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An investment in our securities involves a high degree of risk. You should carefully consider the risks described below before
making an investment decision. Our business, prospects, financial condition, or operating results could be harmed by any of
these risks, as well as other risks not known to us or that we consider immaterial as of the date of this annual report. The trading
price of our securities could decline due to any of these risks, and, as a result, you may lose all or part of your investment. The
following discussion should be read in conjunction with Airship AI” s financial statements and notes thereto included herein.
You should carefully consider the following risk factors in addition to the other information included in this annual report. Risks
Related to Airship AI’ s Business and Industry The market for Airship AI’ s edge Al services and products is relatively new, and
may decline or experience limited growth, and Airship AI” s business is dependent on its clients’ continuing adoption and use its
services and products. The edge Al market is relatively new and is subject to a number of risks and uncertainties. Airship Al has
developed an edge Al platform system. Through this platform, we deliver our edge Al services to our clients, which include law
enforcement, military, and commercial enterprise organizations. Airship Al believes that our future success will significantly
depend on the growth, if any, of this market and the use of our services and products, including our Nexus real- time analytics
technology. The use of edge Al is still relatively new, and consumers may not recognize the need for or benefits of our services
and products. If consumers do not recognize the need for and benefits of our services and products, then they may decide to
adopt alternative services to satisfy some portion of their business needs. In order to grow our business and extend our market
position, Airship Al intends to focus on educating potential customers about the benefits of our services and products,
expanding the range of Airship AI’ s services and bringing new technologies to market to increase market acceptance and use of
our platform. Airship A’ s ability to expand the market that our services and products address depends upon a number of
factors, including the cost, performance and perceived value associated with our services and products. The market for our
services and products could fail to grow significantly or there could be a reduction in demand for our services and / or products
as a result of a lack of acceptance, technological challenges, competing services, a decrease in spending by current and
prospective customers, weakening economic conditions and other causes. If the edge Al market does not experience significant
growth, or demand for its services and / or products decreases, then our business, financial condition and results of operations
could be adversely affected. If Airship Al does not develop enhancements to its services and introduce new services that achieve
market acceptance, its growth, business, results of operations and financial condition could be adversely affected. Airship A’ s
ability to attract new clients and increase revenue from existing clients depends, in part, on its ability to enhance and improve its
existing services, increase adoption and usage of its services, and introduce new services. The success of any enhancements or
new services depends on several factors, including timely completion, adequate quality testing, actual performance quality,
market accepted pricing levels and overall market acceptance. Enhancements, such as additional technology features, and new
services, such as software licenses and data services, that Airship Al develops may not be introduced in a timely or cost-
effective manner, may contain errors or defects, may have interoperability difficulties with its platform or other services or may
not achieve the broad market acceptance necessary to generate significant revenue. Furthermore, Airship Al s ability to increase
the usage of its services depends, in part, on the development of new uses for its services, which may be outside of its control.
Its ability to generate usage of additional services by its data consumers may also require increasingly sophisticated and more
costly sales efforts and result in a longer sales cycle. If Airship Al is unable to successfully enhance its existing services to meet
evolving data consumer requirements, increase adoption and usage of its services, develop new services, or if its efforts to
increase the usage of its services are more expensive than Airship Al expects, then its business, results of operations and
financial condition would be adversely affected. Adrship-11Airship Al has experienced moderate growth in the past several
years, and if Airship Al fails to effectively manage its growth, then its business, results of operations and financial condition
could be adversely affected. Airship Al has experienced moderate growth in its business since 2016 when Airship Al developed
its edge Al capabilities in video analytics and cyber analytics. For example, Airship Al has also experienced significant growth
in the number of data consumers, usage and amount of data that its platform and associated infrastructure support. This growth
has placed, and may continue to place, significant demands on its corporate culture, operational infrastructure and management.
Any failure to manage Airship AI” s anticipated growth and organizational changes in a manner that preserves the key aspects of
its culture and services could adversely affect Airship AI” s overall chance for future success, including its ability to recruit and
retain personnel, and effectively focus on and pursue its corporate objectives. This, in turn, could adversely affect its business,
financial condition and results of operations. +H#In addition, Airship AI” s ability to manage its operations and future growth
will require Airship Al to continue to improve its operational, financial and management controls, compliance programs with
multiple and changing international laws and regulations and reporting systems. Airship Al is currently in the process of
strengthening its compliance programs, including its compliance programs related to data protection, privacy and cybersecurity
and anti- corruption. Airship Al may not be able to implement improvements in an efficient or timely manner and may discover
deficiencies in existing controls, programs, systems and procedures, which could have an adverse effect on its business,
reputation, results of operations and financial condition. Airship AI’ s sales efforts involve considerable time and expense and
its sales cycle is often long and unpredictable. Airship AI’ s results of operations may fluctuate, in part, because of the intensive
nature of our sales efforts and the length and unpredictability of our sales cycle. As part of our sales efforts, we invest
considerable time and expense evaluating the specific organizational needs of our potential customers and educating these
potential customers about the technical capabilities and value of our platforms and services. We often also provide our platforms



to potential customers at no or low cost initially to them for evaluation purposes through short- term pilot deployments of our
platforms, and there is no guarantee that we will be able to convert customers from these short- term pilot deployments to full
revenue- generating contracts. In addition, we have a growing direct sales force, and our sales efforts have historically depended
on the significant involvement of our senior management team. The length of our sales cycle, from initial demonstration of our
platforms to sale of our platforms and services, tends to be long and varies substantially from customer to customer. Our sales
cycle often lasts six to nine months but can extend to a year or more for some customers. Because decisions to purchase our
platforms involve significant financial commitments, potential customers generally evaluate our platforms at multiple levels
within their organization, each of which often have specific requirements, and typically involve their senior management. Our
results of operations depend on sales to government and commercial enterprise organizations, which make product purchasing
decisions based in part or entirely on factors, or perceived factors, not directly related to the features of the platforms, including,
among others, that customer’ s projections of business growth, uncertainty about macroeconomic conditions (including as a
result of the-engoing-COVID-—9-pandemie,the ongoing Russia- Ukraine war and related economic sanctions, rising inflation
and interest rates, or monetary policy changes), capital budgets, anticipated cost savings from the implementation of our
platforms, potential preference for such customer’ s internally- developed software solutions, perceptions about our business and
platforms, more favorable terms offered by potential competitors, and previous technology investments. In addition, certain
decision makers and other stakeholders within our potential customers tend to have vested interests in the continued use of
internally developed or existing software, which may make it more difficult for us to sell our platforms and services. As a result
of these and other factors, our sales efforts typically require an extensive effort throughout a customer’ s organization, a
significant investment of human resources, expense and time, including by our senior management, and there can be no
assurances that we will be successful in making a sale to a potential customer. If our sales efforts to a potential customer do not
result in sufficient revenue to justify our investments, including in our growing direct sales force, our business, financial
condition, and results of operations could be adversely affected. Histerieally-12Historically , existing customers have expanded
their relationships with Airship Al, which has resulted in a limited number of customers accounting for a substantial portion of
its revenue. If existing customers do not make subsequent purchases from Airship Al or renew their contracts with Airship Al,
or if its relationships with its largest customers are impaired or terminated, Airship AI’ s revenue could decline, and its results of
operations would be adversely impacted. We derive a significant portion of our revenue from existing customers that expand
their relationships with us. Increasing the size and number of the deployments of our existing customers is a major part of our
growth strategy. We may not be effective in executing this or any other aspect of our growth strategy. For the year ended
December 31, 2024, we had revenue from seventy- four customers and one customer represented 57 % of total revenue,
although such a high level of customer concentration is not typical. The primary reason for the high level of customer
concentration for the year ended December 31, 2024 was due to one large order received in late 2023 which was fulfilled
in the year ended December 31, 2024. As of December 31, 2024, four customers represent approximately 36 %, 25 %, 19
% and 12 % of outstanding account receivables. Due to the nature and concentration of the customers and timely
payment history, credit risk in account receivables is estimated to be minimal. For the year ended December 31, 2023,
three customers represented 34 %, 21 % and 12 % of total revenue from 58 customers, although such a high level of customer
concentration is not typlcal : af —The prlmary
reason for the increase in reliance on a single customer for the year ended December 31, 2023 was due to the lag- time in
delivering on a large order reeetved-ntate2022-fromone-diviston-ofaeustomer-which was not fulfilled until 2023. As of Fer
the-year-ended-December 31, 2622-2023 | two-three customers represented 28-approximately 51 %, 26 % and 17 % of tetal
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y v . From time to time, we may lose a major
customer lt is not p0s51ble for us t0 predlct the future level of demand from our larger customers for our platforms and
applications. $2We-With the exception of a master service agreement with one commercial customer for out of warranty
services, we do not have any master service agreements with our customers. For our government agency customers, we must
submit and complete standard bidding forms which contain all the applicable terms and conditions for our service offerings. In
order to bid and secure government agency contracts, we either work directly with certain governmental agencies or work with
and through the entity that has the prime bidding relationship with the government agencies. For our commercial customers,
they submit detailed purchase orders which generally contain all the key terms and conditions, but such purchase orders may be
supported by separate statements of work for particular projects. Airship AI’ s customer awards, either through commercial or
government customers, come in a variety of forms depending on if the relationship with the customer is a direct relationship or if
it is through a partner. For direct relationships, Airship Al receives the award directly from the commercial customer or
government agency, either in the form of a purchase order or the requisite government form. For indirect or partner based
awards, Airship Al receives the award in the form of a purchase order or task order against the specific effort being awarded.
Regardless of the form of the purchase order and / or the customer vertical, Airship Al has standard terms and conditions which
are applied to all awards accepted. These include the specific line items by quantity being acquired, the delivery period for
which Airship Al has to deliver the products and services awarded, the support and maintenance offering desired, and the total
period of performance for the award (single year or multi- year). Payment is due within 30 days of when the invoice is received
irrespective of the type of customer. While we generally offer contract terms up to five years in length, our customers sometimes
enter into shorter- term contracts, such as one- year subscriptions, which may not provide for automatic renewal and may
require the customer to opt- in to extend the term. Our customers have no obligation to renew, upgrade, or expand their
agreements with us after the terms of their existing agreements have expired. In addition, many of our customer contracts permit
the customer to terminate their contracts with us with notice periods of varying lengths, generally three to six months. If one or




more of our customers terminate their contracts with us, whether for convenience, for default in the event of a breach by us, or
for other reasons specified in our contracts, as applicable; if our customers elect not to renew their contracts with us; if our
customers renew their contractual arrangements with us for shorter contract lengths or for a reduced scope; or if our customers
otherwise seek to renegotiate terms of their existing agreements on terms less favorable to us, our business and results of
operations could be adversely affected. This adverse impact would be even more pronounced for customers that represent a
material portion of our revenue or business operations. Our ability to renew or expand our customer relationships may decrease
or vary as a result of a number of factors, including our customers’ satisfaction or dissatisfaction with our platforms and services,
the frequency and severity of software and implementation errors, our platforms’ reliability, our pricing, the effects of general
economic conditions, competitive offerings or alternatives, or reductions in our customers’ spending levels. If our customers do
not renew or expand their agreements with us or if they renew their contracts for shorter lengths or on other terms less favorable
to us, our revenue may grow more slowly than expected or decline, and our business could suffer. Our business, financial
condition, and results of operations would also be adversely affected if we face difficulty collecting our accounts receivable
from our customers or if we are required to refund customer deposits. Aehieving-13Achieving renewal or expansion of
deployments may require us to increasingly engage in sophisticated and costly sales efforts that may not result in additional
sales. In addition, our customers’ decisions to expand the deployment of our platforms depends on a number of factors,
including general economic conditions, the functioning of our platforms, the ability of our forward- deployed engineers to assist
our customers in identifying new use cases, modernizing their data architectures, and achieving success with data- driven
initiatives, and our customers’ satisfaction with our services. If our efforts to expand within our existing customer base are not
successful, our business may suffer. Seasonality may cause fluctuations in Airship AI’ s results of operations and financial
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Deeember3trespeetively-. We belleve that thls seasonallty results from a number of factors, 1nclud1ng - the ﬁscal year end
procurement cycle of our government customers, and in particular U. S. government customers which have a fiscal year - end of
September 30; - +3—-the fiscal year budgeting process for our commercial customers, many of which have a fiscal year end of
Beeember-March 31; « seasonal reductions in business activity during the summer months in the United States, Europe, and
certain other regions; and <+ timing of projects and our customers’ evaluation of our work progress. This seasonality has
historically impacted and may in the future continue to impact the timing of collections and recognized revenue. Because a
significant portion of our customer contracts are typically finalized near the end of the year, and we typically invoice customers
shortly after entering into a contract, we may receive a portion of our customer payments near the end of the year and record
such payment as an increase in deferred revenue or customer deposits (“ contract liabilities ), while the revenue from our
customer contracts is generally recognized over the contract term. While we have historically billed and collected payments for
multiple contract years from certain customers in advance, we have and may continue to shift to collecting payments on an
annual or other basis. While this has been the historical seasonal pattern of our quarterly sales, we believe that our customers’
required timing for certain new government or commercial programs requiring new software may outweigh the nature or
magnitude of seasonal factors that might have influenced our business to date. As a result, we may experience future growth
from additional government or commercial mandates that do not follow the seasonal purchasing and evaluation decisions by our
customers that we have historically observed. For example, increased government spending on technology aimed at national
defense, financial or policy regulation, cybersecurity, or healthcare mandates may drive customer demand at different times
throughout our year, the timing of which we may not be able to anticipate and may cause fluctuations in our results of
operations. The timing of our fiscal quarters and-, the U. S. federal government’ s September 30 fiscal year end and budget
approvals also may impact sales to governmental agencies in the third quarter of our year, offsetting, at least in part, the
otherwise seasonal downturn we have historically observed in later summer months. Our recent growth may obscure the extent
to which seasonality trends have affected our business and may continue to affect our business. We expect that seasonality will
continue to materially impact our business in the future and may become more pronounced over time. The seasonality of our
business may cause continued or increased fluctuations in our results of operations and cash flows, which may prevent us from
achieving our quarterly or annual forecasts or meeting or exceeding the expectations of research analysts or investors, which in
turn may cause a decline in the trading price of our securities. H14If Airship Al does not successfully develop and deploy new
technologies to address the needs of its customers, its business and results of operations could suffer. Airship AI’ s success has
been based on our ability to design software and products that enable the integration of data into a common operating
environment to facilitate advanced data analysis, knowledge management, and collaboration. We spend substantial amounts of
time and money researching and developing new technologies and enhanced versions of existing features to meet our customers’
and potential customers’ rapidly evolving needs. There is no assurance that our enhancements to our platforms or our new
product features, capabilities, or offerings, including new product modules, will be compelling to our customers or gain market
acceptance. If our research and development investments do not accurately anticipate customer demand or if we fail to develop
our platforms in a manner that satisfies customer preferences in a timely and cost- effective manner, we may fail to retain our
existing customers or increase demand for our platforms. The introduction of new products and services by competitors or the
development of entirely new technologies to replace existing offerings could make our platforms obsolete or adversely affect
our business, financial condition, and results of operations. We may experience difficulties with software development, design,
or marketing that delay or prevent our development, introduction, or implementation of new platforms, features, or capabilities.
We have in the past experienced delays in our internally planned release dates of new features and capabilities, and there can be
no assurance that new platforms, features, or capabilities will be released according to schedule. Any delays could result in
adverse publicity, loss of revenue or market acceptance, or claims by customers brought against us, any of which could harm our
business. Moreover, the design and development of new platforms or new features and capabilities to our existing platforms



may require substantial investment, and we have no assurance that such investments will be successful. If customers do not
widely adopt our new platforms, experiences, features, and capabilities, we may not be able to realize a return on our investment
and our business, financial condition, and results of operations may be adversely affected. +40ut-—-- Our new and existing
platforms and changes to our existing platforms could fail to attain sufficient market acceptance for many reasons, including: =
our failure to predict market demand accurately in terms of product functionality and to supply offerings that meet this demand
in a timely fashion; < product defects, errors, or failures or our inability to satisfy customer service level requirements; =+
negative publicity or negative private statements about the security, performance, or effectiveness of our platforms or product
enhancements; = delays in releasing to the market our new offerings or enhancements to our existing offerings, including new
product modules; =+ introduction or anticipated introduction of competing platforms or functionalities by our competitors; ++
inability of our platforms or product enhancements to scale and perform to meet customer demands; -+ receiving qualified or
adverse opinions in connection with security or penetration testing, certifications or audits, such as those related to IT controls
and security standards and frameworks or compliance; = poor business conditions for our customers, causing them to delay
software purchases; =+ reluctance of customers to purchase proprietary software products; =+ reluctance of our customers to
purchase products hosted by our vendors and / or service interruption from such providers; and = reluctance of customers to
purchase products incorporating open source software. H15If we are not able to continue to identify challenges faced by our
customers and develop, license, or acquire new features and capabilities to our platforms in a timely and cost- effective manner,
or if such enhancements do not achieve market acceptance, our business, financial condition, results of operations, and prospects
may suffer and our anticipated revenue growth may not be achieved. Because we derive, and expect to continue to derive,
substantially all of our revenue from customers purchasing our platforms and products, market acceptance of these platforms and
products, and any enhancements or changes thereto, is critical to our success. Airship Al’ s ability to sell its platforms and
satisfy its customers is dependent on the quality of Airship AI” s services, and its failure to offer high quality services could have
a material adverse effect on its sales and results of operations. Once Airship AI’ s platforms are deployed and integrated with
our customers’ existing information technology investments and data, our customers depend on our support and maintenance
services to resolve any issues relating to our platforms. Increasingly, our platforms have been deployed in large- scale, complex
technology environments, and we believe our future success will depend on our ability to increase sales of our platforms for use
in such deployments. Further, our ability to provide effective ongoing services, or to provide such services in a timely, efficient,
or scalable manner, may depend in part on our customers’ environments and their upgrading to the latest versions of our
platforms and participating in our centralized platform management and services. In addition, our ability to provide effective
services is largely dependent on our ability to attract, train, and retain qualified personnel with experience in supporting
customers on platforms such as ours. The number of our customers has grown significantly, and that growth has and may
continue to put additional pressure on our services teams. We may be unable to respond quickly enough to accommodate short-
term increases in customer demand for our support and maintenance services. We also may be unable to modify the future scope
and delivery of our support and maintenance services to compete with changes in the services provided by our competitors.
Increased customer demand for support, without corresponding revenue, could increase costs and negatively affect our business
and results of operations. In addition, as we continue to grow our operations and expand outside of the United States, we need to
be able to provide efficient services that meet our customers’ needs globally at scale, and our services teams may face additional
challenges, including those associated with operating the platforms and delivering support, training, and documentation in
languages other than English and providing services across expanded time- zones. If we are unable to provide efficient support
and maintenance services globally at scale, our ability to grow our operations may be harmed, and we may need to hire
additional services personnel, which could negatively impact our business, financial condition, and results of operations. +50ur
-- Our customers typically need training in the proper use of and the variety of benefits that can be derived from our platforms to
maximize the potential of our platforms. If we do not effectively deploy, update, or upgrade our platforms, succeed in helping
our customers quickly resolve post- deployment issues, and provide effective ongoing services, our ability to sell additional
products and services to existing customers could be adversely affected, we may face negative publicity, and our reputation with
potential customers could be damaged. Many enterprise and government customers require higher levels of service than smaller
customers. If we fail to meet the requirements of the larger customers, it may be more difficult to execute on our strategy to
increase our penetration with larger customers. As a result, our failure to maintain high quality services may have a material
adverse effect on our business, financial condition, results of operations, and growth prospects. If Airship Al is not able to
maintain and enhance its brand and reputation, Airship A’ s relationships with its customers, partners, and employees may be
harmed, and its business and results of operations may be adversely affected. We believe that maintaining and enhancing our
brand identity and reputation is important to our relationships with, and to our ability to attract and retain customers, partners,
investors, and employees. The successful promotion of our brand depends upon our ability to continue to offer high- quality
software, maintain strong relationships with our customers, the community, and others, while successfully differentiating our
platforms from those of our competitors. Unfavorable media coverage may adversely affect our brand and reputation. We
anticipate that as our market becomes increasingly competitive, maintaining and enhancing our brand may become increasingly
difficult and expensive. If we do not successfully maintain and enhance our brand identity and reputation, we may fail to attract
and retain employees, customers, investors, or partners, grow our business, or sustain pricing power, all of which could
adversely impact our business, financial condition, results of operations, and growth prospects. Additionally, despite our internal
safeguards and efforts to the contrary, we cannot guarantee that our customers will not ultimately use our platforms for purposes
inconsistent with our company values, and such uses may harm our brand and reputation. #-16If the market for Airship AI’ s
platforms and services develops more slowly than Airship Al expects, its growth may slow or stall, and its business, financial
condition, and results of operations could be harmed. The market for Airship AI” s platforms is rapidly evolving. Our future
success will depend in large part on the growth and expansion of this market, which is difficult to predict and relies on a number



of factors, including customer adoption, customer demand, changing customer needs, the entry of competitive products, the
success of existing competitive products, potential customers’ willingness to adopt an alternative approach to data collection,
storage, and processing and their willingness to invest in new software after significant prior investments in legacy data
collection, storage, and processing software. The estimates and assumptions that are used to calculate our market opportunity are
subject to change over time, and there is no guarantee that any particular number or percentage of the organizations covered by
our market opportunity estimates will pay for our platforms and services at all or generate any particular level of revenue for us.
Even if the market in which we compete meets the size estimates and growth forecasts, our business could fail to grow at the
levels we expect or at all for a variety of reasons outside our control, including competition in our industry. Further, if we or
other data management and analytics providers experience security breaches or incidents, loss, corruption, or unavailability of or
unauthorized access to customer data, disruptions in delivery, or other problems, this market as a whole, including our platforms,
may be negatively affected. If software for the challenges that we address does not achieve widespread adoption, or there is a
reduction in demand caused by a lack of customer acceptance, technological challenges, weakening economic conditions
(including due to the ongoing €OVID—9-pandemie;the-engetng-Russia- Ukraine war and related economic sanctions, rising
inflation and interest rates, and monetary policy changes), security or privacy concerns, competing technologies and products,
decreases in corporate spending, or otherwise, or, alternatively, if the market develops but we are unable to continue to penetrate
it due to the cost, performance, and perceived value associated with our platforms, or other factors, it could result in decreased
revenue and our business, financial condition, and results of operations could be adversely affected. +6¥sstes—- Issues raised by
the use of artificial intelligence (“ Al ”) (including machine learning) in Airship AI” s platforms may result in reputational harm
or liability. Al is enabled by or integrated into some of Airship AI’ s technology platforms and is a significant and potentially
growing element of our business. As with many developing technologies, Al presents risks and challenges that could affect its
further development, adoption, and use, and therefore our business. Al algorithms may be flawed. Datasets in Al training,
development, or operations may be insufficient, of poor quality, or reflect unwanted forms of bias. Inappropriate or controversial
data practices by, or practices reflecting inherent biases of, data scientists, engineers, and end- users of our systems could impair
the acceptance of Al solutions. If the recommendations, forecasts, or analyses that Al applications assist in producing are
deficient or inaccurate, we could be subjected to competitive harm, potential legal liability, including under new proposed
legislation regulating Al in jurisdictions such as the European Union and brand or reputational harm. Some Al scenarios present
ethical issues. Though our technologies and business practices are designed to mitigate many of these risks, if we enable or offer
Al solutions that are controversial or problematic because of their purported or real impact on human rights, privacy,
employment, or other social issues, we may experience brand or reputational harm, as well as regulatory or legal scrutiny. Real
or perceived errors, failures, defects, or bugs in Airship AI” s platforms could adversely affect its results of operations and
growth prospects. Because Airship Al offers very complex technology platforms, undetected errors, defects, failures, or bugs
have occurred and may in the future occur, especially when platforms or capabilities are first introduced or when new versions
or other product or infrastructure updates are released. Our platforms are often installed and used in large- scale computing
environments with different operating systems, software products and equipment, and data source and network configurations,
which may cause errors or failures in our platforms or may expose undetected errors, failures, or bugs in our platforms. Despite
testing by us, errors, failures, or bugs may not be found in new software or releases until after commencement of commercial
shipments. In the past, errors have affected the performance of our platforms and can also delay the development or release of
new platforms or capabilities or new versions of platforms, adversely affect our reputation and our customers’ willingness to buy
platforms from us, and adversely affect market acceptance or perception of our platforms. Many of our customers use our
platforms in applications that are critical to their businesses or missions and may have a lower risk tolerance to defects in our
platforms than to defects in other, less critical, software products. Any errors or delays in releasing new software or new
versions of platforms or allegations of unsatisfactory performance, errors, defects, or failures in released software could cause us
to lose revenue or market share, increase our service costs, cause us to incur substantial costs in redesigning the software, cause
us to lose significant customers, subject us to liability for damages and divert our resources from other tasks, any one of which
could materially and adversely affect our business, results of operations and financial condition. In addition, our platforms could
be perceived to be ineffective for a variety of reasons outside of our control. Hackers or other malicious parties could circumvent
our or our customers’ security measures, and customers may misuse our platforms resulting in a security breach or perceived
product failure. Real-17Real or perceived errors, failures, or bugs in our platforms and services, or dissatisfaction with our
services and outcomes, could result in customer terminations and / or claims by customers for losses sustained by them. In such
an event, we may be required, or we may choose, for customer relations or other reasons, to expend additional resources in order
to help correct any such errors, failures, or bugs. Although we have limitation of liability provisions in our standard software
licensing and service agreement terms and conditions, these provisions may not be enforceable in some circumstances, may
vary in levels of protection across our agreements, or may not fully or effectively protect us from such claims and related
liabilities and costs. We generally provide a warranty to our customers for our software products and services. In the event that
there is a failure of warranties in such agreements, we are generally obligated to correct the product or service to conform to the
warranty provision as set forth in the applicable agreement, or, if we are unable to do so, the customer is entitled to seek a
refund of the purchase price of the product and service (generally prorated over the contract term). The sale and support of our
products also entail the risk of product liability claims. We maintain insurance to protect against certain claims associated with
the use of our products, but our insurance coverage may not adequately cover any claim asserted against us. In addition, even
claims that ultimately are unsuccessful could result in our expenditure of funds in litigation and divert management’ s time and
other resources. +HnIn addition, our platforms integrate a wide variety of other elements, and our platforms must successfully
interoperate with products from other vendors and our customers’ internally developed software. As a result, when problems
occur for a customer using our platforms, it may be difficult to identify the sources of these problems, and we may receive



blame for a security, access control, or other compliance breach that was the result of the failure of one of the other elements in
a customer’ s or another vendor’ s IT, security, or compliance infrastructure. The occurrence of software or errors in data,
whether or not caused by our platforms, could delay or reduce market acceptance of our platforms and have an adverse effect on
our business and financial performance, and any necessary revisions may cause us to incur significant expenses. The occurrence
of any such problems could harm our business, financial condition, and results of operations. If an actual or perceived breach of
information correctness, auditability, integrity, or availability occurs in one of our customers’ systems, regardless of whether the
breach is attributable to our platforms, the market perception of the effectiveness of our platforms could be harmed. Alleviating
any of these problems could require additional significant expenditures of our capital and other resources and could cause
interruptions, delays, or cessation of our product licensing, which could cause us to lose existing or potential customers and
could adversely affect our business, financial condition, results of operations, and growth prospects. Airship Al may not be able
to adequately protect or enforce its intellectual property rights or prevent unauthorized parties from copying or reverse
engineering its solutions. Airship AI” s efforts to protect and enforce its intellectual property rights and prevent third parties from
violating its rights may be costly. The success of Airship AI” s services and its business depends, in part, on Airship Al’ s ability
to obtain intellectual property rights and maintain adequate legal protection for its products in the United States and other
international jurisdictions. Airship Al does not have any patents. Airship Al relies on a combination of copyright, service mark,
and trade secret laws, as well as confidentiality procedures and contractual obligations, to establish and protect its proprietary
rights, all of which provide only limited protection. Airship Al cannot be certain that the steps it has taken will prevent
unauthorized use of its technology or the reverse engineering of its technology. Moreover, others may independently develop
technologies that are competitive to Airship Al or infringe Airship AI’ s intellectual property. Protecting against the
unauthorized use of Airship AI” s intellectual property, products and other proprietary rights is expensive and can be difficult,
particularly with respect to international jurisdictions. Unauthorized parties may attempt to copy or reverse engineer Airship AI’
s solutions or certain aspects of Airship AI’ s solutions that are considered proprietary. Litigation may be necessary in the future
to enforce or defend Airship AI” s intellectual property rights, to prevent unauthorized parties from copying or reverse
engineering its solutions, to determine the validity and scope of the proprietary rights of others or to block the importation of
infringing products into the U. S. Any such litigation, regardless of merit, could be costly, divert the attention of management
and may not ultimately be resolved in Airship AI’ s favor. Effeetive-18Effective trademark, service mark, copyright and trade
secret protection may not be available or applied for in every country in which Airship AI” s products are available and
competitors based in other countries may sell infringing products in one or more markets. An inability to adequately protect and
enforce Airship AI” s intellectual property and other proprietary rights or an inability to prevent authorized parties from copying
or reverse engineering its technology solutions or certain aspects of its solutions that Airship Al considers proprietary could
adversely affect its business, operating results, financial condition and prospects. Airship Al relies on its unpatented proprietary
technology, trade secrets, processes and know- how. Airship Al relies on proprietary information (such as trade secrets, know-
how and confidential information) to protect intellectual property that may not be patentable or subject to copyright, trademark,
trade dress or service mark protection, or that Airship Al believes is best protected by means that do not require public
disclosure. Airship Al generally seeks to protect this proprietary information by entering into confidentiality agreements, or
consulting, services or employment agreements that contain non- disclosure and non- use provisions with its employees,
consultants, contractors and third parties. However, Airship Al may fail to enter into the necessary agreements and, even if
entered into, these agreements may be breached or may otherwise fail to prevent disclosure, third- party infringement or
misappropriation of its proprietary information, may be limited as to their term and may not provide an adequate remedy in the
event of unauthorized disclosure or use of proprietary information. Airship Al has limited control over the protection of trade
secrets used by its current or future manufacturing partners and suppliers and could lose future trade secret protection if any
unauthorized disclosure of such information occurs. In addition, Airship AI’ s proprietary information may otherwise become
known or be independently developed by its competitors or other third parties. To the extent that its employees, consultants,
contractors, advisors and other third parties use intellectual property owned by others in their work for Airship Al, disputes may
arise as to the rights in related or resulting know- how and inventions. Costly and time- consuming litigation could be necessary
to enforce and determine the scope of Airship Al’ s proprietary rights, and failure to obtain or maintain protection for its
proprietary information could adversely affect its competitive business position. Furthermore, laws regarding trade secret rights
in certain markets where Airship Al operates may afford limited or no protection for its trade secrets. +8Adrship—- Airship Al
also relies on physical and electronic security measures to protect its proprietary information, but it cannot provide assurance
that these security measures will not be breached or that these measures will provide adequate protection. There is a risk that
third parties may obtain and improperly utilize Airship A’ s proprietary information to its competitive disadvantage. Airship Al
may not be able to detect or prevent the unauthorized use of such information or take appropriate and timely steps to enforce its
intellectual property rights. Airship Al has not been consistently profitable in the past and may not achieve or maintain
profitability in the future. We have incurred losses from operations the past few years and had netineome-and- an netloss
accumulated deficit of approximately-$ 1674 , 374-942 , 000 as of and-$487,-090-forthe-yearsended-December 31, 2023
2024 and-2622;respeetively-. There can be no assurance that Airship Al will ever achieve the level of revenues needed to be
profitable in the future and if profitability is achieved, that it will be sustained. Airship AI’ s revenues have fluctuated and may
likely continue to fluctuate significantly from quarter to quarter and from year to year. Airship Al will need to obtain additional
capital and increase sales to become profitable. The net income for the year ended December 31, 2023 was primarily as a
result of the gain from change in fair value of earnout liability of approximately $ 21, 976, 000. Airship-19Airship Al
requires substantial additional funding, which may not be available to Airship Al on acceptable terms, or at all, and, if not so
available, may require Airship Al to delay, limit, reduce or cease its operations. Airship Al has limited financial resources.
There can be no assurance that sufficient funding will be available to us to fund our operating expenses and to further develop



our business. Unless we achieve substantial profitability, we anticipate that we will likely need to raise additional capital to fund
our operations while we implement and execute our business plan. We currently do not have any contracts or commitments for
additional financing. In addition, any additional equity financing may involve substantial dilution to our existing shareholders.
There can be no assurance that such additional capital will be available on a timely basis or on terms that will be acceptable to
us. Failure to obtain such additional financing could result in delay or indefinite postponement of operations or the further
development of our business. If adequate funds are not available or are not available on acceptable terms, we may not be able to
further fund our business or the expansion thereof, take advantage of strategic acquisitions or investment opportunities or
respond to competitive pressures. Such inability to obtain additional financing when needed could have a material adverse effect
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There can be no assurance that Airship Al will be successful in growing its business. We have a limited history of operations. As
a result, there can be no assurance that we will be successful in our operations. Any potential for future growth will place
additional demands on our executive officers, and any increased scope of our operations will present challenges due to our
current limited management resources. There can be no assurance that we will be successful in our efforts. Our inability to locate
additional opportunities, to hire additional management and other personnel, or to enhance our management systems, could have
a material adverse effect on our results of operations. There can be no assurance that our operations will be profitable. Airship
Al faces intense competition within its industry and is subject to the effects of technology change. The industry in which we are
engaged is subject to rapid and significant technological change. There can be no assurance that Airship AI’ s systems can be
upgraded to meet future innovations in the industry or that new technologies will not emerge, or existing technologies will not
be improved, which would render Airship AI’ s offerings obsolete or non- competitive. Many of the companies we compete with
enjoy significant competitive advantages over us, including greater name recognition; greater financial, technical and service
resources; established networks; additional product offerings; and greater resources for product development and sales and
marketing. In addition, there can be no assurance that other established technology companies, any of which would likely have
greater resources than Airship Al, will not enter the market. There can be no assurance that Airship Al will be able to compete
successfully against any of its competitors. +9Adrship—- Airship Al’ s proprietary products and services and service delivery
may not operate properly, which could damage its reputation, give rise to claims against Airship Al, or divert application of its
resources from other purposes, any of which could harm its business and operating results. We may encounter supply chain,
human, or technical obstacles that prevent our products and services from operating profitably. If our offerings do not function
reliably or fail to achieve customer expectations in terms of performance, customers could assert liability claims against us or
cancel their contracts with us. This could damage our reputation and impair our ability to attract or maintain customers. We
cannot assure you that material performance problems or defects in our products will not arise in the future. Errors may result
from receipt, entry, or interpretation of customer information or from interface of our services. These defects and errors and any
failure by us to identify and address them could result in loss of revenue or market share, liability to customers or others, failure
to achieve market acceptance or expansion, diversion of development resources, injury to our reputation, and increased service
and maintenance costs. The costs incurred in correcting any defects or errors or in responding to resulting claims or liability may
be substantial and could adversely affect our operating results. H#20If critical components used in Airship AI” s products become
scarce or unavailable, Airship Al may incur delays in delivering its products and providing services, which could damage its
business. Airship Al relies on a sustainable supply chain. Any issues with this supply chain could adversely affect daily business
operations and profitability. We depend on third party providers, suppliers and licensors to supply some of the hardware,
software and support necessary to provide some of our products and services. We obtain these materials from a limited number
of vendors, some of which do not have a long operating history, or which may not be able to continue to supply the equipment,
supplies, and services we desire. Some of our hardware, software and operational support vendors represent our primary or sole
source of supply or have, either through contract or as a result of intellectual property rights, a position of some exclusivity. If
demand exceeds these vendors’ capacity or if these vendors experience operating or financial difficulties or are otherwise unable
to provide the equipment or services we need in a timely manner, at our specifications and at reasonable prices, our ability to
provide some services might be materially adversely affected, or the need to procure or develop alternative sources of the
affected materials or services might delay our ability to serve our customers. These events could materially and adversely affect
our ability to retain and attract customers, and have a material negative impact on our operations, business, financial results and
financial condition. Unavailability of materials or higher costs could adversely affect Airship AI’ s financial results. We depend
on certain domestic and international suppliers for the delivery of components used in the assembly of our products. Our
reliance on third- party suppliers creates risks related to our potential inability to obtain an adequate supply of components or
sub- assemblies and reduced control over pricing and timing of delivery of components and sub- assemblies. Specifically, we
depend on suppliers of sub- assemblies, machined parts, printed circuit boards, custom wire fabrications and other miscellaneous
customer parts for our products. Although we have and are implementing additional long- term agreements with strategic
suppliers to mitigate the risk of supply continuity, there remains risk across our supply chain while we extend our supplier
contract program, and there is no guarantee that supply will not be interrupted. Additionally, if our suppliers do not accurately
forecast and effectively allocate production or if they are not willing to allocate sufficient production to us, or they decommit to



us previously agreed to supply levels, it may reduce our access to components and require us to search for new suppliers. If we
are unable to accurately match the timing and quantities of component purchases to our actual needs, we may incur unexpected
production disruption, storage, transportation and write- off costs, which may harm our business and operating results. Single or
sole- source components used in the manufacture of our products may become unavailable or discontinued. Delays caused by
industry allocations or obsolescence may take weeks or months to resolve. In some cases, parts obsolescence may require a
product re- design to ensure quality replacement components. These delays could cause significant delays in manufacturing and
loss of sales, leading to adverse effects significantly impacting our financial condition or results of operations and could harm
our reputation. 284-A significant number of our raw materials or components are comprised of petroleum- based products or
incur some form of landed cost associated with transporting the raw materials or components to our facility. Our freight and
import costs and the timely delivery of our products could be adversely impacted by a number of factors which could reduce the
profitability of our operations, including: higher fuel costs; potential port closures; customs clearance issues; increased
government regulation or regulatory changes for imports of foreign products into the U. S.; delays created by terrorist attacks or
threats, public health issues, national disasters or work stoppages; and other matters. Any interruption of supply for any material
components of our products could significantly delay the shipment of our products and have a material adverse effect on our
revenues, profitability and financial condition. For example, there have been disruptions in the semi- conductor supply chain
that could negatively impact our ability to make our products. While many of the COVID- 19 driven supply chain issues have
been resolved, challenges to the timely production and delivery of Taiwan based products we utilize for our edge Al platform
due to geo- political factors is a concern looking forward. In the event that our suppliers are unable to provide timely delivery of
those supplies it will significantly impact our ability to meet delivery schedules for existing and anticipated edge Al hardware-
based solutions. International or domestic geopolitical or other events, including the imposition of new or increased tariffs and /
or quotas by the U. S. government on any of these raw materials or components and other government trade policies, could
adversely impact the supply and cost of these raw materials or components, and could adversely impact our revenues,
profitability and financial condition. In particular, the implementation of tariffs and trade restrictions as well as changes in trade
policies between the U. S. and China may have an adverse effect on our supply chain from a sourcing and cost perspective. We
source certain raw materials from China, as do some of our suppliers. We may be unable to transition away from China to other
jurisdictions or obtain secondary source s for raw materials which could result in a material adverse effect on our revenues,
profitability and financial condition. H-21TIf Airship AI’ s security measures are breached or fail and unauthorized access is
obtained to a customer’ s data, our service may be perceived as insecure, the attractiveness of its services to current or potential
customers may be reduced, and Airship AI may incur significant liabilities. Airship Al services involve the web- based and data
storage and transmission of customers’ information. We rely on proprietary and commercially available systems, software, tools
and monitoring, as well as other processes, to provide security for processing, transmission and storage of such information.
Because of the sensitivity of this information and due to requirements under applicable laws and regulations, the effectiveness of
our security efforts is very important. If our security measures are breached or fail as a result of third- party action, acts of terror,
social unrest, employee error, malfeasance or for any other reasons, someone may be able to obtain unauthorized access to
customer data. Improper activities by third- parties, advances in computer and software capabilities and encryption technology,
new tools and discoveries and other events or developments may facilitate or result in a compromise or breach of our security
systems. Our security measures may not be effective in preventing unauthorized access to the customer data stored on our
servers. If a breach of our security occurs, we could face damages for contract breach, penalties for violation of applicable laws
or regulations, possible lawsuits by individuals affected by the breach and significant remediation costs and efforts to prevent
future occurrences. In addition, whether there is an actual or a perceived breach of our security, the market perception of the
effectiveness of our security measures could be harmed and we could lose current or potential customers. The loss of one or
more of Airship AI’ s significant customers, or any other reduction in the amount of revenue Airship Al derives from any such
customer, would adversely affect its business, financial condition, results of operations and growth prospects. Airship Al sells its
product to commercial and government customers under agreements that are normally paid within 30 days of contract
completion. For the year ended December 31, 2024, we had revenue from seventy- four customers and one customer
represented 57 % of total revenue, although such a high level of customer concentration is not typical. The primary
reason for the high level of customer concentration for the year ended December 31, 2024 was due to one large order
received in late 2023 which was fulfilled in the year ended December 31, 2024. As of December 31, 2024, four customers
represent approximately 36 %, 25 %, 19 % and 12 % of outstanding account receivables. Due to the nature of the
customers and timely payment history, customer concentration and credit risk in account receivables is estimated to be
minimal. For the year ended December 31, 2023, three customers represented 34 %, 21 % and 12 % of total revenue from 58
customers, although such a high level of customer concentration is not typical. The primary reason for the increase in reliance
on a single customer for the year ended December 31, 2023 was due to the lag- time in delivering on a large order received in
late 2022 fremrone-diviston-ofaeustomer-which was not fulfilled until 2023. As of December 31, 2023, three customers
represented approximately 51 %, 26 % and 17 % of outstanding account recelvables Due to the nature of the customers and
timely payments— payment history , customer concentration 1 ; : :

account receivables is mlmmal We. expect to continue to derive a srgmﬁcant portion of our revenue from a hmlted number of
customers in the future and, in some cases, the portion of our revenue attributable to individual customers may increase. The
loss of one or more significant customers or a reduction in the amount of revenue we derive from any such customer could
significantly and adversely affect our business, financial condition and results of operations. Customers may choose not to renew



their contracts or may otherwise reduce the breadth of the offerings which they purchase for any number of reasons. We are also
subject to the risk that any such customer will experience financial difficulties that prevent them from making payments to us on
a timely basis or at all. 24Adrship—- Airship Al depends on key information systems and third party service providers. We
depend on key information systems to accurately and efficiently transact our business. These systems and services are
vulnerable to interruptions or other failures resulting from, among other things, pandemics, epidemics, natural disasters, terrorist
attacks, software or equipment failures, processing errors, computer viruses, other security issues or supplier defaults. Security,
backup and disaster recovery measures may not be adequate or implemented properly to avoid such disruptions or failures. Any
disruption or failure of these systems or services could cause substantial errors, processing inefficiencies, security breaches,
inability to use the systems or process transactions, loss of customers or other business disruptions, all of which could negatively
affect our business and financial performance. As-22As cybersecurity attacks continue to evolve and increase, our information
systems could also be penetrated or compromised by internal and external parties’ intent on extracting confidential information,
disrupting business processes or corrupting information. These risks could arise from external parties or from acts or omissions
of internal or service provider personnel. Such unauthorized access could disrupt our business and could result in the loss of
assets, litigation, remediation costs, damage to our reputation and failure to retain or attract customers following such an event,
which could adversely affect our business. Cyber- attacks and security vulnerabilities could lead to reduced revenue, increased
costs, liability claims, or harm to Airship A’ s competitive position. Increased sophistication and activities of perpetrators of
cyber- attacks have resulted in an increase in information security risks in recent years. Hackers develop and deploy viruses,
worms, and other malicious software programs that attack products and services and gain access to networks and data centers. If
we experience difficulties maintaining existing systems or implementing new systems, we could incur significant losses due to
disruptions in our operations. Additionally, these systems contain valuable proprietary and confidential information and may
contain personal data of our customers. A security breach could result in disruptions of our internal systems and business
applications, harm to our competitive position from the compromise of confidential business information, or subject us to
liability under laws that protect personal data. As cyber threats continue to evolve, we may be required to expend additional
resources to continue to enhance our information security measures and / or to investigate and remediate any information
security vulnerabilities. Any of these consequences would adversely affect our revenue and margins. Claims by others that
Airship Al infringes their intellectual property could force Airship Al to incur significant costs or revise the way Airship Al
conducts its business. Our competitors protect their proprietary rights by means of patents, trade secrets, copyrights, trademarks
and other intellectual property. We have not conducted an independent review of patents and other intellectual property issued to
third- parties, who may have patents or patent applications relating to our proprietary technology. We may receive letters from
third parties alleging, or inquiring about, possible infringement, misappropriation or violation of their intellectual property
rights. Any party asserting that we infringe, misappropriate or violate proprietary rights may force us to defend ourselves, and
potentially our customers, against the alleged claim. These claims and any resulting lawsuit, if successful, could subject us to
significant liability for damages and / or invalidation of our proprietary rights or interruption or cessation of our operations. Any
such claims or lawsuit could: =+ be time- consuming and expensive to defend, whether meritorious or not; = require us to stop
providing products or services that use the technology that allegedly infringes the other party’ s intellectual property; »- divert
the attention of our technical and managerial resources; < require us to enter into royalty or licensing agreements with third-
parties, which may not be available on terms that we deem acceptable; : 22--prevent us from operating all or a portion of our
business or force us to redesign our products, services or technology platforms, which could be difficult and expensive and may
make the performance or value of our product or service offerings less attractive; < subject us to significant liability for
damages or result in significant settlement payments; or =+ require us to indemnify our customers. Furthermore, during the
course of litigation, confidential information may be disclosed in the form of documents or testimony in connection with
discovery requests, depositions or trial testimony. Disclosure of our confidential information and our involvement in intellectual
property litigation could materially adversely affect our business. Some of our competitors may be able to sustain the costs of
intellectual property litigation more effectively than we can because they have substantially greater resources. In addition, any
litigation could significantly harm our relationships with current and prospective customers. Any of the foregoing could disrupt
our business and have a material adverse effect on our business, operating results and financial condition. Adrship-23Airship AI’
s success depends upon the continued protection of its intellectual property rights and Airship Al may be forced to incur
substantial costs to maintain, defend, protect and enforce its intellectual property rights. We do not have any patents and instead
rely on trade secrets and know- how in the development of our business, which are of material importance to Airship Al and its
future prospects. Competitors may attempt to challenge our IP and IP systems, or may be able to design alternative techniques or
devices that develop products with functionalities that are comparable to ours. In the event a competitor infringes upon our
intellectual property, enforcing those rights, even if successful, could be expensive, uncertain, difficult and time consuming and
could require significant time and attention from our management. Furthermore, there can be no assurance that Airship Al’ s
products will not infringe on others. We may not have sufficient resources to enforce our intellectual property rights or to defend
our IP against challenges from others. Airship Al depends on its management team and other key employees, and the loss of one
or more of these employees or an inability to attract and retain highly skilled employees could adversely affect its business. Our
future success depends, in part, on our ability to continue to attract and retain highly skilled personnel. The loss of the services of
any of our key personnel, the inability to attract or retain qualified personnel, or delays in hiring required personnel, particularly
in engineering and sales, may seriously and adversely affect our business, financial condition and results of operations. Although
we have entered into employment or consulting agreements with our personnel their employment is generally for no specific
duration. Our future performance also depends on the contmued services and contmurng contrlbutlons of our senior management




senior management team . Any loss of senior management ;
y : z ould significantly delay or
prevent the achievement of our development and strateglc objectives, which could adversely affect our business, financial
condition and results of operations. Airship AI’ s management team has limited experience managing a public company and
regulatory compliance may divert their attention from the day- to- day management of Airship AI’ s business. Our management
team has limited experience managing a publicly- traded company and limited experience complying with the increasingly
complex laws pertaining to public companies. These obligations typically require substantial attention from our senior
management and could divert their attention away from the day- to- day management of our business. Airship AI’ s business
depends, in part, on sales to government organizations, and significant changes in the contracting or fiscal policies of such
government organizations could have an adverse effect on Airship AI” s business and operating results. 236ut-- Our future
depends, in part, on continuing sales to government organizations. Demand from government organizations is often
unpredictable, subject to budgetary uncertainty and typically involves long sales cycles. We have made significant investments
to address the government sector, but we cannot assure you that these investments will be successful, or that we will be able to
maintain or grow our revenue from the government sector. Although we anticipate that they may increase in the future, sales to
governmental organizations have not accounted for, and may never account for, a significant portion of our revenue. Sales to
governmental organizations are subject to a number of challenges and risks that may adversely impact our business. Sales to
such government entities include the following risks: 24 - selling to governmental agencies can be highly competitive,
expensive and time consuming, often requiring significant upfront time and expense without any assurance that such efforts will
generate a sale; -+ government certification requirements applicable to our platform may change and, in doing so, restrict our
ability to sell into the governmental sector until we have attained the revised certification; -+ government demand and payment
for our platform may be impacted by public sector budgetary cycles and funding authorizations, with funding reductions or
delays adversely affecting public sector demand for our platform; and = governments routinely investigate and audit
government contractors’ administrative processes, and any unfavorable audit could result in the government refusing to continue
buying our platform, which would adversely impact our revenue and operating results. The occurrence of any of the foregoing
could cause governmental organizations to delay or refrain from purchasing our solutions in the future or otherwise have an
adverse effect on our business, operating results and financial condition . On January 20, 2025, President Trump signed an
executive order creating an advisory commission, the Department of Government Efficiency to reform federal
government processes and reduce expenditures. Pressures on and uncertainty surrounding the U. S. federal government’
s budget, and potential changes in budgetary priorities and spending levels, could adversely affect staffing levels and the
funding for government projects. Disruptions in how the government agencies operate due to these policies may
materially adversely affect our business. Unstable market and economic conditions may have serious adverse
consequences on our business, financial condition and stock price . Acquisitions of, or investments in, other companies,
products, or technologies may require significant management attention and could disrupt Airship AI’ s business, dilute
stockholder value, and adversely affect its operating results. Our business strategy may include acquiring other complementary
products, technologies or businesses. Negotiating these transactions can be time- consuming, difficult and expensive, and our
ability to close these transactions may be subject to third- party approvals, such as government regulatory approvals, which are
beyond our control. Consequently, we can make no assurance that these transactions once undertaken and announced, will close.
If we merge with or acquire another company felewing-the-Business-Combination, it is reasonably expected that there will be
increased operating expenses and costs associated with the-metrger-such acquisition that could negatively impact operating
profits in the future periods immediately following the M & A event. The extent and longevity of those impacts is not possible
to quantify. These kinds of acquisitions or investments may result in unforeseen operating difficulties and expenditures. If we
acquire businesses or technologies, we may not be able to integrate the acquired personnel, operations, and technologies
successfully, or effectively manage the combined business following the acquisition. We also may not achieve the anticipated
benefits from the acquired business due to a number of factors, including: <+ inability to integrate or benefit from acquired
technologies, products, personnel or services in a profitable manner; = unanticipated costs or liabilities associated with the
acquisition, including potential liabilities due to litigation and potential identified or unknown security vulnerabilities in acquired
technologies that expose us to additional security risks or delay our ability to integrate the product into our offerings or
recognize the benefits of our investment; =+ differences between our values and those of an acquired company, as well as
potential disruptions to our workplace culture; < incurrence of acquisition- related costs, including costs related to integration
activities; 2425 - difficulty integrating the accounting and information systems, operations, and personnel of the acquired
business; - augmenting the acquired technologies and platforms to the levels that are consistent with our brand and reputation;
- difficulties and additional expenses associated with supporting legacy products and hosting infrastructure of the acquired
business; -+ challenges converting the acquired company’ s revenue recognition policies and forecasting the related revenues,
including subscription- based revenues and software license revenues; <= potential write- offs of acquired assets or investments,
and potential financial and credit risks associated with acquired customers; =-+ difficulty converting the customers of the
acquired business onto our platform and contract terms; -+ diversion of management’ s attention and other company resources; +
- harm to our existing business relationships with business partners and customers as a result of the acquisition; =+ the potential
loss of key employees; = use of resources that are needed in other parts of our business; and «- use of substantial portions of our
available cash to consummate the acquisition. We cannot assure you that the anticipated benefits of any acquisition or
investment would be realized or that we would not be exposed to unknown liabilities or risks. Integrating an acquired
technology, asset or business into our operations can be challenging, complex and costly and we cannot assure you that we will
be successful or that the anticipated benefits of the acquisitions that we complete will be realized or outweigh their costs. If our
integration and development efforts are not successful and the anticipated benefits of the acquisitions that we complete are not



achieved, our business, operating results, financial condition, and prospects could be adversely affected. In connection with these
types of transactions, we may issue additional equity securities that would dilute our stockholders, use cash that we may need in
the future to operate our business, incur debt on terms unfavorable to us or that we are unable to repay, incur large charges or
substantial liabilities, encounter difficulties integrating diverse business cultures and values, and become subject to adverse tax
consequences, substantial depreciation, or deferred compensation charges. These challenges could adversely affect our business,
operating results, financial condition, and prospects. Material adverse developments in domestic and global economic
conditions, or the occurrence of other world events, could materially adversely affect Airship AI’ s revenue and results of
operations. Various factors contribute to the uncertain economic environment, including the ongoing Russia- Ukraine and
Israel war-wars , the increase in, and volatility of, interest rates, high inflation, an actual recession or fears of a recession, trade
policies and tariffs and geopolitical tensions. Our inability to offset price inflation in our materials, components, shipping, or
labor through increased prices to customers with long- term fixed contracts and formula- based or long- term fixed price
contracts with suppliers could adversely affect our business, financial condition and results of operations. Global supply chain
and labor market challenges could also negatively affect our performance as well as the performance of our suppliers. Interest
rate increases have also created financial market volatility and could further negatively impact financial markets, lead to an
economic downturn or recession or have an adverse effect on our operating results. Economic slowdowns can also negatively
impact municipal and state tax collections and put pressure on law enforcement budgets which may increase the risk that our
customers will be unable to appropriate funds for existing or future contracts with us. In addition, geopolitical risks could affect
our customers’ budgets and policies. These and other factors may adversely affect customer demand and ability to pay, cause
decrease in sales, and negatively impact the realizability of our accounts and notes receivable and contract assets.
25€atastrophte-26Catastrophic events could materially adversely affect Airship AI” s business, results of operations and / or
financial condition. A disruption or failure of our systems or operations in the event of a major earthquake, weather event, fire,
explosion, failure to contain hazardous materials, industrial accident, utility failure, cyber- attack, terrorist attack, public health
crisis, pandemic, or other catastrophic event could cause delays in completing sales, providing services, or performing other
mission- critical functions. A catastrophic event that results in the destruction or disruption of any of our critical business or
information technology systems could harm our ability to conduct normal business operations and our operating results as well
as expose us to claims, litigation and governmental investigations and fines. If our backup and mitigation plans are not sufficient
to minimize business disruption, our financial results could be adversely affected. We are continuously monitoring our
operations and intend to take appropriate actions to mitigate the risks arising from catastrophic events, but there can be no
assurances that we will be successful in doing so. If Airship Al fails to maintain effective internal control over financial
reporting or identify a material weakness or significant deficiency in its internal control over financial reporting, Airship AI’ s
ability to report its financial condition and results of operations in a timely and accurate manner could be adversely affected,
investor confidence in Airship Al company could diminish, and the value of its stock may decline. Preparing our consolidated
financial statements involves a number of complex manual and automated processes, which are dependent upon individual data
input or review and require significant management judgment. One or more of these processes may result in errors that may not
be detected and could result in a material misstatement or other errors of our consolidated financial statements. Such errors may
be more likely to occur when implementing new systems and processes, particularly when implementing evolving and complex
accounting rules. The Sarbanes- Oxley Act of 2002 (the “ Sarbanes- Oxley Act ) requires, among other things, that as a
publicly- traded company we disclose whether our internal control over financial reporting and disclosure controls and
procedures are effective. A material weakness is a deficiency, or combination 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. While we continually undertake steps to improve our internal control over
financial reporting as our business changes, we may not be successful in making the improvements and changes necessary to be
able to identify and remediate control deficiencies or material weaknesses on a timely basis. If we are unable to successfully
remediate any current or future material weaknesses in our internal control over financial reporting, the accuracy and timing of
our financial reporting may be adversely affected; our liquidity, access to capital markets and perceptions of our
creditworthiness may be adversely affected; we may be unable to maintain compliance with securities laws, stock exchange
listing requirements and debt instruments covenants regarding the timely filing of periodic reports; we may be subject to
regulatory investigations and penalties; investors may lose confidence in our financial reporting; we may suffer defaults under
our debt instruments; and our stock price may decline. Changes in accounting principles or their application to Airship Al could
result in unfavorable accounting charges or effects, which could adversely affect its results of operations and growth prospects.
We prepare our consolidated financial statements in accordance with the accounting principles generally accepted in the
United States (“ U. S. GAAP ”) . In particular, we make certain estimates and assumptions related to the adoption and
interpretation of these principles including the recognition of our revenue and the accounting for our provision for income taxes.
If these assumptions turn out to be incorrect, our financial results and position could materially differ from our expectations and
could be materially adversely affected. A change in any of these principles or guidance, or in their interpretations or application
to us, may have a significant effect on our reported results, as well as our processes and related controls, and may retroactively
affect previously reported results or our forecasts, which may negatively impact our financial statements. #-27If Airship A’ s
judgments or estimates relating to its critical accounting policies are based on assumptions that change or prove to be incorrect,
Airship Al s results of operations could fall below expectations of securities analysts and investors, resulting in a decline in its
stock price. The preparation of our financial statements in conformity with U. S. GAAP requires management to make
judgments, estimates, and assumptions that affect the amounts reported in the consolidated financial statements and
accompanying notes. We base our estimates on historical experience and on various other assumptions that we believe to be
reasonable under the circumstances, as provided in the section titled “ Management’ s Discussion and Analysis of Financial



Condition and Results of Operations efAitship-Ad-" the results of which form the basis for making judgments about the
carrying values of assets, liabilities, and equity, and the amount of revenue and expenses that are not readily apparent from other
sources. Our results of operations may be adversely affected if our assumptions change or if actual circumstances differ from
those in our assumptions, which could cause our results of operations to fall below the expectations of securities analysts and
investors, resulting in a decline in the trading price of the combined company’ s securities. Significant judgments, estimates, and
assumptions used in preparing our consolidated financial statements include, or may in the future include, those related to
revenue recognition , the fair value of certain liabilities and income taxes. 26Adrship—- Airship Al has limited insurance
which may not cover claims by third parties against Airship Al or its officers and directors. We have directors’ and officers’
liability insurance and commercial liability insurance policies. Claims, however, by third parties against us may exceed policy
amounts and we may not have amounts to cover these claims. Any significant claims would have a material adverse effect on
our business, financial condition and results of operations. In addition, our limited directors’ and officers’ liability insurance may
affect our ability to attract and retain directors and officers. Airship Al could be subject to additional tax liabilities. We are
subject to federal, state, and local income taxes in the United States and numerous foreign jurisdictions. Determining our
provision for income taxes requires significant management judgment, and the ultimate tax outcome may be uncertain. In
addition, our provision for income taxes is subject to volatility and could be adversely affected by many factors, including,
among other things, changes to our operating or holding structure, changes in the amounts of earnings in jurisdictions with
differing statutory tax rates, changes in the valuation of deferred tax assets and liabilities, and changes in U. S. and foreign tax
laws. Moreover, we are subject to the examination of our income tax returns by tax authorities in the United States and various
foreign jurisdictions, which may disagree with our calculation of research and development tax credits, cross- jurisdictional
transfer pricing, or other matters and assess additional taxes, interest or penalties. While we regularly assess the likely outcomes
of these examinations to determine the adequacy of our provision for income taxes and we believe that our financial statements
reflect adequate reserves to cover any such contingencies, there can be no assurance that the outcomes of such examinations will
not have a material impact on our results of operations and cash flows. If U. S. or other foreign tax authorities change applicable
tax laws, our overall taxes could increase, and our financial condition or results of operations may be adversely impacted. Under
the Tax Reform Act of 1986, the amounts of, and benefits from, net operating losses may be limited in certain circumstances,
including a change in control. Section 382 of the Internal Revenue Code of 1986, as amended (the “ Code ”), generally
imposes an annual limitation on the amount of net operating loss carryforwards that may be used to offset taxable income when
a corporation has undergone significant changes in its stock ownership. There can be no assurance that the Company will be
able to utilize any net operating loss carryforwards in the future. Provisions enacted by the 2017 Tax Cuts and Jobs Act related
to the capitalization for tax purposes of research and experimental (“ R & E ) expenditures became effective on January 1,
2022. Beginning January 1, 2022, all U. S. and non- U. S. based R & E expenditures must be capitalized and amortized over
five years and 15 years, respectively. Costs incurred in the development of software programs for Atrship-At-the Company ’ s
products are charged to operations as incurred until technological feasibility of the software has been established. Generally,
technological feasibility is established when the software module performs its primary functions described in its original
specifications, contains features required for it to be usable in a production environment, is completely documented and the
related hardware portion of the product is complete. After technological feasibility is established, any additional costs are
capitalized. Capitalization of software costs ceases when the software is substantially complete and is ready for its intended use.
No software development costs have been capitalized during the years ended or as of December 31, 2024 and 2023 and-2622-.
Risks-28Risks Related to Our Securities Currently, our €ommen-common Steek-stock and Pablie-public Watrants-warrants
are listed on Nasdaq. However, there may not be enough liquidity in such market to enable steekhetders-securityholders to sell
their securities. 27Currently—- Currently , our Common-common Stoek-stock and Publie-public Warrants-warrants are listed
on The Nasdaq Global Market and The Nasdaq Capital Market, respectively. If a public market for our securities does not
develop, investors may not be able to re- sell their securities Common-Stoek-or-Warrants-, rendering their securities illiquid and
possibly resulting in a complete loss of their investment. We cannot predict the extent to which investor interest in us will lead to
the development of an active, liquid trading market. The trading price of and demand for the Cemmerr-common Steelstock
and the development and continued existence of a market and favorable price for the €ommen-common Steekstock will
depend on a number of conditions, including the development of a market following, including by analysts and other investment
professionals, the businesses, operations, results, and prospects of the Company, general market and economic conditions,
governmental actions, regulatory considerations, legal proceedings, and developments or other factors. These and other factors
may impair the development of a liquid market and the ability of investors to sell shares at an attractive price. These factors also
could cause the market price and demand for the €emmen-common Steek-stock to fluctuate substantially, which may limit or
prevent investors from readily selling their shares and may otherwise negatively affect the price and liquidity of the Commen
common Steekstock . Many of these factors and conditions are beyond the control of the Company or the stockholders. Our
executive officers and directors exercise significant control over us, which will limit your ability to influence corporate matters
and could delay or prevent a change in corporate control. Victor Huang, Airship AI’ s co- Founder and our Chief Executive
Officer, and Derek Xu, Airship AI’ s co- Founder and our Chief Operating Officer, beneficially own (including shares
underlying outstanding warrants, stock options and SARs) approximately 76-49 . 5 % of our combined voting power. As a
result, these stockholders will be able to influence our management and affairs and control the outcome of matters submitted to
our stockholders for approval, including the election of directors and any sale, merger, consolidation, or sale of all or
substantially all of our assets. These stockholders may have interests, with respect to their Common-common Steek-stock ,
which are different from those of the public investors and the concentration of voting power among one or more of these
stockholders may have an adverse effect on the price of the Cemmoen-common Steek-stock . [n addition, this concentration of
ownership might adversely affect the market price of the €emmen-common Steek-stock by: (1) delaying, deferring or



preventing a change of control; (2) impeding a merger, consolidation, takeover or other business-eombinationr-M & A event
involving us; or (3) discouraging a potential acquirer from making a tender offer or otherwise attempting to obtain control of us.
The requirements of being a public company may strain the Company s resources and distract management and we W111 incur
substantial costs as a result of being a public company. The A-th
Company is subject to the reporting requirements of the Securltles Exchange Act of 1934 as amended (the “ Exchange Act”)
, the Sarbanes- Oxley Act, and the Securities Act of 1933, as amended (the “ Securities Act ) . These rules, regulations and
requirements are extensive. We will incur significant costs associated with our public company corporate governance and
reporting requirements. The Exchange Act requires, among other things, that we file annual, quarterly and current reports with
respect to our business and operating results. The Sarbanes- Oxley Act requires, among other things, that we maintain effective
disclosure controls and procedures and internal control over financial reporting. In order to maintain and, if required, improve
our disclosure controls and procedures and internal control over financial reporting to meet this standard, significant resources
and management oversight may be required. As a result, management’ s attention may be diverted from other business
concerns, which could adversely affect our business and operating results. We may need to hire more corporate employees to
comply with these requirements or engage outside consultants, which would increase our costs and expenses. This may divert
management’ s attention from other business concerns, which could have a material adverse effect on our business, financial
condition and results of operations. These applicable rules and regulations may make it more difficult and more expensive for us
to obtain director and officer liability insurance and it may be required to accept reduced policy limits and coverage or incur
substantially higher costs to obtain the same or similar coverage. As a result, it may be more difficult for us to attract and retain
qualified individuals to serve on the Board or as executive officers. #291In addition, changing laws, regulations and standards
relating to corporate governance and public disclosure are creating uncertainty for public companies, increasing legal and
financial compliance costs and making some activities more time- consuming. These laws, regulations and standards are subject
to varying interpretations, in many cases due to their lack of specificity, and, as a result, their application in practice may evolve
over time as new guidance is provided by regulatory and governing bodies. This could result in continuing uncertainty regarding
compliance matters and higher costs necessitated by ongoing revisions to disclosure and governance practices. We intend to
invest resources to comply with evolving laws, regulations and standards, and this investment may result in increased general
and administrative expenses and a diversion of management’ s time and attention from revenue- generating activities to
compliance activities. If our efforts to comply with new laws, regulations and standards differ from the activities intended by
regulatory or governing bodies due to ambiguities related to their application and practice, regulatory authorities may initiate
legal proceedings against us and our business may be adversely affected. 284s-As a result of disclosure of information in this
prospectus annualrepert-and in the filings that we are required to make as a public company, our business, operating results
and financial condition have become more visible, which may result in threatened or actual litigation, including by competitors
and other third parties. If any such claims are successful, our business, operating results and financial condition could be
adversely affected, and even if the claims do not result in litigation or are resolved in our favor, these claims, and the time and
resources necessary to resolve them, could divert the resources of our management and adversely affect our bu%lne%i operating
reqult% and financial Condmon ; ; anttal-a ; : ; y

dechne in the price of Geﬁafnen—common -Sfeelestock could affect our ab111ty to raise Work1ng Capltal and adversely nnpact our
ability to continue operations. A prolonged decline in the price of our Cemmenr-common Steelestock could result in a
reduction in the liquidity of the €ommen-common Steekstock and a reduction in our ability to raise capital. A decline in the
price of our Cemmen-common Steekstock could be especially detrimental to our liquidity, operations and strategic plans.
Such reductions may force us to reallocate funds from other planned uses and may have a significant negative effect on our
business plan and operations, including our ability to develop new products and services and continue current operations. If our
Coemmen-common Steelestock * s price declines, we can offer no assurance that we will be able to raise additional capital or
generate funds from operations sufficient to meet our obligations. If we are unable to raise sufficient capital in the future, we
may not be able to have the resources to continue our normal operations. If securities or industry analysts do not publish research
or publish inaccurate or unfavorable research about us or our business, our €emmer-common Steelestock price and trading
volume could decline. The trading market for our €Commen-common Steekstock will depend in part on the research and reports
that securities or industry analysts publish about us or our business. Securities and industry analysts do not currently, and may



never, publish research on us. If no securities or industry analysts commence coverage of us, the trading price for our Cemmon
common Steekstock would likely be negatively affected. In the event securities or industry analysts initiate coverage, if one or
more of the analysts who cover us downgrade our securities or publish inaccurate or unfavorable research about our business,
our share price would likely decline. If one or more of these analysts cease coverage of us or fail to publish reports on us,
demand for our Cemmen-common Steekstock could decrease, which might cause the share price and trading volume to
decline. 20We-We do not intend to pay any cash dividends in the foreseeable future and, therefore, any return on your
investment in our capital stock must come from increases in the fair market value and trading price of the capital stock. We have
not paid any cash dividends on €emmen-common Steek-stock and do not intend to pay cash dividends on Cemmten-common
Steekstock in the foreseeable future. We intend to retain future earnings, if any, for reinvestment in the development and
expansion of our business. Any credit agreements which we may enter into with institutional lenders ;-may restrict our ability to
pay dividends. Whether we pay cash dividends in the future will be at the discretion of the Board and will be dependent upon
our financial condition, results of operations, capital requirements and any other factors that the Board decides is relevant.
Therefore, any return on your investment in our capital stock must come from increases in the fair market value and trading
price of the capital stock. Fhe-30The market price of our equity securities may be volatile, and you could lose a significant part
of your investment. The stock markets, including the Nasdaq, on which certain of our securities are listed, have from time to
time experienced significant price and volume fluctuations. Even if an active, liquid and orderly trading market develops and is
sustained for the-our €Commoen-common Steekstock and eurPublie-public Warrants-warrants , the market price of the
Common-Stoekand-our securities Publie-Watrants-may be volatile and could decline significantly. On Mareh29-February 26 .
2024-2025 , the last reported sales price of our €emmen-common Steekstock was $ 64 . 4548 . The exercise price of the
Pubtte-public Warrants-warrants is $ 4. 50. The exercise price of the public warrants is higher than the current market price
of our Cemmen-common Steek-stock and accordingly, Pablie-public Warrant-warrant holders may not be able to exercise
their Publie-public Warrants-warrants at this time. Cash proceeds associated with the exercises of the Publie-public Warrants
{and-our-otheroutstanding-warrants yare dependent on our stock price and given the recent price volatility of our Commen
common Steekstock and relative lack of liquidity in our stock, we may not receive any cash proceeds in relation to our
outstanding warrants. In addition, the trading volume in our Cemmoen-common Steek-stock and our Publie-public Warrants
warrants may fluctuate and cause significant price variations to occur. We cannot assure you that the market price of the
Commeon-common Stoek-stock and our Publie-public Warrants-warrants will not fluctuate widely or decline significantly in
the future in response to a number of factors, including, among others, the following: =-- the realization of any of the risk factors
presented in this anmtelreport; = the concentration of the ownership of our shares by a limited number of affiliated
stockholders may limit interest in our securities; =+ limited “ public float ” with a small number of persons whose sales or lack
of sales could result in positive or negative pricing pressure on the market price for the Cemmerrcommon Steelestock ; +—
additions or departures of key personnel; =+ loss of a strategic relationship; == variations in operating results from the
expectations of securities analysts or investors; - announcements of new products or services by us or our competitors; ==
reductions in the market share of our products; -+ announcements by us or our competitors of significant acquisitions, strategic
partnerships, joint ventures or capital commitments; <= investor perception of our industry or prospects; « insider selling or
buying; =+ investors entering into short sale contracts; =+ regulatory developments affecting our industry; «- changes in our
industry; =+ competitive pricing pressures; * 38-+-our ability to obtain working capital financing; =31 * our ability to execute our
business plan; < operating results that fall below expectations; =+ revisions in securities analysts’ estimates or reductions in
security analysts’ coverage; and -+ economic and other external factors. Many of these factors are beyond our control and may
decrease the market price of the €ommen-common Steek-stock , regardless of our operating performance. We cannot make any
predictions or projections as to what the prevailing market price for the Cemmen-common Steelstock will be at any time,
including as to whether the Cemmen-common Steekstock will sustain current market prices, or as to what effect that the sale of
shares or the availability of the €ommen-common Steek-stock for sale at any time will have on the prevailing market price. In
addition, the securities markets have from time- to- time experienced significant price and volume fluctuations that are unrelated
to the operating performance of particular companies. These market fluctuations may also materially and adversely affect the
market price of the €ommen-common Steekstock . In the past, many companies that have experienced volatility in the market
price of their stock have been subject to securities class action litigation. We may be the target of this type of litigation in the
future. Securities litigation against us could result in substantial costs and divert our management’ s attention from other
business concerns, which could seriously harm our business. If our shares become subject to the penny stock rules, it would
become more difficult to trade our shares. The SEC has adopted rules that regulate broker- dealer practices in connection with
transactions in penny stocks. Penny stocks are generally equity securities with a price of less than $ 5. 00, other than securities
registered on certain national securities exchanges or authorized for quotation on certain automated quotation systems, provided
that current price and volume information with respect to transactions in such securities is provided by the exchange or system.
If our common stock is no longer listed on a national securities exchange such as Nasdaq and if the price of our common stock
is less than $ 5. 00, our common stock may be deemed a penny stock. The penny stock rules require a broker- dealer, before a
transaction in a penny stock not otherwise exempt from those rules, to deliver a standardized risk disclosure document
containing specified information. In addition, the penny stock rules require that before effecting any transaction in a penny stock
not otherwise exempt from those rules, a broker- dealer must make a special written determination that the penny stock is a
suitable investment for the purchaser and receive: (i) the purchaser’ s written acknowledgment of the receipt of a risk disclosure
statement; (ii) a written agreement to transactions involving penny stocks; and (iii) a signed and dated copy of a written
suitability statement. These disclosure requirements may have the effect of reducing the trading activity in the secondary market
for our common stock, and therefore stockholders may have difficulty selling their shares. We are a “ smaller reporting
company ” and *“ emerging growth company ” under the U. S. federal securities laws, and the reduced reporting requirements



applicable to smaller reporting companies and emerging growth companies could make our common stock less attractive to
investors. We are a ““ smaller reporting company ” and an “ emerging growth company ~ under U. S. federal securities laws. For
as long as we continue to be a smaller reporting company, we may take advantage of exemptions from various reporting
requirements that are applicable to other public companies that are not smaller reporting companies, including reduced
disclosure obligations regarding executive compensation in our periodic reports and proxy statements. Furthermore, as an
emerging growth company, we may take advantage of exemptions from certain reporting requirements including not being
required to comply with the auditor attestation requirements of Section 404 of the Sarbanes- Oxley Act and exemptions from the
requirements of holding a non- binding advisory vote on executive compensation. Investors may not find our common stock
attractive because we may rely on these exemptions and reduced disclosures. If some investors find our common stock less
attractive as a result, there may be a less active trading market for our common stock and our stock price may be more volatile.
We will remain a smaller reporting company until the last day of the fiscal year in which (1) the market value of our common
stock held by non- affiliates exceeds $ 250 million as of the prior June 30, or (2) our annual revenues exceeded $ 100 million
during such completed fiscal year and the market value of our common stock held by non- affiliates exceeds $ 700 million as of
the prior June 30. 3+We-32We will remain an emerging growth company until the earlier of: (1) the last day of the fiscal year
(a) following the fifth anniversary of the closing of the-BYTS’ IPO, (b) in which we have total annual gross revenue of at least
$ 1. 23 billion, or (¢) in which we are deemed to be a large accelerated filer, which means the market value of our common
equity that is held by non- affiliates exceeds $ 700 million as of the end of the prior fiscal year’ s second fiscal quarter; and (2)
the date on which we have issued more than $ 1. 00 billion in non- convertible debt securities during the prior three- year
period. Anti- takeover provisions contained in our certificate of incorporation and bylaws could impair a takeover attempt. Our
Charter-charter and bylaws afford certain rights and powers to our board of directors that could contribute to the delay or
prevention of an acquisition that it deems undesirable, including: = the ability of our board of directors to issue shares of
preferred stock and to determine the price and other terms of those shares, including preferences and voting rights, without
stockholder approval, which could be used to significantly dilute the ownership of a hostile acquiror; = the right of our board of
directors to elect a director to fill a vacancy created by the expansion of our board of directors or the resignation, death or
removal of a director, which may prevent stockholders from being able to fill vacancies on our board of directors; = the
requirement that a special meeting of stockholders may be called only by our board of directors or the chairman of the board of
directors, which could delay the ability of our stockholders to force consideration of a proposal or to take action, including the
removal of directors; and We are also subject other provisions of Delaware law that limit the ability of stockholders in certain
situations to effect certain mergers bustness-eombinations- Any of the foregoing provisions and terms that has the effect of
delaying or deterring a change in control could limit the opportunity for stockholders to receive a premium for their shares of
Commen-common Stoek-stock , and could also affect the price that some investors are willing to pay for the Commen
common Steekstock . Our certificate of incorporation provides, subject to limited exceptions, that the Court of Chancery of the
State of Delaware will be the sole and exclusive forum for certain stockholder litigation matters, which could limit stockholders’
ability to obtain a favorable judicial forum for disputes with us or our directors, officers, employees or stockholders. Our €hatter
charter requires, to the fullest extent permitted by law, that derivative actions brought in our name, actions against directors,
officers and employees for breach of fiduciary duty and other similar actions may be brought in the Court of Chancery in the
State of Delaware or, if that court lacks subject matter jurisdiction, another federal or state court situated in the State of
Delaware. These provisions will not apply to suits brought to enforce any liability or duty created by the Securities Act, the
Exchange Act, or any other claim for which the federal courts have exclusive 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-our €hatrter-charter . In addition, our €harter-charter and bylaws provide that, to the fullest extent permitted
by law, claims made under the Securities Act must be brought in federal district court. This choice of forum provision may limit
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 and result in increased
costs for investors to bring a claim. Alternatively, if a court were to find the choice of forum provision contained in the-our
€harter-charter to be inapplicable or unenforceable in an action, we may incur additional costs associated with resolving such
action in other jurisdictions, which could harm our business, operating results and financial condition. 33



