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An investment in our securities involves a high degree of risk. You should carefully consider earefutty-all of the risks described
below, together with the other information contained in this annual report before making a decision to invest in our securities. If
any of the following events occur, our business, financial condition and operating results may be materially adversely affected.
In that event, the trading price of our securities could decline, and you could lose all or part of your investment. Risk Factor
Summary The following is a summary of the principal risks that could materially adversely affect our business, reputation,
financial condition and / or operating results. ¥eu-shetld-It is important that investors and stakeholders read this summary
together with the more detailed description of each risk contained below —: @ If Alliance fails to respond to or capitalize on the
rapid technological development in the music, video, gaming, and entertainment industry, including changes in entertainment
delivery formats, its business could be harmed —; e If Alliance does not successfully optimize and operate its fulfillment
network, its business could be harmed —; e The markets in which Alliance participates are...... may reduce our sales and profits.
Disruptions in Alliance’ s supply chain have increased product expenditures and could result in an adverse impact on results of

operations —Ferthestxmonths-ended Deeembe opFiv P

€oVIb—19-pandemte-; ® geopolitical events, such as war....... results of operations and financial performance. Inflation could
cause Alliance’ s product costs and operating and administrative expenses to grow more rapidly than net sales, which could
result in lower gross margins and lower net earnings ; ® . Market variables, such as inflation...... profit margins and lower net
earnings. Weakness in the economy, market trends and other conditions affecting the profitability and financial stability of
Alliance’ s customers could negatively impact Alliance’ s sales growth and results of operations .Market variables,such as
inflation of product costs from suppliers,labor rates and fuel,freight and energy costs,have and may continue to increase
potentially causing Alliance to be unable to efficiently manage its product costs and operating and administrative expenses in a
way that would enable it to leverage its revenue growth into higher net earnings.In addition,Alliance’ s inability to pass on such
increases in product costs to customers in a timely manner,or at all,could cause Alliance’ s operating and administrative
expenses to grow,which could result in lower gross profit margins and lower net earnings. . Economic, political and industry
trends affect Alliance’ s business environments. Alliance serves several industries and markets in which the demand for its
products and services is sensitive to the production activity, capital spending and demand for products and services of Alliance’
s customers. Many of these customers operate in markets that are subject to cyclical fluctuations resulting from market
uncertainty, trade and tariff policies, costs of goods sold, currency exchange rates, central bank interest rate fluctuations,
economic downturns, recessions, foreign competition, offshoring of production, oil and natural gas prices, geopolitical
developments, labor shortages, inflation, natural or human induced disasters, extreme weather, outbreaks of pandemic disease
such as the COVID- 19 pandemic, inflation, deflation, and a variety of other factors beyond Alliance’ s control. Any of these
factors could cause customers to idle or close stores, delay purchases, reduce wholesale purchasing levels, or experience
reductions in the demand for their own retail and wholesale products or services. +5Any-14Any of these events could also
reduce the volume of products and services these customers purchase from Alliance or impair the ability of Alliance’ s
customers to make full and timely payments and could cause increased pressure on Alliance’ s selling prices and terms of sale.
Our-If we incurred any significant impairment charges, our net earnings would be reduced. Declines in the profitability
of acquired brands or our decision to reduce our focus or exit these brands may impact our ability to recover the
carrying value of the related assets and could result in an impairment charge. Similarly, declines in our profitability may
impact on the fair value of our reporting unit, which could result in a write- down of our goodwill and consequently
harm our net earnings. Risks Related to Expansion of our BusinessQur expansion places a strain on our management,
operational, financial, and other resources. We are rapidly and significantly expanding operations, including increasing our
product and service offerings and scaling our infrastructure to support our retail and services businesses. This expansion
increases the complexity of our business and places strain on our management, personnel, operations, systems, technical
performance, financial resources, and internal financial control and reporting functions. We may not be able to manage growth
effectively, which could damage our reputation, limit our growth, and negatively affect our operating results. We may not
realize the anticipated benefits of acquisitions or investments in our acquisitions or joint ventures, or those benefits may be
delayed or reduced in their realization. Acquisitions and investments have been a component of our growth and the development
of our business, such as our acquisition of COKeM in September 2020. Acquisitions can broaden and diversify our brand
holdings and product offerings and allow us to build additional capabilities and competencies of the company. We cannot be
certain that the products and offerings of companies we may acquire, or acquire an interest in, will achieve or maintain
popularity with consumers in the future or that any such acquired companies or investments will allow us to market our
products more effectively marketenrproduets-, develop our competencies or grow our business. In some cases, we expect that
the integration of the companies that we may acquire into our operations will create production, marketing and other operating,
revenue or cost synergies which will produce greater revenue growth and profitability and, where applicable, cost savings,
operating efficiencies and other advantages. However, we cannot be certain that these synergies, efficiencies , and cost savings
will be realized. Even if achieved, these benefits may be delayed or reduced in their realization. In other cases, we may acquire



or invest in companies that we believe have strong and creative management, in which case we may plan to operate them more
autonomously rather than fully integrating them into our operations. We cannot be certain that the key talented individuals at
these companies weuld-will continue to work for us after the acquisition or that they would develop popular and profitable
products, entertainment or services in the future. We cannot guarantee that any acquisition or investment we may make will be
successful or beneficial, and acquisitions can consume significant amounts of management attention and other resources, which
may negatively impact other aspects of our business. Our expansion into new products, services, technologies, and geographic
regions subjects us to additional business, legal, financial, and competitive risks. We may have limited or no experience in our
newer market segments, and our customers may not adopt our offerings. These offerings may present new and difficult
technology challenges, and we may be subject to claims if customers of these offerings experience service disruptions or failures
or other quality issues. In addition, profitability, if any, in our newer activities may be lower than in our older activities, and we
may not be successful enough in these newer activities to recoup our investments in them. If any of this were to occur, it could
damage our reputation, limit our growth, and negatively affect our operating results. We may experience significant fluctuations
in our operating results and growth rate. We may not be able to accurately forecast our growth rate. We base our expense levels
and investment plans on sales estimates. A significant portion of our expenses and investments is fixed, and we may not be able
to adjust our spending quickly enough if our sales are less than expected. @ur-150ur revenue growth may not be sustainable,
and our percentage growth rates may decrease. Our revenue and operating profit growth depends on the continued growth of
demand for the products and services offered by us or our customers, and our business is affected by general economic and
business conditions worldwide. A softening of demand, whether caused by changes in customer preferences or a weakening of
the U. S. or global economies, may result in decreased revenue or growth. +660ur—- Our sales and operating results will also
fluctuate for many other reasons, including due to risks described elsewhere in this section and the following: e our ability to
retain and increase sales to existing customers, attract new customers, and satisfy our customers’ demands; @ our ability to retain
and expand our network of customers; ® our ability to offer products on favorable terms, manage inventory, and fulfill orders; e
the introduction of competitive stores, websites, products, services, price decreases, or improvements; ® changes in usage or
adoption rates of the Internet, e- commerce, electronic devices, and web services, including outside the U. S.; @ timing,
effectiveness, and costs of expansion and upgrades of our systems and infrastructure; ® the success of our geographic, service,
and product line expansions; @ the extent to which we finance, and the terms of any such financing for, our current operations
and future growth; e the outcomes of legal proceedings and claims, which may include significant monetary damages or
injunctive relief and could have a material adverse impact on our operating results; ® variations in the mix of products and
services we sell; @ variations in our level of merchandise and vendor returns; e the extent to which we offer free shipping,
continue to reduce prices worldwide, and provide additional benefits to our customers; ® factors affecting our reputation or
brand image; @ the extent to which we invest in technology and content, fulfillment, and other expense categories; ® increases in
the prices of fuel and gasoline, as well as increases in the prices of other energy products and commodities like paper and
packing supplies; @ the extent to which our equity- method investees record significant operating and non- operating items; ®
the extent to which operators of the networks between our customers and our stores successfully charge fees to grant our
customers unimpaired and unconstrained access to our online services; ® our ability to collect amounts owed to us when they
become due; e the extent to which use of our services is affected by spyware, viruses, phishing and other spam emails, denial of
service attacks, data theft, computer intrusions, outages, and similar events; ® terrorist attacks and armed hostilities; 16 ® supply
chain issues either in chip shortages; and e long lead time in the manufacturing vinyl LP” s. Our international operations expose
us to a number of risks. Our international activities are insignificant to our revenues and profits, and we plan to further expand
internationally. In certain international market segments, we have relatively little operating experience and may not benefit from
any first- to- market advantages or otherwise succeed. It is costly to establish, develop, and maintain international operations,
and promote our brand internationally. Our international operations may not be profitable on a sustained basis. In addition to
risks described elsewhere in this section, our international sales and operations are subject to a number of risks, including: e
local economic and political conditions; ® government regulation and compliance requirements (such as regulation of our
product and service offerings and of competition), restrictive governmental actions (such as trade protection measures, including
export duties and quotas and custom duties and tariffs), nationalization, and restrictions on foreign ownership; ® restrictions on
sales or distribution of certain products or services and uncertainty regarding liability for products, services, and content,
including uncertainty as a result of less Internet- friendly legal systems, local laws, lack of legal precedent, and varying rules,
regulations, and practices regarding the physical and digital distribution of media products and enforcement of intellectual
property rights; e business licensing or certification requirements, such as for imports, exports, web services, and electronic
devices; e limitations on the repatriation and investment of funds and foreign currency exchange restrictions; +7-e limited
fulfillment and technology infrastructure; @ shorter payable and longer receivable cycles and the resultant negative impact on
cash flow; e laws and regulations regarding consumer and data protection, privacy, network security, encryption, payments, and
restrictions on pricing or discounts; ® lower levels of consumer spending and fewer opportunities for growth compared to the U.
S.; @ lower levels of credit card usage and increased payment risk; e difficulty in staffing, developing, and managing foreign
operations as a result of distance, language, and cultural differences; e different employee / employer relationships and the
existence of works councils and labor unions; ® compliance with the U. S. Foreign Corrupt Practices Act and other applicable
U. S. and foreign laws prohibiting corrupt payments to government officials and other third parties; ® laws and policies of the U.
S. and other jurisdictions affecting trade, foreign investment, loans, and taxes; and ® geopolitical events, including war and
terrorism. As international physical, e- commerce, and other services grow, competition will intensify, including through
adoption of evolving business models. Local companies may have a substantial competitive advantage because of their greater
understanding of, ard-17and focus on, the local customer, as well as their more established local brand names. We may not be
able to hire, train, retain, and manage required personnel, which may limit our international growth. Our business will suffer if



we are not successful in developing and expanding our partner brands across our consumer base. Our strategy is to focus and
expand, larger global brands with an emphasis on developing and expanding those of our key partner brands, which we view as
having the largest global potential, across our customer base. As we concentrate our efforts on more brands, we believe we can
gain additional leverage and enhance the consumer experience. This focus means that our success depends disproportionately on
our and our new partners’ ability to successfully develop these new brands across our consumer base and to maintain and extend
the reach and relevance of these brands to global consumers in a wide array of markets. This strategy has required us to acquire,
build, invest in and develop our competencies in music, movies, gaming, consumer products and entertainment products.
Acquiring, developing, investing in and growing these competencies has required significant effort, time and money, with no
assurance of success. The success of our brand blueprint strategy also requires significant alignment and integration among our
business segments. If we are unable to successfully develop, maintain and expand key partner brands across our brand blueprint,
our business performance will suffer. Risks Related to Shifts in Consumer DemandConsumer interests change rapidly and
acceptance of products and entertainment offerings are influenced by outside factors. The interests of families, individuals, fans
and audiences evolve extremely quickly and can change dramatically from year to year and by geography. To be successful, we
must correctly anticipate the types of entertainment, products and play patterns which will capture consumers’ interests and
imagination, and quickly develop and introduce innovative products and engaging entertainment which can compete
successfully for consumers’ limited time, attention and spending. This challenge is more difficult with the ever- increasing
utilization of technology, social media and digital media in entertainment offerings, and the increasing breadth of entertainment
available to consumers. Evolving consumer tastes and shifting interests, coupled with an ever- changing and expanding pipeline
of entertainment and consumer properties and products which compete for consumer interest and acceptance, create an
environment in which some products and entertainment offerings can fail to achieve consumer acceptance, and other products
and entertainment offerings can be popular during a certain period of time but then be rapidly replaced. As a result, our products
and entertainment offerings can have short consumer life cycles. Consumer acceptance of our or our partners’ entertainment
offerings is also affected by outside factors, such as critical reviews, promotions, the quality and acceptance of films and
television programs, music, video games, and content released into the marketplace at or near the same time, the availability of
alternative forms of entertainment and leisure time activities, general economic conditions and public tastes generally, all of
which could change rapidly and most of which are beyond our control. There can be no assurance that television programs and
films, video games, video movies we distribute will obtain favorable reviews or ratings, that films, video games, video movies
we distribute will be popular with consumers and perform well in our distribution channels. +$8H-If we devote time and
resources to distributing and marketing products or entertainment that consumers do not accept or do not find interesting enough
to buy in sufficient quantities to be profitable to us, our revenues and profits may decline, and our business performance may be
harmed. Similarly, if our product offerings and entertainment fail to correctly anticipate consumer interests, our revenues and
earnings will be reduced. An inability to develop, introduce and ship planned products, product lines and new brands in a timely
and cost- effective manner may damage our business. In acquiring new products, product lines and new brands we have
anticipated dates for the associated product and brand introductions. When we state that we will introduce, or anticipate
introducing, a particular product, product line or brand at a certain time in the future those expectations are based on completing
the associated development, implementation, and marketing work in accordance with our currently anticipated development
schedule. We cannot guarantee that we will be able to source and ship new or continuing products in a timely manner and on a
cost- effective basis to meet constantly changing consumer demands. The risk is also exacerbated by the increasing
sophistication of many of the products we are distributing, providing greater innovation and product differentiation. Unforeseen
delays or difficulties in the development process, significant increases in the ptanned-18planned cost of development, or
changes in anticipated consumer demand for our products and new brands may cause the introduction date for products to be
later than anticipated, may reduce or eliminate the profitability of such products or, in some situations, may cause a product or
new brand introduction to be discontinued. #Risks Related to Our Supply Chain and Sales ChannelsIf we are unable to
navigate through global supply chain challenges, our business may be harmed. +-Beginning in 2021 , and continuing through
2022, we have-faced global supply chain challenges with the production and delivery of some products being delayed due to
logistics, including labor, trucking and container shortages, port congestion and other shipping disruptions. We have in the past
experlenced increases 1n materlal costs and shortages for some of our products or any rdue-in-part-to-higherwages-beingpaid

ges1 welt-as-periodic and unpredictable manufacturing shut- downs , for example
due to COVID 19 While we have taken actlons to lessen the impact of these supply chain challenges, such as through the use
of alternative ports and air freight, such actions haveresulted in higher costs and there can be no assurance that the actions taken
will continue to be effective. We have also increased prices in some cases to help offset increased costs. We can provide no
assurance that we will be able to aveid supply chain challenges in the future, or if we face such challenges, that we will be
able to increase prices in the future and-we-. We also cannot assure that price increases we have already taken will offset the
entirety of additional costs we have incurred and may incur in the future to mitigate the supply chain disruption. Further, if we
are unable to negotiate favorable carrier agreements, deliver products on time or otherwise satisfy demand for our products, our
business may be harmed. If we are unable to adapt our business to the continued shift to ecommerce, our business may be
harmed. In fiscal year 2023, Eeommeree-ecommerce salcs eontinte-represented approximately 24 % of our to-top grow-in
four customers overall sales as consumers increasingly purchased our products online as compared to through in- store
shopping due to the continued transition to ecommerce accelerated by the shutdown and limited access to retail stores during the
COVID- 19 pandemic. Ecommerce sales have resulted in retailers holding less inventory, which has caused us to adjust our
supply chain. This supply chain is further strained by customers desiring faster delivery at reduced costs. Additionally, if our
technology and systems used to support ecommerce order processing are not effective, our ability to deliver products on time on
a cost- effective basis may be adversely affected. Failure to continue to adapt our systems and supply chain and successfully




fulfill ecommerce sales could harm our business. The concentration of our retail customer base and continued shift to
ecommerce sales means that economic difficulties or changes in the purchasing or promotional policies or patterns of our major
customers could have a significant impact on us. For the year ended June 30, 2022-2023 and-for-the-six-menths-ended-Deecember
312022, our top five eustomer-customers generated eoverto-approximately 50 % of net sales and —For-the-stxmonths-ended
Beeember3+-2622;5-our top customer accounted for approximately 4923 % (Including all channels, market segments and
lines of business) of our total net sales s-and purchased a mix of products comprised of 34-approximately 47 % music, 24 %
games, 23 46-%-muste;and26-" movies , and 6 % Consumer Products . For the year ended June 30, 2022, our top customer
accounted for 2427 % of our total net sales including all channels ., market segments purehased-a-mix-ofproduets-eomprised
6#4-1%—ga-mes—39%—mﬁs-1e—and 26-%-mevieslines of business . Due to our customer concentration, if our top customer swete
was to experience difficulties in fulfilling their obligations to us, cease doing business with us, 51gn1ﬁcantly reduce the amount
of their purchases from us, favor competitors or new entrants, change their purchasing patterns, impose unexpected fees on us,
alter the manner in which they promote our products or the resources they devote to promoting and selling our products, or
return substantial amounts of our products, our business may be harmed. +96ut-- Our customers do not make binding long-
term commitments to us regarding purchase volumes and make all purchases by delivering purchase orders. Any customer could
reduce its overall purchase of our products and reduce the number and variety of our products that it carries, and the shelf space
allotted for our products. In addition, increased concentration among our customers could negatively impact our ability to
negotiate higher sales prices for our products and could result in lower gross margins than would otherwise be obtained if there
were less consolidation among our customers. Furthermore, the failure or lack of success of a significant retail customer could
negatively impact our revenues and profitability. Our business, including our costs and supply chain, is subject to risks
associated with sourcing, manufacturing, warehousing, distribution and logistics, and the loss of any of our key suppliers or
service providers could negatively impact our business. All efthe products we offer are manufactured by third- party labels,
studios, publishers, and suppliers, and as a result we may be subject to price fluctuations or demand disruptions. Our operating
results would be negatively impacted by increases in the costs of the products we offer, and we have no guarantees that costs
will not rise. In addition, as we expand into new categories and product types, we-19we expect that we may not have strong
purchasing power in these new areas, which could lead to higher costs than we have historically seen in our current categories.
We may not be able to pass increased costs on to consumers, which could adversely affect our operating results. Moreover, in
the event of a significant disruption in the supply of the materials used in the manufacture of the products we offer, we and the
vendors that we work with might not be able to locate alternative suppliers of materials of comparable quality at an acceptable
price. In addition, products, and merchandise we receive from manufacturers and suppliers may not be of sufficient quality or
free from damage, or such products may be damaged during shipping, while stored in our warehouse fulfillment centers or with
third- party ecommerce or retail customers or when returned by consumers. We may incur additional expenses and our
reputation could be harmed if consumers and potential consumers believe that our products do not meet their expectations, are
not properly labeled or are damaged. We purchase significant amounts from a limited number of suppliers with limited supply
capabilities. There can be no assurance that our current suppliers will be able to accommodate our anticipated growth or
continue to supply current quantities at preferential prices. An inability of our existing suppliers to provide products in a timely
or cost- effective manner could impair our growth and have an adverse effect on our business, financial condition, results of
operations and prospects. We generally do not maintain long- term supply contracts with any of our suppliers and any of our
suppliers could discontinue selling to us at any time. The loss of any of our other significant suppliers, or the discontinuance of
any preferential pricing or exclusive incentives they currently offer to us could have an adverse effect on our business, financial
condition, results of operations and prospects. We continually seek to expand our base of product suppliers, especially as we
identify new markets. We also require our new and existing suppliers to meet our ethical and business partner standards.
Suppliers may also have to meet governmental and industry standards and any relevant standards required by our consumers,
which may require additional investment and time on behalf of suppliers and us. If any of our key suppliers becomes insolvent,
ceases or significantly reduces its operatlons or experiences financial distress, as-aresult-ofthe-COVID-—9pandemie-or
etherwise;-or if any environmental, economic or other outside factors impact their operations. If we are unable to identify or
enter te-distribution relationships with new suppliers or to replace the loss of any of our existing suppliers, we may experience
a competitive disadvantage, our business may be disrupted and our business, financial condition, results of operations and
prospects could be adversely affected. Our principal suppliers currently provide us with certain incentives such as extended
payment terms, volume purchasing, trade discounts, cooperative advertising and market development funds. A reduction or
discontinuance of these incentives would increase our costs and could reduce our ability to achieve or maintain profitability.
Similarly, if one or more of our suppliers were to offer these incentives, including preferential pricing, to our competitors, our
competitive advantage would be reduced, which could have an adverse effect on our business, financial condition, results of
operations and prospects. We face significant inventory risk. In addition to risks described elsewhere relating to fulfillment
network and inventory optimization by us and third parties, we are exposed to significant inventory risks that may adversely
affect our operating results as a result of seasonality, new product launches, rapid changes in product cycles and pricing,
defective merchandise, changes in consumer demand and consumer spending patterns, 26ehanges—- changes in consumer tastes
with respect to our products, spoilage, and other factors. We endeavor to accurately predict these trends and avoid overstocking
or understocking products we manufacture and / or sell. Demand for products, however, can change significantly between the
time inventory or components are ordered and the date of sale. In addition, when we begin selling or manufacturing a new
product, it may be difficult to establish vendor relationships, determine appropriate product or component selection, and
accurately forecast demand. The acquisition of certain types of inventory or components requires significant lead- time and
prepayment, and they may not be returnable. We carry a broad selection and significant inventory levels of certain products, and
at times we are unable to sell products in sufficient quantities or to meet demand during the relevant selling seasons. If our



inventory forecasting and production planning processes result in higher inventory levels exceeding the levels demanded by
customers or should our customers decrease their orders with us, our operating results could be adversely affected due to costs of
carrying the inventory and additional inventory write- downs for excess and obsolete inventory. Any one of the inventory risk
factors set forth above may adversely affect our operating results. #20If our third- party suppliers’ labels, studios, and
publishers do not comply with applicable laws and regulations, our reputation, business, financial condition, results of
operations and prospects could be harmed. Our reputation and our consumers’ willingness to purchase our products depend in
part on our suppliers’ labels, studios, publishers, and other suppliers, and retail partners’ compliance with ethical employment
practices, such as with respect to child labor, wages and benefits, forced labor, discrimination, safe and healthy working
conditions, and with all legal and regulatory requirements relating to the conduct of their businesses. We do not exercise control
over our suppliers, manufacturers, and retail partners and cannot guarantee their compliance with ethical and lawful business
practices. If our suppliers, manufacturers, or retail partners fail to comply with applicable laws, regulations, safety codes,
employment practices, human rights standards, quality standards, environmental standards, production practices, or other
obligations, norms, or ethical standards, our reputation and brand image could be harmed, and we could be exposed to litigation,
investigations, enforcement actions, monetary liability, and additional costs that would harm our reputation, business, financial
condition, results of operations and prospects. Shipping is a critical part of our business and any changes in our shipping
arrangements or any interruptions in shipping could adversely affect our operating results. We primarily rely on twe-the major
wvendors-suppliers for our shipping requirements. If we are not able to negotiate acceptable pricing and other terms with these
suppliers two-vendeors-or if one of the two experiences performance problems or other difficulties, it could negatively impact
our operating results and our consumer or retail partner experience. Shipping vendors may also impose shipping surcharges from
time to time. In addition, our ability to receive inbound inventory efficiently and ship products to consumers and retailers may be
negatively affected by inclement weather, fire, flood, power loss, earthquakes, labor disputes, acts of war or terrorism, trade
embargoes, customs and tax requirements and similar factors. For example, strikes at major international shipping ports have in
the past impacted our supply of inventory from our third- party labels, studios, publishers, and suppliers, and the escalating trade
dispute between the United States and China has and may in the future lead to increased tariffs, the revocation of current tariff
exclusions for certain of our products, which may restrict the flow of the goods from China to the United States. We are also
subject to risks of damage or loss during delivery by our shipping vendors. If our products are not delivered in a timely fashion
or are damaged or lost during the delivery process, our consumers could become dissatisfied and cease shopping on our site or
retailer or third- party ecommerce sites, which could have an adverse effect on our business, financial condition, operating
results and prospects. We are subject to risks related to online payment methods, including third- party payment processing-
related risks. We currently accept payments using a variety of methods, including checks, ACH, wire transfers, credit card, debit
card, PayPal, and gift cards. As we offer new payment options to consumers, we may be subject to additional regulations,
compliance requirements, fraud, and other risks. We also rely on third parties to provide payment processing services, and for
certain payment methods, we pay interchange and other fees, which may increase over time and raise our operating costs and
affect ability to achieve or maintain profitability. We are also subject to payment card association operating rules and
certification requirements, including the Payment Card Industry Data Security Standard, or PCI- DSS, and rules governing
electronic funds transfers, which could change or be reinterpreted to make it difficult or impossible for us to comply. If we (or a
third- party processing payment card transactions on our behalf) suffer a security breach affecting payment card information, we
may have to pay onerous and significant fines, penalties and assessments arising out of the major card brands’ rules and
regulations, contractual indemnifications or liability contained in merchant agreements and similar contracts, and we may lose
our ability to accept payment cards for payment for our goods and services, which could materially impact our operations and
financial performance. 24HFurthermeore--- Furthermore , as our business changes, we may be subject to different rules under
existing standards, which may require new assessments that involve costs above what we currently pay for compliance. As we
offer new payment options to consumers, including by way of integrating emerging mobile and other payment methods, we may
be subject to additional regulations, compliance requirements and fraud. If we fail to comply with the rules or requirements of
any provider of a payment method we accept, if the volume of fraud in our transactions limits or terminates our rights to use
payment methods we currently accept, or if a data breach occurs relating to our payment systems, we may, among other things,
be subject to fines or higher transaction fees and may lose, or face restrictions placed upon, our ability to accept credit card
payments from consumers or facilitate other types of online payments. We also occasionally receive orders placed with
fraudulent data and we may ultimately be held liable for the unauthorized use of a cardholder’ s card number in an illegal
activity and be required by card issuers to pay charge- back fees. Charge- backs result not only in our loss of fees earned with
respect to the payment, but also leave us liable for the underlying money transfer amount. If our eharge-chargeback —baekrate
becomes excessive, card associations also may require us to pay fines or refuse to process our transactions. To mitigate
21mitigate credit card fraud, we use Kount to score all credit card orders for risk of fraud. In addition, we may be subject to
additional fraud risk if third- party service providers or our employees fraudulently use consumer information for their own gain
or facilitate the fraudulent use of such information. Overall, we may have little recourse if we process a criminally fraudulent
transaction. If any of these events were to occur, our business, financial condition, results of operations and prospects could be
adversely affected. We rely on third- party suppliers, labels, studios, publishers, suppliers, retail and ecommerce partners and
other vendors, and they may not continue to produce products or provide services that are consistent with our standards or
applicable regulatory requirements, which could harm our brand, cause consumer dissatisfaction, and require us to find
alternative suppliers of our products or services. We do not own or operate any manufacturing facilities. We use multiple third-
party suppliers and labels, studios, publishers, suppliers based primarily in the United States, China and Mexico and other
countries to a lesser extent, to manufacture and supply all efthe products we offer and sell. We engage many of our third- party
suppliers and labels, studios, publishers, suppliers on a purchase order basis and in most cases are not party to long- term



contracts with them. The ability and willingness of these third parties to supply and manufacture the products we offer, and sell
may be affected by competing orders placed by other companies and the demands of those companies. If we experience
significant increases in demand or need to replace a significant number of existing suppliers or manufacturers, there can be no
assurance that additional supply and manufacturing capacity will be available when required on terms that are acceptable to us,
or at all, or that any supplier or manufacturer will allocate sufficient capacity to us #erder-to meet our requirements.
Furthermore, our reliance on suppliers and manufacturers outside of the United States, the number of third parties with whom
we transact and the number of jurisdictions to which we sell complicates our efforts to comply with customs duties and excise
taxes; any failure to comply could adversely affect our business. In addition, quality control problems, such as the use of
materials and delivery of products that do not meet our quality control standards and specifications or comply with applicable
laws or regulations, could harm our business. Quality control problems could result in regulatory action, such as restrictions on
importation, products of inferior quality or product stock outages or shortages, harming our sales and creating inventory write-
downs for unusable products. We have also outsourced minute portions of our fulfillment process, as well as certain technology-
related functions, to third- party service providers. Specifically, we are dependent on third- party vendors for credit card
processing, and we use third- party hosting and networking providers to host our sites. The failure of one or more of these
entities to provide the expected services on a timely basis, or at all, or at the prices we expect, or the costs and disruption
incurred in changing these outsourced functions to being performed under our management and direct control or that of a third
party, could have an adverse effect on our business, financial condition, results of operations and prospects. We are party to
short- term contracts with some of our retail and ecommerce partners, and upon expiration of these existing agreements, we may
not be able to renegotiate the terms on a commercially reasonable basis, or at all. 22Fuarther--- Further , our third- party labels,
studios, publishers, suppliers and retail and ecommerce partners may: ® have economic or business interests or goals that are
inconsistent with ours; e take actions contrary to our instructions, requests, policies or objectives; ® be unable or unwilling to
fulfill their obligations under relevant purchase orders, including obligations to meet our production deadlines, quality standards,
pricing guidelines and product specifications, and to comply with applicable regulations, including those regarding the safety
and quality of products; @ have financial difficulties; ® encounter raw material or labor shortages; ® encounter increases in raw
material or labor costs which may affect our procurement costs; ® encounter difficulties with proper payment of custom duties or
excise taxes; 22 o disclose our confidential information or intellectual property to competitors or third parties; ® engage in
activities or employ practices that may harm our reputation; and ® work with, be acquired by, or come under control of, our
competitors. Fhe-Risks Related to Our DebtThe maturity of our Credit Facility , along with the Company’ s losses from
operations for the year ended June 30, 2023, has raised substantial doubt regarding our ability to continue as a going concern.
Our Credit Facility with Bank of America was extended from has-a-maturity-date-of-September 29 , 2023 to December 31 ,
2023, and we have been unable to maintain a certain minimum fixed charged ratio to comply with the financial covenants
associated as defined in the Credit Facility , having obtained a waiver for the non- compliance . Without generating sufficient
cash flow from operations, access to other sources of liquidity or an extension of the existing credit facility , along with the fact
that the Company has experienced losses from operations for the year ended June 30, 2023, and has a working capital
deficit , these conditions raise substantial doubt about our ability to continue as a going concern, meaning that we may be
unable to continue operations for the foreseeable future or realize assets and discharge liabilities in the ordinary course of
operations. If we need to seek additional financing to fund our business activities in the future and there remains doubt about our
ability to continue as a going concern, investors or other financing sources may be unwilling to provide additional funding on
commercially reasonable terms or at all. If we are unable to obtain sufficient funding, our business, prospects, financial
condition and results of operations will be materially and adversely affected, and we may be unable to continue as a going
concern. If we are unable to continue as a going concern, we may have to liquidate our assets and may receive less than the
value at which those assets are carried on our consolidated financial statements, and it is likely that investors will lose all or a
part of their investment. Alliance’ s existing and any future indebtedness could adversely affect its ability to operate its business.
The Company executed an amendment to its Credit Facility with Bank of America on January 24, 2022, (retroactive to
January 1, 2022), to transition the interest rate benchmark from Libor to a Secured Overnight Financing Rate (SOFR).
The effective interest rate on the revolver using SOFR for the year ended June 30, 2023, was 6. 0 % (SOFR plus a spread
of 2. 11 %). The effective interest rate for the year ended June 30, 2022, was 3. 61 %. The Credit Facility maturity was
extended from September 29, 2023 to December 31, 2023, has a variable annual interest rate equal to the higher of the
Prime rate, Federal Funds rate plus. 5 % or Bank of America Libor rate plus 2 %, up to January 1, 2022, and SOFR
plus a spread of 2. 11 % going forward. On June 30, 2022, the eredit-Credit Hie-Facility with Bank of America was amendee
feﬁfh&etmfeﬁemd—whﬁh—eﬁés—Sepfembe%%—ﬁ}d—mcreased from $ 175 mllhon to $ 225 mllhon On Aprll 21, 2023 in
connection with Amendment No a-vati f S ofth d

Yot-12 as defined below, the Credit Facility with Bank of Amenca -SGF—IH&te—p}us—Z—was reduced from $ 225 mllllon to $
175 million . H-%-As disclosed in Note 8, on April 21, 2023, certain subsidiaries of the Company, as Borrowers
thereunder ( Eiborratephis2-%-is-the prioragreement“ Borrowers ” ) , entered an Amendment Number Twelve and
Waiver (“ Amendment No . As-12 ”) to the Credit Facility. Amendment No. 12 provides for the waiver by Bank of
America and the Required Lenders (as defined in the Credit Facility) of certain specified events of default under the
Credit Facility, including the failure by the Borrowers to meet the Fixed Charge Coverage Ratio covenant requirement
for the twelve trailing months ended November 30, 2022, December 31, 2022, January 31, 2023 and February 28, 2023
and certain the-other interest-non- financial covenant breaches, and modifies the Credit Facility to, among other things,
(i) suspend the Fixed Charge Coverage Ratio covenant requirement until the first calendar month end for which the
Borrowers are in compliance with such requirement (the “ Fixed Charge Coverage Compliance rate-Date ), and (ii) add
an additional covenant requiring the Borrowers to maintain specified minimum levels of EBITDA, which requirement




will remain in effect until the Fixed Charge Coverage Compliance Date. Pursuant to Amendment No. 12, the Borrowers
agreed to pay an Agent waiver fee of approximately $ 180, 000. On September 13, 2023, certain subsidiaries of the
Company, was— as Borrowers under the Credit Facility (the “ Borrowers ), entered into Amendment Number Thirteen
and Waiver (“ Amendment No. 13 ) to the Credit Facility. Amendment No. 13 provides for the waiver by Bank of
America and the Required Lenders (as defined in the Credit Facility) of certain specified events of default under the
Credit Facility, including a favored Equipment Lease Guaranty with Fifth Third Bank and short- term loans known as
Ogilvie Loan Transactions ranging from $ 7. 6 million to $ 17 . 0 million during the months 41-54(SOFR4—-36-%plus-a
spread-of 2-June, July and August 2023 . H-%)—As-The parties acknowledge these are breaches of the covenants of the
Credit Facility; however, the Borrowers have requested, and the Lenders have agreed to 23waive the Specified Events of
Default and amend the Credlt Faclllty and extend the Revolver Termmatlon Date for a perlod of 93 days to December 31,

e a6 At 6 vely— All assets (Wlth certain capltahzed 1ease
excepnons) and interest in assets of the Company are pledged as colhter"ll under the Loan and Security Agreement, dated as of
February 21, 2017, by and among Alliance, Bank of America, N. A. and the other parties thereto, as amended, restated,
supplemented, included or otherwise modified in writing from time to time (the “ Credit Facility ). In addition, the Credit
Facility contains certain financial covenants with which the Company is required to comply. Failure to comply with the financial
covenants contained in the Credit Facility could result in an event of default. An event of default, if not cured or waived, would
permit acceleration of any outstanding indebtedness under the Credit Facility. Availability under the Credit Facility is limited by
the Company’ s borrowing base calculation, as defined in the Credit Facility. In addition, there is a commitment fee of 0. 25 %
for unused credit line with fees for the year-years ended June 30, 2023 and 2022 ;and2624+-0f $ 147, 000 and $ 100 , 000
theusand-and-$300-theusand-, respectively. Availability at Peeember34+-June 30 , 20222023 | was $ 2 483-million with an
outstanding revolver balance of § 133 +#6—Fmillion. Availability en-Deeember3+-at June 30 , 26242022 was $ 48 493
million with an outstanding revetver-Revolver balance of § 136 425-Fmillion. Because of the event of default, the lenders
are under no obligation to fund any loan, arrange for the issuance of any letter of credit, or grant any other
accommodation to or for the benefit of the Company. 23Revelver—- Revolver balance consists of the following at: Peeember
348 in thousands) Junc 30, 2023 June 30, ($+n-theusands)26222022Bank—--- 2022Bank of America Revolving Credit
Facility $ ##6-133 , 746-323 § 136, 176Less: Deferred Finance Costs (42542 ) (208) Revolving Credit, Net § 476-133 , 615
281 § 135, 968Alliance’ s outstanding indebtedness, including any additional indebtedness beyond our borrowings from Bank of
America, combined with its other financial obligations and contractual commitments could have significant adverse
consequences, including: @ requiring us to dedicate a portion of our cash resources to the payment of interest and principal,
reducing money available to fund working capital, capital expenditures, potential acquisitions, international expansion, new
product development, new enterprise relationships and other general corporate purposes; ® increasing our vulnerability to
adverse changes in general economic, industry and market conditions; @ subjecting us to restrictive covenants that may reduce
our ability to take certain corporate actions or obtain further debt or equity financing; @ limiting our flexibility in planning for,
or reacting to, changes in our business and the industry in which we compete; and e placing us at a competitive disadvantage
compared to our competitors that have less debt or better debt servicing options. We intend to satisfy our current and future debt
service obligations with our then existing cash and cash equivalents. However, we may not have sufficient funds, and may be
unable to arrange for additional financing, to pay the amounts due under the Credit Facility or any other debt instruments.
Failure to make payments or comply with other covenants under our existing credit facility or such other debt instruments could
result in an event of default and acceleration of amounts due, which would have a material adverse effect on our business . As
disclosed in Note 8 to the Company’ s consolidated financial statements, during the year ended June 30, 2023, the
Company failed to meet the Fixed Charge Coverage Ratio covenant requirement . Covenants and events of default under
Alliance’ s Credit Facility could limit our ability to undertake certain types of transactions and adversely affect our liquidity.
Alliance’ s Credit Facility contains a number of restrictive covenants that impose significant operating and financial restrictions
on us and may limit our ability to engage in acts that may be in our long- term best interest, Alliance obtained a waiver for non-
compliance with one non- financial covenant related to its delivery of the monthly unaudited financial statements and
compliance certificates for the periods pertaining to June 30, 2022, July 31, 2022 ;and August 31, 2022. This non- compliance
resulted in events of defaalt-24default under the Credit Facility. As a result of this non- compliance as of the balance sheet date
and penods there’lfter the Company has-had classified the outstandlng balance of the Credit Fac1hty Net of $ 135, 968 asa

sheu-}d-be—fesfa-ted—As dlsclosed in Note 9—8 to the Company s consolldated hnanClal statements, durmg year-t-he—seeend—ﬁsea-l-
ended Peeember3+June 30 , 2022-2023 , the Company failed to meet the Fixed Charge Coverage Ratio covenant requirement.
The Company received ﬁﬁn—negeﬁ&&eﬁs—wrt-h-&s—}efﬁeﬁe-ebt&m—a waiver for nen—eomphianee-failure to meet the Fixed
Charge Coverage Ratio for the twelve trailing months ended November 30, 2022, December 31, 2022, January 31, 2023
and February 28, 2023 . The-On April 21, 2023, certain subsidiaries of the Company alse-ebtained-a-executed an
Amendment Number Twelve to the Loan and Security Agreement and Waiver, which formalizes such waiver and
modifies the Credit Facility to, among other things, (i) suspend the Fixed Charge Coverage Ratio covenant requirement
until the first calendar month end for ren—which the Borrowers are in compliance with ene-nen—finanetal-such



requirement (the “ Fixed Charge Coverage Compliance Date ), and (ii) add an additional covenant requiring related-to
its-detivery-efthe Borrowers to maintain specified minimum levels of EBITDA, measured on a calendar year to date basis
as of the last day of the menthiy—- month uvraudited-finanetal-statements-and-, which requirement will remain in effect until
the Fixed Charge Coverage eemph&nee—Comphance Date eeﬁrﬁe&tes—feﬁhﬁaeﬂeés—peﬁ&mmg—te—kmeéﬁ%w
2022;-and-August 31,2622~ The We-ea ; anee-tha ; provi vith-a-wat
ﬂet—be—tn—eeﬁaphanee—m—t-he—ﬁﬁufe—A—fallure to malntaln comphance a-}eﬂg—wnh covenant requlrements 1f not walved by our
lender nota v ause-causes the outstanding borrowings to be in default and
payable on demand Wthh Would have a materlal adverﬂe effect on us and our ability to continue as a going concern. On
September 13, 2023 certain subsidiaries of the Company, as Borrowers entered into Amendment No. 13 to the Credit
Facility. Amendment No. 13 provides for the waiver by Bank of America and the Required Lenders (as defined in the
Credit Facility) of certain specified events of default under the Credit Facility, including a favored Equipment Lease
Guaranty with Fifth Third Bank and short- term loans known as Ogilvie Loan Transactions ranging from $ 7. 6 million
to $ 17. 0 million during the months of June, July and August, 2023. The parties acknowledge these are breaches of the
covenants of the Credit Facility; however, the borrowers have requested, and the Lenders have agreed to waive the
Specified Events of Default and amend the Credit Facility and extend the Revolver Termination Date for a period of 93
days to December 31, 2023. A breach of the covenants under the Credit Facility could result in an event of default under the
applicable indebtedness. Such a default may allow the creditors to accelerate the related debt and may result in the acceleration
of any other debt to which a cross- acceleration or cross- default provision applies. In addition, an event of default under the
Credit Facility could permit the lenders under 24the—- the Credit Facility to terminate all commitments to extend further credit
under the Credit Facility. Furthermore, if we were unable to repay the amounts due and payable under the Credit Facility, those
lenders could proceed against the collateral granted to them to secure that indebtedness. In the event our lender accelerates the
repayment of our borrowings, we may not have sufficient assets to repay that indebtedness. You should read our more detailed
descriptions of the Credit Facility set forth in this anmaalrepert-10- K and in our filings with the SEC Seeurities-and-Exchange
Commisstor, as well as credit agreements the-doeuments-themselves-which are also filed with the SEC as-exhibits-to-this
anngatrepert, for further information about these covenants. Government efforts to combat inflation, along with other interest
rate pressures arising from an inflationary economic environment, could lead to us to incur even higher interest rates and
financing costs. Inflation has risen on a global basis, the United States has been experiencing historically high levels of inflation,
and government entities have taken various actions to combat inflation, such as raising interest rate benchmarks. Government
entities may continue their efforts, or implement additional efforts, to combat inflation, which could include among other things
continuing to raise interest rate benchmarks and / or maintaining interest rate benchmarks at elevated levels. Such government
efforts, along with other interest rate pressures arising from an inflationary economic environment, could lead to us to incur
even higher interest rates and financing costs on our credit line with Bank of America and have material adverse effect on our
business, financial condition and results of operations. Our current or future borrowings subject to variable rates of interest;®
require that materially adverse terms,conditions,or covenants be placed on us under our debt instruments,which could
include,for example,limitations on additional borrowings or limitations on our ability to create liens,pay dividends,repurchase
our common stock or make investments,any of which could hinder our access to capital markets or our flexibility in the conduct
of our business and make us more vulnerable to economic downturns and adverse competitive industry conditions; ard-and29 e
jeopardize our ability to pay our indebtedness if our business experienced a severe downturn.If we were unable to obtain or
service our other external financings,or if the restrictions imposed by such financing were too burdensome,our business would
be harmed.Due to success is dependent on the efforts and dedication of our officers and other employees. Our officers and
employees are at the heart of all our efforts. It is their skill, innovation and hard work that drive our success. We compete with
many other potential employers in recruiting, hiring, and retaining our management team and our many other skilled effieers
26officers and employees around the world. The increasing prevalence of remote work creates further challenges in retaining
employees as some employees desire more flexibility in their employment and the ability to work remotely opens up more
employment opportunities. The impact of failing to retain key employees can be high due to loss of key knowledge and
relationships, loss of creative talent, lost productivity, hiring and training costs, all of which could result in lower profitability.
We cannot guarantee that we will recruit, hire or retain the key personnel we need to succeed. Our future success will depend on
the leadership of our key executives such as Mr. Bruce Ogilvie, our Executive Chairman, and Mr. Jeff Walker, our Chief
Executive Officer. Mr. Ogilvie and Mr. Walker are executives of other companies, including GameFly Holdings, Inc. GameFly
is a customer of Alliance. Alliance uses GameFly’ s Lakewood, California warehouse to ship and fulfill products for Alliance’ s
customers. A €enflet-conflict of interest may arise with respect to their allocation of business time and such conflicts may not
be resolved in Alliance’ s favor. Our loss of key management or other employees, inability to drive success through our new
leaders, or our inability to retain or hire talented people with the skill sets we need for our diverse and changing business, could
significantly harm our business. If we fail to develop diverse top talent, we may be unable to compete, and our business may be
harmed. To compete successfully, we must continuously develop a diverse group of talented people. We promote a diverse and
inclusive work environment. To that end, we have set goals and objectives with respect to hiring and retention of talented,
diverse employees, who we believe will foster new ideas and perspectives that will benefit our business. Competition for diverse
talent is intense. We cannot guarantee we will achieve our goals or that our actions will result in expected benefits to our
business. Alliance has engaged in transactions with related parties, and such transactions present possible conflicts of interest
that could have an adverse effect on our business and results of operations. Alliance has entered #te-transactions with related
parties, including our two principal stockholders. We have entered into transactions with companies owned by Bruce Ogilvie
and Jeffrey Walker, including Gamefty-GameFly Holdings, LLC. For the year stxmonths-cnded Beeember3+June 30 , 2023
and 2022 ;and2024-, Alliance made sales of new release movies, video games, and video game consoles to GameFly Holdings




LLC in the amount of $ 16 2- tHh . 8 million respeetively—During-the-years-endedJune-36,2022,202+-and 2026;
$ 7. +mithon;$-53-mithonand-$2-5 million srespectively. GameFly, a customer of Alliance, is equally owned by Bruce
Ogilvie and Jeff Walker, the two shareholders of Alliance. Alliance believes the amounts payable to GameFly are at fair market
value. Although the agreement between Alliance and GameFly can be terminated by either party at any time, given Mr. Ogilvie’
s and Mr. Walker’ s 25pesitions—- peositions with Alliance as Executive Chairman and Chief Executive Officer, respectively .
On September 13, 2023 certain subsidiaries of the Company, as Borrowers entered into Amendment No. 13 to the Credit
Facility. Amendment No. 13 provides for the waiver by Bank of America and the Required Lenders (as defined in the
Credit Facility) of certain specified events of default under the Credit Facility, including a favored Equipment Lease
Guaranty with Fifth Third Bank and short- term loans known as Ogilvie Loan Transactions ranging from $ 7. 6 million
to $ 17. 0 million during the months of June, July and August, 2023. The parties acknowledge these are breaches of the
covenants of the Credit Facility; however, the borrowers have requested, and the Lenders have agreed to waive the
Specified Events of Default and amend the Credit Facility and extend the Revolver Termination Date for a period of 93
days to December 31, 2023 . We may in the future enter into additional transactions with entities in which majority
shareholders, executive officers and members of our board of directors and other related parties hold ownership interests. See
Certain Relationships and Related Party Transactions. ” Transactions with such related parties present potential for conflicts of
interest, as the interests of the third- party owned related entity and its shareholders may not align with the interests of our
stockholders with respect to the negotiation of, and certain other matters. For example, conflicts of interest may arise in
connection with decisions regarding the structure and terms of the GameFly contract, contractual remedies, events of default and
dealings with customers. Pursuant to our related party transactions policy, all additional material related party transactions that
we enter into require either (i) the unanimous consent of our audit committee or (ii) the approval of a majority of the members of
our board of directors. See *“ Certain Relationships and Related Party Transactions — Policies and Procedures for Related Party
Transactions ”. Nevertheless, we may have achieved more favorable terms if such transactions had not been entered into with
related parties and these transactions, individually or in the aggregate, may have an adverse effect on our business and results of
operations or may result in government enforcement actions or other litigation. seeunrities-laws. Their limited experience in
dealing with the increasingly complex laws pertaining to public companies could be a significant disadvantage in that it is likely
that an increasing amount of their time may be devoted to these activities which will result in less time being devoted to the
management and growth of Alliance.Alliance may not have adequate personnel with the appropriate level of
knowledge,experience,and training in the accounting policies,practices or internal controls over financial reporting required of
public companies in the United States.The development and implementation of the standards and controls necessary for Alliance
to achieve the level of accounting standards required of a public company in the United States may require costs greater than
expected.It is possible that Alliance will be required to expand its employee base and hire additional employees to support its
operations as a public company ;which will increase its operating costs in future periods .34The Our Technology and
Intellectual PropertyOur business may be harmed if we are unable to protect our critical intellectual property rights. Our
intellectual property, including our trademarks and tradenames, copyrights, patents, and rights under our license agreements and
other agreements that establish our intellectual property rights and maintain the confidentiality of our intellectual property, is of
critical value. We rely on a combination of trade secret, copyright, trademark, patent and other proprietary rights laws to protect
our rights to valuable intellectual property in the U. S. and around the world. From time to time, third parties have challenged,
and may in the future try to challenge, our ownership of our intellectual property in the U. S. and around the world. In addition,
our business is subject to the risk of third parties counterfeiting our products or infringing on our intellectual property rights, as
well as the risk of unauthorized third parties copying and distributing our entertainment content or leaking portions of planned
entertainment content. We may need to resort to litigation to protect our intellectual property rights, which could result in
substantial costs and diversion of resources. Similarly, third parties may claim ownership over certain aspects of our products,
productions or other intellectual property. Our failure to successfully protect our intellectual property rights could significantly
harm our business and competitive position. Failure to successfully operate our information systems and implement new
technology effectively could disrupt our business or reduce our sales or profitability. We rely extensively on various information
technology systems and software applications to manage many aspects of our business, including product development,
management of our supply chain, sale and delivery of our products, royalty and financial reporting and various other processes
and transactions. We are critically dependent on the integrity, security and consistent operations of these systems and related
back- up systems. These systems are subject to damage or interruption from power outages, computer and telecommunications
failures, computer viruses, malware and other cybersecurity breaches, catastrophic events such as hurricanes, fires, floods,
earthquakes, tornadoes, acts of war or terrorism and usage errors by our employees or partners. The efficient operation and
successful growth of our business depends on these information systems, including our ability to operate them effectively and to
select and implement appropriate upgrades or new technologies and systems and adequate disaster recovery systems
successfully. The failure of our information systems or third- party hosted technology to perform as designed or our failure to
implement and operate them effectively could disrupt our business, require significant capital investments to remediate a
problem or subject us to liability. If our electronic data is compromised our business could be significantly harmed. We and our
business partners maintain significant amounts of data electronically in locations around the United States and in the cloud. This
data relates to all aspects of our business, including current and future products and entertainment under development, and also
contains certain customer, consumer, supplier, partner and employee data. We maintain systems and processes designed to
protect this data, but notwithstanding such protective measures, there is a risk of intrusion, cyber- attacks or tampering that could
compromise the integrity and privacy of this data. Cyber- attacks are increasing in their frequency, sophistication , and intensity,
and are becoming increasingly difficult to detect. They are often carried out by motivated, well- resourced, skilled , and




persistent actors, including nation states, organized crime groups, *“ hacktivists *” and employees or contractors acting with
malicious intent. Cyber- attacks could include the deployment of harmful malware and key loggers, ransomware, a denial- of-
service attack, a malicious website, the use of social engineering and other means to affect the confidentiality, integrity and
availability of our technology systems and data. Cyber- attacks 26eeutd-28could also include supply chain attacks, which could
cause a delay in the manufacturing of our products. In addition, we provide confidential and proprietary information to our third-
party business partners in certain cases where doing so is necessary to conduct our business. While we obtain assurances from
those parties that they have systems and processes in place to protect such data, and where applicable, that they will take steps to
assure the protections of such data by third parties, those partners may also be subject to data intrusion or otherwise compromise
the protection of such data. Any compromise of the confidential data of our customers, consumers, suppliers, partners,
employees or ourselves, or failure to prevent or mitigate the loss of or damage to this data through breach of our information
technology systems or other means could substantially disrupt our operations, harm our customers, consumers, employees and
other business partners, damage our reputation, violate applicable laws and regulations, subject us to potentially significant costs
and liabilities and result in a loss of business that could be material. Fhe-Risks Related to Matters Outside our Control That
May Impact Our BusinessThe global coronavirus outbreak or other similar outbreaks of communicable infections, diseases, or
public health pandemics in the markets in which we and our employees, consumers, customers, partners, licensees, suppliers and
manufacturers operate, could substantially harm our business. The global outbreak of the coronavirus which continues to
adversely impact global populations, and any other variants or outbreaks of communicable infections, diseases or other adverse
public health conditions in markets in which we, our employees, consumers, customers, partners, licensees, licensors, suppliers
and manufacturers operate, could have a significant negative impact on our business, revenues and profitability. The occurrence
of these types of events can result, and in the case of the coronavirus has resulted in, disruptions and damage to our business,
caused by a number of factors: e difficulties in shipping and distributing products due to ongoing port capacity, and labor,
shipping container and truck transportation shortages, resulting in higher costs for both ocean and air freight and delays in the
availability of products, which can result in delayed sales and in some cases result in lost sales. ® disruptions in supply of
products, due to closures or reductions in operations at third- party manufacturing facilities across several geographies including,
but not limited to, China, Vietnam, and the United States +. ® adverse sales impact due to changes in consumer purchasing
behavior and availability of products to consumers, resulting from retail store closures, limited reopening of retail stores and
limitations on the capacity of ecommerce channels to supply additional products +. @ fluctuations in our performance based on
the progress of different countries in controlling the coronavirus and the maturity of e- commerce platforms in those markets +.
e limited production of live —action scripted and unscripted entertainment content due to the hard stop and soft reopening of
production studios +. @ delays or postponements of entertainment productions and releases of entertainment content both
internally and by our partners +. ® increases in entertainment production costs due to measures required to minimize COVID- 19
risks; and e challenges of working remotely. We have reopened our offices, providing employees with flexibility in their return
to the office by working partially in the office and partially remote. We have taken measures to safely bring additional workers
back to the office, including a return to fully remote work when variants emerge which increase infection rates significantly in
areas where we do business. The transition back from fully remote work to partial remote and partial in person may be difficult
for some employees. We are actively soliciting feedback and making modifications to provide our employees with a productive
and safe environment, and plan to continue to monitor employee efficiency, satisfaction, and morale as we continue to transition.
There can be no assurance that employees will not have some disruption in their work due to the transition. Changes in flexible
working arrangements could impact employee retention, employees’ productivity , and morale, strain our technology resources
and introduce operational risks. Additionally, the risk of cyber- attacks or ether-29other privacy or data security incidents may
be heightened as a result of our moving 1ncrea51ngly towards a remote Worklng enVlronment whlch may be less secure and
more susceptlble to hacklng attacks ; alce seat:

our employees, consumers, customers, suppliers and manufacturers operate could negatrvely impact our ability to produce and
ship our products, and lower our revenues, margins and profitability. Various economic conditions in the markets we, our
employees, consumers, customers, suppliers and manufacturers operate, could have a significant negative impact on our
revenues, profitability and business. The occurrence of adverse economic conditions can result in manufacturing and other work
stoppages, slowdowns and delays; shortages or delays in production or shipment of products or raw materials; delays or reduced
purchases from customers and consumers; and other factors that cause increases in costs or delay in revenues. Inflation, such as
what consumers in the U. S. and other economies are experiencing, can cause significant increases in the costs of other products
which are required by consumers, such as gasoline, home heating fuels, or groceries, may reduce household spending on the
discretionary products and entertainment we offer. Weakened economic conditions, higher interest rates, lowered employment
levels or recessions may also significantly reduce consumer purchases of our products and spending on entertainment.
Economic conditions may also be negatively impacted by terrorist attacks, wars and other conflicts, such as the war in Ukraine,
natural disasters, increases in critical commodity prices or labor costs, or the prospect of such events. Such a weakened
economic and business climate, as well as consumer uncertainty created by such a climate, could significantly harm our
revenues and profitability. Our success and profitability not only depend on consumer demand for our products, but also on our
ability to produce and sell those products at costs which allow fer-us to make a profit. Rising fuel and raw material prices, due to
inflation or otherwise, for paperboard and other components such as resin used in plastics or electronic components, increased
transportation and shipping costs, and increased labor costs in the markets in which our products are manufactured all may
increase the costs we incur to produce and transport our products, which in turn may reduce our margins, reduce our



profitability and harm our business. Changes in U. S., global or regional economic conditions could harm our business and
financial performance. Our financial performance is impacted by the level of discretionary consumer spending in the markets in
which we operate. Reductions in stimulus payments provided to consumers, high inflation and rising interest rates on credit
cards could impact discretionary spending. Recessions, credit crises and other economic downturns, or disruptions in credit and
financial markets in the U. S. and in other markets in which we operate can result in lower levels of economic activity, lower
employment levels, less consumer disposable income, and lower consumer confidence. Similarly, reductions in the value of key
assets held by consumers, such as their homes or stock market investments, can lower consumer confidence and consumer
spending power. Any of these factors can reduce the amount which consumers spend on the purchase of our products and
entertainment. This in turn can reduce our revenues and harm our financial performance and profitability | Our quarterly and
annual operating results...... can significantly impact our reported financial performance . Our small global operations mean we
transact business in many different jurisdictions with many different currencies. As a result, if the exchange rate between the U.
S. dollar and a local currency for an international market in which we have significant sales or operations changes, our financial
results as reported in U. S. dollars, may be meaningfully impacted even if our business in the local currency is not significantly
affected. Similarly, our expenses can be significantly impacted, in U. S. dollar terms, by exchange rates, meaning the
profitability of our business in U. S. dollar terms can be negatively impacted by exchange rate movements which we do not
control. Depreciation in key currencies may have a significant negative impact on our revenues and earnings as they are reported
in U. S. dollars. Our indebtedness-quarterly and annual operating results may kmitfluctuate due to seasonality in our
business and union strikes impacting the availability of content. Sales of eash;-eause-us-to-divert-eash-to-fund-debtserviee
payments-or-our make-tt-more-difficult-to-take-eertainrmusic, video movies, video games and other entertainment products
are seasonal, actions—We-operate-the-business-with an asset—are-seasonalbwith-an-increase of retail sales occurring during the
period from September through December for the holiday season.This seasonality for our consumer products business has
increased over time,as retailers become more and more efficient in their control of inventory levels through quick response or
just in time inventory management techniques,including the use of automated inventory replenishment
programs.Further,ecommerce continues to grow significantly and accounts for a higher portion of the ultimate sales of our
products to consumers.Ecommerce retailers tend to hold less inventory and take inventory closer to the time of sale to consumers
than traditional retailers.As a result,customers are timing their orders so that they are being filed-fulfilled by suppliers,such as
us,closer to the time of purchase by consumers. While these techniques reduce a retailer’ s investment in inventory,they increase
pressure on suppliers like us to fill orders promptiy-30promptly and thereby shift a significant portion of inventory risk and
carrying costs to the supplier.This can also result in our losing significant revenues and earnings if our supply chain is unable to
supply product to our customers when they want it. The level of inventory carried by retailers may also reduce or delay retail
sales resulting in lower revenues for us.If we or our customers determine that one of our products is more popular at retail than
was originally anticipated,we may not have sufficient time to procure and ship enough additional products to fully meet
consumer demand.Additionally,the logistics of supplying more product within shorter time periods increases the risk that we
will fail to achieve tight and compressed shipping schedules,which also may reduce our sales and harm our financial
performance. Fheseriskshave-been-Our entertainment business is also subject to seasonal variations based Jine-on the
timing of ereditto-fund-music, television, film, gaming content releases. Release dates are determined by several factors,
including the timing of holiday periods, geographical release dates and competition in the market. Additionally, the SAG
AFTRA strike has created a lack of content for CDs, DVDs and other entertainment sectors. This could negatively effect
our business. ThlS seasonal pattern of our business requires significant use of working capital , mainly to suppert-eur

d-6 Ory1 purchase inventory during the months prior to the holiday season and
requires accurate forecastlng of demand for products during the holiday season in order to avoid losing potential sales of
popular products or producing excess inventory of products that are less popular with consumers . Our debt-serviee
obligations-undersueh-indebtedness-failure to accurately predict and respond to consumer demand, resulting in
underproducing popular items and / or overproducing less popular items, eotld-would have-a-material-adverseeffeeton
reduce our total sales and harm our results of operatlons and—ﬁnanetal—eeﬁdrt-teﬁ— As Inparttentar-our-indebtedness-eould:e




Would be ﬂﬁable—slgnlﬁcantly and adversely affected in a manner dlsproportlonate to aeeess—fuﬁdrng—tn&der—the 1mpact on a
company with sales spread more evenly throughout the year, by unforeseen events such as a natural disaster, a terrorist
attack economic shockeuﬁ or pandemlc that harms the retail environment existing-ereditfactlitiesandtt-mightnotbe

oW - or eapital-needs-consumer buying patterns
durlng our key selllng season . or by events such as strlkes or port delays or other supply chaln challenges that 1nterfere

fe—ﬂuetuate—rn—ﬂ&e—f&tafe—\l&ﬂa&em—m—ﬂ&ese» the Far East faete%—eet&d—m&kﬁdﬁﬁet&&fe&us—te—se&debt—seeuﬂaes—ef

to Taxes and Government Related MattersWe feﬁnﬁnee-debt—en—favefab-le—tem&s—er—at—&H-
We-face additional tax liabilities and collection obligations. Changes in, or differing interpretations of, income tax laws and
rules, and changes in our geographic operating results, may impact our effective tax rate. We are subject to a variety of taxes and
tax collection obligations in the U. S. (federal and state) and numerous foreign jurisdictions. We may recognize additional tax
expense and be subject to additional tax liabilities, including other liabilities for tax collection obligations due to changes in
laws, regulations, administrative practices, principles, and interpretations related to tax, including changes to the global tax
framework, competition, and other laws and accounting rules in various jurisdictions. Such changes could come about as a result
of economic, political, and other conditions. An-Proposals to reform U. S. and foreign tax laws could significantly impact
how U. S. multinational corporations are taxed on global earnings and could increase the U. S. corporate tax rate. For
example, the Organization for Economic Co- operation and Development (OECD) and the G20 Inclusive Framework on
Base Erosion and Profit Shifting (the “ Inclusive Framework ”) has put forth two proposals — Pillar One and Pillar Two
— that revise the existing profit allocation and nexus rules and ensure a minimal level of taxation, respectively. On
December 12, 2022, the European Union member states agreed to implement the Inclusive Framework' s global
corporate minimum tax rate of 15 %. Other countries are also actively considering changes to their tax laws to adopt
certain parts of the Inclusive Framework' s proposals. Although we cannot predict whether or in what form these
proposals will be enacted into law, these changes, if enacted into law, would not have a material impact on our effective
tax rate, income tax expense and cash flows. On August 16, 2022, President Biden signed into law the Inflation
Reduction Act of 2022, which contained certain tax measures, including, among other items, a corporate alternative
minimum tax of 15 % on some large corporations and an excise tax of 1 % on certain corporate stock buy- backs.
Moreover, an increasing number of jurisdictions are considering or have adopted laws or administrative practices that impose
new tax measures, including revenue- based taxes, targeting online commerce and the remote selling of goods and services.
These include new obligations to collect sales, consumption, value added, or other taxes on online marketplaces and remote
sellers, or other requirements that may result in liability for third party obligations. For example, non- U. S. jurisdictions have
proposed or enacted taxes on online marketplace service revenues. Proliferation of these or similar unilateral tax measures may
continue unless broader international tax reform is implemented. Our results of operations and cash flows could be adversely
affected by additional taxes imposed on us prospectively or retroactively or additional taxes or penalties resulting from the
failure to comply with any collection obligations or failure to provide information about our customers, suppliers, and other
third parties for tax reporting purposes to various government agenetes-31agencies . In some cases, we also may not have
sufficient notice to enable us to build systems and adopt processes to properly comply with new reporting or collection
obligations by the effective date. 36We-We are subject to income taxes in the United States and in United Kingdom tax
jurisdictions. We also conduct business activities between our operating units, and we are subject to transfer pricing rules in the
United Kingdom in which we operate. There is some degree of uncertainty and subjectivity in complying with transfer pricing
rules. Our effective tax rate could be impacted by changes in, or the interpretation of, tax laws, such as those being considered
by the current United States administration and other jurisdictions in which we do business, or by changes in the amount of
revenue and earnings we derive, or are determined to derive by tax authorities, from jurisdictions with differing tax rates. In
addition, we have been and may be subject to tax examinations by federal, state, and international jurisdictions, and these
examinations can result in significant tax findings if the tax authorities interpret the application of laws and rules differently than
we do or disagree with the intercompany rates we are applying. We assess the likelihood of outcomes resulting from tax
uncertainties. While we believe our estimates are reasonable, the ultimate outcome of these uncertain tax benefits, or results of
possible current or future tax examinations, may differ from our estimates and may have a significant adverse impact on our
business and operating results. We are subject to various government regulations, violation of which could subject us to
sanctions or otherwise harm our business. In addition, we could be the subject of future product liability suits or merchandise
recalls, which could harm our business. We are subject to significant government regulations, including, in the U. S., under The
Consumer Products Safety Act, The Federal Hazardous Substances Act, and The Flammable Fabrics Act, as well as under



product safety and consumer protection statutes in our international markets. In addition, certain of our products are subject to
regulation by the Food and Drug Administration or similar international authorities. Advertising to children is subject to
regulation by the Federal Trade Commission, the Federal Communications Commission, and a host of other agencies globally,
and the collection of information from children under the age of 13 is subject to the provisions of the Children’ s Online Privacy
Protection Act and other privacy laws around the world. The collection of personally identifiable information from anyone,
including adults, is under increasing regulation in many markets, such as the General Data Protection Regulation adopted by the
European Union, and data protection laws in the United States and in a number of other counties. While we take all the steps,
we believe are necessary to comply with these acts and regulations, we cannot assure you that we will be in compliance and, if
we fail to comply with these requirements or other regulations enacted in the future, we could be subject to fines, liabilities or
sanctions which could have a significant negative impact on our business, financial condition and results of operations. We may
also be subject to involuntary product recalls or may voluntarily conduct a product recall. While costs associated with product
recalls have generally not been material to our business, the costs associated with future product recalls individually or in e
aggregate in any given fiscal year could be significant. In addition, any product recall, regardless of direct costs of the recall,
may harm the reputation of our products and have a negative impact on our future revenues and results of operations. As a
multinational corporation, we are subject to a host of governmental regulations throughout the world, including antitrust,
employment, customs and tax requirements, anti- boycott regulations, environmental regulations, and the Foreign Corrupt
Practices Act. Complying with these regulations imposes costs on us which can reduce our profitability and our failure to
successfully comply with any such legal requirements could subject us to monetary liabilities and other sanctions that could
further harm our business and financial condition. We-Risks Related to LitigationWe may face increased costs in achieving our
sustainability goals and any failure to achieve our goals could result in reputational damage. We view sustainability challenges
as opportunities to innovate and continuously improve our product design and operational efficiencies. We also believe the long-
term viability and health of our own operations and our supply chain, and the significant potential for environmental
improvements, are critical to our business success. We have set key goals and objectives in this area as described in our “Hem
+-Business-business section of this Form 10- K . 2-\We devote significant resources and expenditures— expenditure to help
achieve these goals. It is possible that we will incur significant expense in trying to achieve these goals with no assurance that
we will be successful. Additionally, our reputation could be damaged if we fail t6-32to achieve our sustainability goals, or if we
or others in our industry do not act, or are perceived not to act, responsibly with respect to the production and packaging of our
products. 3+6u+--- Qur entertainment business involves risks of liability claims for media content, which could adversely affect
our business, results of operations and financial condition. As a distributor of media content, we may face potential liability for
defamation, invasion of privacy, negligence, copyright or trademark infringement, and other claims based on the nature and
content of the materials distributed. These types of claims have been brought, sometimes successfully, against producers and
distributors of media content. Any imposition of liability that is not covered by insurance or is in excess of insurance coverage
could have a material adverse effect on our business, results of operation and financial condition. We are involved in litigation,
arbitration or regulatory matters where the outcome is uncertain , and which could entail significant expense. As a larger
multinational corporation, we are subject to regulatory investigations, risks related to internal controls, litigation and arbitration
disputes, including potential liability from personal injury or property damage claims by the users of products that have been or
may be developed by us, claims by third parties that our products infringe upon or misuse such third parties’ property or rights,
or claims by former employees for employment related matters. Because the outcome of litigation, arbitration and regulatory
investigations is inherently difficult to predict, it is possible that the outcome of any of these matters could entail significant cost
for us and harm our business. The fact that we operate in a significant number of international markets also increases the risk
that we may face legal and regulatory exposures as we attempt to comply with a large number of varying legal and regulatory
requirements. Any successful claim against us could significantly harm our business, financial condition and results of
operations. In particular, on March 31, 2023, a class action complaint, titled Matthew McKnight v. Alliance
Entertainment Holding Corp. f/ k / a Adara Acquisition Corp., Adara Sponsor LLC, Thomas Finke, Paul G. Porter,
Beatriz Acevedo- Greiff, W. Tom Donaldson III, Dylan Glenn, and Frank Quintero, was filed in the Delaware Court of
Chancery against our pre- Business Combination board of directors and executive officers and the Sponsor, alleging
breaches of fiduciary duties by purportedly failing to disclose certain information in connection with the Business
Combination and by approving the Business Combination. We intend to vigorously defend the lawsuit. There can be no
assurance, however, that we will be successful. Risks Related to Accounting MattersAlliance has identified material
weaknesses in its internal controls over financial reporting. If remediation of such material weaknesses is not effective,
or if we fail to develop and maintain proper and effective internal controls over financial reporting, Alliance’ s ability to
produce timely and accurate financial statements, comply with applicable laws and regulations, or access the capital
markets could be impaired. Alliance has identified a-material weakness-weaknesses in its internal controls over financial
reporting. If we fail to develop and maintain proper and effective internal controls over financial reporting, Alliance’ s
ability to produce timely and accurate financial statements, comply with applicable laws and regulations, et or access
the capital markets could be impaired. As a public company, Alliance is actively evaluating its internal control over
financial reporting in due-te-a nofr-manner that meets the standards of pubhcly traded companles requlred by Sectlon 404

a-ffeet—mvestef—ee&ﬁéeﬁee—aﬂd—busmess—epef&&eﬁs— A materlal Weakneqs is deflned asa deﬁc1ency, or a—comblnamon of

deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a material misstatement of
our annual or interim financial statements will not be prevented or detected on a timely basis. We-identifted-a-Alliance is



ultimately responsible for establishing and maintaining adequate internal control over our financial reporting, as
defined in Rule 13a- 15 (f) under the Securities Exchange Act of 1934. As disclosed in Item 9A, “ Controls and
Procedures, i management noted several material wea-la&ess—weaknesses in our mterndl conttol over financial 1e|>01t1no

{-n—ade&t-teﬂ—Refer to “ Item 9A Control and Procedures ” for a detailed discussion regarding

ineluded-n-this-anntal-report-
the material weaknesses identified , as well as management’ further-deseribed-inNote+7to-the-Company's eondensed
eonsehidated-finanetal-statements; remediation plans. 33We are actively engaged in developing a remediation plan designed

to address t-he—these Gempany—determmed—materlal weaknesses, however, we cannot guarantee that ft—rneeﬁeeﬂry—e}assrﬁed

be—m—eeﬂ‘rp-l-r&ﬂee—have these or other materlal weaknesses in the future. If A—f&r}ufe—te—mamtam—eemphaﬁee—a-}eﬁg—vvtﬂa—o

-}eﬂdeﬁtet—agreemg—remedlal measures are 1nsufﬁc1ent to address a—w&rver—fer—the nen—eomplianee-would-eause-the
ngstob ave-a-material eaknesses, adverseeffeetonus

a-nd—eu-r 0r1fadd1t10nal" o-contin ‘:'-3a-='e ------------------ d at-this-material weakness
weaknesses in our disclosure controls and internal control over tmanudl reporting is-éte-te-are discovered or occur in the

future, our financial statements may contain material misstatements fact-that-Alianee-is-aprivate-company-with-mtted

feseurees—and did-we could be required to restate our ﬁnanclal results. If we 1dent1fy any new materlal weaknesses in the

of our accounts or disclosures that could result in a material misstatement of our annual or interim financial statements. ln such
case, we may be unable to maintain compliance with securities law requirements regarding timely filing of periodic reports in
addition to applicable stock exchange listing requirements , investors may lose confidence in the-aeeuracy-and-eompleteness
efour financial reporting ;-and our stock price may decline as a result and+t-eoutd-. We cannot assure you that the measures
we have taken to date, or any measures we may take in the future, w1ll be subjeet—sufﬁment to avoid potential future

a ORSo onsb . Prior to the Business Combination,
Adara had accounted for its outstdndnm Wa-rr&ﬁts—Warrants as a warrant llabllltv and following the Business Combination,
Alliance is now required to determine the value warrant liability for the Private Warrants quarterly, which could have a

nmtertal 1mpaet on Allmnee S tmanudl pOSlthH and operatnm results. Includedeﬁ—Aer—l%—}G%l—the%eﬁng—Bﬁeetefeﬂ-he

fesu-l-t—t-ﬂel-uded-erh%d&ra— s balance sheet as ot Beeeﬁaber—}l—June 30, %92—1—2023 Contamed elsewhere in thls anntal-report
Form 10- K are derivative liabilities related to embedded features contained within eur-the warrants-Warrants . Accounting
Standards Codification 815, Derivatives and Hedging (“ ASC 815 ) provides for the remeasurement of the fair value of such
derivatives at each balance sheet date, with a resulting non- cash gain or loss related to the change in the fair value being
recognized in earnings in the statements of operations. As a result of the recurring fair value measurement, our financial
statements and results of operations may fluctuate quarterly based on factors which are outside of our control. Due to the
recurring fair value measurement, we expect that we will recognize non- cash gains or losses on our warrants each reporting
period and that the amount of such gains or losses could be material. Following the Business Combination, although Alliance
has determined that the Public Warrants are treated as equity, Alliance is required to continue to recognize the changes in
the fair value of the Private warrants-Warrants from the prior period, if any, in its operating results for the current period,
which could have a material impact on Alliance’ s financial position and operating results. We will incur signifieant



significantly increased expenses and administrative burdens as a public company, which could negatively impact our business,
financial condition, and results of operations. As a public company, we s#H-face increased legal, accounting, administrative and
other costs, and expenses as a public company that we did not incur as a private company. The Sarbanes- Oxley Act, including
the requirements of Section 404, as well as rules and regulations subsequently implemented by the SEC, the Dodd- Frank Wall
Street Reform and Consumer Protection Act of 2010 and the rules and regulations promulgated and to be promulgated
thereunder, the PCAOB and the securities exchanges, impose additional reporting and other obligations on public companies.
Compliance with public company requirements swit-have tnerease-increased costs and make-made certain activities more time-
consuming. A number of those requirements s#H-require Alliance to carry out activities Alliance has-had not done previously.
For example, Alliance wilt-ereate-created new board committees and has adept-adopted new internal controls and disclosure
controls and procedures. In addition, expenses associated with SEC reporting requirements #ibe-have been incurred.
Furthermore, #any-issues in complying with those requirements are-have been identified {fer-, and Alliance has incurred
additional costs in connection with remediation of such compliance issues. As an example, management has fthe-auditors
identify-identified a-material weakness-weaknesses in or-our signifieant-defteteneyinrthe-internal control over financial
reporting 3. There may be additional material weaknesses , or a significant deficiency in the future. Alliance could incur
additional costs rectifying those issues, and the existence of those issues could adversely affect Alliance’ s reputation or investor
perceptions of it. It may also be more expensive to obtain director and officer liability insurance. Risks associated with Alliance’
s status as a public company may make it more difficult to attract and retain qualified persens-people to serve on Alliance’ s
board of directors or as executive officers. The additional reporting and other obligations imposed by these rules and regulations
svi-have inerease-increased legal and financial compliance costs and the costs of related legal, accounting, and administrative
activities , and may continue to do so . These increased costs witrequire Alliance to divert a significant amount of meney
funds that could otherwise be used to expand the business and achieve strategic objectives. Advocacy efforts by stockholders
and third parties may also prompt additional changes in governance and reporting requirements, which could further increase
these related costs. 33AdHtanee-34Alliance ’ s failure to timely and effectively implement controls and procedures required by
Section 404 (a) of the Sarbanes- Oxley Act could negatively impact its business. For the current fiscal year, Alliance
Entertainment has opted is-eurrently notsubjeet-to take advantage of staff guidance to omit management' s certification
and the auditor' s report required by Scction 404 of the Sarbanes- Oxley Act. However, spetrit is important to note that, if
Alliance does ne-not tenger-qualifying—-- qualify as a * smalterreperting-non- accelerated filer ” or an “ emerging growth
company, ~ Alliance will be required to provide “s-attestation on internal controls. The standards required for a public company
under Section 404 (a) of the Sarbanes- Oxley Act are significantly more stringent than those required of Alliance as a privately
held company. We may not be able to effectively and timely implement controls and procedures that adequately respond to the
increased regulatory compliance and reporting requirements applicable to us after the Business Combination. If Alliance is not
able to implement the additional requirements of Section 404 (a) in a timely manner or with adequate compliance, it may not be
able to assess whether its internal controls over financial reporting are effective, which may subject it to adverse regulatory
consequences and could harm investor confidence and the market price of its securities. Since Alliance currently qualifies as an
“ emerging growth company “anda“® qmaller reportrng company ” Wrthrn the meanrng of the Securrtle@ Act and-takes

aekv : § § e ptes-, it could make Alliance’
s securities less attractive to investors and may make it more drfﬁcult to compare Alhance s performance to the performance of
other public companies. Alliance qualifies as an “ emerging growth company ” and a “ smaller reporting company ” as
defined in Rule 405 promulgated under Seetion2-(a)y-(+9y-efthe Securities Act ;-as-medified-by-and Rulel2b- 2 promulgated
under the 30BS-Exchange Act+. As such, Alliance will be eligible for and 1ntend% to take advantage of certarn exemptron%
from Varrous reportrng requrrements apphcable to other pubhc Companrei hat-are sing-growtheo &S

respect to internal control over ﬁnancral reportrng under Section 404 (b) of the Sarbanes- Oxley Act (b) the exemptrons from
say- on- pay, say- on- frequency and say- on- golden parachute voting requirements and (c¢) reduced disclosure obligations
regarding executive compensation in its periodic reports and proxy statements. Alliance erl remarn an emergrng growth
company wntit-through the eafl-rest—ﬁlmg of thls Form 10 : y he-fiseal-year-tn-whie

g

total annual gro%% revenue of in excess of $ 1 235 brlhon er—rnofe—durrng sueh
ﬁ%cal year ended June 30 2023 (as 1ndexed for 1nﬂat10n) 5 A-wh eH1 b

provrdeq that an emerging growth company can take advantage of the exemptron from complying with new or revrqed
accounting standards provided in Section 7 (a) (2) (B) of the Securities Act as long as Alliance is an emerging growth company.
An emerging growth company can therefore delay the adoption of certain accounting standards until those standards would
otherwise apply to private companies , which Alliance will not be able to do for its next fiscal year . Even after Alliance no
longer qualifies as an emerging growth company, it may still qualify as a “ smaller reporting company ” or “ non- accelerated
filer , ” which would allow it to continue to take advantage of many of the same exemptions from disclosure requirements,
including not being required to comply with the auditor attestation requirements, Section 404 of the Sarbanes- Oxley Act and
reduced disclosure obligations regarding executive compensation in its periodic reports and proxy statements. Moreover, smaller
reporting companies may choose to present only the two most recent fiscal years of audited financial statements in their Annual
Reports on Form 10- K. Alliance dees-did not expeette-continue to qualify as an emerging growth company feHewing-after its
June 30, 2023 , fiscal year end as its revenues had exceeded $ 1. 235 billion. Furthermore, since Alliance' s public float had
exceeded $ 75 million as of December 31, 2022, and it had revenues greater than $ 100 million, Alliance became an
accelerated filer as of June 30, 2023, but continued to qualify as a smaller reporting company until its public float as of



the end of its second fiscal quarter exceeded $ 250 million, regardless of the level of its revenues . [nvestors may find the
Class A common stock less attractive because Alliance will rely on these exemptions, which may result in a less active trading

market for our Class A common stock and its prrce may be more Volatlle Rlsks Related AH-}aﬂee—s—rﬁaﬂageme&t—h‘as—hmﬁed

laws Thelr hmrted experlence in deahng ...... operatmg costs in future perrods 34The warrant agreernent designates the courts of
the State of New York or the United States District Court for the Southern District of New York as the sole and exclusive forum
for certain types of actions and proceedings that may be initiated by holders of the watrrants-Warrants , which could limit the
ability of warrant holders to obtain a favorable judicial forum for disputes with Alliance. The warrant agreement provides that,
subject to applicable law, (i) any action, proceeding or claim against us arising out of or relating in any way to the warrant
agreement, including under the Securities Act, will be brought and enforced in the courts of the State of New York or the United
States District Court for the Southern District of New York, and (ii) that we irrevocably submit to sueh-35such jurisdiction,
which jurisdiction shall be the exclusive forum for any such action, proceeding or claim. Alliance will waive any objection to
such exclusive jurisdiction and that such courts represent an inconvenient forum. Notwithstanding the foregoing, these
provisions of the warrant agreement do not apply to suits brought to enforce any liability or duty created by the Exchange Act or
any other claim for which the federal district courts of the United States of America are the sole and exclusive forum. Any
person or entity purchasing or otherwise acquiring any interest in any of the watrants-Warrants shall be deemed to have notice
of'and to have consented to the forum provisions in the warrant agreement. If any action, the subject matter of which is within
the scope the forum provisions of the warrant agreement, is filed in a court other than a court of the State of New York or the
United States District Court for the Southern District of New York (a “ foreign action ™) in the name of any holder of the
syarrarts-Warrants , such holder shall be deemed to have consented to: (x) the personal jurisdiction of the state and federal
courts located in the State of New York in connection with any action brought in any such court to enforce the forum provisions
(an *“ enforcement action ™), and (y) having service of process made upon such warrant holder in any such enforcement action by
service upon such warrant holder’ s counsel in the foreign action as agent for such warrant holder. This choice —of —forum
provision may limit a warrant holder’ s ability to bring a claim in a judicial forum that it finds favorable for disputes with our
company, which may discourage such lawsuits. Alternatively, if a court were to find this provision of our warrant agreement
inapplicable or unenforceable with respect to one or more of the specified types of actions or proceedings, Alliance may incur
additional costs associated with resolving such matters in other jurisdictions, which could materially and adversely affect our
business, financial condition and results of operations and result in a diversion of the time and resources of our management and
board of directors. Alliance may redeem unexpired warrants-Warrants prior to their exercise at a time that is disadvantageous to
a warrant-Warrant holder, thereby making the watrrants-Warrants worthless. Alliance has the ability to redeem outstanding
vrarrants-Warrants at any time after they become exercisable and prior to their expiration, at a price of $ 0. 01 per warrant,
provided that the last reported sales price of the Class A common stock equals or exceeds $ 18. 00 per share (as adjusted for
stock splits, stock dividends, reorganizations, recapitalizations and the like) for any 20 trading days within a 30 trading- day
period commencing once the warrants become exercisable and ending on the third trading day prior to the date on which
Alliance gives proper notice of such redemption and provided certain other conditions are met. If and when the wwarrants
Warrants become redeemable, Alliance may not exercise our redemption right if the issuance of shares of common stock upon
exercise of the swarrants-Warrants is not exempt from registration or qualification under applicable state blue sky laws or it is
unable to effeet-affect such registration or qualification. Alliance will use its best efforts to register or qualify such shares of
Class A common stock under the blue- sky laws of the state of residence in those states in which the warrants-Warrants were
offered in the IPO , if necessary . Redemption of the outstanding warrants could force holders (i) to exercise your-the warrants
Warrants and pay the exercise price therefor at a time when it may be disadvantageous for yew-a helder to do so, (ii) to sell
yyarrants-Warrants at the then- current market price when the holder might otherwise wish to hold swarrants-Warrants or (iii) to
accept the nominal redemption price which, at the time the outstanding swarrants-Warrants are called for redemption, is likely
to be substantially less than the market value of the svarrants-Warrants . None of the private-Private svarrants-Warrants are
wiltberedeemable by Alliance so long as they are held by the Sponsor or its permitted transferees. If warrant-Warrant holders
exercise pubtie-Public warrants-Warrants on a “ cashless basis, ” they will receive fewer shares of Alliance common stock
from such exercise than if you were to exercise such warrants for cash. There are circumstances in which the exercise of the
publie-Public warrants-Warrants may be required or permitted to be made on a cashless basis. First, if a registration statement
covering the shares of Class A common stock issuable upon exercise of the watrrants-Warrants is not effective by a specified
date ApriH5-2623-, warrant holders may, until such time as there is an effective registration statement, exercise warrants on a
cashless basis in accordance with Section 3 (a) (9) of the Securities Act or another exemption. Second, if a registration statement
covering the Class A common stock issuable upon exercise of the warrants is not effective within a specified period following
the consummation of 35the—- the Business Combination, warrant holders may, until such time as there is an effective
registration statement and during any period when Alliance shall have failed to maintain an effective registration statement,
exercise warranrts-Warrants on a cashless basis pursuant to the exemption provided by Section 3 (a) (9) of the Securities Act,
provided that such exemption is available; if that exemption, or another exemption, is not available, holders will not be able to
exercise their warrants-Warrants on a cashless basis. Fhird-36Third , if Alliance calls the pablie-Public warrants-Warrants for
redemption, Alliance’ s management will have the option to require all holders that wish to exercise warranrts-Warrants to do so
on a cashless basis. In the event of an exercise on a cashless basis, a holder would pay the warrant-Warrant exercise price by
surrendering the warrants-Warrants for that number of shares of Class A common stock equal to the quotient obtained by
dividing (x) the product of the number of shares of Class A common stock underlying the watrants-Warrants , multiplied by



the difference between the exercise price of the warrants-Warrants and the “ fair market value ” (as defined in the next
sentence) by (y) the fair market value. The * fair market value ” for this purpose shall mean the average reported last sale price
of the Class A common stock for the ten trading days ending on the third trading day prior to the date on which the notice of
exercise is received by the warrant agent or on which the notice of redemption is sent to the holders of warrants-Warrants , as
applicable. As a result, you would receive fewer shares of Class A common stock from such exercise than if you were to
exercise such warrants for cash. RisksRelated-The receipt of cash proceeds from the exercise of our Warrants is dependent
upon the market price exceeding the $ 11. 50 exercise price and the Warrants being exercised for cash. The receipt of
cash proceeds from the exercise of our Warrants is dependent upon the market price exceeding the $ 11. 50 exercise
price and the Warrants being exercised for cash. The $ 11. 50 exercise price per share of the Warrants is considerably
higher than the $ 1. 32 closing sale price of the Class A common stock on October 17, 2023. If the price of our Class A
Common Stock remains below the respective Warrant exercise prices per share, we believe warrant holders will be
unlikely to Our-SeeuritiesConeentration-cash exercise their Warrants, resulting in little or no cash proceeds to us. In
addition, we may lower the exercise price of the Warrants in accordance with the Warrant Agreement to induce the
holders to exercise such warrants. We may effect such a reduction in exercise price without the consent of such warrant
holders and such reduction would decrease the maximum amount of cash proceeds we would receive upon the exercise in
full of the Warrants for cash. Further, the holders of the Private Warrants and the Underwriter Warrants may exercise
such Warrants on a cashless basis at any time and the holders of the Public Warrants may exercise such Warrants on a
cashless basis at any time a registration statement is not effective, and a prospectus is not currently available for the
issuance of shares of Class A common stock upon such exercise. Accordingly, we would not receive any proceeds from a
cashless exercise of Warrants. Concentration of ownership among Alliance’ s executive officers, directors and their affiliates
may prevent new investors from influencing significant corporate decisions. As of Mareh29;2023-the date of this Form 10- K
, the executive officers and directors and their affiliates collectively beneficially owned, directly, or indirectly, excluding €tass
E-eommen-stoel-the Contingent Consideration Shares . approximately 97 . 9 % of the outstanding Class A common stock. As
a result, these stockholders are able to exercise a significant level of control over all matters requiring stockholder approval,
including the election of directors, appointment and removal of officers, any amendment of our Certificate of Incorporation and
approval of mergers and other business combination transactions requiring stockholder approval, including proposed
transactions that would result in Alliance’ s stockholders receiving a premium price for their shares and other significant
corporate transactions. This control could have the effect of delaying or preventing a change of control or changes in and will
make the approval of certain transactions difficult or impossible without the support of these stockholders. An active trading
market may not develop for our securities , and you may not be able to sell your Class A common stock at or above the
price per share for which you purchased it . Our Class A common stock #s-was quoted on the OTC Pink Open Market —We
have-apptted-until September 2023, when we started to Hst-eur-trade on the Nasdaq Capital Market as of June 30, 2023.
Our shares of Class A common stock are thinly traded en-theNasdag-Capital-Market—Hewever-, and we cannot predict when
the-there extentto-whichinvestor-interestin-oureompany-will be lead-te-the-developmentofan active trading market in our

Class A common stock or how liquid that market might become. If such a market does not develop or is not sustained, it may be
difficult for you to sell your shares of Class A common stock at the time you wish to sell them, at a price that is attractive to
you, or at all. The trading market for our Class A common stock in the future could be subject to wide fluctuations in response to
several factors, including, but not limited to: @ actual or anticipated variations in our results of operations +. ® our ability or
inability to generate revenues or profit +. 37 @ the number of shares in our public float +3 and e increased competition.
Furthermore, our stock price may be impacted by factors that are unrelated or disproportionate to our operating performance.
These market fluctuations, as well as general economic, political and market conditions, such as recessions, interest rates or
international currency fluctuations may adversely affect the market price of our Class A common stock. We have Addittonaty;
meﬂﬂg—fewafd—we—&rmﬁpafe—haﬂﬂg—a limited number of shares in our public float, and as a result, there could be extreme
fluctuations in the price of our Class A common stock. 36W-e-We might not be able to ebtaier-maintain the listing of our Class
A common stock on the Nasdaq Capital Market. Our We-have-apphed-to-tistour-Class A common stock and warrants are
listed on the Nasdaq Capital Market. However, there can be no assurance that we will be able to ebtai-er-maintain the listing
standards of that exchange, which includes requirements that we maintain our stockholders’ equity, total value of shares held by
unaffiliated stockholders, and market capitalization above certain specified levels. If we fail to maintain eenformte-the Nasdaq
listing requirements on an ongoing basis, our Class A common stock might cease to trade on the Nasdaq Capital Market, and
may move to the OTCQX, OTCQB or OTC Pink Open Market operated by OTC Markets Group, Inc. These quotation services
are generally considered to be less efficient, and to provide less liquidity, than the Nasdaq Capital Market. If securities or
industry analysts do not publish or cease publishing research or reports about Alliance, its business, or its market, or if they
change their recommendations regarding Alliance’ s securities adversely, the price and trading volume of Alliance’ s securities
could decline. The trading market for Alliance’ s securities is w#H-be-influenced by the research and reports that industry or
securities analysts may publish about Alliance, its business, market or competitors. Securities and industry analysts do not
currently, and may never, publish research on Alliance. If no securities or industry analysts commence coverage of Alliance,
Alliance’ s share price and trading volume would likely be negatively impacted. If any of the analysts who may cover Alliance
change their recommendation regarding Alliance’ s shares of common stock adversely, or provide more favorable relative
recommendations about its competitors, the price of Alliance’ s shares of common stock would likely decline. If any analyst
who may cover Alliance were to cease coverage of Alliance or fail to regularly publish reports on it, Alliance could lose
visibility in the financial markets, which in turn could cause its share price or trading volume to decline. Because we have no
current plans to pay cash dividends on Alliance’ s common stock for the foreseeable future, you may not receive any return on
investment unless you sell Alliance’ s common stock for a price greater than that which you paid for it. Alliance may retain



future earnings, if any, for future operations, expansion and debt repayment and has no current plans to pay any cash dividends
for the foreseeable future. Any decision to declare and pay dividends as a public company in the future will be made at the
discretion of Alliance’ s board of directors and will depend on, among other things, Alliance’ s results of operations, financial
condition, cash requirements, contractual restrictions and other factors that Alliance’ s board of directors may deem relevant. In
addition, Alliance’ s ability to pay dividends may be limited by covenants of any existing and future outstanding indebtedness it
or its subsidiaries incur. As a result, you may not receive any return on an investment in the Class A common stock unless you

sell your shares of common stock for a price greater than that whrch you pald for it. Al-h&ﬂee—mﬂy—ls%e—add-tt—teﬂa-l—shafes—ef

and under Delaware law could make an acqursltron of Alhance which may be beneficial to its stockholders, more difficult and
may prevent attempts by its stockholders to replace or remove Alliance’ s then current management. The Certificate of
Incorporation contains provisions that may delay or prevent an acquisition of Alliance or a change in its management. These
provisions may make it more difficult for stockholders to replace or remove members of #s-the board of directors. Because the
board of directors is responsible for appointing the members of the management team, these provisions could in turn frustrate or
prevent any attempt by #ts-the stockholders to replace or remove #s-current management. In addition, these provisions could
limit the price that investors might be willing to pay in the future for shares of Class A common stock. Among other things,
these provisions include: ® the limitation of the liability of, and the indemnification of; its directors and officers +. 38 e a
prohibition on actions by its stockholders except at an annual or special meeting of stockholders +. ® a prohibition on actions by
its stockholders by written consent; and e the ability of the board of directors to issue preferred stock without stockholder
approval, which could be used to institute a “ poison pill ” that would work to dilute the stock ownership of a potential hostile
acquirer, effectively preventing acquisitions that have not been approved by the board of directors. Moreover, because Alliance
is incorporated in Delaware, it is governed by the provisions of Section 203 of the DGCL, which prohibits a person who owns
15 % or more of its outstanding voting stock from merging or combining with Alliance for a period of three years after the date
of the transaction in which the person acquired 15 % or more of Alliance’ s outstanding voting stock, unless the merger or
combination is approved in a prescribed manner. This could discourage, delay or prevent a third party from acquiring or
merging with Alliance, whether or not it is desired by, or beneficial to, its stockholders. This could also have the effect of
discouraging others from making tender offers for Alliance’ s common stock, including transactions that may be in its
stockholders’ best interests. Finally, these provisions establish advance notice requirements for nominations for election to the
board of directors or for proposing matters that can be acted upon at stockholder meetings. These provisions would apply even
if the offer may be considered beneficial by some stockholders. For more information, see the section titled “ Description of
Securities — Certain Anti- Takeover Provisions of Delaware Law and the Existing Certificate of Incorporation and Bylaws. ”
The Certificate of Incorporation requires, to the fullest extent permitted by law, that derivative actions brought in our name,
actions against our directors, officers, other employees or stockholders for breach of fiduciary duty and certain other actions may
be brought only in the Court of Chancery in the State of Delaware and, if brought outside of Delaware, the stockholder bringing
the suit will, subject to certain exceptions, be deemed to have consented to service of process on such stockholder’ s counsel,
which may have the effect of discouraging lawsuits against our directors, officers, other employees or stockholders. The
Certificate of Incorporation requires, to the fullest extent permitted by law, that derivative actions brought in the name of
Alliance, actions against our directors, officers, other employees or stockholders for breach of a fiduciary duty owed by any
officer, director or other employee of Alliance or Alliance’ s shareholders, any action asserting a claim against Alliance, its
directors, officers or other employees arising pursuant to any provision of the DGCL or the Certificate of Incorporation or By-
laws and certain other actions may be brought only in the Court of Chancery in the State of Delaware and, if brought outside of
Delaware, the stockholder bringing the suit will be deemed to have consented to service of process on such stockholder’ s
counsel except any action (A) as to which the Court of Chancery in the State of Delaware determines that there is an
indispensable party not subject to the jurisdiction of the Court of Chancery (and the indispensable party does not consent to the
personal jurisdiction of the Court of Chancery within ten days following such determination), (B) which is vested in the
exclusive jurisdiction of a court or forum other than the Court of Chancery or (C) for which the Court of Chancery does not have
subject matter jurisdiction. Any person or entity purchasing or otherwise acquiring any interest in shares of our capital stock
shall be deemed to have notice of and consented to the forum provisions in the Certificate of Incorporation. This choice of forum
provision may limit or make more costly a stockholder’ s ability to bring a claim in a judicial forum that it finds favorable for
disputes with us or any of our directors, officers, other employees or stockholders, which may discourage lawsuits with respect
to such claims. Alternatively, if a court were to find the choice of forum provision contained in the Certificate of incorporation to
be inapplicable or unenforceable in an action, we may incur additional costs associated with resolving such action in other
jurisdictions, which could harm Alliance’ s business, operating results and financial condition. The Certificate of Incorporation



provides that the exclusive forum provision will be applicable to the fullest extent permitted by applicable law, subject to certain
exceptions. Section 27 of the Exchange Act creates exclusive federal jurisdiction over all suits 38-brought to enforce any duty
or liability created by the Exchange Act or the rules and regulations thereunder. As a result, the exclusive forum
provision will not apply to suits brought to enforce any duty or liability created by the Exchange Act or any other claim
for which the federal courts have exclusive jurisdiction. In addition, The Certificate of Incorporation provides that,
unless Alliance consents in writing to the selection of an alternative forum, the federal district courts of the United States
of America shall, to the fullest extent permitted by law, be the exclusive forum for the resolution of any complaint
asserting a cause of action arising under the Securities Act, or the rules and regulations promulgated thereunder. There
is, however, the uncertainty as to whether a court would enforce this provision and that investors cannot waive
compliance with the federal securities laws and the rules and regulations thereunder. Section 22 of the Securities Act
creates concurrent jurisdiction for state and federal courts over all suits brought to enforce any duty or liability created
by the Securities Act or the rules and regulations thereunder. 39



