Disclosure Statement Pursuant to the Pink Basic Disclosure Guidelines

FITLIFE BRANDS, INC.

5214 S. 136™ Street, Omaha, NE 68137

402-884-1894
fitlifebrands.com
djudd@fitlifebrands.com
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Annual Report
For the Period Ending: December 31, 2021
(the “Reporting Period”)

As of July 7, 2022, the number of shares outstanding of our Common Stock was:

4,555,957

As of June 30, 2022, the number of shares outstanding of our Common Stock was:

4,555,957

As of December 31, 2021, the number of shares outstanding of our Common Stock was:

4,552,485

Indicate by check mark whether the company is a shell company (as defined in Rule 405 of the Securities Act of 1933 and
Rule 12b-2 of the Exchange Act of 1934):

Yes: U No:
Indicate by check mark whether the company’s shell status has changed since the previous reporting period:
Yes: U No:
Indicate by check mark whether a Change in Control of the company has occurred over this reporting period:

Yes: O No:



1) Name and address(es) of the issuer and its predecessors (if any)

In answering this item, provide the current name of the issuer any names used by predecessor entities, along with the
dates of the name changes.

FitLife Brands, Inc. (sometimes hereinafter, the “Issuer’, or, the “Company”), was incorporated in the State of Nevada on
July 26, 2005 as Bond Laboratories, Inc. On September 30, 2013, the Issuer's name was changed from Bond
Laboratories, Inc. to FitLife Brands, Inc.

The state of incorporation or registration of the issuer and of each of its predecessors (if any) during the past five years;
Please also include the issuer’s current standing in its state of incorporation (e.g. active, default, inactive):

The Issuer is a corporation incorporated in the State of Nevada, with a current standing of “Active.”

Describe any trading suspension orders issued by the SEC concerning the issuer or its predecessors since inception:
None

List any stock split, stock dividend, recapitalization, merger, acquisition, spin-off, or reorganization either currently
anticipated or that occurred within the past 12 months:

Forward Stock Split

The Board of Directors of the Company (the “Board”) approved a forward stock split of the Company’s authorized, issued
and outstanding shares of common stock, par value $0.01 per share (the “Common Stock”), at a ratio of 4-for-1 (the
“Forward Split’). The Forward Split was effective as of December 2, 2021, and began trading on such basis on December
8, 2021. Prior to the Forward Split, the Company was authorized to issue 15.0 million shares of Common Stock. As a
result of the Forward Split, the Company is now authorized to issue 60.0 million shares of Common Stock. The Forward
Split did have any effect on the stated par value of the Common Stock and did not affect the Company’s authorized

preferred stock.

All references in this Annual Report to number of common shares, price per share and weighted average number of
shares outstanding have been adjusted to reflect the Forward Split on a retroactive basis as of the earliest period
presented, unless otherwise noted.

Nutrology Asset Acquisition

On April 7, 2021, the Company closed on the purchase of substantially all of the assets of Triple Impact Nutrition (the
“Acquisition”), a New Jersey corporation doing business as Nutrology, a nutritional supplement company catering to
consumers who prioritize all-natural and plant-based nutritional supplements. Under the terms of the Asset Purchase
Agreement (the “APA”), the Company agreed to pay cash consideration of $500,000, subject to certain working capital
adjustments set forth in the APA. Total consideration paid, including the effects of the working capital adjustment, was

$529,000.

The address(es) of the issuer’s principal executive office:

5214 S. 136th Street, Omaha, NE 68137

The address(es) of the issuer’s principal place of business:
Check box if principal executive office and principal place of business are the same address:

Has the issuer or any of its predecessors been in bankruptcy, receivership, or any similar proceeding in the past five
years?

Yes: O No:

If this issuer or any of its predecessors have been the subject of such proceedings, please provide additional details in the
space below:

None



2) Security Information

Trading symbol: FTLF
Exact title and class of securities outstanding:  Common
CUSIP: 33817P207
Par or stated value: $0.01

Total shares authorized: 60,000,000
Total shares outstanding: 4,555,957
Number of shares in the Public Float": 1,977,5204
Total number of shareholders of record: 28

All additional class(es) of publicly traded securities (if any):

Trading symbol:

Exact title and class of securities outstanding:
CUSIP:

Par or stated value:

Total shares authorized:

Total shares outstanding:

as of date:
as of date:

|Z
115

Transfer Agent

Name: Colonial Stock Transfer Co., Inc.
Phone: 801-355-5740

Email: issuers@colonialstock.com
Address: 7840 S 700 E, Sandy, UT 84070

Is the Transfer Agent registered under the Exchange Act? Yes:

3) Issuance History

as of date: December 2, 2021

No: O

as of date: July 7, 2022
as of date: July 7, 2022
as of date: July 7, 2022

The goal of this section is to provide disclosure with respect to each event that resulted in any direct changes to the total
shares outstanding of any class of the issuer’s securities in the past two completed fiscal years and any subsequent

interim period.

Disclosure under this item shall include, in chronological order, all offerings and issuances of securities, including debt
convertible into equity securities, whether private or public, and all shares, or any other securities or options to acquire
such securities, issued for services. Using the tabular format below, please describe these events.

A. Changes to the Number of Outstanding Shares

Check this box to indicate there were no changes to the number of outstanding shares within the past two completed

fiscal years and any subsequent periods: []

Shares Outstanding as of Second Most Recent
Fiscal Year End:

Opening Balance

*Right-click the rows below and select “Insert” to add rows as needed.

Date 12/31/2019 Common: 4,218,064
Preferred: O
Date of Transaction Number of Class of Value of Were the Individual/ Entity Reason for share | Restricted or | Exemption
Transaction type (e.g. new | Shares Securities shares shares Shares were issuance (e.g. for | Unrestricted or
issuance, issued issued at issued to cash or debt

" “Public Float” shall mean the total number of unrestricted shares not held directly or indirectly by an officer, director, any person who is the beneficial
owner of more than 10 percent of the total shares outstanding (a “control person”), or any affiliates thereof, or any immediate family members of officers,

directors and control persons.




cancellation, Issued (or ($/per a discount | (entities must conversion) as of this Registration
shares cancelled) share) at | to market have individual -OR- filing. Type.
returned to Issuance | price at with voting / Nature of
treasury) the time investment Services
of control Provided
issuance? | disclosed).
(Yes/No)
1/16/2020 Repurchase 7.600 Common $3.25 No FitLife Brands N/A -
- Shares Repurchase
returned to
treasury
1/24/2020 Repurchase | 40,000 Common $3.65 No FitLife Brands N/A -
- Shares Repurchase
returned to
treasury
2/27/2020 New 68.000 Common $1.05 No Aman Grewal Exercise of Unrestricted
Issuance Options
3/31/2020 New 1,668 Common $2.25 No Todd Ordal Executive Restricted
Issuance Compensation®
)
7/15/2020 New 1.424 Common $2.64 No Todd Ordal Executive Restricted
Issuance Compensation®
)
9/30/2020 New 1.020 Common $3.69 No Todd Ordal Executive Restricted
Issuance Compensation®
)
12/31/2020 New 696 Common $5.40 No Todd Ordal Executive Restricted
Issuance Compensation®
)
1/4/2021 New 60,000 Common $5.40 No Dayton Judd Executive Restricted
Issuance Compensation
3/22/2021 New 60,000 Common $7.37 No Dayton Judd Executive Restricted
Issuance Compensation
4/16/2021 Repurchase 36,092 Common $7.13 No FitLife Brands NA -
— Shares Repurchase
returned to
treasury
4/27/2021 New 11,580 Common $3.48 No Patrick Ryan Exercise of Unrestricted
Issuance options
4/29/2021 New 40,000 Common $8.00 No Dayton Judd Executive Restricted
Issuance Compensation®
(4)
5/6/2021 New 4,000 Common $3.48 No Ken Fanta Exercise of Unrestricted
Issuance Options
5/14/2021 New 40,000 Common $9.25 No Dayton Judd Executive Restricted
Issuance Compensation®
(4)
9/30/2021 New 40,000 Common $12.00 No Dayton Judd Executive Restricted
Issuance Compensation®

4




9/30/2021 New 40,000 Common $10.50 No Dayton Judd Executive Restricted
Issuance Compensation®
)
12/30/2021 New 49,725 Common $0.70 No Dayton Judd Exercise of Unrestricted
Issuance options

Shares Outstanding on Date of This Report:

Ending Balance:
Date 12/31/2021

Ending Balance

Common: 4,552,485

Preferred: 0

Example: A company with a fiscal year end of December 31%, in addressing this item for its quarter ended June 30, 2021, would
include any events that resulted in changes to any class of its outstanding shares from the period beginning on January 1, 2019 through
June 30, 2021 pursuant to the tabular format above.

Use the space below to provide any additional details, including footnotes to the table above:

(1

(2)

(3)

(4)

(5)

On February 1, 2021, the Company’s Board of Directors (the (“Board”) approved an additional amendment to the authorized share repurchase program
initially approved by the Board on August 16, 2019, as amended on September 23, 2019 and November 6, 2019 (“Share Repurchase Program”). Under the
terms of the amendment, the Company is authorized to repurchase up to $5.0 million of the Company's Common Stock, warrants to purchase shares of
the Company's Common Stock ("Warrants"), and other securities issued by the Company ("Securities") over the next 24 months at a purchase price, in the
case of Common Stock, equal to the fair market value of the Company's Common Stock on the date of purchase, and in the case of Warrants and
Securities, at a purchase price determined by management, with the exact date and amount of such purchases to be determined by management. During
the year ended December 31, 2021, the Company repurchased 36,092 shares of Common Stock under the Share Repurchase Program. The Company also
purchased 50,840 dilutive in-the-money options from employees at a discount to their intrinsic value for total consideration of $184,000.

Executive Compensation is issued pursuant to the FitLife Brands, Inc. 2019 Omnibus Incentive Plan (the “2019 Plan”), adopted by the Board on July 3,
2019, as approved by a majority of the Company’s stockholders at the annual meeting of stockholders on August 16, 2019. The 2019 Plan reserves for
issuance 400,000 shares of the Company’s Common Stock for issuance as one of four types of equity incentive awards: (i) stock options, (ii) stock
appreciation rights, (iii) restricted stock, and (iv) stock units. The 2019 Plan permits the qualification of awards under the plan as “performance-based
compensation” within the meaning of Section 162(m) of the Internal Revenue Code.

Shares Issued in lieu of cash compensation for director fees in connection with Mr. Ordal’s service on the Company’s Board.

These shares were issued pursuant to the vesting of Restricted Stock Units (“RSUs”), granted to Mr. Judd in February 2021, for his services as Chief
Executive Officer. Each RSU converted into one share of the Company’s Common Stock upon vesting. The RSUs vested as follows: (1) 40,000 shares at
such date that the 30-day volume-weighted average price of Common Stock meets or exceeds $7.50, (ii) 40,000 shares at such date that the 30-day
volume-weighted average price of Common Stock meets or exceeds $9.00, (iii) 40,000 shares at such date that the 30-day volume-weighted average price
of Common Stock meets or exceeds $10.50, and (iv) 40,000 shares at such date that the 30-day volume-weighted average price of Common Stock meets or

exceeds $12.00.

These shares were issued pursuant to Mr. Judd’s exercise of options to purchase 52,000 shares the Company’s Common Stock, with Mr. Judd surrendering
2,275 shares of Common Stock as payment of the exercise price by delivering securities incident to the exercise of the aforementioned options.

B. Debt Securities, Including Promissory and Convertible Notes

Use the chart and additional space below to list and describe all outstanding promissory notes, convertible notes,
convertible debentures, or any other debt instruments that may be converted into a class of the issuer’s equity securities.

Check this box if there are no outstanding promissory, convertible notes or debt arrangements:




Date of Outstanding | Principal Interest Maturity | Conversion Terms (e.g. Name of Noteholder Reason for
Note Balance ($) Amount Accrued | Date pricing mechanism for (entities must have Issuance (e.g.
Issuance at (%) determining conversion of individual with voting | Loan, Services,
Issuance instrument to shares) | investment control etc.)
(%) disclosed).
N/A N/A N/A N/A N/A N/A N/A N/A

Use the space below to provide any additional details, including footnotes to the table above:

4) Financial Statements

A. The following financial statements were prepared in accordance with:
U.S. GAAP
O IFRS

B. The financial statements for this reporting period were prepared by (name of individual)?:

Name: Susan Kinnaman
Title: Chief Financial Officer
Relationship to Issuer: Employee

Provide the financial statements described below for the most recent fiscal year or quarter. For the initial disclosure
statement (qualifying for Pink Current Information for the first time) please provide reports for the two previous fiscal years
and any subsequent interim periods.

Balance Sheet;

Statement of Income;

Statement of Cash Flows;

Statement of Retained Earnings (Statement of Changes in Stockholders’ Equity)
Financial notes; and

Audit letter, if audited

ITOmMmMOO

You may either (i) attach/append the financial statements to this disclosure statement or (ii) file the financial statements
through OTCIQ as a separate report using the appropriate report name for the applicable period end. (“Annual Report,”
“Quarterly Report” or “Interim Report”).

If you choose to publish the financial statements in a separate report as described above, you must state in the
accompanying disclosure statement that such financial statements are incorporated by reference. You may reference the
document(s) containing the required financial statements by indicating the document name, period end date, and the date
that it was posted to OTCIQ in the field below. Financial Statements must be compiled in one document.

The financial statements are incorporated herein by reference and located on page 12 of this Annual Report.

Financial statement information is considered current until the due date for the subsequent report (as set forth in the
qualifications section above). To remain qualified for Current Information, a company must post its Annual Report within
90 days from its fiscal year-end date and Quarterly Reports within 45 days of each fiscal quarter-end date.

5) Issuer’s Business, Products and Services

2 The financial statements requested pursuant to this item must be prepared in accordance with US GAAP or IFRS by persons with sufficient financial
skills.



The purpose of this section is to provide a clear description of the issuer’s current operations. In answering this item,
please include the following:

A. Summarize the issuer’'s business operations (If the issuer does not have current operations, state “no operations”)

The Company is a national provider of innovative and proprietary nutritional supplements for health-conscious
consumers marketed under the following brand names: (i) NDS Nutrition, PMD Sports, SirenLabs, CoreActive,
Nutrology, and Metis Nutrition (together, “NDS Products”); and (ii) iSatori, BioGenetic Laboratories, and Energize
(together, the "iSatori Products"). The Company distributes the NDS Products principally through franchised General
Nutrition Centers, Inc. (“GNC”) stores located both domestically and internationally, and, with the launch of Metis
Nutrition, through corporate GNC stores in the United States. The iSatori Products are sold through more than 17,000
retail locations, which include specialty, mass, and online.

B. Please list any subsidiaries, parents, or affiliated companies.

(1) NDS Nutrition Products, Inc., a Florida corporation and wholly owned subsidiary; and
(2) iSatori, Inc., a Delaware corporation and wholly owned subsidiary.

C. Describe the issuers’ principal products or services.

The Company currently focuses its sales and marketing efforts on its full line of sports, weight loss and general
nutrition products that are currently marketed and sold both nationally and internationally. The Company currently markets
more than 75 different NDS Products to more than 750 GNC franchise locations located in the United States, as well as to
additional franchise locations in other countries, all of which are distributed through GNC’s distribution system. In addition,
following the launch of Metis Nutrition, we distribute products through more than 1,600 corporate GNC stores in the United
States. We sell iSatori Products through more than 17,000 specialty, mass, and online retail locations. A complete product
list is available on our website at fitlifebrands.com.

NDS Products

The Company’s NDS Products include:

° NDS — Innovative weight loss, general health and sports nutrition supplements — examples include Censor,
Cardio Cuts and LipoRUSH XT;

° PMD — Precision sports nutrition formulations for professional muscular development — examples include
Amplify XL, Pump Fuel and Flex Stack;

° Siren Labs — Weight loss and sports nutrition performance enhancing supplements for fitness enthusiasts
— examples include Shock’d, Ultrakarbs, NeuroLean, and Vaso-Vol;

° Nutrology —Sports nutrition and general wellness formulations with an emphasis on natural, vegan, and
organic ingredients — examples include Tripact Protein, Beet Natural, and Zen Natural; and

° Metis Nutrition — Multifaceted men’s health and weight loss formulations, including JXT5 and PyroStim.

NDS Products also include innovative diet, health and sports nutrition supplements and related products marketed
through its Core Active Nutrition product line (“Core Active”). Core Active products, which are sold exclusively online,
provide essential support for accelerated fitness and nutrition goals.

iSatori Products

iSatori Products include scientifically engineered nutritional products that are sold online as well as through multiple
retail partners. iSatori Products include:

° Sports Nutritionals: Products including Bio-Active Peptides (Bio-Gro™), advanced creatine powder
(Creatine A5X), and a natural testosterone booster (Isa-TestGF ™);




° Energy Products: iSatori’s energy supplement, Energize, designed to safely boost energy through a
combination of time-released caffeine, vitamins, and herbal formulations;

° Meal Replacements: protein-based products related to health nutrition and performance, including iSatori’'s
100% Bio-Active Whey, a premium protein blend with Bio-Active Peptides: and

° Weight Loss Products: iSatori’'s weight loss products are principally sold under the BioGenetic Laboratories
brand and include Forskolin Lean & Tone™ and hCG Alternative, as well as iSatori’s thermogenic, LIPO-
DREX™ with C3G nutrient partitioning technology.

6) Issuer’s Facilities

The goal of this section is to provide a potential investor with a clear understanding of all assets, properties or facilities
owned, used or leased by the issuer and the extent in which the facilities are utilized.

In responding to this item, please clearly describe the assets, properties or facilities of the issuer, give the location of the
principal plants and other property of the issuer and describe the condition of the properties. If the issuer does not have
complete ownership or control of the property (for example, if others also own the property or if there is a mortgage on the
property), describe the limitations on the ownership.

If the issuer leases any assets, properties or facilities, clearly describe them as above and the terms of their leases.

The Company, including its subsidiaries, leases its headquarters in Omaha, Nebraska, at a cost of approximately $8.000
per month, which lease is currently set to expire in May 2024. The Omaha facility is a total of 11,088 square feet inclusive
of approximately 6,179 square feet of on-site warehouse space. Management believes that the Company's site is
adequate to support the business and suitable for present purposes, and the property and equipment have been well
maintained

7) Company Insiders (Officers, Directors, and Control Persons)

The goal of this section is to provide an investor with a clear understanding of the identity of all the persons or entities that
are involved in managing, controlling or advising the operations, business development and disclosure of the issuer, as
well as the identity of any significant or beneficial shareholders.

Using the tabular format below, please provide information, as of the period end date of this report, regarding any person
or entity owning 5% of more of any class of the issuer’s securities, as well as any officer, and any director of the company,
or any person that performs a similar function, regardless of the number of shares they own. If any insiders listed are
corporate shareholders or entities, provide the name and address of the person(s) beneficially owning or
controlling such corporate shareholders, or the name and contact information (City, State) of an individual
representing the corporation or entity in the note section.

Name of Affiliation with Residential Address Number of Share Ownership Note

Officer/Director or | Company (e.g. (City / State Only) shares owned | type/class Percentage

Control Person Officer Title of Class
IDirector/Owner of Outstanding

more than 5%)

Dayton Judd CEOQO, Chairman Coppell, TX 2,945,529 Common 58.2% 1)
of the Board of Stock
Directors, and
owner of more

than 5%
Lewis Jaffe Director Delray Beach, FL 0 N/A 0
Grant Dawson Director Oakville, ON 76,428 Common 1.7%

Stock




Seth Yakatan Director Manhattan Beach, 0 N/A
CA

Todd Ordal Director Boulder, CO 30,944 Common 0.7%
Stock

Susan Chief Financial Omaha, NE 6,596 Common 0.1%
Kinnaman Officer stock

Patrick Ryan Chief Retail Overland Park 20,420 Common 0.4%
Officer KS stock

Consists of: (i) 519,401 shares of Common Stock held by Mr. Judd personally, including in IRA accounts; (ii) 230,000 shares of Common
Stock issuable upon the exercise of stock options at $0.70 per share, exercisable within 60 days of July 7, 2022; (iii) 72,000 shares of
Common Stock issuable upon the exercise of stock options at $5.24 per share, exercisable within 60 days of July 7, 2022; (iv) 56,000
shares of Common Stock issuable upon the exercise of stock options at $4.77 per share, exercisable within 60 days of July 7, 2022; (v)
1,924,648 shares of Common Stock held by Sudbury Holdings, LLC; and (vi) 143,480 shares of Common Stock issuable upon the
exercise of warrants held by Sudbury Holdings, LLC. Mr. Judd has sole power to vote or to dispose of such shares held by Sudbury

Holdings, LLC.

Legal/Disciplinary History

A. Please identify whether any of the persons or entities listed above have, in the past 10 years, been the subject of:

1. A conviction in a criminal proceeding or named as a defendant in a pending criminal proceeding (excluding
traffic violations and other minor offenses);

None

2. The entry of an order, judgment, or decree, not subsequently reversed, suspended or vacated, by a court of
competent jurisdiction that permanently or temporarily enjoined, barred, suspended or otherwise limited such
person’s involvement in any type of business, securities, commodities, or banking activities;

None

3. Afinding or judgment by a court of competent jurisdiction (in a civil action), the Securities and Exchange
Commission, the Commodity Futures Trading Commission, or a state securities regulator of a violation of
federal or state securities or commodities law, which finding or judgment has not been reversed, suspended,
or vacated; or

None

4. The entry of an order by a self-regulatory organization that permanently or temporarily barred, suspended, or
otherwise limited such person’s involvement in any type of business or securities activities.

None

B. Describe briefly any material pending legal proceedings, other than ordinary routine litigation incidental to the
business, to which the issuer or any of its subsidiaries is a party or of which any of their property is the subject.
Include the name of the court or agency in which the proceedings are pending, the date instituted, the principal parties
thereto, a description of the factual basis alleged to underlie the proceeding and the relief sought. Include similar
information as to any such proceedings known to be contemplated by governmental authorities.

None

Third Party Providers

Please provide the name, address, telephone number and email address of each of the following outside providers:



Securities Counsel

Name: Daniel W. Rumsey

Firm: Disclosure Law Group, a Professional Corporation
Address 1: 655 West Broadway Ste. 870

Address 2: San Diego, CA 92101

Phone: 619-272-7062

Email: drumsey@disclosurelawgroup.com

Accountant or Auditor

Name: Tom Massimi

Firm: Weaver and Tidwell, L.L.P

Address 1: 2821 West Seventh Street, Suite 700
Address 2: Fort Worth, TX 76107

Phone: 817-882-7308

Email: tom.massimi@weaver.com

Investor Relations

Name:
Firm:
Address 1:
Address 2:
Phone:
Email:

pd
o
>
[

Other Service Providers

Provide the name of any other service provider(s) that that assisted, advised, prepared or provided information with
respect to this disclosure statement. This includes counsel, broker-dealer(s), advisor(s) or consultant(s) or provided
assistance or services to the issuer during the reporting period.

Name: None
Firm:

Nature of Services:

Address 1:

Address 2:

Phone:

Email:

10) Issuer Certification

Principal Executive Officer:

The issuer shall include certifications by the chief executive officer and chief financial officer of the issuer (or any other
persons with different titles but having the same responsibilities) in each Quarterly Report or Annual Report.

The certifications shall follow the format below:

I, Dayton Judd, certify that:

1. | have reviewed this Annual Disclosure Statement of FitLife Brands, Inc.;

2. Based on my knowledge, this disclosure statement does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this disclosure statement; and



3. Based on my knowledge, the financial statements, and other financial information included or incorporated by
reference in this disclosure statement, fairly present in all material respects the financial condition, results of
operations and cash flows of the issuer as of, and for, the periods presented in this disclosure statement.

July 11, 2022 [Date]
[s/ DAYTON JUDD [CEO'’s Signature]
(Digital Signatures should appear as “/s/ [OFFICER NAME]")

Principal Financial Officer:

I, Susan Kinnaman, certify that:

1. | have reviewed this Annual Disclosure Statement of FitLife Brands, Inc.;

2. Based on my knowledge, this disclosure statement does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this disclosure statement; and

3. Based on my knowledge, the financial statements, and other financial information included or incorporated by
reference in this disclosure statement, fairly present in all material respects the financial condition, results of
operations and cash flows of the issuer as of, and for, the periods presented in this disclosure statement.

July 11, 2022 [Date]
[s/ SUSAN KINNAMAN [CFO'’s Signature]
(Digital Signatures should appear as “/s/ [OFFICER NAME]")




FITLIFE BRANDS, INC.

UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED
DECEMBER 31, 2021 AND 2020
AND ACCOMPANYING NOTES THERETO



TABLE OF CONTENTS

CONSOLIDATED FINANCIAL STATEMENTS:
Consolidated Balance Sheets at December 31, 2021 and 2020
Consolidated Statements of Operations for the years ended December 31, 2021 and 2020
Consolidated Statement of Stockholders’ Equity for the years ended December 31, 2021 and 2020
Consolidated Statements of Cash Flows for the years ended December 31, 2021 and 2020
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS




FITLIFE BRANDS, INC.
CONSOLIDATED BALANCE SHEETS

(Unaudited)
ASSETS:
CURRENT ASSETS
Cash
Accounts receivable, net of allowance of doubtful accounts, $55,000 and $51,000,
respectively

Inventories, net of allowance for obsolescence of $56,000 and $56,000, respectively
Income tax receivable
Prepaid expenses and other current assets

Total current assets

Property and equipment, net
Right of use asset, net of amortization of $322,000 and $272,000, respectively
Intangibles, net of amortization of $30,000 and $0, respectively
Goodwill
Deferred tax asset
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY:
CURRENT LIABILITIES:
Accounts payable
Accrued expense and other liabilities
Product returns
Lease liability - current portion
Total current liabilities
Long-term lease liability, net of current portion
PPP loan
TOTAL LIABILITIES

STOCKHOLDERS' EQUITY:
Preferred stock, $0.01 par value, 10,000,000 shares authorized, none outstanding as of
December 31, 2021 and December 31, 2020
Common stock, $.01 par value, 60,000,000 shares authorized; 4,552,485 and 4,243,272
issued and outstanding as of December 31, 2021 and December 31, 2020, respectively
Treasury stock, 881,311 and 842,524 shares, respectively
Additional paid-in capital
Accumulated deficit
TOTAL STOCKHOLDERS' EQUITY
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

December 31,

December 31,

2021 2020
$ 9,897,000 $ 6,336,000
945,000 1,797,000
6,520,000 3,529,000
- 40,000
295,000 25,000
17,657,000 11,727,000
70,000 98,000
158,000 208,000
192,000 -
358,000 225,000
3,045,000 4,377,000
$ 21,480,000 $ 16,635,000
$ 2,880,000 $ 3,246,000
524,000 538,000
632,000 335,000
55,000 50,000
4,091,000 4,169,000
103,000 158,000
- 453,000
4,194,000 4,780,000
46,000 42,000
(2,087,000) (1,790,000)
32,529,000 32,174,000
(13,202,000) (18,571,000)
17,286,000 11,855,000
$ 21,480,000 $ 16,635,000

The accompanying notes are an integral part of these consolidated financial statements
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CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue
Cost of goods sold
Gross profit

OPERATING EXPENSES:
General and administrative
Selling and marketing
Depreciation and amortization

Total operating expenses

OPERATING INCOME

OTHER EXPENSES (INCOME)
Interest expense (income)
Gain on settlement
Gain on debt forgiveness
Total other expenses (income)

PRE-TAX NET INCOME
PROVISION (BENEFIT) FOR INCOME TAXES

NET INCOME

NET INCOME PER SHARE:
Basic

Diluted
Basic weighted average common shares

Diluted weighted average common shares

FITLIFE BRANDS, INC.

(Unaudited)

Years ended

December 31,
2021 2020

27,903,000 $ 22,110,000
15,409,000 12,573,000
12,494,000 9,537,000
3,651,000 3,047,000
2,564,000 2,106,000
59,000 38,000
6,274,000 5,191,000
6,220,000 4,346,000
(25,000) 6,000

- (70,000)
(453,000) -

(478,000) (64,000)
6,698,000 4,410,000

1,329,000 (4,446,000)
5,369,000 $ 8,856,000
122 $ 2.09
1.10 $ 1.95
4,406,614 4,232,828
4,880,961 4,549,396

The accompanying notes are an integral part of these consolidated financial statements
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FITLIFE BRANDS, INC.
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

(Unaudited)
Additional
Common Stock Treasury Paid-in Accumulated
Shares Amount Stock Capital Deficit Total
YEAR ENDED DECEMBER 31,
2021
JANUARY 1, 2021 4243272 $ 42,000 $ (1,790,000) $ 32,174,000 $ (18,571,000) $ 11,855,000
Repurchase of common stock (36,092) - (260,000) - - (260,000)
Exercise of stock options 65,305 1,000 (37,000) 90,000 - 54,000
Repurchase of options - - - (184,000) - (184,000)
Stock-based compensation 280,000 3,000 - 449,000 - 452,000
Net income - - - 5,369,000 5,369,000
DECEMBER 31, 2021 4,552,485 $ 46,000 $ (2,087 000) $ 32,529,000 $ (13,202,000) $ 17,286,000
YEAR ENDED DECEMBER 31,
2020
JANUARY 1, 2020 4,218,064 $ 42,000 $ (1,619,000) $ 32,025,000 $ (27,427,000) $ 3,021,000
Fair value of common stock issued
for services 4,808 - - 15,000 - 15,000
Repurchase of common stock (47,600) - (171,000) - - (171,000)
Exercise of stock options 68,000 - - 71,000 - 71,000
Stock-based compensation - - - 63,000 - 63,000
Net income - - - 8,856,000 8,856,000
DECEMBER 31, 2020 4243272 ' $ 42,000 $ (1,790 000) $ 32,174,000 $ (18,571,000) $ 11,855,000

The accompanying notes are an integral part of these consolidated financial statements
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FITLIFE BRANDS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Years ended December 31,

2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 5,369,000 $ 8,856,000
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation and amortization 59,000 38,000
Right of use asset amortization and lease liability 50,000 -
Allowance for doubtful accounts 4,000 25,000
Allowance for inventory obsolescence - (74,000)
Fair value of stock and options issued for services 452,000 78,000
Forgiveness of PPP loan (453,000) -
Changes in operating assets and liabilities:
Accounts receivable - trade 974,000 (104,000)
Inventories (2,945,000) (97,000)
Deferred tax asset 1,325,000 (4,370,000)
Prepaid expense (270,000) 20,000
Income tax receivable 40,000 (40,000)
Security deposit - 10,000
Accounts payable (366,000) 1,228,000
Lease liability (50,000) -
Accrued liabilities and other liabilities (6,000) 72,000
Product returns 297,000 79,000
Net cash provided by operating activities 4,480,000 5,721,000
CASH FLOWS FROM INVESTING ACTIVITIES:
Cash paid for acquisition (529,000) -
Net cash used in investing activities (529,000) -
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from exercise of stock options 54,000 71,000
Proceeds from Paycheck Protection Program - 450,000
Repurchases of common stock and options (444,000) (171,000)
Net cash provided by (used in) financing activities (390,000) 350,000
CHANGE IN CASH 3,561,000 6,071,000
CASH, BEGINNING OF PERIOD 6,336,000 265,000
CASH, END OF PERIOD $ 9,897,000 $ 6,336,000
Supplemental disclosure operating activities
Cash paid for interest $ - 8§ 12,000
Cash paid (refunded) for income taxes $ (42,000) $ -

The accompanying notes are an integral part of these condensed consolidated financial statements
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FITLIFE BRANDS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021 AND 2020

NOTE 1. DESCRIPTION OF BUSINESS
Summary

FitLife Brands, Inc. (the “Company”) is a national provider of innovative and proprietary nutritional supplements for health-
conscious consumers marketed under the following brand names: (i) NDS Nutrition, PMD Sports, SirenLabs, CoreActive, Nutrology,
and Metis Nutrition (together, “NDS Products”); and (ii) iSatori, BioGenetic Laboratories, and Energize (together, the "iSatori
Products"). The Company distributes the NDS Products principally through franchised General Nutrition Centers, Inc. (“GNC”) stores
located both domestically and internationally, and, with the launch of Metis Nutrition, through corporate GNC stores in the United
States. The iSatori Products are sold through more than 17,000 retail locations, which include specialty, mass, and online.

FitLife Brands is headquartered in Omaha, Nebraska. For more information on the Company, please go to
www.fitlifebrands.com. The Company’s Common Stock, par value $0.01 per share (“Common Stock”), trades under the symbol “FTLF”
on the over-the-counter market.

Recent Developments
Forward Stock Split

The Board of Directors of the Company (the “Board’) approved a forward stock split of the Company’s authorized, issued and
outstanding shares of common stock, par value $0.01 per share (the “Common Stock™), at a ratio of 4-for-1 (the “Forward Splif”). The
Forward Split was effective as of December 2, 2021, and began trading on such basis on December 8, 2021. Prior to the Forward Split,
the Company was authorized to issue 15.0 million shares of Common Stock. As a result of the Forward Split, the Company is now
authorized to issue 60.0 million shares of Common Stock. The Forward Split did have any effect on the stated par value of the Common
Stock and did not affect the Company’s authorized preferred stock.

All references in this Annual Report to number of common shares, price per share and weighted average number of shares
outstanding have been adjusted to reflect the Forward Split on a retroactive basis as of the earliest period presented, unless otherwise
noted.

Nutrology Asset Purchase

On April 7, 2021, the Company purchased substantially all of the assets of Triple Impact Corporation, a New Jersey corporation
doing business as Nutrology, a nutritional supplement company catering to consumers who prioritize all-natural and plant-based
nutritional supplements. See Note 3 for additional detail regarding the acquisition.

Tax Benefits Preservation Plan

On February 26, 2021, the Board declared a dividend distribution of one right (a “Righ¢”) for each outstanding share of Common
Stock to stockholders of record at the close of business on February 26, 2021 (the “Record Date”). Each Right entitles its holder, under
the circumstances described below, to purchase from the Company one one-thousandth of a share of Series B Junior Participating
Preferred Stock of the Company, par value $0.01 per share (the “Series B Preferred”), at an exercise price of $100.00 per Right, subject
to adjustment. The description and terms of the Rights are set forth in the tax benefits preservation plan (the “7ax Benefits Preservation
Plan”), dated as of February 26, 2021, between the Company and Colonial Stock, as rights agent (and any successor rights agent, the
“Rights Agent”).

F-7



The Company adopted the Tax Benefits Preservation Plan in order to protect shareholder value against a possible limitation on
the Company’s ability to use its Net Operating Losses (“NOLs”) and certain other tax benefits to reduce potential future U.S. federal
income tax obligations. The NOLs are a valuable asset to the Company, which may inure to the benefit of the Company and its
stockholders. However, if the Company experiences an “ownership change,” as defined in Section 382 of the Internal Revenue Code
(“IRC”), its ability to fully utilize the NOLs and certain other tax benefits will be substantially limited and the timing of the usage of the
NOLs and such other benefits could be substantially delayed, which could significantly impair the value of those assets. Generally, an
“ownership change” occurs if the percentage of the Company’s stock owned by one or more of its “five-percent shareholders” (as such
term is defined in Section 382 of the IRC) increases by more than 50 percentage points over the lowest percentage of stock owned by
such stockholder or stockholders at any time over a three-year period. The Tax Benefits Preservation Plan is intended to prevent against
such an “ownership change” by deterring any person or group from acquiring beneficial ownership of 4.99% or more of the Company’s
securities. Subsequent to the end of the fiscal year, the Tax Benefits Preservation Plan expired by its terms on March 1, 2022, and is no
longer in effect.

Share Repurchase Plan

On February 1, 2021, the Board approved an additional amendment to the previously authorized share repurchase program
initially approved by the Board on August 16, 2019, as amended on September 23, 2019 and November 6, 2019 (“Share Repurchase
Program”). Under the terms of the amendment, the Company is authorized to repurchase up to $5.0 million of the Company's Common
Stock, warrants to purchase shares of the Company's Common Stock ("Warrants"), and other securities issued by the Company
("Securities") over the next 24 months at a purchase price, in the case of Common Stock, equal to the fair market value of the Company's
Common Stock on the date of purchase, and in the case of Warrants and Securities, at a purchase price determined by management, with
the exact date and amount of such purchases to be determined by management.

During the year ended December 31, 2021, the Company repurchased 36,092 shares of Common Stock under the Share
Repurchase Program. The Company also purchased 50,840 dilutive in-the-money options from employees at a discount to their intrinsic
value for total consideration of $184,000.

Total
number
of shares
purchased Dollar
Total as part of value of
number Average publicly shares that
of shares price paid announced may yet be
Trade date purchased per share programs purchased
First quarter ended March 31, 2021 - $ - - $ 3610917
Second quarter ended June 30, 2021 36,092 $ 7.13 36,092 § 3,169,917
Third quarter ended September 30, 2021 - 8 - - § 3,169,917
Fourth quarter ended December 31, 2021 - $ - - $ 3,169917
Subtotal 36,092 $ 7.13 36,092 $§ 3,169,917

COVID-19 Pandemic

The COVID-19 pandemic has had an effect on the Company’s employees, business and operations and those of its customers,
vendors and business partners. In this respect, the temporary or permanent closure of some of our retail partners’ store locations and the
stay-at-home orders that occurred early in the pandemic negatively affected our results from operations, although much of the impact
has been offset by an increase in revenue attributable to online sales, and increased sales during the more recent quarters. Our future
financial position and operating results could be materially and adversely affected in the event that a resurgence of COVID-19 cases
leads to new stay-at-home orders and/or further disruptions in both our supply chain and manufacturing lead-times, which could lower
demand for the Company’s products and/or prevent the Company from producing and delivering its products in a timely manner,
although the extent of these effects cannot be determined at this time. The Company expects to continue to assess the evolving impact
of the COVID-19 pandemic and intends to make adjustments to its business and operations accordingly.
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CARES Act

The Coronavirus Aid, Relief, and Economic Security Act ("CARES Act") was enacted on March 27, 2020 in the United States.
On April 27, 2020, the Company received proceeds from a loan in the amount of $449,700 from its lender, CIT Bank, N.A. (the “PPP
Lender”), pursuant to approval by the U.S. Small Business Administration (the “SBA”) for the PPP Lender to fund the Company’s
request for a loan under the SBA’s Paycheck Protection Program (“PPP Loan”) created as part of the CARES ACT administered by the
SBA (the “Loan Agreement”). In accordance with the requirements of the CARES Act, the Company used the proceeds from the PPP
Loan primarily for payroll costs, covered rent payments, and covered utilities during the eight-week period commencing on the date of
loan approval. The PPP Loan was scheduled to mature on April 27, 2022, had a 1.0% interest rate, and was subject to the terms and
conditions applicable to all loans made pursuant to the Paycheck Protection Program as administered by the SBA under the CARES
Act. The Company was informed by the PPP Lender and the SBA that the full balance of the PPP Loan, including accrued interest, was
forgiven on January 15, 2021.

The CARES Act permits employers to defer payment of the employer portion of payroll taxes owed on wages paid through

December 31, 2020 for a period of up to two years. Through December 31, 2021, the Company deferred payment of $45,000, which
amount has been expensed and is included in accrued liabilities.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company prepares its financial statements in accordance with accounting principles generally accepted in the United States
of America. Significant accounting policies are as follows:

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and NDS Nutrition Products, Inc. Intercompany
accounts and transactions have been eliminated in the consolidated financial statements.

Use of Estimates and Assumptions

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
(“GAAP”) requires management to make estimates and assumptions that affect (i) the reported amounts of assets and liabilities, (ii) the
disclosure of contingent assets and liabilities known to exist as of the date the financial statements are published, and (iii) the reported
amount of net sales and expense recognized during the periods presented.

Those estimates and assumptions include estimates for reserves of uncollectible accounts receivable, allowance for inventory
obsolescence, depreciable lives of property and equipment, analysis of impairment of goodwill, realization of deferred tax assets,
accruals for potential liabilities and assumptions made in valuing stock instruments issued for services. Management evaluates these
estimates and assumptions on a regular basis. Actual results could differ from those estimates.

Revenue Recognition

The Company’s revenue is comprised of sales of nutritional supplements to consumers, primarily through GNC stores.

The Company accounts for revenues in accordance with Accounting Standards Codification (“4SC”) 606, Revenue from
Contracts with Customers. The underlying principle of ASC 606 is to recognize revenue to depict the transfer of goods or services to
customers at the amount expected to be collected. ASC 606 creates a five-step model that requires entities to exercise judgment when
considering the terms of contract(s), which includes (1) identifying the contract(s) or agreement(s) with a customer, (2) identifying our
performance obligations in the contract or agreement, (3) determining the transaction price, (4) allocating the transaction price to the
separate performance obligations, and (5) recognizing revenue as each performance obligation is satisfied. Under ASC 606, revenue is
recognized when performance obligations under the terms of a contract are satisfied, which occurs for the Company upon shipment or
delivery of products or services to our customers based on written sales terms, which is also when control is transferred. Revenue is
measured as the amount of consideration we expect to receive in exchange for transferring the products or services to a customer.
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All products sold by the Company are distinct individual products and consist of nutritional supplements and related supplies.
The products are offered for sale solely as finished goods. Other than promotional activities, which can vary from time to time but
nevertheless are entirely within the Company’s control, contracts with customers contain no incentives or discounts that could cause
revenue to be allocated or adjusted over time. Payment for sales is generally made by check, credit card, or wire transfer. Historically
the Company has not experienced any significant payment delays from customers.

For direct-to-consumer sales, the Company allows for returns within 30 days of purchase. Our wholesale customers such as
GNC, may return products to the Company under certain circumstances, which include expired or soon-to-be-expired products located
in GNC corporate stores or at any of its distribution centers, and products that are subject to a recall or that contain an ingredient or
ingredients that are subject to a recall by the U.S. Food and Drug Administration.

A right of return does not represent a separate performance obligation, but because customers are allowed to return products,
the consideration to which the Company expects to be entitled is variable. Upon evaluation of returns, the Company determined that
less than 3% of products are returned, and therefore believes it is probable that such returns will not cause a significant reversal of
revenue in the future. We assess our contracts and the reasonableness of our conclusions on a quarterly basis.

Customer Concentration

Total net sales to GNC during 2021 and 2020 were $19,740,000, and $15,614,000, respectively, representing 71% and 71% of
total revenue, respectively. Accounts receivable attributable to GNC before adjusting for product return reserves as of December 31,
2021 and 2020 were $624,000 and $1,907,000, respectively, representing 68% and 88% of the Company’s total accounts receivable
balance, respectively. The loss of this customer would have a material adverse effect on the Company’s business, financial condition,
and results of operation.

Accounts Receivable and Allowance for Doubtful Accounts

All of the Company’s accounts receivable balance is related to trade receivables. Trade accounts receivable are recorded at the
invoiced amount and do not bear interest. The allowance for doubtful accounts is the Company’s best estimate of the amount of probable
credit losses in its existing accounts receivable. The Company will maintain allowances for doubtful accounts, estimating losses resulting
from the inability of its customers to make required payments for products. Accounts with known financial issues are first reviewed and
specific estimates are recorded. The remaining accounts receivable balances are then grouped into categories by the amount of days the
balance is past due, and the estimated loss is calculated using the invoice balances that are over 90 days past due. Account balances are
charged off against the allowance when it is probable that the receivable will not be recovered. We maintain an insurance policy for
iSatori Products for international shipments, which protects the Company in the event the international distributor does not or cannot
remit payment.

As of December 31, 2021 and 2020, the Company had provided a reserve for doubtful accounts of $55,000 and $51,000,
respectively.
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Product Returns, Sales Incentives and Other Forms of Variable Consideration

In measuring revenue and determining the consideration the Company is entitled to as part of a contract with a customer, the
Company takes into account the related elements of variable consideration. Such elements of variable consideration include, but are not
limited to, product returns and sales incentives, such as markdowns and margin adjustments. For these types of arrangements, the
adjustments to revenue are recorded at the later of when (i) the Company recognizes revenue for the transfer of the related products to
the customers, or (ii) the Company pays, or promises to pay, the consideration.

We currently have a 30-day product return policy for NDS Products, which allows for a 100% sales price refund for the return
of unopened and undamaged products purchased from us online through one of our websites. Product sold to GNC may be returned
from store shelves or the distribution center in the event product is damaged, short dated, expired or recalled. Information for product
returns is received on regular basis and adjusted for accordingly. Adjustments for returns are based on factual information and historical
trends for both NDS products and iSatori products and are specific to each distribution channel. We monitor, among other things,
remaining shelf life and sell through data on a weekly basis. If we determine there are any risks or issues with any specific products, we
accrue sales return allowances based on management’s assessment of the overall risk and likelihood of returns in light of all information
available.

GNC maintains a customer satisfaction program that allows customers to return product to the store for credit or refund. Subject
to certain terms and restrictions, GNC may require reimbursement from vendors for unsaleable returned product through either direct
payment or credit against a future invoice. We also support a product return policy for iSatori Products, whereby customers can return
product for credit or refund. Product returns can and do occur from time to time and can be material.

For the sale of goods with a right of return, the Company estimates variable consideration using the most likely amount method
and recognizes revenue for the consideration it expects to be entitled to when control of the related product is transferred to the customers
and records a product returns liability for the amount it expects to credit back its customers. Under this method, certain forms of variable
consideration are based on expected sell-through results, which requires subjective estimates. These estimates are supported by historical
results as well as specific facts and circumstances related to the current period. In addition, the Company recognizes an asset included
in Inventories and a corresponding adjustment to Cost of Goods Sold for the right to recover goods from customers associated with the
estimated returns. The product returns liability and corresponding asset include estimates that directly impact reported revenue. These
estimates are calculated based on a history of actual returns, estimated future returns and information provided by customers regarding
their inventory levels. Consideration of these factors results in an estimate for anticipated sales returns that reflects increases or decreases
related to seasonal fluctuations. In addition, as necessary, product returns liability and the related assets may be established for significant
future known or anticipated events. The types of known or anticipated events that are considered, and will continue to be considered,
include, but are not limited to, changes in the retail environment and the Company's decision to continue to support new and existing
products.

Information for product returns is received on regular basis and adjusted for accordingly. Adjustments for returns are based on
factual information and historical trends for both NDS products and iSatori products and are specific to each distribution channel. We
monitor, among other things, remaining shelf life and sell-through data on a weekly basis. If we determine there are any risks or issues
with any specific products, we accrue sales return allowances based on management’s assessment of the overall risk and likelihood of
returns in light of all information available.

Total allowance for product returns, sales returns and incentive programs as of December 31, 2021 and 2020 amounted to
$632,000 and $335,000, respectively.
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Cost of Goods Sold

Cost of goods sold is comprised of the costs of products, in-bound freight charges, shipping and handling costs, purchase and
receiving costs, and commissions paid to Amazon and other online selling platforms. Other expenses not related to the production and
distribution of our products is classified as operating expense.

Cash and Cash Equivalents

The Company’s cash balances on deposit with banks are guaranteed by the Federal Deposit Insurance Corporation up to
$250,000 at December 31, 2021. The Company may be exposed to risk for the amounts of funds held in bank accounts more than the
insurance limit. In assessing the risk, the Company’s policy is to maintain cash balances with high-quality financial institutions. The
Company had cash balances more than the guarantee during the years ended December 31, 2021 and 2020.

Inventory

Inventory is stated at the lower of cost to purchase and/or manufacture the inventory or the current estimated market value of
the inventory. We regularly review our inventory quantities on hand and record a provision for excess and obsolete inventory based
primarily on our estimated forecast of product demand and/or our ability to sell the product(s) concerned and production requirements.
Demand for our products can fluctuate significantly. Factors that could affect demand for our products include unanticipated changes in
consumer preferences, general market conditions or other factors, which may result in cancellations of advance orders or a reduction in
the rate of reorders placed by customers. Additionally, our management’s estimates of future product demand may be inaccurate, which
could result in an understated or overstated provision required for excess and obsolete inventory.

As of December 31, 2021 and 2020, the aggregate allowance for expiring, slow moving and excess inventory amounted to
$56,000 and $56,000, respectively.

Property and Equipment

Property and equipment is recorded at cost and depreciated over the estimated useful lives of the assets using the straight-line
method. The Company amortizes leasehold improvements over the estimated life of these assets or the term of the lease, whichever is
shorter. When items are retired or otherwise disposed of, income is charged or credited for the difference between net book value and
proceeds realized. Ordinary maintenance and repairs are charged to expense as incurred, and replacements and betterments are
capitalized.

The range of estimated useful lives used to calculate depreciation for principal items of property and equipment are as follows:

Asset Category Depreciation / Amortization Period
Furniture and fixtures 3 years
Office equipment 3 years
Leasehold improvements 5 years

Management regularly reviews property, equipment and other long-lived assets for possible impairment. This review occurs
annually or more frequently if events or changes in circumstances indicate the carrying amount of the asset may not be recoverable.
Based upon management’s annual assessment, there were no indicators of impairment of the Company’s property and equipment and
other long-lived assets as of December 31, 2021 and 2020.
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Goodwill and Intangible Assets

In January 2017, the FASB issued ASU 2017-04, Intangibles - Goodwill and Other (Topic 350): Simplifying the Accounting
for Goodwill Impairment. ASU 2017-04 removes Step 2 of the goodwill impairment test, which required a hypothetical purchase price
allocation. A goodwill impairment will now be the amount by which a reporting unit’s carrying value exceeds its fair value, not to
exceed the carrying amount of goodwill. This update also eliminated the requirements for any reporting unit with a zero or negative
carrying amount to perform a qualitative assessment and, if it fails that qualitative test, to perform Step 2 of the goodwill impairment
test. The Company adopted ASU 2017-04 on January 1, 2020 and applied the requirements prospectively.

Identifiable intangible assets are stated at cost and accounted for based on whether the useful life of the asset is finite or
indefinite. Identified intangible assets with finite useful lives are amortized using the straight-line methods over their estimated useful
lives, which was originally ten years. Intangible assets with indefinite lives are not amortized to operations, but instead are reviewed for
impairment at least annually, or more frequently if there is an indicator of impairment. The Company does not own any indefinite lived
intangible assets.

There were no impairment charges incurred during the years ended December 31, 2021 and 2020.
Income Taxes

The Company accounts for income taxes under Financial Accounting Standards Board’s (“FASB”’) ASC 740 “Income Taxes”.
Under the asset and liability method of ASC 740, deferred tax assets and liabilities are recognized for the expected future tax
consequences of events that have been included in the financial statements or tax returns. Under this method, deferred tax assets and
liabilities are determined based on the differences between the financial reporting and tax bases of assets and liabilities using enacted
tax rates in effect for the year in which the differences are expected to reverse. The deferred tax assets of the Company relate primarily
to operating loss carryforwards for federal income tax purposes.

As discussed in more detail in Note 9, during the fourth quarter of fiscal 2020, management determined that it is more likely
than not that the Company will be able to utilize the majority of its net operating loss carryforwards. The release of a substantial portion
of the reserve against the Company’s deferred tax assets resulted in an income tax benefit of $4,370,000 for 2020, and a corresponding
increase in net income of the same amount.

The Company periodically evaluates its tax positions to determine whether it is more likely than not that such positions would
be sustained upon examination by a tax authority for all open tax years, as defined by the statute of limitations, based on their technical
merits. The Company accrues interest and penalties, if incurred, on unrecognized tax benefits as components of the income tax provision
in the accompanying consolidated statements of operations. As of December 31, 2021, and 2020, the Company has not established a
liability for uncertain tax positions.

Net Income Per Share

Basic net income per share is computed by dividing net income by the weighted average number of common shares outstanding
for the period. Diluted earnings per share is computed by dividing the net income available to common stockholders by the weighted
average number of common shares outstanding plus the number of additional common shares that would have been outstanding if all
dilutive potential common shares had been issued using the treasury stock method. Potential common shares are excluded from the
computation when their effect is antidilutive. The dilutive effect of potentially dilutive securities is reflected in diluted net income per
share if the exercise prices were lower than the average fair market value of common shares during the reporting period.

The following potentially dilutive shares were excluded from the shares used to calculate diluted earnings per share as their
inclusion would be anti-dilutive:

December 31,

2021 2020
Options 18,828 22,300
Total 18,828 22,300




Fair Value Measurements

The Company uses various inputs in determining the fair value of its investments and measures these assets on a recurring
basis. Financial assets recorded at fair value in the balance sheets are categorized by the level of objectivity associated with the inputs
used to measure their fair value. ASC 820 establishes a three-level valuation hierarchy for the use of fair value measurements based
upon the transparency of inputs to the valuation of an asset or liability as of the measurement date:

e Level 1 - Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted
assets or liabilities.

e Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly
or indirectly, including quoted prices for similar assets or liabilities in active markets; quoted prices for identical or similar
assets or liabilities in markets that are not active; inputs other than quoted prices that are observable for the asset or liability
(e.g., interest rates); and inputs that are derived principally from or corroborated by observable market data by correlation
or other means.

e Level 3 - Inputs that are both significant to the fair value measurement and unobservable. These inputs rely on
management's own assumptions about the assumptions that market participants would use in pricing the asset or liability.
The unobservable inputs are developed based on the best information available in the circumstances and may include the
Company’s own data.

The carrying amounts of financial assets and liabilities, such as cash and cash equivalents, accounts receivable and accounts
payable, approximate their fair values because of the short maturity of these instruments. The carrying values of the line of credit, notes
payable and long-term financing obligations approximate their fair values due to the fact that the interest rates on these obligations are
based on prevailing market interest rates.

Stock Compensation Expense

The Company periodically issues stock options and warrants to employees and non-employees in non-capital raising
transactions for services rendered. The Company accounts for stock option and warrant grants issued and vesting to employees based
on the authoritative guidance provided by the Financial Accounting Standards Board (“F4SB”’) where the value of the award is measured
on the date of grant and recognized as compensation on the straight-line basis over the vesting period.

For prior periods until December 31, 2018 the Company accounted for share-based compensation issued to non-employees and
consultants in accordance with the provisions of FASB ASC 505-50, Equity-Based Payments to Non-Employees. Measurement of share-
based payment transactions with non-employees is based on the fair value of whichever is more reliably measurable: (a) the goods or
services received or (b) the equity instruments issued. The final fair value of the share-based payment transaction is determined at the
performance completion date.

In June 2018, the FASB issued ASU 2018-07, Compensation - Stock Compensation (Topic 718): Improvements to
Nonemployee Share-Based Payment Accounting (“ASU 2018-07”). The guidance was issued to simplify the accounting for share-based
transactions by expanding the scope of ASU 2018-07 from only being applicable to share-based payments to employees to also include
share-based payment transactions for acquiring goods and services from nonemployees. As a result, nonemployee share-based
transactions will be measured by estimating the fair value of the equity instruments at the grant date, taking into consideration the
probability of satisfying performance conditions. We adopted ASU 2018-07 on January 1, 2019. The adoption of the standard did not
have a material impact on our financial statements for the year ended December 31, 2019 or the previously reported financial statements.
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The fair value of the Company’s stock option and warrant grants are estimated using the Black-Scholes option pricing model,
which uses certain assumptions related to risk-free interest rates, expected volatility, expected life of the stock options or warrants, and
future dividends. Compensation expense is recorded based upon the value derived from the Black-Scholes option pricing model and
based on actual experience. The assumptions used in the Black-Scholes option pricing model could materially affect compensation
expense recorded in future periods.

Segments

The Company operates in one segment for the distribution of our products. In accordance with the “Segment Reporting” Topic
of ASC 280, the Company’s chief operating decision maker has been identified as the Chief Executive Officer, who reviews operating
results to make decisions about allocating resources and assessing performance for the entire Company. Existing guidance, which is
based on a management approach to segment reporting, establishes requirements to report selected segment information quarterly and
to report annually entity-wide disclosures about products and services, major customers, and the countries in which the entity holds
material assets and reports revenue. All material operating units qualify for aggregation under “Segment Reporting” due to their similar
customer base and similarities in: economic characteristics; nature of products and services; and procurement, manufacturing and
distribution processes. Since the Company operates in one segment, all financial information required by “Segment Reporting” can be
found in the accompanying consolidated financial statements.

Recently Adopted Accounting Pronouncements

In February 2016, the FASB issued ASU 2016-02, Leases. This update requires the recognition of a right-of-use asset and a
corresponding lease liability, initially measured at the present value of the lease payments, for all leases with terms longer than 12
months. For operating leases, the asset and liability will be expensed over the lease term on a straight-line basis, with all cash flows
included in the operating section of the statement of cash flows. For finance leases, interest on the lease liability will be recognized
separately from the amortization of the right-of-use asset in the statement of comprehensive income and the repayment of the principal
portion of the lease liability will be classified as a financing activity while the interest component will be included in the operating
section of the statement of cash flows. ASU 2016-02 is effective for annual and interim reporting periods beginning after December 15,
2019.

In January 2017, the FASB issued ASU 2017-04, Intangibles - Goodwill and Other (Topic 350): Simplifying the Accounting
for Goodwill Impairment. ASU 2017-04 removes Step 2 of the goodwill impairment test, which required a hypothetical purchase price
allocation. A goodwill impairment will now be the amount by which a reporting unit’s carrying value exceeds its fair value, not to
exceed the carrying amount of goodwill. This update also eliminated the requirements for any reporting unit with a zero or negative
carrying amount to perform a qualitative assessment and, if it fails that qualitative test, to perform Step 2 of the goodwill impairment
test. The Company adopted ASU 2017-04 on January 1, 2020 and applied the requirements prospectively.

Other recent accounting pronouncements issued by the FASB, including its Emerging Issues Task Force, the American Institute
of Certified Public Accountants, and the Securities and Exchange Commission did not or are not believed by management to have a

material impact on the Company’s present or future financial statements.

Recently Issued Accounting Pronouncements

In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments. The amendments included in ASU 2016-13 require the measurement of all expected credit losses for
financial assets held at the reporting date based on historical experience, current conditions, and reasonable and supportable forecasts.
Although the new standard, known as the current expected credit loss (CECL) model, has a greater impact on financial institutions, most
other organizations with financial instruments or other assets (trade receivables, contract assets, lease receivables, financial guarantees,
loans and loan commitments, and held-to-maturity (HTM) debt securities) are subject to the CECL model and will need to use forward-
looking information to better evaluate their credit loss estimates. Many of the loss estimation techniques applied today will still be
permitted, although the inputs to those techniques will change to reflect the full amount of expected credit losses. In addition, the ASU
amends the accounting for credit losses on available-for-sale debt securities and purchased financial assets with credit deterioration.
ASU 2016-13 was originally effective for public companies for fiscal years beginning after December 15, 2019. In November of 2019,
the FASB issued ASU 2019-10, which delayed the implementation of ASU 2016-13 to fiscal years beginning after December 15, 2022
for smaller reporting companies. The Company is currently evaluating the impact that the adoption of this guidance will have on its
consolidated financial statements.
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NOTE 3. BUSINESS COMBINATION

On April 7, 2021, the Company closed on the purchase of substantially all of the assets of Triple Impact Nutrition (the
“Acquisition”), a New Jersey corporation doing business as Nutrology, a nutritional supplement company catering to consumers who
prioritize all-natural and plant-based nutritional supplements. Under the terms of the Asset Purchase Agreement (the “4PA”), the
Company agreed to pay cash consideration of $500,000, subject to certain working capital adjustments set forth in the APA. Total
consideration paid, including the effects of the working capital adjustment, was $529,000.

The Acquisition was accounted for as a business combination under the acquisition method of accounting. The purchase price
of $529,000 was allocated to the tangible and intangible assets acquired based on their fair values on the acquisition date of April 7,
2021. The Company assumed no liabilities as part of the Acquisition, and no employees of Nutrology became employees of the
Company. The excess of the purchase price over the net assets acquired is recorded as goodwill. The goodwill is attributable to synergies
from leveraging Nutrology’s strong all-natural and plant-based nutritional supplements, customer relationships and website domain
name to enter into new sales with consumers for future growth and expansion. The Company incurred transaction costs of approximately
$49,000 related to the Acquisition, of which $30,000 was expensed as incurred during the second quarter of 2021 as part of general and
administrative expenses on the Consolidated Statement of Operations. The remaining $19,000 of transaction costs was expensed as
incurred during the third quarter of 2021.

Included in the Company’s Consolidated Statement of Operations from the acquisition date of April 7, 2021 for the period
ended December 31, 2021 are revenue of $885,000 and gross profit of $338,000.

Below is a summary of the fair value of assets assumed as of the date of acquisition.

Assets Acquired: Fair Value

Accounts receivable $ 48,000
Inventory 126,000
Intangibles 222,000
Goodwill 133,000
Fair value of assets acquired and consideration transferred $ 529,000

The fair values of acquired assets assumed represent management’s estimate of fair value utilizing a third-party appraiser and
are subject to change if additional information becomes available. Goodwill will not be amortized but instead will be tested for
impairment at least annually (or more frequently if indicators of impairment arise). In the event management determines that the
goodwill has become impaired, the Company will incur an accounting charge for the amount of the impairment during the fiscal quarter
in which the determination is made. The goodwill arising from the Acquisition is deductible for tax purposes.

Our estimate of intangible assets related to the Acquisition consists of non-contractual customer relationships, trademarks,
formulations, and a website domain name. The value of the customer relationships was determined using the income approach,
trademarks and formulations was determine using the relief from royalty method, and the website domain name was based on the
replacement method cost approach. All methods are considered Level 3 fair value measurements.
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Intangible assets are amortized on a straight-line basis over their estimated useful lives. The following table sets forth the
components of the identifiable intangible assets acquired and their estimated useful lives as of the date of acquisition.

Useful Life
Fair Value (Years)
Client relationships $ 80,000 4
Formulations 70,000 4
Trademarks 60,000 Indefinite
Website 12,000 3
Total identifiable assets $ 222,000

Amortization expense was $30,000 for the year ended December 31, 2021 compared to $0 for the year ended December 31,
2020.

NOTE 4. INVENTORIES

The global supply chain for nutritional supplement ingredients and components has been adversely affected by the continuing
COVID-19 pandemic and other variables. In response to these challenges, the Company made the decision to significantly increase its
finished goods inventory, particularly for its best-selling products, in an attempt to avoid future stockouts. As a result, finished goods
inventory has increased from approximately $2.9 million as of December 31, 2020 to $5.9 million as of December 31, 2021.

The Company’s inventories as of December 31, 2021 and 2020 were as follows:

December 31, December 31,
2021 2020
Finished goods 5,908,000 2,917,000
Components 668,000 668,000
Allowance for obsolescence (56,000) (56,000)
Total 6,520,000 3,529,000
NOTE 5. PROPERTY AND EQUIPMENT
The Company had fixed assets as of December 31, 2021 and 2020 as follows:
December 31, December 31,
2021 2020
Equipment 902,000 902,000
Accumulated depreciation (832,000) (804,000)
Total 70,000 98,000

Depreciation expense was $28,000 for the year ended December 31, 2021 compared to $38,000 for the year ended December
31, 2020.

NOTE 6. NOTES PAYABLE

Line of Credit — CIT Bank

On September 24, 2019, the Company entered into a Revolving Line of Credit Agreement (the “Line of Credit Agreement”)
with Mutual of Omaha Bank, (the “Lender”), subsequently acquired by CIT Bank N.A., providing the Company with a $2.5 million line
of credit (the “Line of Credit”). The Line of Credit allows the Company to request advances thereunder and to use the proceeds of such
advances for working capital purposes until the Maturity Date, unless renewed at maturity upon approval by the Company’s Board of
Directors and the Lender. The Line of Credit is secured by all assets of the Company.

Advances drawn under the Line of Credit bear interest at an annual rate of the one-month LIBOR rate plus 2.75%, and each
advance will be payable on the Maturity Date with the interest on outstanding advances payable monthly. The Company may, at its



option, prepay any borrowings under the Line of Credit, in whole or in part at any time prior to the Maturity Date, without premium or
penalty.
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On March 20, 2020, the Lender advanced the Company $2.5 million under the Line of Credit, which amount was repaid on
April 29, 2020. The advance was intended to provide the Company with additional liquidity given the uncertainty regarding the timing
of collection of certain accounts receivable and in anticipation of an expected negative impact on sales to GNC and our other wholesale
customers resulting from the COVID-19 outbreak.

On August 4, 2021, the Company and the Lender amended the Line of Credit Agreement to extend the Maturity Date to
September 23, 2022. All other terms of the Line of Credit Agreement remain unchanged.

Paycheck Protection Program Loan

On April 27, 2020, the Company received proceeds from a loan in the amount of $449,700 from the PPP Lender, pursuant to
approval by the SBA for the PPP Lender to fund the Company’s request for the PPP Loan created as part of the recently enacted CARES
Act administered by the SBA. In accordance with the requirements of the CARES Act, the Company used the proceeds from the PPP
Loan primarily for payroll costs, covered rent payments, and covered utilities during the eight-week period commencing on the date of
loan approval. The PPP Loan was scheduled to mature on April 27, 2022, had a 1.0% interest rate, and was subject to the terms and
conditions applicable to all loans made pursuant to the Paycheck Protection Program as administered by the SBA under the CARES
Act. The Company was informed by the PPP Lender and the SBA that the full balance of the PPP Loan, including accrued interest, was
forgiven on January 15, 2021.

NOTE 7 - RIGHT OF USE ASSETS AND LIABILITIES

In prior years, the Company entered into several non-cancellable leases for its office facilities and equipment. The lease
agreements range from 36 months to 84 months and require monthly payments ranging between $200 and $7,000 through October 2024.
On January 1, 2019, the Company adopted Topic 842, Leases which requires a lessee to record a right-of-use asset and a corresponding
lease liability at the inception of the lease initially measured at the present value of the lease payments. The Company classified the
leases as operating leases and determined that the fair value of the lease assets and liability at the inception of the leases was $480,000
using a discount rate of 9%.

During the year ended December 31, 2021, the Company made payments resulting in a $50,000 reduction in the lease liability.
As of December 31, 2021, lease liability amounted to $158,000. Topic 842 requires recognition in the statement of operations of a single
lease cost, calculated so that the cost of the lease is allocated over the lease term, generally on a straight-line basis. Rent expense,
including real estate taxes, for the year ended December 31, 2021 was $92,000. The right-of-use asset at December 31, 2021 was
$158,000, net of amortization of $322,000.

Year ended
December 31,
2021
Lease Cost
Operating lease cost (included in general and administrative in the Company's unaudited and consolidated
statement of operations) $ 92,000
Other information
Cash paid for amounts included in the measurement of lease liabilities for 2021 -
Weighted average remaining lease term - operating leases (in years) 2.8
Average discount rate - operating leases 9%
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The supplemental balance sheet information related to leases for the period is as follows:

At
December 31,
Operating leases 2021
Long-term right-of-use assets $ 158,000
Short-term operating lease liabilities $ 55,000
Long-term operating lease liabilities 103,000
Total operating lease liabilities $ 158,000
Maturities of the Company's lease liabilities are as follows (in thousands):
Operating
Year ending leases
2022 $ 67,000
2023 61,000
2024 51,000
Less: Imputed interest/present value discount (21,000)
Present value of lease liabilities $ 158,000

NOTE 8. EQUITY

The Board approved a forward stock split of the Company’s Common Stock at a ratio of 4-for-1 (the “Forward Split”), effective
as of December 2, 2021. Prior to the Forward Split, the Company was authorized to issue 15.0 million shares of Common Stock. As a
result of the Forward Split, the Company is now authorized to issue 60.0 million shares of Common Stock, $0.01 par value per share,
of which 4,552,485 and 4,243,272 shares of Common Stock were issued and outstanding as of December 31, 2021 and 2020,
respectively. The Forward Split did have any effect on the stated par value of the Common Stock and did not affect the Company’s
authorized preferred stock.

a. Common Stock Issued for Services

In July 2018, in connection with the appointment of Mr. Dayton Judd as Chief Executive Officer, the Company granted Mr.
Judd an aggregate of 180,000 shares of restricted Common Stock, which included vesting conditions subject to the achievement of
certain market prices of the Company’s Common Stock. Such shares were also subject to forfeiture in the event Mr. Judd resigned from
his position or was terminated by the Company. As the vesting of the 180,000 shares of restricted Common Stock was subject to certain
market conditions, pursuant to current accounting guidelines, the Company determined the fair value to be $105,000, computed using
Monte Carlo simulations on a binomial model with the assistance of a valuation specialist using a derived service period of nine years.
As of December 31, 2020, all of the shares were fully vested and there was no remaining compensation cost to be expensed.

In February 2021, the Company granted Mr. Judd an aggregate of 160,000 restricted share units (“RSUs”). Each RSU converted
into one share of the Company’s Common Stock upon vesting. The RSUs vested as follows: (1) 40,000 shares at such date that the 30-
day volume-weighted average price of Common Stock meets or exceeds $7.50, (ii) 40,000 shares at such date that the 30-day volume-
weighted average price of Common Stock meets or exceeds $9.00, (iii) 40,000 shares at such date that the 30-day volume-weighted
average price of Common Stock meets or exceeds $10.50, and (iv) 40,000 shares at such date that the 30-day volume-weighted average
price of Common Stock meets or exceeds $12.00. The RSUs were subject to forfeiture in the event Mr. Judd resigned from his position
or was terminated by the Company. As the vesting of the RSUs was subject to certain market conditions, pursuant to current accounting
guidelines, the Company determined the fair value to be $666,000, computed using Monte Carlo simulations on a binomial model with
the assistance of a valuation specialist. During the year ended December 31, 2021, the Company expensed $349,000 as a compensation
cost. As of December 31, 2021, there was $317,000 of unamortized compensation expense associated with the grant of the RSUs. As of
December 31, 2021, the vesting conditions for all of the RSUs had been met, and the shares were included in the outstanding share count
as of the end of the year.
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b. Share Repurchase Program

On August 16, 2019, the Company's Board authorized management to repurchase up to $500,000 of the Company's Common
Stock over the following 24 months, which Share Repurchase Program was previously reported on the Company's Current Report on
Form 8-K filed August 20, 2019. On September 23, 2019, the Board approved an amendment to the Company’s Share Repurchase
Program to increase the repurchase of up to $1,000,000 of the Company's Common Stock, its Series A Preferred, and Warrants, over
the following 24 months, at a purchase price, in the case of Common Stock, equal to the fair market value of the Company's Common
Stock on the date of purchase, and in the case of Series A Preferred and Warrants, at a purchase price determined by management, with
the exact date and amount of such purchases to be determined by management. On November 6, 2019, the Company’s Board of Directors
amended the previously approved Share Repurchase Program to increase the amount of authorized repurchases to $2.5 million, and on
February 1, 2021, the Company’s Board of Directors amended previously approved Share Repurchase Program to increase the amount
of authorized repurchases to $5.0 million. All other terms of the Share Repurchase Program remain unchanged.

During the year ended December 31, 2021, the Company repurchased 36,092 shares of Common Stock under the Share
Repurchase Program. The Company also purchased 50,840 dilutive in-the-money options from employees at a discount to their intrinsic
value for total consideration of $184,000. The Company is accounting for repurchased shares as treasury stock.

Options

Information regarding options outstanding as of December 31, 2021 is as follows:

Weighted
Weighted Average
Average Remaining
Number of Exercise Life
Options Price (Years)
Outstanding, December 31, 2019 597,140 $ 2.94 5.0
Issued - -
Exercised (68,000) 1.05
Forfeited (158,000) 4.76
Outstanding, December 31, 2020 371,140 $ 2.51 5.9
Issued 128,000 5.03
Exercised (68,000) 3.48
Forfeited - -
Repurchased (50,840) 3.48
Outstanding, December 31, 2021 380,300 $ 3.44 6.2
Outstanding Exercisable
Weighted Weighted Weighted
Exercise Average Average Number of Average
Price Per Total Number Remaining Exercise Vested Exercise
share of Options Life (Years) Price Options Price
$0.70 - 5.24 358,000 65 §$ 2.25 314,000 $ 1.14
$525 - 36.09 22,300 18 § 22.55 22,300 S 22.55
380,300 62 8§ 3.44 336,300 § 2.56

The closing stock price for the Company’s stock on December 31, 2021 was $16.00, resulting in an intrinsic value of
outstanding options of $4,972,000.

During the year ended December 31, 2021, the Company granted stock options to employees for services rendered to purchase
128,000 shares of Company Common Stock. The stock options are exercisable at an average price of $5.03 per share, expire in five or
ten years and vest as follows: one-fourth vested immediately upon issuance, and the remainder vest equally in equal annual installments
over a period of three years from grant date.
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The total fair value of these options at grant date was approximately $185,000, which was determined using the Black-Scholes
option pricing model with the following average assumption: stock price of $5.01 per share, expected term of four years, volatility of
40%, dividend rate of 0% and risk-free interest rate of 1.19%. The risk-free interest rate is based on the U.S. Treasury yield curve in
effect at the time of measurement corresponding with the expected term of the share option award; the expected term represents the
weighted-average period of time that share option awards granted are expected to be outstanding giving consideration to vesting
schedules and historical participant exercise behavior; the expected volatility is based upon historical volatility of the Company’s
Common Stock; and the expected dividend yield is based on the fact that the Company has not paid dividends in the past and does not
expect to pay dividends in the future.

During the year ended December 31, 2021, the Company recognized compensation expense of $100,000 based upon the vesting
of outstanding options. As of December 31, 2021, there was $85,000 of unvested stock compensation that will be recognized as an

expense in future periods as the options vest.

During the year ended December 31, 2020, the Company did not grant any stock options. However, the Company recognized
compensation expense of $29,000 based upon the vesting of outstanding options.

Warrants

Total outstanding warrants to purchase shares of Common Stock as of December 31, 2021 and 2020 amounted to 143,480.
Total intrinsic value as of December 31, 2021 amounted to $2,131,000.

During the years ended December 31, 2021 and 2020, no warrants were granted and no warrants expired.

Outstanding Exercise Price Issuance Date Expiration Date Vesting
143,480 $ 1.15 11/13/18 11/13/23 Yes

NOTE 9. INCOME TAXES

The Company had available federal net operating loss carryforwards (“NOLs”) of approximately $14.8 million and $21.5
million as of December 31, 2021 and 2020, respectively, to reduce future taxable income. The federal carryforward expires between
2029 through 2037. Due to the restrictions imposed by Internal Revenue Code Section 382 regarding substantial changes in ownership
of companies with loss carryforwards, the utilization of the Company’s NOLs may be limited to statutory limits as a result of change in
stock ownership. NOLs incurred subsequent to the latest change in control are not subject to the limitations.

Given the Company’s improving profitability over the past four fiscal years, management has concluded that it is more likely
than not that the Company will be able to utilize the majority of its NOLs. However, the Company projects that roughly $2,557,000 of
iSatori NOLs will not be able to be utilized prior to their expiration due to the ownership change limitations, which amount remains
fully reserved.

For the year ended December 31, 2021, the Company recorded a provision for income taxes of $1,329,000, of which $1,324,000
pertains to federal income tax and $5,000 pertains to various state income taxes.
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The Company recognizes tax benefits from uncertain tax positions only if it is more likely than not that the tax position will be
sustained on examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the
financial statements from such a position should be measured based on the largest benefit that has a greater than fifty percent likelihood
of being realized upon ultimate settlement. As of December 31, 2021 and December 31, 2020, the Company did not have a liability for
unrecognized tax benefits.

The Company recognizes, as income tax expense, interest and penalties on uncertain tax provisions. As of December 31, 2021,
and 2020, the Company has not accrued interest or penalties related to uncertain tax positions. Tax years 2017 through 2021 remain

open to examination by the major taxing jurisdictions to which the Company is subject.

Significant components of the Company’s deferred income tax assets are as follows:

December 31,

2021 2020
Net operating loss carryforward $ 3,249,000 $ 4,563,000
Allowances for sales returns, bad debt and inventory 155,000 93,000
Share based compensation 16,000 80,000
Other 162,000 178,000
Total deferred asset 3,582,000 4,914,000
Valuation allowance (537,000) (537,000)
Net deferred tax asset $ 3,045,000 $ 4,377,000

Reconciliation of the effective income tax rate to the U.S. statutory rate is as follows:

December 31,

2021 2020
Federal statutory tax rate 21% 21%
State tax, net of federal benefit -% -%
21% 21%
Valuation allowance - % (123%)
Effective tax rate 21 % (102%)

NOTE 10. COMMITMENTS AND CONTINGENCIES

We are currently not involved in any litigation that we believe could have a material adverse effect on our financial condition
or results of operations. There is no action, suit, proceeding, inquiry or investigation before or by any court, public board, government
agency, self-regulatory organization or body pending or, to the knowledge of the executive officers of the Company or any of its
subsidiaries, threatened against or affecting the Company, our Common Stock, any of our subsidiaries or of the Company’s or our
subsidiaries’ officers or directors in their capacities as such, in which an adverse decision could have a material adverse effect.

NOTE 11. SUBSEQUENT EVENTS

In accordance with the Subsequent Events Topic of the FASB ASC 855, we have evaluated subsequent events through the
filing date and noted no further subsequent events other than provided above that are reasonably likely to impact the Company’s financial
statements.



