in such Specifications, if any). All breach of warranty claims must be reported to Cree as soon as possible, but in any event not later than
90 days after shipment. If not so reported, such claims will be deemed waived. C&C must request a return materials authorization (RMA) from Cree and
return the non-conforming Products to Cree, FOB Cree’s manufacturing facility, within ten (10) days after receipt of the RMA, and Cree shall promptly
provide an RMA upon C&C’s request. Cree will have no liability under this warranty unless Cree is notified in writing promptly upon C&C's discovery of the
defect and the alleged defective Products are returned to Cree as provided above. All breach of warranty claims are subject to verification by Cree, and both
Parties must agree on the existence and extent of any claimed defect or failure to perform or, in the absence of such verification or agreement, the existence
and extent of any claimed defect or failure to perform shall have been found to exist or occur pursuant to Paragraph 16(b). Cree's sole liability and obligation
and C&C's sole and exclusive remedy under this warranty is limited to repair or replacement of items determined by Cree to be defective or, at Cree's sole
option, refund of (or if not yet paid, reduce the amount owed by C&C under the relevant invoice by the amount of the purchase price invoiced for such
defective Products [****]) the purchase price charged by Cree for the defective Products. ANY SCRAP MATERIAL OR NON-STANDARD PRODUCTS
REQUESTED BY C&C AND SUPPLIED UNDER THIS AGREEMENT WILL BE SUPPLIED "AS IS" AND WITHOUT WARRANTY OF ANY
KIND.
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(b)    Cree’s warranty will not apply to any defect or failure to perform resulting from misapplication, improper installation, improper operation, abuse, or

contamination, whether internal or external, and Cree will have no liability of any kind for failures caused by services, materials and items not supplied by
Cree. Remedies of C&C for any breach of warranty under Paragraph 10(a) are limited to those provided in Paragraph 10(a) to the exclusion of all other
remedies, including, without limitation, loss of profits, production or revenue, business interruption or any consequential, incidental, special or punitive
damages. No representation, warranty, affirmation or agreement of Cree varying or extending the foregoing warranty and limitation of remedy provisions may
be relied upon unless it is in writing and signed by the President or a Vice President of Cree. C&C understands that, without limitation of the warranty
provided in Paragraph 10(a), the Products may not conform to any model or sample shown to C&C.

 
(c)    Each Party represents and warrants to the other that, as of the date hereof:
 

i. it is duly organized and validly existing under the laws of its jurisdiction of organization, and has full corporate power and authority to enter
into this Agreement and to carry out the provisions hereof

 
ii. it is duly authorized to execute and deliver this Agreement and to perform its obligations hereunder, and the person or persons executing

this Agreement on its behalf has been duly authorized to do so by all requisite corporate action;
 
iii. this Agreement is legally binding upon it and enforceable in accordance with its terms. The execution, delivery and performance of this

Agreement by it does not conflict with any agreement, instrument or understanding, oral or written, to which it is a party or by which it may
be bound, nor violate any law or regulation of any governmental authority having jurisdiction over it;

 
iv. it is aware of no action, suit or inquiry or investigation instituted by any governmental agency or other third party that questions or threatens

the validity of this Agreement; and
 
v. all necessary consents, approvals and authorizations of all governmental authorities and third parties required to be obtained by such Party

to enter into this Agreement and to perform under and pursuant to this Agreement have been obtained (provided, however, that the
foregoing shall not be construed as a representation or warranty concerning non-infringement of intellectual property rights of Third
Parties).

 
(d)    THE FOREGOING WARRANTY PROVISIONS ARE EXCLUSIVE AND ARE GIVEN AND ACCEPTED IN LIEU OF ANY AND ALL

OTHER WARRANTIES, WHETHER EXPRESS OR IMPLIED, INCLUDING WITHOUT LIMITATION ANY WARRANTY AGAINST
INFRINGEMENT OR ANY IMPLIED WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE. This
Paragraph 10 (as limited by other applicable terms and conditions of this Agreement) shall survive with full force and effect after the termination or
expiration of this Agreement with respect to Products that are included in a Sales Agreement prior to such termination or expiration.
 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
 

10



 

 
11.    INDEMNIFICATION

 
(a)    Subject to the limitations set out in this Agreement, Cree will defend C&C and its affiliates against any suit, action, or proceeding brought by any

third party (a “Claim”) against C&C or any affiliate thereof, and indemnify and hold harmless C&C and its affiliates against any damages, liabilities,
expenses and/or losses, including reasonable legal expenses and attorneys’ fees, based on or relating to such Claim (collectively, “Losses”), insofar as such
Claim is based on an allegation that the Products sold pursuant to this Agreement, or their design or manufacture by Cree, infringe any United States [****]
patent issued as of the date of shipment [****]. Cree will have no obligation to pay for C&C’s separate legal counsel once Cree has assumed the defense of
the Claim; however, C&C may continue to participate in the defense at its own expense through counsel of its own choosing. Cree will pay all Losses based
on or relating to such a Claim, including but not limited to those finally awarded against C&C in any such suit, action, or proceeding or paid by way of
settlement, but Cree shall have no liability whatsoever with respect to any settlement made by C&C without Cree’s prior written consent, which consent shall
not be unreasonably withheld. These obligations of Cree are subject to the conditions that Cree is promptly notified in writing of the Claim and given control
of the defense and that C&C provides such information and assistance as Cree reasonably requests in connection therewith at Cree’s expense, provided that if
C&C fails to comply with any of the foregoing conditions, Cree will only be relieved of its obligations under this Paragraph 11(a) to the extent materially
prejudiced by such failure. If the Products (or their design or manufacture) are held to infringe any patent issued as of the date of shipment, [****], or if in the
opinion of Cree such Products are likely to become the subject of such a claim of infringement, [****], then Cree will, at its own expense, either procure a
license to protect C&C against such claim without cost to C&C, replace such Products with Products not subject to such infringement, [****], or require
return of such Products, at Cree’s expense, and refund the price paid by C&C to Cree for such Products. The foregoing states Cree’s sole liability and C&C’s
sole and exclusive remedy for any Claim based upon or related to any alleged infringement of any patent or other intellectual property rights of a third party.
Cree shall have no liability for any Claim of infringement or damages to the extent based on (I) C&C’s or its affiliates’ custom designs or, to the extent
proposed by C&C following the Effective Date, not based on technical information provided by Cree, and differing from the Specifications, specifications, or
technical information for any Products, (II) a combination of Products furnished under this Agreement with products, equipment, or materials not furnished
hereunder (and not based solely on the Products, or their design or manufacture), or (III) any items made with Products furnished under this Agreement
(except to the extent such items are solely comprised of Products and such Claims solely relate to Products as supplied by Cree or their design or manufacture
by Cree). In no event may Cree compromise, settle, or enter into any voluntary disposition of any Claim subject to indemnification under this Paragraph 11(a)
in any manner that admits material fault or wrongdoing on the part of C&C or any affiliate thereof or incurs liability on the part of C&C or any affiliate
thereof that is not covered by Cree’s defense, indemnification, or hold harmless obligations without the prior written consent of C&C
 

(b)    Subject to the limitations set out in this Agreement, C&C will defend Cree and its affiliates against any Claim brought against Cree or any affiliate
thereof, and indemnify and hold harmless Cree and its affiliates against any Loss, claiming infringement of a third party’s patents, trademarks or other
intellectual property rights to the extent arising out of any of the circumstances described in (I), (II) or (III) in Paragraph 11(a). C&C will have no obligation
to pay for Cree’s separate legal counsel once C&C has assumed the defense of the Claim; however, Cree may continue to participate in the defense at its own
expense through counsel of its own choosing. C&C will pay all Losses based on or arising from such a Claim, including but not limited to those finally
awarded against Cree in any such suit, action, or proceeding or paid by way of settlement, but C&C shall have no liability whatsoever with respect to any
settlement made by Cree without C&C’s prior written consent, which consent shall not be unreasonably withheld. These obligations of C&C are subject to the
conditions that C&C is promptly notified in writing of the Claim and given control of the defense and that Cree provides such information and assistance as
C&C reasonably requests in connection therewith, at C&C’s expense, provided that if Cree fails to comply with any of the foregoing conditions, C&C will
only be relieved of its obligations under this Paragraph 11(b) to the extent materially prejudiced by such failure. In no event may C&C compromise, settle, or
enter into any voluntary disposition of any Claim subject to indemnification under this Paragraph 11(b) in any manner that admits material fault or
wrongdoing on the part of Cree or incurs liability on the part of Cree that is not covered by C&C’s defense, indemnification, or hold harmless obligations
without the prior written consent of Cree.
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12.    INTELLECTUAL PROPERTY

 
Other than those rights of Cree exhausted by the sale of Products hereunder, Cree does not convey any express or implied license under any patent, copyright,
trademark or other proprietary rights owned or controlled by Cree, whether relating to the Products sold or any manufacturing process or other matter.
Furthermore, nothing contained in this Agreement confers any right to use in advertising, publicity or other promotional activities any name, trade name,
trademark or other designation of either Party (including contraction, abbreviation or simulation of any of the foregoing). If such use is desired, necessary or
required, the Parties will enter into an appropriate customary agreement governing such use.
 

13.    CONFIDENTIAL INFORMATION
 

(a)    The exchange of confidential information by the Parties and their affiliates during the Term shall be governed by the terms and conditions of the
Non-Disclosure Agreement entered into by the Parties dated as of the Effective Date, as such agreement has been or may be amended (the “NDA”), the terms
and conditions of which are incorporated as if fully set forth herein. Notwithstanding any contrary language in the NDA, (i) the NDA will remain in effect for
the entire Term, and the NDA may not be terminated so long as this Agreement remains in effect, and (ii) the receiving Party shall not be liable for, and shall
be entitled to engage in, (A) disclosure of Confidential Information (as defined in the NDA) to its external legal counsel in the event of a dispute concerning
this Agreement, or (B) disclosure of non-technical, non-trade secret Confidential Information (including the terms of this Agreement) to its external auditors,
consultants or other professional advisors who have a need to know such information in connection with [****] (as such terms are defined in Paragraph
[****] below), provided that all such recipients are bound by professional or contractual obligations to maintain such information in confidence on
substantially similar terms as found in this Agreement. For avoidance of doubt, a receiving Party’s obligation to maintain information in confidence will
survive expiration or termination of the NDA as provided in the NDA.

 
(b)    Nothing in this Agreement is or shall be construed to require either Party to disclose proprietary or confidential information to the other. The Parties

agree that the terms of this Agreement shall be treated as Confidential Information of each other subject to the NDA; provided, however, that either Party
may, upon prior notice and after providing the other Party an opportunity to review the intended disclosure, make such public disclosures regarding this
Agreement as, based on the advice of counsel for such Party, are required by applicable securities laws or regulations, other applicable law, or the rules of any
securities exchange to which such Party is subject.
 

14.    TERMINATION/EXPIRATION
 

(a)    This Agreement and/or any Sales Agreement may be terminated by mutual written agreement of the Parties. In addition, either Party may terminate
this Agreement by written notice to the other Party upon the occurrence of one of the conditions below:

 
(i) If the other Party materially breaches this Agreement and fails to cure that breach within [****] days after receiving notice of the breach

from the non-breaching Party; or
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(ii) If the other Party becomes insolvent, or any voluntary or involuntary petition for bankruptcy or for reorganization is filed by or against the

other Party, or a receiver is appointed with respect to all or any substantial portion of the assets of the other Party, or a liquidation
proceeding is commenced by or against the other Party; provided that, in the case of any involuntary petition or proceeding filed or
commenced against a Party, the same is not dismissed within sixty (60) days.
 

If a Party elects to unilaterally terminate the Agreement for one of the foregoing reasons, that Party may concurrently terminate any Sales Agreement to the
extent of Products not yet shipped. Further, either Party may terminate any Sales Agreement to the extent of Products not yet shipped (without terminating
this Agreement) by giving written notice of termination to the other Party if the other Party commits a material breach of its obligations under the Sales
Agreement and does not cure such breach within [****] days after receipt of written notice of the breach from the non-breaching Party.
 

(b)    In addition, either Party may terminate this Agreement and any Sales Agreements by written notice to the other Party in the event the other Party’s
performance is delayed by more than one hundred eighty (180) days due to an event of Force Majeure.

 
(c)    Except as expressly provided otherwise in this Agreement, each Party will remain obligated to fully perform all Sales Agreements that are executory

at the time of termination or expiration of this Agreement, and the applicable terms and conditions of this Agreement (including Exhibits) will survive with
respect to the continued and full performance of such Sales Agreements. Further, expiration or termination will not affect (i) C&C’s obligation to pay all
amounts accrued or earned by Cree prior to expiration or termination after resolution of disputed amounts, if any, or (ii) any accrued obligations of Cree with
respect to any amounts to be refunded, canceled, or credited for the benefit of C&C (and Cree shall, to the extent any amounts to be credited against amounts
due Cree under this Agreement exceed the amounts due Cree under this Agreement, promptly pay C&C such excess following termination or expiration of
this Agreement after resolution of disputed amounts, if any).
 

15.    COMPLIANCE AND OTHER OBLIGATIONS OF THE PARTIES
 

(a)    Each Party agrees to comply with all laws, rules, orders, treaties, and regulations related to the production, manufacture, packaging, generation,
processing, distribution, transport, treatment, storage, disposal, installation, sale, use, import, and export, and other handling of all Products, or products
incorporating the Products, that are applicable to its activities in connection with or in furtherance of this Agreement, to the extent not inconsistent with
United States law.

 
(b)    Cree will not be obligated under this Agreement or any Sales Agreement to export, transfer or deliver any Products or related technical information

to C&C if prohibited by applicable law or until all necessary governmental authorizations have been obtained. Cree will not be liable under this Agreement or
any Sales Agreement for any expenses or damages resulting from failure to obtain or delays in obtaining any required government authorizations. C&C will
comply fully with all export administration and control laws and regulations of the U.S. government as may be applicable to the export, re-export, resale or
other disposition of any Products purchased from Cree.

 
(c)    C&C agrees that it will not, without Cree's written consent, use any SiC material supplied by Cree as a seed for bulk crystal growth or for any

purpose other than fabricating gemstones from such material. Growth of one or more silicon carbide or Group III-nitride epitaxial layers on a single substrate
having an aggregate epitaxial thickness of less than 150 microns will not be considered bulk growth for purposes of this Agreement. C&C further agrees that
it will not, without Cree's written consent, resell or otherwise transfer bulk SiC material supplied by Cree (including, without limitation, SiC materials in
boule or slab form) to any third party other than [****]. Notwithstanding the foregoing, any buyer or transferee of bulk SiC material must also [****] and
C&C must (i) not know or have reason to believe the buyer/transferee intends to use the SiC material as a seed for the bulk growth of SiC or for any purpose
other than fabricating gemstones from such material, (ii) use commercially reasonable efforts to contractually prohibit the buyers/transferees from using the
SiC material as a seed for the bulk growth of SiC or for any purpose other than fabricating gemstones from such material and from further transferring the
bulk SiC material to another party, and (iii) use commercially reasonable efforts to enforce any such provisions.
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(d)    Each Party agrees that during the term of this Agreement, without the prior written consent of the other Party, it will not employ or otherwise

engage the services (as a consultant or in any other capacity) of any individual who within [****] year prior to being so engaged served as an employee of the
other Party, or as a consultant to the other Party providing services, in the case of Cree, [****] (including without limitation, [****]), or, in the case of C&C,
[****].

 
(e)    Neither Party shall issue any press release or otherwise make any public announcement concerning this Agreement without the prior consent of the

other Party; provided, however, that nothing in this provision shall prevent a Party from making any disclosures that may be required by applicable securities
regulations or law or applicable listing standards. Neither party shall use the name of the other Party in any advertising, marketing or similar material without
the other Party's prior written consent.
 

16.    GOVERNING LAW; DISPUTE RESOLUTION
 

(a)    This Agreement is governed by the laws of the State of North Carolina, without regard to its conflicts of laws provisions. The Parties expressly
disclaim the application of the United Nations Convention on Contracts for the International Sale of Goods.

 
(b)    All disputes arising out of or relating to this Agreement or any Sales Agreement, or any breach or alleged breach hereof or thereof, that cannot be

settled amicably by the Parties will, upon written notice by either Party, be settled exclusively by arbitration to be held in (or within thirty (30) miles of)
Durham, NC under the Commercial Arbitration Rules of the American Arbitration Association (the “Rules”), as such Rules may be modified by mutual
agreement of the Parties as contemplated herein; provided, however, that a Party may seek provisional, injunctive, or equitable remedies, including but not
limited to preliminary injunctive relief, from a court having jurisdiction, before, during or after the pendency of any arbitration proceeding, or join the other
Party to existing litigation or any Claim brought by a third party. A single independent, neutral arbitrator selected by the Parties shall preside over the
proceeding. If a single arbitrator cannot be agreed upon by the Parties within fifteen (15) days of a Party’s notice triggering arbitration hereunder, a panel of
three (3) arbitrators shall preside. This panel shall be comprised of one independent, neutral arbitrator selected by Cree, one independent, neutral arbitrator
selected by C&C, and a third independent, neutral arbitrator selected by the two arbitrators appointed by the Parties; if either Party does not select an
arbitrator in accordance with the foregoing within five (5) business days of the expiration of the above-referenced fifteen (15)-day period, such arbitrator shall
be selected in accordance with the Rules. If elected by either Party by written notice to the other Party within five (5) business days of the notice initiating
dispute resolution under this Paragraph 16(b), the Parties shall negotiate in good faith in an effort to mutually agree as to the rules and procedures which shall
govern such proceeding. In the event the Parties cannot agree as to the rules and procedures which shall govern arbitration hereunder within thirty (30) days
of such written election, the arbitrator(s) shall determine such governing rules and procedures. The arbitrator(s) shall have no right to award damages or
provide remedies that are expressly excluded in this Agreement. The award shall be final and binding upon the Parties. Judgment upon the award may be
entered in any court having jurisdiction thereof. The prevailing party in any suit or arbitration proceeding will be entitled to recover its reasonable and
necessary attorney fees and other reasonable, documented out-of-pocket costs and expenses incurred in such proceeding.

 
(c)    Except for actions to enforce a right under Paragraph 11, no action, regardless of form, arising under or relating to this Agreement or a Sales

Agreement may be brought by either Party more than [****] after the date the claim arises.
 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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17.    ASSIGNMENT

 
(a)    Neither this Agreement nor any rights hereunder may be assigned or transferred, including without limitation by means of a merger, change of

control, or similar transaction that results in a different party possessing, directly or indirectly, the power to direct the management and policies of such Party
whether through the ownership of voting securities, contract(s), or otherwise, (collectively an “Assignment”) by either Party without the other Party's prior
written consent, which consent shall not be unreasonably withheld, provided that, notwithstanding the foregoing, (i) Cree shall be entitled, without C&C’s
prior written consent, to make an Assignment of this Agreement and its rights and obligations hereunder in connection with the transfer or sale of all or
substantially all of Cree’s assets or business relating to the performance of this Agreement, a merger transaction to which Cree is a party, a change of control
of Cree, or a similar transaction, and (ii) C&C shall be entitled, without Cree’s prior written consent, to make an Assignment of this Agreement and its rights
and obligations hereunder to a Permitted C&C Assignee in connection with [****].  Any attempted assignment in violation of this Paragraph 17(a) is void
and shall constitute a material breach of this Agreement.  A “Permitted C&C Assignee” shall mean any person or entity other than a person or entity that is a
[****]. “[****]” shall mean any corporation, partnership, university, government agency or other entity or person that is conducting [****]:

 
(1) [****];
 
(2) [****];
 
(4) [****];
 
(5) [****];
 
(6) [****];
 
(7) [****];
 
(8) [****]; and
 
(9) [****].

 
For purposes of the [****] in (2) above, a corporation, partnership, university, government agency or other entity or person shall not be considered a [****].
Notwithstanding the foregoing or any contrary language in this Agreement, (i) a corporation, partnership, or other entity or person shall [****], and (ii) Cree
shall be entitled to immediately terminate this Agreement, without notice or opportunity to cure, if subsequent to such permitted Assignment the Permitted
C&C Assignee or its affiliate becomes engaged in a [****].
 

(b)    It will be a condition of any permitted assignment that the assignee will assume all obligations of its assignor under this Agreement or Sales
Agreement, as applicable, arising following such assignment. Unless otherwise agreed by the Parties in writing, no assignment will relieve any Party of
responsibility for the performance of its obligations hereunder. The terms and conditions of this Agreement shall inure to the benefit of and be binding upon
the respective successors and permitted assigns of the Parties, and, notwithstanding any contrary language herein, the term “C&C” as used herein shall refer
to any successor or permitted assignee of C&C, and the term “Cree” as used herein shall refer to any successor or permitted assignee of Cree.
 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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18.    LIMITATIONS ON LIABILITY

 
CREE’S AGGREGATE LIABILITY TO C&C IN DAMAGES OR OTHERWISE ARISING OUT OF THIS AGREEMENT OR ANY SALES
AGREEMENT WITH RESPECT TO THE SALE OF ANY PARTICULAR PRODUCTS WILL IN NO EVENT EXCEED THE AMOUNT, IF ANY,
RECEIVED BY CREE FOR THE PRODUCT(S) THAT ARE THE CAUSE OF SUCH DAMAGES. IF ANY REMEDY IS FOUND TO FAIL OF
ITS ESSENTIAL PURPOSE OR IF CREE’S PRODUCTS ARE NOT THE CAUSE OF THE DAMAGES, CREE’S AGGREGATE LIABILITY IN
DAMAGES OR OTHERWISE TO C&C WILL IN NO EVENT EXCEED $[****] USD. C&C’S AGGREGATE LIABILITY TO CREE ARISING
OUT OF THIS AGREEMENT OR ANY SALES AGREEMENT WITH RESPECT TO THE PURCHASE OF ANY PARTICULAR PRODUCTS
WILL IN NO EVENT EXCEED THE PURCHASE PRICE FOR SUCH PRODUCTS, PLUS OTHER AMOUNTS EXPRESSLY PROVIDED IN
THIS AGREEMENT FOR TAXES, TRANSPORTATION COSTS, INTEREST, AND COLLECTION COSTS. IN NO EVENT SHALL EITHER
PARTY HAVE LIABILITY IN CONNECTION WITH THIS AGREEMENT OR ANY SALES AGREEMENT FOR ANY CONSEQUENTIAL,
INDIRECT, OR INCIDENTAL, SPECIAL, OR PUNITIVE DAMAGES (WHICH MAY INCLUDE LOST PROFITS, PRODUCTION, OR
REVENUE, OR BUSINESS INTERRUPTION) ARISING OUT OF OR IN CONNECTION WITH THIS AGREEMENT, ANY SALES
AGREEMENT OR THE MANUFACTURE, USE OR PERFORMANCE OF THE PRODUCTS, EVEN IF ADVISED OF THE POSSIBILITY OF
SUCH DAMAGES; PROVIDED THAT THE FOREGOING SHALL IN NO WAY LIMIT C&C’S OBLIGATION TO PAY FOR PRODUCTS
PURCHASED HEREUNDER IN ACCORDANCE WITH THE TERMS HEREOF. THE LIMITATIONS IN THIS PARAGRAPH 18 APPLY
REGARDLESS OF WHETHER SUCH CLAIM IS BASED ON TORT, CONTRACT, WARRANTY, NEGLIGENCE, STRICT LIABILITY OR
ANY OTHER THEORY, PROVIDED THAT, NOTWITHSTANDING ANYTHING TO THE CONTRARY, THE LIMITATIONS IN THIS
PARAGRAPH 18 SHALL NOT IN ANY EVENT APPLY TO A PARTY’S OBLIGATION PURSUANT TO THE PROVISIONS IN PARAGRAPH
11 TO DEFEND THE OTHER PARTY AGAINST OR TO INDEMNIFY OR HOLD HARMLESS THE OTHER PARTY FOR AMOUNTS
CLAIMED BY, OWED TO, OR RECOVERED BY A THIRD PARTY OR ANY BREACH OF PARAGRAPH 13, 15(c) or 17(a).

 
19.    ENTIRE AGREEMENT

 
This Agreement, including the Exhibits (which are hereby incorporated herein), and the NDA contain the entire agreement between C&C and Cree with
respect to subject matter of this Agreement and supersede all other prior written or oral agreements relating to the purchase and sale of Products, including
without limitation the Expiring Agreement. Any additional or different terms stated on any other correspondence, document or form of either Party, including
Purchase Orders, order confirmations and invoices, are material alterations of this contract and are expressly rejected. The terms of this Agreement cannot be
modified unless done so in a writing signed by both Parties. A waiver by a Party of any breach or default by the other Party is not a waiver of any other
breach or default, and no course of dealings between the Parties or trade usage will modify this Agreement. In addition to the provisions that expressly or by
their nature contemplate performance or observance of obligations subsequent to any expiration or termination of this Agreement, the provisions regarding
warranty, indemnification, intellectual property, confidential information, compliance, limitations of liability, and dispute resolution survive the termination of
this Agreement. This Agreement and any amendment or modification hereto may be executed in counterparts with the same force and effect as if the Parties
had executed one instrument, and each such counterpart will be deemed to constitute an original hereof. The Parties agree that the delivery of any executed
copy of this Agreement or any amendment hereto by electronic portable document format (.pdf) or facsimile will be legal and binding and will have the same
full force and effect as if an original executed copy of this Agreement or amendment had been delivered.
 

20.    AUTHORITY
 
Each Party represents that it has the right to enter into and perform its obligations under this Agreement and entering this Agreement will not breach any
obligation it has to any third party.
 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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21.    SEVERABILITY

 
If any provision of this Agreement is invalid, illegal, or unenforceable in any jurisdiction, for any reason, the invalidity, illegality, or unenforceability of that
provision will not affect any other provision of this Agreement, and the invalid provision will be substituted with a valid provision that most closely
approximates the intent and the economic effect of the invalid provision and that would be enforceable to the maximum extent permitted in the jurisdiction.
 

22.    FORCE MAJEURE
 
Neither Party will be in default or liable for any delay or failure to comply with its obligations under this Agreement or any Sales Agreement (other than an
obligation to pay money) due to an event of Force Majeure. The affected Party will provide the other Party prompt notice of any such anticipated delay or
failure of compliance; provided, however, that any such event of Force Majeure will not relieve the affected Party’s obligations hereunder and such Party
agrees to perform its obligations as soon as reasonably practicable after the conditions causing such delay or failure have subsided. As used in this
Agreement, “Force Majeure” means a force beyond the fault or reasonable control of the affected Party, which may include, but shall not be limited to: any
fire, flood, or other natural disaster; strikes or work stoppages; wars (declared or undeclared); acts of God; inability to procure or general shortage of labor,
equipment, facilities, materials or supplies in the open market; acts, omissions or failure or refusal to act of any government agency or authority (de jure or de
facto) acting in either its sovereign or contractual capacity; terrorists acts or acts of public enemies; epidemics or quarantine restrictions; freight embargoes;
and public disorders or riots. For avoidance of doubt, a Party’s lack of, or inability to procure, monies to fulfill its commitments and obligations under this
Agreement shall not constitute an event of Force Majeure, and Force Majeure shall in no event apply to or excuse a Party’s obligations to pay amounts due
hereunder.
 

23.    NOTICES
 
All notices required under this Agreement will be in writing and sent by reputable national or international courier service, or by facsimile or electronic
message (with a confirmation copy concurrently dispatched by prepaid post or courier service), to the address(es) of the respective Party as set forth below its
signature hereto or to such other address as a Party may later specify by written notice so given. Notices will be effective upon receipt at the location of the
specified address; provided that, notices will be effective on the date of receipt only if such day is a business day for the recipient and the notice was received
before or during business hours on such day. If not, such notice will be effective on the recipient’s next business day after the date of receipt.

 
[Signature page to follow.]
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IN WITNESS WHEREOF, each of the parties has duly executed this Agreement effective as of the Effective Date, notwithstanding a later execution date.
 
CREE, INC. CHARLES & COLVARD, LTD.
 
By: /s/ David Emerson  By: /s/ Randy N. McCullough
     
 David Emerson   Randy  N. McCullough
     
Title:Vice President - Chips & Materials  Title:President and CEO
     
Date: 12/4/14  Date: 12/12/14
 
Address for Notices Address for Notices
  
Cree, Inc. Charles & Colvard, Ltd.
4600 Silicon Drive 170 Southport Drive
Durham, North Carolina 27703 Morrisville, North Carolina 27560
Attn:  David Emerson Attn: Randy N. McCullough
Email:  [****] Email: [****]
Fax No.:  919-[****] Fax No.: 919-[****]
  
With copy of any notices With copy of any notices
of a legal nature to: of a legal nature to:
  
Cree, Inc. Wyrick Robbins Yates & Ponton LLP
Attn: General Counsel Attn: Jason Wood
4600 Silicon Dr. 4101 Lake Boone Trail
Durham, North Carolina 27703 Raleigh, NC 27607
Email:  [****] Email:  [****]
Fax No.:  919-[****] Fax No.:  919-[****]
  
 For purposes of Section 6(c):
 
 CHARLES & COLVARD DIRECT, LLC

 
 By: /s/ Kyle S. Macemore
 Kyle S. Macemore, Manager

 
 MOISSANITE.COM, LLC

 
 By: /s/ Kyle S. Macemore
 Kyle S. Macemore, Manager
 
CGS-D040-7
 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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EXHIBIT A

Products:
 
SiC [****] crystals in sizes [****]”,[****] ", or [****]". Notwithstanding [****] in its Purchase Orders, shipments of Products will be [****], provided that
[****] may not be more than [****] of the total crystals delivered by Cree in any shipment unless mutually agreed to in advance by C&C. All delivered
orders [****] will be applied toward C&C’s outstanding Purchase Orders [****] based on useable material shipped (not Product price).
 
Pricing for [****] SiC crystals (all prices are per gram):
 

Tiered Pricing Schedule

Volume kg/ Qtr  [****]” Boule   [****]” Boule   
Larger Diameters 

([****]”,[****]”[****]”)  
Up to [****] kg  $ [****]  $ [****]   [****] 
Next [****] kg  $ [****]  $ [****]   [****] 
Next [****] kg  $ [****]  $ [****]   [****] 
Next [****] kg  $ [****]  $ [****]   [****] 
Next [****] kg  $ [****]  $ [****]   [****] 
Next [****] kg  $ [****]  $ [****]   [****] 

Additional Volume   [****]   [****]   [****] 
 
The Parties agree that the foregoing pricing shall be subject to change from time to time, as mutually agreed upon in writing by the Parties, based upon
improvements made by Cree to the Specifications of the SiC Materials.
 
As used in the Tiered Pricing Schedule above, “Volume” refers to the quantity of Products ordered by C&C for delivery in a particular Cree Fiscal Quarter
that are originally confirmed or accepted by Cree for delivery in that quarter and actually delivered in that quarter, except as provided below. For example, if
C&C orders [****] kg for delivery in the fourth Fiscal Quarter of FY15, the Tiered Pricing Schedule would be applied as follows if all of the Products are
confirmed for delivery and actually delivered in the fourth Fiscal Quarter:
 

Volume  Quantity in kg   
Applicable price per kg
(assuming all [****]” boules)   Extended Cost  

Initial Volume Component 1   [****]  $ [****]  $ [****] 
Incremental Volume Component 2   [****]  $ [****]  $     [****] 
Incremental Volume Component 3   [****]  $ [****]  $     [****] 
Total   [****]      $ [****] 
 
If any Products are not shipped in the Fiscal Quarter in which they were originally confirmed or accepted for shipment due to no fault of or other reason
attributable to C&C, then the Product pricing in the order confirmation, which was based on the Volume in the Fiscal Quarter in which the Products were
originally confirmed or accepted for shipment, will remain in effect. If Products are not shipped in the Fiscal Quarter in which they were originally confirmed
or accepted for shipment solely due to the fault of or other reason directly attributable to C&C (including any agreement by Cree to delay shipment at C&C’s
request), the price of such delayed Products will equal the price applicable to such Products if they had been ordered for and delivered in the Fiscal Quarter in
which they are actually shipped. For example, if C&C orders [****] kg of Product for delivery in the fourth Fiscal Quarter of FY15 and midway through the
Fiscal Quarter requests Cree to delay delivery of [****]kg until the first Fiscal Quarter of FY16 and Cree agrees, then the delayed Product will be considered
part of the initial Volume component for the first Fiscal Quarter of FY16, and the Product pricing will be $[****] per kg (assuming all [****]” boules and no
other Product delivered during the first fiscal Quarter of FY16). The parties agree to cancel and reissue Purchase Orders and order confirmations as needed
for accurate recordkeeping purposes to reflect any such pricing changes.
 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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Specifications:
 
For Purchase Orders received and accepted prior the Effective Date, Product pricing and Specifications will be determined as provided in the
Expiring Agreement. For Purchase Orders received and accepted on or after the Effective Date, Product pricing and Specifications will be
determined as provided in this Agreement.
 
Quantity: The quantity of “usable material” of SiC crystals delivered to C&C pursuant to the Agreement and any Sales Agreements will be determined
according to the following:

 
A. Grams of usable material will be calculated on a crystal-by-crystal basis according to the following equation: [****]. “[****]” means [****] as

defined in section A under “Defects” (below).
 

B. Crystals shipped to C&C must contain at least [****] grams of usable material for the [****]" crystals and [****] grams of usable material for the
[****]" crystals. The usable material for the [****]” crystals will be determined and mutually agreed upon in writing at a later date. This usable area
must be contiguous.

 
Color: Tone/color number [****] and [****] as used in the C&C boule-grading screen will be considered acceptable tone and color material. The Parties
agree that Grade [****] should represent [****] and Grade [****] should represent [****]. (Note: Grade [****] is preferred. Grade [****] material is
acceptable.)
 
Mix: Unless otherwise agreed in writing by the Parties, at least [****]% of the usable material in each shipment will meet the grading standards for [****]
gemstones provided that C&C purchases at least the Minimum Purchase Commitment in a Fiscal Quarter.
 
Defects:
 
(A) Material volume of acceptable color will be reduced by the percentage of the defects listed in the table below. C&C shall set the acceptable standards

for the quality of both the color and defects of all material purchased pursuant to this Agreement. Unless otherwise mutually agreed by the parties in
writing, however, the grading of the material by both Cree and C&C will adhere to those standards and methods identified in Notes 1 & 2 below, or
otherwise mutually agreed in writing by the Parties, applied on a consistent basis.

 
ID  D-Type   
1  [****]  Reduce
2  [****]  Reduce
3  [****]  Reduce
4  [****]  No reduction
5  [****]  Reduce
6  [****]  Reduce
7  [****]  No reduction
8  [****]  Reduce
9  [****]  Reduce

 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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(B) Within a given color band ([****] or [****]) grade depth across the height of the boule, when the concentration of reduced defects in aggregate as

noted above exceeds [****]% cross sectional area (concentrated or dispersed), the discount on the affected band shall be [****].
 
(C) Within a given color band grade ([****] or [****]) depth across the height of the boule, if the reduced defect percent in aggregate is greater than

[****]%, but less than [****]% and is [****] as per diagram below, the slab shall be priced at [****].
 

[****]
 

Physical Dimensions:
 
Side View of Boule shall be [****]:

1) Dome: Top of boule shall be [****]. Boules [****] shall not exceed [****]. For boules delivered with [****] exceeding [****], the total usable
length will be calculated based on the [****].

 
[****]

 
2) Perpendicularity of bottom to side (as measured at sides and/or at windows): With boule resting on [****], largest allowable [****] shall be [****].

If boule does not meet this standard, it will be rejected and Cree will have the option to rework the boule to meet this standard.
 

[****]
 

Notes
 
1 Master Boule [****]: new boules as [****] this will grade as [****]. Master Boule [****]: new boules as [****] this (but [****] Master Boule [****])

will grade as [****]. Unless otherwise mutually agreed, any boules darker than grade [****] will not be purchased by C&C.
 
2 Micropipe grading will be performed according to the Cree document identified as the [****]. The area determined according to this procedure

multiplied by [****], defines the area of non-usable material for micropipes.
 
The Parties acknowledge and agree that any changes to the foregoing Specifications must be mutually agreed upon by the parties in writing and could impact
Cree’s manufacturing process, leading to changes in the price or delivery of SiC Materials hereunder.
 
[****] Confidential treatment requested pursuant to a request for confidential treatment filed with the Securities and Exchange Commission. Omitted portions
have been separately filed with the Commission.
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Exhibit 10.2

 
INTERCREDITOR AGREEMENT

 
THIS INTERCREDITOR AGREEMENT, dated as of December 12, 2014 (as amended, supplemented or otherwise modified from time to time, this

“Agreement”), is by and among CHARLES & COLVARD, LTD. (“C&C”), CHARLES & COLVARD DIRECT, LLC (“C&C Direct”),
MOISSANITE.COM, LLC (“Moissanite”; C&C, C&C Direct and Moissanite are sometimes referred to herein individually as an “Obligor” and collectively
as “Obligors”), CREE, INC. (“Cree”), and WELLS FARGO BANK, NATIONAL ASSOCIATION (“Wells Fargo”).
 

WITNESSETH:
 

WHEREAS, Cree sells certain silicon carbide raw materials to C&C from time to time and provides trade credit to C&C in connection with such
sales; and

 
WHEREAS, C&C has granted to Cree a security interest in the Collateral (as defined below) in order to secure the unpaid purchase price owing by

C&C to Cree for such raw materials; and
 
WHEREAS, Obligors and Wells Fargo are parties to that certain Credit and Security Agreement dated as of June 25, 2014 (as amended,

supplemented, modified or restated from time to time, the “Wells Fargo Credit Agreement”), pursuant to which Wells Fargo has provided and may continue to
provide financing to Obligors; and
 

WHEREAS, the obligations of Obligors to Wells Fargo under the Wells Fargo Credit Agreement are secured by the Collateral; and
 
WHEREAS, Cree has requested that Wells Fargo subordinate its security interest in the Cree Priority Collateral (as defined below) to the security

interest of Cree therein; and
 
WHEREAS, Wells Fargo is willing to do so on the terms and conditions set forth herein; and
 
WHEREAS, in order to induce Wells Fargo to continue to provide financing to Obligors, Cree has agreed to subordinate its security interest in the

Wells Fargo Priority Collateral (as defined below) to the security interest of Wells Fargo therein.
 
NOW, THEREFORE, in consideration of the premises, the parties hereto hereby agree as follows:

 
ARTICLE 1

DEFINITIONS
 

Section 1.1          For purposes of this Agreement, (a) capitalized terms used herein without definition shall have the meanings ascribed to such terms
in the UCC, and (b) in addition to the terms defined elsewhere in this Agreement, the following terms shall have the following meanings:
 

 



 

 
“Bankruptcy Code” means Title 11 of the United States Code (11 U.S.C. § 101 et seq.).

 
“Bankruptcy Event” means, with respect to any Obligor, any voluntary or involuntary dissolution, winding-up, total or partial liquidation or

reorganization, or bankruptcy, insolvency, receivership or other statutory or common law proceedings or arrangements involving any Obligor or the
readjustment of its liabilities or any assignment for the benefit of creditors or any marshalling of its assets or liabilities.
 

“Collateral” means any and all of the assets now owned or hereafter acquired by any Obligor, together with all proceeds, products, accessions and
additions with respect to each of the foregoing from time to time, including, without limitation, any insurance proceeds.
 

“Contracts” means, collectively, all rights of each Obligor under all leases, contracts and agreements to which such Obligor is now or hereafter a
party, together with any and all extensions, modifications, amendments and renewals of such leases, contracts and agreements and all rights of such Obligor to
receive moneys due or to become due thereunder or pursuant thereto and to amend, modify, terminate or exercise rights under such leases, contracts and
agreements.
 

“Creditor” means each of Wells Fargo and Cree, subject to Section 3.1.
 

“Cree Debt” means all amounts payable by C&C to Cree relating to the sale of raw materials by Cree to C&C from time to time.
 

“Cree Documents” means all supply agreements, security agreements, guaranties and other agreements, documents and instruments executed in
connection with any trade credit or other financing provided by Cree to any Obligor.
 

“Cree Priority Collateral” means (a) all raw materials in boule form purchased by C&C from Cree from time to time, and (b) SiC slabs created by
cutting such raw materials purchased by C&C from Cree. For the avoidance of doubt, all finished goods Inventory of C&C, all Accounts, money and Deposit
Accounts of C&C, all other proceeds of the items described in the foregoing clauses (a) and (b) (except proceeds arising from Cree’s disposition of Cree
Priority Collateral in accordance with this Agreement), and all assets of each of C&C Direct and Moissanite (except assets specifically described in the
preceding sentence that are held by C&C Direct or Moissanite, and proceeds arising from Cree’s disposition of such assets in accordance with this
Agreement) shall constitute Wells Fargo Priority Collateral.

 
“Cree Repayment” means the circumstance in which, subject to Section 2.4(g)(ii), the Cree Debt has been repaid in full in cash.
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“Lien” means any interest in property securing an obligation owed to, or a claim by, a Person other than the owner of such property, whether such

interest is based on the common law, statute or contract, and including a security interest, charge, claim or lien arising from a mortgage, deed of trust, deed to
secure debt, encumbrance, pledge, hypothecation, assignment, deposit arrangement, agreement, security agreement, conditional sale or trust receipt or a lease,
consignment or bailment for security purposes.
 

“Obligor” has the meaning provided in the introductory paragraph of this Agreement and includes all successors in interest of each such Person,
including a trustee or debtor in possession in connection with a Bankruptcy Event.
 

“Permitted Subordination” means a voluntary subordination by Wells Fargo of its Liens with respect to any or all Collateral, or by Cree of its Liens
with respect to any or all Collateral, in favor of depository banks, securities or commodities intermediaries, landlords, warehouseman or other bailees,
mortgagees, customs brokers, freight forwarders, carriers, factors, Persons that provide post-petition financing to any Obligor following a Bankruptcy Event,
and other Persons who provide goods or services to an Obligor in the ordinary course of business.
 

“Person” means any individual, corporation, partnership, joint venture, limited liability company, association, joint-stock company, trust,
unincorporated organization or government or any agency or political subdivision thereof.

 
“UCC” means the Uniform Commercial Code as in effect in the State of Georgia.
 
“Wells Fargo Debt” means all liabilities of any Obligor to Wells Fargo from time to time outstanding (including, without limitation, all principal,

interest, fees, reimbursement obligations with respect to letters of credit, obligations with respect to credit cards, swaps, hedge agreements, deposit accounts
and other bank products, and all indemnities, fees, costs and expenses with respect to any of the foregoing), whether arising under the Wells Fargo Documents
or otherwise, and whether incurred prior to, on or after the date of any filing by or against any Obligor of any petition or complaint initiating a Bankruptcy
Event, regardless of whether Wells Fargo’s claim therefor is allowed or allowable in any proceeding arising from such Bankruptcy Event, together with all
renewals, refundings, restructurings and other refinancings of all or any portion of the foregoing.
 

“Wells Fargo Documents” means the Wells Fargo Credit Agreement and any note, guaranty, letter of credit agreement, deposit agreement or other
agreement, document or instrument executed and/or delivered in connection with the Wells Fargo Credit Agreement and/or any Wells Fargo Debt from time
to time.
 

“Wells Fargo Priority Collateral” means all Collateral other than the Cree Priority Collateral. For the avoidance of doubt, “Wells Fargo Priority
Collateral” shall include, without limitation, all of each Obligor’s Accounts, Chattel Paper, Commercial Tort Claims, Contracts, Deposit Accounts,
Documents, Equipment, General Intangibles, finished goods Inventory, Investment Property, Instruments, Letter-of-Credit Rights, Payment Intangibles, and
Supporting Obligations, in each case wherever located and whether now owned or existing or hereafter acquired or arising, and all Proceeds of the foregoing.
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“Wells Fargo Repayment” means the circumstance in which (a) subject to Section 2.4(g)(i), the Wells Fargo Debt has been repaid in full in cash, and

(b) the commitment of Wells Fargo to make loans under the Wells Fargo Credit Agreement has been terminated.
 

ARTICLE 2
GENERAL INTERCREDITOR PROVISIONS

 
Section 2.1           Consent to Liens; Agreement to Subordinate Liens.

 
(a)          Cree consents to each Obligor’s grant of Liens in the Collateral in favor of Wells Fargo. Cree and Obligors hereby agree that, to the

extent and in the manner set forth in this Section 2.1, all Liens now or hereafter acquired by Wells Fargo in any or all of the Wells Fargo Priority Collateral
shall at all times be prior and superior to any Lien now held or hereafter acquired by Cree in the Wells Fargo Priority Collateral. Said priority shall be
applicable irrespective of the time or order of attachment or perfection of any Lien or the time or order of filing of any financing statements, mortgages, or
other documents, or any statutes, rules or law, or court decisions to the contrary. In the event that Cree receives any of the Wells Fargo Priority Collateral or
any payment or distribution with respect thereto (other than cash payments made by C&C to Cree outside of a Bankruptcy Event in satisfaction of amounts
due and payable under the Cree Documents) prior to the Wells Fargo Repayment, Cree shall hold such Wells Fargo Priority Collateral, payment or
distribution in trust for the benefit of Wells Fargo and promptly forward the same to Wells Fargo in the form received, appropriately endorsed if necessary.
The Lien subordination provisions in this Agreement are for the benefit of and shall be enforceable directly by Wells Fargo, and Wells Fargo shall be deemed
to have extended the Wells Fargo Debt in reliance upon this Agreement.

 
(b)         Wells Fargo consents to each Obligor’s grant of Liens in the Collateral in favor of Cree. Wells Fargo and Obligors hereby agree

that, to the extent and in the manner set forth in this Section 2.1, all Liens now or hereafter acquired by Cree in any or all of the Cree Priority Collateral shall
at all times be prior and superior to any Lien now held or hereafter acquired by Wells Fargo in the Cree Priority Collateral. Said priority shall be applicable
irrespective of the time or order of attachment or perfection of any Lien or the time or order of filing of any financing statements, mortgages, deeds of trust or
other documents, or any statutes, rules or law, or court decisions to the contrary. In the event that Wells Fargo receives any of the Cree Priority Collateral or
any payment or distribution with respect thereto prior to the Cree Repayment, Wells Fargo shall hold such Cree Priority Collateral, payment or distribution in
trust for the benefit of Cree and promptly forward the same to Cree in the form received, appropriately endorsed if necessary. The Lien subordination
provisions in this Agreement are for the benefit of and shall be enforceable directly by Cree, and Cree shall be deemed to have extended the Cree Debt in
reliance upon this Agreement.
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(c)          If either Wells Fargo or Cree makes a Permitted Subordination in favor of any other Person with respect to any Collateral, the

priority of the Liens of the Creditor making such Permitted Subordination vis-à-vis the Liens therein of the other Creditor shall not be affected, such that the
provisions of Sections 2.1(a) and (b) shall continue to govern the relative priority of Wells Fargo and Cree in such Collateral.

 
Section 2.2           Disposition of Collateral and Other Remedial Actions by Wells Fargo.
 

(a)          Cree hereby agrees that, until the Wells Fargo Repayment, Wells Fargo may dispose of, and exercise any other rights with respect
to, any or all of the Wells Fargo Priority Collateral, free of the Liens of Cree (it being agreed that Cree shall retain the right to receive any excess proceeds
from any such disposition of any Wells Fargo Priority Collateral after the occurrence of the Wells Fargo Repayment). Upon any disposition of any of the
Wells Fargo Priority Collateral by Wells Fargo or by any Obligor, Cree (i) agrees, if requested by Wells Fargo, to execute and immediately deliver any and all
releases or other documents or agreements which Wells Fargo deems necessary to accomplish a disposition thereof free of the Liens of Cree, and
(ii) authorizes Wells Fargo to record, or cause to have recorded, any UCC financing statements which Wells Fargo deems necessary to accomplish a
disposition thereof free of the Liens of Cree (it being understood that Wells Fargo shall not be authorized to release any Lien of Cree with respect to any Cree
Priority Collateral).

 
(b)          Until the Cree Repayment, Wells Fargo shall not exercise any rights or remedies with respect to the Cree Priority Collateral (other

than the use of the Cree Priority Collateral for the purposes described in Section 2.3(a)), including without limitation the right to (i) enforce any Liens or sell,
repossess or otherwise foreclose on any portion of the Cree Priority Collateral or (ii) request any action, institute proceedings, give any instructions, or make
any election with respect to any portion of the Cree Priority Collateral.

 
(c)          Following the Cree Repayment, Wells Fargo may exercise any rights or remedies with respect to the Cree Priority Collateral;

provided, however, that Wells Fargo shall not sell any Cree Priority Collateral consisting of silicon carbide raw materials in boule form (“Boule Collateral”)
without providing at least 15 days’ prior written notice to Cree of Wells Fargo’s intention to offer such Boule Collateral for sale. During such 15-day period,
Cree shall be obligated to either (i) repurchase the Boule Collateral for cash in an amount equal to the price paid by Obligors to Cree for such Boule
Collateral, or (ii) cooperate with Obligors to have such Boule Collateral converted into SiC slabs, all at the expense of Cree (including labor costs and
reasonably allocated overhead costs). If Cree does not consummate such repurchase or such conversion for any reason during such 15-day period, then Wells
Fargo shall have the unrestricted right to sell or otherwise dispose of the Boule Collateral. For avoidance of doubt, nothing herein shall be construed as
requiring Cree to sell any raw materials following a Bankruptcy Event, and, without prejudice to the other provisions of this Agreement (including Section
2.4), nothing in this paragraph shall be construed as a waiver by Cree of any rights it may have under the Bankruptcy Code or in respect of any Bankruptcy
Event. Except during any applicable 15-day period in which Cree has a repurchase or conversion obligation as contemplated hereby, nothing contained in this
paragraph shall be construed to limit the right of Wells Fargo or any Obligor to convert any Boule Collateral into finished goods Inventory at any time.
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Section 2.3          Disposition of Collateral and Other Remedial Actions by Cree.
 

(a)          Cree hereby agrees that it shall not sell, lease, assign, transfer, remove or otherwise dispose of all or any portion of the Cree
Priority Collateral, in each case unless, while an event of default exists under the Cree Documents, Cree gives Wells Fargo at least 30 days’ prior written
notice of Cree’s intention to take such remedial action; provided, however, that if any Obligor or Wells Fargo shall cure the underlying events of default under
the Cree Documents prior to the taking of such remedial action by Cree, Cree will not take or continue any remedial action with respect to such event of
default after the date of such cure. Cree hereby agrees that, during such 30-day period, Wells Fargo may have access to and may use the Cree Priority
Collateral without charge for purposes of holding, processing, manufacturing, selling, using, storing, liquidating, completing, realizing upon or otherwise
disposing of the Wells Fargo Priority Collateral, and for related and incidental purposes (including, without limitation, the conversion of the Cree Priority
Collateral into finished goods Inventory, which shall cause such Collateral to constitute Wells Fargo Priority Collateral). Wells Fargo shall not be liable to
Cree for any diminution of value of the Cree Priority Collateral during such period, but Wells Fargo shall pay to Cree the cost of repairing any damage to the
Cree Priority Collateral directly caused by Wells Fargo (ordinary wear and tear excepted). If any stay or other order prohibiting the exercise of remedies with
respect to the Wells Fargo Priority Collateral has been entered by a court of competent jurisdiction, such 30-day period shall be tolled during the pendency of
any such stay or other order.

 
(b)          Wells Fargo hereby agrees that, following the expiration of the 30-day period contemplated by Section 2.3(a), until the Cree

Repayment has occurred, Cree may dispose of, and exercise any other rights with respect to, any or all of the Cree Priority Collateral (including retention of
the Cree Priority Collateral as a full satisfaction of the Cree Debt), free of the Liens of Wells Fargo (it being agreed that Wells Fargo shall retain the right to
receive, after the Cree Debt is repaid in full, any excess proceeds from any disposition by Cree of any Cree Priority Collateral). Upon any disposition of any
of the Cree Priority Collateral by Cree or by any Obligor, Wells Fargo (i) agrees, if requested by Cree, to execute and immediately deliver any and all releases
or other documents or agreements which Cree deems necessary to accomplish a disposition thereof free of the Liens of Wells Fargo, and (ii) authorizes Cree
to record, or cause to have recorded, any UCC financing statements which Cree deems necessary to accomplish a disposition thereof free of the Liens of
Wells Fargo (it being understood that Cree shall not be authorized to release any Lien of Wells Fargo with respect to any Wells Fargo Priority Collateral).

 
(c)          Cree and Obligors agree that Wells Fargo shall have no obligation to effectuate any cure as contemplated by Section 2.3(a) and that

any such cure effectuated by Wells Fargo on any one occasion shall not obligate Wells Fargo to effectuate any such cure on any other occasion. Obligors
hereby authorize Wells Fargo to make such payments as Wells Fargo reasonably deems necessary or appropriate in connection with the Cree Documents in
order to protect Wells Fargo’s interests in the Collateral, and Obligors agree that any funds advanced by Wells Fargo pursuant to this paragraph or otherwise
in connection with the Cree Documents shall constitute Obligations under and as defined in the Wells Fargo Credit Agreement.
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(d)          Until the Wells Fargo Repayment, Cree shall not exercise any rights or remedies with respect to the Wells Fargo Priority

Collateral, including without limitation the right to (i) enforce any Liens or sell, repossess or otherwise foreclose on any portion of the Wells Fargo Priority
Collateral or (ii) request any action, institute proceedings, give any instructions, or make any election with respect to any portion of the Wells Fargo Priority
Collateral.

 
(e)          Nothing in this Agreement shall be construed to limit or impair in any manner the right of (i) either Creditor otherwise having

authority under applicable law to do so, to bid for and purchase, for cash (in the case of a bid by Cree with respect to any Wells Fargo Priority Collateral prior
to the Wells Fargo Repayment, or in the case of a bid by Wells Fargo with respect to any Cree Priority Collateral prior to the Cree Repayment), any Collateral
at any private, public or judicial foreclosure or other sale initiated by the other Creditor, (ii) either Creditor to seek to join (but not to control or unreasonably
delay in any manner) any foreclosure or other judicial Lien enforcement proceeding with respect to any of the Collateral initiated by the other Creditor if such
joinder is required under applicable law for such Creditor to be entitled to receive proceeds of Collateral to the extent allowed by this Agreement, (iii) either
Creditor to receive the proceeds of any authorized Lien enforcement action in respect of any Collateral in accordance with the terms of this Agreement, or (iv)
either Creditor to file any pleadings, objections or motions as provided in Sections 2.4(h) and (i). Notwithstanding the foregoing, no Creditor shall be required
at any time to initiate, participate or join in any private, public or judicial foreclosure or other sale, or any foreclosure or other judicial Lien enforcement
proceeding at any time.
 

Section 2.4           Intercreditor Arrangements in Bankruptcy.
 

(a)          This Agreement shall remain in full force and effect and enforceable pursuant to its terms in accordance with Section 510(a) of the
Bankruptcy Code, and all references herein to any Obligor shall be deemed to apply to such Person as debtor in possession and to any trustee in bankruptcy
for the estate of such Person.

 
(b)          (i) Except as otherwise specifically permitted in this Section 2.4, until the Wells Fargo Repayment, Cree shall not assert without

the written consent of Wells Fargo any claim, motion, objection, or argument in respect of any Wells Fargo Priority Collateral in connection with any
Bankruptcy Event which could otherwise be asserted or raised in connection with such Bankruptcy Event by Cree as a secured creditor of any Obligor,
including without limitation any claim, motion, objection or argument seeking adequate protection or relief from the automatic stay in respect of any Wells
Fargo Priority Collateral. (ii) Except as otherwise specifically permitted in this Section 2.4, until the Cree Repayment, Wells Fargo shall not assert without the
written consent of Cree any claim, motion, objection, or argument in respect of any Cree Priority Collateral in connection with any Bankruptcy Event which
could otherwise be asserted or raised in connection with such Bankruptcy Event by Wells Fargo as a secured creditor of any Obligor, including without
limitation any claim, motion, objection or argument seeking adequate protection or relief from the automatic stay in respect of any Cree Priority Collateral;
provided, however, that Wells Fargo may assert and exercise the use and access rights with respect to the Cree Priority Collateral contemplated by Section
2.3(a).
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(c)          Without limiting the generality of the foregoing, Cree agrees that if a Bankruptcy Event occurs, (i) Wells Fargo may consent to the

use of cash collateral on such terms and conditions and in such amounts as Wells Fargo, in its sole discretion, may decide without seeking or obtaining the
consent of Cree; (ii) Wells Fargo may (A) provide post-petition financing to any Obligor or (B) consent to the granting of a priming Lien to secure post-
petition financing, in each case pursuant to Section 364 of the Bankruptcy Code or other applicable law and on such terms and conditions and in such
amounts as Wells Fargo, in its sole discretion, may decide without seeking or obtaining the consent of Cree; (iii) Cree shall not oppose any Obligor’s use of
cash collateral to the extent that Wells Fargo has consented thereto; and (iv) Cree shall not oppose any sale or other disposition of any assets comprising part
of the Wells Fargo Priority Collateral (or the sale or bidding procedures with respect thereto) free and clear of Liens or other claims of any party, including
Cree, under Section 363 of the Bankruptcy Code if Wells Fargo has consented to such sale or disposition of such assets. Cree shall not provide or participate
in any post-petition financing to any Obligor.

 
(d)          Wells Fargo shall not oppose any sale or other disposition of any assets comprising part of the Cree Priority Collateral free and

clear of Liens or other claims of any party, including Wells Fargo, under Section 363 of the Bankruptcy Code on the basis that Wells Fargo’s interest in such
Cree Priority Collateral is impaired by such sale or inadequately protected as a result of such sale if Cree has consented to such sale or disposition of such
assets; provided, however, that any such sale or other disposition of any of the Cree Priority Collateral shall be subject to Wells Fargo’s use and access rights
with respect to the Cree Priority Collateral contemplated by Section 2.3(a).

 
(e)          Cree agrees that it will not initiate, prosecute, encourage, or assist with any other Person to initiate or prosecute any claim, action

or other proceeding (i) challenging the validity or enforceability of this Agreement (whether before, during or after any Bankruptcy Event), (ii) challenging
the validity or enforceability of Wells Fargo’s claim in connection with any Bankruptcy Event, (iii) challenging the perfection or enforceability of any of
Wells Fargo’s Liens on any of the Collateral (subject to the relative priorities and limitations on remedies set forth herein), or (iv) asserting any claims which
any Obligor may hold with respect to Wells Fargo or the Wells Fargo Debt, if any.

 
(f)          Wells Fargo agrees that it will not initiate, prosecute, encourage, or assist with any other Person to initiate or prosecute any claim,

action or other proceeding (i) challenging the validity or enforceability of this Agreement (whether before, during or after any Bankruptcy Event), (ii)
challenging the validity or enforceability of Cree’s claim in connection with any Bankruptcy Event, (iii) challenging the perfection or enforceability of any of
Cree’s Liens on any of the Collateral (subject to the relative priorities and limitations on remedies set forth herein), or (iv) asserting any claims which any
Obligor may hold with respect to Cree or the Cree Debt, if any.
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(g)          (i) To the extent that Wells Fargo receives payments or transfers on the Wells Fargo Debt or proceeds of the Collateral which are

subsequently invalidated, declared to be fraudulent or preferential, set aside and/or required to be repaid to a trustee, receiver or any other party under any
bankruptcy law, state or federal law, common law, or equitable cause, then, to the extent of such payment or proceeds received, the Wells Fargo Debt, or part
thereof, intended to be satisfied shall be revived and continue in full force and effect as if such payments or proceeds had not been received by Wells Fargo.
(ii) To the extent that Cree receives payments or transfers on the Cree Debt or proceeds of the Collateral which are subsequently invalidated, declared to be
fraudulent or preferential, set aside and/or required to be repaid to a trustee, receiver or any other party under any bankruptcy law, state or federal law,
common law, or equitable cause, then, to the extent of such payment or proceeds received, the Cree Debt, or part thereof, intended to be satisfied shall be
revived and continue in full force and effect as if such payments or proceeds had not been received by Cree.

 
(h)          Notwithstanding any other provision of this Section 2.4, (i) Cree shall be entitled to file any necessary responsive or defensive

pleadings in opposition to any motion, claim, adversary proceeding or other pleading made by any Person objecting to or otherwise seeking the disallowance
of the claims of Cree, including without limitation any claims secured by the Collateral, if any, and (ii) Cree shall be entitled to file any pleadings, objections,
motions or agreement which assert rights or interests available to unsecured creditors of the applicable Obligor arising under either the Bankruptcy Code or
applicable non-bankruptcy law.

 
(i)          Notwithstanding any other provision of this Section 2.4, (i) Wells Fargo shall be entitled to file any necessary responsive or

defensive pleadings in opposition to any motion, claim, adversary proceeding or other pleading made by any Person objecting to or otherwise seeking the
disallowance of the claims of Wells Fargo, including without limitation any claims secured by the Collateral, if any, and (ii) Wells Fargo shall be entitled to
file any pleadings, objections, motions or agreement which assert rights or interests available to unsecured creditors of the applicable Obligor arising under
either the Bankruptcy Code or applicable non-bankruptcy law.

 
Section 2.5           Relative Rights.

 
(a)          Nothing contained in this Agreement is intended to or shall affect the relative rights of Wells Fargo or Cree, on the one hand, and

other creditors of any Obligor, on the other hand.
 

(b)          All rights and interests of Wells Fargo and Cree hereunder, and all agreements and obligations of Cree and Wells Fargo hereunder,
shall remain in full force and effect irrespective of:
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(i)          any lack of validity or enforceability of any Wells Fargo Document or any other agreement or instrument relating thereto,

or of any Cree Document or any other agreement or instrument relating thereto;
 

(ii)         any change in the time, manner or place of, or in any other term of, all or any of the Wells Fargo Debt, or any amendment
or waiver of or any consent to departure from any provision of the Wells Fargo Credit Agreement or any other Wells Fargo Document;

 
(iii)        any change in the time, manner or place of, or in any other term of, all or any of the Cree Debt, or any amendment or

waiver of or any consent to departure from any provision of any Cree Document;
 

(iv)      any exchange, release, nonperfection, or unenforceability of any Lien on any Collateral, or any release or amendment or
waiver of or consent to departure from any guarantee, for all or any of the Wells Fargo Debt or the Cree Debt; or

 
(v)          any other circumstances which might otherwise constitute a defense available to, or a discharge of, any Obligor in respect

of the Wells Fargo Debt, or of the Cree Debt, in respect of this Agreement.
 
Section 2.6           No Other Beneficiaries of Lien Subordination. This Agreement and the subordination provisions contained herein are intended

only for the benefit of Wells Fargo and Cree, but not any Obligor or any other creditor of any Obligor.
 

Section 2.7           Waivers.
 

(a)          Neither Wells Fargo nor Cree shall have any liability or duty of any kind, nature or origin to the other with respect to the subject
matter of this Agreement, express or implied, except as set forth in this Agreement.

 
(b)          Cree hereby waives and releases any claim which Cree may now or hereafter have against Wells Fargo arising out of any and all

actions which Wells Fargo takes or omits to take with respect to any Obligor, any Collateral or any Wells Fargo Document (so long as such action or inaction
does not constitute a breach by Wells Fargo with respect to any of its obligations hereunder), including without limitation, (i) actions with respect to the
creation, perfection or continuation of Liens on the Collateral and other security for the Wells Fargo Debt, (ii) actions with respect to the occurrence of any
default or event of default by any Obligor under the Wells Fargo Credit Agreement or the other Wells Fargo Documents, (iii) action with respect to the
repossession of, foreclosure upon, sale, release, or depreciation of, or failure to realize upon, any of the Wells Fargo Priority Collateral, (iv) actions with
respect to the collection of any claim for all or any part of the Wells Fargo Debt from any account debtor, guarantor or any other party, (v) any other action
with respect to the enforcement of the Wells Fargo Documents or the valuation, use, protection or disposition of the Collateral or any other security for the
Wells Fargo Debt and (vi) the election of Wells Fargo, in any proceeding instituted under Chapter 11 of the Bankruptcy Code, for application of Section
1111(b) of the Bankruptcy Code.
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(c)          Wells Fargo hereby waives and releases any claim which Wells Fargo may now or hereafter have against Cree arising out of any

and all actions which Cree takes or omits to take with respect to any Obligor, any Collateral or any Cree Document (so long as such action or inaction does
not constitute a breach by Cree with respect to any of its obligations hereunder), including without limitation, (i) actions with respect to the creation,
perfection or continuation of Liens on the Collateral and other security for the Cree Debt, (ii) actions with respect to the occurrence of any default or event of
default by any Obligor under the Cree Documents, (iii) action with respect to the repossession of, foreclosure upon, sale, release, or depreciation of, or failure
to realize upon, any of the Cree Priority Collateral, (iv) actions with respect to the collection of any claim for all or any part of the Cree Debt from any
account debtor, guarantor or any other party, (v) any other action with respect to the enforcement of the Cree Documents or the valuation, use, protection or
disposition of the Collateral or any other security for the Cree Debt and (vi) the election of Cree, in any proceeding instituted under Chapter 11 of the
Bankruptcy Code, for application of Section 1111(b) of the Bankruptcy Code.
 

Section 2.8           Remedies.
 

(a)           Rights Cumulative. (i) The rights and remedies of Wells Fargo under this Agreement, the Wells Fargo Credit Agreement and the
other Wells Fargo Documents shall be cumulative and not exclusive of any rights or remedies which Wells Fargo would otherwise have. In exercising such
rights and remedies Wells Fargo may be selective and no failure or delay by Wells Fargo in exercising any right shall operate as a waiver of such right, nor
shall any partial or single exercise of any power or right preclude its other or further exercise or the exercise of any other power or right. (ii) The rights and
remedies of Cree under this Agreement and the Cree Documents shall be cumulative and not exclusive of any rights or remedies which Cree would otherwise
have. In exercising such rights and remedies Cree may be selective and no failure or delay by Cree in exercising any right shall operate as a waiver of such
right, nor shall any partial or single exercise of any power or right preclude its other or further exercise or the exercise of any other power or right.

 
(b)           Waiver of Marshalling. Each of Wells Fargo and Cree hereby waives any right to require marshalling of assets by Wells Fargo or

Cree and any similar rights.
 

Section 2.9           Provisions Concerning Insurance. Proceeds of Collateral include insurance and condemnation proceeds (including proceeds of
business interruption insurance), and therefore the priorities set forth in Section 2.1 govern the ultimate disposition of insurance and condemnation proceeds.
Proceeds of business interruption insurance shall be deemed for the purposes hereof to be Wells Fargo Priority Collateral. Wells Fargo shall have the sole and
exclusive right, as against Cree, to adjust settlement of insurance claims in the event of any covered loss, theft or destruction of any Wells Fargo Priority
Collateral and any insurance proceeds in respect of any business interruption insurance. Cree shall have the sole and exclusive right, as against Wells Fargo,
to adjust settlement of insurance claims in the event of any covered loss, theft or destruction of any Cree Priority Collateral. Each of Wells Fargo and Cree
shall cooperate with the other Creditor to facilitate the payment of insurance and condemnation proceeds to the Creditor having priority in such insurance and
condemnation proceeds. Wells Fargo shall have the right, as against Cree, to determine whether insurance proceeds which constitute Wells Fargo Priority
Collateral or direct proceeds thereof may be used to replace any affected Wells Fargo Priority Collateral. Cree shall have the right, as against Wells Fargo, to
determine whether insurance proceeds which constitute Cree Priority Collateral or direct proceeds thereof may be used to replace any affected Cree Priority
Collateral.
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ARTICLE 3

MISCELLANEOUS
 

Section 3.1           Successors; Continuing Effect. This Agreement is being entered into for the benefit of, and shall be binding upon, (a) Wells Fargo
and its successors and assigns, including subsequent holders of Wells Fargo Debt, and the term “Wells Fargo” shall include any such subsequent or additional
holder of Wells Fargo Debt, wherever the context permits, and (b) Cree and its successors and assigns, including subsequent holders of the Cree Debt, and the
term “Cree” shall include any such subsequent or additional holder of Cree Debt, wherever the context permits. Cree shall not assign all or any portion of the
Cree Debt or any Lien of the Cree securing any Cree Debt unless the proposed assignee executes and delivers to Wells Fargo a written acknowledgment in
form and substance reasonably acceptable to Wells Fargo that such assignee is bound by the terms and conditions of this Agreement. Wells Fargo shall not
assign all or any portion of the Wells Fargo Debt or any Lien of Wells Fargo securing any Wells Fargo Debt unless the proposed assignee executes and
delivers to Cree a written acknowledgment in form and substance reasonably acceptable to Cree that such assignee is bound by the terms and conditions of
this Agreement.
 

Section 3.2           Further Assurances. Each party hereto will, at any time and from time to time, promptly execute and/or authorize and deliver all
further instruments and documents, and take all further action, that any other party hereto may reasonably request in order to perfect or otherwise protect any
right or interest granted or purported to be granted hereby or to enable Wells Fargo or Cree to exercise and enforce its rights and remedies hereunder,
including, without limitation, appropriate amendments to financing statements authorized by any Obligor in favor of Cree or Wells Fargo in order to refer to
this Agreement (but this Agreement shall remain fully effective notwithstanding any failure to execute any additional documents or instruments). Without
limiting the generality of the foregoing, in connection with any refinancing or replacement of all or any portion of the Wells Fargo Debt, Cree agrees, if
requested by Wells Fargo, to promptly execute an intercreditor and lien subordination agreement substantively similar to this Agreement in favor of the new
lender.
 

Section 3.3           Expenses. Obligors shall pay to Wells Fargo, upon demand, the amount of any and all expenses, including, without limitation, the
reasonable fees and expenses of counsel for Wells Fargo, which Wells Fargo may incur in connection with the exercise or enforcement of any of its rights or
interests vis-à-vis any Obligor or Cree, and all such amounts shall constitute part of the Wells Fargo Debt. Obligors shall pay to Cree, upon demand, the
amount of any and all expenses, including, without limitation, the reasonable fees and expenses of counsel for Cree, which Cree may incur in connection with
the exercise or enforcement of any of its rights or interests vis-à-vis any Obligor or Wells Fargo, and all such amounts shall constitute part of the Cree Debt.
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Section 3.4           Notices; Amendments, Etc.

 
(a)          All notices, requests and demands to or upon the parties to this Agreement to be effective shall be in writing and shall be deemed

to have been duly given or made (i) when delivered by hand or (ii) three business days after being deposited in the mail, postage prepaid or (iii) one business
day after being sent by priority overnight mail with an internationally recognized overnight delivery carrier, at the address for the applicable party set forth
below:
 

If to Wells Fargo at:
 
Wells Fargo Bank, National Association
1100 Abernathy Road, NE - Suite 1600
MAC Code: G0189-60
Atlanta, Georgia 30328
Attn: Portfolio Manager (Charles & Colvard)
 

If to Cree at:
 
Cree, Inc.
4600 Silicon Drive
Durham, North Carolina 27703
Attn.: General Counsel

 
If to one or more Obligors at:

 
Charles & Colvard, Ltd.
170 Southport Drive
Morrisville, North Carolina 27560
Attn: Chief Financial Officer

 
The parties to this Agreement may change their addresses for notices by providing written notice of such new address to the other parties hereto.

 
(b)          This Agreement may be amended and the terms hereof may be waived only with the written consent of Cree and Wells Fargo, or

their authorized successors and assigns, and no consent of any Obligor shall be required in order to amend this Agreement except to the extent any such
amendment materially affects any rights or obligations of such Obligor under any Cree Documents or Wells Fargo Documents.
 

Section 3.5           Severability. Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction, shall, as to such
jurisdiction, be ineffective to the extent of such prohibition or invalidity without invalidating the remaining portions hereof or thereof or affecting the validity
or enforceability of such provision in any other jurisdiction.
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Section 3.6           GOVERNING LAW; WAIVER OF JURY TRIAL. THIS AGREEMENT HAS BEEN DELIVERED AND ACCEPTED IN AND

SHALL BE DEEMED TO HAVE BEEN MADE IN ATLANTA, GEORGIA AND SHALL BE INTERPRETED, AND THE RIGHTS AND LIABILITIES
OF THE PARTIES HERETO DETERMINED, IN ACCORDANCE WITH THE LAWS AND DECISIONS OF THE STATE OF GEORGIA WITHOUT
REGARD TO ITS CONFLICTS OF LAW RULES. WELLS FARGO, CREE AND OBLIGORS EACH CONSENT TO THE JURISDICTION OF ANY
LOCAL, STATE OR FEDERAL COURT LOCATED IN FULTON COUNTY, GEORGIA AND WAIVES TRIAL BY JURY AND WAIVES ANY
OBJECTION TO JURISDICTION AND VENUE OF ANY ACTION INSTITUTED HEREUNDER, AND FURTHER AGREES NOT TO ASSERT ANY
DEFENSE BASED ON LACK OF JURISDICTION OR VENUE.
 

Section 3.7           Entire Agreement. This Agreement embodies the entire agreement and understanding of the parties hereto regarding the subject
matter hereof.
 

Section 3.8          Counterparts. This Agreement may be executed in any number of counterparts, and each such counterpart shall be deemed to be an
original instrument, but all such counterparts together shall constitute one agreement.

 
[Signatures appear on following pages]
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IN WITNESS WHEREOF, the undersigned have caused this Intercreditor Agreement to be duly executed and delivered by their respective duly

authorized officers on the date and year first above written.
 
 CHARLES & COLVARD, LTD.
   
 By: /s/ Kyle S. Macemore
 Kyle S. Macemore, Senior Vice President and Chief Financial Officer
   
 CHARLES & COLVARD DIRECT, LLC
   
 By: /s/ Kyle S. Macemore
 Kyle S. Macemore, Manager
   
 MOISSANITE.COM, LLC
   
 By: /s/ Kyle S. Macemore
 Kyle S. Macemore, Manager
   
 CREE, INC.
   
 By: /s/ David T. Emerson
 Name: David T. Emerson
 Title: Vice-President -LEDs
   
 WELLS FARGO BANK, NATIONAL ASSOCIATION
   
 By: /s/ Arthur R. Cordwell, Jr.
 Arthur R. Cordwell, Jr., Authorized Signatory

 

 

 



 
Exhibit 10.3

 
SECOND AMENDMENT TO CREDIT AND SECURITY AGREEMENT

 
This Second Amendment to Credit and Security Agreement, dated as of December 12, 2014 (this “Agreement”), is made by and among WELLS

FARGO BANK, NATIONAL ASSOCIATION (“Lender”), CHARLES & COLVARD, LTD., a North Carolina corporation (“Parent”), CHARLES &
COLVARD DIRECT, LLC, a North Carolina limited liability company (“C&C Direct”), and MOISSANITE.COM, LLC, a North Carolina limited liability
company (“Moissanite”; Parent, C&C Direct and Moissanite are sometimes referred to herein individually as a “Borrower” and collectively as the
“Borrowers”).
 

WITNESSETH:
 

WHEREAS, Borrowers and Lender are parties to a certain Credit and Security Agreement dated as of June 25, 2014 (as amended, restated or
otherwise modified from time, the “Credit Agreement”); and

 
WHEREAS, Borrowers and Lender desire to amend the Credit Agreement pursuant to the terms and subject to the conditions set forth herein.
 
NOW, THEREFORE, in consideration of the premises and of the mutual covenants and agreements herein contained, it is agreed as follows:
 
1.          Defined Terms. Capitalized terms used in this Agreement which are defined in the Credit Agreement shall have the same meanings as

defined therein, unless otherwise defined herein.
 
2.          Lien in Favor of Cree. The Credit Agreement is hereby amended by:
 

(a)          deleting the existing language of Section 9.10 thereof and substituting the following in lieu thereof:
 
“If this Agreement or any other Loan Document that purports to create a Lien, shall, for any reason, fail or cease to create a valid

and perfected and, except to the extent of Permitted Liens or the interests of lessors under Capital Leases, first priority Lien on the
Collateral covered thereby”; and
 
(b)          deleting clause (i) of the definition of “Permitted Liens” set forth on Schedule 1.1 to the Credit Agreement and substituting the

following in lieu thereof:
 

“(i)          a security interest in favor of Cree pursuant to the Cree Contract, but only to the extent that such security interest of Cree
(i) is subject to an intercreditor agreement among Borrowers, Lender and Cree in form and substance acceptable to Lender, (ii) is junior in
priority to Lender’s Liens except with respect to Cree Priority Collateral (as defined in such intercreditor agreement), and (iii) secures only
amounts relating to the purchase of such goods owing by Parent to Cree.”

 
3.          No Other Changes. Except as explicitly amended or waived by this Agreement, all of the terms and conditions of the Credit Agreement shall

remain in full force and effect and shall apply to any Loan or Letter of Credit thereunder.
 
4.          Representations and Warranties. Each Borrower hereby represents and warrants to Lender as follows:

 

 



 

 
(a)          Such Borrower has all requisite power and authority to execute this Agreement and to perform all of its obligations hereunder, and

this Agreement has been duly executed and delivered by such Borrower and constitutes the legal, valid and binding obligation of such Borrower,
enforceable in accordance with its terms.

 
(b)          The execution, delivery and performance by such Borrower of this Agreement have been duly authorized by all necessary

corporate and limited liability company action and do not (i) require any authorization, consent or approval by any governmental department,
commission, board, bureau, agency or instrumentality, domestic or foreign, (ii) violate any provision of any law, rule or regulation or of any order,
writ, injunction or decree presently in effect, having applicability to such Borrower, or the articles of incorporation, by-laws, articles of organization
or limited liability company agreement, as applicable, of such Borrower, or (iii) result in a breach of or constitute a default under any indenture or
loan or credit agreement or any other agreement, lease or instrument to which such Borrower is a party or by which it or its properties may be bound
or affected.

 
(c)          All of the representations and warranties of the Borrowers contained in the Credit Agreement are correct in all material respects on

and as of the date hereof as though made on and as of such date.
 

5.          References. All references in the Credit Agreement to “this Agreement” shall be deemed to refer to the Credit Agreement as amended
hereby; and any and all references in the other Loan Documents to the Credit Agreement shall be deemed to refer to the Credit Agreement as amended
hereby.

 
6.          No Waiver. Except as expressly set forth herein, the execution of this Agreement and acceptance of any documents related hereto or thereto

shall not be deemed to be a waiver of any Default or Event of Default under the Credit Agreement or breach, default or event of default under any Loan
Document or other document held by Lender, whether or not known to Lender and whether or not existing on the date of this Agreement.

 
7.          Release. Each Borrower hereby absolutely and unconditionally releases and forever discharges Lender, and any and all participants, parent

corporations, subsidiary corporations, affiliated corporations, insurers, indemnitors, successors and assigns thereof, together with all of the present and former
directors, officers, agents, attorneys and employees of any of the foregoing, from any and all claims, demands or causes of action of any kind, nature or
description, whether arising in law or equity or upon contract or tort or under any state or federal law or otherwise, which such Borrower has had, now has or
has made claim to have against any such Person for or by reason of any act, omission, matter, cause or thing whatsoever arising from the beginning of time to
and including the date of this Agreement, whether such claims, demands and causes of action are matured or unmatured or known or unknown.
 

8.          Costs and Expenses. Each Borrower hereby reaffirms its agreement under the Credit Agreement to pay or reimburse Lender on demand for
all costs and expenses incurred by Lender in connection with the Loan Documents, including without limitation all reasonable fees and disbursements of legal
counsel. Without limiting the generality of the foregoing, Borrowers specifically agree to pay all reasonable fees and disbursements of counsel to Lender for
the services performed by such counsel in connection with the preparation of this Agreement and the documents and instruments incidental hereto. Borrowers
hereby agree that Lender may, at any time or from time to time in its sole discretion and without further authorization by Borrowers, make one or more
Advances to Borrowers under the Credit Agreement, or apply the proceeds of any Advance, for the purpose of paying any such fees, disbursements, costs and
expenses in connection with this Agreement.
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9.          Miscellaneous. This Agreement may be executed in any number of counterparts and by different parties to this Agreement on separate

counterparts, each of which, when so executed and delivered, shall be deemed an original, and all of which counterparts, taken together, shall constitute one
and the same instrument. Any signature delivered by a party by facsimile or electronic mail transmission shall be deemed to be an original signature hereto.
Delivery of an executed counterpart of this Agreement by facsimile or electronic mail shall be equally as effective as delivery of an original executed
counterpart of this Agreement. Any party delivering an executed counterpart of this Agreement by facsimile or electronic mail also shall deliver an original
executed counterpart of this Agreement, but the failure to deliver an original executed counterpart shall not affect the validity, enforceability, and binding
effect of this Agreement.

 
10.         Governing Law. This Agreement shall be governed by and construed in accordance with the substantive laws (other than conflict laws) of

the State of Georgia.
 

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, the parties hereto have caused this Second Amendment to Credit and Security Agreement to be duly executed as

of the date first written above.
 
 WELLS FARGO BANK, NATIONAL ASSOCIATION
   
 By: /s/ Arthur R. Cordwell, Jr.
 Arthur R. Cordwell, Jr., Authorized Signatory
  
 CHARLES & COLVARD, LTD.
   
 By: /s/ Kyle S. Macemore
 Name: Kyle S. Macemore
 Title: Senior Vice President and Chief Financial Officer
  
 CHARLES & COLVARD DIRECT, LLC
   
 By: /s/ Kyle S. Macemore
 Name: Kyle S. Macemore
 Title: Manager
  
 MOISSANITE.COM, LLC
   
 By: /s/ Kyle S. Macemore
 Name: Kyle S. Macemore
 Title: Manager
 

 



 
Exhibit 99.1

 

 
Charles & Colvard and Cree Enter Into a New Exclusive Supply Agreement

 
MORRISVILLE, NC—December 16, 2014—Charles & Colvard, Ltd. (NASDAQ: CTHR), the sole source of created moissanite and Forever
Brilliant®, The World’s Most Brilliant Gem®, entered into a new Exclusive Supply Agreement on December 12, 2014 with Cree, Inc. (NASDAQ: CREE) for
purchases of silicon carbide (SiC) crystals.
 
The new Exclusive Supply Agreement supersedes and replaces the existing Amended and Restated Exclusive Supply Agreement with Cree that is set to
expire in 2015. The new Exclusive Supply Agreement is set to expire in June 2018; however, provided certain conditions are met, Charles & Colvard has a
renewal option to extend the term of the agreement for an additional two-year period.
 
Randy N. McCullough, Chief Executive Officer of Charles & Colvard, said, “We are excited to extend our long standing partnership with Cree. Cree’s
significant and continued investments in SiC growth technology and high volume manufacturing scale enable Charles & Colvard to reliably provide a
superior product to the marketplace.”
 
About Cree, Inc.
 
Cree is leading the LED lighting revolution and making energy-wasting traditional lighting technologies obsolete through the use of energy-efficient,
mercury-free LED lighting. Cree is a market-leading innovator of lighting-class LEDs, lighting products and semiconductor products for power and radio
frequency (RF) applications.
 
Cree's product families include LED lighting systems and bulbs, blue and green LED chips, high-brightness LEDs, lighting-class power LEDs, power-
switching devices and RF devices. Cree's products are driving improvements in applications such as general illumination, electronic signs and signals, power
supplies and inverters.
 
For additional product and company information, please refer to www.cree.com.
 
About Charles & Colvard, Ltd.
 
Charles & Colvard, Ltd., based in the Research Triangle Park area of North Carolina, is the global sole source of moissanite, a unique, near-colorless created
gem that is distinct from other gems and jewels based on its exceptional fire, brilliance, luster, durability, and rarity. Charles & Colvard Created Moissanite®

and Forever Brilliant® are currently incorporated into fine jewelry sold through domestic and international retailers and other sales channels. Charles &
Colvard, Ltd.’s common stock is listed on the NASDAQ Global Select Market under the symbol “CTHR.” For more information, please visit
www.charlesandcolvard.com.
  

 



 

 
Forward-Looking Statement
 
This press release contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended. Statements expressing expectations regarding our future and projections relating to products, sales, revenues,
and earnings are typical of such statements and are made under the Private Securities Litigation Reform Act of 1995. These forward-looking statements
include, but are not limited to, statements about our plans, objectives, representations, and contentions and are not historical facts and typically are identified
by use of terms such as “may,” “will,” “should,” “could,” “expect,” “plan,” “anticipate,” “believe,” “estimate,” “predict,” “continue,” and similar
words, although some forward-looking statements are expressed differently.
 
All forward-looking statements are subject to the risks and uncertainties inherent in predicting the future. You should be aware that although the forward-
looking statements included herein represent management’s current judgment and expectations, our actual results may differ materially from those projected,
stated, or implied in these forward-looking statements as a result of many factors including, but not limited to, our dependence on consumer acceptance and
growth of sales of our products resulting from our strategic initiatives; dependence on a limited number of customers; the impact of the execution of our
business plans on our liquidity; our ability to fulfill orders on a timely basis; the financial condition of our major customers and their willingness and ability
to market our products; dependence on Cree, Inc. as the sole current supplier of the raw material; our current wholesale customers’ potential perception of
us as a competitor in the finished jewelry business; intense competition in the worldwide jewelry industry; general economic and market conditions, including
the current economic environment; risks of conducting business in foreign countries; the pricing of precious metals, which is beyond our control; the potential
impact of seasonality on our business; our ability to protect our intellectual property; the risk of a failure of our information technology infrastructure to
protect confidential information and prevent security breaches; possible adverse effects of governmental regulation and oversight; and the failure to evaluate
and integrate strategic opportunities, in addition to the other risks and uncertainties described in our filings with the Securities and Exchange Commission,
or the SEC, including our Annual Report on Form 10-K for the fiscal year ended December 31, 2013 and subsequent reports filed with the SEC. Forward-
looking statements speak only as of the date they are made. We undertake no obligation to update or revise such statements to reflect new circumstances or
unanticipated events as they occur except as required by the federal securities laws, and you are urged to review and consider disclosures that we make in the
reports that we file with the SEC that discuss other factors relevant to our business.
 

 



 

 
Contacts:
 
Public Relations:
Dian Griesel Int’l.
Susan Forman, Laura Radocaj
(212) 825-3210
 
Investor Relations:
Taglich Brothers, Inc.
Christopher Schreiber
212-661-6886
 

 


