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You should carefully consider the lbllm\ ing risk factors, in addition to the other information contained in this repert-Report on
Form 10- K, including the section of this repert-Report titled “ Management’ s Discussion and Analysis of Financial Condition
and Results of Operations ” and our financial statements and related notes. If any of the events described in the following risk
factors and the risks described elsewhere in this repertReport occurs, our business, operating results and financial condition
could be seriously harmed. This repertReport on Form 10- K also contains forward- looking statements that involve risks and
uncertainties. Our actual results could differ materially from those anticipated in the forward- looking statements as a result of
factors that are described below and elsewhere in this repert-Report . Risks Related to Our Business YUnfaverableglobat
eeonomte-There is substantial doubt about er-our petitieal-eonditions-ability to continue as a going concern, which may
hinder our ability to obtain further financing. Our consolidated financial statements are prepared using the generally
accepted accounting principles applicable to a going concern, which contemplates the realization of assets and
liquidation of liabilities in the normal course of business. However, as shown in our consolidated financial statements for
the year ended December 31, 2024, included in this Report, we have an accumulated deficit, recurring net losses and net
cash used in operations, and resources that will not be sufficient to meet our anticipated cash requirements, which raise
substantial doubt about our ability to continue as a going concern. Our consolidated financial statements do not include
any adjustmentsthat might result from the outcome of this uncertainty. If we cannot continue as a viable entity, we
might be required to reduce or cease operations or seek dissolution and liquidation or bankruptcy protection, and our
stockholders would likely lose most or all of their investment in us. Our proposed Exchange transaction with Roosevelt is
subject to a number of risks and uncertainties. Failure to complete, or delays in completing, the proposed Exchange
transaction with Roosevelt could materially and adversely affect our results of operations, business, financial condition and
/ or stock price. Our previously announced proposed Exchange transaction with Roosevelt is subject to a number of risks
and uncertainties. Some of those risks and uncertainties include the following, among others: * The closing of the
Exchange transaction is subject to approval by or-our stockholders of certain proposals relating to the transactions
contemplated by the Exchange Agreement, as well as the satisfaction of other customary closing conditions. Our
stockholders might not approve the proposals that are required in order for us to be able to close the Exchange
transaction, or the Exchange Agreement might be terminated for other reasons. We cannot assure you that the proposed
Exchange will be successfully completed. Any failure to satisfy a required condition to closing may delay or prevent the
completion of the transaction, which could materially and adversely affect our results of operations , business, financial
condition and / or stock price . Ourtestlts-* We may require additional funding in order to be able to close the Exchange
transaction. ¢ If the Exchange with Roosevelt is not completed, our board of eperations-directors would be required to
consider alternatives for our business and assets, which might include seeking the dissolution and liquidation of the
Company, seeking an acquisition transaction or similar transaction with another company, initiating bankruptcy
proceedings, or other alternatives. There can be no assurance regarding the outcome of such a process. We would have
very hmlted cash resources, mlght be unable to raise additional funding, and could be adversely-affeeted-bygenerat

d g d stobal-forced to reduce or suspend operations, seek dissolution proceedings, or
seek federal bankruptcy protectlon *We would remain liable for significant transaction costs, including legal,
accounting, financial advisory and other costs relating to the Exchange regardless of whether the Exchange is
consummated. * If the Exchange is not completed, the trading price of Arcadia’ common stock may decline to the extent
that the then- current markets— market prices for our common stock reflect a market assumption that the Exchange will
be completed . A—global-» We could be subject to litigation related to the Exchange Agreement, the Exchange transaction
or any failure to complete the Exchange. * We could potentially lose key personnel during the pendency of the Exchange.
« If the Exchange is not completed, we would not reahze the potentlal beneﬁts of the Exchange, whlch could have a
negative effect on our results of operations, financial eristso d 0 d A
volatilityircondition, business and stock price. ¢ If the Exchange is consummated t-he—then 1f the Company eaptta-l—aﬂd

pandemic;-oreontagious-diseases;saeh-which we will sometimes refer to after

ereditmarkets—Outbreaks-ofepidemie-,
consummation of the Exchange as the "' combined company €OVID-—19-pandemtie-,
loss-efproduetivity-"" is unable to realize the substantial strategic and financial benefits currently anticipated from the

Exchange, Arcadia stockholders will have experienced dilution of their ownership interests in the Company without
receiving any commensurate benefit, our- or employees-workingremotely-only receiving part of the commensurate benefit
to the extent the combined company is able to realize only part of the strategic and financial benefits currently
anticipated from the Exchange . In addition, any shares of common stock that the Company may issue following
consummation of the Exchange will further dilute the ownership interests of the Company' s current stockholders. * If
the Exchange Agreement is terminated under certain circumstances, the Company may be required to reimburse
Roosevelt' s expenses up to $ 500, 000 or $ 750, 000, depending on the reasons for the termination. * If the Exchange
transaction with Roosevelt is not completed, we will have extremely limited cash resources. Although we may try to
pursue an alternative transaction, if no alternate transaction can be negotiated and completed or we are not successful in
raising additional required funding, we may be forced to reduce or suspend operations, file for federal bankruptcy
protection or seek dissolution or liquidation proceedings. In such an event, our creditors would have first claim on the




value of our assets which, the-other 5S-than remaining cash, would most likely be liquidated in one or more transactions
or a bankruptcy sale, in which case our common stock would have little or no value. We can give no assurance as to the
magnitude of the net proceeds of such a sale and whether such proceeds would be sufficient to satisfy our obligations to
its creditors, let alone to permit any distribution to our equity holders. « If the Exchange is consummated, the combined
company will require significant additional funding in order to develop the Roosevelt assets and conduct the combined
company' s anticipated business. If such funding involves the issuance of equity securities, our stockholders would suffer
additional dilution to their percentage ownership interests in the Company, which could be material. If such funding
involves debt financing, the agreements relating to such financing may involve restrictive covenants or other provisions
that will limit our operating flexibility. If the Exchange is consummated and the combined company fails to raise
sufficient funds, the combined company would not be able to successfully execute on its business strategy. Failure to
timely complete the proposed Exchange transaction w1th Roosevelt could materlally and adversely affect our results of

s-, inereasing-the
busmcss , prospects and +pe+ﬁ1e&kdrsruptren
eeu-}d-a}se—str&m—etuhmaﬂuf&eturers-erour supp-l-ters—pesa-b-l-y—resul-t-mg—stock price. Statements in supply-disraption;-this

Report on Form 10- K concerning ot-our eatse-future plans and operations are dependent on our eustomers-ability to

secure adequate fundlng and the absence of unexpected de}ay—delays makmg—paymeﬂts-feﬁ or eursemeesﬂ%ny-e-f—t-he

ﬁﬂ&netal—market—eeﬂdt&eﬂs-eet&d—&dﬂerse}y» adverse developments-xmpaet—eurbuerness— We efeurpaﬁﬂers—nmy not bc
sueeessful-able to secure required funding. Any statements contained in developing-eommeretal-produets-this Report on

Form 10- K concernlng future events or developments or our future operatlons or act1v1t1es are forward- looking

ee-l-}abera-ters-mc db eto deve}ep—eeﬂamereta-l-pfeéuefs—obtam sufﬁc1ent fundlng to support such act1v1t1es and contlnue our
operations and satisfy our liability and obligations in a timely manner. There can be no assurance that ineerperate-this
will be the case. Also, such statements assume that there are no significant unexpected developments eur- or tratts-events
that delay or prevent such activities from occurring. Failure to timely obtain any required additional funding , or
unexpected developments or events, could delay the occurrence of such events or prevent the events described in any such
statements from occurring which could have a material adverse effect on products-maynotachieve-commeretal-steeessas
qrteldy-as-weprojeet-or-our at-al-business, financial condition and results of operations . We have a history of significant
losses, which we expect to continue, and we may never achieve or maintain profitability. We have incurred significant net losses
since our formation in 2002 and we expect to continue to incur net losses for the foreseeable future. We incurred net losses of $
+4-7 . 0 million and $ +5-14 . 6-0 million for the years ended December 31, 2024 and 2023 and-2022-, respectively. As of
December 31, %92—3—2024 we had an accumulated deficit of § 24278 . 89 million. Net cash used in operations was $ 9. 6
million and $ 1 ﬂ‘l-l-l-lieﬁ-aﬂd—$—l-4—9—mllllon or the }uus ended December 31, 2024 and 2()2 3 aﬂd%@%%— IL\DLLll\ cl\ \VL

c\pccl to conlmuc to incur

fﬂerease—euﬁloxses If we are undblc 10 adcqudlcly umllol the costs associated with operating our busmcss mcludmc costs 01
development and commercialization of eus-its traits, our business, financial condition, operating results, and prospects will
suffer. We-may-Arcadia will require additional financing and may not be able to obtain such financing on favorable terms, if at
all, which could feree-us-adversely impact the Company’ s operations and ability to delay-continue its business. Such
additional funding may not be available . reduee;-which would have a material adverse effect on or-our eliminate-our
researeh-business, financial condition and development-aetivities-results of operations and would materially and adversely
affect our ability to continue operations . We-Arcadia will eontinte-to-need-eapital-require additional funding in the near
term to fund its business and our-development-projeets;-the eommeretatizattorrmarketing and sale of eur-its products ;-and to
provide working capital to fund other aspects of eur-its business. There H-eoureapital-resourees-arc no assurances that
required funding insuffietentto-meet-oureapttalrequirements;we-will have-toraise-addittonal-funds-be available at all or will
be available in sufficient amounts or on reasonable terms . [ future financings involve the issuance of equity securities, eut
Arcadia’ s existing stockholders would suffer dilution. [f swe-are-Arcadia is able to raise debt financing, we-it may be subject to
restrictive covenants that limit eur-its operating flexibility. We-Arecadia may not be able to raise sufficient additional funds on
terms that are favorable tous-it , if at all. If swe-Arcadia fatHfails to raise sufficient funds and eentine-continues to incur losses,
eurits ability to fund-eur-continue its operations, take advantage of strategic opportunitics, develop-and-commeretalize-produets
erteehnologies;-or otherwise respond to competitive pressures , eeutd-would likely be significantly limited. Delays in
obtaining, or the inability to obtain, required funding would materially and adversely affect our ability to satisfy our
current and future liabilities and obligations, and would materially and adversely affect our ability to continue
operations. [f this-happens;-we may-do not have sufficient funds to continue operatlons, we could bc -fereed—requlred to
seek dlssolutlon de}ay—eﬁeffmnate—researe%mnd liquidation 2 3
s—H-ade otavatable bankruptcy protectlon we—wﬂ—net—be—ab%e—te—sueeessftd—l—yexeeute—eﬂ




our- or businessstrategy-other alternatives that would likely result in er-our eentinte-stockholders losing some ot or
business-all of their investment in us . Gur-Arcadia’ s gross profit margins on ew-its consumer products may be impacted by a
variety of factors, including but not limited to variations #raw-materials-and-paekaging-, freight costs, pricing, customer
requirements, market acceptance rate and promotional support costs. We-Arcadia expeet-expects that eurits gross profit as a
percentaue of net sales could ﬂuctuate asa result of a numbel of mctou mcludmg product pllcmv Ietdll discounts, and 1nput

prices or fed-uee—lmprove plOdULt sizes suﬁluently orina tlmely manner, to offset increased fa-w—m&teﬂa-l—paek&g-rﬂg—eﬁt-hef

mput costs or 1f etths sales volume decreases smnhcalltly there could be a negative 1mpact on otr-its hndncml Condmon and

e*peﬂse—by—rﬂefea&rﬂg—pfemeﬁeﬂa-l—aet—ﬁrﬁes— (ompetltlon is mtense and

if wwe-are-Arcadia is unable to compete effectively, enrits financial results will suffer. We-Arcadia -faee—faces smnhcant

Competltlon in the markets in which We—lt epef&te-operates The mdlkets for pasfa—p&ﬂea-ke—mﬂ&mae—aﬂd—eheese,—aﬂd-coconm

unable to compete successfully against eur-its current and future competitors, which may result in price 1educt10ns 1educed
margins and the inability to achieve market acceptance for its products eentatntng-eurtraits- [n addition, several of eur
Arcadia’ s competitors have substantially greater financial, marketing, sales, distribution, research and development, and
technical resources than us-Arcadia , and some of eur-its collaborators have more experience in research and development,
regulatory matters, manufacturing, and marketing. We-antteipate-Competition could inereased-- increase eompetition-in the
future as-if new companies enter the mar (etaﬂd-ﬂew—teehﬂe-}egies—beeeme-wv&ﬂab}e— Our-teehnologies-may berendered
ebse-}e’fe-eﬁtneeeﬂeﬁnea-l—by-Arcadla depends on its key ersonnel and it is not able to attract and retaln qualnﬁed
feehﬂe-}egiea-l-———— techmcal v g . OLS—W v




management team and other key employees and, if the Exchange is consummated Roosevelt' s management team and key
employees, the loss of whose services might significantly delay or prevent the achievement of eurteehnteal-or-business-the
Company' s objectives. The replacement of any member of our management team involves significant time and costs and such

loss could smnhcantly deldy or ple\ ent the achiev ement of our busmess ObJeLtl\ es. A-member-ofourleadership-teanwheo-has

d-rfﬁetﬂ-t—te—fep-}aee—Addltlonally, Arcadla S O . d-co
aetivittes—Our-business is therefore-dependent on eur-its dblhty to recruit and maintain a highly sk sl illed and educated workforce
with expertise in a range of disciplines, including feednnevation;-supply chain management, agribusiness;-marketing, and other
subjects relevant to eur-its operations. All of eur-Arecadia’ s current employees are at- will employees, and the failure to retain or
hire skilled and highly educated personnel could limit ewits growth and hinder its busnness etu'—fese&feh—aﬂd-deve}epﬂ&eﬂt-
efforts-. eﬁ%Arcadla S busmess 1S sub]ect to the 11sks 01‘

0 : 17e utlllzes and c11tlcally fely—relles upon information technology
systems in all dspects 01‘ our-its busmess mcludnm mefeastﬂgwly—large amounts of data to support ewr-its products and-advanee
eurresearch-and-development-. Failure to effectively prevent, detect, and recover from the increasing number and sophistication
of information security threats could result in theft, misuse, modification, and destruction of information, including trade secrets

and confidential business information, and cause business disruptions, delays-irresearch-and-development-and reputational

damage, which could significantly dﬁeeteu-PArcadla S 1esults of opemtlons and financial condition. Arcadia etuhuse-e-f







required to pay substantial damages as a ILSI.ll[ 01 ploduu liability , health and safety, or other similar claims for w hlch
insurance coverage is not available. We-are-Arcadia is subject to product liability , health and safety, or similar claims with
respect to eur-its products , including claims described elsewhere in this Report under the heading'" Legal Proceedings .
Produettability-" Such claims against Arcadia us-er-eur— or its collaborators selling eur-Arcadia’ s products could damage
etr-Arcadia reputation, harm ewrits relationships with ewt-its collaborators, and materially and adversely affect eur-its business,
results of operations, financial condition, and prospects. Furthermore, while esr-many of Arcadia’ s collaboration agreements
typteatty-require that ewr-Arcadia’ s collaborators indemnify #s-Areadia for the cost of product liability claims brought against
as-Arcadia as a result of eurits collaborator’ s misconduct, such indemnification provisions may not always be enforced, and
e may receive no indemnification if esr-Arcadia’ s own misconduct contributed to the claims. Unfavorable global economic

or political conditions could adversely affect our business, financial condition or results of operations. Our results of
operations could be adversely affected by general conditions in the global economy and in the global financial markets. A
global financial crisis or a global or regional political disruption could cause extreme volatility in the capital and credit
markets. Outbreaks of epidemic, pandemic, or contagious diseases could disrupt Arcadia’ s business resulting in a loss of
productivity from its employees. In addition, the US financial markets have been negatively impacted by the rise of
inflation and interest rates, increasing the potential for a local and / or global economic recession that could disrupt
Arcadia’ s business. A political disruption could also strain Arcadia’ s manufacturers or suppliers, possibly resulting in
supply disruption, or cause its customers to delay making payments for its services. Any of the foregoing could harm
Arcadia’ s business, and we cannot anticipate all of the ways in which the political or economic climate and financial
market conditions could adversely impact our business. Changes to U. S. trade policy, tariff and import / export
regulations may adversely affect our operating results. Changes in U. S. or international social, political, regulatory and
economic conditions or in laws and policies governing foreign trade, development and investment in the countries
relevant to our business, as well as any negative sentiment toward the U. S. as a result of such changes, could adversely
affect our business. The U. S. has instituted or proposed changes in trade policies that include the negotiation or
termination of trade agreements, the imposition of higher tariffs on imports into the U. S., economic sanctions on
individuals, corporations or countries, and other government regulations affecting trade between the U. S. and other
countries where we conduct our business. As a result of policy changes and government proposals, there may be greater
restrictions and economic disincentives on international trade. The new tariffs and other changes in U. S. trade policy
could trigger retaliatory actions by affected countries, and foreign governments have instituted or are considering
imposing trade sanctions on U. S. goods. Such changes have the potential to adversely impact the U. S. economy or
sectors thereof, our industry and the demand for our products in countries outside of the U. S. where we sell our
products and that are adversely affected by such changes, and as a result, could have a negative impact on our business,
financial condition and results of operations. Because our Zola coconut water product is sourced in Thailand, such steps,
if adopted and if they affect countries that impact our business, could adversely impact our business and operations,
increase our costs, and make our products less competitive. As a result of being a public company, we-are-Arcadia is
obligated to develop and maintain proper and effective internal control over financial reporting. ¥We-Arcadia may not complete
our analysis of ewr-its internal control over financial reporting in a timely manner, or these internal controls may not be
determined to be effective, which may adversely affect investor confidence in Arcadia eureompany-and, as a result, the value
of eur-its common stock. Pursuant to Section 404 (a) of the Sarbanes- Oxley Act of 2002 , as amended (“ SOX theAet-") and
the related rules adopud by 1hc SEC and the Public (ompany Accounting ()\ usmht BOdld Arcadia’ s starting-with-the-seeond
ARTHE AW W ; g management is required to report on
the L“LC[I\ eness of ewr-its internal control over financial reporting. SLCII()I] 4()4 (b) of SOX the-Aet-requires that eur-its
independent registered public accounting firm will also need to attest to the effectiveness of exr-Arcadia’ s internal control over
financial reporting if we-Arcadia gualify-qualifies as an accelerated filer or a large accelerated filer , which it currently does
not as of the date of this Report . We-are-Arcadia is continuously impreving-seeking to maintain and / eur— or improve its
internal control environment. As a result, wwe-Arcadia may experience higher than anticipated operating expenses, as well as
higher auditor fees during and after the implementation of these changes. If we-are-Arcadia is unable to implement any of the
required changes to eur-its internal control over financial reporting effectively or efficiently or are required to do so earlier than
anticipated, it could adversely affect eur-its operations, financial reporting, and results of operations and could result in an
adverse opmlon on internal controls from etuLArcadla s mdcpuldull 1unstuad publlc accountm(y firm. Gur-abtity-to-use-our




Future %aleq of qub%tantlal amounts of etneArcadla s common stock, or the possibility that %uch sales could occur, could
adversely affect the market price of esr-Arcadia’ s common stock. Future sales in the public market of ear-Arcadia’ s common
stock, or shares issued upon exercise of eurits outstanding stock options or warrants, or the perception by the market that these
issuances or sales could occur, could lower the market price of esr-Arcadia’ s common stock or make it difficult for #s-Arcadia
to raise additional capital. ©ur-In addition, a large number of shares of common stock are issuable to the Limited Partners
of Roosevelt if the Exchange transaction is consummated. Arcadia’ s stockholders may experience substantial dilution and a
reduction in the price that they are able to obtain upon the sale of their shares. As of December 31, 2823-2024 , we had 1, 285
364 , 337940 shares of common stock outstanding, substantially all of which swe-Arcadia beleve-believes may be sold
publicly, subject in some cases to volume and other limitations, provisions or limitations in registration rights agreements, or
prospectus —delivery or other requirements relating to the effectiveness and use of registration statements registering the resale
of such shares. As of December 31, 2623-2024 , we had 4443 | 735-059 shares of eur-Arcadia’ s common stock issuable upon
the exercise of outstanding stock options under our equity incentive plans at a weighted- average exercise price of $ +39-86 . 82
18 per share , and swe-had-outstanding warrants and preferred investment options to purchase 1, 83+083 , 989-435 shares of
common stock at a weighted- average exercise price of $ 24-34 . 63-27 per share. Subject to applicable vesting requirements,
upon exercise of these options or warrants, the underlying shares may be resold into the public market, subject in some cases to
volume and other limitations or prospectus delivery requirements pursuant to registration statements registering the resale of
such shares. In the case of outstanding options and warrants that have exercise prices that are below the market price of eur
Arcadia’ s common stock from time to time, eur-Arcadia’ s stockholders would experience dilution upon the exercise of these
options and warrants. Qur-Arcadia’ s stock price has been and may continue to be volatile, and you could lose all or part of your
investment. The market price of eur-Arcadia’ s common stock has been and may continue to be volatile. After making
adjustments for the impact of reverse stock splits, since shares of our common stock were sold in eu#its initial public offering in
May 2015 at a price of $ 6, 400. 00 per share, eur-Arcadia’ s stock price has ranged from $ 2-1 . 65-85 to $ 6, 984. 00, through
December 31, 2823-2024 . The market price of ear-Arcadia’ s common stock is subject to wide fluctuations in response to
various risk factors, some of which are beyond es#-Arcadia’ s control and may not be related to ewrits operating performance,
including: * addition or loss of significant customers, collaborators or distributors ;  changes in laws or regulations applicable to
eurits industry ertraits-; » additions or departures of key personnel ; « the failure of securities analysts to cover e#its common
stock after an offering ; * actual or anticipated changes in expectations regarding eusits performance by investors or securities
analysts ; price and volume fluctuations in the overall stock market ; ¢ volatility in the market price and trading volume of
companies in eurits industry or companies that investors consider comparable ; » share price and volume fluctuations
attributable to inconsistent trading volume levels of enrits shares ; : ; G
proprietary-rightsse-—sales of eurits common stock by Arcadia #s-et-otr— or 1ts stockholders ; * the explratlon of contractual
lock- up agreements ; ¢ litigation involving us, eutits industry, or both ; « major catastrophic events ; and ¢ general economic
and market conditions and trends. Further, the stock markets have experienced extreme price and volume fluctuations that have
affected and continue to affect the market prices of equity securities of many companies. These fluctuations often have been
unrelated or disproportionate to the operating performance of those companies. These broad market and industry fluctuations, as
well as general economic, political, and market conditions such as recessions, interest rate changes, or international currency
fluctuations, may cause the market price of ear-Arcadia’ s common stock to decline. If the market price of ear-Arcadia’ s
common stock fluctuates or declines, you may not realize any return on your investment and may lose some or all of your
investment. We-Arcadia expeet-expects eur-its operating results to vary significantly from quarter to quarter, which may cause
etr-Arcadia’ s stock price to fluctuate widely. We-Arcadia expeet-expects eurits quarterly operating results to fluctuate widely
and unpredletably for the followmg reasons, among others: * enr-its %1gnlﬂeant customer concentration ; * the vartable-timing;

d rek-o g ffeetlvene§§ of enr-its marketing
and advertmng efforts e the nnpact of %ea@onahty -m—agﬂeu-l-ﬁuﬁﬂ-epef&t—teﬁs—on etneqaleq of its productq * adjustments to
inventory due to excess or slow- moving; ¢ supplier ymantfaetaringsor quality problems ; and ¢ variance in the timing of
customer and distributor orders for ewits products. Any unanticipated change in revenues or operating results is likely to cause
etueArcadla s stock prlee to fluctuate %1nce such changes reflect new 1nf0r1nat10n available to investors and analystq Arcadla

ﬁn—di*xéeﬁds—tefeeeﬁe—a—feﬁrm—eﬁ—yetmes&me%eﬁﬁfallure to meet the contlnued hstlng requlrements of Naqdaq Could

result in a delisting of eur-its common stock, which could negatively impact the market price and liquidity of esits common
shares-stock and ewr-its ability to access the capital markets. ©ar-Arcadia’ s common stock is listed on Fhe-the Nasdaq Capital




Market. [f we-Arcadia fai-fails to satisfy the continued listing requirements of the-Nasdaq SteeleMarket-(* Nasdag™-, such as
the corporate governance requirements or the minimum closing bid price requirement, Nasdaq may take steps to delist enr
Arcadia’ s common stock. Such a delisting would have a negative effect on the price of earArcadia’ s common stock, impair
the ability to sell or purchase er-Arecadia’ s common stock when persons wish to do so, and any-delsting-materially adversely
affect ear-Arcadia’ s ability to raise capital or pursue strategic restructuring, refinancing or other transactions on acceptable
terms, or at all. Delisting from Fhe-the Nasdaq Capital Market could also have other negative results, including the potential
loss of institutional investor interest and fewer business development opportunities. In addition, in connection with the
proposed Exchange transaction, the Company will need to file an initial listing application with Nasdaq and satisfy the
initial listing standards for listing on the Nasdaq Capital Market, which in certain instances are different from and more
restrictive than Nasdaq’ s continued listing standards. Approval of continued listing of the common stock on the Nasdaq
Capital Market is a closing condition under the Exchange Agreement Certain of our securities issued in prior offerings
include a right to receive the Black- Scholes value of the unexercised portion of those securities in the event of a certain
kinds of fundamental transactions, which payments, if applicable, could be significant. Certain of our outstanding
warrants (which in some instances are denominated as “ investment option ” securities) to purchase shares of common
stock that we issued in prior offerings provide that, in the event of certain kinds of “ fundamental transactions, ”
including, among other things, a merger or consolidation of the Company, sale of all or substantially all of our assets or a
sale of a certain percentage of our common stock, where the Company is not the surviving entity (as defined in the
warrant or investment option) in the transaction or the Company’ s common stock is no longer registered under the
Securities Exchange Act of 1934, as amended, the holders of such warrants have the option, by delivering a notice within
30 days after the closing of the transaction, to require us to pay to such holders an amount of cash equal to the Black-
Scholes value of the warrants, calculated as provided in the warrants. The Company believes that these provisions are
not applicable to the proposed Exchange transaction with Roosevelt contemplated by the Exchange Agreement, as
described elsewhere in this Report. However, if such amounts were determined to be applicable and warrant holders
timely delivered notices under the applicable provisions of the warrants, the amounts that the Company might be
required to pay under such provisions could be material. In addition, if one or more holders of such warrants or
investment options believes that such provisions are applicable and initiates legal proceedings to require the Company to
make such payments, resolving such matters could involve significant time and expense, and an adverse outcome could
have a material adverse effect on our business, financial condition and results of operations.



