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If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering. [  ]

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
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If delivery of the prospectus is expected to be made pursuant to Rule 434 under the Securities Act, check the
following box. [  ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large Accelerated filer [  ] Accelerated filer [  ] Non-accelerated filer [  ] Smaller reporting company [X]

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.

CALCULATION OF REGISTRATION FEE

Title of each class of securities
to be registered

Amount to
be
registered
(1)

Proposed
maximum
offering
price per
share

Proposed
maximum
aggregate
offering
Price

Amount of
registration
fee

Common stock, par value $0.000001 per share 10,350,000 $ 0.52 (2) $5,382,000
Common stock, par value $0.000001 per share, issuable upon
exercise of Series N Warrants 958,333 $ 0.52 (3) $498,333

Common stock, par value $0.000001 per share, issuable upon
exercise of Series G Warrants 5,472,000 $ 0.6 (3) $3,283,200

Total 16,780,333 $9,163,533 $ 1064.80

(1) Pursuant to Rule 416 under the Securities Act of 1933, as amended (“Securities Act”), the shares of common stock
being registered hereunder include such indeterminate number of shares of common stock as may be issuable with
respect to the shares of common stock being registered hereunder as a result of stock splits, stock dividends or similar
transactions.

(2) Estimated solely for the purpose of calculating the registration fee under Rule 457(c) under the Securities Act
based upon the average of the high and low sale prices of the common stock on April 7, 2015.
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(3) Estimated solely for the purpose of calculating the registration fee under Rule 457(g) under the Securities Act.
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SUBJECT TO COMPLETION, DATED APRIL 10, 2015

PROSPECTUS

16,780,333 Shares of Common Stock

This prospectus relates to 16,780,333 shares of our common stock, par value $0.000001 per share, of which 6,430,333
are issuable upon exercise of certain warrants, that may be sold from time to time by the selling shareholders listed
under the caption “Selling Shareholders”. All of the shares, when sold, will be sold by these selling shareholders. The
selling shareholders may sell these shares from time to time in the open market at prevailing prices or in individually
negotiated transactions through agents designated from time to time or through underwriters or dealers. We will not
control or determine the price at which the selling shareholders decide to sell their shares. See “Plan of Distribution”.
The selling shareholders may be deemed underwriters of the shares of common stock that they are offering. We will
pay the expenses of registering these shares.

We are not selling any shares of common stock in this offering and therefore will not receive any proceeds from the
sale of common stock hereunder. We will receive proceeds from any exercise of outstanding warrants by the selling
shareholders if and when those warrants are exercised for cash. Series N Warrants may be exercised by the payment of
the exercise price of $0.45 per share for a term of five years, in cash or via cashless exercise, subject to the registration
rights agreement governing those rights. Series G Warrants may be exercised by the payment of the exercise price of
$0.60 per share for a term of five years, in cash, subject to the registration rights agreement governing those rights.

Our common stock is traded on the OTCQB under the symbol BRFH. On April 7, 2015, the last reported sale price of
our common stock was $0.54 per share.

INVESTING IN OUR COMMON STOCK INVOLVES SUBSTANTIAL RISK. IN REVIEWING THIS
PROSPECTUS, YOU SHOULD CAREFULLY CONSIDER THE MATTERS DESCRIBED UNDER THE
HEADING “RISK FACTORS” BEGINNING ON PAGE 3.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES, OR DETERMINED IF THIS
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PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

The date of this prospectus is April 10, 2015
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PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this prospectus. To understand this offering
fully, you should read the entire prospectus carefully, including the “Risk Factors” section, the financial statements and
the notes to the financial statements. Unless the context otherwise requires, references contained in this prospectus to
the “Company”, “Barfresh”, “we”, “us” or “our” shall mean Barfresh Food Group Inc., a Delaware corporation.

BARFRESH FOOD GROUP INC.

Our Company

Barfresh is a leader in the creation of, manufacturing and distributing ready to blend beverages. The current portfolio
of products is made up of smoothies, shakes and frappes. All of the products are portion controlled and ready to blend
beverage ingredient packs or “beverage packs”. The beverage packs contain all of the ingredients necessary to make the
beverage, including the base (either sorbet, frozen yogurt or ice cream), fruit pieces, juices and ice.

Domestic and international patents and patents pending are owned by Barfresh, as well as related trademarks for all of
the products. In November 2011, the Company acquired the patent rights in the United States and Canada. The
Canadian patent has been granted and the United States patent is “patent pending”. On October 15, 2013, the Company
acquired all of the related international patent rights, which were filed pursuant to the Patent Cooperation Treaty and
have been granted in 13 jurisdictions. The patents are pending in the remainder of the jurisdictions that have signed
the treaty. In addition, on October 15, 2013, the Company purchased all of the trademarks related to the patented
products.

Product development and new flavor creation is a critical element of the business. The leadership team has been
developing flavor profiles for each beverage category that will appeal to tastes in the United States. The Company has
been in discussions with a number of companies including both large and small quick service restaurant (“QSR”) chains
and full service restaurant chains (“FSR”). Additionally, there are also discussions with national food service companies
that serve alternative venues such as stadiums, arenas and universities with national footprints in the United States.
Preliminary agreements with three potential customers have been reached and testing in these venues will begin in the
near future. There are also other ongoing negotiations taking place with several of national foodservice companies.

In addition to the large fast food, fast casual and full service restaurant chains, the Company will sell to food
distributors that supply products to the food services market place. Effective July 2, 2014, the Company entered into

Edgar Filing: BARFRESH FOOD GROUP INC. - Form S-1

9



an agreement with Sysco Merchandising and Supply Chain Services, Inc. for resale by the Sysco Corporation (“Sysco”)
to the foodservice industry of the Company’s ready-to-blend smoothies, shakes and frappes. All Barfresh products will
be included in Sysco’s national core selection of beverage items, making Barfresh its exclusive single-serve,
pre-portioned beverage provider. The agreement is mutually exclusive; provided however, the products are supplied to
other foodservice distributors, but only to the extent required for such foodservice distributors to service multi-unit
chain operators with at least 20 units and where Sysco is not such multi-unit chain operators nominated distributor for
our products. The Company has started shipping to Sysco under this agreement and anticipates a national rollout to
approximately 74 distribution centers over the next 18 months.

Finally, the Company intends to monetize the international patents outside of the current area of operations, North
America, by expanding contract manufacturing to other countries and selling either through selling agents or internal
sales personnel. The Company will also consider entering into some form of license or royalty agreements with third
parties.

Most recently, as part of the Company’s expansion due to the acquisition of the international patents, a leading regional
Australian food ingredient supply and product developer has been engaged as the wholesaler and distributor for
Barfresh. The first order to Australia shipped in January 2014.

Our corporate and sales office is located at 8530 Wilshire Blvd., Suite 450, Beverly Hills, CA 90211. Our telephone
number is (310) 598-7113 and our websites are www.barfresh.com/us and www.smoothieinc.com.

1
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SUMMARY OF THE OFFERING

The
Offering

Up to 16,780,333 shares of our common stock, par value $0.000001 per share, of which 958,333 are
issuable upon exercise of Series N Warrants and 5,472,000 are issuable upon exercise of Series G
Warrants.

Series N Warrants may be exercised by the payment of the exercise price of $0.45 per share for a term of
five years, in cash or via cashless exercise, subject to the registration rights agreement governing those
rights.

Series G Warrants may be exercised by the payment of the exercise price of $0.60 per share for a term of
five years, in cash, subject to the registration rights agreement governing those rights.

Trading
Market OTCQB under the symbol “BRFH”

Offering
Period

We are registering the selling shareholders’ shares to allow the selling shareholders the opportunity to sell
their shares pursuant to a registration rights agreement between the Company and these shareholders. The
shares of common stock being registered include such indeterminate number of shares of common stock as
may be issuable with respect to the shares of common stock being registered hereunder as a result of stock
splits, stock dividends or similar transactions. The shares of common stock being registered do not include
additional shares of common stock issuable as a result of changes in market price of the common stock,
issuance by us of shares of equity securities below a certain price or other anti-dilutive adjustments or
variables not covered by Rule 416 (“Rule 416”) under the Securities Act of 1933, as amended (“Securities
Act”).

Risk
Factors The shares being offered are speculative and involve very high risks, including those listed in “Risk Factors”.

Net
Proceeds

We will not receive any proceeds from the sale of any shares by selling shareholders. However, we may
receive up to an aggregate of $3,714,450 from the exercise by selling shareholders of warrants to purchase
the common stock we are registering under this registration statement.

Use of
Proceeds

We expect to use any cash proceeds we receive from the exercise of warrants by selling shareholders for
general working capital purposes.

2
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RISK FACTORS

An investment in the Company’s securities involves significant risks, including the risks described below. You should
carefully consider the risks described below before purchasing the shares. The risks highlighted here are not the only
ones that the Company faces. For example, additional risks presently unknown to us or that we currently consider
immaterial or unlikely to occur could also impair our operations. If any of the risks or uncertainties described below
or any such additional risks and uncertainties actually occur, our business, prospects, financial condition or results of
operations could be negatively affected, and you might lose all or part of your investment.

Risks Related to Our Business

We have a history of operating losses and there can be no assurance that we can achieve or maintain profitability.

We have a history of operating losses and may not achieve or sustain profitability. These operating losses have been
generated while we market to potential customers. We cannot guarantee that we will become profitable. Even if we
achieve profitability, given the competitive and evolving nature of the industry in which we operate, we may be
unable to sustain or increase profitability and our failure to do so would adversely affect the Company’s business,
including our ability to raise additional funds.

A worsening of economic conditions or a decrease in consumer spending may adversely impact our ability to
implement our business strategy.

Our success depends to a significant extent on discretionary consumer spending, which is influenced by general
economic conditions and the availability of discretionary income. While there are signs that conditions may be
improving, there is no certainty that this trend will continue or that credit and financial markets and confidence in
economic conditions will not deteriorate again. Accordingly, we may experience continuing declines in revenue
during economic turmoil or during periods of uncertainty. Any material decline in the amount of discretionary
spending, leading cost-conscious consumers to be more selective in restaurants visited, could have a material adverse
effect on our revenue, results of operations, business and financial condition.

The challenges of competing with the many food services businesses may result in reductions in our revenue and
operating margins.
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We compete with many well-established companies, food service and otherwise, on the basis of taste, quality and
price of product offered, customer service, atmosphere, location and overall guest experience. Our success depends, in
part, upon the popularity of our products and our ability to develop new menu items that appeal to consumers across
all four day parts. Shifts in consumer preferences away from our products, our inability to develop new menu items
that appeal to consumers across all day parts, or changes in our menu that eliminate items popular with some
consumers could harm our business. We compete with other smoothie and juice bar retailers, specialty coffee retailers,
yogurt and ice cream shops, bagel shops, fast-food restaurants, delicatessens, cafés, take-out food service companies,
supermarkets and convenience stores. Our competitors change with each of the four day parts, ranging from coffee
bars and bakery cafés to casual dining chains. Many of our competitors or potential competitors have substantially
greater financial and other resources than we do, which may allow them to react to changes in the market quicker than
we can. In addition, aggressive pricing by our competitors or the entrance of new competitors into our markets, as
evidenced by McDonald’s Corporation’s inclusion of fruit smoothies on their menu, could reduce our revenue and
operating margins. We also compete with other employers in our markets for hourly workers and may become subject
to higher labor costs as a result of such competition.

Fluctuations in various food and supply costs, particularly fruit and dairy, could adversely affect our operating
results.

Supplies and prices of the various ingredients that we are going to use to can be affected by a variety of factors, such
as weather, seasonal fluctuations, demand, politics and economics in the producing countries.

These factors subject us to shortages or interruptions in product supplies, which could adversely affect our revenue
and profits. In addition, the prices of fruit and dairy, which are the main ingredients in our products, can be highly
volatile. The fruit of the quality we seek tends to trade on a negotiated basis, depending on supply and demand at the
time of the purchase. An increase in pricing of any fruit that we are going to use in our products could have a
significant adverse effect on our profitability. We cannot assure you that we will be able to secure our fruit supply.

3
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Our business depends substantially on the continuing efforts of our senior management and other key personnel,
and our business may be severely disrupted if we lose their services.

Our future success heavily depends on the continued service of our senior management and other key employees. If
one or more of our senior executives is unable or unwilling to continue to work for us in his present position, we may
have to spend a considerable amount of time and resources searching, recruiting, and integrating a replacement into
our operations, which would substantially divert management’s attention from our business and severely disrupt our
business. This may also adversely affect our ability to execute our business strategy. In addition, of any of our senior
executives joins a competitor or forms a competing company, we may lose customers, suppliers, know-how and key
employees.

Our senior management’s limited experience managing a publicly traded company may divert management’s
attention from operations and harm our business.

With the exception of our Chief Financial Officer, our senior management team has relatively limited experience
managing a publicly traded company and complying with federal securities laws, including compliance with recently
adopted disclosure requirements on a timely basis. Our management will be required to design and implement
appropriate programs and policies in responding to increased legal, regulatory compliance and reporting requirements,
and any failure to do so could lead to the imposition of fines and penalties and harm our business.

We may be unable to attract and retain qualified, experienced, highly skilled personnel, which could adversely
affect the implementation of our business plan.

Our success depends to a significant degree upon our ability to attract, retain and motivate skilled and qualified
personnel. As we become a more mature company in the future, we may find recruiting and retention efforts more
challenging. If we do not succeed in attracting, hiring and integrating excellent personnel, or retaining and motivating
existing personnel, we may be unable to grow effectively. The loss of any key employee, including members of our
senior management team, and our inability to attract highly skilled personnel with sufficient experience in our
industries could harm our business.

Product liability exposure may expose us to significant liability.

We may face an inherent business risk of exposure to product liability and other claims and lawsuits in the event that
the development or use of our technology or prospective products is alleged to have resulted in adverse effects. We
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may not be able to avoid significant liability exposure. Although we believe our insurance coverage to be adequate,
we may not have sufficient insurance coverage, and we may not be able to obtain sufficient coverage at a reasonable
cost. An inability to obtain product liability insurance at acceptable cost or to otherwise protect against potential
product liability claims could prevent or inhibit the commercialization of our products. A product liability claim could
hurt our financial performance. Even if we avoid liability exposure, significant costs could be incurred that could hurt
our financial performance and condition.

Our inability to protect our intellectual property rights may force us to incur unanticipated costs.

Our success will depend, in part, on our ability to obtain and maintain protection in the United States and
internationally for certain intellectual property incorporated into our products. Our intellectual properties may be
challenged, narrowed, invalidated or circumvented, which could limit our ability to prevent competitors from
marketing similar solutions that limit the effectiveness of our patent protection and force us to incur unanticipated
costs. In addition, existing laws of some countries in which we may provide services or solutions may offer only
limited protection of our intellectual property rights.

Our products may infringe the intellectual property rights of third parties, and third parties may infringe our
proprietary rights, either of which may result in lawsuits, distraction of management and the impairment of our
business.

As the number of patents, copyrights, trademarks and other intellectual property rights in our industry increases,
products based on our technology may increasingly become the subject of infringement claims. Third parties could
assert infringement claims against us in the future. Infringement claims with or without merit could be time
consuming, result in costly litigation, cause product shipment delays or require us to enter into royalty or licensing
agreements. Royalty or licensing agreements, if required, might not be available on terms acceptable to us, or at all.
We may initiate claims or litigation against third parties for infringement of our proprietary rights or to establish the
validity of our proprietary rights. Litigation to determine the validity of any claims, whether or not the litigation is
resolved in our favor, could result in significant expense to us and divert the efforts of our technical and management
personnel from productive tasks. If there is an adverse ruling against us in any litigation, we may be required to pay
substantial damages, discontinue the use and sale of infringing products and expend significant resources to develop
non-infringing technology or obtain licenses to infringing technology. Our failure to develop or license a substitute
technology could prevent us from selling our products.

4
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If securities or industry analysts do not continue to publish research, or publish inaccurate or unfavorable
research, about our business, our share price and trading volume could decline.

The trading market for our common stock may be impacted, in part, by the research and reports that securities or
industry analysts publish about our business or us. There can be no assurance that analysts will cover us, continue to
cover us or provide favorable coverage. If one or more analysts downgrade our stock or change their opinion of our
stock, our share price may decline. In addition, if one or more analysts cease coverage of our company or fail to
regularly publish reports on us, we could lose visibility in the financial markets, which could cause our share price or
trading volume to decline.

We will continue to incur increased costs as a result of operating as a public company, and our management will
be required to devote substantial time to compliance initiatives and corporate governance practices.

As a public company, we will continue to incur significant legal, accounting and other expenses. The Sarbanes-Oxley
Act of 2002, the Dodd-Frank Wall Street Reform and Consumer Protection Act and other applicable securities rules
and regulations impose various requirements on public companies, including establishment and maintenance of
effective disclosure and financial controls and corporate governance practices. Our management and other personnel
will need to continue to devote a substantial amount of time to these compliance initiatives. Moreover, these rules and
regulations will increase our legal and financial compliance costs and make some activities more time-consuming and
costly.

We cannot predict or estimate the amount of additional costs we may incur to continue to operate as a public
company, nor can we predict the timing of such costs. These rules and regulations are often subject to varying
interpretations, in many cases due to their lack of specificity, and, as a result, their application in practice may evolve
over time as new guidance is provided by regulatory and governing bodies which could result in continuing
uncertainty regarding compliance matters and higher costs necessitated by ongoing revisions to disclosure and
governance practices.

We have identified material weaknesses in our internal control over financial reporting. If we fail to maintain an
effective system of internal control over financial reporting, we may not be able to accurately report our financial
results or prevent fraud.

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, or Section 404, we are required to furnish a report by our
management on our internal control over financial reporting. As such, our management has conducted this evaluation
and, as of March 31, 2014, identified the following material weaknesses in the Company’s internal control over
financial reporting:
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●

We do not have an audit committee: While we are not currently obligated to have an audit committee, including a
member who is an “audit committee financial expert,” as defined in Item 407 of Regulation S-K, under applicable
regulations or listing standards; however, it is management’s view that such a committee is an important internal
control over financial reporting, the lack of which may result in ineffective oversight in the establishment and
monitoring of internal controls and procedures.

●We do not have a majority of independent directors on our board of directors, which may result in ineffective
oversight in the establishment and monitoring of required internal controls and procedures.

●Inadequate Segregation of Duties: We have an inadequate number of personnel to properly implement control
procedures.

Management believes that these material weaknesses have not had an effect our financial results and has concluded
that disclosure controls and procedures remain effective. Nonetheless, effective internal control over financial
reporting is necessary to provide reliable financial reports and effectively prevent fraud. If we cannot provide reliable
financial reports or prevent fraud, our operating results could be harmed. We will need to continue to dedicate internal
resources, potentially engage outside consultants and adopt a detailed work plan to modify and document the
adequacy of internal control over financial reporting, continue steps to improve control processes as appropriate,
validate through testing that controls are functioning as documented and implement a continuous reporting and
improvement process for internal control over financial reporting. Continued identification of one or more material
weaknesses in our internal control over financial reporting could result in an adverse reaction in the financial markets
due to a loss of confidence in the reliability of our financial statements.

We are operating with less than a majority of independent directors.

We do not have a majority of independent directors. Riccardo Delle Coste, Steven Lang and Arnold Tinter
beneficially own approximately 51% of the Company’s common stock, are members of the board of directors and
Messrs. Delle Coste and Tinter both serve as officers of the Company. The Company is operated without the oversight
of a majority of independent directors and material agreements and transactions, including those with related parties,
are not approved with the oversight of a majority of independent directors.

5
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Failure to comply with the United States Foreign Corrupt Practices Act could subject us to penalties and other
adverse consequences.

As a Delaware corporation, we are subject to the United States Foreign Corrupt Practices Act, which generally
prohibits United States companies from engaging in bribery or other prohibited payments to foreign officials for the
purpose of obtaining or retaining business. Some foreign companies, including some that may compete with our
Company, may not be subject to these prohibitions. Corruption, extortion, bribery, pay-offs, theft and other fraudulent
practices may occur from time-to-time in countries in which we conduct our business. However, our employees or
other agents may engage in conduct for which we might be held responsible. If our employees or other agents are
found to have engaged in such practices, we could suffer severe penalties and other consequences that may have a
material adverse effect on our business, financial condition and results of operations.

Risks Related to Ownership of Our Common Stock

Riccardo Delle Coste, Steven Lang and Arnold Tinter have voting control over matters submitted to a vote of the
shareholders, and they may take actions that conflict with the interests of our other shareholders and holders of
our debt securities.

Riccardo Delle Coste, Steven Lang and Arnold Tinter, together, control more than 50% of the votes eligible to be cast
by shareholders in the election of directors and generally. As a result, Messrs. Delle, Lang and Tinter have the power
to control all matters requiring the approval of our shareholders, including the election of directors and the approval of
mergers and other significant corporate transactions.

Our common stock is quoted on the OTCQB, which may have an unfavorable impact on our stock price and
liquidity.

Our common stock is quoted on the OTCQB, which is a significantly more limited trading market than the New York
Stock Exchange, NYSE MKT or the NASDAQ Stock Market. The quotation of the Company’s shares on the OTCQB
may result in a less liquid market available for existing and potential shareholders to trade shares of our common
stock, could depress the trading price of our common stock and could have a long-term adverse impact on our ability
to raise capital in the future.

There is limited liquidity on the OTCQB, which may result in stock price volatility and inaccurate quote
information.
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When fewer shares of a security are being traded on the OTCQB, volatility of prices may increase and price
movement may outpace the ability to deliver accurate quote information. Due to lower trading volumes in shares of
our common stock, there may be a lower likelihood of one’s orders for shares of our common stock being executed,
and current prices may differ significantly from the price one was quoted at the time of one’s order entry.

If we are unable to adequately fund our operations, we may be forced to voluntarily file for deregistration of our
common stock with the SEC.

Compliance with the periodic reporting requirements required by the SEC consumes a considerable amount of both
internal, as well external, resources and represents a significant cost for us. If we are unable to continue to devote
adequate funding and the resources needed to maintain such compliance, while continuing our operations, we could be
forced to deregister with the SEC. After the deregistration process, our common stock would only be tradable on the
“Pink Sheets” and could suffer a decrease in or absence of liquidity.

Because we became public by means of a “reverse merger”, we may not be able to attract the attention of major
brokerage firms.

Additional risks may exist since we became public through a “reverse merger”. Securities analysts of major brokerage
firms may not provide coverage of us since there is little incentive to brokerage firms to recommend the purchase of
our common stock. We cannot assure you that brokerage firms will want to conduct any secondary offerings on behalf
of our Company in the future.

Future sales of our common stock in the public market could lower the price of our common stock and impair our
ability to raise funds in future securities offerings.

Future sales of a substantial number of shares of our common stock in the public market, or the perception that such
sales may occur, could adversely affect the then prevailing market price of our common stock and could make it more
difficult for us to raise funds in the future through a public offering of our securities.

6
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Our common stock is thinly traded, so you may be unable to sell at or near asking prices or at all if you need to sell
your shares to raise money or otherwise desire to liquidate your shares.

Currently, the Company’s common stock is quoted in the OTCQB and future trading volume may be limited by the
fact that many major institutional investment funds, including mutual funds, as well as individual investors follow a
policy of not investing in OTCQB stocks and certain major brokerage firms restrict their brokers from recommending
OTCQB stocks because they are considered speculative, volatile and thinly traded. The OTCQB market is an
inter-dealer market much less regulated than the major exchanges and our common stock is subject to abuses,
volatility and shorting. Thus, there is currently no broadly followed and established trading market for the Company’s
common stock. An established trading market may never develop or be maintained. Active trading markets generally
result in lower price volatility and more efficient execution of buy and sell orders. Absence of an active trading market
reduces the liquidity of the shares traded there.

The trading volume of our common stock has been and may continue to be limited and sporadic. As a result of such
trading activity, the quoted price for the Company’s common stock on the OTCQB may not necessarily be a reliable
indicator of its fair market value. Further, if we cease to be quoted, holders would find it more difficult to dispose of
our common stock or to obtain accurate quotations as to the market value of the Company’s common stock and as a
result, the market value of our common stock likely would decline.

Our common stock is subject to price volatility unrelated to our operations.

The market price of our common stock could fluctuate substantially due to a variety of factors, including market
perception of our ability to achieve our planned growth, quarterly operating results of other companies in the same
industry, trading volume in our common stock, changes in general conditions in the economy and the financial
markets or other developments affecting the Company’s competitors or the Company itself. In addition, the OTCQB is
subject to extreme price and volume fluctuations in general. This volatility has had a significant effect on the market
price of securities issued by many companies for reasons unrelated to their operating performance and could have the
same effect on our common stock.

We are subject to penny stock regulations and restrictions and you may have difficulty selling shares of our
common stock.

Our common stock is currently quoted on the OTCQB. Our common stock is subject to the requirements of Rule
15(g)-9, promulgated under the Securities Exchange Act as long as the price of our common stock is below $5.00 per
share. Under such rule, broker-dealers who recommend low-priced securities to persons other than established
customers and accredited investors must satisfy special sales practice requirements, including a requirement that they
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make an individualized written suitability determination for the purchaser and receive the purchaser’s consent prior to
the transaction. The Securities Enforcement Remedies and Penny Stock Reform Act of 1990, also requires additional
disclosure in connection with any trades involving a stock defined as a penny stock. Generally, the Commission
defines a penny stock as any equity security not traded on a national exchange that has a market price of less than
$5.00 per share. The required penny stock disclosures include the delivery, prior to any transaction, of a disclosure
schedule explaining the penny stock market and the risks associated with it. Such requirements could severely limit
the market liquidity of the securities and the ability of purchasers to sell their securities in the secondary market.

Because we do not intend to pay dividends, shareholders will benefit from an investment in our common stock only
if it appreciates in value.

We have never declared or paid any cash dividends on our preferred stock or common stock. For the foreseeable
future, it is expected that earnings, if any, generated from our operations will be used to finance the growth of our
business, and that no dividends will be paid to holders of the Company’s common stock. As a result, the success of an
investment in our common stock will depend upon any future appreciation in its value. There can be no guarantee that
our common stock will appreciate in value.

The price of our common stock may become volatile, which could lead to losses by investors and costly securities
litigation.

The trading price of our common stock is likely to be highly volatile and could fluctuate in response to factors such as:

●actual or anticipated variations in our operating results;

●announcements of developments by us or our competitors;

●announcements by us or our competitors of significant acquisitions, strategic partnerships, joint ventures or capital
commitments;

●adoption of new accounting standards affecting the our industry;

●additions or departures of key personnel;
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