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When evaluating our business and future prospects, you should carefully review and consider the risks described below in
conjunction with other information in this report and in other reports and documents we file with the SEC. The risks and
uncertainties described below are not the only ones we face. Additional material risks and uncertainties, not presently known to
us, or that we currently see as immaterial, may also occur or become material. If any of the following risks or any additional
risks and uncertainties actually occur or become material, our business, financial condition and results of operations could be
seriously harmed. In that event, the market price of our common stock could decline and our stockholders could lose all or a
portion of the value of their investment in our common stock. Risks Related to the Company’ s Industry and Business Fhe

—A significant or prolonged economic downturn, could have, and at certain times in the past has had, a
material adverse effect on our results of operations. Our results of operations are affected by the level of business activity of our
customers and licensees, which in turn s-are affected by the level of consumer demand for their products. A significant or
prolonged economic downturn may adversely affect the disposable income of many consumers and may lower demand for the
products we produce for our private- label contract manufacturing customers and products sold or manufactured by others using
our licensed patent rights. Any decline in economic conditions in the U. S. and the various foreign markets in which our
customers operate could negatively impact our customers’ businesses and our operations. A significant decline in consumer
demand and the level of business activity of our customers, even if only due in part to general economic conditions, could have a
material adverse effect on our revenues and profit margins. Risks related to global economic instability, including global supply
chain issues, inflation and fuel and energy costs may affect the Company' s business. In February 2022, armed conflict escalated
between Russia and Ukraine. Management is monitoring the conflict in Ukraine and any broader economic effects from the
crisis. Although Russia and Ukraine did not account for any of our net sales in FY 2622-2023 , reeently-imposed-ecconomic
sanctions and export control measures by the U. S. and European Union against Russia have resulted in increased volatility in
the availability and prices of raw materials that are produced in that region. There are further concerns regarding continued
supply chain disruptions, consumer purchasing and consumption behavior, increases in global shipping expenses, greater
volatility in foreign exchange and interest rates, increased energy costs, and other unforeseen business disruptions due to the
current global geopolitical tensions, including relating to Ukraine. Additionally, escalation by Russia beyond Ukraine could
adversely affect our European operations. We will continue to evaluate impacts of the conflict on our customers, suppliers,
employees, and operations. This conflict has created market uncertainty and volatility recently and this global economic
uncertainty has negatively affected many industries, including the dietary supplement industry. Global financial conditions
remain subject to sudden and rapid destabilizations in response to economic shocks. A slowdown in the financial markets or
other economic conditions including but not limited to global supply chain issues, inflation, fuel and energy costs, business
conditions, lack of available credit, the state of the financial markets, interest rates and tax rates, may adversely affect our
growth. Future economic shocks may be precipitated by a number of causes, including a continued rise in the price of oil and
other commodities, the volatility of raw material prices, geopolitical instability, terrorism, pandemics, the devaluation and
volatility of global stock markets and natural disasters. Any sudden or rapid destabilization of global economic conditions could
impact our ability to obtain equity or debt financing in the future on terms favorable to us or at all. In such an event, our
operations and financial condition could be adversely impacted. +0Priees-9Prices and availability of commodities consumed or
used in connection with raw materials we purchase or the operation of our manufacturing facilities, such as natural gas, diesel,
oil and electricity, also fluctuate, and these fluctuations affect the costs of operations. These fluctuations can be unpredictable,
can occur over short periods of time and may have a material adverse impact on our operating costs or the timing and costs of
various projects . Qver the past several years, the United States, and many other countries, have experienced significant
volatility related to inflationary factors. These factors have impacted all aspects of manufacturing operations, including
increased costs of labor, utilities, materials, supplies, etc. While we continue to evaluate cost reduction opportunities,
including working with both suppliers and customers, to attempt to mitigate the impact of these higher operational costs,
there can be no assurance our efforts will result in a complete offset of such increases or when inflation will return to
more reasonable levels . Our industry is highly competitive and we may be unable to continue to compete effectively.
Increased competition could adversely affect our financial condition. The market for our products, and those of our customers, is
highly competitive. Some of our competitors are larger than we are and have greater financial resources and broader name



recognition than we do. Our competitors may be able to devote greater resources to research and development, marketing and
other activities that could provide them with a competitive advantage. Our market has relatively low entry barriers and is highly
sensitive to the introduction of new products that may rapidly capture significant market share. Our competitors may not stress
the level of quality we provide and could manufacture with a lower level of quality at lower costs. Our competitors are largely
private and not subject to the same disclosure requirements as a publicly traded company. If consumers do not perceive higher
quality as worth a higher price, our revenue could suffer. Increased competition could result in price reductions, reduced profit
margins or loss of market share, any of which could have a material adverse effect on our financial condition and results of
operations. There can be no assurance we will be able to compete effectively in this intensely competitive environment. Our
business is subject to the effects of adverse publicity, which could negatively affect our sales and revenues. Our business can be
affected by adverse publicity or negative public perception about us, our competitors, our customers, our products, or our
industry and competitors generally. Adverse publicity may include publicity about the nutritional supplements industry
generally, the efficacy, safety and quality of nutritional supplements and other health care products or ingredients in general or
our products or ingredients specifically, and regulatory investigations, regardless of whether these investigations involve us or
the business practices or products of our competitors, or our customers. Any adverse publicity or negative public perception
could have a material adverse effect on our business, financial condition and results of operations. Our business, financial
condition and results of operations could be adversely affected if any of our products or any similar products distributed by other
companies are alleged to be or are proved to be harmful to consumers or to have unanticipated and unwanted health
consequences. Risks Related to Operations, Manufacturing, and Technology If we are unable to attract and retain qualified
management personnel and key manufacturing personnel, our business may suffer. Our executive officers and other
management personnel along with key manufacturing positions are primarily responsible for managing our day- to- day
operations. We believe our success depends largely on our ability to attract, retain and motivate highly qualified management
and key manufacturing personnel. Competition for qualified individuals can be intense and has been increasing in recent years.
We may not be able to hire additional qualified personnel in a timely manner or on terms that would not substantially increase
our costs. Any inability to retain a skilled professional management team and manufacturing team could adversely affect our
ability to successfully execute our business strategies and achieve our goals and objectives. Our manufacturing and third party
fulfillment activities are subject to certain risks. We manufacture the majority of our products at our manufacturing facilities in
California and Switzerland. As a result, we are dependent on the uninterrupted and efficient operation of these facilities. Our
manufacturing operations, including those of our suppliers, are subject to power failures, blackouts, border shutdowns,
telecommunications failures, computer viruses, cybersecurity vulnerabilities, human error, breakdown, failure or substandard
performance of our facilities, our equipment, the improper installation or operation of equipment, terrorism, pandemics
(including COVID- 19), natural or other disasters, intentional acts of violence, and the need to comply with the requirements or
directives of governmental agencies, including but not limited to the FDA. In addition, we may in the future determine to expand
or relocate our facilities, which may result in slowdowns or delays in our operations. While we have implemented and regularly
evaluate various emergency, contingency and disaster recovery plans and we maintain business interruption insurance, there can
be no assurance the occurrence of these or any other operational problems at our facilities in California or Switzerland would not
have a material adverse effect on our business, financial condition and results of operations. Furthermore, there can be no
assurance our contingency plans will prove to be adequate or successful if needed or our insurance will continue to be available
at a reasonable cost or, if available, will be adequate to cover any losses that we may incur from an interruption in our
manufacturing and distribution operations. We recently aequired-opened a new warehouse and distribution facility in Carlsbad,
California, and converted are-eurrently-eenverting-it into a dedicated high volume powder blending and packaging facility
while also providing additional raw material storage capacity. There can be no assurance we etr-eenversion-plans-will be
eompleted-timely-or-at-the-eost-we-estimate-successful in obtaining additional facility certifications that may be necessary
to attract new customers or that we will obtain sufficient business frem-through our elients-on- going sales efforts to
effectively utilize the facility and our investment therein. ++We-Directly as a result of one of our largest customers
experiencing a sales decline and consequently retention of excess of inventory, we are currently planning to close our
new high- speed powder processing facility in Carlsbad, California. While we anticipate the closure will be temporary
this cannot be assured, we cannot currently predict all of the consequences from this plant closure, how long the closure
will continue or the overall economic impact of it or other similar declines in product sales by our customers.
Notwithstanding, we believe the closure will contribute to an anticipated net loss in the first half of fiscal 2024, net
income in the second half and an overall net loss in fiscal 2024. We outsource our beta- alanine fulfillment and distribution
activities as well as certain manufacturing activities. The operation of the third party service provider’ s facilities is subject to
the interruption risk and other risks similar to those described above for our facilities and there can be no assurance these
interruptions or any other operational problem at such third party’ s facilities would not have a material adverse effect on our
business, financial condition and results of operations. 10The COVID- 19 pandemic could have a material adverse effect on
our operations and business. In March 2020, the World Health Organization declared the outbreak of the coronavirus
known as Covid- 19 a worldwide pandemic. As of September 2023, although the U. S. government has declared an end to
the pandemic, there are a limited number of approved vaccines or effective treatments for coronavirus and it is
extremely difficult to predict the future impact of coronavirus. In addition, the emergence of new strains of the virus that
are resistant to current vaccines could also have an adverse impact on the Company’ s business. While our facilities
continued to operate amid the global COVID- 19 pandemic, disruptions in supply chains have impacted our production
and sales. These disruptions, though expected to be temporary, carry uncertainty about their duration, recurrence and
impact. The extent of COVID- 19' s impact on our operational and financial performance depends on ongoing and
future pandemic effects on customers, vendors, labor availability, and potential expanded restrictions. While we cannot



predict the full scope of COVID- 19' s impact on our business, operations, liquidity, or capital resources, we believe our
existing working capital and credit facility will sustain our operations. However, we cannot guarantee additional
working capital will be available when needed, potentially affecting our financial condition and results. [f we or our
private- label contract manufacturing customers expand into additional markets outside the U. S. or our or their sales in markets
outside the U. S. increase, our business could become increasingly subject to political, economic, regulatory and other risks in
those markets, which could adversely affect our business. Our future growth may depend, in part, on our ability and the ability
of our private- label contract manufacturing customers, to expand into additional markets outside the U. S. or to improve sales in
markets outside the U. S. There can be no assurance we or such customers will be able to expand in existing markets outside the
U. S. or enter new markets on a timely basis, or that new markets outside the U. S. will be profitable. There are significant
regulatory and legal barriers in markets outside the U. S. that must be overcome to enter and operate in such markets. We will be
subject to the burden of complying with a wide variety of national and local laws, including multiple and possibly overlapping
and conflicting laws. We may also experience difficulties adapting to new cultures, business customs and legal systems. Our
sales and operations outside the U. S. are subject to political, economic and social uncertainties including, among others: ¢
changes and limits in import and export controls; ¢ increases in custom duties and tariffs; « changes in government regulations
and laws; ¢ coordination of geographically separated locations; ¢ absence in some jurisdictions of effective laws to protect our
intellectual property rights; ¢ changes in currency exchange rates; * economic and political instability; and ¢ currency transfer
and other restrictions and regulations that may limit our ability to sell certain products or repatriate profits to the U. S. Any
changes related to these and other factors could adversely affect our business, profitability and growth prospects. If we or our
customers expand into additional markets outside the U. S. or improve sales in markets outside the U. S., these and other risks
associated with operations outside the U. S. will likely increase. The failure of our suppliers to supply quality materials in
sufficient quantities, at a favorable price, and in a timely fashion could adversely affect the results of our operations. We buy our
raw materials from a limited number of suppliers. During fiscal 2023 and fiscal 2022 and-fiseal 2024, one of our suppliers
represented more than 10 % of our total raw material purchases. Additionally, we currently purchase all of our beta- alanine for
our CarnoSyn ® and SR CarnoSyn ® business from a single manufacturer located in Japan. Any disruption in their ability to
source materials for or produce the amounts of beta- alanine needed to meet our requirements could have an adverse effect on
our business. The loss of any of our other major suppliers or of any supplier who provides us materials that are hard to obtain
elsewhere at the same quality could adversely affect our business operations. Although we believe we could establish alternate
sources for most of our raw materials, any delay in locating and establishing relationships with other sources could result in
shortages of products we manufacture from such raw materials, with a resulting loss of sales and customers. In certain situations,
we may be required to alter our products or with our customer’ s consent to substitute different materials from alternative
sources. A shortage of raw materials or an unexpected interruption of supply could also result in higher prices for those
materials. We have experienced increases in various raw material costs, transportation costs and the cost of petroleum- based
raw materials and packaging supplies used in our business. Increasing pricing pressures on raw materials and other products
have continued throughout fiscal 2622-2023 as a result of limited supplies of various ingredients, the-effeets-ofinflationary
factors, including higher labor and transportation costs, and the impact of COVID- 19. We expect these upward pressures to
continue through fiscal 2623-2024 . Although we may be able to raise our prices in response to significant increases in the cost
of raw materials, we may not be able to raise prices sufficiently or quickly enough to offset the negative effects such cost
increases could have on our results of operations or financial condition. +2Fhere-11There can be no assurance suppliers will
provide the quality raw materials needed by us in the quantities requested or at a price we are willing to pay. Because we do not
control the actual production of these raw materials, we are also subject to delays caused by interruption in production of
materials including but not limited to those resulting from conditions outside of our control, such as pandemics, weather,
transportation interruptions, labor shortages, strikes, terrorism, natural disasters, and other catastrophic events. In addition, our
efforts to maintain or increase sales of CarnoSyn ® and SR CarnoSyn ® are substantially dependent on the availability of the
raw material beta- alanine and sales of beta- alanine or products incorporating beta- alanine. The availability of beta- alanine,
and thus sales of such raw material and products using such material, could be negatively impacted by any shortages,
interruptions and similar events described above, which could in turn adversely affect the amount of revenue and profit margin
we earn from the sale of beta- alanine. Risks Related to Customer Concentration Because we derive a significant portion of our
revenues from a limited number of customers, our revenues would be adversely affected by the loss of a major customer or a
significant change in their business, personnel or the timing or amount of their sales to their customers and their orders from us.
We have in the past and expect to continue to derive a significant portion of our revenues from a relatively limited number of
customers. During the fiscal year ended June 30, 2622-2023 , sales to our three-two largest customers were approximately 72-71
% of our consolidated net sales. We cannot predict with any certainty if sales to these customers will increase or decrease in the
future. Although no other customers represented more than 10 % of our consolidated net sales, the loss of one of our largest
customers, or other major customers, a significant decline in sales to any of our largest customers, a significant change in their
business model or personnel, or in their ability to make payments when due, could materially and adversely affect our financial
condition and results of operations. The timing of our customers’ orders is impacted by, among other factors, their marketing
programs, their customer demand, seasonality, their raw material suppliers we are sometimes required to use, their supply chain
management, their entry into new markets and their new product introductions, all of which are outside of our control. All of
these attributes have had and are expected to have a significant impact on our business in the future . On August 16, 2023, we
announced the temporary closure of our new high- speed powder processing facility in Carlsbad, California due to one
of our largest customer’ s efforts to rebalance supply and demand. We expect normal operations will not resume in this
facility until late in our third fiscal quarter of 2024. There can be no assurance our customer will resolve its supply and
demand issues in the timeframe expected. If this customer is unable to resolve these issues in this timeframe, then we will



likely experience a continuing material decrease in revenues during fiscal year 2024 . Our future growth and stability
depends, in part, on our ability to diversify our sales. Our efforts to establish new sales from both existing customers and new
customers could require significant initial investments, which may or may not result in higher overall sales and improved
financial results. Our business strategy depends in large part on our ability to develop new product sales from both current and
new customer relationships. These activities often require a significant up- front investment including, among others,
customized formulations, compliance with different regulatory schemes, product registrations, package design, product testing,
pilot production runs, and the build- up of initial inventory. We may experience significant delays from the time we increase our
operating expenses and make investments in inventory (and incur additional related carrying costs) until the time we generate
net sales from new products or customers, and it is possible after incurring such expenditures we may not generate material
revenue from new products or customers. If we incur significant expenses and investments in inventory that we are not able to
recover, and we are not able to compensate for those expenses, our operating results would be adversely affected. We currently
derive significant revenues and income from sales of beta- alanine and from licensing our patents. Our ability to maintain or
grow our sales of beta- alanine and license revenue from our other patents is contingent on our ability to continue to defend our
patents, and commercialize the sale of beta- alanine under our instant release CarnoSyn ® patents and trademark and our
sustained release SR CarnoSyn ® patents and trademark. We own multiple patents and trademarks related to the use of beta-
alanine in food and nutritional supplements. A majority of our revenue and income from this segment is currently derived from
activity related to licensing our patents and other intellectual property associated with instant release beta- alanine, sold under
our trade name CarnoSyn ®. We have five patents for this version of CarnoSyn ®, of which the latest expires in 2026. Our
patent and trademark licensing revenue inereased-decreased from $44-16 . 2 million in fiscal 26242022 to $ +6-8 . 2-7 million
in fiscal 2622-2023 in part due to a general slowdown in the Sports Nutrition sales channel in fiscal year 2023 while fiscal
year 2022 benefited from a recovery of the sports nutrition industry after the reopening of gyms and athletic facilities and
activities in accordance with easing COVID- 19 guidelines for such activities. There is no assurance we will be successful
maintaining our historical CarnoSyn ® instant release beta- alanine sales levels or growing future sales volumes with our
remaining CarnoSyn ® instant release patent estate. If we are not successful it could have a material adverse effect on our
business, results of operations, and financial condition. We believe SR CarnoSyn ® is a superior delivery system for CarnoSyn
® beta- alanine based on its sustained release profile that allows for increased daily dosing and improved muscle retention of
carnosine. Our patents related to SR CarnoSyn ® extend through 2036 and we believe the introduction of SR CarnoSyn ® beta-
alanine is an important step in the further commercialization of our patent estate. There can be no assurance we will be
successful in getting the market to accept this new form of beta- alanine or that we will be successful launching new products
utilizing SR CarnoSyn ® beta- alanine. +3Risks-12Risks Related to Regulations Our products and manufacturing activities are
subject to extensive government regulation, which could limit or prevent the sale of our products in some markets and could
increase our costs. The manufacturing, packaging, labeling, advertising, promotion, distribution, and sale of our products are
subject to regulation by numerous national and local governmental agencies in the U. S. and in other countries. For example, we
are required to comply with certain GMP’ s and incur costs associated with the audit and certification of our facilities. Failure to
comply with governmental regulations may result in, among other things, injunctions, product withdrawals, recalls, product
seizures, fines, and criminal prosecutions. Any action of this type by a governmental agency could materially adversely affect
our ability to successfully market our products and services. In addition, if such governmental agency has reason to believe the
law is being violated (for example, if it believes we do not possess adequate substantiation for product claims), it can initiate an
enforcement action. Governmental agency enforcement could result in orders requiring, among other things, limits on
advertising, consumer redress, divestiture of assets, rescission of contracts, and such other relief as may be deemed necessary.
Violation of these orders could result in substantial financial or other penalties. Any action by a governmental agency could
materially adversely affect our ability and our customers’ ability to successfully market and continue selling the products
involved. Before commencing operations or marketing our products in markets outside the U. S., we are routinely required to
obtain approvals, licenses, or certifications from a country’ s ministry of health or comparable agency. Approvals or licensing
may be conditioned on reformulation of products or even may be unavailable with respect to certain products or product
ingredients. We must also comply with product labeling and packaging regulations that vary from country to country.
Furthermore, the regulations of these countries may conflict with those in the U. S. and with each other. The sale of our products
in certain European countries is subject to the rules and regulations of the European Union, which may be interpreted differently
among the countries within the European Union. The cost of complying with these various and potentially conflicting
regulations can be substantial and could adversely affect our results of operations. During As-a-result-efthe recent COVID- 19
pandemic, our operations were have-beetrsubject to additional laws and regulations imposed by federal, state, and local
governments primarily related to the ability of our employees to come to work and the safety measures that need to be in place in
order for our facilities to remain operational. While we already had robust quality standards and procedures, we have had to
constantly monitor these new regulations and implement additional procedures where necessary, including at times temperature
checks, additional cleaning procedures, allowing administrative personnel to work remotely, etc. New-Recurrence of pandemic
related regulations, or new or expanded regulations , or the reinstatement of pandemic conditions, including any inability to
continue qualifying as an essential business in the event of future government imposed lockdowns could adversely affect our
results of operations. We cannot predict the nature of any future laws, regulations, interpretations, or applications, nor can we
determine what effect additional governmental regulations, when and if adopted, would have on our business. They could
include new or revised requirements or restrictions related to the safe operation of our facilities due to the pandemic, or for the
reformulation of certain products to meet new standards, the recall or discontinuance of certain products, additional compliance
costs or record keeping requirements, expanded or different labeling, and additional scientific substantiation. Any or all of these
requirements could have a material adverse effect on our operations. Possible new tariffs on imported goods from China and



elsewhere could adversely affect our business operations. The United States has implemented increased tariffs on a wide range
of goods and materials imported from China and other governments iradditton-te-tartffs-previoustyimpesed-. These goods
and materials may include products, applications, and ingredients we or our customers require for their products, including
beta- alanine. Our ability to maintain or increase CarnoSyn ® sales and licensing revenue depends on the availability of the raw
material beta- alanine. China and other governments have responded to the implementation of tariffs by the United States by
imposing their own tariffs on certain American products. Continuing or increased tariffs could have a material adverse effect on
our customer’ s businesses, the availability of beta- alanine, and the cost of other raw materials we use in our customer’ s
products. While it is difficult to predict whether or how existing and additional potential tariffs will be imposed, or how tariffs
will impact our business, we believe the imposition of additional tariffs by the U. S. or other governments on products we or our
customers offer for sale, or ingredients we use in the products we manufacture could adversely impact our offerings and our
customers, and could have an adverse impact on the availability of raw materials we purchase including beta- alanine from
Japan. Such results could adversely impact our ability to license our patents and trademarks, our ability to sell beta- alanine, and
our customers’ ability to compete in the marketplace, resulting in reduced demand for our products, and products we
manufacture for our customers. Additional tariffs imposed by any government on beta- alanine could have an adverse impact on
the price we have to pay for beta- alanine and the availability of beta- alanine. Any of these events could have a material adverse
effect on our business and results of operations. +4Risks-13Risks Related to Litigation We could be exposed to product liability
claims or other litigation, which may be costly and could materially adversely affect our operations. We could face financial
liability due to product liability claims if the use of our products results in significant loss or injury. Additionally, the
manufacture and sale of our products involves risk of injury to consumers from tampering by unauthorized third parties or
product contamination. We could be exposed to future product liability claims that include, among others, assertions that: our
products contain contaminants; we provide consumers with inadequate instructions about product use; or we provide inadequate
warning about side effects or interactions of our products with other substances. Even if we were to prevail in any such claims,
the cost of litigation and settlement could be significant. We maintain product liability insurance coverage, including primary
product liability and excess liability coverage. While we expect to be able to continue our product liability insurance, there can
be no assurance we will in fact be able to continue such insurance coverage, or that such insurance coverage will be adequate to
cover any liability we may incur, or that our insurance policies will continue to be available at a cost similar to our cost today, or
even an economically reasonable cost. Additionally, it is possible one or more of our insurers could exclude from our coverage
certain ingredients used in our products. In such event, we may have to stop using those ingredients or rely on indemnification or
similar arrangements with our customers who wish to continue to include those ingredients in their products. A substantial
increase in our product liability risk or the loss of customers or product lines, or the failure of a customer to honor
indemnification agreements could each have a material adverse effect on our results of operations and financial condition. We
may continue to incur significant costs in the course of creating and defending our intellectual property. We may be unable to
protect our intellectual property rights or may inadvertently infringe on the intellectual property rights of others. We possess and
may possess in the future certain proprietary technology, trade secrets, trademarks, trade names, licenses, patents, and similar
intellectual property. We may continue to incur significant patent and trademark litigation costs associated with creating and
defending our intellectual property. During fiscal 26222023 , we incurred approximately $ 0. 2 million in patent litigation and
prosecution expense and expect these expenses to be between $ 0. 1 million and $ 0. 3 million during fiscal 2623-2024 . There is
no assurance we will be able to create new intellectual property, protect our existing intellectual property adequately or that our
intellectual property rights will be upheld. If as we have been in the past, we are again subject to legal proceedings seeking to
invalidate our patent rights, such proceedings or the success of the efforts thereby could have a material adverse impact upon our
financial condition and results of operations. Furthermore, the laws of certain foreign countries may not protect our intellectual
property rights to the same extent as do the laws of the U. S. Additional litigation in the U. S. or abroad may be necessary to
enforce our intellectual property rights, to determine the validity and scope of the proprietary rights of others or to defend against
claims of infringement. Such litigation, even if ultimately determined in our favor, could result in substantial additional costs
and diversion of resources and could have a material adverse effect on our business, results of operations and financial
condition. If infringement claims are asserted against us, we may seek to obtain a license to use the claiming third party’ s
intellectual property rights. There can be no assurance such a license would be available at all or available on terms acceptable
or favorable to us. Risks Related to Insider Ownership and Corporate Structure If certain provisions of our Certificate of
Incorporation, Bylaws and Delaware law are triggered, the market for our shares may decrease. Certain provisions in our
Certificate of Incorporation, Bylaws and Delaware corporate law may discourage unsolicited proposals to acquire our business,
even if such proposals would benefit our stockholders. Those provisions include one that authorizes our Board of Directors,
without stockholder approval, to issue up to 500, 000 shares of preferred stock having such rights, preferences, and privileges,
including voting rights, as the Board of Directors designates. The rights of our common stockholders will be subject to, and may
be adversely affected by, the rights of holders of any preferred stock that may be issued in the future. Any or all of these
provisions could delay, deter or prevent a takeover of our company and could lower the price investors are willing to pay for our
common stock and the number of investors willing to own our common stock. Collectively, our officers and directors own a
significant amount of our common stock, giving them influence over corporate transactions and other matters and potentially
limiting the influence of other stockholders on important policy and management issues. Our officers and directors, together
with their families and affiliates, beneficially owned approximately 28-21 % of our outstanding shares of common stock as of
June 30, 2622-2023 . Approximately 16 % of the outstanding shares of common stock are beneficially owned by Mark LeDoux,
and his family and affiliates. Mr. LeDoux is our Chief Executive Officer and Chairman of the Board. As a result, our officers
and directors, and in particular Mr. LeDoux, could influence such business matters as the election of directors and approval of
significant corporate transactions. +5¥artous-14Various transactions could be delayed, deferred, or prevented without the



approval of stockholders, including the following: * transactions resulting in a change in control; * mergers and acquisitions;
tender offers; ¢ election of directors; and ¢ proxy contests. There can be no assurance that conflicts of interest will not arise with
respect to the officers and directors who own shares of our common stock or that conflicts will be resolved in a manner
favorable to us or our other stockholders. Risks Related to Future Acquisitions We may pursue acquisitions of other companies
that, if not successful, could adversely affect our business, financial condition and results of operations. We may pursue
acquisitions of companies we believe could complement or expand our business, augment our market coverage, provide us with
important relationships or otherwise offer us growth opportunities. Acquisitions involve numerous risks, including the
following: * potential difficulties related to integrating the products, personnel and operations of an acquired company; ¢ failure
to operate efficiently as a combined organization utilizing common information and communication systems, operating
procedures, financial controls and human resources practices; * diverting management’ s attention from other daily operations of
the business; * entering markets in which we have no or limited prior direct experience and where competitors in such markets
have more experience and stronger market positions; ¢ potential loss of key employees of an acquired company; * potential
inability to achieve cost savings and other potential benefits expected from the acquisition; * an uncertain sales and earnings
stream from an acquired company; and ¢ potential impairment charges, which may be significant, against goodwill and
purchased intangible assets acquired in an acquisition due to changes in conditions and circumstances that occur after the
acquisition, many of which may be outside of our control. There can be no assurance that acquisitions we may pursue will be
successful. If we pursue an acquisition but are not successful in completing it, or if we complete an acquisition but are not
successful in integrating an acquired company’ s employees, products or operations successfully, our business, financial position
or results of operations could be adversely affected. General Risk Factors Our-We expect our operating results will vary.
Fluctuations in our operating results may adversely affect the share price of our common stock. Our net sales decreased during
fiscal 2022-2023 as compared to fiscal 2624-2022 , and there can be no assurance our net sales will improve in the near term, or
we will earn a profit in any given year. We experienced a net profit in fiscal 2622-2023 but may incur losses in the future. Our
operating results may fluctuate from year to year and / or from quarter to quarter due to various factors including differences
related to the timing of revenues and expenses for financial reporting purposes and other factors described in this report. At
times, these fluctuations may be 51gn1ﬁcant We currently anticipate generating-pesitive-we will experience a net loss in the
first half of fiscal 2024, nct income in the second half and an overall net loss in fiscal 2623-2024 —a-}t-heugh—t-hefe—ls—ne
assturanee-we-willbe-ableto-de-se-. Fluctuations in our operating results may adversely affect the share price of our common
stock. +66ur-150ur stock price could fluctuate significantly. Stock prices in general can be volatile and ours is no different.
The trading price of our stock may fluctuate in response to the following, as well as other, factors including but not limited to
factors outside of our control: « broad market fluctuations and general economic and / or political conditions;  fluctuations in our
financial results; ¢ relatively low trading volumes; « future offerings of our common stock or other securities; * the general
condition of the nutritional supplement industry; ¢ increased competition; * regulatory action; ¢ adverse publicity; * manipulative
or illegal trading practices by third parties; and ¢ our and our customers’ and suppliers’ products and other public
announcements. The market for our stock has historically experienced significant price and volume fluctuations. There can be no
assurance that an active market in our stock will continue to exist or that the price of our common stock will not decline. Our
future operating results may be below the expectations of securities analysts and investors. If this were to occur, the price of our
common stock could decline, perhaps substantially. From time to time our shares may be listed for trading on one or more
foreign exchanges, with or without our prior knowledge or consent. Certain foreign exchanges may have less stringent listing
requirements, rules and enforcement procedures than the Nasdaq Global Market or other markets in the U. S., which may
increase the potential for manipulative trading practices to occur on such foreign exchanges. These practices, or the perception
by investors that such practices could occur, may increase the volatility of our stock price or result in a decline in our stock
price, which in some cases could be significant. We may not be able to raise additional capital or obtain additional financing if
needed. It is possible our cash from operations could become insufficient to meet our working capital needs and / or to
implement our business strategies. In such an event, there can be no assurance our existing line of credit would be sufficient to
meet our working capital needs, if the line has any credit still available when needed. Furthermore, if we fail to maintain certain
loan covenants, we may no longer have access to our credit line. Under the terms of our credit facility, there are limits on our
ability to create, incur or assume additional indebtedness without the approval of our lender. Our credit line terminates in May
2624-2025 and there is no guarantee we will be able to extend or renew this credit line on favorable terms or at all. We may
consider issuing additional debt or equity securities in the future to fund potential acquisitions or investments, to refinance
existing debt, or for general corporate purposes. If we issue equity or convertible debt securities to raise additional funds, our
existing stockholders may experience dilution, and the new equity or debt securities may have rights, preferences and privileges
senior to those of our existing stockholders. If we incur additional debt, it may increase our leverage relative to our earnings or
to our equity capitalization, requiring us to pay additional interest expenses and potentially lowering our credit ratings. At any
given time, it could be difficult for us to raise capital due to a variety of factors, some of which may be outside of our control,
including a tightening of credit markets, overall poor performance of stock markets, and / or an economic slowdown in the U. S.
or other countries, or in the businesses of our customers. There is no assurance we would be able to market such security
issuances on favorable terms, or at all, in which case, if we did not have any alternate funds we might not be able to develop or
enhance our products, execute our business plan, take advantage of future opportunities, respond to competitive pressures or
meet unanticipated customer requirements. Our inability to raise additional capital or to obtain additional financing if needed
could negatively affect our ability to implement our business strategies and meet our goals. This, in turn, could adversely affect
our financial condition and results of operations. +AFEM-16ITEM 2. PROPERTIES This table summarizes our facilities as of
June 30, 2622-2023 . We believe our facilities are adequate to meet our operating requirements for the foreseeable future. Lease
Square Expiration Location Nature of Use Sequare-Feet How Held fease-Exptration-Date Vista, CA USA (1), (2)



Manufacturing, warehousing, packaging and distribution 162, 000 Leased Marek-August 2624-2034 Manno, Switzerland (3)
Manufacturing, warechousing, packaging and distribution 95, 990 Leased December 2032 Manno, Switzerland (4) Warehousing
30, 892 Leased December 2823-2024 Carlsbad, CA USA (5) Corporate headquarters 20, 981 Owned N / A Carlsbad, CA USA
(6) Powder filling, packaging, distribution and storage $54-67 , +54-453 Owned N / A (1) This facility is used by NAI for its
private- label contract manufacturing segment. (2) At this facility we use approximately 93, 000 square feet for production, 60,
000 square feet for warehousing and 9, 000 square feet for administrative functions. In July 2023, NAI executed an extension
to the lease covering this facility effective April 1, 2024 and extends the lease through August 31, 2034. (3) This facility is
used by NAIE in connection with our private- label contract manufacturing segment. In May 2022, NAIE executed an extension
to the lease covering this facility that is effective January 1, 2023 and extends the lease through December 31, 2032. (4) This
facility is used by NAIE for additional warchouse storage. (5) We purchased the-our Carlsbad faethity, Callforma corporate
headquarters in March 2016. (6) We puarehased-acquired this facility in August 2021 ;-and retrofitted are-presently-eonverting
it into a dedicated high - volume powder blending and packaging facility with addittenal-supplementary raw material storage
eapaeity-. We-expeet-this-This facility became operational in April 2023, however it is scheduled to be eperattonal-by-mid-
fiseal-2623-temporarily closed soon due to a current customer holding off on further purchases while absorbing excess
inventory . ITEM 3. LEGAL PROCEEDINGS From time to time, we become involved in various investigations, claims and
legal proceedings that arise in the ordinary course of our business. These matters may relate to intellectual property, product
liability, employment, tax, regulation, contract or other matters. The resolution of these matters as they arise will be subject to
various uncertainties and, even if such claims are without merit, could result in the expenditure of significant financial and
managerial resources. While unfavorable outcomes are possible, based on available information, we generally do not believe the
resolution of these matters, even if unfavorable, will result in a material adverse effect on our business, consolidated financial
condition, or results of operations. Our evaluation of the likely impact of these actions could change in the future and we could
have unfavorable outcomes we do not expect. An unexpected settlement expense or an unexpected unfavorable outcome of a
matter could adversely impact our results of operations. As of September 2420 , 2022-2023 , neither NAI nor NAIE were a
party to any material pending legal proceeding nor was any of our property the subject of any material pending legal proceeding.
We are currently involved in several matters in the ordinary course of our business. There is no assurance NAI will prevail in
any litigation matters or that litigation expenses will not be greater than anticipated. ITEM 4. MINE SAFETY DISCLOSURES
Not applicable. H8PART-17PART II ITEM 5. MARKET FOR OUR COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES Market Information Our common stock trades on the
Nasdaq Global Market under the symbol “ NAII. ” Below are the high and low sales prices of our common stock as reported on
the Nasdaq Global Market for each quarter of the fiscal years ended June 30, 2023 and 2022 and-2024: Fiscal 2023 Fiscal 2022
Fiseal 202+-High Low High Low First Quarter $ 12. 60 $ 8.38 $ 19. 15 § 13. 50 $8:23-$-6-52-Sccond Quarter $9.84 $ 7. 04 §
14.47 § 12. 49 $340-99-$F-40-Third Quarter $ 10. 12$7.95$ 13. 62 § 10. 68 $4+7-66-$1+6-66-Fourth Quarter $ 9.44 $ 6. 97
$11.73 8 8. 91 $48-20-514296-Holders As of September 26-19 , 2022-2023 . there were 181 appreximately185-stockholders
of record of our common stock. On that same date, the last sales price of our common stock as reported on NASDAQ was $ ++
6 . 56-36 per share. Dividends We have never paid a dividend on our common stock and we do not intend to pay a dividend in
the foreseeable future. Our current policy is to retain all earnings to provide funds for operations and future growth.
Additionally, under the terms of our credit facility, we are precluded from paying a dividend while such facility is in place
without a waiver from our lender. Recent Sales of Unregistered Securities During the fiscal year ended June 30, 2622-2023 , we
did not sell any unregistered securities. Repurchases During the quarter ended June 30, 20222023 , we did not repurehased--

repurchase any 3—7’—395—shares of our common stock at—a—tef&l—eest—ef—&;—e— 4ﬂﬂieﬁ—€mehidtng—eeﬁnﬁss&ens—aﬂd-&aﬂsaeﬁeﬂ

-1—7—8-32—’Peta1—37—3‘95—37—3‘95—$—1—999—1-9-Eqﬁ&y= Equlty Compensatlon Plan Informatlon The followmg table sets forth

information regarding outstandmg optlons and shares reserved for future issuance under our ex1st1ng equ1ty Compensanon plans
asofJune30 %92%2023 ; soryN e hares efssted-Upen d

v ere e anding-Op Marrants;-and Rights-Number ofShares Remalnlng
Avallable Welghted- for Future Number of Average Issuance Shares Exerc1se Under Equity to be Issued Price
Compensation Upon of Plans Exercise of Qutstanding (Excluding Outstanding Options, Shares Options, Warrants,
Reflected in Warrants, and Column Plan Category and Rights Rights (2)) (a) (b) (c) Equity compensation plans approved by
stockholders — $ — 472-349 | 377 Equity compensation plans not approved by stockholders N/A N /A N /A Total —$ —
472-349 , 377 ITEM 6. SELECTED FINANCIAL DATA As a smaller reporting company, we are not required to provide Item
6 disclosure in this Annual Report. 20HFEM-18ITEM 7. MANAGEMENT’ S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATION The following discussion and analysis is intended to help you
understand our financial condition and results of operations as of June 30, 2023 and 2022 and2024-and for each of the last two
fiscal years then ended. You should read the following discussion and analysis together with our audited consolidated financial
statements and the notes to the consolidated financial statements included under Item 8 in this report. Our future financial
condition and results of operations will vary from our historical financial condition and results of operations described below
based on a variety of factors. You should carefully review the risks described under Item 1A and elsewhere in this report, which
identify certain important factors that could cause our future financial condition and results of operations to vary. Executive
Overview The following overview does not address all of the matters covered in the other sections of this Item 7 or other items
in this report or contain all of the information that may be important to our stockholders or the investing public. You should read




this overview in conjunction with the other sections of this Item 7, the financial statements and accompanying notes, and this
report. Our primary business activity is providing private- label contract manufacturing services to companies that market and
distribute vitamins, minerals, herbs and other nutritional supplements, as well as other health care products, to consumers both
within and outside the U. S. Historically, our revenue has been largely dependent on sales to two or three private- label contract
manufacturing customers and subject to variations in the timing of such customers’ orders, which in turn is impacted by such
customers’ internal marketing programs, supply chain management, entry into new markets, new product introductions, the
demand for such customers’ products, and general industry and economic conditions. Our revenue also includes raw material
sales, royalty and licensing revenue generated from our patent estate pursuant to license and supply agreements with third parties
for the distribution and use of the ingredient known as beta- alanine sold under our CarnoSyn ® and SR CarnoSyn ®
trademarks. A cornerstone of our business strategy is to achieve long- term growth and profitability and to diversify our sales
base. We have sought and expect to continue to seek to diversify our sales by developing relationships with additional, quality-
oriented, private- label contract manufacturing customers, and commercializing our patent estate through sales of beta- alanine
under our CarnoSyn ® and SR CarnoSyn ® trade names, royalties from license agreements, and potentially additional contract
manufacturing opportunities with licensees. During fiscal 2622-2023 , our consolidated net sales were 4-10 % lower than in
fiscal 26242022 . Private- label contract manufacturing sales deereased 6 % prlmdnly due to -lewer—sa-les—te—reduced orders
from several of our fargest-larger eustomer-customers —Sa A d ;
with-a-majority-of the-deerease-associated with amnrtheir efforts to reduce excess on- hand nv entOIy feéueﬁen—pfegr&m—mes&y
related-. Sales were also negatively impacted by Euro to theirEuropeanbusiness-USD exchange rates. Our foreign
currency exchange rates as applied to sales denominated in Euro decreased to a weighted average of 1. 13 EUR / USD in
fiscal 2023 compared to a weighted average of 1. 18 EUR / USD in fiscal 2022 . The decrease in sales to these eurtargest
enstomer-customers was partially offset by increased sales to our largest other-existing-eustomers-and-a-new-customer . Sales
to this customer increased 66 % in fiscal 2023 as compared to fiscal 2022 . Revenue concentration from our largest private-
label contract manufacturing customer as a percentage of our total net sales deereased-te-was 40 % in fiscal 2023, and revenue
concentration from our largest private- label contract manufacturing customer as a percentage of total net sales in fiscal
2022 was 32 % irfiseal2022-from-5+%in-fiseal 202+ During We-expeet-thispereentage-to-rematmreonsistentin-fiscal 2023 -
During-fiseal 2622~ patent and trademark licensing revenue inereased-decreased +4-46 % to $ +6-8 . 2-7 million as compared to
$44-16 .2 1n11110r1 for fiscal %92—1—2022 The -rnefease—decrease n patent dnd tmdemark l1cens1ng revenue was primarily due to
; ; ; e-existing customers
related-as a result of market and 1nﬂatlonary factors along w1th a general slowdown in part-the Sports Nutrition sales
channel. Included in the market factors, fiscal 2022 benefited from a ramp up of Sports Nutrition sales activity due to

eas1ng COVID restrictions on athletic activ mes and-gyms-reopeninginraceordanee-with no corresponding easing-COVID—9
as-eompared z ; tettons-in-a te-a "'act1v1ty-rn—t-l=re—pﬂei=yea-r—\¥e—beheve—t-he

in research and dev elopment for our SR C drnoSyn ® sustdmed release delivery system We beheve SR CdmoSyn ® may
provide a unique opportunity within the growing Wellness and Healthy Aging markets. We believe our efforts to refine our
formulations and product offerings will be positively received and result in significant opportunity for increased SR CarnoSyn
® sales. As part of this commercialization effort, we have recently introduced two new SR CarnoSyn ® Wellness tablet
products — Complete Vision Support and Complete Memory Support. These new offerings are condition- specific tablet
products that include SR CarnoSyn ® as the primary ingredient along with other science- backed ingredients that
strengthen the claims and marketing around the product and are more recognizable to the consumer. These new
products are being offered both as business- to- business private label products and direct to the consumer through
Amazon and our own direct to consumer website. In addition, we are also working on several innovations that could lead
to new patentable products for CarnoSyn ® Brands in the future. To protect our CarnoSyn ® business, we incurred
litigation and patent compliance expenses of approximately $ 0. 2 million during fiscal 2023 and $ 0. 2 million during fiscal
2022 and-$+. Our 2-million-duringfiseal 2024-—The-deercaseinrthese-lcgal expense associated with our CarnoSyn ®
business has remained low as we have no active litigation and the current run- rate of expenses is eﬂ—a—year—ever—year—basis
was-primarily due-related to maintenance t-he—stteeessful—rese-ltttteﬁ—of several—eases—ﬂ%&t—wefe—setﬁed—\\le—etﬁeﬂ&y—e*peet—
htigatienrand-patent and trademark estate phi rred

ability to maintain or further increase our beta- alanine royalty and l1cens1ng revenue will depend in lcnge part on our dblllty to
develop a market for our sustained release form of beta- alanine marketed under our SR CarnoSyn ® trademark, maintain our
patent rights, the availability and the cost of the raw material when and in the amounts needed, the ability to expand distribution
of beta- alanine to new and existing customers, and continued compliance by third parties with our license agreements and our
patent, trademark and other intellectual property rights. During fiscal 2623-2024 , we will continue our sales and marketing
activities to consumers, customers, potential customers, and brand owners on multiple platforms to promote and reinforce the
features and benefits of utilizing CarnoSyn ® and SR CarnoSyn ® beta- alanine. 24Based-190n August 16, 2023, we
announced the temporary closure of our new high- speed powder processing facility in Carlsbad, California due to
excess inventory on ew order+o b hand at one of fereeasts-we-havereeetved-fromrour

largest eustomers— customer —we—a-nt-tetpate— s and thelr efforts to rebalance supply and demand. As a result of this
temporary closure sixty- day notice was provided to all employees who may be furloughed starting in early October
2023. We expect th1s faclllty w1ll re- open and our prior level of operatlons w1ll resume late in our thlrd fiscal quarter of




%mpaet—e—ﬁeeﬂ&ﬂtﬁﬁg—i&ﬂ&ﬁeﬂaﬂkpfessufes#hefe—can be no assurance ettﬁexpeeta-t—teﬁs—thls customer will fesu-l-t—resolve its
supply and demand issues in the timeframe expected, or what level of business we will have with this customer when the
they purchase from us in the future. If this customer is unable to resolve its inventory issues in this timeframe, or our
sales forecast is not realized we will likely experience a continuing material decrease in revenues during fiscal year 2024.
Subject to this uncertainty, and our overall sales forecast, we currently antieipated- anticipate we will experience a net
loss in the first half of fiscal 2024, net income in the second half and an overall net loss in fiscal 2024. During fiscal 2024,
we plan to continue our focus on: ¢ Leveraging our state- of- the- art, certified facilities to increase the value of the goods
and services we provide to our highly valued private- label contract manufacturing customers, and assist us in net
developing relationships with additional quality- oriented customers; * Expanding the commercialization of our beta-
alanine patent estate through raw material sales , developing a new sales distribution channel under the Wellness and
Healthy Aging category or-for our sustained release form of beta- alanine marketed under our SR CarnoSyn ®
trademark, exploiting new contract manufacturing opportunities, license and royalty agreements, and protecting our
proprietary rights; and ¢« Improving eperating-operational ineomelevels-efficiencies and managing costs and business
risks to improve profitability . Impact of COVID- 19 on Our Business The COVID- 19 pandemic hasresulted ;andistikelyte
eontinte-to-result-in significant economic disruption and may have some has-and-witHikely-eontinte-to-affeet-effect on our

business in —Signifieant-uneertainty-exists-coneerning-the magnitade-of future. Our facilities, located both in the tmpaet
Umted States and Europe, mamtalned operatlons throughout the dumtlon of the C OVID 19 pandemu —Our-faeilities;

ﬂSkS—te—l-ﬂ‘l-pfOVG—pfeﬁtabﬂﬁ'y— Dlscusuon ot (rmcal Auountmo Estlmdtes We have 1dent1tled the follo“mg as our most critical
accounting estimates, which are those that are most important to the portrayal of our financial condition and results, and that
require management’ s most subjective and complex judgments. Information regarding our other significant accounting
estimates and policies are disclosed in Note A, Organization and Summary of Significant Accounting Policies, of the notes to
the consolidated financial statements. Revenue Recognition — Revenue is measured as the net amount of consideration
expected to be received in exchange for fulfilling one or more performance obligations. For certain contracts with volume
rebates, our estimates of future sales used to assess the volume rebate estimates are subject to a high degree of judgement and
may differ from actual sales due to, among other things, changes in customer orders and raw material availability. 22Results
20Results of Operations The following table sets forth selected consolidated operating results for each of the last two fiscal
years, presented as a percentage of net sales (dollars in thousands). Fiscal Year Ended June 30, 2622-2023 June 30, 26212022
Increase (Decrease) Private- label Contraet manufacturing $ 145,294 % $ 154, 798 % $ +64:34H0-%$-(9, 542-504 ) (6) % Patent
and trademark licensing 8, 721 % 16, 168 % +4-(7 , 216-%61-958-447) (46) % Total net sales 154, 015 % 170, 966 % +78;526
26-(F16 , 554951 ) (410 ) % Cost ot goods sold 135, 857 % 140, 457 % +48:-678%( +4 , 621600 ) ( 5-3 ) % Gross profit 18,
158 % 30, 509 % 36-(12 , 442-%-351) (40) % Sclling, general & administrative expenses 13, 445 % 16, 830 % +6-(3 , 76-%
385) (20) % Income from operatlons 4,713 % 13, 679 %4138 , 672%-966) (66) °6 Other (loss), net (1, 158) (1) % (20) (0) %
(1, 138 S4H-H%1H-52999-) % Income before income taxes 3, 555 % 13, 659 % 42-(10 , +25-%1-534-104) (74) % Provision
for income taxes 1,033 % 2., 947 % ( 1, 357%345;-596-914) (65) % Net income $ 2,522 % $ 10, 712 % $ +08;768-9%%-( 568,
190 ) (+76 ) % Private- label contract manufacturing sales decreased 6 % primarily due to reduced orders from several
of our larger customers associated with their efforts to reduce excess on- hand inventory. Sales were also negatively



impacted by Euro to USD exchange rates. Our foreign currency exchange rates as applied to sales denominated in Euro
decreased to a weighted average of 1. 13 EUR / USD in fiscal 2023 compared to a weighted average of 1. 18 EUR / USD in
fiscal 2022. The decrease in sales to these customers was partially offset by increased sales to our largest customer. Sales
to this customer increased 66 % in fiscal 2023 as compared to fiscal 2022. Revenue concentration from our largest
private- label contract manufacturing customer as a percentage of our total net sales was 40 % in fiscal 2023, and
revenue concentration from our largest private- label contract manufacturing customer as a percentage of total net sales
in fiscal 2022 was 32 %. Net sales from our patent and trademark licensing segment inereased-decreased +4-46 %0 during fiscal
%92—2—2023 The -rnefease—decrease n patent dnd tmdemark llcensmg revenue was primarily due to a decrease in orders from

g ; Ats-to-cxisting customers related-as a result of market
and 1nﬂat10nary factors along w1th a general slowdown in part-the Sports Nutrition sales channel. Included in the market
factors, fiscal 2022 benefited from a ramp up of Sports Nutrition sales activity due to easing COVID restrictions on

athletic activ mes &ﬂd—gyms—reepemﬂg—m—&eeer&aﬁee—\x ith no correspondmg e&smg—G@XH—B—l—%stﬂeﬁeﬂs—&efess—ﬂ%e—U-SA—as

antietpate-these-salestevels rormatize-toh ea rre-in hsull 2023. The Chanae in gross profit margin f01 the year
ended June 30, %922—2023 was as follows: Percentage Change Contract manufacturing (1) (63 . 9 ) Patent and trademark
licensing (2) +(2 . +2) Total change in gross profit margin 6-(6 . -1) 1 Private- label contract manufacturing gross profit margin
contribution decreased 93 . 9 percentage points in fiscal 2622-2023 as compared to fiscal 20242022 . The decrease in gross
profit as a percentage of sales for private- label contract manufacturing is primarily due to lower sales and unfavorable sales
mix, increased costs related to labor, utilities, operating supplies, freight and other costs resulting in an increase in per -
unit manufacturing costs . Included in the increased labor costs for the fiscal 2023 is a restructuring charge of
approximately $ 350, 000 due to a workforce restructuring plans completed during the year. These factors were partially
offset by faverable-produet-a § 2. 2 million Employee Retention Tax Credit (“ ERTC ) recorded in fiscal 2023. In March
2020, the Coronavirus Aid, Relief, and eustomer-satesmix-Economic Security Act was signed into law, providing
numerous tax provisions and other stimulus measures, including the ERTC. The Tax Payer Certainty and Disaster Tax
Relief Act of 2020 and the American Rescue Plan Act of 2021 extended the availability of the ERTC. Under these
expanded measures, we determined during fiscal 2023 that we qualified for the ERTC for the first three quarters of
calendar 2021 and do not expect any further benefit to subsequent periods . 2 During fiscal 26222023 , patent and
trademark licensing gross profit margin contribution irereased-decreased +-2 . +2 percentage points as compared to fiscal 262+
2022 . The inerease-decrease in margin contribution during the year ended June 30, 2022-2023 was primarily due to nereased
decreased patent and trademark licensing net sales as a percentage of total consolidated net sales, as patent and trademark
llcensmg hlstorlcally prov1des higher proﬁt margms than our prlvate- label contract manufacturing business average
A gard 0 ams-. Selling, general and administrative expenses were

-ﬂat—decreased $ 3 4 mllllon, or 20 % to $13.5 mllllon in ﬁscal 2023 as compared to $ 16. 8 million in fiscal 2022 as

. & The decrease year over year includes a $ 1. 3 million benefit recorded related to our
ERTC filing, a $ 1. 4 million bad debt recovery associated with a settlement we agreed to with a former customer whose
balance was written- off in a prior year, and favorable salary costs . Other loss, net, deereased-increased $ 1. 5-1 million
during fiscal 2622-2023 as compared to fiscal 2024-2022 . The deereases-were-increase is primarily due-to-favorable-fiseal 2622
foreign-exchangerevaluationaetivity-associated with increased expenses related to our CHF balance sheet and-the

flaetuations-irunhedged—-- hedge and interest expense related foreignenrreney rates-wheneompared-to the-same-aetivityin
fiseal-202+-usage of our line of credit . Our income tax expense tnereased-decreased $ 1. 6-9 million during fiscal 2622-2023

as compared to fiscal 2624-2022 . The decrease is primarily due to a reduction in pre- tax income, which was partially
offset by a higher effective tax rate . The increase in effective tax rate was primarily driven by changes due-to-diserete-tax
benefititems-reeorded-in fiseal2624-apportionment allocation of income to state jurisdictions and an increase in the
Global Low- Taxed Intangible Income associated with our Swiss operations no-eerresponding-diserete-tax-benefits-recorded
iseal2022-. 23Liquidity-21Liquidity and Capital Resources Our primary sources of liquidity and capital resources are cash
flows provided by operating activities and the availability of borrowings under our credit facilities. Net cash provided by
operating activities was $ ++7 . 9-0 million in fiscal 2022-2023 compared to net cash provided by operating activities of $ 26-11
.89 million in fiscal 20242022 . At June 30, 2622-2023 , changes in accounts receivable, consisting primarily of amounts due
from our private- label contract manufacturing customers and our patent and trademark raw material sales activities, provided $
11. 8 million in cash compared to providing $ 0. 6 million in fiscal 2022. The increase in cash provided eernp&red—te—uﬁﬂg%
O-8-mitionin-fiseal 2024—The-ehangeinreashised-by accounts receivable during fiscal 2022-2023 primarily resulted from
timing of sales and the related collections at-the-end-of fiseal-2022-as-eompared-to-fiseal 202+ Days sales outstanding tnereased
decreased to 29 days during fiscal 2023 compared to 38 days during fiscal 2022 eempared—te—%é—éays—dﬂrmg—ﬁsea-l—}e%l—
primarily due to customer sales mix and timing of sales and the related collections. Inventory used-provided $ 5-2 . 5-8 million
in cash during fiscal 2023 compared to using $ 5. 5 million in fiscal 2022 eompared-to-providing-$1-—-0-milhon-infiseal 202+
The change in cash activity from inventory was primarily related to the difference in the amount and timing of orders sates-at
the-end-offiseal2022-and anticipated sales in for-the-beginning-offiscal year 2023 as compared to the-same-drivers-at-the-end
offiscal year 2624-2022 . Changes in accounts payable and accrued liabilities previded-used $ 3-8 . +-6 million in cash during
fiscal 2822-2023 compared to providing $ 3. | —9-million during fiscal 2624-2022 . The change in cash flow activity related to
accounts payable and accrued liabilities is primarily due to the timing of inventory receipts and payments. Cash used in
investing activities in fiscal 26222023 was $ 26-13 . 5 million compared to $ 26. 5 —6-million in fiscal 26242022 . The primary
reason for the change was due to the purchase of a new manufacturing and warehouse facility in Carlsbad, California in €A




during-the-first-quarter-of-fiscal 2022 along-while fiscal 2023 included capital improvement costs and equipment purchases
associated with the expenditares-made-related-te-otr-on- going efforts-project to retrofitthis-improve the new facility with-to
become a high capaclty powder processing and storage facility and-proeessing-eapabilities-. Cash previded-by-used in
financing activities in fiscal 2622-2023 was $ 1. 8 million, compared to $ 4. 3 million provided ;eempared-to-$t4—-milten
used--fiseal202+—The-aetivity-in fiscal 2022 . The change in financing activities includes a reduction of stock repurchase
activity, which totaled $ 1. 5 million in fiscal 2023 as compared to $ 5. 5 million in fiscal 2022. Fiscal 2022 also included $
10. 0 million in borrowings used to finance a portion of the purchase of our new manufacturing and warehouse facility in

Carlsbad Callforma GA—&nd—tfeasufy—sfeelﬁepufehases—whﬂe ﬁscal %92—1—2023 dld not -rne%uded» mclude t-feasufy—sfeek

bttsmess—wrt-h—hqmd-r&eﬂt—e#&n—any such borrowmgs abundanee i D—9-pandern te-cherrt 3

. At June 30, 2022-2023 , we had no outstanding balances due on our hne of credlt and had $ 20. 0 million avallable Wlth thl%
loan facility and we owed $ 9. 8-5 million on a term loan that was borrowed as part of the purchase of our new Carlsbad
manufacturing facility in August 2021. At June 30, 2624-2022 we had no outstanding balances due and $ 20. 0 million available
in connection with our loan facility. During fiscal %92%2023 we were in Comphance Wlth all of the ﬁnanc1al and other
covenants required under our Credlt Agreement. Refe en

—As of June 30, %92—2—2023 we had $ 2—1—13 8—6 m11110n in ca%h and Caih equwalenti of

these amounts, $ +7-12 . 8-2 million of cash and cash equivalents were held by NAIE. Overall, we believe our available cash,
cash equivalents, potential cash flows from operations, and our credit facility will be sufficient to fund our current working
capital needs and capital expenditures through at least the next 12 months . As a result of reduced sales overall, and the
impact of temporary closure of our Carlsbad California high- speed powder processing facility, we anticipate we will not
be able to comply with all of the covenants required under the Credit Agreement in the second quarter of fiscal 2024. We
have advised the lender and are currently negotiating a potential revised credit facility. There can be no assurance we
will be able to successfully complete the negotiation of a revised credit facility, or what the differences in amount, cost
and other factors may be. Please see Note F in Item 8 of this report for terms of our credit facility . Off- Balance Sheet
Arrangements As of June 30, 2622-2023 , we did not have any significant off- balance sheet debt nor did we have any
transactions, arrangements, obligations (including contingent obligations) or other relationships with any unconsolidated entities
or other persons, in each case that have or are reasonably likely to have a material current or future effect on our financial
condition, changes in financial condition, results of operations, liquidity, capital expenditures, capital resources, or significant
components of revenue or expenses material to investors. Inflation During fiscal 26222023 , we experienced price increases in
product raw material and operational costs related to inflationary pressures. We currently believe increasing raw material and
product cost pricing pressures will continue throughout fiscal 2623-2024 as a result of limited supplies of various ingredients,
the effects of higher labor and transportation costs, rising interest rates, higher global fuel and energy costs, and the continued
impact of COVID- 19. We anticipate current inflation rates will have a negative impact on our fiscal 2623-2024 operations and
we are monitoring the drivers and working with suppliers and customers to mitigate the impact on our results. 24Reeent---
Recent Accounting Pronouncements A discussion of recent accounting pronouncements is included under Note A in the notes
to our consolidated financial statements which are included under Item 8 of this report. ITEM 7A. QUANTITATIVE AND
QUALITATIVE DISCLOSURES ABOUT MARKET RISK As a smaller reporting company, we are not required to provide
Item 7A disclosure in this Annual Report. 25HEM-22ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY
DATA Report of Independent Registered Public Accounting Firm To the Board of Directors and Stockholders of Natural
Alternatives International, Inc. Opinion on the Consolidated Financial Statements We have audited the accompanying
consolidated balance sheets of Natural Alternatives International, Inc. (the “ Company ) as of June 30, 2023 and 2022 and-262+
, and the related consolidated statements of operations and comprehensive income, stockholders’ equity and cash flows for each
of the two years in the period ended June 30, 20222023 , and the related notes (collectively referred to as the ““ consolidated
financial statements ). In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Company as of June 30, 2023 and 2022 ard-282+, and the consolidated results of its
operations and its cash flows for each of the two years in the period ended June 30, 2022-2023 , in conformity with accounting
principles generally accepted in the United States of America. Basis for Opinion These consolidated financial statements are the
responsibility of the Company’ s management. Our responsibility is to express an opinion on the Company’ s consolidated
financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) (“ PCAOB ) and are required to be independent with respect to the Company in accordance
with the U. S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and
the PCAOB. We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the consolidated financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of
its internal control over financial reporting. As part of our audits, we are required to obtain an understanding of internal control
over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’ s internal control
over financial reporting. Accordingly, we express no such opinion. Our audits included performing procedures to assess the
risks of material misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures
that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures
in the consolidated financial statements. Our audits also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. We
believe that our audits provide a reasonable basis for our opinion. Critical Audit Matter The critical audit matter-matters
communicated below are 1s-a-matter-matters arising from the current- period audit of the consolidated financial statements that




were communicated or required to be communicated to the audit committee and that (1) relate to accounts or disclosures that are
material to the consolidated financial statements and (2) involved our especially challenging, subjective, or complex judgments.
The communication of this-these critical audit matter-matters dees-do not alter in any way our opinion on the consolidated
financial statements, taken as a whole, and we are not, by communicating the critical audit matter-matters below, providing
separate opinions on the critical audit matter-matters or on the accounts or disclosures to which #-they relates— relate . Revenue
Recognition — Refer to Note A to the Consolidated Financial Statements Critical Audit Matter Description The Company
recognizes revenue upon transfer of control of promised products to customers in an amount that reflects the consideration the
Company expects to receive in exchange for those products. The Company may-enter-enters tte-certain customer supply
contracts that contain unique, customer- specific terms and conditions -that results in variable consideration yasweH-as

mu-l-tﬂa{e—peffefm&ﬂee—ebhg&ﬁeﬁs— For such contracts, elgmhcant 1nterpretat10n may be requued to determlne the ﬁppfepﬂa’fe

nt-the tlmmg of recognltlon {-he—trfa-rrsfeﬁef—eeﬂt-fe-l-ef

mised-g FRane gattons;estimates-of variable consideration . Variable and-agent-versus
pf'rnerpa-l—conqlderatlon 1ncludes volume- related and other discounts and pricing concessions . 2664 Our assessment of
managements— management ' s evaluation of the above referenced matters related to proper revenue recognition is significant
to our audit because the amounts are material to the conseolidated financial statements, the assessment process involves
significant judgment, and the application of U. S. generally accepted accounting principles in this area is complex. Hew-23How
the Critical Audit Matter Was Addressed in the Audit Our principal audit procedures related to the Company’ s revenue
recognition for customer contracts that include variable consideration included the following: @ We evaluated the
appropriateness of management’ s revenue recognition policies. ® We tested the mathematical accuracy of management’ s

calculations of revenue , including variable consideration, and the associated timing of revenue recognized in the consolidated

financial statements. ® We selected a sample of revenue transactions with variable consideration and performed the following
procedure@ 0 Obtained and read contracts and other source documents for each selection rinetading master-agreements;

ehas At her-doeuments-th he-etstome . 0 Tested management’ s identification and
treatment of the key contract terms, 1nclud1ng pelformance obhgatlom and variable consideration. o Evaluated the
appropriateness of management' s application of the Company’ s accounting policies, along with their use of estimates, in the
determination of revenue recognition conclusions . Employee Retention Credits — Refer to Note A to the Consolidated
Financial Statements Critical Audit Matter Description The Company applied for Employee Retention Credits (“ ERCs
) as provided for by provisions of the Coronavirus Aid, Relief and Economic Security Act (“ CARES Act ). ERCs
related to eligible quarterly periods in fiscal 2021 aggregated a net amount of $ 3, 477, 526, for which the Company
submitted its amended payroll tax returns during the fiscal year ended June 30, 2023. How the Critical Audit Matter
Was Addressed in the Audit Our principal audit procedures related to the Company’ s eligibility for ERCs included the
following: ® We obtained an understanding of the provisions of the ERCs, as afforded by the CARES Act and notices
published by the IRS. ® We evaluated management’ s analysis supporting the Company’ s eligibility to receive the ERCs,
including documentation from external legal counsel. ® We corroborated key information used by management to
determine the amount of ERCs, including employee attendance records and payroll and personnel data. ¢ We examined
the Company’ s amended payroll tax returns filed with the IRS . /s / HASKELL & WHITE LLP We have served as the
Company’ s auditor since 2014. Irvine San-Biege-, California September 21, 2622-2023 27Consolidated-24Consolidated
Balance Sheets As of June 30 (Dollars in thousands, except share and per share data) 2023 2022 2024-Assets Current assets:
Cash and cash equivalents $ 13, 604 $ 21, 833 $32,433-Accounts receivable — less allowance for doubtful accounts of $ 23 at
June 30, 2023 and $ 3, 383 at June 30, 2022 7 and-$3-, 022 527-atFune30,202+-17, 422 +7,946-Inventories, net 29, 694 32,
475 27-0686-Income tax receivable 305 67 45-095-Forward contracts 390 3, 144 —Prepaids and other current assets 5, 995 1,
805 Z3+68-Total current assets §7, 010 76, 746 80;348-Property and equipment, net 53, 841 44, 573 22;27-Operating lease
right- of- use assets 20,369 21, 701 4587+ Deferred tax asset — noncurrent 355 — 244-Other noncurrent assets, net 2, 577 2,
983 ;-5 -Total assets $ 134, 152 § 146, 003 $1420,283-Liabilities and Stockholders” Equity Current liabilities: Accounts
payable $ 7, 778 $ 16, 185 $1H1;-893-Accrued liabilities 2, 409 2, 787 2544+-Accrued compensation and employee benefits 2,
246 3, 673 4:-584-Customer deposits 317 140 +Short- term liability — operating leases 2 , 724448 634 Income taxes payable
374 174 619-Ferward-eontraets—-8+4-Mortgage note payable, current portion 312 302 —Total current liabilities 15, 884 23,
895 261+-22-072-1 ong- term liability — operating leases 22-18 , 84716-965 21 , 413 481 Noneurrent-forward-eontraets—4
Long- term pension liability 339 344 394-Deferred tax liability — 1, 220 —Mortgage note payable, net of current portion 9,
2059, 493 —Income taxes payable, noncurrent 987 1, 118 45256-Total liabilities 45,380 57, 483 40;498-Commitments and
contingencies (Notes D, F, H, J and M) Stockholders’ equity: Preferred stock; $. 01 par value; 500, 000 shares authorized; none
issued or outstanding — — Common stock; $. 01 par value; 20, 000, 000 shares authorized at June 30, 2022-2023 and June 30,
2024-2022 , issued and outstanding (net of treasury shares) 6, 073, 813 at June 30, 2023 and 6, 129, 611 at June 30, 2022 91
and-6,436,568atJune 30, 202480 88-Additional paid- in capital 31, 436 30, 423 29;456-Retained carnings 80, 183 77, 661 665
949-Treasury stock, at cost, 3, 864240 , 795-593 shares at June 30, 20222023 and 23 , 567061 , 797795 at June 30, 2024+
2022 (22, 855) (21, 352 345;849-) Accumulated other comprehensive income (83) 1, 699 £56H-Total stockholders’ equity 88,
772 88, 520 80;-683-Total liabilities and stockholders” equity $ 134, 152 $ 146, 003 $428;284-Sce accompanying notes to
consolidated financial statements. 28Censelidated-25Consolidated Statements of Operations And-and Comprehensive Income
For the Years Ended June 30 (Dollars in thousands, except share and per share data) 2023 2022 2824-Net sales § 154, 015 $ 170,
966 $178;-520-Cost of goods sold 135, 857 140, 457 +48:078-Gross profit 18, 158 30, 509 39;442-Other selling, general and
administrative expenses 14, 869 16, 950 +6;:982-Recoveries of yprovistenfer-uncollectible accounts receivable ( 4+26-1, 424 ) (
432120 ) Income from operations 4, 713 13, 679 43;-672-Other income (expense): Interest income — Interest expense ( §3-451




) (H8-83 ) Foreign exchange gain-(loss) gain ( 658 ;469-) Other, net ( 55-82 ) (2455 ) Total other expense ( 26-1, 158 ) ( 20
+-547) Income before income taxes 3, 555 13, 659 +2,425-Provision for income taxes 1, 033 2, 947 ;357 Net income $ 2, 522
$ 10, 712 $36,768-Change in minimum pension liability, net of tax $ $ Unrealized (loss) gain resulting from change in fair
value of derivative instruments, net of tax (1, 846) 2, 166 Comprehensive income $ $ 12, 972 $4H5399-Net income per common
share: Basic $0.43 $ 1. 75 Diluted $ 0. 43 $§ |. HPuted-$1-74 $3--69-Weighted average common shares outstanding: Basic
5, 863, 083 6, 117, 044 Diluted 5, 877, 559 6, 296,689 Biuted-6;-155, 118 6;399;486-Sce accompanying notes to consolidated
financial statements. 29€enselidated-26Consolidated Statements of Stockholders” Equity (Dollars in thousands) Accumulated
Additional Other Common Stock Addittenal-Paid- in Retained Treasury Stock Aeeumutated-Other-Comprehensive Shares
Amount Capital Earnings Shares Amount Income (Loss) Total Balance, June 30, 2026-2021 8-9 , 856-004 , 677365 $ $ 2729 ,
092-$56456 $ 66 , 181949 2. 104-567 , 365797 $ (H-15 , 762849 ) § ( 561 383-) $ H-80 , 375083 Issuance of common
stock for restricted stock grants 9+135 ,743-850 (1) — — — — — Compensation expense related to stock compensation plans
— —+436-— — — — H4306-Repurchase of common stock — — — —433-435 | 656-080 ( 3-5 , 844-503 ) — (3-5 , 844-503
) Issuanee-Forfeiture of eemmon-restricted stock fe&s’feeieepﬁeﬂ—exefetseé% 39—442—63% 2685—19,832 —
— — Share correction 51, 191 — — — 39, 086 — — — Change in minimum pension liability, net of tax — — — — — —
Unrealized gain resulting from change in fair value of derivative instruments, net of tax — — — — — — 2,166 2,166 Net
income — — — 10, 768712 — — — 10, 768712 Balance, June 30, 26242022 9, 864-191 , 365406 $ $ 20-30 , 456-423 § 66;
9492567797717, 661 3, 061, 795 $ (4521 , 849-352 ) $ 1 561580, 883-699 $ 88, 520 [ssuance of common stock for
restricted stock grants +35-123 ,856-000 (+2 ) — — — — — Compensation expense related to stock compensation plans —
— 1,015 — — — —1, 015 Repurchase of common stock — — — —435-164 , 886-399 (51, 503) — (51, 503) Forfeiture
of restricted stock — — — —49-14 |, 832——Share-Cerreetion 5H1+H——39-399 - 086~ — — Change in
minimum pension liability, net of tax — — — — — — Unrealized gatn-loss resulting from change in fair value of derivative
instruments, net of tax — — — — — — 2-(1,+662-846) (1 , 166-846) Net income — — —+6-2 , H2-522 — — — 162, H2
522 Balance, June 30, 2622-2023 9, +54+314 . 406 § $ 36-31 , 423-436 $ 77-80 , 661+183 3, 66+240 , 795593 § (2422 . 352
855 ) $ 699-(83) $ 88, 526-772 30Censehdated-27Consolidated Statcments of Cash Flows (in thousands) 2023 2022 2624
Cash flows from operating activities Net income $ 2,522 $ 10, 712 $308,768-Adjustments to reconcile net income to net cash
provided by operating activities: {Reeevery-Recoveries of yprevistenfor-uncollectible accounts receivable ( 1, 424) ( 120)
H32-Depreciation and amortization 4, 250 4, 165 4;338Deferred income taxes (244974 ) Non- cash lease expenses 2, 831 2,
749 3:424+-Non- cash compensation 1, 436-015 Pension expense Gain on disposal of assets (51) sret-ofimpairment-(9 H4F)
Changes in operating assets and liabilities: Accounts receivable £843)-11, 823 Inventories 2, 781 (5, 469) Operating lease
liabilities (3-2 , 007134 ) (3,245-007 ) Prepaids and other assets ( 3584, 362 ) Accounts payable and accrued liabilities (8, 606)
3, 057 5 H2-Forward contracts (2, 273) 5436-Income taxes (#3#169 ) Accrued compensation and employee benefits ( 1, 427)
(911)+H924-Net cash provided by operating activities 7, 019 11, 866 268;-886-Cash flows from investing activities Purchases of
property and equipment ( 26-13 , 488-524 ) (526 , 167488 ) Proceeds from sale of property and equipment Net cash used in
investing activities (26-13 , 458467 ) ( 526 , 839-458 ) Cash flows from financing activities Repurchase of common stock ( 5-1

,503) (45, 503 HAHPayments-ontines-oferedit—10;-800-) Borrowings on long- term debt — 10, 000 —Payments on long-

term debt ( 278) ( 205) —Issuanee-ofcommon-stoekfor-stoekoptionexereise—Net cash (used in) provided by {ased-ny
financing activities (1, 781) 4, 292 (H4H2)-Net decrease Hnerease-in cash and cash equivalents ( 8,229) ( 10, 300) 5655

Cash and cash equivalents at beginning of year 21, 833 32, 133 36;478-Cash and cash equivalents at end of year $ 13, 604 $ 21,
833 $32,133-Supplemental disclosures of cash flow information Cash paid during the year for: Taxes $ 1, 842 § 2, 608 $2,966
Interest § $ 3INOFES28NOTES TO CONSOLIDATED FINANCIAL STATEMENTS A. Organization and Summary of
Significant Accounting Policies We provide private- label contract manufacturing services to companies that market and
distribute vitamins, minerals, herbs, and other nutritional supplements, as well as other health care products, to consumers both
within and outside the U. S. We also seek to commercialize our patent and trademark estate related to the ingredient known as
beta- alanine sold under our CarnoSyn ® and SR CarnoSyn ® tradenames through direct raw material sales and various license
and similar arrangements. Subsidiaries On January 22, 1999, Natural Alternatives International Europe S. A., a Swiss
Corporation (NAIE) was formed as our wholly- owned subsidiary, based in Manno, Switzerland. In September 1999, NAIE
opened a manufacturing facility and currently possesses manufacturing capability in encapsulation, powders, tablets, finished
goods packaging, quality control laboratory testing, warechousing, distribution and administration. Principles of Consolidation
The consolidated financial statements include the accounts of Natural Alternatives International, Inc. (NAI) and our wholly-
owned subsidiary, NAIE. All intercompany accounts and transactions have been eliminated. The functional currency of NAIE,
our foreign subsidiary, is the U. S. Dollar. Certain accounts of NAIE have been translated at either current or historical exchange
rates, as appropriate, with gains and losses included in the consolidated statements of operations. Recently Adopted Accounting
Pronouncements On-Deeember+8-As of June 30 , 2649-2023 . the-there have been no adopted accounting pronouncements
issued by the FASB that materially impact the Consolidated Financial Statements of the Company. Recently Issued
Accounting -Sfaﬁdafds—Beafd-eand Regulatory Pronouncements In June of 2016 the FASB issued ASU 2016- 13 titled "
Financial Instruments ¥A 3 d Credit Losses +2Income-Faxes
(Topic 746-326 )—Si-mp-l-i-ﬁyiﬁg— " ThlS directive 1ntr0duced a novel approach to assessmg impairments known as the"
current expected credit loss model" or' CECL." Unlike the previous standard, which focused on incurred losses, CECL
centers on anticipated losses. Under this framework, organizations are obligated to acknowledge an allowance
corresponding to the-their Aeceounting-estimate of expected credit losses. The CECL model is applicable to a wide range
of financial instruments, including debt instruments, trade receivables, lease receivables, financial guarantee contracts,
and other loan commitments. Notably, there is no minimum threshold for recognizing impairment losses, and it
mandates the evaluation of expected credit losses even for assets with minimal risk of loss. Future evaluations of credit




losses will take this guidance into account. The adoption of ASU 2016- 13 is not presently expected to significantly impact
our consolidated financial statements upon its July 1, 2023 effective date. Reclassifications Certain amounts in the prior
period consolidated financial statements have been reclassified to conform to the current period presentation. These
reclassifications had no effect on reported net income. In March 2020, the Coronavirus Aid, Relief, and Economic
Security Act was signed into law, providing numerous tax provisions and other stimulus measures, including the
Employee Retention Tax Credit (“ ERTC ”). The Tax Payer Certainty and Disaster Tax Relief Act of 2020 and the
American Rescue Plan Act of 2021 extended the availability of the ERTC. Under these expanded measures, we
determined during fiscal 2023 that we qualified for the ERTC for the first three quarters of calendar 2021 and filed
amended payroll tax returns that are expected to result in a net refund of $ 3. 5 million. Although we don’ t anticipate
receiving the funds related to these amended returns until sometime in fiscal 2024, we recorded a receivable and
recognized a benefit for this amount in our Consolidated Statements of Operations and Comprehensive [ncome Faxes-

EPhts—new—staﬂdard-el-rrmﬂ&tes—eeft&r&e*eepﬂeﬁs—ln fiscal 2023 by applymg the loss recovery model as codlﬁed by Accountum

August—Z-S—}G-l—',’a—that —&meﬂg—mdlcates that an asset related toa recovery should be recognlzed when the recovery is
determined to be probable. We recorded this benefit as a reduction to our payroll tax expense in the current year with $
2.2 mllhon of the beneﬁt offsettmg cost of goods sold and $1.3 mllllon offsettmg other ﬂ%mgs—selhng general est&b-hsheé

and Cash Equwalents We CormdeI all highly liquid investments with a mdtunty of three months or less w hen purthased to be
cash equivalents. Fair Value of Financial Instruments Fair value is defined as the exchange price that would be received to sell
an asset or paid to transfer a liability (i. e., the “ exit price ) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants at the measurement date. We use a three- level hierarchy for
inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs by
requiring that observable inputs be used when available. Observable inputs are inputs that market participants would use in
pricing the asset or liability based on market data obtained from independent sources. Unobservable inputs are inputs that reflect
our assumptions about the inputs that market participants would use in pricing the asset or liability and are developed based on
the best information available under the circumstances. The fair value hierarchy is broken down into three levels based on the
source of inputs. In general, fair values determined by Level 1 inputs use quoted prices (unadjusted) in active markets for
identical assets or liabilities that we have the ability to access. We classify cash, cash equivalents, and marketable securities
balances as Level 1 assets. The approximate fair value of cash and cash equivalents, accounts receivable, accounts payable and
short- term borrowings is equal to book value due to the short- term nature of these items. Fair values determined by Level 2
inputs are based on quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or
liabilities in markets that are not active and models for which all significant inputs are observable or can be corroborated, either
directly or indirectly by observable market data. Level 3 inputs are unobservable inputs for the asset or liability, and include
situations where there is little, if any, market activity for the asset or liability. These include certain pricing models, discounted
cash flow methodologies and similar techniques that use significant unobservable inputs. Except for cash and cash equivalents,
as of June 30, 2022-2023 and June 30, 26242022 , we did not have any financial assets or liabilities classified as Level 1. We
classify derivative forward exchange COHtl‘stS as Level 2 assets and liabilities. The falr values were determined by obtaining
pricing from our bank 4 atHg G A G A vtee-. Fair value of derivative
instruments classified as Level 2 assets and 11L1b111tles consmed of the followmﬂ (in thousands) June 30, 2022-June 30, 202+
2023 2022 Euro Forward Contract — Current Assets $ 250 $ 3, 144 $—Swiss Franc Forward Contract — Current Assets 140 109
—Total Derivative Contracts — Current Assets 390 3, 253 —Interest Swap — Other noncurrent Assets 532 453 —FEuro
Forward Contract — Other noncurrent Assets 15 561 —Total Derivative Contracts — Other noncurrent Assets 547 1, 014 —FEure




— all Derrvatrve Contracts $937% 4 267 -$—68—l-89—We also classrfy any outstandrng line of credit and term loan balance as a Level
2 liability, as the fair value is based on inputs that can be derived from information available in publicly quoted markets. As of
June 30, 2022-2023 , and June 30, 26242022 , we did not have any financial assets or liabilities classified as Level 3. We did not
transfer any assets or liabilities between these levels during fiscal 20242022 or fiscal 2622-2023 . Accounts Receivable We
perform ongoing credit evaluations of our customers and adjust credit limits based on payment history and customer credit-
worthiness. An allowance for estimated doubtful accounts is maintained based on historical experience, including identified
customer credit issues. We monitor collections regularly and adjust the allowance for doubtful accounts as necessary to
recognize any changes in credit exposure. Upon conclusion that a receivable is uncollectible, we record the respective amount

as a charge against allowance for doubtful accounts. To date, such doubtful accounts reserves, in the aggregate, have been
adequate to cover collection losses. CuastomerDepeositsFor-eertairrIn December 2022, we entered into an agreement to settle
the remaining outstanding balance with a former eustemers— customer whose accounts receivable balance was fully
reserved in March 2020. As of the date of the agreement, the remaining amount due from this customer was $ 3. 4
million dollars and as part of the settlement, we agreed to a reduced amount of $ 1. 4 million. This reduced amount is to
be paid based on an agreed upon payment schedule and if all payments are made as agreed the entire balance will be
considered paid in full. As of June 30, 2023, the former customer made all scheduled payments totaling $ 850, 000 and
we have eentraet-terms-where-adjusted our accounts receivable reserve along with the eastomer-pays-a-eertain
corresponding accounts receivable balance such that the amount in excess of the settlement amount has been written- off
and the reserve associated with the unpaid portion of their—- the settlement is efdefs—as—pfepayment—We—tfe&t—t-lfns—as—a
eustemeﬁdepesrt—habﬂ-rty—&nd-de—net— no longer reserved for ee

We operate prrmarrly as a private- label contract manufacturer We burld products based upon anticipated demand or followmg
receipt of customer specific purchase orders. From time to time, we build inventory for private- label contract manufacturing
customers under a specific purchase order with delivery dates that may subsequently be rescheduled or canceled at the
customer’ s request. We value inventory at the lower of cost (first- in, first- out) or net realizable value on an item- by- item
basis, including costs for raw materials, labor and manufacturing overhead. We establish reserves equal to all or a portion of the
related inventory to reflect situations in which the cost of the inventory is not expected to be recovered. This requires us to make
estimates regarding the market value of our inventory, including an assessment for excess and obsolete inventory. Once we
establish an inventory reserve in a fiscal period, the reduced inventory value is maintained until the inventory is sold or
otherwise disposed of. In evaluating whether inventory is stated at the lower of cost or net realizable value, management
considers such factors as the amount of inventory on hand, the estimated time required to sell such inventory, the remaining
shelf life and efficacy, the foreseeable demand within a specified time horizon and current and expected market conditions.
Based on this evaluation, we record adjustments to cost of goods sold to adjust inventory to its net realizable value. Property and
Equipment We state property and equipment at cost. Depreciation of property and equipment is provided using the straight- line
method over their estimated useful lives, generally ranging from 1 to 39 years. We amortize leasehold improvements using the
straight- line method over the shorter of the useful life of the improvement or the term of the lease. Maintenance and repairs are
expensed as incurred. Significant expenditures that increase economic useful lives of property or equipment are capitalized and
expensed over the useful life of such expenditure. Impairment of Long- Lived Assets We periodically evaluate the carrying
value of long- lived assets to be held and used when events and circumstances indicate that the carrying amount of an asset may
not be recovered. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to
future net cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be
recognized is measured by the amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to
be disposed of are reported at the lower of the carryrng amount or fair value less costs to sell. During fiscal 2023 and 2022 , we
recognized no impairment losses —W : : : : . Derivative Financial
Instruments We may use derivative financial instruments in the management of our forelgn currency exchange risk inherent in
our forecasted sales denominated in Euros and our long- term lease liability denominated in Swiss Francs. We may hedge our
foreign currency exposures by entering into offsetting forward exchange contracts. To the extent we use derivative financial
instruments that meet the relevant criteria, we account for them as cash flow hedges. Foreign exchange derivative instruments
that do not meet the criteria for cash flow hedge accounting are marked- to- market through the Consolidated Statements of
Operations and Comprehensive Income. Historically, our cash flow derivative instruments related to our Euro sales have met the
criteria for hedge accounting, while our derivative instruments related to our long- term lease liability de-have not. We
recognize any unrealized gains and losses associated with derivative instruments accounted for as cash flow hedges in income in
the period in which the underlying hedged transaction is realized. To the extent the derivative instrument is deemed ineffective
we would recognize the resulting gain or loss in income at that time. As of June 30, 26222023 , we held derivative contracts
designated as cash flow hedges primarily to protect against the foreign exchange risks inherent in our forecasted sales of
products at prices denominated in currencies other than the U. S. Dollar, which is primarily the Euro. As of June 30, 2622-2023
, the notional amounts of our foreign exchange contracts were $ 3731 . 7 million (€ 3+28 . 94 million). These contracts will
mature over the next +4-15 months. As of June 30, 2622-2023 , we held foreign currency contracts not designated as cash flow
hedges primarily to protect against changes in valuation of our long- term lease liability. As of June 30, 2622-2023 , the notional
amounts of our foreign currency contracts not designated as cash flow hedges were $ 5-12 . 2-3 million (CHF 5-11 . 8-1 million).
These contracts will mature in the first quarter of fiscal year 2623-2024 . Defined Benefit Pension Plan We formerly sponsored a
defined benefit pension plan. Effective June 21, 1999, we adopted an amendment to freeze benefit accruals to the participants.




The plan obligation and related assets of the plan are presented in the notes to the consolidated financial statements. Plan assets,
which consist primarily of marketable equity and debt instruments, are valued based upon third party market quotations.
Independent actuaries, through the use of a number of assumptions, determine plan obligations and annual pension expense.
Key assumptions in measuring the plan obligations include the discount rate and estimated future return on plan assets. In
determining the discount rate, we use an average long- term bond yield. Asset returns are based on the historical returns of
multiple asset classes to develop a risk free rate of return and risk premiums for each asset class. The overall rate for each asset
class was developed by combining a long- term inflation component, the risk free rate of return and the associated risk premium.
A weighted average rate is developed based on the overall rates and the plan’ s asset allocation. We record revenue based on a
five- step model which includes: (1) identifying a contract with a customer; (2) identifying the performance obligations in the
contract; (3) determining the transaction price; (4) allocating the transaction price among the performance obligations; and (5)
recognizing revenue as each of the various performance obligations are satisfied. Revenue is measured as the net amount of
consideration expected to be received in exchange for fulfilling one or more performance obligations. We identify purchase
orders from customers as contracts. The amount of consideration expected to be received and revenue recognized includes
estimates of variable consideration, including estimates for early payment discounts, volume rebates, and contractual discounts.
Such estimates are calculated using historical averages adjusted for any expected changes due to current business conditions and
experience. We review and update these estimates at the end of each reporting period and the impact of any adjustments are
recognized in the period the adjustments are identified. In assessing whether collection of consideration from a customer is
probable, we consider both the customer' s ability and intent to pay the amount of consideration when it is due. Payment of
invoices is due as specified in the underlying customer agreement, which is typically 30 days from the invoice date. Invoices are
generally issued on the date of transfer of control of the products ordered to the customer. Revenue is recognized at the point in
time that each of our performance obligations is fulfilled, and control of the ordered products is transferred to the customer. This
transfer occurs when the product is shipped, or in some cases, when the product is delivered to the customer. We recognize
revenue in certain circumstances before delivery to the customer has occurred (commonly referred to as bill- and- hold
transactions). Products sold under bill- and- hold arrangements are recorded as revenue when risk of ownership has been
transferred to the customer, but the product has not shipped due to a substantive reason, typically at the customer’ s request. The
product must be separately identified as belonging to the customer, ready for physrcal transfer to the customer, and we cannot
have the abrhty to redirect the product to another customer. d-rev ; ;

-1-49—$—61—7%H—$—1-49—We provrde early payment drscounts to Certarn customers Based on hrstorrcal payment trends, we expect
that these customers will take advantage of these early payment discounts. The cost of these discounts is reported as a reduction
to the transaction price. If the actual discounts differ from those estimated, the difference is also reported as a change in the
transaction price. We require prepayment from certain customers. We record any payments received in advance of contracts
fulfillment as a contract liability and classified as customer deposits on the consolidated balance sheet. Contract liabilities and
revenue recognized were as follows (in thousands): June 30, 2022 Additions Revenue Recognized Customer Refunds
June 30, 2023 Contract Liabilities (Customer Deposits) $ 140 $ 317 $ (137) $ (3) $ 317 June 30, 2021 Additions Revenue
Recognized Customer Refunds June 30, 2022 Contract Liabilities (Customer Deposits) $ 1, 721 $ 140 $ (1, 721) $ — $ 140
Except for product defects, no right of return exists on the sale of our products. We estimate returns based on historical
experience and recognize a returns liability for any estimated returns. As of June 30, 26222023 , we have maintatned-a-$ 0 in
our returns reserve £$43;-080- We currently own certain U. S. patents, and each patent’ s corresponding foreign patent
applications. All of these patents and patent rights relate to the ingredient known as beta- alanine marketed and sold under our
CarnoSyn ® and SR CarnoSyn ® trade names. We recorded beta- alanine raw material sales and royalty and licensing income as
a component of revenue in the amount of § 8. 7 million during fiscal 2023 and $ 16. 2 million during fiscal 2022 and-$+4-—2
mithen-duringfiseal 202+ These royalty income and raw material sale amounts resulted in royalty expense paid to the original
patent holders from whom NAI acquired its patents and patent rights. We recognized royalty expense as a component of cost of
goods sold in the amount of $ 0. 3 million during fiscal 2023 and $ 0. 7 million during fiscal 2022 and-$-0—6-milienduring
fiseal 2021 Cost of Goods Sold Cost of goods sold includes raw material, labor, manufacturing overhead, and royalty expense.
Shipping and Handling Costs We include fees earned on the shipment of our products to customers in sales and include costs
incurred on the shipment of product to customers in costs of goods sold. Research and Development Costs As part of the
services we provide to our private- label contract manufacturing customers, we may perform, but are not obligated to perform,
certain research and development activities related to the development or improvement of their products. While our customers
typically do not pay directly for this service, the cost of this service is included as a component of the price we charge to
manufacture and deliver their products. We also direct and participate in clinical research studies, often in collaboration with
scientists and research institutions, to validate the benefits of a product and provide scientific support for product claims and
marketing initiatives. Research and development costs are expensed when incurred. Our research and development expenses for
the last two fiscal years ended June 30 were $ 2. 1 million for fiscal 2023 and $ 2. 5 million for fiscal 2022 and-$3-—9-mithon
for-fiseal2021-. These costs were included in selling, general and administrative expenses and cost of goods sold. Advertising
Costs We expense the production costs of advertising the first time the advertising takes place. We incurred and expensed
advertising costs in the amount of $ +0 . +7 million during the fiscal year ended June 30, 26222023 and $ 6-1 . 8-1 million
durrng ﬁscal %92—1—2022 These costs were 1ncluded in selhng, general and adnnnrstratrve expenses :Phe—eereﬁaﬁfus—ﬁﬁd-




W : o : : —To determine our quarterly prov1s10n for income taxes, we use
an estimated annual effective tax rate that is based on expected annual income, statutory tax rates and tax planning opportunities
available in the various jurisdictions to which we are subject. Certain significant or unusual items are separately recognized as
discrete items in the quarter in which they occur and can be a source of variability in the effective tax rate from quarter to
quarter. We recognize interest and penalties related to uncertain tax positions, if any, as an income tax expense. We record
valuation allowances to reduce our deferred tax assets to an amount that we believe is more likely than not to be realized. In
assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or
all of the deferred tax assets will ultimately be realized based on whether future taxable income will be generated during the
periods in which those temporary differences become deductible. During the year ended June 30, 2622-2023 , there was no
change to our valuation allowance. Income taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are measured and recorded using enacted tax rates for each of the jurisdictions in which we operate, and adjusted
using the tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income or expense
in the period that includes the enactment date. We account for uncertain tax positions using the more- likely- than- not
recognition threshold. It is our policy to establish reserves based on management’ s assessment of exposure for certain positions
taken in previously filed tax returns that may become payable upon audit by tax authorities. Our tax reserves are analyzed
quarterly and adjustments are made as events occur that we believe warrant adjustments to the reserves. Our practice is to
recognize interest and / or penalties related to income tax matters in income tax expense. As of June 30, 2622-2023 and June 30,
26242022 , we did not record any tax liabilities for uncertain tax positions. Stock- Based Compensation We had an omnibus
equity incentive plan that was approved by our Board of Directors effective October 15, 2009 , and approved by our
stockholders at the Annual Meeting of Stockholders held on November 30, 2009 (the" 2009 Plan"). The 2009 Plan expired on
October 15, 2019. The Board of Directors approved a new omnibus equity incentive plan that became effective January 1, 2021
(the “ 2020 Plan ), which was approved by our stockholders at the Annual Meeting of Stockholders on December 4, 2020.
Under the 2020 Plan, we may grant nonqualified and incentive stock options, restricted stock grants, restricted stock units, stock
appreciation rights, and other stock- based awards to employees, non- employee directors and consultants. We estimate the fair
value of stock option awards at the date of grant using the Black- Scholes option valuation model. The Black- Scholes option
valuation model was developed for use in estimating the fair value of traded options that have no vesting restrictions and are
fully transferable. Option valuation models require the use of highly subjective assumptions. Black- Scholes uses assumptions
related to volatility, the risk- free interest rate, the dividend yield (which we assume to be zero, as we have not paid any cash
dividends) and employee exercise behavior. Expected volatilities used in the model are based on the historical volatility of our
stock price. The risk- free interest rate is derived from the U. S. Treasury yield curve in effect in the period of grant. The
expected life of stock option grants is derived from historical experience. The fair value of restricted stock shares granted is
based on the market price of our common stock on the date of grant. We amortize the estimated fair value of our stock awards to
expense over the related vesting periods. We recognize forfeitures as they occur. Use of Estimates Our management has made a
number of estimates and assumptions relating to the reporting of assets and liabilities, revenue and expenses, and the disclosure
of contingent assets and liabilities to prepare these consolidated financial statements in conformity with U. S. generally accepted
accounting principles (GAAP). Actual results could differ from those estimates and our assumptions may prove to be inaccurate.
Net Income per Common Share We compute basic net income per common share using the weighted average number of
common shares outstanding during the period, and diluted net income per common share using the additional dilutive effect of
all dilutive securities. The dilutive impact of stock options and restricted shares account for the additional weighted average
shares of common stock outstanding for our diluted net income per common share computation. We calculated basic and diluted
net income per common share as follows (in thousands, except per share data): For the Years Ended June 30, 2023 2022 202+
Numerator Net income $ 2,522 § 10, 712 $3+8;768-Denominator Basic weighted average common shares outstanding 5, 863 6,
117 6;29+-Dilutive effect of stock options and restricted stock shares 14 38 §8-Diluted weighted average common shares
outstanding 5, 878 6, 155 6;379-Basic net income per common share $ 0. 43 § 1. 75 $3--H-Diluted net income per common
share $0.43 $ 1. 74 $4+-69-During the year ended June 30, 2022-2023 , we excluded 93-60 , H4-497 shares of unvested

restricted stock and-ne-sharesrelated-to-stoek-options-, as their impact Would have been anti- dilutive. For the year ended June
30, 20242022 we excluded sharesrelated-to-stoek-options-totaling 22,-566-and-restricted stock totaling 52-93 , +68-114. We

excluded no shares related to stock options in the years ended June 30, 2023 and June 30, 2022 . Concentrations of Credit

Risk Financial instruments that subject us to concentrations of credit risk consist primarily of cash and cash equivalents and

accounts receivable. We place our cash and cash equivalents with highly rated financial institutions. Credit risk with respect to

receivables is primarily concentrated with our three largest customers, whose receivable balances collectively represented $2-47
4 9% of gross accounts receivable at June 30, 2622-2023 and 64-52 . 84 % at June 30, 2624--As-efFune-30;-2022 we-had-a




feﬂeet—l-t—m—t-he—pefeeﬂtages—hsfed—&b&ve— Addltlonally, amounts due related to our beta- alanlne raw materlal sales were 5—21
% of gross accounts receivable at June 30, 2622-2023 and 8-5 . 64 % of gross accounts receivable at June 30, 26242022 .

Concentrations of credit risk related to the remaining accounts receivable balances are limited due to the number of customers
comprising our remaining customer base. B. Inventories Inventories, net, consisted of the following at June 30 (in thousands):
2023 2022 2024-Raw materials $ 20,946 $ 28, 196 $206,668-Work in progress 4, 504 1, 948 3:766-Finished goods 4, 928 2,
842 3;-050-Reserve-Reserves (684) (511) (47238 29, 694 § 32, 475 $29-006-C. Property and Equipment Property and
equipment consisted of the following at June 30 (dollars in thousands): Depreciable Life In Years 2023 2022 202+Land NA $
8,940 $ 7, 645 $1,2606-Building and building improvements 7 — 39 24, 712 17, 415 3;-757Machinery and equipment 3 — 12 41,
460 40, 131 35;:458-Office equipment and furniture 3 — 5 6, 522 5, 970 57H2-Vehicles 3 227 211 255-Leasehold improvements
1 — 452022, 641 21, 626 20;236-Total property and equipment 104, 502 92, 998 66;-6+8-Less: accumulated depreciation and
amortization ( 50, 661) (48, 425) ¢Property and equipment, net $ 53, 841 § 44, 347 Preperty-and-equipmentnet-$44;-573 $
2227+ Depreciation expense was approximately $ 4. 3 million in fiscal 2023 and $ 4. 2 million in fiscal 2022 and-$4—3
mithen-infiseal 202+ D. Leases We currently lease our Vista, €A-California and Lugano Switzerland product manufacturlng
and support facilities. At the inception of a contract, we assess whether the contract is, or contains, a lease. Our assessment is
based on: (1) whether the contract involves the use of a distinct identified asset, (2) whether we obtain the right to substantially
all the economic benefit from the use of the asset throughout the period of the contract, and (3) whether we have the right to
direct the use of the asset during such time period. At inception of a lease, we allocate the consideration in the contract to each
lease component based on its relative stand- alone price to determine the lease payments. Leases are classified as either finance
leases or operating leases. A lease must be classified as a finance lease if any of the following criteria are met: the lease transfers
ownership of the asset by the end of the lease term, the lease contains an option to purchase the asset that is reasonably certain to
be exercised, the lease term is for a major part of the remaining useful life of the asset or the present value of the lease payments
equals or exceeds substantially all of the fair value of the asset. A lease is classified as an operating lease if it does not meet any
of these criteria. Substantially all our operating leases are comprised of payments for the use of manufacturing and office space.
We have no leases classified as finance leases. As of June 30, 2622-2023 , the weighted average remaining lease term for our
operating leases was 6-5 . 3 years. The weighted average discount rate for our operating leases was 4. 12 %. As of June 30, 262+
2022 , the weighted average remaining lease term for our operating leases was 6. 3 years and the weighted average discount rate
was 3-4 . 24-12 %. The lease discount rate is determined as the rate of interest that a lessee would have to pay to borrow on a
collateralized basis over a similar term an amount equal to the lease payments in a similar economic environment. For all leases
at the lease commencement date, a right- of- use asset and a lease liability are recognized. The right- of- use asset represents the
right to use the leased asset for the lease term. The lease liability represents the present value of the lease payments under the
lease. The right- of- use asset is initially measured at cost, which primarily comprises the initial amount of the lease liability,
plus any initial direct costs incurred, consisting mainly of brokerage commissions, less any lease incentives received. All right-
of- use assets are reviewed for impairment. The lease liability is initially measured at the present value of the lease payments,
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, our secured incremental
borrowing rate for the same term as the underlying lease. For our real estate and other operating leases, we use our secured
incremental borrowing rate. Lease payments included in the measurement of the lease liability comprise the following: the fixed
noncancelable lease payments, payments for optional renewal periods where it is reasonably certain the renewal period will be
exercised, and payments for early termination options unless it is reasonably certain the lease will not be terminated early.
Certain leases contain escalation clauses. Fixed escalation clauses are included in our calculation of right- of- use assets and
operating lease liabilities. Escalation clauses based on the CPI (Consumer Price Index) are not included in our calculation of
right- of- use assets and operating lease liabilities because they cannot be readily determined. Some of our manufacturing leases
contain variable lease payments, including payments based on an index or rate. Variable lease payments based on an index or
rate are initially measured using the index or rate in effect at lease commencement and separated into lease and non- lease
components based on the initial amount stated in the lease or standalone selling prices. Lease components are included in the
measurement of the initial lease liability. Additional payments based on the change in an index or rate, or payments based on a
change in our portion of the operating expenses, including real estate taxes and insurance, are recorded as a period expense when
incurred. Lease modifications result in remeasurement of the lease liability. Lease expense for operating leases consists of the
lease payments plus any initial direct costs, primarily brokerage commissions, and is recognized on a straight- line basis over the
lease term. Included in lease expense are any variable lease payments incurred in the period that were not included in the initial
lease liability. Lease expense for finance leases consists of the amortization of the right- of- use asset on a straight- line basis
over the lease term and interest expense determined on an amortized cost basis. The lease payments are allocated between a
reduction of the lease liability and interest expense. We have elected not to recognize right- of- use assets and lease liabilities for
short- term leases that have a term of 12 months or less. The effect of short- term leases on our right- of- use asset, lease liability,
and the short- term lease cost for the years ended June 30, 2023 and 2022 and-2624-was not material. Other information related
to leases was as follows (in thousands) for the year ended June 30, Supplemental Cash Flows Information 2023 2022 2624-Cash
paid for amounts included in the measurement of operating lease liabilities $ 3, 291 $ 3, 289 $-3;298-Increase in operating lease
liabilities and right- of- use assets due to lease remeasurement 906 8, 513 +87E. Other Comprehensive Income Other
comprehensive (loss) income (“ OCL ” and “ OCI ) consisted of the following at June 30 (dollars in thousands): Year Ended
June 30, 2022-2023 Defined-BenefitPenstonPlan-Unrealized Unrealized Gains Gains (Losses) (Losses) Defined on on
Benefit Cash Flow Swap Pension Plan Hedges Derivative Total Balance as of June 30, 2022 $ (444) $ 1, 795 $ 348 $ 1, 699
OCI/ OCL before reclassifications 8 S38 79 625 Amounts reclassified from OCI 78 (3, 086) — (3, 008) Tax effect of OCI



activity (22) 643 (20) 601 Net current period OCI/ OCL 64 (1, 905) 59 (1, 782) Balance as of June 30, 2023 $ (380) $ (110)
$407 $ (83) Year Ended June 30, 2022 Unrealized Unrealized Gains Gains (Losses) (Losses) Defined on on Benefit Cash
Flow Swap Pension Plan Hedges Derivative Total Balance as of June 30, 2021 $ (538) $ (23) $ — $ (561) OCI / OCL before
reclassifications 17 5, 370 454 5, 841 Amounts reclassified from OCI 113 (3, 011) — (2, 898) Tax effect of OCI activity (36)
(541) (106) (683) Net current perlod OCl / OCL 94 1 818 348 2, 260 Balance as of.lune 30,2022 $ (444) $1,795 $ 348 $ 1,

J-uﬂe%—292-1—$-6%8)4$—(%3)—$-66-13—17 Debt On May 24,2021, we entered 1nt0 anew credit facility with Wellq Fargo Bank N.
A (“ Wells Fargo ”) to extend the maturity for our working hne of credit from November 1, 2022, to May 24, 2024. This new

credit facility provides total lending capacity of up to $ 20. 0 million and allows us to use the credit facility for working capital
as well as potential acquisitions. On August 18, 2021, we entered into an amendment of our credit facility with Wells Fargo. The
amended credit facility added a $ 10. 0 million term loan to the existing $ 20. 0 million credit facility, and permitted us to use the
$ 10. 0 million term loan as part of the $ 17. 5 million purchase consideration for the acquisition of our new manufacturing and
warehouse property in Carlsbad, California. The amended credit agreement also increased the allowed capital expenditures from
$ 10. 0 million to $ 15. 0 million for fiscal 2022, (exclusive of the amount paid for the acquisition of the new Carlsbad property
noted above). In addition, the new credit notes now reflect a change in the interest rate reference from LIBOR to SOFR. The
Credit Agreement was amended and a new Revolving Line of Credit Note y-and Security Agreement were entered into. A Term
Note and real property security documents were added to secure the Term Note by the new Carlsbad property. Additionally, we
entered into a second amendment to our credit facility with Wells Fargo on February 8, 2022 that +s-was effective January 31,
2022 and modifies the annual limit imposed upon our ability to repurchase stock and issue dividends. This amendment increased
this limit from $ 5. 0 million annually to $ 7. 0 million annually . Effective September 19, 2022, we entered into a third
amendment to our credit facility with Wells Fargo. The third amendment extended the maturity date to May 23, 2025
and also increased the allowed capital expenditures from $ 7. 5 million to $ 25. 0 million for the fiscal year ending June
30, 2023 . Under the terms of the Credit Agreement, borrowings are subject to eligibility requirements including maintaining (i)
a ratio of total liabilities to tangible net worth of not greater than 1. 50 to 1. 0 at any time; and (ii) a ratio of total current assets to
total current liabilities of not less than 1. 75 to 1. 0 at each fiscal quarter end (iii) net income after taxes not less than $ 1. 00,
determined on a trailing four quarter basis with no two consecutive quarterly losses, determined as of each quarter end and (iv) a
rolling 4- quarter fixed charge coverage ratio not less than 1. 25 to 1. 0 as of each fiscal quarter end. The credit agreement also
includes a limitation on the amount of capital expenditures that can be made in a given fiscal year, with such limitation set at $
45-25 . 0 million for our fiscal year ending June 30, 26222023 and $ 7. 5 million for all fiscal years thereafter. Any amounts
outstanding under the line of credit will bear interest at a fixed or fluctuating interest rate as elected by us from time to time;
provided, however, that if the outstanding principal amount is less than $ 100, 000 such amount shall bear interest at the then
applicable fluctuating rate of interest. If elected, the fluctuating rate per annum would be equal to 1. 29 % above the daily simple
SOFR rate as in effect from time to time. If a fixed rate is elected, it would equal a per annum rate of 1. 29 % above the SOFR
rolling 30- day average rate in effect on the first day of the applicable fixed rate term. Any amounts outstanding under the line
of credit must be paid in full on or before the maturity date. Amounts outstanding that are subject to a fluctuating interest rate
may be prepaid at any time without penalty. Amounts outstanding that are subject to a fixed interest rate may be prepaid at any
time in minimum amounts of $§ 100, 000, subject to a prepayment fee equal to the sum of the discounted monthly differences
between payment under a fixed rate versus payment under the variable rate for each month from the month of prepayment
through the month in which the then applicable fixed rate term matures. There is an unused commitment fee of 0. 125 %
required as part of the line of credit. The Term Note used as part of the purchase consideration of our new manufacturing and
warehouse property in Carlsbad , California referenced above, is for the original principal amount of $ 10. 0 million, and is a
seven year term note with payments fully amortized based on a twenty five year assumed term. Installment payments under this
loan commenced October 1, 2021 and continue through August 1, 2028 with a final installment consisting of all remaining
amounts due to be paid in full on September 1, 2028. Amounts outstanding on this note during the term of the agreement will
bear interest equal to 1. 8 % above the SOFR rolling 30- day average. In connection with our term loan, we entered into an
interest rate swap with Wells Fargo that effectively fixes our interest rate on our term loan at 2. 4 % for the first three years of
the term of the note. Our obligations under the Credit Agreement are secured by our accounts receivable and other rights to
payment, general intangibles, inventory, equipment and fixtures. We also have credit approval with Wells Fargo Bank, N. A.
which allows us to hedge foreign currency exposures up to 30 months in the future. We also have credit approval with Bank of
America which allows us to hedge foreign currency exposures up to 24 months in the future. During fiscal year 2023, we
capitalized $ 198, 000 of interest expense to building improvements. As of June 30, 2022, we had-capitalized $ 171, 000 of
interest eapitatized-expense to building improvements. As of June 30, 2022-2023 , we had $ 9. 8-5 million outstanding under the
Term Note used in the purchase of the manufacturing and warchouse property in August 2021. The future debt payments
under the Term Note are as follows (in thousands): 26232024 2025 2026 2027 2028 Thereafter Total Future Debt Payments $
312 279-$287-5 296 $ 305 $ 315 $8-325$ 7, 343964 $ 9, 795-517 On June 30, 26222023 , we were in compliance with all of
the financial and other covenants required under the Credit Agreement. As a result of reduced sales overall, and the impact of
temporary closure of our Carlsbad, California high- speed powder processing facility, we anticipate we will not be able
to comply with all of the covenants required under the Credit Agreement in the second quarter of fiscal 2024. We have
advised the lender and are currently negotiating a potential revised credit facility. There can be no assurance we will be
able to successfully complete the negotiation of a revised credit facility, or what the differences in amount, cost and other
factors may be. As of June 30, 20222023 , we had the full $ 20. 0 million available for borrowing under our credit facility with



Wells Fargo Bank. G. Income Taxes During fiscal 2622-2023 , we recorded U. S.- based domestic tax expense of $ 0. 8 million
and foreign tax expense of $ 0. 2 —6-million. During fiscal 26242022 , we recorded U. S.- based domestic tax expense of $ 2. 0
million and foreign tax expense of $ 0 . 6-9 million. The following is a geographical breakdown of income before income taxes
(in thousands): 2023 2022 262+-United States $ 2, 588 $ 9, 152 $F462-Foreign 967 4, 507 4-663-Total income before income
taxes $ 3,555 $ 13, 659 $32,125-The provision for income taxes for the years ended June 30 consisted of the following (in
thousands): 2023 2022 2024+-Current: Federal $ 843 $ 1, 297 $274-State 211 (1) 59-Foreign 221 900 1, 238275 2, 196 ;57
Deferred: Federal (246) 501 44-State 4 250 2H-Foreign — — (469-242 ) 751 £44)-Total provision for income taxes $ 1, 033 §
2,947 $1;359 Net deferred tax assets and deferred tax liabilities as of June 30 were as follows (in thousands): 2023 2022 262+
Deferred tax assets: Inventory capitalization $ 220 $ 373 $259-Inventory reserves 164 113 +43Penstontiability—150-1 case
liability 2, 018 2, 139 2;477FNet operating loss carry forward 433 242 94-Accrued compensation 166 458 568-Capitalized
research and experimentation 412 — Accrued contingent fee 219 — Stock- based compensation 81 66 96-Forward contracts
56 — 8-Tax credit carry forward 229 43 388-Allowance for bad debt 1 795 863-Interest expense 103 — Other, net 87 — 3
Total gross deferred tax assets 4, 189 4, 229 4-96+Deferred tax liabilities: Withholding taxes ( 401 +5333-) (1, 133) Fixed
assets (1,523-451 ) (99741, 523 ) Forward contracts — (54 1) —Lease asset (21 ,0693-951 ) (2, 443-073 ) Other, net (47931 ) (
204-179 ) Deferred tax liabilities (5-3 , 449-834 ) (4-5 , 747449 ) Net deferred tax assets (liabilities) assets-$ 355 $ (1, 220) $
244-At June 30, 20222023 , we had state tax net operating loss carry forwards of approximately $ 3-5 . 4-6 million. Under
California Assembly Bill 85, effective June 29, 2020, net operating loss deductions were suspended for tax years beginning in
2019, 2020, and 2021 and the carry forward periods of any net operating losses not utilized due to such suspension were
extended. California Senate Bill 113, effective February 9, 2022 , reinstates net operating loss deductions in tax years beginning
in 2022. Our state tax loss carry forwards will begin to expire in fiscal 2629-2031 , unless used before their expiration. Pursuant
to Section 382 of the Internal Revenue Code of 1986, as amended (the *“ Code ), the annual use of the net operating loss carry
forwards and research and development tax credits could be limited by any greater than 50 % ownership change during any
three- year testing period. We did not have any ownership changes that met this criterion during the fiscal years ended June 30,
2622-2023 and June 30, 26242022 . We are subject to taxation in the U. S., Switzerland and various state jurisdictions. Our tax
years for the fiscal year ended June 30, 2015 and forward are subject to examination by the U. S. tax authorities. Our tax years
for the fiscal years ended June 30, 2018 and forward are subject to examination by the state tax authorities. Our tax years for the
fiscal year ended June 30, 2024-2022 and forward are subject to examination by the Swiss tax authorities. NAIE’ s effective tax
rate for the fiscal year ending-ended June 30, 2822-2023 for Swiss federal, cantonal and communal taxes is approximately 26
23 %. As part of the Tax Cuts and Jobs Act of 2017 (the Tax Act), we were required to recognize a one- time deemed
repatriation transition tax during the fiscal year ended June 30, 2018 based on our total post- 1986 earnings and profits (E & P)
from our Swiss subsidiary, NAIE. This accumulated E & P amount has historically been considered permanently reinvested
thereby allowing us to defer recognizing any U. S. income tax on the amount. We no longer consider undistributed foreign
earnings from NAIE as of December 31, 2017 as indefinitely reinvested. We consider earnings accumulated subsequent to
December 31, 2017 as indefinitely reinvested. For tax years commencing on or after January 1, 2022, the Tax Cuts and
Jobs Act of 2017, also eliminates the ability to immediately deduct research and development costs. Instead, taxpayers
are mandated to capitalize these expenses and amortize them over five years for research conducted within the United
States and 15 years for research conducted abroad, as stipulated in IRC Section 174. There is ongoing consideration in
Congress for legislation that may revoke or postpone this capitalization and amortization requirement; however, there is
no guarantee that this provision will undergo repeal or any other form of modification. Should this requirement remain
unchanged, it will result in a reduction of our tax deduction for research and development expenses in the forthcoming
years. During fiscal 2023, NAIE declared and paid dividends to NAI in the amount of $ 14. 7 million. This amount is part
of the undistributed earnings that we recorded a one- time deemed repatriation transition tax on in fiscal 2018 and
therefore we did not recognize any additional tax on this dividend in fiscal 2023. However, as part of this dividend, we
were required to pay a 5 % Swiss withholding tax totaling $ 0. 7 million, which was also accrued for as part of the
implementation of the Tax Act in fiscal 2018. A reconciliation of our income tax provision computed by applying the
statutory federal income tax rate of 21 % for fiscal 2822-2023 and for fiscal 20242022 to net income before income taxes for
the year ended June 30 is as follows (dollars in thousands): 2023 2022 2624-Income taxes computed at statutory federal income
tax rate $ 749 $ 2, 868 $2-546-State income taxes, net of federal income tax expense 90 174 +89-Permanent Differenees
differences 8 85 (6)-Foreign tax rate differential 18 (47 3H240-) Tax credits (+24-347 ) (66-124 ) FDII export sales incentive —
(46 337) Stock based compeniatlon 61 37 (—2—3-H—Global 1ntang1ble low taxed income (GILTI) 355 — Return to prov1s10n-
differences 99 g s-plann : 6)-Income tax provision as
reported $ 1,033 $ 2, 947 -$—1—3§—7—Effect1ve fax rate 29.1 % 21. ( Yo H-3% We expect our U. S. federal statutory rate to be 21
% for fiscal years going forward. H. Employee Benefit Plans 401 (k) Plan We have a profit- sharing plan pursuant to Section
401 (k) of the Code, whereby participants may contribute a percentage of compensation not in excess of the maximum allowed
under the Code. Effective January 1, 2022 , all employees are eligible to participate in the plan the first of the month following
30 days of employment. Also effective, January 1, 2022, we match 100 % of the first 5 % of a palticipant’ s compensation
contributed to the plan under the 401 (k) plan. The total contributions under the plan charged to income from operations totaled
$ 0. 7 million for fiscal 2023 and $ 0. 5 million for fiscal 2022 and-$-0--4-mitionforfiseal 2024 Additionally, we have a
discretionary profit- sharing plan pursuant to Section 401 (k) of the Code, whereby we may contribute an additional percentage
of compensation. Employees are not required to contribute to the plan to receive the discretionary profit- sharing contribution.
Fhe-total 40+-(k)-We did not make a discretionary profit - sharing eentributions— contribution in fiscal 2023 under-the-ptan

eharged-to-ineome-fromoperations—totaled-$-0-. In 5—m1-1-116ﬂ—f6r—ﬁ%ca1 2022 and-zero-for-fiseal2624-, we made a discretionary
profit- sharing contribution of $ 0. 3 million . We have a * Cafeteria Plan ™ pursuant to Section 125 of the Code, whereby




health care benefits are provided for active employees through insurance companies. Substantially all active full- time
employees are eligible for these benefits. We recognize the cost of providing these benefits by expensing the annual premiums,
which are based on benefits paid during the year. The premiums expensed to income from operations for these benefits totaled
$ 1. 4-7 million for the fiscal year ended June 30, 2622-2023 and $ 1. 24 million for the fiscal year ended June 30, 26242022 .
Deferred Compensation Plan Effective July 16, 2020, the Board of Directors approved and adopted a Non- Qualified Incentive
Plan (the ““ Incentive Plan ). Pursuant to the Incentive Plan, the Human Resources Committee and the Board of Directors may
make deferred cash payments or other cash awards (“ Awards ) to directors, officers, employees and eligible consultants of
NALI (*“ Participants ). These Awards are made subject to conditions precedent that must be met before NAI is obligated to
make the payment. The purpose of the Incentive Plan is to enhance the long- term stockholder value of NAI by providing the
Human Resources Committee and the Board of Directors the ability to make deferred cash payments or other cash awards to
encourage Participants to serve NAI or to remain in the service of NAI or to assist NAI to achieve results determined by the
Human Resources Committee or the Board of Directors to be in NAI' s best interest. The Incentive Plan authorizes the Human
Resources Committee or the Board of Directors to grant to, and administer, unsecured and deferred cash Awards to Participants
and to subject each Award to whatever conditions are determined appropriate by the Human Resources Committee or the Board
of Directors. The terms of each Award, including the amount and any conditions that must be met to be entitled to payment of
the Award are set forth in an Award Agreement between each Participant and NAI. The Incentive Plan provides the Board of
Directors with the discretion to set aside assets to fund the Incentive Plan although that has not been done to date. During the
year ended June 30, 2622-2023 , we granted a total of $ 0. 3-6 million in deferred cash awards to members of our Board of
Directors and certain key members of our management team. During the year ended June 30, 2624-2022 , we granted a total of $
+0 . 5-3 million in deferred cash awards to members of our Board of Directors and certain key members of our management
team. Each deferred cash award provides for three equal cash payments to the applicable Participant to be paid on the one year,
two year, and three year anniversaries of the date of the grant of such Awards, (the “ Award Date ”); provided on the date of
each payment (the “ Payment Date ), the Participant has been since the Award Date, and continues to be through the Payment
Date, a member of our Board of Directors or an employee of NAIL In the event a Participant ceases to be an employee of NAI or
a member of our Board of Directors prior to any Payment Date, no further payments shall be made in connection with the
Award. We formerly sponsored a defined benefit pension plan, which provides retirement benefits to employees based generally
on years of service and compensation during the last five years before retirement. Effective June 21, 1999, we adopted an
amendment to freeze benefit accruals to the participants. Annually, we contribute an amount not less than the minimum funding
requirements of the Employee Retirement Income Security Act of 1974 nor more than the maximum tax- deductible amount.
Disclosure of Funded Status The following table sets forth the defined benefit pension plan’ s funded status and amount
recognized in our consolidated balance sheets at June 30 (in thousands): 2023 2022 262+Change in Benefit Obligation: Benefit
obligation at beginning of year $ 1, 438 $ 1, 820 $2,-835-Interest cost 39-46 39 Actuarial loss (276-29 ) (43-276 ) Benefits paid
(34591 ) (2H-145 ) Benefit obligation at end of year $ 1,364 $ 1, 438 $1;-826-Change in Plan Assets: Fair value of plan
assets at beginning of year $ 1, 094 $ 1, 429 $4;-339-Actual return on plan assets 22 (190) 284-Employer contributions — F—
Benefits paid (445-91 ) (2H-145 ) Plan expenses — — Fair value of plan assets at end of year $ 1, 025 $ 1, 094 $1;429
Reconciliation of Funded Status: Difference between benefit obligation and fair value of plan assets $ ( 339) $ (344 3$-391+)
Unrecognized net actuarial loss in accumulated other comprehensive income 409 495 626-Net amount recognized $ 70 $ 151 §
235 Projected benefit obligation $ 1, 364 $ 1, 438 $4-826-Accumulated benefit obligation $ 1, 364 $ 1, 438 $4-826-Fair value
of plan assets $ 1, 025 $ 1, 094 $34;-429-The weighted- average discount rate used for determining the projected benefit
obligations for the defined benefit pension plan was 4. 39-89 % for the year ended June 30, 2622-2023 and 2-4 . 74-39 % during
the year ended June 30, 2624-2022 . Net Periodic Benefit Cost The components included in the defined benefit pension plan’ s
net periodic benefit expense for the fiscal years ended June 30 were as follows (in thousands): 2023 2022 2824+-Interest cost $
3946 $ 39 Expected return on plan assets (6942 ) (5969 ) Recognized actuarial loss 50 63 +38-Settlement loss 27 50 #3-Net
perlodlc benefit expense $ 81 $ &3 -$—1-63—In the ﬁscal yeaieyears ended June 30 2023 and .lune 30, 2022, we did not contribute

“““““ Fear-ended v 8680-to our defined benefit
pensmn plan The followmg isa sumrnary of changes in plan assets and beneﬁt obhgatlons recognlzed in other comprehensive
income (loss) (in thousands): 2023 2022 2024+-Net loss $ (8) $ (17) $-Settlement loss ( 277-28 ) Setement(50) Amortization
of net loss (50) ( F3rAmertizattenefretdoss63 3HHH-) Plan expenses — — Total recognized in other comprehensive neeme
loss $ (105586 ) $ (130 3$460-) Total recognized in net periodic benefit cost and other comprehensive loss $ (5) $ (47 ¥$
297) The estimated net loss for the defined benefit pension plan that will be amortized from accumulated other comprehensive
income into net periodic benefit cost over the next fiscal year is approximately $ 56-40 , 000. We do not have any transition
obligations or prior service costs recorded in accumulated other comprehensive income. The following benefit payments are
expected to be paid (in thousands): 2023-$799-2024 —§ 739 2025 276-264 2026 +4-13 2027 +46-106 2028 30 2029 - 2632
2033 67105 Total benefit payments expected to be paid $ 1, 266-257 The weighted- average rates used for the years ended June
30 in determining the defined benefit pension plan’ s net pension costs, were as follows: 2023 2022 2824-Discount rate 4. 89 %
4. 39 %2-74-% Expected long- term rate of return 6. +68-24 % 6. 68-10 % Compensation increase rate N / A N / A Our expected
rate of return is determined based on a methodology that considers historical returns of multiple classes analyzed to develop a
risk- free real rate of return and risk premiums for each asset class. The overall rate for each asset class was developed by
combining a long- term inflation component, the risk- free real rate of return, and the associated risk premium. A weighted
average rate was developed based on those overall rates and the target asset allocation of the plan. Our defined benefit pension
plan’ s weighted average asset allocation at June 30 and weighted average target allocation were as follows: Target 2023 2022
202+-Farget-Allocation Equity securities 64 % 49 % 53 62-%-55-% Debt securities 14 % 20 %25% 41 % Commodities 6-%-12
% 0 % 0 % Other 10 % 31 % 6 +%4-% 100 % 100 % 100 % The underlying basis of the investment strategy of our defined




benefit pension plan is to ensure that pension funds are available to meet the plan’ s benefit obligations when due. Our
investment strategy is a long- term risk controlled approach using diversified investment options with relatively minimal
exposure to volatile investment options like derivatives. The fair values by asset category of our defined benefit pension plan at
June 30, 2622-2023 were as follows (in thousands): Fetal-Quoted Prices in Active Markets for Significant Significant [dentical
Observable Unobservable Asscts Inputs Inputs Total (Level 1) Stgnifieant-Observable-tnputs{(Level 2) Signifteant
Unebservabletnputs-Level 3) Equity securities (1) $ 596-653 $ 596-653 $ — $ — Debt securities (2) § 247141 $ 247141 § —
$ — Other (3) $ 287231 $ 284231 $ — $ — Total $ 1,994-025 $ 1,094-025 $ — $ — (1) This category is comprised of
publicly traded funds, of which 5450 % are large- cap funds, 24-26 % are developed and emerging market funds, +9-18 % are
mid- cap funds, and 6 % are small- cap funds. (2) This category is comprised of publicly traded funds, of which 42-34 % are U.
S. fixed income funds and $8-66 % are corporate and foreign market fixed income funds. (3) This category is comprised of
commodities and cash alternatives. 1. Stockholders” Equity On September 18, 2020, the Board of Directors authorizeda $ 2. 0
million increase to our stock repurchase plan (“ Repurchase Plan ™), thus bringing the total authorized repurchase amount to $
12. 0 million. On March 12, 2021, the Board of Directors authorized an additional $ 3. 0 million increase to the Repurchase
Plan, thus bringing the total authorized repurchase amount to $ 15. 0 million. On January 14, 2022, the Board of Directors
authorized an additional $ 3. 0 million increase to the Repurchase Plan, thus bringing the total authorized repurchase amount to $
18. 0 million. Under the Repurchase Plan, we may, from time to time, purchase shares of our common stock, depending upon
market conditions, in open market or privately negotiated transactions. Treasury Stock repurchases for the year ended June
30, 2023 were as follows: Shares Average Cost Total Cost (in thousands) Shares purchased under Repurchase Plan 140,
812 $9.19 8 1, 294 Shares acquired from employees for restricted stock vesting 23, 587 8. 86 209 Total 164,399 § 1, 503
Treasury Stock repurchases for the year ended June 30, 2022 were as follows: Shares Average Cost Total Cost (in thousands)
Shares purchased under Repurchase Plan 406, 817 $ 12. 76 $ 5, 190 Shares acqulred from employee% for re%tneted stock Vestlng
28 263 11.08 313 Total435 080§ 5, 503 Freas v
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-1-3—69—647—’Pefa-l—463—492—$—4—1—47—Trea%ury %tock repurcha@e costs mclude commissions and fees. Shares acqulred from
employees for restricted stock vesting and stock options exercises were returned to us by the related employees and in return we
paid each employee’ s required tax withholding resulting from the vesting of restricted shares. The valuation of the shares
acquired and thereby the number of shares returned to us was calculated based on the closing share price on the date the shares
vested. Stock Incentive Plans For the year-years ended June 30, 2023and June 30, 2022, the Company had no stock options
outstanding. Restricted Steelestock eption-activity for the year ended June 30 %92—1—2023 was as follows Welghted Number
of Average Grant Shares — Date Fair 2009 Plan Weig verag h verag
yeafs)—Aggfegafe—Iﬂmn%Value Nonvested ¥esfed—aﬁd-exefeisab}e—at June 30, %9%9—2022 -1-39—1 (-)(-)(-)—666 $ 6—8 50 Granted
$ 6— Vested 1, 666 $ 8 . 28-50 Forfeited — $ — Nonvested Granted—3$—Outstanding-at June
30 206242023 5 — Avanlable for grant —$—Vested-and-exereisable-at June 30, 20242023 — Weighted Number $—
—$—OFthe136,-000-options-exereised;120;,-000-0f Average Grant these-optionexereises—were-eashlessnet-exereises
resulting-in-the-issuanee-of 55;-9+5-shares-Shares for-the-year-ended— Date Fair 2020 Plan Value Nonvested at June 30, 262+
2022 186,227 $ 12 . 56 Granted 123, 000 $ 8. 79 Vested (71, 146) $ 13. 04 Forfeited (14, 399) $ 11. 69 Nonvested at June
30, 2023 223, 682 $ 10. 39 Available for grant at June 30, 2023 349, 377 Restricted stock acthlty for the year ended June 30
2022 was as follows: Weighted Number of Average Grant Shares — Date Fair 2009 Plan
Value Nonvested at June 30, 2021 61, 324 $ 11. 47 Granted — $ — Vested (51, 326) $ 11. 52 Forfeited (8, 332) $ 10. 88
Weighted Number of Average Grant Shares

— Date Fair 2020 Plan Weighted-Average-GrantDateFair-Value Nonvested at June 30, 2021 87, 773 $ 16. 81 Granted 135, 850
$ 10. 99 Vested (25, 896) $ 16. 81 Forfelted (11 500) $ 16. 81 Nonvested at June 30, 2022 186, 227 $ 12. 56 Avallable for grant

698—2—2—7—Re%trlcted %tock grants, gr anted to membem of our Board of Dlrectors and Certam key member% of our management
team, vest over a period of years from the date of grant and the unvested shares cannot be sold or otherwise transferred and the
right to receive dividends, if declared by our Board of Directors, is forfeitable until the shares become vested. The total
remaining unrecognized compensation cost related to unvested restricted stock shares amounted to $ 2. 0 million at June 30,
2622-2023 and the weighted average remaining requisite service period of unvested restricted stock shares was 2. 4-1 years. J.
Commitments We lease a total of approximately 162, 000 square feet at our manufacturing facility in Vista, California from an
unaffiliated third party under a non- cancelable operating lease. On July 31, 2013, we executed a third amendment to the lease
for our manufacturing facility in Vista, €A-California . As a result of this amendment, our facility lease has been extended
through March 2024. NAIE leases facility space in Manno, Switzerland from two unaffiliated third parties. The leased spaces
total approximately 125, 000 square feet. We primarily use the facilities for manufacturing, packaging, warchousing and
distributing nutritional supplement products for the European and Asian marketplaces. On July 1, 2019, NAIE extended the
lease on its main manufacturing facility for an additional five years through June 30, 2024. On May 4, 2022 , NAIE further
extended the lease on its main manufacturing facility for a new term of ten years effective January 1, 2023 with a new
expiration date of December 31, 2032, with an option to extend one year. On November 5, 2018, NAIE entered into a lease with
Sofinol SA for approximately 2, 870 square meters of commercial warehouse space in a building located on the property



adjacent to the leasehold for the primary existing NAIE facility in Manno , Switzerland. NAIE uses the space primarily for raw
material storage. The lease is for an initial five- year term commencing on January 1, 2019 and NAIE can terminate the lease
with 12 months advance notice given on June 30th or December 31st each year of the initial term. At the end of the initial term
the lease eenverts-transfers to an indefinite tenancy a-year-to-yeartease-at the same rental rate terminable by NAIE or the
landlord upon 12 months' advance notice . This initial term of this lease ends on December 31, 2023 and as of June 30, 2023,
we have not provided notification of terminating this lease so the term automatically extended to December 31, 2024 .
Minimum rental commitments (exclusive of property tax, insurance and maintenance) under all non- cancelable operating leases
with initial or remaining lease terms in excess of one year, including the lease agreements referred to above, are set forth below
as of June 30, 2622-2023 (in thousands): 2023-There- 2024 2025 2026 2027 2028 Fhere—after Total Gross minimum rental
commitments $ 348752, 667868 5 1,288-369 S 1, 288369 $ 1. 288369 $ #1 ., 9683-369 § 6, +6-162 $ 14 , 74+506 Rental
expense totaled $ 3. 4-3 million for the fiscal year ended June 30, 2622-2023 and $ 3. 4 million for the fiscal year ended June
30, 26242022 . K. Economic Dependency We had substantial net sales to certain customers during the fiscal years ended June
30 shown in the following table. The loss of any of these customers, or a significant decline in sales or the growth rate of sales to
these customers, or in their ability to make payments when due, could have a material adverse impact on our net sales and net
income. Net sales to any one customer representing 10 % or more of the respective year’ s consolidated net sales were as
follows (dollars in thousands): Fiscal 2023 Fiscal 2022 Fiseal2024-Customer 1 $ 54-61 , 599-646 $ 96-37 , 820-218 Customer 2
3748 , 218-066 54, 599 Customer 3 (a) Customer3-31, 552 25§ 109 , 446-712 § 123, 369 $H1+6;230-a) Sales were less than
10 % of the respective period” s consolidated net sales. Accounts receivable from these customers totaled $ 1. 8 million at June
30,2023 and $ 10. 7 million at June 30, 2022 and-$34—-0-mithenatdune36;2024- We buy certain products, including beta-
alanine, from a single supplier. The loss of this supplier or other raw material suppliers could have a material adverse impact on
our net sales and net income. Raw material purchases from any one supplier representing 10 % or more of the respective period’
s total raw material purchases were as follows (dollars in thousands): Year ended June 30, 2023 2022 262+-% of Total % of
Total Raw Material Raw Raw Material Raw Purchases by Material Purchases by Material Supplier %-ofFotal-Raw-Material
Purchases RawMatertal Purehases by-Supplier %efFotal RawMatertal-Purchases Supplier 1 $ 11,487 13 % $ 14, 065 17 % $
23-11, 03324487 13 % $ 14, 065 17 %-$23-63324-% L. Derivatives and Hedging We are exposed to gains and losses
resulting from fluctuations in foreign currency exchange rates relating to forecasted product sales denominated in foreign
currencies and to other transactions of NAIE, our foreign subsidiary. As part of our overall strategy to manage the level of
exposure to the risk of fluctuations in foreign currency exchange rates, we may use foreign exchange contracts in the form of
forward contracts. There can be no guarantee any such contracts, to the extent we enter into such contracts, will be effective
hedges against our foreign currency exchange risk. During the year ended June 30, 2622-2023 and prior, we entered into forward
contracts designated as cash flow hedges primarily to protect against the foreign exchange risks inherent in our forecasted sales
of products at prices denominated in currencies other than the U. S. dollar. These contracts are expected to be settled through
Angust-September 2023-2024 . For derivative instruments that are designated and qualify as cash flow hedges, we record the
effective portion of the gain or loss on the derivative in accumulated other comprehensive income (OCI) as a separate
component of stockholders’ equity and subsequently reclassify these amounts into earnings in the period during which the
hedged transaction is recognized in earnings. For foreign currency contracts designated as cash flow hedges, hedge effectiveness
is measured using the spot rate. Changes in the spot- forward differential are excluded from the test of hedge effectiveness and
are recorded currently in earnings as revenue. We measure effectiveness by comparing the cumulative change in the hedge
contract with the cumulative change in the hedged item as well as ensuring the assumptions we made at hedge inception have
not materially changed. No hedging relationships were terminated as a result of ineffective hedging for the years ended June 30,
2622-2023 and June 30, 26242022 . We monitor the probability of forecasted transactions as part of the hedge effectiveness
testing on a quarterly basis. As of June 30, 26222023 , the notional amounts of our foreign exchange contracts accounted for as
cash flow hedges were $ 37-31 . 7 million (€ 3428 . 94 million). As of June 30, 2822-2023 , a net fess-gain of approximately $
0. 2 —3-million offset by approximately $ 542-660-0. 1 million of deferred taxes, related to derivative instruments designated as
cash flow hedges was recorded in OCI. As of June 30, 2624-2022 , a net loss of approximately $ 33;-666-2. 3 million , offset by
approximately $ 8-666-0. 5 million of deferred taxes, related to derivative instruments designated as cash flow hedges was
recorded in OCIL. It is expected that $ +-0 . 9-2 million of the gross tess-gain as of June 30, 2022-2023 , will be reclassified into
earnings in the next 12 months along with the earnings effects of the related forecasted transactions. During the year ended June
30,20822-2023 , we recognized $ 0. 5 —4-million of net gains in OCI, reclassified $ 3. -1 million of gains and forward point
amortization from OCI to Net Sales. During the year ended June 30, 20242022 , we recognized $ 2-5 . 8-4 million of net Jesses
gains in OCI, reclassified $ 3. 2-0 million of fesses-gains and forward point amortization from OCI to Net Sales. For foreign
currency contracts not designated as cash flow hedges, changes in the fair value of the hedge are recorded directly to foreign
exchange gain or loss in other income in an effort to offset the change in valuation of the underlying hedged item. During the
year ended June 30, 2622-2023 , we entered into forward contracts in order to hedge foreign exchange risk associated with our
lease liability at NAIE, which is denominated in Swiss Francs (CHF). As of June 30, 2822-2023 , the notional amounts of our
foreign exchange contracts not designated as cash flow hedges were approximately $ 5-12 . 2-3 million (CHF 5-11 . 6-1 million).
We are exposed to interest rate fluctuations related to our $ 10. 0 million Term Note with Wells Fargo, which carries a variable
interest rate of 1. 80 % above the SOFR rolling 30- day average. To manage our exposure to this variable rate, on August 23,
2021, we entered into a floored interest rate swap that fixes our all- in rate on this loan to 2. 4 % for the first three years of the
term loan. Fluctuations in the relation of our contractual swap rate to current market rates are recorded as an asset or liability
with an offset to OCI at the end of each reporting period. Interest expense is adjusted for the difference between the actual

SOFR spread and the swap contractual rate such that our effective interest expense for each period is equal to our hedged rate of
2.4 %. M. Contingencies From time to time, we become involved in various investigations, claims and legal proceedings that



arise in the ordinary course of our business. These matters may relate to product liability, employment, intellectual property, tax,
regulation, contract or other matters. The resolution of these matters as they arise will be subject to various uncertainties and,
even if such claims are without merit, could result in the expenditure of significant financial and managerial resources. While
unfavorable outcomes are possible, based on available information, we generally do not believe the resolution of these matters
will result in a material adverse effect on our business, consolidated financial condition, or results of operations and the price of
our common stock. However, a settlement payment or unfavorable outcome could adversely impact our results of operations.
Our evaluation of the likely impact of these actions could change in the future and we could have unfavorable outcomes we do
not expect. COVID- 19 Pandemic The Company continues to monitor and evaluate the risks to public health and the impact on
overall global business activity related to the COVID- 19 pandemic, including potential impacts on our employees, customers,
suppliers and financial results. As the situation remains fluid, it is difficult to predict the duration and scope of the pandemic and
its impact on our business. However, it may result in a material adverse impact to our financial position, operations and cash
flows if conditions persist or worsen. N. Segment Information Our business consists of two segments for financial reporting
purposes. The two segments are identified as (i) private- label contract manufacturing, which primarily relates to the provision
of private- label contract manufacturing services to companies that market and distribute nutritional supplements and other
health care products, and (ii) patent and trademark licensing, which primarily includes direct raw material sales and royalty
income from our license and supply agreements associated with the sale and use of beta- alanine under our CarnoSyn ® and SR
CarnoSyn ® trade names. We evaluate performance based on a number of factors. The primary performance measures for each
segment are net sales and income or loss from operations before corporate allocations. Operating income or loss for each
segment does not include corporate general and administrative expenses, interest expense and other miscellaneous income and
expense items. Corporate general and administrative expenses include, but are not limited to human resources, corporate legal,
finance, information technology, and other corporate level related expenses, which are not allocated to any segment. Transfers of
raw materials between segments are recorded at cost. The accounting policies of our segments are the same as those described
in the summary of significant accounting policies in Note A. Our operating results by business segment for the years ended June
30 were as follows (in thousands): 2023 2022 2024+-Net Sales Private- label contract manufacturing $ 145, 294 $ 154, 798 $164;
340-Patent and trademark licensing 8, 721 16, 168 $44-154 , 246-015 $ 170, 966 2023 $478;:-526-2022 202+-Income from
Operations Private- label contract manufacturing $ 9, 488 $ 15, 667 $3+7-744-Patent and trademark licensing 3, 021 6, 780 4;
442-Income from operations of reportable segments 12, 509 22, 447 22,486-Corporate expenses not allocated to segments (87
, 768796 ) (8,514-768 ) $ 4,713 $ 13, 679 2023 $43;-672-2022 2024-Assets Private- label contract manufacturing $ 102, 495 $
115, 649 $95;324-Patent and trademark licensing 31, 657 30, 354 24-$ 134 , 957-152 $ 146, 003 $426;28+-Our private- label
contract manufacturing products are sold both in the U. S. and in markets outside the U. S., including Europe, Canada,
Australia, New Zealand, Mexico and Asia. Our primary markets outside the U. S. are Europe and Asia. Our patent and
trademark licensing activities are primarily based in the U. S. Net sales by geographic region, based on the customers’ location,
for the two years ended June 30 were as follows (in thousands): 2023 2022 262+-United States $ 109, 277 $ 115, 255 $94;762
Markets outside the United States 44, 738 55, 711 83;:-848-Total net sales $ 154, 015 $ 170, 966 $+78;-520-Products
manufactured by NAIE accounted for 84-79 % of consolidated net sales in markets outside the U. S. in fiscal 2023 and 84 % in
fiscal 2022 and-F+%-mfiseal 2024+ No products manufactured by NAIE were sold in the U. S. during the fiscal years ended
June 30, 2023 and 2022 and2024-. Long- lived assets by geographic region, based on the location of the company or subsidiary
at which they were located or made, for the two years ended June 30 were as follows (in thousands): 2023 2022 2624-United
States $ 53,536 $ 43, 769 $24+409-Europe 20, 674 22, 505 +7-839-Total Long- Lived Assets $ 74,210 $ 66, 274 $38348
Total assets by geographic region, based on the location of the company or subsidiary at which they were located or made, for
the two years ended June 30 were as follows (in thousands): 2023 2022 2624-United States $ 89,167 $ 83, 443 $67,367
Europe 44, 985 62, 560 52,974-Total Assets $ 134, 152 § 146, 003 $1420;,283-Capital expenditures by geographic region, based
on the location of the company or subsidiary at which they were located or made, for the two years ended June 30 were as
follows (in thousands): 2023 2022 2824-United States $ 13,210 $ 25, 383 $2,336-Europe 314 1, 105 2.7 -Total Capital
Expendlture% $ 13 524 $ 26, 488 -$é—1-97—0 Subqequent Events On July 2—1—3{—18 %922—2023 we entered into pttfehased—t-hfee

peﬁteﬁ—Fourth Amendment to Lease amendmg and extendmg the term of emefereeasfed-sa}es—tfaﬁsaeﬁeﬁs-éeﬁeﬁﬁnated—m
Euros-the lease of its Vista, California manufacturing facilities . The Fourth Amendment extends three—- the eentraets
expite-quarterty-term of the Lease by an additional ten years and five months commencing April 1, 2024. The amended
Lease covering two buildings and approximately 162, 000 square feet will result in an increase in base rent to $ 1. 50 per
square foot, after five free months of base rent beginning BPeeember2622-at the commencement of the extended term. NAI
intends to construct substantial improvements to the facilities including but not limited to installation of and-- an ending
September2623-approximately $ 2 . 3 The-forward-eontracts-have-anotionalameuntef €-5-9-million solar electrical
generating system on both buildings, and a-weighted-average-forward-rate-of-other substantial improvements. Pursuant to
the Fourth Amendment, the Landlord will reimburse NAI for up to $ 1. 936-1 million of these tenant improvements to
the buildings . On August +6th-16 , 2022-2023 , we purehased-announced the temporary closure of our new high- speed
powder processing facility in Carlsbad, California due to excess inventory on hand at one ferward-eontraetto-proteet
against-of our largest customer’ s and the-their foreigneurreney-exchangeriskinherentin-ourtong-efforts to rebalance

supply and demand. We expect this facility will re - term-lease-liability-denominated-open and our prior level of operations
will resume late in SwissFranes-our third fiscal quarter of 2024, but there can be no assurance this customer will resolve

its supply and demand issues in the timeframe expected or what level of business we will have with this customer if they
purchase from us in the future . The-forwatrd-eontracthad-Closure of this plant will contribute to an anticipated net loss in
the first half of fiscal 2024, net income in the second half, and an overall net loss in fiscal 2024. If this customer is unable



to resolve its inventory issues in this timeframe, or our sales forecast is not reallzed we w1ll llkely experlence a contlnumg
material decrease in revenues during fiscal year 1 e 5 a1

0-9477—This-eontractexpired-onr-September72022-2024 . On September—?‘—lS %922—2023 We—pufehased-aﬂet-heffem*afé
een&aet—fe{ated-te-our Board of Dlrectors adopted Rg—te ROH A ssFrane place-the

ethas ﬁe&ena-l-ameﬁﬁt—Clawback Pollcy requlrlng recoupment of EHE
-1—2—9—na1-1-1-teﬁ—certaln executlve compensatlon in the event of and-- an a~weighted-average-forwardrate-of 6-—9735-accounting
restatement resulting from material noncompliance with financial reporting requirements under the federal securities
laws . ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE None. ITEM 9A. CONTROLS AND PROCEDURES (a) Evaluation of Disclosure Controls and Procedures We
maintain certain disclosure controls and procedures as defined under the Securities Exchange Act of 1934. They are designed to
help ensure that material information is: (1) gathered and communicated to our management, including our principal executive
and financial officers, in a manner that allows for timely decisions regarding required disclosures; and (2) recorded, processed,
summarized, reported and filed with the SEC as required under the Securities Exchange Act of 1934 and within the time periods
specified by the SEC. Our management, with the participation of our Chief Executive Officer and Chief Financial Officer,
evaluated the effectiveness of the design and operation of our disclosure controls and procedures as of June 30, 2022-2023 .
Based on such evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and
procedures were effective as of June 30, 2622-2023 . (b) Management’ s Annual Report on Internal Control Over Financial
Reporting Management is responsible for establishing and maintaining adequate internal control over financial reporting for the
Company, and for performing an assessment of the effectiveness of internal control over financial reporting as of June 30, 2622
2023 . For this purpose, internal control over financial reporting refers to a process designed by, or under the supervision of, our
principal executive and financial officers and effected by our board of directors, management and other personnel, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with GAAP. Internal control over financial reporting includes those policies and procedures that (1)
pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of
the assets of the Company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with GAAP, and that receipts and expenditures of the Company are being made only in
accordance with authorizations of management and directors of the Company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use or disposition of our assets that could have a material adverse
effect on the financial statements. Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements. Projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate. Management performed an assessment of the effectiveness of our internal control over financial reporting as of June
30, 2622-2023 based upon criteria in an Internal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) (2013 framework). Based on this assessment, management believes our
internal control over financial reporting was effective as of June 30, 2622-2023 based on the criteria issued by COSO. This
assessment does not include an attestation report of our independent registered public accounting firm regarding internal control
over financial reporting. Management’ s report was not required to be attested to by our independent registered public
accounting firm pursuant to applicable law and rules that permit the Company to provide only the management’ s report as part
of this assessment. (c) Changes in Internal Control Over Financial Reporting There were no changes to our internal control over
financial reporting during the fourth quarter ended June 30, 2622-2023 that have materially affected, or that are reasonably likely
to materially affect, our internal control over financial reporting. ITEM 9B. OTHER INFORMATION PART III The
information called for under Items 10- 14 of this Part III will be incorporated by reference from our definitive proxy statement
for our Annual Meeting of Stockholders to be held on December 2-7 , 26222023 , to be filed on or before October 28, 2622
2023 . PART-47PART IV ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES The following documents
are filed as part of this report: (1) Financial Statements. The financial statements listed below are included under Item 8 of this
report: « Consolidated Balance Sheets as of June 30, 2023 and 2022 and2624-; » Consolidated Statements of Operations and
Comprehensive Income €=ess)-for the years ended June 30, 2023 and 2022 and2624—; « Consolidated Statements of
Stockholders’ Equity for the years ended June 30, 2023 and 2022 and-262+; 58—+ Consolidated Statements of Cash Flows for
the years ended June 30, 2023 and 2022 and2624—; and * Notes to Consolidated Financial Statements. (2) Exhibits. The
following exhibit index shows those exhibits filed with this report and those incorporated by reference: EXHIBIT INDEX
Exhibit Number Description Incorporated By Reference To 3 (i) Amended and Restated Certificate of Incorporation of Natural
Alternatives International, Inc. filed with the Delaware Secretary of State on January 14, 2005 Exhibit 3 (i) of NAI’ s Quarterly
Report on Form 10- Q for the quarterly period ended December 31, 2004, filed with the commission on February 14, 2005 3 (ii)
Amended and Restated By- laws of Natural Alternatives International, Inc. dated as of February 9, 2009 Exhibit 3 (ii) of NAI’ s
Current Report on Form 8- K dated February 9, 2009, filed with the commission on February 13, 2009 4 (i) Form of NAI’ s
Common Stock Certificate Exhibit 4 (i) of NAI’ s Annual Report on Form 10- K for the fiscal year ended June 30, 2005, filed
with the commission on September 8, 2005 10. 1 Lease of Facilities in Vista, California between NAI and Calwest Industrial
Properties, LLC, a California limited liability company (lease reference date June 12, 2003) Exhibit 10. 10 of NAI’ s Quarterly
Report on Form 10- Q for the quarterly period ended September 30, 2003, filed with the commission on November 5, 2003 10.
2 Form of Indemnification Agreement entered into between NAI and each of its directors Exhibit 10. 15 of NAI’ s Annual
Report on Form 10- K for the fiscal year ended June 30, 2004, filed with the commission on September 14, 2004 10. 3 2009
Omnibus Incentive Plan * Attachment D of NAI” s definitive Proxy Statement filed with the commission on October 16, 2009
10. 4 Nonqualified Incentive Plan * Exhibit 10. 1 to NAI’ s Current Report on Form 8- K dated July 16, 2020, filed with the



commission on July 22, 2020 10. 5 License and Fee Agreement effective November 10, 2010 by and among Roger Harris, Mark
Dunnett, Kenny Johansson and NAI Exhibit 10. 40 of NAI’ s Quarterly Report on Form 10- Q for the quarterly period ended
September 30, 2010, filed with the commission on November 12, 2010 10. 6 ISDA 2002 Master Agreement dated as of March
10, 2011 by and between Bank of America N. A. and NAI (with Schedule dated March 10, 2011) Exhibit 10. 31 of NAI’ s
Quarterly Report on Form 10- Q for the quarterly period ended March 31, 2011, filed with the commission on May 16, 2011 10.
7 Third amendment to the Lease of Facilities in Vista, California between NAI and CWCA Vista Distribution 77, LLC, a
Delaware limited liability company Exhibit 10. 40 of NAI’ s Annual Report on Form 10- K for the fiscal year ended June 30,
2013, filed with the commission on September 19, 2013 10. 8 Agreementto-Lieense-by-and-Lease of Facilities in Manno,
Switzerland between NAFNAIE and Mr Cempound-Setutiens; e~ Silvio Tarchini cffective July as-efAprit-1, 2014
(English translatlon) Exhibit 10. 3738 of NAI’ s Annual Report on F orm 10-K for the ﬁscal year ended June 30, 2014 ﬁled
w1th the commrssron on September 25 2014. lO 9 Eeases A A —Sthv

d e 3 0 Amended and Restated Employment Agreement
by and between NAl and Mark A. LeDouX effectrve October 1, 2015 * Exh1b1t 10. 1 of NAI’ s Current Report on Form 8- K
dated October 1, 2015, filed with the commission on October 1, 2015. 10. H-10 Amended and Restated Employment
Agreement, by and between NAI and Kenneth E. Wolf, effective October 1, 2015 * Exhibit 10. 2 of NAI’ s Current Report on
Form 8- K dated October 1, 2015, filed with the commission on October 1, 2015. 10. 42-11 Amended and Restated Employment
Agreement, by and between NAI and Michael E. Fortin, effective October 1, 2015 * Exhibit 10. 3 of NAI” s Quarterly Report on
Form 10- Q for the quarterly period ended September 30, 2015, filed with the commission on November 12, 2015. 10. 43-12
First amendment to credit agreement by and between NAI and the Wells Fargo Bank N. A. effective as of February 1, 2016
Exhibit 10. 01 of NAI” s Quarterly Report on Form 10- Q for the quarterly period ended December 31, 2015, filed with the
commission on February 9, 2016. 10. +4-13 First amendment to the Amended and Restated Employment Agreement, by and
between NAI and Michael E. Fortin, effective September 1, 2016 * NAl’ s Current Report on Form 8- K dated September 1,
2016, ﬁled w1th the commission on September 6, 2016 10. 14 ehusiy et 0 e = anrd

on%ug-ust—l—l—29—l—7—l—9—l—6—l: irst amendment to the Amended and Restated Employment Agreement by and between NAl and
Mark A. LeDoux, effective July 1, 2018 * Exhibit 10. 1 of NAI” s Quarterly Report on Form 10- Q for the quarterly period
ended September 30, 2018, filed w1th the commission on November 13, 2018



