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Below is a summary of the principal factors that make an investment in our securities speculative or risky. This summary does
not address all of the risks that we face. Additional discussion of the risks summarized in this risk factor summary, and other
risks that we face, can be found below under the heading “ Risk Factors ” and should be carefully considered, together with
other information in this Form 10- K and our other filings with the SEC, before maklng an 1nve§tment decision regarding our
%ecurme% o We W111 need addmonal fundlng, and we cannot guarantee that we will

; W find adequate sources of capital in the future. @ We
have incurred %1gn1ﬂcant losses since our inception and may be unable to obtain additional funds before we achieve positive
cash flows. ® Our programs and solutions may not be as effective as we believe and may not achieve broad market acceptance
and announcements of disappointing results may lead to declines in the market prices of our securities. ® Our business currently
depends upon a few large customers; during 2021, we lost two large efsweh-customers , and in October 2023, a large
customer provided a notice of its intent to cease using our services in February 2024, and any further loss would have a
material adverse effect on us. ® We have $ +9-3 . -5 million in principal amount of secured debt outstanding under the Keep
Well Agreement , $ 1. 5 million of which is payable upon demand of the lender , and a default thereunder would have

materlal adverse Coneequences to our ﬁnanc1al condltlon operatlng result% and busmess—O—’Phe—Keep—WleH—A-gfeemeﬂt—eeﬂfams

to generate %ufﬁment ca%h flow or raise adequate financing to grow or scale our business or to fund our opelatlon% e We depend
upon our senior management and key consultants and their loss or unavailability could put us at a competitive disadvantage. ®
We need to attract and retain highly skilled personnel; we may be unable to effectively manage growth with our limited
resources. ® Customers may not achieve the savings we expect are created by our programs and solutions, which could
adversely impact our business. ® Market acceptance of our programs and solutions depends in large part on the willingness of
third party payors to cover them, which is beyond our control. ® We may fail to manage our growing business and may not be
successful in identifying or completing any acquisitions necessary to continue such growth. Any such acquisition completed
may not be successfully integrated with our operations or yield additional value for stockholders. ® We may be unable to protect
our intellectual property rights and we may be liable for infringing the intellectual property rights of others. ® Ongoing
healthcare legislative and regulatory reform measures may have a material adverse effect on our business and results of
operations. ® We must comply with significant government regulationq including with respect to licensure and privacy matters.
e Our Series A Preferred Stock has no fixed maturity date, ranks junior to our currently outstanding indebtedness, is entitled to
the payment of dividends only to the extent we may do so under Delaware corporate law, 1s-eurrently-stubjeettorestrietions-on
transfer-eontainedHnroureharter-and has limited voting rights. ® Our largest stockholder controls approximately 61 48—6-% of
our outstanding common stock and beneficially owns approximately 93 $5—5-% of our common stock, and may determine all
matters presented for stockholder approval, including the election of directors, significant corporate transactions and our
dissolution. ® We are subject to ongoing litigation and may be subject to future litigation, any of which could result in
substantial liabilities. ® Our common stock may be delisted by Nasdaq. ® The price of our common stock and preferred stock
may be volatile. ® The market prices for our common stock and preferred stock may be adversely impacted by future events. @
Our certificate of incorporation, bylaws and Delaware law have anti- takeover provisions that could discourage, delay or prevent
a change in control, which may cause our %tock prlce to dechne Risks related to our business We expect to continue to incur
substantial operating losses and-ma b ble-te-ob dditional-finanein g- We have been unprofitable since our inception in
2003. Historically, we have seen and continue to see net losses, net loqs from operations and negative cash flow from operating
activities , except for positive cash flow from operating activities in our second quarter of 2020 and first quarter of 2021,
as we experienced a period of rapid growth, and more recently our results have been negatively impacted by customer
terminations. At December 31, 2022-2023 , our total eashandrestrieted-cash was $ 9. 7 million and we had a&=working capital of
approximately $ 4-8 . 8 million. We had an average monthly cash flew-burn rate from operations bararate-of approximately $ 2
1 . 6-3 million for the year ended December 31, 2622-2023 and could continue to incur negative cash flows and operating losses
for the next twelve months. We have incurred negative cash flows from operations since inception and have expended,
and expect to continue to expend, substantial funds to support and grow our business. We will require additional funds
before eenﬂnue—te—memfeﬁhquﬁﬁy—heweveﬁrﬁwe are ttna-b}e—~ able to generate enough cash flows makesuffietentnew

tre y ntintie-to fund havesuffietenteapital-to-eontinte-to-seate-our
operatlom —semee—etueeeﬂtfaefs—and meet -fufufe-eﬁfe-l-l-meﬁts-efour obhgatlons eover-our-operating-expenses-. Additionally, if
we add more health plans than budgeted-we anticipate , increase the size of the outreach pool by more than we anticipate,
decide to invest in new products or seek out additional growth opportunities, or in order to provide liquidity for an extended
period of losses, we would consider finaneing-these-raising additional capital. We do not know whether additional funding
will be available to us when needed on acceptable terms or at all. If adequate funds are not available or are not available
on acceptable terms, we may need to downsize, curtail program development efforts or halt our eptiens-operations

altogether. with-eithera-debt-orequity-finaneing-for-whieh-there-There can be no assurance that any such financing will be




available to us when needed on acceptable terms or at all. If we raise additional funds by issuing equity securities, such
financing will result in further dilution to our stockholders. Any equity securities issued also may provide for rights,
preferences or privileges senior to those of holders of our common stock. If we raise funds by issuing debt securities,
such securities would have rights, preferences and privileges senior to those of holders of our common stock, and the
terms of the debt securities issued could impose significant restrictions on our operations. Ve have inenrred-negative-eash
flows-fromreperationssineeineeption-$ 3. 5 million in principal amount of secured debt outstanding under the Keep Well
Agreement, and a default thereunder would have material adverse consequences expended;-and-expeet-to eontinteto
d s d-grovw-our ﬁnancnal condltlon, operatlng results, and business —\Ve—w-rl-l—requfre
6 0 SHr-6p 6 6 bligati . We entered

into a Master Note Purchase A(rleement W 1th Auutas C dpltdl LL( (“ Acultas Capital dnd together with its dffllldtes including

Acuitas Group Holdings, LLC and Terren S. Peizer, “ Acuitas ), dated as of Ap111 15, 2022 ras-amended-oneach-of-Angusti2;
%92—2—P~}eveﬁa-ber—}9—292—2—aﬁd—]9eeerﬂ-ber—39z'1922—(as amended to date , the “ Keep Well Agreement ). Acuitas Capital is our

largest stockholder and an entity indirectly wholly owned and controlled by Mr. Peizer, our former Chief Executive Officer and
Chairman. Fe-As of the filing datc of this report , we berrowed-have $ +9-3 . 6-5 million in principal amount of secured debt

outstandlng t-he—$—2§—9—ﬁn-1-hefrt-l=r&t—we—may—befrew—under the Keep Well Agreement ev1denced by senior secured convertlble

Agreement—Notes”)' 3 i ! a
even—rﬁwe—berrew—t-he—rema-rn—mg—‘{s 6—1 5 m11110n of whlch is payable upon demand of &V&r}ab}e—uﬂder—t-he—léeep—\VeH

Well A(rleement mcludes customary ev ents of detault for a first priority senior secured debt facility. In the event of dehlult
under the Keep Well Agreement, Acuitas and the collateral agent under the Keep Well Agreement would have the rights that a
secured creditor with a first priority lien on a company’ s assets would have, including, the right to collect, enforce or satisfy any
secured obligations then owing, including by foreclosing on the collateral securing our obligations under the Keep Well
A;:reement (Whth ﬂenerally Comprlse dH of our assets), and restrlctlons on the operation of our business would spring into

ot Re-aty WiE g . A default under
the Keep Well A(rleement W ould have mdterlal ad\ erse consequences to our fmdncml condition, operating results, and business,
and could cause us to become insolvent or enter bankruptcy proceedings, and our stockholders may lose all or a portion of their
investment because of the priority of the claims of Acuitas, in its capacity as a secured creditor, on our assets. See also ““ Acuitas
Group Holdings, LLC owns approximately 61 46—6-% of our outstanding common stock and beneficially owns approximately
93 85-5-% of our outstanding common stock, and as a result of such ownership has the ability to substantially influence the
election of directors and other matters submitted to stockholders ” and “ There can be no assurance that our common stock
will continue to be listed on Nasdagq or, if listed, that we will be able to comply with the continued listing standards of
Nasdaq, which could limit investors’ ability to transact in our securities and subject us to additional trading restrictions ,
” below . For additional information regarding the Keep Well Agreement, see the section titled, “ Keep Well Agreement
” in Note 9 of the Notes to Consolidated Financial Statements in Part II, Item 8 of this report . The amounts we borrow
under the Keep Well Agreement bear interest at a variable rate which could cause our outstanding indebtedness to increase
significantly. The amounts we borrow under the Keep Well Agreement bear interest based on the 30 day tenor Term Secured
Overnight Financing Rate (SOFR) Reference Rate, which is subject to a monthly adjustment, plus a margin specified in the
Keep Well Agreement. As a result, in an increasing interest rate environment, the interest rate on the amounts we borrow under
the Keep Well Agreement is subject to increase, thereby resulting in increased interest expense. The 30 day tenor Term SOFR
Reference Rate has steadily increased in the past year. At December 31, 2022-2023 , we had a total of $ 0. 6-1 million of accrued
paid- in- kind interest related-te-on amounts borrowed under the Keep Well Netes-and-Agreement, which was related to the
the-three months ended December 31, 2023. The cffective weighted average interest rate for the amounts borrowed under
the Keep Well Agreement was 20. 79 % at December 31, 2023 Accrued interest on the prmclpal amount of the Keep Well

wa p P b PV is added to

prmmpal wlnch elther we w111 be required to repay , w1th respect to $ 1 5 mllllon of prlnclpal upon demand of the lender,
and with respect to the balance on the maturity date, June-36-May 14 , 2624-2026 , or, if converted into shares of our common

stock inr-aeeordance-with-the-terms-of the Keep-WeltAgreement-, will result in additional dilution to our stockholders. See Note

9 of the Notes to Consolidated Financial Statements in Part II, Item 8 of this report for more information. We may fail to




successfully manage and grow our business, which could adversely affect our results of operations, financial condition and
business. Continued expansion could put significant strain on our management, operational and financial resources. The need to
comply with the rules and regulations of the SEC will continue to place significant demands on our financial and accounting
staff, financial, accounting and information systems, and our internal controls and procedures, any of which may not be
adequate to support our anticipated growth. The need to comply with the state and federal healthcare, security and privacy
regulation will continue to place significant demands on our staff and our policies and procedures, any of which may not be
adequate to support our anticipated growth. We may not be able to effectively hire, train, retain, motivate and manage required
personnel. Our failure to manage growth effectively could limit our ability to satisfy our reporting obligations, or achieve our
marketing, commercialization and financial goals. We may be unable to successfully execute on our growth initiatives, business
strategies or operating plans. We are continually executing a number of growth initiatives, strategies and operating plans
designed to enhance our business. The anticipated benefits from these efforts are based on several assumptions that may prove to
be inaccurate. Moreover, we may not be able to successfully complete these growth initiatives, strategies and operating plans
and-or realize all of the benefits, including growth targets and cost savings, that we expect to achieve or it may be more costly to
do so than we anticipate. A variety of risks could cause us not to realize some or all of the expected benefits. These risks
include, among others, delays in the anticipated timing of activities related to such growth initiatives, strategies and operating
plans, increased difficulty and cost in implementing these efforts, including difficulties in complying with new regulatory
requirements and the incurrence of other unexpected costs associated with operating the-our business, failure of our products to
receive sufficient market acceptance and a highly competitive, rapidly evolving marketplace. Moreover, our continued
implementation of our Ontrak programs may disrupt our operations and performance. As a result, we cannot assure you that we
will realize the intended-expected benefits of our growth initiatives, strategies and operating plans . [f, for any reason, the
benefits we realize are less than our estimates or the implementation of our growth initiatives, strategies and operating plans
adversely affect our operations or cost more or take longer to effectuate than we expect, or if our assumptions prove inaccurate,
our business, financial condition and results of operations may be materially adversely affected. Failure to effectively develop
and expand our sales and marketing capabilities could harm our ability to execute our business plan, increase our customer base
and achieve broader market acceptance of our program. Our ability to increase our customer base and achieve broader market
acceptance of our Ontrak program will depend to a significant extent on our ability to deploy our sales and marketing resources
efficiently and our ability to drive our current sales pipeline to secure new customers and to cultivate customer and partner
relationships to drive revenue growth in the next twelve months. We are focused on identifying and developing new customer
opportunities and these efforts require us to invest significant financial and other resources. Our business and operating results
will be harmed if our sales and marketing efforts do not generate significant increases in revenue in the next twelve months. Our
programs may not be as effective as we believe them to be, which could limit our potential revenue growth. Our belief in the
efficacy of our Ontrak selutien-programs is based on a limited experience with a relatively small number of members in
comparison to the total addressable members. Such results may not be indicative of the long- term future performance of
treatment with our programs. If the initialty—-- initial indieated-results cannot be successfully replicated or maintained over time,
utilization of our programs could decline substantially. There are no standardized methods for measuring efficacy of programs
such as ours. Even if we believe our sehstions-programs are effective, our customers could determine they are not effective by
utilizing different outcome measures. In addition, even if our customers determine our selatiens-programs are effective, they
may discontinue them because they determine that the aggregate cost savings are not sufficient, our programs do not have a high
enough return on investment, they prefer other competitive or strategic setations-programs or do not believe our programs
deliver other desired benefits such as clinical outcomes. Our success is dependent on our ability to enroll third- party payor
members in our programs Gﬁtfakse}uﬁeﬁs— Our J:afge-sea}e—outreach and enrollment efforts have-may not beemreondueted

y achieve the anticipated enrollment rates. Our Ontrak selutior
programs may not become Wldely accepted which could limit our growth. Our ability to achieve further marketplace
acceptance for our Ontrak selutterrprograms is dependent on our ability to demonstrate financial and clinical outcomes from
our agreements. If we are unable to secure sufficient contracts to achieve recognition or acceptance of our Ontrak setatiorn
programs or if our pregram-programs does not demonstrate the expected level of clinical improvement and cost savings, it is
unlikely that we will be able to achieve widespread market acceptance. Disappointing results for our selutions-programs or
failure to attain our publicly disclosed milestones could adversely affect market acceptance and have a material adverse effect on
our stock price. Disappointing results, later- than- expected press release announcements or termination of evaluations, pilot
programs or our eemineretal-Ontraksolutions by particular customers could have a material adverse effect on the commercial
acceptance of our solutions, our stock price and on our results of operations. In addition, announcements regarding results, or
anticipation of results, may increase volatility in our stock price. In addition to numerous upcoming milestones, from time to
time we provide financial guidance and other forecasts to the market. While we believe that the assumptions underlying
projections and forecasts we make publicly available are reasonable, projections and forecasts are inherently subject to
numerous risks and uncertainties. Any failure to achieve milestones, or to do so in a timely manner, or to achieve publicly
announced guidance and forecasts could have a material adverse effect on our results of operatlons and the price of our
common stock Ne-fe p : ;




competitive, dnd we may not be able to compete successfully. The healthcare business in general, and the behav10rdl health
treatment business in particular, are highly competitive and rapidly evolving. While we believe our programs preduets-and
serviees-are unique in many aspects antgte-and that our ability to offer customers a comprehensive and integrated
behavioral health solution, including the utilization of our analytical models and innovative member engagement
methodologies, will help us compete effectively , we operate in highly competitive markets. We compete with other healthcare
management service organizations, care management and disease management companies, including Managed Behavioral
Healthcare Organizations (MBHOs), other specialty healthcare and managed care companies, and healthcare technology
companies that are offering treatment and support of behavioral health on- line and on mobile devices. Most of our competitors
are significantly larger and have greater financial, marketing and other resources than us. We-beleve-Our competitors may
develop and introduce new processes and products that are equal eut— or abiity-superior to our programs in treating

effe%eﬂstefrmfs—a—eefﬂpfeheﬂswe—aﬁd-mtegfated—behaworal health condltlons se}tr&eﬁ—me}ud-mg—ﬂ&e—utﬁﬁ&&eﬁ—e%etﬁﬂa%yﬁe&
tvely Hewever—t-hefe—There can be

no assurance that we will be able to compete successfully

eompetitiontirthe—future-, that we will have financial resources to contlnue to improve our otfermgs or that we Wlll be
successful i 1mp10v1ng them, any of which would limit our dblhty to maintain or 1n01edse our busmess —eﬂfeeﬂapeﬁtefs—may

substantlal percentdoe of our revenues are attrlbutdble toa tew large customers, any or dH of Wthh may terminate our services

at any time. Appr0x1mately 96 % fl"—h-fee-eusfeﬂaefs—aeeeﬂﬁted—fefaﬁ—and ﬁggfegafe-e-ﬁapproxnnately 98 92-%-and-four

revenues trom a 11m1ted number of customers will continue tor the tmeseeable future. Sales to these customels are made
pursuqnt to dgeements with flexible termination provmons gener'llly ent1t11ng the customer to terminate Wlth or Wlthout cause

W ves
affected our business and tlmncml condltlon and results . For example, in February 2021 and August 2021 we recelved
notices from each of our then largest customers of their intent not to continue our program, and in October 2023, we
received a notice from a large customer of its intent not to continue using our services after February 2024 . We may not
be able to keep our key customers, or these customers may decrease their enrollment levels. Any substantial decrease or delay in
revenues relating to one or more of our key customers would harm our business and financial condition and results. If revenues
relating to current key customers cease or are reduced, we may not obtain sufficient enrollments from other customers necessary
to offset any such losses or reductions. We depend on key personnel, the loss of which could impact the ability to manage our
busmess We are hlghly dependent on our senior management dnd key opeldtm > and technical personnel fPhe—}ess-ef—t-he

1nd1v1duals exeeﬂtﬁe—e—fﬁeefs—are at- Wlll employees and -t-hefefe-fe—they may terminate employment with us dt any time with no
advance notice. We-alsorelyThe loss of the services of any member of our senior management or of our key operating

and technical personnel could have a material adverse effect on our business teadership-team-in-the-areas-of researehrand
development-, operating results marketing;serviees-and financial condition general-and-administrative-funetions-. In

addition, Frem-from time to time, there may be changes in our executive management team resulting from the hiring or
departure of executives, which could disrupt our business. The replacement of one or more of our executive officers or other key
employees would likely involve significant time and costs and may significantly delay or prevent the achievement of our
business objectives. To continue to execute our growth strategy, we alse-must attract and retain highly skilled personnel.
Competition is intense for qualified professionals. We may not be successful in continuing to attract and retain qualified
personnel. We have from time to time in the past experienced, and we expect to continue to experience in the future, difficulty in
hiring and retaining highly skilled personnel with appropriate qualifications. The pool of qualified personnel with experience
working in the healthcare market is limited overall. In addition, many of the companies with which we compete for experienced



personnel have greater resources than we have. The inability to attract and retain sufficient highly skilled personnel could
adversely affect our business, operating results and financial condition. In addition, in making employment decisions,
particularly in high- technology industries, job candidates often consider the value of the stock options or other equity
instruments they are to receive in connection with their employment. Volatility in the price of our stock may ;-therefere;
adversely affect our ability to attract or retain highly skilled personnel Further, the requirement to expense stock options and
other equlty instruments may drscourage us from grantlng the size or type of stock optlon or equrty awards that _]Ob candrdates

bis at-eon estts perations We are dependent on our ab111ty to
recrult retaln and develop avery large and drverse Workforce We must transform our culture in order to successfully grow our
business. Our products and services and our operations require a large number of employees. A significant number of employees
have joined us in recent years as we continue to grow and expand our business. Our success is dependent on our ability to
transform our culture, align our talent with our business needs, engage our employees and inspire our employees to be open to
change, to innovate and to maintain member- and client- focus when delivering our services. Our business would be adversely
affected if we fail to adequately plan for succession of our executives and senior management; or if we fail to effectively recruit,
integrate, retain and develop key talent and / or align our talent with our business needs, in light of the current rapidly changing
environment. While we have succession plans in place and we have employment arrangements with a limited number of key
executives, these do not guarantee that the services of these or suitable successor executives will continue to be available to us.
Our business and growth strategy depend on our ability to maintain and expand a network of qualified healthcare providers. If
we are unable to do so, our future growth and our business, financial condition and results of operations would be negatively
impacted. The success of our business is dependent upon our continued ability to maintain a network of qualified healthcare
providers. In any particular market that we operate in, providers could demand higher payments or take other actions that could
result in higher medical costs, less attractive service for our members or difficulty meeting regulatory or accreditation
requirements. The failure to maintain or to secure new cost- effective provider contracts may result in a loss of or inability to
grow our member base, higher costs, healthcare provider network disruptions, and less attractive service for our members, any of
which could have a material adverse effect on our business, growth strategy, financial condition and results of operations. All
significant medical treatments and procedures, including treatment utilizing our programs, involve the risk of serious injury or
death. While we have not been the subject of any such claims, our business entails an inherent risk of claims for personal
injuries and substantial damage awards. We cannot control whether individual physicians and therapists will apply the
appropriate standard of care in determining how to treat their patients. While our agreements typically require physicians to
indemnify us for their negligence, there can be no assurance they will be willing and financially able to do so if claims are made.
In addition, our license agreements require us to indemnify physicians, hospitals or their affiliates for losses resulting from our
negligence. We are also subject to ongoing securities class action and stockholder derivative litigation. See Note 13,
Commitments and Contingencies ” in the Notes to Consolidated Financial Statements, in Part II, Item 8, included in this report.
In addition, on March 1, 2023, the U. S. Department of Justice (the “ DOJ ) announced charges and the SEC filed a civil
complaint against Mr. Peizer, our former Chief Executive Officer and Chairman of our Board of Directors, alleging unlawful
insider trading in our stock. Mr. Peizer owns and controls Acuitas Capital, our largest stockholder. See “ Acuitas Group
Holdings, LLC owns approximately 61 48-—6-% of our outstanding common stock and beneficially owns approximately 93 855
% of our outstanding common stock, and as a result of such ownership has the ability to substantially influence the election of
directors and other matters submitted to stockholders. ” Neither we nor any of our other current or former directors or employees
were charged by the DOJ or sued by the SEC. On November 15, 2022, we received a notification from the SEC’ s Division of
Enforcement that it is conducting an investigation captioned" In the Matter of Trading in the Securities of Ontrak, Inc. (HO-
14340)" and issued a preservation letter as well as a subpoena for documents relating to the investigation. The notification
indicates the investigation is a fact- finding inquiry for compliance with federal securities laws and should not be construed as an
indication by the SEC that any violation of law has occurred, nor as a reflection upon any person, entity or security. We have
been cooperating fully with the terms of the subpoena. We cannot predict the ultimate outcome of the DOJ or SEC proceedings,
nor can we predict whether the DOJ or SEC or any other governmental authorities will initiate separate investigations or
litigation, including against us. Investigations and any related legal and administrative proceedings could include a wide variety
of outcomes, including the institution of administrative, civil injunctive or criminal proceedings involving the Company and / or
its current or former executives and / or directors, the imposition of fines and other penalties, remedies and / or sanctions. In
addition, from time to time, we may also be involved in legal proceedings and investigations arising in the ordinary course of
business, including those relating to employment matters, relationships with partners, intellectual property disputes, and other
business matters. We currently have insurance coverage for personal injury claims, directors’ and officers’ liability insurance
coverage, and errors and omissions insurance. We may not be able to maintain adequate liability insurance at acceptable costs or
on favorable terms. We expect that liability insurance will be more difficult to obtain and that premiums will increase over time
and as the volume of patients treated with our programs increases. We have incurred and may continue to incur significant
expenses as a result of litigation and other legal proceedings. In addition, the results of litigation and other legal proceedings are
inherently uncertain and adverse judgments or settlements (regardless of a claim’ s merit) in any legal disputes may result in
materially adverse monetary damages or injunctive relief against us. Any claims, investigations or litigation, even if fully
indemnified or insured, could damage our reputation and make it more difficult to compete effectively or obtain adequate
insurance in the future. In addition, claims, investigations or litigation may be time- consuming, costly, divert management
resources, and otherwise have a material adverse effect on our business and result of operations. If third- party payors fail to
provide coverage and adequate payment rates for our solutions, our revenue and prospects for profitability will be harmed. Our
future revenue growth will depend in part upon our ability to contract with health plans and other insurance payors for our



Ontrak solutions. In addition, insurance payors are increasingly attempting to contain healthcare costs, and may not cover or
provide adequate payment for our programs. Adequate insurance reimbursement might not be available to enable us to realize an
appropriate return on investment in research and product development, and the lack of such reimbursement could have a
material adverse effect on our operations and could adversely affect our revenues and earnings. We may not be able to achieve
promised savings for our Ontrak contracts, which could result in pricing levels insufficient to cover our costs or ensure
profitability. Many of our Ontrak contracts are based upon anticipated or guaranteed levels of savings for our customers and
achieving other operational metrics resulting in incentive fees based on savings. If we are unable to meet or exceed promised
savings, achieve agreed upon operational metrics, or favorably resolve contract billing and interpretation issues with our
customers, we may be required to refund from the amount of fees paid to us any difference between savings that were
guaranteed and the savings, if any, which were actually achieved; or we may fail to earn incentive fees based on savings.
Accordingly, during or at the end of the contract terms, we may be required to refund some or all of the fees paid for our
services. This exposes us to significant risk that contracts negotiated and entered into may ultimately be unprofitable. In
addition, managed care operations are at risk for costs incurred to provide agreed upon services under our solution. Therefore,
failure to anticipate or control costs could have a materially adverse effect on our business. Our ability to use our net operating
losses to offset future taxable income has been limited in certain cases and may be subject to certain limitations in the future. Our
federal net operating loss carry forwards (" NOLs") have an indefinite life. These NOLs may be used to offset future taxable
income, to the extent we generate any taxable income, and thereby reduce or eliminate our future federal income taxes otherwise
payable. Section 382 of the Internal Revenue Code imposes limitations on a corporation' s ability to utilize NOLs if it
experiences an ownership change as defined in Section 382. In general terms, an ownership change may result from transactions
increasing the ownership of certain stockholders in the stock of a corporation by more than 50 % over a three- year period. In
the event that an ownership change has occurred, or were to occur, utilization of our NOLs would be subject to an annual
limitation under Section 382 determined by multiplying the value of our stock at the time of the ownership change by the
applicable long- term tax- exempt rate as defined in the Internal Revenue Code. Any unused annual limitation may be carried
over to later years. We have experienced ownership changes in the past and can continue to experience ownership changes under
Section 382 as a result of events in the past or the issuance of shares of common or preferred stock, or a combination thereof. As
a result of such ownership changes, the use of our NOLs, or a portion thereof, against our future taxable income may be subject
to an annual limitation under Section 382, which may result in expiration of a portion of our NOLs before utilization. We may
periodically consummate opportunistic acquisitions of other companies, and we may not realize expected benefits or such
acquisitions or we may have difficulties integrating acquired companies into our operations in a cost- effective manner, if at all.
We may periodically consummate opportunistic acquisitions of businesses, assets, personnel or technologies that allow us to
complement our existing operations, expand our market coverage, enter new geographic markets, or add new business
capabilities. We continually evaluate and explore strategic opportunities as they arise, including business combination
transactions, strategic partnerships, and the purchase or sale of assets. No assurance can be given that the benefits or synergies
we may expect from an acquisition will be realized to the extent or in the time frame we anticipate. We may lose key
employees, customers, vendors and other business partners of a company we acquire after announcement of acquisition plans. In
addition, an acquisition may involve a number of risks and difficulties, including expansion into new geographic markets and
business areas in which our management has limited prior experience, the diversion of management’ s attention to the operations
and personnel of the acquired company, the integration of the acquired company’ s personnel, operations and technology
systems and applications, changing relationships with customers, vendors or strategic partners, differing regulatory requirements
including in new geographic markets and new business areas, and potential short- term adverse effects on our operating results.
These challenges can be magnified as the size of the acquisition increases. Any delays or unexpected costs incurred in
connection with the integration of an acquired company or otherwise related to an acquisition could have a material adverse
effect on our business, financial condition and results of operations. An acquisition may require significant expenses and can
result in increased debt or other contingent liabilities, adverse tax consequences, deferred compensation charges, the recording
and later amortization of amounts related to deferred compensation and certain purchased intangible assets, and the refinement
or revision of fair value acquisition estimates following the completion of an acquisition, any of which items could negatively
impact our business, financial condition and results of operations. In addition, we may record goodwill in connection with an
acquisition and incur goodwill impairment charges in the future. Any of these charges could cause the price of our common
stock to decline. An acquisition also could absorb substantial cash resources, require us to incur or assume debt obligations, or
involve our issuance of additional equity securities. If we issue equity securities in connection with an acquisition, we may dilute
our common stock with securities that have an equal or a senior interest in our company. An acquired entity also may be
leveraged or dilutive to our earnings per share, or may have unknown liabilities. In addition, the combined entity may have
lower than expected revenues or higher expenses and therefore may not achieve the anticipated results. Any of these factors
relating to an acquisition could have a material adverse impact on our business, financial condition and results of operations.
Claims asserted against us for violation of securities laws, whether or not such claims have any merit, are costly to
defend and could result in significant liabilities and diversion of our management’ s time and attention and could have a
material adverse effect on our financial condition, business and results of operations. We offered and sold shares of our
Series A Preferred Stock in offerings registered under the Securities Act. In February 2022, a purported securities class
action was filed in the Superior Court of California for Los Angeles County, entitled Braun v. Ontrak, Inc., et al., Case
No. 22STCV07174, on behalf of a putative class of all purchasers of our Series A Preferred Stock in such offerings. The
action was brought against us, our officers and directors, and the investment banking firms that acted as underwriters
for the offerings. The plaintiff asserted causes of actions alleging that we violated the federal securities laws in connection
with the offerings based upon allegations that statements made regarding the growth of our customer base and



expansion of our program with health plan customers were false or misleading. We believe that the allegations of falsity
lack merit and that we have meritorious defenses, and we intend to defend against the action vigorously. In addition, one
beneficial owner of our Series A Preferred Stock, through its legal counsel, has asserted that it believes it has claims
against us based upon (a) statements in the prospectuses related to the offering of our Series A Preferred Stock
regarding the segregated account that was funded with a portion of the proceeds received from such offerings to pre-
fund dividend payments on our Series A Preferred Stock in light of the action of our board of directors in April 2023 to
make such funds available for general corporate purposes after considering its fiduciary duties to our common
stockholders and other relevant factors, (b) our alleged failures to accommodate the nominees of such beneficial owner
for election by the holders of Series A Preferred Stock at the Company’ s 2023 annual meeting, and (c) our alleged
failure to provide notice to the holders of Series A Preferred Stock in connection with the delisting of such stock by
Nasdaq on October 20, 2023. To date, such beneficial owner has not specified damages or remedies it would seek if it
were to assert any such claims formally. Others with interests in the Series A Preferred Stock may assert similar claims.
We believe that such claims are and would be without merit and subject to meritorious defenses. However, any claim
alleging any violation of securities laws or of the Certificate of Designations establishing the Series A Preferred Stock,
with or without merit, could result in costly litigation, significant liabilities and diversion of our management’ s time and
attention and could have a material adverse effect on our financial condition, business and results of operations. The
results of litigation and other legal proceedings are inherently uncertain and adverse judgments or settlements
(regardless of a claim’ s merit) in any legal dispute may result in materially adverse monetary damages or injunctive
relief against us. An extended curtailment or halt of operations at the SEC and other government agencies, including due
to a U. S. federal government shutdown, could delay or disrupt clinical and preclinical development and potential
marketing approval of our product candidates and our ability to raise additional capital. Twice in the past decade, the
previous appropriations legislation deadline was reached and Congress failed to pass a new appropriations bill or
continuing resolution to temporarily extend funding, resulting in U. S. government shutdowns that caused federal
agencies to halt non- essential operations. Political polarization among lawmakers may lead to a higher frequency and
longer duration of government shutdowns in the future. The federal government came very close to another shutdown in
late 2023. A federal government shutdown could prevent staff at federal agencies from performing key functions that
may adversely affect our business. For example, a government shutdown could prevent SEC staff from performing key
functions, including, for example, granting acceleration requests for registration statements, declaring registration
statements or amendments thereto effective and providing interpretive guidance or no- action letters. If a federal
government shutdown halts non- essential SEC operations for an extended period, it may negatively impact our ability to
raise additional capital through registered offerings of our securities in the future. If a prolonged U. S. government
shutdown or other event or condition occurs that prevents government and other regulatory agencies from hiring and
retaining personnel and conducting their regular activities, it could significantly impact the ability of these agencies to
timely review and process our regulatory submissions and may impede our access to additional capital needed to
maintain or expand our operations or to complete important acquisitions or other transactions, which could have a
material adverse effect on our business. Risks related to our intellectual property Confidentiality agreements with employees,
treating physicians and others may not adequately prevent disclosure of trade secrets and other proprietary information. In order
to protect our proprietary technology and processes, we rely in part on confidentiality provisions in our agreements with
employees, treating physicians, and others. These agreements may not effectively prevent disclosure of confidential information
and may not provide an adequate remedy in the event of unauthorized disclosure of confidential information. In addition, others
may independently discover trade secrets and proprietary information. Costly and time- consuming litigation could be necessary
to enforce and determine the scope of our proprietary rights, and failure to obtain or maintain trade secret protection could
adversely affect our competitive business position. We may be subject to claims that we infringe the intellectual property rights
of others, and unfavorable outcomes could harm our business. Our future operations may be subject to claims, and potential
litigation, arising from our alleged infringement of patents, trade secrets, trademarks or copyrights owned by other third parties.
Within the healthcare, drug and bio- technology industry, many companies actively pursue infringement claims and litigation,
which makes the entry of competitive products more difficult. We may experience claims or litigation initiated by existing,
better- funded competitors and by other third parties. Court- ordered injunctions may prevent us from continuing to market
existing products or from bringing new products to market and the outcome of litigation and any resulting loss of revenues and
expenses of litigation may substantially affect our ability to meet our expenses and continue operations. Risks related to our
healthcare industry Recent changes in insurance and health care laws have created uncertainty in the health care industry. The
Patient Protection and Affordable Care Act as amended by the Health Care and Education Reconciliation Act, each enacted in
March 2010, generally known as the Health Care Reform Law, significantly expanded health insurance coverage to uninsured
Americans and changed the way health care is financed by both governmental and private payors. Following the 2016 federal
elections, which resulted in the election of the Republican presidential nominee and Republican majorities in both houses of
Congress, there were renewed legislative efforts to significantly modify or repeal the Health Care Reform Law and certain
executive policy changes designed to modify its impact, including the enactment of the Tax Cuts and Jobs Act in December
2017 which repealed the penalties under the Health Care Reform Law for uninsured persons. In light of the Supreme Court
ruling in California et al. v. Texas et al. in June 2021 generally supporting the Health Care Reform Law, we cannot predict what
further reform proposals, if any, will be adopted, when they may be adopted, or what impact they may have on our business.
There may also be other risks and uncertainties associated with the Health Care Reform Law. If we fail to comply or are unable
to effectively manage such risks and uncertainties, our financial condition and results of operations could be adversely affected.
We expect that additional state and federal healthcare reform measures may be adopted in the future, any of which could limit



the amounts that federal and state governments will pay for healthcare therapies, which could result in reduced demand for our
services or additional pricing pressures. In August 2022, President Biden signed into law the Inflation Reduction Act of 2022 (*
IRA ), which, among other provisions, included several measures intended to lower the cost of prescription drugs and related
healthcare reforms. The IRA permits the Secretary of the Department of Health and Human Services to implement many of
these provisions through guidance, as opposed to regulation, for the initial years. We cannot be sure whether additional
legislation or rulemaking related to the IRA will be issued or enacted, or what impact, if any, such changes will have on our
business. Our policies and procedures may not fully comply with complex and increasing regulation by state and federal
authorities, which could negatively impact our business operations. The healthcare industry is highly regulated and continues to
undergo significant changes as third- party payors, such as Medicare and Medicaid, traditional indemnity insurers, managed care
organizations and other private payors, increase efforts to control cost, utilization and delivery of healthcare services. Healthcare
companies are subject to extensive and complex federal, state and local laws, regulations and judicial decisions. Our failure or
the failure of our treating physicians, to comply with applicable healthcare laws and regulations may result in the imposition of
civil or criminal sanctions that we cannot afford, or require redesign or withdrawal of our programs from the market. We may
become subject to medical liability claims, which could cause us to incur significant expenses and may require us to pay
significant damages if not covered by insurance. Our business entails the risk of medical liability claims against both our
providers and us. Although we carry insurance covering medical malpractice claims in amounts that we believe are appropriate
in light of the risks attendant to our business, successful medical liability claims could result in substantial damage awards that
exceed the limits of our insurance coverage. We carry professional liability insurance for ourselves, and we separately carry a
general insurance policy, which covers medical malpractice claims. In addition, professional liability insurance is expensive and
insurance premiums may increase significantly in the future, particularly as we expand our services. As a result, adequate
professional liability insurance may not be available to us in the future at acceptable costs or at all. Any claims made against us
that are not fully covered by insurance could be costly to defend against, result in substantial damage awards against us and
divert the attention of our management and our providers from our operations, which could have a material adverse effect on our
business, financial condition and results of operations. In addition, any claims may adversely affect our business or reputation.
Our business practices may be found to constitute illegal fee- splitting or corporate practice of medicine, which may lead to
penalties and adversely affect our business. Many states have laws that prohibit business corporations, such as us, from
practicing medicine, exercising control over medical judgments or decisions of physicians or other health care professionals
(such as nurses or nurse practitioners), or engaging in certain business arrangements with physicians or other health care
professionals, such as employment of physicians and other health care professionals or fee- splitting. The state laws and
regulations and administrative and judicial decisions that enumerate the specific corporate practice and fee- splitting rules vary
considerably from state to state and are enforced by both the courts and government agencies, each with broad discretion.
Courts, government agencies or other parties, including physicians, may assert that we are engaged in the unlawful corporate
practice of medicine, fee- splitting, or payment for referrals by providing administrative and other services in connection with
our treatment programs. As a result of such allegations, we could be subject to civil and criminal penalties, our contracts could
be found invalid and unenforceable, in whole or in part, or we could be required to restructure our contractual arrangements. If
s0, we may be unable to restructure our contractual arrangements on favorable terms, which would adversely affect our business
and operations. Our business practices may be found to violate anti- kickback, physician self- referral or false claims laws,
which may lead to penalties and adversely affect our business. The healthcare industry is subject to extensive federal and state
regulation with respect to kickbacks, physician self- referral arrangements, false claims and other fraud and abuse issues. The
federal anti- kickback law (the ““ Anti- Kickback Law ) prohibits, among other things, knowingly and willfully offering, paying,
soliciting, receiving, or providing remuneration, directly or indirectly, in exchange for or to induce either the referral of an
individual, or the furnishing, arranging for, or recommending of an item or service that is reimbursable, in whole or in part, by a
federal health care program. “ Remuneration ” is broadly defined to include anything of value, such as, for example, cash
payments, gifts or gift certificates, discounts, or the furnishing of services, supplies, or equipment. The Anti- Kickback Law is
broad, and it prohibits many arrangements and practices that are lawful in businesses outside of the health care industry.
Recognizing the breadth of the Anti- Kickback Law and the fact that it may technically prohibit many innocuous or beneficial
arrangements within the health care industry, the Office of Inspector General (“ OIG ™) has issued a series of regulations, known
as the ““ safe harbors. ” Compliance with all requirements of a safe harbor immunizes the parties to the business arrangement
from prosecution under the Anti- Kickback Law. The failure of a business arrangement to fit within a safe harbor does not
necessarily mean that the arrangement is illegal or that the OIG will pursue prosecution. Still, in the absence of an applicable
safe harbor, a violation of the Anti- Kickback Law may occur even if only one purpose of an arrangement is to induce referrals.
The penalties for violating the Anti- Kickback Law can be severe. These sanctions include criminal and civil penalties,
imprisonment, and possible exclusion from the federal health care programs. Many states have adopted laws similar to the Anti-
Kickback Law, and some apply to items and services reimbursable by any payor, including private insurers. In addition, the
federal ban on physician self- referrals, commonly known as the Stark Law, prohibits, subject to certain exceptions, physician
referrals of Medicare patients to an entity providing certain *“ designated health services ™ if the physician or an immediate family
member of the physician has any financial relationship with the entity. A * financial relationship ” is created by an investment
interest or a compensation arrangement. Penalties for violating the Stark Law include the return of funds received for all
prohibited referrals, fines, civil monetary penalties, and possible exclusion from the federal health care programs. In addition to
the Stark Law, many states have their own self- referral bans, which may extend to all self- referrals, regardless of the payor.
The federal False Claims Act imposes liability on any person or entity that, among other things, knowingly presents, or causes to
be presented, a false or fraudulent claim for payment to the federal government. Under the False Claims Act, a person acts
knowingly if he has actual knowledge of the information or acts in deliberate ignorance or in reckless disregard of the truth or



falsity of the information. Specific intent to defraud is not required. Violations of other laws, such as the Anti- Kickback Law or
the FDA prohibitions against promotion of off- label uses of drugs, can lead to liability under the federal False Claims Act. The
qui tam provisions of the False Claims Act allow a private individual to bring an action on behalf of the federal government and
to share in any amounts paid by the defendant to the government in connection with the action. The number of filings of qui tam
actions has increased significantly in recent years. When an entity is determined to have violated the False Claims Act, it may be
required to pay up to three times the actual damages sustained by the government, plus civil penalties of between $ 5, 500 and $
11, 000 for each false claim. Conduct that violates the False Claims Act may also lead to exclusion from the federal health care
programs. Given the number of claims likely to be at issue, potential damages under the False Claims Act for even a single
inappropriate billing arrangement could be significant. In addition, various states have enacted similar laws modeled after the
False Claims Act that apply to items and services reimbursed under Medicaid and other state health care programs, and, in
several states, such laws apply to claims submitted to all payors. On May 20, 2009, the Federal Enforcement and Recovery Act
0f 2009, or FERA, became law, and it significantly amended the federal False Claims Act. Among other things, FERA
eliminated the requirement that a claim must be presented to the federal government. As a result, False Claims Act liability
extends to any false or fraudulent claim for government money, regardless of whether the claim is submitted to the government
directly, or whether the government has physical custody of the money. FERA also specifically imposed False Claims Act
liability if an entity “ knowingly and improperly avoids or decreases an obligation to pay or transmit money or property to the
Government. ” As a result, the knowing and improper failure to return an overpayment can serve as the basis for a False Claims
Act action. In March 2010, Congress passed the Patient Protection and Affordable Care Act, as amended by the Health Care and
Education Reconciliation Act of 2010, collectively the ACA, which also made sweeping changes to the federal False Claims
Act. The ACA also established that Medicare and Medicaid overpayments must be reported and returned within 60 days of
identification or when any corresponding cost report is due. Finally, the Health Insurance Portability and Accountability Act of
1996 and its implementing regulations created the crimes of health care fraud and false statements relating to health care
matters. The health care fraud statute prohibits knowingly and willfully executing a scheme to defraud any health care benefit
program, including a private insurer. The false statements statute prohibits knowingly and willfully falsifying, concealing, or
covering up a material fact or making any materially false, fictitious, or fraudulent statement in connection with the delivery of
or payment for health care benefits, items, or services. A violation of this statute is a felony and may result in fines,
imprisonment, or exclusion from the federal health care programs. Federal or state authorities may claim that our fee
arrangements, our agreements and relationships with contractors, hospitals and physicians, or other activities violate fraud and
abuse laws and regulations. If our business practices are found to violate any of these laws or regulations, we may be unable to
continue with our relationships or implement our business plans, which would have an adverse effect on our business and results
of operations. Further, defending our business practices could be time consuming and expensive, and an adverse finding could
result in substantial penalties or require us to restructure our operations, which we may not be able to do successfully. Our
business practices may be subject to state regulatory and licensure requirements. Our business practices may be regulated by
state regulatory agencies that generally have discretion to issue regulations and interpret and enforce laws and rules. These
regulations can vary significantly from jurisdiction to jurisdiction, and the interpretation of existing laws and rules also may
change periodically. Some of our business and related activities may be subject to state health care- related regulations and
requirements, including managed health care, utilization review (UR) or third- party administrator- related regulations and
licensure requirements. These regulations differ from state to state, and may contain network, contracting, and financial and
reporting requirements, as well as specific standards for delivery of services, payment of claims, and adequacy of health care
professional networks. If a determination is made that we have failed to comply with any applicable state laws or regulations,
our business, financial condition and results of operations could be adversely affected. If our providers or experts are
characterized as employees, we would be subject to employment and withholding liabilities. We structure our relationships with
our providers and experts in a manner that we believe results in an independent contractor relationship, not an employee
relationship. An independent contractor is generally distinguished from an employee by his or her degree of autonomy and
independence in providing services. A high degree of autonomy and independence is generally indicative of a contractor
relationship, while a high degree of control is generally indicative of an employment relationship. On October 13, 2022, the
Department of Labor published its “ Employee or Independent Contractor Classification under the Fair Labor Standards Act ”
(the “ FLSA Standards ) that would rescind existing guidance adopted under the Trump Administration and broaden the scope
of the so- called *“ economic realities test ” used to classify workers, likely making it more difficult for workers to be classified
as independent contractors. Although we believe that our providers and experts are properly characterized as independent
contractors, tax or other regulatory authorities may in the future challenge our characterization of these relationships particularly
if the new FLSA Standards are adopted. If such regulatory authorities or state, federal or foreign courts were to determine that
our providers or experts are employees, and not independent contractors, we would be required to withhold income taxes, to
withhold and pay social security, Medicare and similar taxes and to pay unemployment and other related payroll taxes. We
would also be liable for unpaid past taxes and subject to penalties. As a result, any determination that our providers or experts
are our employees could have a material adverse effect on our business, financial condition and results of operations. We may be
subject to healthcare anti- fraud initiatives, which may lead to penalties and adversely affect our business. State and federal
government agencies are devoting increased attention and resources to anti- fraud initiatives against healthcare providers and the
entities and individuals with whom they do business, and such agencies may define fraud expansively to include our business
practices, including the receipt of fees in connection with a healthcare business that is found to violate any of the complex
regulations described above. While to our knowledge we have not been the subject of any anti- fraud investigations, if such a
claim were made, defending our business practices could be time consuming and expensive and an adverse finding could result
in substantial penalties or require us to restructure our operations, which we may not be able to do successfully. Our use and



disclosure of patient information is subject to privacy and security regulations, which may result in increased costs. In providing
administrative services to healthcare providers and operating our treatment programs, we may collect, use, disclose, maintain
and transmit patient information in ways that will be subject to many of the numerous state, federal and international laws and
regulations governing the collection, use, disclosure, storage, privacy and security of patient- identifiable health information,
including the administrative simplification requirements of the Health Insurance Portability and Accountability Act of 1996 and
its implementing regulations (HIPAA) and the Health Information Technology for Economic and Clinical Health Act of 2009
(HITECH). The HIPAA Privacy Rule restricts the use and disclosure of certain patient information (* Protected Health
Information ” or “ PHI ), and requires safeguarding that information. The HIPAA Security Rule and HITECH establish
elaborate requirements for safeguarding PHI transmitted or stored electronically. HIPAA applies to covered entities, which may
include healthcare facilities and also includes health plans that will contract for the use of our programs and our services.
HIPAA and HITECH require covered entities to bind contractors that use or disclose protected health information (or *“ Business
Associates ) to compliance with certain aspects of the HIPAA Privacy Rule and all of the HIPAA Security Rule. In addition to
contractual liability, Business Associates are also directly subject to regulation by the federal government. Direct liability means
that we are subject to audit, investigation and enforcement by federal authorities. HITECH imposes breach notification
obligations requiring us to report breaches of *“ Unsecured Protected Health Information ” or PHI that has not been encrypted or
destroyed in accordance with federal standards. Business Associates must report such breaches so that their covered entity
customers may in turn notify all affected patients, the federal government, and in some cases, local or national media outlets.
We may be required to indemnify our covered entity customers for costs associated with breach notification and the mitigation
of harm resulting from breaches that we cause. If we are providing management services that include electronic billing on
behalf of a physician practice or facility that is a covered entity, we may be required to conduct those electronic transactions in
accordance with the HIPAA regulations governing the form and format of those transactions. Services provided under our
Ontrak solution not only require us to comply with HIPAA and HITECH but also Title 42 Part 2 of the Code of Federal
Regulations (“ Part 2 ). Part 2 is a federal, criminal law that severely restricts our ability to use and disclose drug and alcohol
treatment information obtained from federally- supported treatment facilities. Our operations must be carefully structured to
avoid liability under this law. Our Ontrak solution qualifies as a federally funded treatment facility which requires us to disclose
information on members only in compliance with Title 42. In addition to the federal privacy regulations, there are a number of
state laws governing the privacy and security of health and personal information. The penalties for violation of these laws vary
widely and the area is rapidly evolving. In 2018, California passed the California Consumer Privacy Act (the “ CCPA ), which
gives consumers significant rights over the use of their personal information, including the right to object to the “ sale ” of their
personal information. In 2020, Californians voted to enact the California Privacy Rights Act (CPRA), which amends the CCPA
by expanding consumers' rights in their personal information and creating a new governmental agency to interpret and enforce
the statute. Most provisions of the CPRA will become effective on January 1, 2023. While information covered by HIPAA is
generally exempt from the applicability of the CCPA as amended by the CPRA, the rights of consumers under the CCPA may
restrict our ability to use personal information in connection with our business operations. The CCPA also provides a private
right of action for certain security breaches. In 2019, New York passed a law known as the SHIELD Act, which expands data
breach reporting obligations and requires companies to have robust data security programs in place. More recently, New York
and other states, including Washington, have introduced significant privacy bills, and Congress is debating federal privacy
legislation, which if passed, may restrict our business operations and require us to incur additional costs for compliance. In
addition, several foreign countries and governmental bodies, including the E. U., Brazil and Canada, have laws and regulations
concerning the collection and use of personally identifiable information obtained from their residents, including identifiable
health information, which are often more restrictive than those in the U. S. laws and regulations in these jurisdictions apply
broadly to the collection, use, storage, disclosure and security of personally identifiable information, including health
information, identifying, or which may be used to identify, an individual, such as names, email addresses and, in some
jurisdictions, Internet Protocol (IP) addresses, device identifiers and other data. Although we currently conduct business only in
the United States of America, these laws and regulations could become applicable to us in the event we expand our operations
into other countries. These and other obligations may be modified and interpreted in different ways by courts, and new laws and
regulations may be enacted in the future. Within the EEA, the General Data Protection Regulation (" GDPR") took full effect on
May 25, 2018, superseding the 1995 European Union Data Protection Directive and becoming directly applicable across E. U.
member states. The GDPR includes more stringent operational requirements for processors and controllers of personal data
(including health information) established in and outside of the EEA, imposes significant penalties for non- compliance and has
broader extra- territorial effect. As the GDPR is a regulation rather than a directive, it applies throughout the EEA, but permits
member states to enact supplemental requirements if they so choose. Noncompliance with the GDPR can trigger fines of up to
the greater of € 20 million or 4 % of global annual revenues. Further, a Data Protection Act substantially implementing the
GDPR was enacted in the U. K., effective in May 2018. It remains unclear, however, how U. K. data protection laws or
regulations will develop in the medium to longer term and how data transfers to and from the U. K. will be regulated in light of
the U. K." s withdrawal from the E. U. In addition, some countries are considering or have enacted legislation requiring local
storage and processing of data that could increase the cost and complexity of delivering our services. We believe that we have
taken the steps required of us to comply with laws governing the privacy and security of personal information, including health
information privacy and security laws and regulations, in all applicable jurisdictions, both state and federal. However, we may
not be able to maintain compliance in all jurisdictions where we do business. In addition, to the extent we disclose such
information to our third- party service providers in the course of our business, we may be indirectly liable for their misuse or
other unauthorized disclosure of such personal information (including health information). Failure to maintain compliance, or
changes in state or federal privacy and security laws could result in civil and / or criminal penalties and could have a material



adverse effect on our business, including significant reputational damage associated with a breach. Under HITECH, we are
subject to prosecution or administrative enforcement and increased civil and criminal penalties for non- compliance, including a
four- tiered system of monetary penalties. We are also subject to enforcement by state attorneys general who were given
authority to enforce HIPAA under HITECH, and who have authority to enforce state- specific data privacy and security laws. If
regulations change, if we expand the territorial scope of our operations, or if it is determined that we are not in compliance with
privacy regulations, we may be required to modify aspects of our program, which may adversely affect program results and our
business or profitability. Cybersecurity incidents, Seeurity-security breaches, loss of data and other disruptions could
compromise sensitive information related to our business, prevent us from accessing critical information or expose us to liability,
which could adversely affect our business and our reputation. In the ordinary course of our business, we collect and store
sensitive data, including legally protected patient health information, personally identifiable information about our employees,
intellectual property, and proprietary business information . Qur success depends in part on our ability to provide effective
cybersecurity protection in connection with our digital technologies and services as well as our internal digital
infrastructure . We manage and maintain our applications and data utilizing an off- site co- location facility. These applications
and data encompass a wide variety of business critical information including research and development information, commercial
information and business and financial information. The secure processing, storage, maintenance and transmission of this
critical information is vital to our operations and business strategy, and we devote significant resources to protecting such
information. Although we take measures to protect sensitive information from unauthorized access or disclosure, our
information technology and infrastructure may be vulnerable to cyberattacks attaeks-by-haekers-, viruses, breaches or
interruptions due to employee error or malfeasance, breaches or interruptions due to the malfeasance or negligence of any of our
third- party service providers, terrorist attacks, earthquakes, fire, flood, other natural disasters, power loss, computer systems
failure, data network failure, Internet failure or lapses in compliance with privacy and security mandates. We may be subject to
distributed denial of service (DDOS) attacks by hackers aimed at disrupting service to patients and customers. Our response to
such DDOS attacks may be insufficient to protect our network and systems. In addition, there has been a continuing increase in
the number of malicious software attacks in a wide variety of different industries, including malware, ransomware, and email
phishing scams ypartientarly-sinee-the-start-of the-COVID-—19-pandemie-. Any sueh-virus;-successful cybersecurity incident or
attack or breach ernterraption-could compromise our networks and the information stored there could be accessed by
unauthorized parties, publicly disclosed, lost or stolen. We have measures in place that are designed to detect and respond to
such seeurity-incidents and breaches efprivaey-and-seetrity-mandates-. Nonetheless, there can be no assurance that the
protocols and systems we eannotguarantee-have designed to prevent or limit the effects of cybersecurity incidents or
attacks, including our backup systems, regular data backups, security protocols, network protection mechanisms and other
procedures currently in place, or that may be in place in the future, will be adequate to prevent or remedy network and service
interruption, system failure, damage to one or more of our systems, data loss, security breaches or other eyberattack and data
security incidents. We might be required to expend significant capital and resources to protect against or address saeh-security
breaches or other cyberattack and data security inetdents— incident . Any access, disclosure or other loss of information
could result in legal claims or proceedings, liability under laws that protect the privacy of personal information (such as HIPAA
and state data security laws), government enforcement actions and regulatory penalties. We may also be required to indemnify
our customers for costs associated with having their data on our system breached. Unauthorized access, loss or dissemination
could also interrupt our operations, including our ability to provide treatment, bill our customers, provide customer support
services, conduct research and development activities, process and prepare company financial information, manage various
general and administrative aspects of our business and damage our reputation, or we may lose one or more of our customers,
especially if they felt their data may be breached, any of which could adversely affect our business. Also, even if we
successfully defend our own digital technologies and services, we also rely on providers of third- party products, services,
and networks, with whom we may share data and services, and who may be unable to effectively defend their digital
technologies and services against cyberattack. We have experienced and will continue to experience varying degrees of
cybersecurity incidents in the normal conduct of our business, including attacks resulting from social engineering such as
phishing. These risks could harm our reputation and our relationships with our customers, our third party partners and
our employees and may result in claims against us. Certain of our professional healthcare employees, such as nurses, must
comply with individual licensing requirements. All of our healthcare professionals who are subject to licensing requirements,
such as our care coaches, are licensed in the state in which they provide professional services in person. While we believe our
nurses provide coaching and not professional services, one or more states may require our healthcare professionals to obtain
licensure if providing services telephonically across state lines to the state’ s residents. Healthcare professionals who fail to
comply with these licensure requirements could face fines or other penalties for practicing without a license, and we could be
required to pay those fines on behalf of our healthcare professionals. If we are required to obtain licenses for our nurses in states
where they provide telephonic coaching, it would significantly increase the cost of providing our product. In addition, new and
evolving agency interpretations, federal or state legislation or regulations, or judicial decisions could lead to the implementation
of out- of- state licensure requirements in additional states, and such changes would increase the cost of services and could have
a material effect on our business. Risks related to our preferred stock Our Series A Preferred Stock ranks junior to all of our
indebtedness and other liabilities. In the event of our bankruptcy, liquidation, dissolution or winding- up of our affairs, our assets
will be available to pay obligations on the Series A Preferred Stock only after all of our indebtedness and other liabilities have
been paid. The rights of holders of the Series A Preferred Stock to participate in the distribution of our assets will rank junior to
the prior claims of our current and future creditors and any future series or class of preferred stock we may issue that ranks
senior to the Series A Preferred Stock. Also, the Series A Preferred Stock effectively ranks junior to all existing and future
indebtedness and to the indebtedness and other liabilities of our existing subsidiaries and any future subsidiaries. Our existing



subsidiaries are, and future subsidiaries would be, separate legal entities and have no legal obligation to pay any amounts to us in
respect of dividends due on the Series A Preferred Stock. At December 31, 2022-2023 , our total liabilities eqaated-was $ 26-5 .
6 +mition—- million . If we are forced to liquidate our assets to pay our creditors, we may not have sufficient assets to pay
amounts due on any or all of the Series A Preferred Stock then outstanding. Our future debt instruments may restrict the
authorization, payment or setting apart of dividends on the Series A Preferred Stock. Also, future offerings of debt or senior
equity securities may adversely affect the market price of the Series A Preferred Stock. If we decide to issue debt or senior
equity securities in the future, it is possible that these securities will be governed by an indenture or other instruments containing
covenants restricting our operating flexibility. Additionally, any convertible or exchangeable securities that we issue in the
future may have rights, preferences and privileges more favorable than those of the Series A Preferred Stock and may result in
dilution to owners of the Series A Preferred Stock. We and, indirectly, our stockholders, will bear the cost of issuing and
servicing such securities. Because our decision to issue debt or equity securities in any future offering will depend on market
conditions and other factors beyond our control, we cannot predict or estimate the amount, timing or nature of our future
offerings. The holders of the Series A Preferred Stock will bear the risk of our future offerings, which may reduce the market
prlce of the Series A Plefelred Stock dnd will dllute the leue of their holdms_s in us ?here—ea—n—be—ne—assur&ﬂee—t-hﬁt—etu%eﬂes

3-, inehading-the-requirement

eeﬂﬁeﬂl-y—fefeﬁed-whlch could hm1t mvestors hquldlty and ablhty to trade in as-the-mintmun-bid-priee-rule—The-minimum
btd—pﬂee—rt&e—reqtures—t-h&t—t-he—e}esmyﬁd-pﬂee—eﬁ)ur Series A Preferred Stockbe—&t—}east—$—1— Our%—per—share—&t—t-he—eﬂd-ef

at—}east—$—1—quoted on the OTC Markets Oe—feeThe OTC Markets prov1des 51gmﬁcantly less hquldlty than a hstmg on

the minimum-of H0-eonseeutive-business-days;-Nasdaq Stock Markets or will-provide-us-written-eonfirmation-of eomphanee
and-the-other matter-witl-national securities exchange. Securities quoted on the OTC Markets are traded by a community

of market makers that enter quotes and trade reports Th1s market is hmlted in comparlson to the natlonal stock

m&mt&m—t-he—hsﬁng—of our Series A Prefened Stock Quotes for stocks mcluded on the OTC Markets are not listed in the
financial sections of newspapers as are those for the Nasdaq Stock Market or the NYSE . The-suspension-Therefore, prices
or-for delisting-securities traded solely on the OTC Markets may be difficult to obtain. Trading on the OTC Markets as
opposed to a national securities exchange has resulted and may continue to result in a reductlon in some or all of the
following: (a) the liquidity of our Series A Preferled Stock 3 (b) p §

reasoneouldamongother—- the market price thing v i o i
Series A Preferred Stock 3 (€) aﬂd—eeu}d—have—aﬁ—adverse—effeet—eﬁ—the number of mdlketpﬂee—e%aﬂd-t-he—efﬁeteﬂey—e-ﬁt-he

trading-marketmarkers in for;our Series A Preferred Stock —See-also-“Fhere-ean-be-no-assuranee-that-; (d) the availability of
information concerning the trading prices and volume of shares of our eommen-Series A Preferred stoek-Stock wilt
eontinie-; and (e) the number of broker- dealers willing to be-listed-execute trades in shares of our Series A Preferred
Stock Each of the foregomg could have a materlal adverse effect on Nasdaq—the prlce of ot-our Serles A Preferred Stock ;

Serles A Preferled Stock also depends on a numbel of other factors 1nc1ud1ng prevallma mtelest rates, our financial condition
and operating results, the number of holders of our Series A Preferred Stock, the market for similar securities and the interest of
securities dealers in making a market in our Series A Preferred Stock. We cannot predict the extent to which investor interest in
our Company will maintain the trading market in our Series A Preferred Stock, or how liquid that market will be. If an active
market is not maintained, investors may have difficulty selling shares of our Series A Preferred Stock. We may not be able to
pay dividends on the Series A Preferred Stock if we have insufficient cash or available ‘ surplus’ as defined under Delaware law
to make such dividend payments. Our ability to pay cash dividends on the Series A Preferred Stock requires us to have either net
profits or positive net assets (total assets less total liabilities) over our capital, and that we have sufficient working capital in
order to be able to pay our debts as they become due in the usual course of business. Our ability to pay dividends may also be
impaired if any of the risks described in this AnmaatRepert-report enFermt0-K-were to occur. Also, payment of our
dividends depends upon our financial condition and other factors as our board of directors may deem relevant from time to time.

We cannot assure you that we eur-busiresses-will geﬂera-te—have sufficient cash-ﬂew—frem—eper&t—teﬂs—o surplus > that-fatare
borrowings-will-be-avatlable-to pay the cash dividends #s-n e RS-ON OHE

eeﬂmeﬂ—steel&rﬁaﬁy—aﬁd-pfefeﬁed-steel&me}udﬁrg—the Series A Plefelred Stock . DlVldends on te—pay—eﬂ-l“mdebtedﬂess—er

freﬁa—sa}es—ef—Serles A P1e1‘e1red Stock are payable every February 28 May 30, August 31 and November 30 Our board of
directors is not required to declare a dividend on the Series A Preferred Stock and did not declare a dividend on the
Series A Preferred Stock since February 2022. On April 19, 2023, approximately $ 4. 5 million that the Company



maintained in a segregated account to pre fund quarterly drvrdend paymentq on the Serleq A Preferred Stock untrl Augu%t

avaﬂabrl—&yuof—weh—ammmfs—for general corporate purposes and was clasmﬁed as unrestricted cash on diseussed-tn—Nefe—E-—of
the Netesto-the-Company’ s Conselidated-consolidated balance sheet. Our board of directors deemed the foregoing to be
in the best interests of the Company and its common stockholders in light of the Company’ s current and anticipated
Finanetatfinancial condition and outlook Statements-inPartH-, Hem-S-of thisFerm16-1-and after considering its
fiduciary duties to the Company’ s common stockholders and other relevant factors . Future issuances of preferred stock
may reduce the value of the Series A Preferred Stock. We may sell additional shares of preferred stock on terms that may differ
from the Series A Preferred Stock. Such shares could rank on parity with or, subject to the voting rights referred to above (with
respect to issuances of new series of preferred stock), senior to the Series A Preferred Stock as to distribution rights or rights
upon liquidation, winding up or dissolution. The subsequent issuance of additional shares of Series A Preferred Stock, or the
creation and subsequent issuance of additional classes of preferred stock on parity with the Series A Preferred Stock, could
dilute the interests of the holders of Series A Preferred Stock offered hereby. Any issuance of preferred stock that is senior to the
Series A Preferred Stock would not only dilute the interests of the holders of Series A Preferred Stock, but also could affect our
ability to pay distributions on, redeem or pay the liquidation preference on the Series A Preferred Stock. Market interest rates
may materially and adversely affect the value of the Series A Preferred Stock. One of the factors that influences the price of the
Series A Preferred Stock is the dividend yield on the Series A Preferred Stock (as a percentage of the market price of the Series
A Preferred Stock) relative to market interest rates. Continued increase in market interest rates may lead prospective purchasers
of the Series A Preferred Stock to expect a higher dividend yield (and higher interest rates would likely increase our borrowing
costs and potentially decrease funds available for dividend payments). Thus, higher market interest rates could cause the market
price of the Series A Preferred Stock to materially decrease. The special exchange right that the Series A Preferred Stock is
entitled to may make it more difficult for a party to acquire us or discourage a party from acquiring us. The Series A Preferred
Stock special exchange right may have the effect of discouraging a third party from making an acquisition proposal for us or of
delaying, deferring or preventing certain of our change of control transactions under circumstances that otherwise could provide
the holders of our Series A Preferred Stock with the opportunity to realize a premium over the then- current market price of such
equity securities or that stockholders may otherwise believe is in their best interests. Holders of the Series A Preferred Stock
may be unable to use the dividends- received deduction and may not be eligible for the preferential tax rates applicable to
qualified dividend income. ” Distributions paid to corporate U. S. holders of the Series A Preferred Stock may be eligible for the
dividends- received deduction, and distributions paid to non- corporate U. S. holders of the Series A Preferred Stock may be
subject to tax at the preferential tax rates applicable to “ qualified dividend income, ” if we have current or accumulated
earnings and profits, as determined for U. S. federal income tax purposes. We do not currently have any accumulated earnings
and profits. Additionally, we may not have sufficient current earnings and profits during future fiscal years for the distributions
on the Series A Preferred Stock to qualify as dividends for U. S. federal income tax purposes. If the distributions fail to qualify
as dividends, U. S. holders would be unable to use the dividends- received deduction and may not be eligible for the preferential
tax rates applicable to “ qualified dividend income. ” Holders of the Series A Preferred Stock may be subject to tax if we make
or fail to make certain adjustments to the Exehange-exchange Rate-rate of the Series A Preferred Stock even though you do not
receive a corresponding cash dividend. The exchange rate for the Series A Preferred Stock special exchange right is subject to
adjustment in certain circumstances. A failure to adjust (or to adjust adequately) such exchange rate after an event that increases
your proportionate interest in us could be treated as a deemed taxable dividend to you. If you are a non- U. S. holder, any
deemed dividend may be subject to U. S. federal withholding tax at a 30 % rate, or such lower rate as may be specified by an
applicable treaty, which may be set off against subsequent payments on the Series A Preferred Stock. In April 2016, the Internal
Revenue Service issued new proposed income tax regulations in regard to the taxability of changes in exchange rights that will
apply to the Series A Preferred Stock when published in final form and may be applied to us before final publication in certain
instances. Our revenues, operating results and cash flows may fluctuate in future periods, and we may fail to meet investor
expectations, which may cause the price of our Series A Preferred Stock to decline. Variations in our quarterly and year- end
operating results are difficult to predict, and our income and cash flows may fluctuate significantly from period to period. If our
operating results fall below the expectations of investors or qecurme% analyst% the prrce of our Series A Preferred Stock could
decline substantially. Speetfie-factorsthatmay-ea etaationsin : s-ine ~The Series A Preferred Stock
represents perpetual equity interests in us, and it has no maturlty or mandatory redemptron date and are not redeemable at the
option of investors under any circumstances. As a result, the Series A Preferred Stock will not give rise to a claim for payment
of a principal amount at a particular date. As a result, holders of the Series A Preferred Stock may be required to bear the




llnaneral risks of an 1nve§tment in the Series A Preferred Stock for an indefinite penod ol t1rne {-n—add-r-t-teﬂ—t-he—Seﬂesﬂ%

as—he Ser1e§ A Prelerred Stock has not been rated We have not qought to obtaln a ratmg for the Serreq A Prelerred Stock No
assurance can be given yheweves-that one or more rating agencies might not independently determine to issue such a rating or
that such a rating, if issued, would not adversely affect the market price of the Series A Preferred Stock. Also, we may elect in
the future to obtain a rating for the Series A Preferred Stock, which could adversely affect the market price of the Series A
Preferred Stock. Ratings only reflect the views of the rating agency or agencies issuing the ratings and such ratings could be
revised downward, placed on a watch list or withdrawn entirely at the discretion of the issuing rating agency if in its judgment
circumstances so warrant. Any such downward revision, plaeing-placement on a watch list or withdrawal of a rating could have
an adverse effect on the market price of the Series A Preferred Stock. The market price of the Series A Preferred Stock could be
substantially affected by various factors. The market price of the Series A Preferred Stock depends on many factors, which may
change from time to time, including: ¢ prevailing interest rates, increases in which may have an adverse effect on the market
price of the Series A Preferred Stock; ¢ trading prices of similar securities; ¢ our history of timely dividend payments; ¢ the
annual yield from dividends on the Series A Preferred Stock as compared to yields on other financial instruments; ¢ general
economic and financial market conditions; ¢ government action or regulation; ¢ the financial condition, performance and
prospects of us and our competitors; ¢ changes in financial estimates or recommendations by securities analysts with respect to
us or our competitors in our industry; ¢ our issuance of additional preferred equrty or debt securities; and * actual or ant1c1pated
variations in quarterly operating results of us and our competitors +and 0 e he-g

. As aresult of these and other factors, holders of the Series A Preferred Stock may experrence a decrease Wthh could be
substantial and rapid, in the market price of the Series A Preferred Stock, including decreases unrelated to our operating
performance or prospects. A holder of Series A Preferred Stock has extremely limited voting rights. The voting rights fer-of a
holder or Series A Preferred Stock are limited. Our shares of common Stoek are the only claqi of our %ecurme@ that Carry full

Certificate of Deirgnatron@ e%t"lbh@hlng the Series A Preferred Stock and except to the extent requrred by law, holder@ of Series
A Preferred Stock do not have any voting rights. Voting rights for holders of the Series A Preferred Stock exist primarily
with respect to voting on amendments to our certificate of incorporation, including the certificate of designations relating
to the Series A Preferred Stock, that materially and adversely affect the rights of the holders of Series A Preferred Stock
or authorize, increase or create additional classes or series of our capital stock that are senior to the Series A Preferred
Stock. In addition, as of August 31, 2023, the holders of the Series A Preferred Stock, have the right, voting separately as
a single class, to elect two individuals to our board of directors because, as of that date, dividends on the Series A
Preferred Stock had not been paid in an aggregate amount equal to the equivalent of at least six or more quarterly
dividends. See “ Risks related to our common stoek — The holders of Failure-to-maintain-effeetive-internal-eontrols-eonld

adverselyaffeetour Series A Preferred operating -
-S&rb&nes-—@xley%et—rlght to elect two dlrectors to our board of dlrectors, i below %Oea—requﬁes—ﬂ&&t—we—m&nﬁ&m—nﬁefﬂa-l

e&p—i—ta-l—As—ol the ﬁllng date ol th1§ report -1—1—29 89-1—064 93—3—175 qhare@ ol our outqtandlng common stock were owned by,
and +82-236 , 654-067 , +55-779 shares of our common stock were beneficially owned by, Acuitas Group Holdings, LLC, an
entity indirectly wholly owned and controlled by Mr. Peizer, which represents the ownership of approximately 61 48—6-% of our
outstanding common stock and the beneficial ownership of approximately 93 5—5-% of our common stock. The foregoing

number of shares In-addition;under-the Keep-WeltAgreement,-the-benefietal-beneficially ewnership-ef-owned by Acuitas

Group Holdings , LLC and the corresponding percentage assumes the conversion its-affiliates-may-inereaseto-96-%-of otr
fature-$ 3. S million of the outstanding Keep Well Notes at a conversion price of $ 0. 36 per share (with any accrued

interest paid in cash) and includes 9, 722, 223 shares of common stock issuable upon exercise of warrants that would be
issued upon conversion of the $ 3. 5 million of the principal amount of the outstanding Keep Well Notes . As a result,
Acuitas has and is expected to continue to have the ability to significantly influence the election of our Board of Directors and
the outcome of all other matters submitted to our stockholders. Acuitas’ interest may not always coincide with our interests or
the interests of other stockholders, and Acuitas may act in a manner that advances its best interests and not necessarily those of
other stockholders. One consequence to this substantial influence or control is that it may be difficult for investors to remove our
management. It could also deter unsolicited takeovers, including transactions in which stockholders might otherwise receive a
premium for their shares over then current market prices. There can be no assurance that our common stock will continue to be
listed on Nasdaq or, if listed, that we will be able to comply with the continued listing standards of Nasdaq, which could limit
investors’ ability to meke-transaetions—--- transact in our securities and subject us to additional trading restrictions. Our
common stock is traded-listed on NASBAQ-The Nasdaq Capital Market under the symbol “ OTRK. ”” The Nasdaq Capital
Market requires that listed companies satisfy continued listing standards to maintain their listing. On September+4
October 13 , 26222023 , we received a nottee-letter from the-Staffefthe Listing Qualifications Pepartment-Staff (the “ Staff
”) of The Nasdaq Stock Market LLC (* Nasdaq ) indicating that we no longer smet-meet the minimum bid price requirement



set forth in Nasdaq Listing Rule 5456-5550 (2) (42 ) (the “ Minimum Bid Price Reguirement-Rule ) because the closing bid
price for our common stock was less than $ 1. 00 for the previous 30 consecutive business days. The netiee-letter had no
immediate effect on the listing of our common stock on The Nasdaq Glebat-Capital Market. Under Nasdaq Eistinglisting rules
Rute-58+0(e)3)(A)-, we had a 180- calendar day graee-period, or until Mareh=43-April 10 , 2623-2024 , to regain compliance
with the Minimum Bid Price Reguirement-Rule . Beeatise-On April 11, 2024, we did-received a letter from the Staff
notlfylng us that we had not -rega-l-n—regalned comp lance with 1hc Mlmmum Bld Price Reqﬂ-rreﬂ&eﬁt—Rule by April Mareh13;
d v e 2024 fn—aeeefd&nee

e dddlll()ndl 80- calendar ddV graee—pcnod w1th1n which to regain
compllance because stehasb i &S split-tfneeesss SERSI T 4 we do not meet reeetved
approval-to-transfer-the minimum stockholders equlty requlrement for 1n1t1al llstmu on e%eﬂfeemmeﬂ—stee-le&em—"[—he
Nasdagq-Glebal-Marketto-The Nasdaq Capital Market . The letter also states that , unless we request and-- an appeal by
April 18, 2024, our common stock will be scheduled for delisting from The Nasdaq Capital Market and will be
suspended at the opening of business on April 22, 2024, and a Form 25- NSE will be filed with the SEC, which will
remove our common stock from listing and registration on The Nasdaq Stock Market. The Staff made its determination
based upon our most recent public filings as aresult-of April 11, 2024. However, as disclosed in this report, our
stockholders’ equity as of December 31, 2023 and as of the date of the filing of this report is in excess of the minimum
stockholders’ equity requirement for initial listing on The Nasdaq Capital Market. Accordingly , we were-granted-a
seeond-believe we are eligible for an additional 180- calendar day graee-period from April 10 , eruntit-September H;2623
2024 ;-within which to regain compliance with the Minimum Bid Price Requirement-Rule . The-We would regain compllance
with the Minimum Bid Price Rule Reguirement-witt-be-metif our common stock has a minimum closing bid price of at least $
1. 00 per share for a minimum of 10 consecutive business days during the additional 180- calendar day graee-period, unless
Nasdaq exercises its discretion to extend such 10- day period. We wit-be-monitering-have notified Nasdaq that if necessary,
we intend to cure the non- compliance with the Minimum Bid Price Rule during such additional 180- calendar day period
by implementing a reverse stock split in sufficient time to evidence a closing bid price of our common stock of at least $ 1.
00 per share for a minimum of ten consecutive business days prior to the expiration of such 180- day period. If the Staff
does not grant us such additional 180- calendar day period, we intend to appeal the Staff’ s determination to delist our
common stock to the Nasdaq Hearings Panel (the “ Panel ) on or before April 18, 2024. A hearing request stays the
delisting and will-effeetsuspension of our common stock pending the decision of the Panel. At the hearing, we would
intend to present our views concerning our eligibility for the additional 180- calendar day period to regain compliance
with the Minimum Bid Price Rule and our plans for regaining compliance, which would include implementing a reverse
stock split 5-if necessary as described above Hramrattempttoregaitreomphanee-. There can be no assurance that we will be
a-b-le—granted an addltlonal 180- calendar day perlod within which to regain compliance with-the-MinimumBid-Priee

d y %92—3—We—er—reeeﬂfe—a—ne&ﬁe&Heﬁ—freﬂa—Nasdaq—ﬂ&aPeﬁﬁ or
eemmeﬂ—stee-le 1f such an extenslon perlod is granted Sﬂbjeet—te-dehst-mgﬂ%t—&rat—&me- we—m&y—&ppeal—t-he—dehst—mg

continued listing, Nasdaq dlso hds blOdd discretionary public interest authorlly lhal it can exercise 10 dppl additional or more
stringent criteria for continued listing on the Nasdaq. Nasdaq has c\uuscd this discretionary authorlly in the past. As reperted
aboverasof the date of the fillng of this 1cpo11 Acunds is 5 - our largest

stockholder ot -and the aggregate we
ha-ve—berrewed—$—l—9—9—n‘rﬁ-l-ten—rn—p1mupa amount we borrowed e%seet&ed—debt—frem—&etntas—undcr the Keep Well Agreement
, plus all accrued and unpaid 1nterest thereon, was approximately $ 3. 7 million . Mr. Peizer owns and controls Acuitas and
Fasreperted-above-, on March 1, 2023, the DOJ announced charges and the SEC filed a civil complaint against Mr. Peizer
alleging unlawful insider l1admg in our stock. On-Mareh1+52023;-Nasdaq has requested certain information from us related to
the charges against Mr. Peizer. We responded to those requests. No assurances can be given that Nasdaq will not exercise its
discretionary public interest authority to delist our common stock er-SertesA—preferred-steek—due to public interest concerns
related to Acuitas’ ownership of our common stock or its relationship to us under the Keep Well Agreement. Maintaintne-In
connection with (a) the listing-ofourcommen-stoek-public offering and the concurrent prlvate placement that closed on
November 14, 2023 and Nasdac-is-a-eondition-precedenttoreeetvingthe
securities issuable in connection with the conversion of the Keep Well Notes effected in the Notes Conversion and (b) the
Sixth Amendment to the Keep Well Agreement described in Item 7 of Part II of this report, we submitted listing of
additional shares applications to Nasdaq in accordance with Nasdagq listing rules . See~~Current Staff practice is not to
accept or reject listing of additional shares applications before the closing of a public or private offering. \Wec believe wit




d suarantee-that we-will-satisfy-the eonditions-preeedent-for-issuances of securities in the
-$—6—9—ﬂ=rﬂ+reﬁ—&rat—fem&rns-publlc offerlng, in the concurrent private placement, in connection with the Notes Conversion

and in connection with the Sixth Amendment to be-borrowed-underthe Keep Well Agreement are all compliant with
Nasdagq listing rules. However, Nasdaq could assert that as a result of one or more of these securities issuances, we are
not in compliance with Nasdaq listing rules. or-For find-adequate-sourees-ofeapital-example, Nasdaq could assert that the
exercise price reset and share adjustment provisions in the warrants sold in the public offering, in the concurrent private
placement and / or under the Sixth Amendment to the Keep Well Agreement mandate a delisting determination unless
such provisions are modified. Should that occur, we would need to obtain (1) with respect to the warrants sold in the
public offering, the consent of the holders of warrants representing at least a majority of the shares of common stock
underlying the warrants the-then fatare-outstanding and each investor in the public offering who purchased at least $ 1.
75 million of securities at the closing of the offering , >abeve-and (2) with respect to the warrant issued to Acuitas in the
concurrent private placement and with respect to the securities issued under the Sixth Amendment to the Keep Well
Agreement, the consent of Acuitas, for any modifications. The failure to obtain such consent (s) could result in the
delisting of our common stock . If our common stock is atimatety-delisted by Nasdaq, and we are not able to list our securities
on another national securities exchange, we expect our securities could be quoted on an over- the- counter market. If this were to
occur, then we could face significant material adverse consequences, including: =—(a) less liquid trading market for our
securities; =(b) more limited market quotations for our securities; =-(¢) determination that our common stock is a “ penny stock
” that requires brokers to adhere to more stringent rules and possibly resulting in a reduced level of trading activity in the
secondary trading market for our securities; =-(d) more limited research coverage by stock analysts; =(e) loss of reputation; and =
(f) more difficult and more expensive equity financings in the future. The National Securities Markets Improvement Act of
1996, which is a federal statute, prevents or preempts the states from regulating the sale of certain securities, which are referred
to as “ covered securities. ” If our common stock remains listed on Nasdaq, our common stock will be covered securities.
Although the states are preempted from regulating the sale of our securities, the federal statute does allow the states to
investigate companies if there is a suspicion of fraud, and, if there is a finding of fraudulent activity, then the states can regulate
or bar the sale of covered securities in a particular case. If our securities were no longer listed on Nasdaq and therefore not “
covered securities, ” we would be subject to regulation in each state in which we offer our securities . Certain of our warrants
contain price protection in the form of anti- dilution provisions that could harm trading in our common stock and make
it difficult for us to obtain additional financing. The warrants we issued and sold in the public offering and the
concurrent private placement that closed on November 14, 2023 have price- based anti- dilution provisions. Under these
anti- dilution provisions, subject to certain limited exceptions, (a) the exercise price of these warrants will be reduced
each time we issue or sell (or are deemed to issue or sell) any securities for a consideration per share less than a price
equal to their exercise price in effect immediately prior to such issuance or sale (or deemed issuance or sale), (b) on May
14, 2026, the exercise price of these warrants will be reduced to the greater of (i) $ 0. 1584 per share and (ii) the lesser of
(x) the then exercise price and (y) the lowest volume weighted average price of our common stock on any trading day
during the five trading day period immediately before May 14, 2026, (c) if at any time prior to June 20, 2027, we grant,
issue or sell (or enter into any agreement to grant, issue or sell) any shares of common stock, non- convertible
indebtedness and / or common stock equivalents to Acuitas that results in a reduction of the exercise price in accordance
with the terms of these warrants, or we consummate (or enter into any agreement with respect to) any other financing
with Acuitas and the exercise price of these warrants is greater than the lowest volume weighted average price of our
common stock on any trading day during the five trading day period immediately following the public announcement of
such transaction with Acuitas, then the exercise price of these warrants will be reduced to the lowest volume weighted
average price on any trading day during such five trading day period, and (d) if we issue, sell or enter into any
agreement to issue or sell securities at a price which varies or may vary with the market price of the shares of our
common stock, the holders of these warrants will have the right to substitute such variable price for the exercise price of
their then in effect. In addition, these anti- dilution provisions provide that if the exercise price of the warrants decrease,
then the number of shares of our common stock issuable upon exercise thereof will proportionally increase. See *
Overview — Recent Developments — Warrant Adjustment Provisions ” in Item 7 of Part II of this report for more
information regarding these anti- dilution provisions. In addition, as described in “ Overview — Recent Developments
— Sixth Amendment to Existing Keep Well Agreement ” in Item 7 of Part II of this report, subject to stockholder
approval, we will issue additional warrants to Acuitas that contain these anti- dilution provisions. To the extent we
trigger, or enter into any agreement or issue any security that would trigger, the anti- dilution provisions of these
warrants, our stockholders may experience substantial dilution. For example, on March 28, 2024, in connection with
entering into an amendment to the Keep Well Agreement to provide for the issuance of additional securities thereunder
at a price less than the exercise price of these warrants, we obtained a waiver from each holder of these warrants,
pursuant to which such holder agreed to specified adjustments to the exercise price of their respective warrant in lieu of
the adjustments that would otherwise be made in accordance with the terms of their respective warrant. In accordance
with such waivers, the per share exercise price of their respective warrant was reduced from $ 0. 85 to $ 0. 3442, subject
to further adjustment in accordance with the terms of such waiver and their respective warrant, and the aggregate
number of shares of common stock issuable upon exercise of these warrants (without giving effect to the exercise of any
of these warrants that occurred between their initial issuance date and the time the per share exercise price was reduced
to $ 0. 3442) increased from 57, 666, 666 to 142, 407, 513. See “ Overview — Recent Developments — Waivers by
Holders of Outstanding Warrants ” in Item 7 of Part II of this report for additional information regarding the waivers.
The overhang represented by these warrants, coupled with their anti- dilution provisions, may make it more difficult for



us to raise additional capital, because of the possible substantial dilution to any new purchaser of our securities and the
ability of holders of these warrants to enter into short sales of our stock. Any potential new purchaser of our securities
may choose to value our common stock in such a manner that takes into account the number of shares of our common
stock that would be outstanding immediately following the exercise of all these warrants . We incur increased costs as a
result of operating as a public company, and our management devotes substantial time to compliance initiatives. We incur
significant legal, accounting and other expenses as a public company, including costs resulting from public company reporting
obligations under the Exchange Act and regulations regarding corporate governance practices. Nasdaq' s listing requirements
and the-SEC rules ofthe-Seeurittes-and-Exehange-Commisston;or-the-SEC;require that we satisfy certain corporate governance
requirements relatlng to director independence, filing annual and interim reports, stockholder meetings, approvals and voting,
soliciting proxies, conflicts of interest and a code of conduct. Our management and other personnel devote a substantial amount
of time to ensure that we comply with all of these requirements. Moreover, the reporting requirements, rules and regulations
associated with being a public company result in significant legal and financial compliance costs and make some activities more
time- consuming and costly. These reporting requirements, rules and regulations, coupled with the increase in potential litigation
exposure associated with being a public company, could also make it more difficult for us to attract and retain qualified persons
to serve on our board of directors or board committees or to serve as executive officers, or to obtain certain types of insurance,
including directors’ and officers’ insurance, on acceptable terms and we may be forced to accept reduced policy limits and
coverage or incur substantially higher costs to obtain the same or similar coverage. Our stock price may be subject to substantial
volatility, and the value of our stockholders' investment may decline. The price at which our common stock trades fluctuates as
a result of a number of factors, including the number of shares available for sale in the market, quarterly variations in our
operating results and actual or anticipated announcements of our Ontrak solution, announcements regarding new or discontinued
Ontrak solution contracts, new products or services by us or competitors, regulatory investigations or determinations,
acquisitions or strategic alliances by us or our competitors, recruitment or departures of key personnel, the gain or loss of
significant customers, changes in the estimates of our operating performance, actual or threatened litigation, market conditions
in our industry and the economy as a whole. Numerous factors, including many over which we have no control, may have a
significant impact on the market price of our common stock, including: ® announcements of new products or services by us or
our competitors; ® current events affecting the political, economic and social situation in the United States; ® trends in our
industry and the markets in which we operate; ® changes in financial estimates and recommendations by securities analysts; ®
acquisitions and financings by us or our competitors; ® the gain or loss of a significant customer; ® quarterly variations in
operating results; ® the operating and stock price performance of other companies that investors may consider to be comparable;
e purchases or sales of blocks of our securities; and e issuances of stock. We have used the market price of our common stock to
establish future payment obligations to stockholders of acquisition targets in the past and may eentinte-te-do so in the future;
any decline in the market price regardless of whether due to our performance or external market dynamics would give rise to a
payment obligation to such holders. Furthermore, stockholders may initiate additional securities class action lawsuits if the
market price of our stock drops significantly, which may cause us to incur further substantial costs and continue to divert the
time and attention of our management. Future sales of common stock by existing stockholders, or the perception that such sales
may occur, could depress our stock price. The market price of our common stock could decline as a result of sales by, or the
perceived possibility of sales by, our existing stockholders. Most of our outstanding shares are eligible for public resale pursuant
to Rule 144 under the Securities Act of 1933, as amended. As of December 31, 20222023 , approximately +6-29. 1 million
outstanding shares of our common stock were held by our affiliates and may be sold pursuant to an effective registration
statement or in accordance with the volume and other limitations of Rule 144 or pursuant to other exempt transactions. Future
sales of common stock by significant stockholders, including those who acquired their shares in private placements or who are
affiliates, or the perception that such sales may occur, could depress the price of our common stock. Future issuances of
common stock and hedging activities may depress the trading price of our common stock. Any future issuance of equity
securities, including the issuance of shares upon direct registration, upon satisfaction of our obligations, compensation of
vendors, exercise of outstanding warrants, or effeetuationrthe conversion of areversestoek-sptit-the Keep Well Notes , could
dilute the interests of our existing stockholders, and could substantially decrease the trading price of our common stock. As of
Beeember31-2622-the filing date of this report , we had outstanding (a) options to purchase 4-1 , 895-816 , 522-937 shares of
our common stock at exercise prices ranging from $ 0. 48-39 to $ 86-519 . 57-42 per share and-, (b) warrants to purchase +183 ,
576-843 . 256-027 shares of our common stock at exercise prices ranging from $ 0. 640001 to $ 43-9 . 68-105 per share —Adse-,
and (c) as—ef—BeeembeﬁHGQ—Z—vsHmd—a—te&rPef—l—449%%6—unvested RSUs covering 116, 984 shares of our common
stock. Also, assuming conversion of the $ 2. 0 million in principal of the Surviving Note at a conversion price of $ 0. 36
per share and $ 1. 5 million in principal of the Initial Demand Note at a conversion price of $ 0. 36 per share (with any
accrued interest paid in cash in both cases), we would issue 5, 555, 556 and 4, 166, 667 shares of our common stock,
respectively. In addition to the issuance of shares of our common stock upon the exercise or conversion of outstanding -
We-securities, we may issue equity securities in the future for a number of reasons, 1nclud1ng to ﬁnance our operatlons and
busmess strategy and in connection w1th acqu151t10ns a a 8 a :

v . There may be future sales or other d11ut10n of our equity, which
may adversely affect the rnarket price of our common stock. In the future, we may need to raise additional funds through public
or private financing, which might include sales of equity or equity- linked securities. The issuance of any additional shares of
common stock or securities convertible into, exchangeable for, or that represent the right to receive common stock , and / or the
exercise of such securities , could be substantially dilutive to holders of shares of our common stock. Holders of shares of our
common stock have no preemptive rights that entitle khelders-them to purchase their pro rata share of any offering of shares of
any class or series. The market price of our common stock could decline as a result of sales of shares of our common stock maee



after-this-effering-or the perception that such sales could occur. Because our decision to issue securities in any future offering
will depend on market conditions and other factors beyond our control, we cannot predict or estimate the amount, timing or
nature of ear-future offerings. Thus, our stockholders bear the risk of ear-future offerings reducing the market price of our
common stock and diluting their ownership interests treur-Company-. We have historically relied in part on sales of our
common stock to fund our operations, and our future ability to obtain additional capital through stock sales or other securities
offerings may be more costly than in the past, or may not be available to us at all. We have historically relied in part on sales of
our common stock to fund our operations. For example, we raised an aggregate of approximately $ 15. 1 million in gross
proceeds in fiscal years 2021 and 2022 through the sale of shares of our common stock in offerings made under a Form S- 3
shelf ” registration statement. Using a shelf registration statement to conduct an equity offering to raise capital generally takes
less time and is less expensive than other means, such as conducting an offering under a Form S- 1 registration statement. We
are no longer eligible to use a shelf registration statement due to non- payment of dividends on our Series A preferred stock
since December 31, 2022. As a result, the public offering of common stock, pre- funded warrants and warrants we closed
in November 2023, raising an aggregate gross proceeds of $ 6. 3 million, was completed under a Form S- 1 registration
statement. We may choose to conduct an-additional effering-offerings of our securities under an exemption from registration
under the Securities Act or under a Form S- 1 registration statement, but we would expect either of these alternatives to be a
more expensive method of raising additional capital and more dilutive to our stockholders relative to using a shelf registration
statement. The holders of our Series A Preferred Stock may-be-entitled-have the right to elect two directors to our board of
directors. Under the terms of the certificate of designation fer-establishing our Series A Preferred Stock, if dividends on our
Series A Preferred have not been paid in an aggregate amount equal to the equivalent of at least six or more quarterly dividends
(whether consecutive or not), the number of directors constituting our Beard-board of Bireetors-directors will be increased by
two, and the holders of our Series A Preferred Stock, will have the right, voting separately as a single class, to fill such newly
created directorships (and to fill any vacancies in the terms of such directorships). Dividends on our Series A Preferred Stock are
payable every February 28, May 30, August 31, and November 30. We dtd-have not pay-paid the dividends on our Series A
Preferred Stock since February payab{e—m—eaehef—May—ZOZZ 7and the director election right described above commenced
on August 2622-31 , Nevember2022-and-February-2023. Aeeordinghy;+f-Failure to maintain effective internal controls
could adversely affect our operating results and the market for our common stock. Section 404 of the Sarbanes- Oxley
Act of 2002 requires that we de-not-pay-maintain internal control over financial reporting that meets applicable
standards. As with many smaller companies with aH-small sueh—d-w—tdeﬂds—staff materlal weaknesses in our ﬁnanclal
controls and procedures may be discovered. If we are unable ay-elv W W
qrarterly-dividend-dates-, the-holders-efour— or are perceived as unable, -Seﬂes—A—Pfefeffed—SteeHéH—have—t-he-ﬁght—te-e}eef
#wo-- to direetors-produce reliable financial reports due to internal control deficiencies, investors could lose confidence in
our beard-ef-direetors-reported financial information and operating results, which could result in a negative market
reaction and adversely affect our ability to raise capital . Provisions in our certificate of incorporation and Delaware law
could discourage a change in control, or an acquisition of us by a third party, even if the acquisition would be favorable to you.
Our amended and restated certificate of incorporation and the Delaware General Corporation Law contain provisions fnekading
the-Seetton382-OvwnershipEimit-that may have the effect of making more difficult or delaying attempts by others to obtain
control of our Company, even when these attempts may be in the best interests of stockholders. In addition, our amended and
restated certificate of incorporation authorizes our Board of Directors, without stockholder approval, to issue one or more series
of preferred stock, which could have voting and conversion rights that adversely affect or dilute the voting power of the holders
of common stock. Delaware law also imposes conditions on certain business combination transactions with *“ interested
stockholders. ”” These provisions and others that could be adopted in the future could deter unsolicited takeovers or delay or
prevent changes in our control or management, including transactions in which stockholders might otherwise receive a premium
for their shares over then current market prices. These provisions may also limit the ability of stockholders to approve
transactions that they may deem to be in their best interests. We do not expect to pay dividends on our common stock in the
foreseeable future. We have paid no cash dividends on our common stock to date, and we intend to retain our future earnings, if
any, to fund the continued development and growth of our business. As a result, we do not expect to pay any cash dividends in
the foreseeable future on our common stock. Further, any payment of cash dividends will also depend on our financial condition,
results of operations, capital requirements and other factors, including contractual restrictions to which we may be subject, and
will be at the discretion of our Beard-board of Pireetors-directors .




