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Investing	in	our	securities	involves	risks.	You	should	carefully	consider	the	risks	described	below	in	addition	to	the	other
information	set	forth	in	this	Annual	Report	on	Form	10-	K,	including	the	Management’	s	Discussion	and	Analysis	of	Financial
Conditions	and	Results	of	Operations	section	and	the	consolidated	financial	statements	and	related	notes.	If	any	of	the	risks	and
uncertainties	described	in	the	cautionary	factors	described	below	actually	occur	or	continue	to	occur,	our	business,	financial
condition	and	results	of	operations	and	the	trading	price	of	our	common	stock	and	our	Series	A	Convertible	Preferred	Stock
could	be	materially	and	adversely	affected.	Moreover,	the	risks	below	are	not	the	only	risks	we	face	and	additional	risks	not
currently	known	to	us	or	that	we	presently	deem	immaterial	may	emerge	or	become	material	at	any	time	and	may	negatively
impact	our	business,	reputation,	financial	condition,	results	of	operations	or	the	trading	price	of	our	securities.	RISKS
RELATED	TO	OUR	OVERALL	BUSINESS	We	have	a	history	of	losses	from	operations	and	there	are	no	assurances	we	will
report	profitable	operations	in	future	periods	or	continue	as	a	going	concern.	We	reported	losses	from	operations	of	$	3	24.	2
million	and	$	78	.	3	million	for	and	$	22.	5	million	fiscal	year	2024	and	fiscal	year	2023	and	fiscal	year	2022	,	respectively.
Included	in	our	loss	from	operation	in	fiscal	2023	is	a	non-	cash	$	0	and	$	56.	6	million	impairment	of	goodwill	for	fiscal	year
2023	and	fiscal	year	2022,	respectively	as	well	as	an	impairment	of	$	13.	2	and	$	4.	3	million	on	our	trade	names	-	name	for
fiscal	2023	and	.	Not	included	in	our	loss	from	operations	for	fiscal	2022	2024	,	respectively	is	a	$	0.	4	increase	in	the
valuation	on	the	convertible	Notes	.	Not	included	in	our	loss	from	operations	for	fiscal	2023	is	a	$	0.	70	million	impairment
non-	cash	charge	pertaining	to	our	ownership	interest	in	Steady	State,	LLC	as	well	as	a	non-	cash	income	of	$	0.	09	million	and
$	0.	19	million	and	non-	cash	expense	of	$	8.	47	million	for	fiscal	2024	and	fiscal	2023	and	fiscal	2022	,	respectively,	reflecting
a	change	in	value	of	the	contingent	liability	associated	with	the	Earnout	Shares	(as	hereinafter	defined)	primarily	as	a	result	of
the	change	in	the	market	price	of	our	common	stock	.	Until	such	time,	if	ever,	that	we	are	successful	in	generating	gross	profits
which	are	sufficient	to	pay	our	operating	expenses	it	is	likely	we	will	continue	to	report	losses	from	operations	in	future	periods.
While	the	Company	is	taking	strong	action	and	believes	that	it	can	execute	its	strategy	and	path	to	profitability	within	its	balance
sheet,	and	in	its	ability	to	raise	additional	funds,	there	can	be	no	assurances	to	that	effect.	The	Company’	s	working	capital
position	may	not	be	sufficient	to	support	the	Company’	s	daily	operations	for	the	twelve	months	subsequent	to	the	issuance	of
these	annual	financial	statements.	The	Company’	s	ability	to	continue	as	a	going	concern	is	dependent	upon	its	ability	to
improve	profitability	and	cash	flow	and	the	ability	to	acquire	additional	funding.	These	and	other	factors	raise	substantial	doubt
about	the	Company’	s	ability	to	continue	as	a	going	concern	within	twelve	months	after	the	date	that	the	annual	financial
statements	are	issued.	These	financial	statements	do	not	include	any	adjustments	to	reflect	the	possible	future	effects	on	the
recoverability	and	classification	of	assets	or	the	amounts	and	classification	of	liabilities	that	may	result	in	the	Company	not
being	able	to	continue	as	a	going	concern.	In	the	event	our	revenues	do	not	increase,	we	will	need	to	raise	additional	capital	to
fund	our	operations	in	furtherance	of	our	business	plan.	Until	we	are	profitable,	we	will	may	need	to	raise	additional	capital
during	the	current	fiscal	year	in	order	to	fund	our	operations	in	furtherance	of	our	business	plan	and	repay	the	Notes	.	A
potential	financing	may	include	shares	of	common	stock,	shares	of	preferred	stock,	warrants	to	purchase	shares	of	common
stock	or	preferred	stock,	debt	securities,	units	consisting	of	the	foregoing	securities,	equity	investments	from	strategic
development	partners	or	some	combination	of	each.	Any	additional	equity	financings	may	be	financially	dilutive	to,	and	will	be
dilutive	from	an	ownership	perspective	to,	our	stockholders,	and	such	dilution	may	be	significant	based	upon	the	size	of	such
financing.	Additionally,	we	cannot	assure	that	such	funding	will	be	available	on	a	timely	basis,	in	needed	quantities,	or	on	terms
favorable	to	us,	if	at	all.	Our	current	capitalization	limits	our	ability	to	make	strategic	or	accretive	acquisitions	or	attract	new
investors.	Our	management	has	engaged	in	several	strategic	discussions	for	both	soliciting	strategic	investment	as	well	as
mergers	and	acquisitions	(“	M	&	A	”).	Our	outstanding	shares	of	Series	A	Preferred	Stock	continues	to	substantially	limit
opportunities	to	negotiate	strategic	investment	or	M	&	A.	Potential	investors	and	merger	candidates	view	both	the	dividend
obligation	as	well	as	the	$	50	million	in	Series	A	Preferred	Stock	liquidation	preference	a	challenging	burden,	which	impacts
management’	s	ability	to	negotiate	potential	opportunities	at	reasonable	terms	and	conditions.	Additionally,	the	change	of
control	rights	of	the	Series	A	Preferred,	which	provide	for	a	$	55	million	redemption	right,	effectively	prevents	any	future	third
party	from	making	a	bona	fide	offering	to	acquire	our	company	or	our	assets	which	could	provide	value	to	our	shareholders.	As
we	continue	to	act	on	our	plan	to	rebuild	revenues	and	seek	accretive	acquisition	opportunities	and	working	capital	(although	as
of	the	date	of	this	report	we	currently	do	not	have	any	pending	or	potential	acquisitions	or	financing	alternatives),	our
outstanding	shares	of	Series	A	Preferred	Stock	negatively	affect	our	ability	to	seek,	engage	and	conduct	strategic	transactions	or
raise	capital	that	could	have	a	significant	positive	impact	for	its	shareholders.	In	the	event	the	holders	of	our	Notes	do	not
convert	the	Notes,	our	ability	to	repay	our	Notes	upon	their	maturity	in	July	2025	is	uncertain,	and	we	will	face
additional	risks	if	we	are	unable	to	repay	the	Notes.	As	of	December	16,	2024,	we	had	approximately	$	364,	000	of	Notes
due	on	July	30,	2025	outstanding.	The	Notes	are	secured	by	our	assets.	Our	ability	to	repay	the	Notes,	in	whole	or	in	part,
upon	their	maturity,	is	uncertain.	In	addition,	the	Notes	impose	certain	customary	affirmative	and	negative	covenants
upon	us.	If	we	are	not	in	compliance	with	certain	of	these	covenants	or	we	are	unable	to	repay	the	Notes	on	or	before
July	30,	2025,	in	addition	to	other	actions	the	note	holders	may	require,	the	amounts	outstanding	under	the	Notes	to
become	immediately	due	and	payable.	In	addition,	the	Notes	and	the	preferences	of	our	outstanding	Series	A	Preferred
likely	harm	our	ability	to	incur	additional	indebtedness	on	acceptable	terms.	Our	cash	flow	and	capital	resources	may	be
insufficient	to	pay	interest	and	principal	on	the	Notes	in	the	future,	in	which	case	we	would	have	to	extend	such	maturity



date,	or	otherwise	repay,	refinance,	and	/	or	restructure	the	obligations	under	the	Notes,	including	with	proceeds	from
the	sale	of	assets,	and	additional	equity	or	debt	capital.	If	we	are	unsuccessful	in	obtaining	such	extension,	or	entering
into	such	repayment,	refinance,	or	restructure	prior	to	maturity,	or	any	other	default	existed	under	the	Notes,	the
holders	could	accelerate	the	indebtedness	under	the	Notes,	foreclose	against	its	collateral,	or	seek	other	remedies,	which
would	jeopardize	our	ability	to	continue	our	current	operations.	Our	recent	negative	growth	rates	may	continue.	We
Although	we	have	now	made	consistent	and	significant	reductions	in	marketing	spend	as	we	rationalize	expenses,	we	had
2	consecutive	fiscal	years	of	revenue	declines	as	the	industry	and	Company	have	faced	numerous	headwinds.	Net	sales
decreased	$	4.	7	million	or	19	%	to	$	19.	5	million	in	fiscal	2024	and	$	11.	2	million	or	32	%	to	$	24.	2	million	in	fiscal	2023
as	compared	and	$	9.	0	million,	or	20	%,	to	$	35.	4	million	in	2022	,	as	compared	to	$	44.	5	million	in	2021	.	This	decrease	was
primarily	driven	by	a	decrease	in	total	orders	year	over	year	in	both	our	direct	to	consumer	and	wholesale	divisions	and	we
believe	associate	with	(i)	changes	in	social	algorithms	and	IOS	that	affect	effectiveness	and	cost	of	marketing	and	acquiring	new
customers,	(ii)	access	to	certain	channels,	(iii)	ongoing	competitive	environment,	(iv)	statements	from	the	FDA	that	negatively
impacted	retailer	interest	in	the	category,	(v)	significant	inflationary	pressures	on	consumers	and	businesses	alike	and	(vi)	a
significant	reduction	in	we	have	reduced	advertising	and	marketing	spend	as	we	rationalize	expenses.	Despite	this	reduction	in
revenue,	we	have	made	consistent	reduction	of	quarterly	cash	consumed	by	the	business	advertising	and	marketing	over	this	2
year	period.	We	believe	that	our	revenue	growth	will	depend	upon,	among	other	factors:	●	Increasing	U.	S.	brand	awareness;	●
Our	ability	to	obtain	adequate	protections	for	our	intellectual	property;	●	Product	innovation	to	expand	our	total	addressable
market;	and	●	International	expansion.	We	made	significant	changes	to	our	headcount	to	rationalize	our	expenses.	We	are
continuing	to	implement	policies	and	procedures	that	we	believe	are	appropriate	for	a	company	of	our	size.	We	may	continue	to
experience	difficulties	as	we	continue	to	implement	changes	to	our	business	and	related	policies	and	procedures	to	manage	our
business	to	positive	cash	flow.	This	process	may	increase	the	strain	on	our	resources,	and	we	could	experience	operating
difficulties,	including	without	limitations,	difficulties	in	sourcing,	logistics,	recruiting,	maintaining	internal	controls,	marketing,
designing	innovative	products,	and	meeting	consumer	needs.	If	we	do	not	adapt	to	meet	these	evolving	challenges,	the	strength
of	our	brand	may	erode,	the	quality	of	our	products	may	suffer,	we	may	not	be	able	to	deliver	products	on	a	timely	basis	to	our
customers,	and	our	corporate	culture	may	be	harmed.	In	addition,	we	may	make	investments	in	our	research	and	development
and	sales	and	marketing	organizations,	expand	our	operations	and	infrastructure	both	domestically	and	internationally,	design
and	develop	new	products,	and	enhance	our	existing	products	with	newly	developed	products	and	through	acquisitions.	If	our
sales	do	not	increase	at	a	sufficient	rate	to	offset	our	operating	expenses,	our	losses	may	increase	in	future	periods.	Our	business
depends	on	maintaining	and	strengthening	our	brand	and	generating	and	maintaining	ongoing	demand	for	our	products,	and	a
significant	reduction	in	such	demand	could	harm	our	results	of	operations.	We	have	developed	a	strong	and	trusted	brand	that
we	believe	has	contributed	significantly	to	the	success	of	our	business,	and	we	believe	our	continued	success	depends	on	our
ability	to	maintain	and	grow	the	value	and	reputation	of	cbdMD.	Maintaining,	promoting	and	positioning	our	brand	and
reputation	will	depend	on,	among	other	factors,	the	success	of	our	product	offerings,	quality	assurance,	marketing	and
merchandising	efforts,	the	reliability	and	reputation	of	our	supply	chain,	our	ability	to	grow	and	capture	share	of	the	CBD
category,	and	our	ability	to	provide	a	consistent,	high-	quality	consumer	experience.	We	have	made	substantial	investments	in
these	areas	in	order	to	maintain	and	enhance	our	brand	and	these	experiences,	but	such	investments	may	not	be	successful.	Any
negative	publicity,	regardless	of	its	accuracy,	could	materially	adversely	affect	our	business.	For	example,	our	business	depends
in	part	on	our	ability	to	maintain	a	strong	community	of	engaged	customers	and	social	media	and	athlete	influencers.	We	may
not	be	able	to	maintain	and	enhance	a	loyal	customer	base	if	we	receive	customer	complaints,	negative	publicity	or	otherwise
fail	to	live	up	to	consumers’	expectations,	which	could	materially	adversely	affect	our	business,	operating	results	and	growth
prospects.	The	growing	use	of	social	and	digital	media	by	us,	our	consumers	and	third	parties	increases	the	speed	and	extent	that
information	or	misinformation	and	opinions	can	be	shared.	Negative	publicity	about	us,	our	brand	or	our	products	on	social	or
digital	media	could	seriously	damage	our	brand	and	reputation.	For	example,	consumer	perception	could	be	influenced	by
negative	media	attention	regarding	any	consumer	complaints	about	our	products,	our	management	team,	ownership	structure,
sourcing	practices	and	supply	chain	partners,	employment	practices,	ability	to	execute	against	our	mission	and	values,	and	our
products	or	brand,	such	as	any	advertising	campaigns	or	media	allegations	that	challenge	the	sustainability	of	our	products	and
our	supply	chain,	or	that	challenge	our	marketing	efforts	regarding	the	quality	of	our	products,	which	could	have	an	adverse
effect	on	our	business,	brand	and	reputation.	Similar	factors	or	events	could	impact	the	success	of	any	brands	or	products	we
introduce	in	the	future.	Our	company	image	and	brands	are	very	important	to	our	vision	and	growth	strategies,	particularly	our
focus	on	being	a	“	good	company	”	and	operating	consistent	with	our	mission	and	values.	We	will	need	to	continue	to	invest	in
actions	that	support	our	mission	and	values	and	adjust	our	offerings	to	appeal	to	a	broader	audience	in	the	future	in	order	to
sustain	our	business	and	to	achieve	growth,	and	there	can	be	no	assurance	that	we	will	be	able	to	do	so.	If	we	do	not	maintain	the
favorable	perception	of	our	company	and	our	brand,	our	sales	and	results	of	operations	could	be	negatively	impacted.	Our	brand
and	company	image	is	based	on	perceptions	of	subjective	qualities,	and	any	incident	that	erodes	the	loyalty	of	our	consumers,
customers,	suppliers	or	manufacturers,	including	adverse	publicity	or	a	governmental	investigation	or	litigation,	could
significantly	reduce	the	value	of	our	brand	and	significantly	damage	our	business,	which	would	have	a	material	adverse	effect
on	our	business,	financial	condition,	results	of	operations	and	cash	flows.	If	we	fail	to	attract	new	customers	in	a	cost-	effective
manner,	our	business	may	be	harmed.	A	large	part	of	our	success	depends	on	our	ability	to	attract	new	customers	in	a	cost-
effective	manner.	We	have	made,	and	may	continue	to	make,	significant	investments	in	attracting	new	customers	through
advertising	spends	on	social	media,	radio,	podcasts,	targeted	email	communications,	other	media	and	events,	sponsorships,	and
influencer	sponsorships.	Marketing	campaigns	can	be	expensive	and	may	not	result	in	the	cost-	effective	acquisition	of
customers.	Further,	as	our	brand	becomes	more	widely	known,	future	marketing	campaigns	may	not	attract	new	customers	at
the	same	rate	as	past	campaigns	and	the	cost	of	acquiring	new	customers	may	increase	over	time.	Additionally,	regulation,



algorithms,	or	participants	in	the	digital	marketing	ecosystem	may	change	rules	for	our	industry	or	access	to	available
demographics	which	may	result	in	significant	changes	in	the	ability	to	target	key	demographic	pools,	impacting	our	ability	to
target	our	customers	effectively.	If	we	are	unable	to	attract	new	customers,	or	fail	to	do	so	in	a	cost-	effective	manner,	our
business	may	be	harmed.	Our	growth	depends,	in	part,	on	expanding	into	additional	consumer	markets,	and	we	may	not	be
successful	in	doing	so.	We	believe	that	our	future	growth	depends	not	only	on	continuing	to	provide	our	current	customers	with
new	products,	but	also	continuing	to	enlarge	our	customer	base.	The	growth	of	our	business	will	depend,	in	part,	on	our	ability	to
continue	to	expand	in	the	United	States,	as	well	as	into	international	markets.	We	are	investing	significant	resources	in	these
areas,	and	although	we	hope	that	our	products	will	gain	popularity,	we	may	face	challenges	that	are	different	from	those	we
currently	encounter,	including	competitive,	merchandising,	distribution,	hiring,	and	other	difficulties.	We	may	also	encounter
difficulties	in	attracting	customers	due	to	a	lack	of	consumer	familiarity	with	or	acceptance	of	our	brand,	or	a	resistance	to
paying	for	premium	products,	particularly	in	international	markets.	In	addition,	although	we	are	investing	in	sales	and	marketing
activities	to	further	penetrate	newer	regions,	including	expansion	of	our	dedicated	sales	force,	we	may	not	be	successful.	If	we
are	not	successful,	our	business	and	results	of	operations	may	be	harmed.	Our	plans	for	international	expansion	may	not	be
successful.	Continued	expansion	into	markets	outside	the	United	States	is	one	of	our	key	long-	term	strategies	for	the	future
growth	of	our	business.	This	expansion	requires	significant	investment	of	capital	and	human	resources,	new	business	processes
and	marketing	platforms,	legal	compliance,	and	the	attention	of	many	managers	and	other	employees	who	would	otherwise	be
focused	on	other	aspects	of	our	business.	There	are	significant	costs	and	risks	inherent	in	selling	our	products	in	international
markets,	including:	(a)	failure	to	effectively	establish	our	core	brand	identity;	(b)	increased	employment	costs;	(c)	increased
shipping	and	distribution	costs,	which	could	increase	our	expenses	and	reduce	our	margins;	(d)	potentially	lower	margins	in
some	regions;	(e)	longer	collection	cycles	in	some	regions;	(f)	increased	competition	from	local	providers	of	similar	products;
(g)	compliance	with	foreign	laws	and	regulations,	including	but	not	limited	to	product	registrations	/	approvals,	taxes	and
duties,	laws	governing	the	marketing	and	use	of	e-	commerce	websites	and	enhanced	data	privacy	laws	and	security,	rules,	and
regulations;	(h)	establishing	and	maintaining	effective	internal	controls	at	foreign	locations	and	the	associated	increased	costs;
(i)	increased	counterfeiting	and	the	uncertainty	of	protection	for	intellectual	property	rights	in	some	countries	and	practical
difficulties	of	enforcing	rights	abroad;	(j)	compliance	with	anti-	bribery,	anti-	corruption,	and	anti-	money	laundering	laws,	such
as	the	FCPA,	the	Bribery	Act,	and	OFAC	regulations,	by	us,	our	employees,	and	our	business	partners;	(k)	currency	exchange
rate	fluctuations	and	related	effects	on	our	results	of	operations;	(l)	economic	weakness,	including	inflation,	or	political
instability	in	foreign	economies	and	markets;	(m)	compliance	with	tax,	employment,	immigration,	and	labor	laws	for	employees
living	or	traveling	abroad;	(n)	workforce	uncertainty	in	countries	where	labor	unrest	is	more	common	than	in	the	United	States;
(o)	business	interruptions	resulting	from	geopolitical	actions,	including	war	and	terrorism,	or	natural	disasters,	including
earthquakes,	typhoons,	floods,	fires,	and	public	health	issues,	including	the	outbreak	of	a	pandemic	or	contagious	disease,	such
as	COVID-	19,	or	xenophobia	resulting	therefrom;	(p)	the	imposition	of	tariffs	on	products	that	we	import	into	international
markets	that	could	make	such	products	more	expensive	compared	to	those	of	our	competitors;	(q)	that	our	ability	to	expand
internationally	could	be	impacted	by	the	intellectual	property	rights	of	third	parties	that	conflict	with	or	are	superior	to	ours;	(r)
difficulty	developing	retail	relationships;	and	(s)	other	costs	and	risks	of	doing	business	internationally.	These	and	other	factors
could	harm	our	international	operations	and,	consequently,	harm	our	business,	results	of	operations,	and	financial	condition.
Further,	we	may	incur	significant	operating	expenses	as	a	result	of	our	planned	international	expansion,	and	it	may	not	be
successful.	We	have	limited	experience	with	regulatory	environments	and	market	practices	internationally,	and	we	may	not	be
able	to	penetrate	or	successfully	operate	in	new	markets.	We	may	also	encounter	difficulty	expanding	into	international	markets
because	of	limited	brand	recognition,	leading	to	delayed	or	limited	acceptance	of	our	products	by	customers	in	these	markets,
and	increased	marketing	and	customer	acquisition	costs	to	establish	our	brand.	Accordingly,	if	we	are	unable	to	successfully
expand	internationally	or	manage	the	complexity	of	our	global	operations,	we	may	not	achieve	the	expected	benefits	of	this
expansion	and	our	financial	condition	and	results	of	operations	could	be	harmed.	Fluctuations	in	the	cost	and	availability	of	raw
materials,	equipment,	labor,	and	transportation	could	cause	manufacturing	delays	or	increase	our	costs.	The	price	and
availability	of	key	components	used	to	manufacture	our	products	has	been	increasing	and	may	continue	to	fluctuate
significantly.	In	addition,	the	cost	of	labor	within	our	company	or	at	our	third-	party	manufacturers	could	increase	significantly
due	to	regulation	or	inflationary	pressures.	Additionally,	the	cost	of	logistics	and	transportation	fluctuates	in	large	part	due	to	the
price	of	oil,	and	availability	can	be	limited	due	to	political	and	economic	issues.	Any	fluctuations	in	the	cost	and	availability	of
any	of	our	raw	materials,	packaging,	or	other	sourcing	or	transportation	costs	could	harm	our	gross	margins	and	our	ability	to
meet	customer	demand.	If	we	are	unable	to	successfully	mitigate	a	significant	portion	of	these	product	cost	increases	or
fluctuations,	our	results	of	operations	could	be	harmed.	We	rely	on	third-	parties	for	raw	materials	and	to	manufacture	and
compound	our	products.	We	have	no	control	over	these	third	parties	and	if	these	relationships	are	disrupted	our	results	of
operations	in	future	periods	will	be	adversely	impacted.	We	currently	hold	short-	term	supply	and	manufacturing	agreements
with	unaffiliated	third-	party	vendors	for	our	critical	raw	materials.	In	addition,	our	products	are	manufactured,	compounded,
and	packaged	by	unaffiliated	third	parties	and	the	use	of	these	third-	parties	changes	from	time	to	time	due	to	customer	demand
and	the	composition	of	our	product	mix	and	product	portfolio.	We	do	not	have	any	long-	term	committed	contracts	with	any	of
these	third	parties,	and	we	expect	to	compete	with	other	companies	for	raw	materials,	production	and	imported	packaging
material	materials	capacity	.	If	we	experience	significant	increased	demand	or	need	to	replace	an	existing	raw	material	supplier
or	third-	party	manufacturer,	there	can	be	no	assurances	that	replacements	for	these	third-	party	vendors	will	be	available	when
required	on	terms	that	are	acceptable	to	us,	or	at	all,	or	that	any	manufacturer	or	compounder	would	allocate	sufficient	capacity
to	us	in	order	to	meet	our	requirements.	In	addition,	even	if	we	are	able	to	expand	existing	or	find	new	sources,	we	may
encounter	delays	in	production	and	added	costs	as	a	result	of	the	time	it	takes	to	engage	third	parties.	Any	delays,	interruption	or
increased	costs	in	raw	materials	and	/	or	the	manufacturing	or	compounding	of	our	products	could	have	an	adverse	effect	on	our



ability	to	meet	retail	customer	and	consumer	demand	for	our	products	and	result	in	lower	revenues	and	net	income	both	in	the
short	and	long-	term.	Failures	in	our	third-	party	verification	and	testing	protocols	may	have	an	adverse	impact	on	our	brands
which	could	suppress	sales.	The	quality	of	our	products	is	essential	to	our	business	strategy.	We	require	our	raw	material
suppliers	and	farms	to	participate	in	our	supplier	verification	program	and	to	certify	that	their	source	material	was	grown	using
strict	standards	of	cultivation.	We	also	employ	third-	party	testing	procedures	and	all	incoming	cannabinoid	ingredients	are	first
tested	by	an	independent,	third-	party	laboratory	before	they	reach	our	production	facilities	and	then	re-	tested	in-	house
throughout	the	production	process	before	sending	the	ingredients	off	for	final	verification	by	an	independent	accredited	third-
party	laboratories.	We	are	reliant	on	these	third	parties	to	adhere	to	our	supplier	verification	program	and	properly	perform	the
third-	party	testing	procedures.	Any	intentional	or	unintentional	failure	of	any	of	these	parties	to	perform	the	functions	for	which
we	have	engaged	them	would	adversely	impact	the	quality	of	our	products	and	could	result	in	delays	in	meeting	consumer
demand	or	a	decline	in	our	sales.	Failures	to	comply	with	applicable	laws,	including	hemp	laws,	by	our	third-	party
suppliers	could	create	disruptions	in	the	supply	chain	and	adversely	impact	our	ability	to	manufacture	products
effectively.	The	Company’	s	suppliers	and	manufacturers	must	comply	with	the	hemp	production	and	manufacturing
laws	of	their	respective	states.	Since	these	laws	can	vary	significantly	between	states,	the	Company	relies	on	its	partners
to	adhere	to	both	state-	specific	regulations	and	USDA	requirements.	If	any	supplier	or	manufacturer	fails	to	comply
with	local	laws	or	loses	their	permits	or	licenses,	their	ability	to	continue	operations	may	be	jeopardized,	which	could,	in
turn,	disrupt	the	Company’	s	supply	chain	and	manufacturing	processes.	Such	disruptions	may	negatively	impact	the
Company’	s	ability	to	conduct	its	business	as	planned.	Product	inventory	may	expire	prior	to	sale	due	to	limited	shelf
life.	While	the	Company	actively	manages	its	inventory,	it	is	possible	that	products	could	reach	their	expiration	date	and
remain	unsold.	In	such	cases,	the	Company	may	need	to	write	down	the	value	of	the	expired	inventory,	which	could
negatively	impact	its	business,	financial	position,	and	operational	outcomes.	Consumers	of	the	Company’	s	products	may
face	adverse	consequences	should	they	test	positive	for	THC	which	could	negatively	impact	the	Company’	s	reputation,
lead	to	litigation,	or	other	potentially	negative	impacts	to	the	Company.	Many	of	the	Company’	s	products	are	derived
from	cannabis	and	may	contain	trace	amounts	of	tetrahydrocannabinol	(THC),	which	may	be	below	the	level	of
detection	but	could	build	up	in	a	regular	consumer’	s	system.	Although	these	levels	are	generally	low,	historically	THC
has	been	a	banned	substance	in	many	jurisdictions,	and	regulations	regarding	permissible	THC	limits	are	continually
evolving.	As	a	result,	there	is	a	potential	risk	for	end	users	who	test	positive	for	THC	due	to	consumption	of	the
Company’	s	products.	This	may	be	of	particular	concern	in	the	case	of	full-	spectrum	hemp	products,	which	contain	not
only	CBD	but	also	trace	levels	of	THC	and	other	cannabinoids.	These	trace	amounts	could	lead	to	false	positives	on	drug
tests,	especially	with	certain	testing	methods	that	do	not	differentiate	between	THC	from	hemp	and	that	from	other
sources.	There	is	also	the	possibility	that	certain	approved	tests	for	THC	may	not	properly	differentiate	between	the
metabolites	of	THC	and	the	metabolites	of	CBD,	thus	leading	to	a	false	positive	for	THC	consumption.	Additionally,
metabolic	processes	in	the	body	may	cause	CBD	and	its	metabolites	to	convert	into	forms	that	could	affect	drug	test
results.	Positive	test	results,	even	from	trace	amounts	of	THC,	can	have	significant	consequences	for	individuals,
potentially	affecting	their	reputation,	employment,	or	participation	in	specific	activities,	including	professional	sports.
Furthermore,	a	claim	or	regulatory	action	based	on	such	positive	test	results	could	damage	the	Company’	s	reputation
and	adversely	affect	its	operations,	potentially	leading	to	legal	or	regulatory	challenges.	We	could	be	harmed	by	data	loss
or	other	security	breaches.	Like	all	companies	that	utilize	technology,	we	are	subject	to	threats	of	breaches	of	our
technology	systems	and	cybersecurity	risks.	Some	of	our	systems	have	experienced	past	security	incidents,	including	an	a
recent	incident	that	compromised	some	customers'	personal	and	payment	information.	We	conducted	a	forensic	examination,
made	all	notices	to	customers,	governments,	banks	and	card	associations	as	required	under	local,	state	and	federal	laws,
merchant	agreements	and	card	association	rules.	We	also	offered	free	credit	monitoring	and	reporting	to	all	affected	customers
and	are	maintaining	a	call	center	to	handle	any	customer	issues.	We	have	implemented	all	remedial	measures	advised	by	the
forensic	examiner	engaged	by	us,	and,	although	we	do	not	believe	that	any	of	these	incidents	have	had	a	material	adverse	effect
on	our	operating	results,	there	can	be	no	assurance	the	remedial	measures	will	be	effective	or	of	a	similar	result	in	the	future
which	could	materially	and	adversely	impact	our	business	and	operations	in	future	periods.	We	face	risks	related	to	system
interruption	and	lack	of	redundancy.	From	time	to	time	we	experience	occasional	system	interruptions	and	delays	that	make	our
websites	and	product	sales	unavailable	or	slow	to	respond	and	prevent	us	from	efficiently	fulfilling	orders	which	could
adversely	impact	our	net	sales	and	the	attractiveness	of	our	products.	If	we	are	unable	to	add	software	and	hardware	as	needed,
effectively	upgrade	our	systems	and	network	infrastructure,	and	take	other	steps	to	improve	the	efficiency	of	our	systems,	these
failures	could	cause	system	interruptions	or	delays	and	adversely	affect	our	operating	results	in	future	periods.	In	addition,	our
computer	and	communications	systems	and	operations	could	be	damaged	or	interrupted	by	fire,	flood,	power	loss,
telecommunications	failure,	earthquakes,	acts	of	war	or	terrorism,	acts	of	God,	computer	viruses,	physical	or	electronic	break-
ins,	and	similar	events	or	disruptions.	Any	of	these	events	could	cause	system	interruption,	delays,	and	loss	of	critical	data,	and
could	prevent	us	from	accepting	and	fulfilling	customer	orders	which	could	make	our	product	offerings	less	attractive	and
subject	us	to	liability.	Our	systems	are	not	fully	redundant,	and	our	disaster	recovery	planning	may	not	be	sufficient.	In	addition,
we	may	have	inadequate	insurance	coverage	to	compensate	for	any	related	losses.	Any	of	these	events	could	damage	our
reputation	and	be	expensive	to	remedy.	Our	future	success	depends	on	the	continuing	efforts	of	our	management	and	key
employees,	and	on	our	ability	to	attract	and	retain	highly	skilled	personnel	and	senior	management.	We	depend	on	the	talents
and	continued	efforts	of	our	senior	management	and	key	employees.	We	currently	do	not	have	any	long-	term	employment
agreements	with	our	executive	officers.	The	loss	of	members	of	our	management	or	key	employees	may	disrupt	our	business
and	harm	our	results	of	operations.	Furthermore,	our	ability	to	manage	further	expansion	will	require	us	to	continue	to	attract,
motivate,	and	retain	additional	qualified	personnel.	Competition	for	this	type	of	personnel	is	intense,	and	we	may	not	be



successful	in	attracting,	integrating,	and	retaining	the	personnel	required	to	grow	and	operate	our	business	effectively.	There	can
be	no	assurance	that	our	current	management	team,	or	any	new	members	of	our	management	team,	will	be	able	to	successfully
execute	our	business	and	operating	strategies.	If	our	other	intangible	assets,	or	fixed	assets	become	impaired,	we	may	be
required	to	record	a	charge	to	our	earnings.	During	fiscal	year	2023	and	2022	,	we	incurred	$	13	0	and	$	56	.	67	22	million	,
respectively	of	goodwill	impairment	and	$	13.	22	and	$	4.	29	million,	respectively,	of	intangible	impairment	as	noted	in	Note	5
of	our	financial	statements.	We	may	be	required	to	record	future	impairments	of	other	intangible	assets,	or	fixed	assets	to	the
extent	the	fair	value	of	these	assets	falls	below	their	book	value.	Our	estimates	of	fair	value	are	based	on	assumptions	regarding
future	cash	flows,	gross	margins,	expenses,	discount	rates	applied	to	these	cash	flows,	and	current	market	estimates	of	value.
Estimates	used	for	future	sales	growth	rates,	gross	profit	performance,	and	other	assumptions	used	to	estimate	fair	value	could
cause	us	to	record	material	non-	cash	impairment	charges,	which	could	harm	our	results	of	operations	and	financial	condition.
RISKS	RELATED	TO	THE	REGULATORY	ENVIRONMENT	FOR	CBD	Lack	of	clarity	and	changes	to	Federal	or	state	laws
pertaining	to	industrial	hemp	could	slow	the	use	of	industrial	hemp	which	would	materially	impact	our	revenues	in	future
periods.	Continued	development	of	the	industrial	hemp	industry	will	be	dependent	upon	new	legislative	authorization	of
industrial	hemp	at	the	state	level,	expansion	of	current	state	approvals	for	hemp	products,	and	further	authorization,
amendment	or	supplementation	of	legislation	at	the	federal	level,	including	re-	authorization	and	expansion	of	the	hemp
language	in	the	upcoming	2024	Farm	next	Agriculture	Improvement	Act.	Any	number	of	events	or	occurrences	could	slow	or
halt	progress	all	together	in	this	space.	While	progress	within	the	industrial	hemp	industry	is	currently	encouraging,	growth	is
not	assured.	While	there	appears	to	be	ample	public	support	for	favorable	legislative	action,	numerous	factors	may	impact	or
negatively	affect	the	legislative	process	(es)	within	the	various	states	where	we	have	business	interests.	Any	one	of	these	factors
could	slow	or	halt	use	of	industrial	hemp,	which	could	negatively	impact	the	business	up	to	possibly	causing	us	to	discontinue
operations	as	a	whole.	In	addition,	changes	in	Federal	or	state	laws	could	require	us	to	alter	the	way	we	conduct	our	business	in
order	to	remain	compliant	with	applicable	state	laws	in	ways	we	are	presently	unable	to	foresee.	These	possible	changes,	if
necessary,	could	be	costly	and	may	adversely	impact	our	results	of	operations	in	future	periods.	Final	designation	of	hemp
derived	cannabinoids	as	impermissible	adulterants,	FDAs	refusal	to	accept	hemp	derived	cannabinoids	as	New	Dietary
Ingredients	(NDI)	or	FDAs	interpretation	of	IND	Preclusion	could	negatively	impact	the	Company’	s	operations.	The
regulatory	framework	surrounding	cannabinoids,	particularly	CBD,	raises	significant	challenges	for	the	Company.
First,	concerns	about	CBD	as	an	impermissible	adulterant	persist	due	to	the	FDA'	s	position	that	cannabinoids	cannot
legally	be	added	to	food	or	beverages.	The	FDA	has	consistently	objected	to	such	uses,	asserting	that	CBD-	containing
products	may	be	adulterated	and	subject	to	enforcement	action.	Second,	under	the	FD	&	C	Act,	unless	a	product	was	in
the	food	supply	and	marketed	to	the	public	prior	to	October	15,	1994,	manufacturers	must	notify	the	FDA	before
marketing	dietary	supplements	containing	NDIs,	providing	evidence	that	the	ingredient	is	expected	to	be	safe.	However,
there	is	ongoing	uncertainty	regarding	whether	hemp-	derived	cannabinoids	were	in	the	food	supply	and	marketed	to
the	public	before	October	15,	1994,	as	required	to	avoid	classification	as	an	NDI.	As	of	the	end	of	fiscal	2024,	the	FDA
has	uniformly	objected	to	several	New	Dietary	Ingredient	Notifications	(NDIN)	submitted	to	the	Agency	by	competitors,
asserting	it	does	not	meet	the	definition	of	a	dietary	supplement	due	to	the	FDA'	s	stance	that	CBD	was	not	marketed	as
a	dietary	ingredient	before	its	investigation	as	a	new	drug.	The	Company	disagrees	with	this	position	and	believes	there
are	counterarguments.	The	FDA	has	consistently	taken	the	position	that	CBD	cannot	be	marketed	as	a	dietary
supplement	or	added	to	food	because	it	was	investigated	as	a	new	drug	before	its	inclusion	in	the	food	supply,	known	as
IND	Preclusion.	This	position	has	been	outlined	in	the	majority	of	Warning	Letters	the	FDA	has	sent	to	CBD	companies
since	the	enactment	of	the	Farm	Bill.	Any	enforcement	of	the	IND	Preclusion	could	require	the	Company	to	allocate
significant	resources	to	defend	its	position,	adversely	affecting	its	business	and	operations.	Without	changes	in	federal
law,	regulation,	or	judicial	interpretation,	the	FDA’	s	current	stance	could	materially	and	adversely	impact	the
Company’	s	ability	to	operate.	Failure	or	inability	to	secure	required	state	or	federal	regulatory	approvals	and	permits
could	negatively	impact	the	Company’	s	ability	to	conduct	business.	The	Company	must	secure	and	maintain	specific
approvals	and	permits	in	many	jurisdictions	where	its	products	are	sold,	and	failure	to	do	so	could	delay	or	inhibit	its
operations.	Regulatory	approval	and	permit	requirements	are	subject	to	change	without	notice.	There	is	no	guarantee
that	the	Company	will	be	able	to	acquire	or	retain	these	essential	approvals.	Any	substantial	delays	or	inability	to	obtain
the	required	permits	or	licenses	would	negatively	impact	the	Company’	s	ability	to	conduct	its	business,	potentially
leading	to	material	adverse	effects	on	its	financial	condition	and	operations.	Costs	associated	with	compliance	with
numerous	laws	and	regulations	could	impact	our	financial	results.	In	addition,	we	could	become	subject	to	increased	litigation
risks	associated	with	the	CBD	industry	and	the	overall	Dietary	Supplement	Industry	.	The	manufacture,	labeling	and
distribution	by	us	of	the	hemp-	based	cannabinoid	products	is	in	our	portfolio	are	regulated	by	various	federal,	state	and	local
agencies.	These	governmental	authorities	may	commence	regulatory	or	legal	proceedings,	which	could	restrict	the	permissible
scope	of	our	product	claims	or	the	ability	to	sell	products	in	the	future.	We	are	subject	to	regulation	by	the	federal	government
and	other	state	and	local	agencies	as	a	result	of	our	product	offering,	including	but	not	limited	to	hemp-	based	cannabinoid
products	and	other	natural	health	products.	The	shifting	compliance	environment	and	the	need	to	build	and	maintain	robust
systems	to	comply	with	different	compliance	in	multiple	jurisdictions	increases	the	possibility	that	we	may	violate	one	or	more
of	the	requirements.	If	our	operations	are	found	to	be	in	violation	of	any	of	such	laws	or	any	other	governmental	regulations	that
apply	to	our	company,	we	may	be	subject	to	penalties,	including,	without	limitation,	civil	and	criminal	penalties,	damages,	fines,
the	curtailment	or	restructuring	of	our	operations,	any	of	which	could	adversely	affect	the	ability	to	operate	our	business	and	our
financial	results.	Failure	to	comply	with	the	various	federal,	state	and	local	requirements	may	result	in,	among	other	things,
injunctions,	product	withdrawals,	recalls,	product	seizures,	fines	and	criminal	prosecutions.	We	are	seeing	increasing	state-	level
potency,	labeling	and	package	size	requirements	that	may	increase	our	costs	with	respect	to	monitoring	and	adhering	to	unique



label	requirements	in	addition	to	potential	product	and	packaging	obsolescence	costs	as	well	as	stop	sales	or	product
withdrawals	.	Our	advertising	is	subject	to	regulation	by	,	among	others,	the	FDA	under	the	Federal	Food,	Drug	&
Cosmetics	Act,	and	the	U.	S.	Federal	Trade	Commission,	or	FTC,	under	the	Federal	Trade	Commission	Act,	and	is	also	subject
to	various	state	regulations	enforced	by	state	agencies	and	state	attorneys	general.	Additionally,	some	states	also	permit
advertising	and	labeling	laws	to	be	enforced	by	private	attorneys	general	who	may	seek	relief	for	consumers,	seek	class-	action
certifications,	seek	class-	wide	damages	and	product	recalls	withdrawals	of	products	sold	by	us.	Any	actions	against	our
company	by	governmental	authorities	or	private	litigants	could	be	time	consuming,	costly	to	defend	and	could	have	a	material
adverse	effect	on	our	business,	financial	condition,	and	results	of	operations.	Uncertainty	caused	by	potential	changes	to	legal
regulations	could	impact	the	use	of	CBD	the	Company’	s	products.	There	is	substantial	uncertainty	and	different	interpretations
among	federal,	state	and	local	regulatory	agencies,	legislators,	academics	and	businesses	as	to	the	scope	of	operation	of	Farm
Bill-	compliant	hemp	programs	relative	to	the	emerging	regulation	of	cannabinoids.	These	different	opinions	include,	but	are	not
limited	to,	the	regulation	of	cannabinoids	by	the	U.	S.	Drug	Enforcement	Administration	and	/	or	the	FDA	,	various
administrative	determinations	and	court	decisions,	all	of	which	impact	the	extent	to	which	manufacturers	and	processors	of
products	containing	Farm	Bill-	compliant	cannabinoids	cultivators	and	processors	may	engage	in	interstate	commerce.	There
are	currently	no	consistent	regulations	applicable	to	hemp	derived	cannabinoids	in	the	United	States	or	globally.	There
is	no	assurance	the	Company	will	remain	compliant	with	all	of	these	laws,	rules	and	regulations	as	changes	to	such	laws,
rules	and	regulations	are	promulgated	and	this	may	have	a	negative	impact	on	the	Company’	s	operations.	By	way	of
example,	through	the	end	of	Fiscal	2024,	multiple	states	including	Alaska,	Florida,	Maryland,	Minnesota,	New	York,
Utah	and	Virginia	had	implemented	new	regulations	which	impact	the	Company’	s	ability	to	sell	some	of	its	products	as
they	exist	now	in	formulation	and	packaging.	The	uncertainties	,	conflicts	and	lack	of	uniformity	cannot	be	resolved
without	further	federal,	and	perhaps	even	state-	level,	legislation,	regulation	or	a	definitive	judicial	interpretation	of	existing
legislation	and	rules.	If	these	uncertainties	continue,	they	may	have	an	adverse	effect	upon	the	introduction	of	our	products	in
different	markets	.	The	FTC	may	seek	to	pursue	enforcement	actions	against	companies	selling	hemp	derived
cannabinoids,	including	the	Company.	The	Federal	Trade	Commission	(FTC)	has	increasingly	focused	on	the	regulation
of	advertising,	labeling,	and	promotion	of	CBD	and	other	health-	related	products.	In	the	CBD	product	marketplace,	the
FTC	has	collaborated	with	the	FDA	to	issue	warnings	about	advertisements	lacking	competent	and	reliable	scientific
evidence,	which	violates	the	FTC	Act.	In	addition,	the	FTC	has	independently	issued	warning	letters	to	companies
marketing	CBD	products	with	exaggerated	or	unsupported	health	claims.	Although	the	FTC	has	primarily	issued
warning	letters,	it	initiated	its	first	law	enforcement	administrative	action	in	December	2020,	taking	action	against	six
CBD	companies	for	allegedly	making	unsupported	health	claims,	resulting	in	settlement	agreements	requiring	cessation
of	such	claims	and	monetary	penalties.	The	FTC	further	heightened	its	scrutiny	in	May	2021	and,	more	recently,	issued
its	April	2023	Notice	of	Penalty	Offenses,	which	stresses	the	need	for	rigorous	substantiation	of	health-	related	product
claims.	This	notice	emphasizes	that	companies	must	provide	scientific	evidence,	including	high-	quality,	randomized,
placebo-	controlled	human	clinical	trials,	to	substantiate	claims.	Failure	to	comply	with	these	standards	could	result	in
significant	penalties	under	Section	5	of	the	FTC	Act.	The	FTC’	s	actions,	along	with	the	potential	for	increased
enforcement	in	the	future,	present	additional	risks	to	companies	in	the	CBD	industry.	The	Company	must	be	cautious	in
making	health	claims,	ensuring	all	advertising	is	adequately	supported	by	scientific	evidence,	as	any	violations	could
result	in	penalties,	corrective	measures,	and	reputational	damage.	Risks	associated	with	international	regulations.	The
Company	faces	significant	regulatory	challenges	and	risks	in	expanding	its	operations	internationally,	which	could
materially	impact	its	business.	As	the	Company	conducts	sales	and	expands	into	new	markets,	it	must	adhere	to	the	laws
and	regulations	of	each	jurisdiction,	as	well	as	any	relevant	international	treaties.	Non-	compliance	with	these
regulations	could	result	in	civil	or	criminal	penalties,	fines,	operational	restructuring,	asset	seizures,	or	the	denial	of
regulatory	applications.	Moreover,	international	authorities	could	determine	that	past	or	current	operations	violated
local	regulations,	exposing	the	Company	to	potential	enforcement	actions.	The	evolving	legal	landscape	in	certain
jurisdictions,	including	proposed	legislative	changes,	may	present	opportunities	for	portfolio	expansion	but	also
introduces	undetermined	compliance	risks.	Additionally,	cannabis-	related	financial	transactions	are	governed	by
complex	and	unsettled	laws	that	vary	by	jurisdiction,	and	financial	benefits	derived	from	activities	deemed	unlawful	in
certain	regions	could	expose	the	Company,	its	investors,	or	affiliates	to	liability.	Increased	regulation	of	natural	health
products	and	heightened	scrutiny	of	nutritional	supplements	and	advertising	claims	further	compound	these	challenges.
Anticipated	regulatory	changes	may	require	the	Company	to	adapt	its	products	or	marketing	strategies,	and	any	delays
or	failures	to	comply	could	disrupt	operations.	These	risks	underscore	the	need	for	prospective	investors	to	consult	legal
counsel	to	assess	potential	liabilities	associated	with	the	Company'	s	activities	in	specific	jurisdictions	.	RISKS	RELATED
TO	OWNERSHIP	OF	OUR	SECURITIES	We	are	subject	to	the	continued	listing	standards	of	the	NYSE	American	and	our
failure	to	satisfy	these	criteria	may	result	in	de-	listing	of	our	securities.	Both	our	common	stock	and	our	Series	A	Convertible
Preferred	Stock	are	listed	on	the	NYSE	American.	In	order	to	maintain	these	listings,	we	must	maintain	certain	share	prices,
financial	and	share	distribution	targets,	including	maintaining	a	minimum	amount	of	shareholders’	equity	and	a	minimum
number	of	public	shareholders.	In	addition	to	these	objective	standards,	the	NYSE	American	may	delist	the	securities	of	any
issuer	(i)	if,	in	its	opinion,	the	issuer’	s	financial	condition	and	/	or	operating	results	appear	unsatisfactory;	(ii)	if	it	appears	that
the	extent	of	public	distribution	or	the	aggregate	market	value	of	the	security	has	become	so	reduced	as	to	make	continued
listing	on	the	NYSE	American	inadvisable;	(iii)	if	the	issuer	sells	or	disposes	of	principal	operating	assets	or	ceases	to	be	an
operating	company;	(iv)	if	an	issuer	fails	to	comply	with	the	NYSE	American’	s	listing	requirements;	(v)	if	an	issuer’	s
securities	sell	at	what	the	NYSE	American	considers	a	“	low	selling	price	”	and	the	issuer	fails	to	correct	this	via	a	reverse	split
of	shares	after	notification	by	the	NYSE	American;	or	(vi)	if	any	other	event	occurs	or	any	condition	exists	which	makes



continued	listing	on	the	NYSE	American,	in	its	opinion,	inadvisable.	If	the	NYSE	American	delists	either	our	common	stock
and	/	or	our	Series	A	Convertible	Preferred	Stock,	investors	may	face	material	adverse	consequences,	including,	but	not	limited
to,	a	lack	of	trading	market	for	our	securities,	reduced	liquidity,	decreased	analyst	coverage	of	our	securities,	and	an	inability	for
us	to	obtain	any	additional	financing	to	fund	our	operations	that	we	may	need.	The	Company	has	received	notification	from
the	NYSE	American	LLC	that	the	Company	is	no	longer	in	compliance	with	NYSE	American’	s	continued	listing
standards	and	in	the	event	we	do	not	ultimately	regain	compliance,	our	securities	could	ultimately	be	delisted	from	the
NYSE	American.	On	June	5,	2024,	we	received	notification	(the	“	Notice	”)	from	the	NYSE	American	that	the	Company
is	no	longer	in	compliance	with	NYSE	American’	s	continued	listing	standards.	On	August	20,	2024,	we	received	notice
from	the	NYSE	American	LLC	that	it	had	accepted	the	Company’	s	plan	to	regain	compliance	with	the	NYSE	American
continued	listing	standards	and	granted	a	plan	period	through	December	5,	2025	(“	Deadline	Date	”).	As	previously
disclosed	on	June	5,	2024,	the	Company	received	a	letter	from	the	NYSE	American	LLC	stating	that	the	Company	was
not	in	compliance	with	the	continued	listing	standards	set	forth	in	Sections	1003	(a)	(ii)	of	the	NYSE	American	Company
Guide.	Section	1003	(a)	(ii)	requires	a	listed	company	to	have	stockholders’	equity	of	$	4	million	or	more	if	the	listed
company	has	reported	losses	from	continuing	operations	and	/	or	net	losses	in	three	of	its	four	most	recent	fiscal	years.
The	Company	reported	stockholders’	equity	of	$	3.	1	million	as	of	March	31,	2024	($	1.	96	million	as	of	September	30,
2024),	and	has	had	losses	from	continuing	operations	and	/	or	net	losses	in	three	of	its	four	most	recent	fiscal	years	ended
September	30,	2023	(and	September	30,	2024).	While	the	Company’	s	preferred	stock	and	common	stock	will	continue	to
be	listed	on	the	NYSE	American	during	the	plan	period	pursuant	to	an	extension	and	the	Company'	s	receipt	of	such
notification	from	the	NYSE	American	does	not	affect	the	Company'	s	business,	operations	or	reporting	requirements
with	the	U.	S.	Securities	and	Exchange	Commission,	during	the	plan	period,	the	Company	will	be	subject	to	quarterly
review	to	determine	if	it	is	making	progress	consistent	with	the	plan.	If	the	Company	does	not	regain	compliance	with
the	NYSE	American	listing	standards	by	the	Deadline	Date,	or	if	the	Company	does	not	make	sufficient	progress
consistent	with	its	plan,	then	the	NYSE	American	may	initiate	delisting	proceedings.	The	Company	can	provide	no
assurances	that	it	will	be	able	to	make	progress	with	respect	to	its	plan	that	NYSE	American	will	determine	to	be
satisfactory,	that	it	will	regain	compliance	with	Section	1003	(a)	(ii)	of	the	Company	Guide	on	or	before	the	Deadline
Date,	or	that	developments	and	events	occurring	subsequent	to	the	Company’	s	formulation	of	the	plan	or	its	acceptance
by	the	NYSE	American	will	not	adversely	affect	the	Company’	s	ability	to	make	sufficient	progress	and	/	or	regain
compliance	with	Section	1003	(a)	(ii)	of	the	Company	Guide	on	or	before	the	Deadline	Date	or	result	in	the	Company’	s
failure	to	be	in	compliance	with	other	NYSE	American	continued	listing	standards.	While	the	Notice	has	no	immediate
impact	on	the	listing	of	the	Company’	s	shares	of	common	stock	or	Series	A	Preferred	Stock,	which	will	continue	to	be
listed	and	traded	on	the	NYSE	American	during	this	period,	subject	to	the	Company’	s	compliance	with	the	other	listing
requirements	of	the	NYSE	American,	if	the	Common	Stock	and	Preferred	Stock	ultimately	were	to	be	delisted	for	any
reason,	it	could	negatively	impact	the	Company	by	(i)	reducing	the	liquidity	and	market	price	of	the	Company’	s
Common	Stock	and	Preferred	Stock;	(ii)	reducing	the	number	of	investors	willing	to	hold	or	acquire	the	Common	Stock
and	Preferred	Stock,	which	could	negatively	impact	the	Company’	s	ability	to	raise	equity	financing;	(iii)	limiting	the
Company’	s	ability	to	use	a	registration	statement	to	offer	and	sell	freely	tradable	securities,	thereby	preventing	the
Company	from	accessing	the	public	capital	markets;	and	(iv)	triggering	an	event	of	default	under	the	Company’	s
outstanding	Notes.	The	Series	A	Convertible	Preferred	Stock	ranks	junior	to	all	of	our	indebtedness	and	other	liabilities	and	is
effectively	junior	to	all	indebtedness	and	other	liabilities	of	our	subsidiaries.	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	Convertible	Preferred
Stock	only	after	all	of	our	indebtedness	and	other	liabilities	have	been	paid.	The	rights	of	holders	of	the	Series	A	Convertible
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	(subject	to	Series	A	Convertible	Preferred	Stockholder
approval)	that	ranks	senior	to	the	Series	A	Convertible	Preferred	Stock.	In	addition,	the	Series	A	Convertible	Preferred	Stock
effectively	ranks	junior	to	all	existing	and	future	indebtedness	and	other	liabilities	of	our	existing	subsidiaries	and	any	future
subsidiaries.	Our	existing	subsidiaries	are,	and	any	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	Convertible	Preferred	Stock.	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
Convertible	Preferred	Stock	then	outstanding.	We	are	currently	unable	to	pay	dividends	on	the	Series	A	Convertible	Preferred
Stock.	During	August	2023,	the	Company’	s	board	of	directors	suspended	dividend	payment	on	the	Series	A	Convertible
Preferred	Stock.	We	do	not	anticipate	paying	any	accrued	or	future	dividends	on	our	Series	A	Convertible	Preferred	Stock	in	the
future.	In	order	for	us	to	be	eligible	to	pay	the	dividend,	state	law	requires	us	to	(i)	either	be	able	to	pay	our	debts	as	they	become
due	in	the	usual	course	of	business,	or	(ii)	have	total	assets	that	are	greater	than	the	sum	of	our	total	liabilities	plus	the	amount
that	would	be	needed	if	we	were	to	be	dissolved	at	the	time	of	the	distribution	to	satisfy	the	preferential	rights	upon	dissolution
of	shareholders	whose	preferential	rights	are	superior	to	those	receiving	the	distribution.	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	our	businesses	will	generate	sufficient	cash	flow	from	operations	in	an	amount	sufficient	to	enable	us	to	make	distributions
on	our	common	stock	and	preferred	stock,	including	the	Series	A	Convertible	Preferred	Stock,	or	to	fund	our	other	liquidity
needs.	Holders	of	the	Series	A	Convertible	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	Convertible	Preferred	Stock	may	be	eligible	for	the	dividends-	received	deduction,	and	distributions	paid	to	non-
corporate	U.	S.	holders	of	the	Series	A	Convertible	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	Convertible	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.	”	If	any	distributions	on	the	Series	A	Convertible	Preferred	Stock	with	respect	to	any	fiscal	year	are	not	eligible	for	the
dividends-	received	deduction	or	preferential	tax	rates	applicable	to	“	qualified	dividend	income	”	because	of	insufficient	current
or	accumulated	earnings	and	profits,	it	is	possible	that	the	market	value	of	the	Series	A	Convertible	Preferred	Stock	might
decline.	The	Series	A	Convertible	Preferred	Stock	represents	perpetual	equity	interests	in	us,	and	investors	should	not	expect	us
to	redeem	or	convert	the	Series	A	Convertible	Preferred	Stock	on	the	date	the	Series	A	Convertible	Preferred	Stock	becomes
redeemable	or	convertible	by	us	or	on	any	particular	date	afterwards.	The	Series	A	Convertible	Preferred	Stock	represents
perpetual	equity	interests	in	our	company,	and	it	has	no	maturity	or	mandatory	redemption	except	upon	a	Change	of	Control,	and
is	not	redeemable	at	the	option	of	investors	under	any	other	circumstances.	A	“	Change	of	Control	”	will	generally	be	deemed	to
occur	when,	after	the	original	issuance	of	the	Series	A	Convertible	Preferred	Stock,	the	acquisition	by	any	person,	including	any
syndicate	or	group	deemed	to	be	a	“	person	”	under	Section	13	(d)	(3)	of	the	Exchange	Act,	of	beneficial	ownership,	directly	or
indirectly,	through	a	purchase,	merger	or	other	acquisition	transaction	or	series	of	purchases,	mergers	or	other	acquisition
transactions	which	were	pre-	approved	by	our	board	of	directors	of	our	stock	entitling	that	person	to	exercise	more	than	50	%	of
the	total	voting	power	of	all	of	our	stock	entitled	to	vote	generally	in	the	election	of	the	our	directors,	subject	to	certain
exclusions.	As	a	result,	the	Series	A	Convertible	Preferred	Stock	will	not	give	rise	to	a	claim	for	payment	of	any	amount	at	a
particular	date.	As	a	result,	holders	of	the	Series	A	Convertible	Preferred	Stock	may	be	required	to	bear	the	financial	risks	of	an
investment	in	the	Series	A	Convertible	Preferred	Stock	for	an	indefinite	period	of	time	unless	the	holder	chooses	to	voluntarily
convert	the	shares	of	Series	A	Convertible	Preferred	Stock	into	shares	of	our	common	stock.	Change	of	Control	redemption
obligations	of	the	Series	A	Convertible	Preferred	Stock	may	make	it	more	difficult	for	a	party	to	acquire	us	or	discourage	a
party	from	acquiring	us.	The	Change	of	Control	redemption	feature	of	the	Series	A	Convertible	Preferred	Stock	may	have	the
effect	of	discouraging	a	third	party	from	making	an	acquisition	proposal	for	our	company	or	of	delaying,	deferring	or	preventing
certain	of	change	of	control	transactions	under	circumstances	that	otherwise	could	provide	the	holders	of	our	common	stock	and
Series	A	Convertible	Preferred	Stock	with	the	opportunity	to	realize	a	premium	over	the	then-	current	market	price	of	such	stock
or	that	shareholders	may	otherwise	believe	is	in	their	best	interests.	A	holder	of	Series	A	Convertible	Preferred	Stock	has
extremely	limited	voting	rights.	The	voting	rights	for	a	holder	of	Series	A	Convertible	Preferred	Stock	are	limited.	Our	shares	of
common	stock	are	the	only	class	of	our	securities	that	carry	full	voting	rights.	Holders	of	the	shares	of	Series	A	Convertible
Preferred	Stock	do	not	have	any	voting	rights	other	than	as	set	forth	below	in	the	next	two	sentences	or	unless	dividends	on	the
Series	A	Convertible	Preferred	Stock	are	in	arrears	for	each	of	12	or	more	consecutive	monthly	periods,	in	which	case	the
holders	of	the	Series	A	Convertible	Preferred	Stock	will	be	entitled	to	vote	as	a	separate	class	for	the	election	of	two	additional
directors	to	serve	on	the	board	of	directors	until	all	dividends	that	are	owed	have	been	paid.	Holders	of	shares	of	Series	A
Convertible	Preferred	Stock,	voting	as	a	class,	are	also	entitled	to	vote	if	we	should	seek	to	issue	or	create	any	class	or	series	of
capital	stock	ranking	senior	to	the	Series	A	Convertible	Preferred	Stock	with	respect	to	dividends	or	distributions,	in	which
event	the	consent	of	holders	of	at	least	two	thirds	of	the	then	outstanding	Series	A	Convertible	Preferred	Stock	is	required.	The
consent	of	the	holders	of	two	thirds	of	the	Series	A	Convertible	Preferred	Stock,	voting	as	a	class,	is	required	if	we	were	to	seek
to	adopt	any	amendment	to	our	articles	of	incorporation	or	bylaws	that	would	materially	affect	existing	terms	of	the	Series	A
Convertible	Preferred	Stock,	or	increase	the	number	of	authorized	shares	of	that	series,	other	than	in	connection	with	the	anti-
dilution	provisions,	or	if	we	seek	to	create	a	series	or	class	which	ranks	pari	passu	with	the	Series	A	Convertible	Preferred
Stock.	Other	than	these	limited	circumstances	and	except	to	the	extent	required	by	law,	holders	of	Series	A	Convertible
Preferred	Stock	do	not	have	any	voting	rights.	We	may	redeem	the	Series	A	Convertible	Preferred	Stock	at	our	option,	we	will
be	required	to	redeem	the	Series	A	Convertible	Preferred	Stock	upon	a	Change	of	Control	and	we	may	convert	shares	of	Series
A	Convertible	Preferred	Stock	upon	a	Market	Trigger	into	shares	of	our	common	stock.	In	the	event	of	any	of	these	occurrences,
you	may	not	receive	dividends	that	you	anticipate.	We	On	or	after	October	16,	2023	we	may,	at	our	option,	redeem	the	Series	A
Convertible	Preferred	Stock,	in	whole	or	in	part,	at	any	time	or	from	time	to	time.	In	addition,	upon	the	occurrence	of	a	board
approved	Change	of	Control,	we	are	required	to	redeem	any	or	all	of	the	shares	of	Series	A	Convertible	Preferred	Stock	at	a
redemption	price	of	$	11.	00	per	share,	plus	any	accrued	but	unpaid	dividends	to,	but	excluding,	the	redemption	date.
Furthermore,	upon	a	Market	Trigger	(as	that	term	is	defined	in	the	designations,	rights	and	preferences	of	the	Series	A
Convertible	Preferred	Stock),	we	may	convert	all	or	any	portion	of	those	shares	of	Series	A	Convertible	Preferred	Stock	into
shares	of	our	common	stock.	We	may	have	an	incentive	to	redeem	or	convert	the	Series	A	Convertible	Preferred	Stock
voluntarily	if	market	conditions	allow	us	to	issue	other	preferred	stock	or	debt	securities	at	a	rate	that	is	lower	than	the	dividend
rate	on	the	Series	A	Convertible	Preferred	Stock.	If	we	redeem	or	convert	the	Series	A	Convertible	Preferred	Stock,	then	from
and	after	the	redemption	date	or	conversion	date,	as	applicable,	dividends	will	cease	to	accrue	on	shares	of	Series	A	Convertible
Preferred	Stock,	the	shares	of	Series	A	Convertible	Preferred	Stock	shall	no	longer	be	deemed	outstanding	and	all	rights	as	a
holder	of	those	shares	will	terminate,	including	the	rights	to	receive	dividend	payments.	The	liquidation	preference	of	the	shares
of	our	Series	A	Convertible	Preferred	Stock	would	reduce	the	amount	available	to	our	common	shareholders	in	the	event	of	our
liquidation	or	winding	up.	Holders	of	our	Series	A	Convertible	Preferred	Stock	have	a	liquidation	preference	of	$	10.	00	per
share	in	the	event	of	our	liquidation	or	winding	up.	This	means	that	those	holders	are	entitled	to	receive	the	liquidation
preference	before	any	payment	or	other	distribution	of	assets	to	our	common	shareholders,	and	the	amount	of	any	such	payment
or	other	distribution	will	be	reduced	by	that	amount.	The	issuance	of	shares	upon	exercise	the	conversions	of	our	outstanding
Notes	options,	restricted	stock	awards	and	warrants,	or	the	conversion	of	the	Series	A	Convertible	Preferred	Stock	may	cause
immediate	and	substantial	dilution	to	our	existing	shareholders.	We	presently	have	options	Notes	,	unvested	restricted	stock



awards	and	warrants	that	if	exercised	converted	would	result	in	the	issuance	of	approximately	an	additional	93	718	,	222	000
shares	of	our	common	stock	,	and	our	Series	A	Convertible	Preferred	Stock	is	presently	convertible	into	an	additional	185,	223
shares	of	common	stock	.	The	issuance	of	shares	upon	exercise	of	warrants	and	options	and	/	or	the	conversion	of	Notes	shares
of	our	Series	A	Convertible	Preferred	Stock	will	result	in	dilution	to	the	interests	of	other	shareholders.	Company’	s	former	Co-
CEO’	s	ongoing	legal	challenges	with	the	SEC	could	impact	customers	and	investors	perception	of	the	Company.	In	May	of
2022,	our	former	Co-	CEO	was	indicted	civilly	by	the	SEC	for	activities	prior	to	2019.	While	the	Company	was	not	named	as	a
defendant	and	we	strongly	believe	no	improprieties	occurred	by	the	Company,	his	ongoing	legal	proceedings	and	any
association	could	impact	customers	and	investors	perception	of	the	Company.


