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AKERNA CORP.
 Condensed Consolidated Balance Sheets

  (unaudited)

 June 30,  December 31,  
 2022  2021  
Assets    
Current assets:     

Cash $ 5,124,553 $ 13,934,265  
Restricted cash  8,261  508,261 
Accounts receivable, net  1,882,084  1,403,774 
Prepaid expenses and other current assets  2,155,446  2,383,764 

Total current assets  9,170,344  18,230,064  
       

Fixed assets, net  143,026  153,151 
Investment, net  226,101  226,101 
Capitalized software, net  6,898,876  7,311,676 
Intangible assets, net 17,640,833 21,609,794
Goodwill 9,080,177 46,942,681
Other noncurrent assets 9,700 9,700

Total assets $ 43,169,057 $ 94,483,167

Liabilities and Equity       
       

Current liabilities:       
Accounts payable, accrued expenses and other accrued liabilities $ 7,050,679 $ 6,063,520 
Contingent consideration payable 6,300,000 6,300,000
Current portion of deferred revenue  2,403,512   3,543,819 
Current portion of long-term debt 6,600,000 13,200,000
Derivative liability 11,282 63,178

Total current liabilities  22,365,473   29,170,517  
       

Long-term portion of deferred revenue 602,086 582,676
Long-term debt, less current portion 6,788,000 4,105,000

    Deferred income tax liabilities 468,486 675,291
Total liabilities 30,224,045 34,533,484

Commitments and contingencies (Note 7)     
    —  — 
Equity:       

Preferred stock, par value $0.0001; 5,000,000 shares authorized, 1 share special voting preferred stock issued and outstanding
at June 30, 2022 and December 31, 2021  —  — 

Special voting preferred stock, par value $0.0001; 1 share authorized, issued and outstanding as of June 30, 2022 and
December 31, 2021, with $1 preference in liquidation; exchangeable shares, no par value, 291,192 and 309,286 shares issued
and outstanding as of June 30, 2022 and December 31, 2021 respectively 2,227,619 2,366,038

Common stock, par value $0.0001; 75,000,000 shares authorized, 36,826,733 and 31,001,884 issued and outstanding at June
30, 2022 and December 31, 2021, respectively

 3,680  3,100 
Additional paid-in capital  150,438,437  146,027,258 
Accumulated other comprehensive income 302,352 61,523
Accumulated deficit  (140,027,076)  (88,508,236)

Total equity 12,945,012  59,949,683  
Total liabilities and equity $ 43,169,057  $ 94,483,167  

 The accompanying notes are an integral part of these condensed consolidated financial statements
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AKERNA CORP.
 Condensed Consolidated Statements of Operations

(unaudited)
 

 For the Three Months Ended For the Six Months Ended  
      June 30, June 30,  

 2022 2021 2022   2021  
Revenue:      

      Software $ 5,920,929 $ 4,456,728 $ 12,429,442  $ 8,251,881 
      Consulting 115,300 410,884  542,309   583,631 
      Other revenue 49,652 39,275  64,971   85,399 

Total revenue 6,085,881 4,906,887  13,036,722   8,920,911 
Cost of revenue 1,835,977 1,914,380  4,039,648   3,368,547 
Gross profit 4,249,904 2,992,507  8,997,074   5,552,364 
Operating expenses:        

      Product development 1,761,428 1,527,258  3,866,789   2,951,358 
      Sales and marketing 3,185,318 1,826,143 6,421,431 3,562,058
      General and administrative 2,419,109 4,375,981  4,989,541   6,228,943 
      Depreciation and amortization 1,982,833 1,314,132 3,976,224 2,367,015
      Impairment of long-lived assets 24,122,066 — 39,600,587 —

Total operating expenses 33,470,754 9,043,514  58,854,572    15,109,374  
Loss from operations (29,220,850) (6,051,007)  (49,857,498)   (9,557,010)
Other (expense) income:        

      Interest (expense) income, net (212,984) (163,125)  (213,724)   (937,505)
      Change in fair value of convertible notes (294,000) (16,405) (1,727,000) (2,007,677)
      Change in fair value of derivative liability  33,845 133,125 51,896 (42,871)

Other expense (income), net — 243 — 243
Total other (expense) income (473,139) (46,162)  (1,888,828)   (2,987,810)

Net loss before income taxes and equity in losses of investee (29,693,989) (6,097,169) (51,746,326) (12,544,820)
         Income tax (expense) benefit 128,042 (4,300) 227,486 (10,570)

Equity in losses of investee — (3,782) — (7,564)

Net loss $ (29,565,947) $ (6,105,251) $ (51,518,840)  $ (12,562,954)
        
Basic and diluted weighted average common stock outstanding 35,477,788 24,530,169  33,694,681    23,375,981  
Basic and diluted net loss per common share $ (0.83) $ (0.25) $ (1.53)  $ (0.54)

 
The accompanying notes are an integral part of these condensed consolidated financial statements
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AKERNA CORP.
Condensed Consolidated Statements of Comprehensive Loss

(unaudited) 

Three Months Ended June 30, Six Months Ended June 30,
2022 2021 2022 2021

Net loss $ (29,565,947) $ (6,105,251) $ (51,518,840) $ (12,562,954)
Other comprehensive (loss) income:

Foreign currency translation 10,629 2,183 (23,171) 1,953
Unrealized (loss) gain on convertible notes 163,000 (3,000) 264,000 (16,000)

Comprehensive loss $ (29,392,318) $ (6,106,068) $ (51,278,011) $ (12,577,001)
 

The accompanying notes are an integral part of these condensed consolidated financial statements
 

3



AKERNA CORP.
Condensed Consolidated Statements of Changes in Equity

For the Six Months Ended June 30, 2022
(unaudited)

    
Special Voting Preferred

Stock Common  
Additional

Paid-In

Accumulated
Other

Comprehensive Accumulated  Total  
 Share Amount Shares  Amount  Capital Income  Deficit   Equity  
           
Balance – January 1, 2022 309,286 $ 2,366,038 31,001,884 $ 3,100 $146,027,258 $ 61,523 $ (88,508,236) $ 59,949,683
Conversion of Exchangeable Shares to
common stock (2,434) (18,620) 2,434 — 18,620 — — —
Settlement of convertible debt — — 3,396,842 340 3,299,660 — — 3,300,000
Shares withheld for withholding taxes — — (4,421) — (5,615) — — (5,615)
Shares returned in connection with 365
Cannabis acquisition — — (279,762) (28) (939,972) — — (940,000)

Stock-based compensation — — — — 316,855 — — 316,855
Restricted stock vesting — — 43,479 4 (4) — — —
Liabilities settled with shares — — 14,632 1 45,065 — — 45,066
Foreign currency translation adjustments — — — — — (33,800) — (33,800)
Unrealized (loss) gain on convertible notes — — — — — 101,000 — 101,000
Net loss — — —  —  — —  (21,952,893)  (21,952,893)
Balance – March 31, 2022 306,852 $ 2,347,418 34,175,088  $ 3,417 $148,761,867 $ 128,723 $(110,461,129) $ 40,780,296
Conversion of Exchangeable Shares to
common stock (15,660) (119,799) 15,660 2 119,797 — — —
Settlement of convertible debt — — 751,686 75 625,425 — — 625,500
Shares withheld for withholding taxes — — (6,743) — (7,552) — — (7,552)
Shares issued in connection with the ATM
program — — 1,816,184 182 760,996 — — 761,178
Stock-based compensation — — — — 148,444 — — 148,444
Restricted stock vesting — — 60,226 3 24,997 — — 25,000
Liabilities settled with shares — — 14,632 1 4,463 — — 4,464
Foreign currency translation adjustments — — — — — 10,629 — 10,629

Unrealized (loss) gain on convertible notes
— — — — — 163,000 — 163,000

Net loss — — — — — — (29,565,947) (29,565,947)
Balance – June 30, 2022 291,192 $ 2,227,619 36,826,733 $ 3,680 $150,438,437 $ 302,352 $(140,027,076) $ 12,945,012
  

The accompanying notes are an integral part of these condensed consolidated financial statements
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AKERNA CORP.
 Condensed Consolidated Statements of Changes in Equity

For the Six Months Ended June 30, 2021
(unaudited)

    
Special Voting Preferred

Stock Common  
Additional

Paid-In

Accumulated
Other

Comprehensive Accumulated  Total  
 Share Amount Shares  Amount  Capital Loss  Deficit   Equity  
           
Balance – January 1, 2021 2,667,349 $ 20,405,219 19,901,248 $ 1,990 $ 94,086,433 $ (91,497) $ (57,179,525) $57,222,620
Conversion of Exchangeable Shares to
common stock (1,020,062) (7,803,475) 1,020,062 102 7,803,373 — — —
Settlement of convertible debt — — 2,080,140 208 8,467,292 — — 8,467,500
Shares withheld for withholding taxes — — (48,948) (5) (333,842) — — (333,847)
Stock-based compensation — — — — 503,379 — — 503,379
Settlement of liabilities with shares — — 101,705 10 377,315 — — 377,325
Restricted stock vesting — — 13,978 1 (1) — — —
Forfeitures of restricted shares — — (668) — — — — —
Foreign currency translation adjustments — — — — — (230) — (230)
Unrealized (loss) gains on convertible notes — — — — — (13,000) — (13,000)
Net loss — — —  —  — —  (6,457,702)  (6,457,702)
Balance – March 31, 2021 1,647,287 $ 12,601,744 23,067,517  $ 2,306 $110,903,949 $ (104,727) $ (63,637,227) $59,766,045  
Conversion of Exchangeable Shares to
common stock (607,914) (4,650,541) 607,914 62 4,650,479 — — —
Settlement of convertible debt — — 543,355 54 1,729,090 — — 1,729,144
Shares withheld for withholding taxes — — 1,000,000 100 6,001,900 — — 6,002,000
Stock-based compensation — — — — 571,242 — — 571,242
Settlement of liabilities with shares — — — — — — — —
Restricted stock vesting — — 114,321 11 (11) — — —
Forfeitures of restricted shares — — (668) — — — — —
Foreign currency translation adjustments — — — — — 2,183 — 2,183
Unrealized (loss) gains on convertible notes — — — — — (3,000) — (3,000)
Net loss — — — — — — (6,105,251) (6,105,251)
Balance – June 30, 2021 1,039,373 $ 7,951,203 25,332,439 $ 2,533 $123,856,649 $ (105,544) $ (69,742,478) $ 61,962,363
 

The accompanying notes are an integral part of these condensed consolidated financial statements
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 AKERNA CORP.
Condensed Consolidated Statements of Cash Flows

(unaudited)
 

 For the Six Months Ended  
 June 30,  
 2022  2021  
Cash flows from operating activities:     
Net loss $ (51,518,840) $ (12,562,954)
Adjustment to reconcile net loss to net cash used in operating activities:      

Equity in losses of investment —  7,564 
Bad debt expense 112,475  150,294 
Stock-based compensation expense, net 477,681  1,074,621 
Loss on write off of fixed assets — 1,045,180
Impairments of long-lived assets 39,600,587 —
Amortization of deferred contract cost 205,408 242,110
Non-cash interest expense 60,500 926,968
Depreciation and amortization 3,976,224 2,367,014
Foreign currency loss (gain) 14,689 (17,344)
Change in fair value of convertible notes 1,727,000 2,007,677
Change in fair value of derivative liability (51,896) 42,871
Changes in operating assets and liabilities:   
       Accounts receivable, net (580,387)  286,118
       Prepaid expenses and other current assets 23,530  (115,934)
       Accounts payable, accrued expenses and other accrued liabilities 119,355 1,463,669
       Deferred income tax liabilities (206,805) —
       Deferred revenue (1,146,966)  (633,052)

Net cash used in operating activities (7,187,445)  (3,715,198)
Cash flows from investing activities:      

Developed software additions (1,737,120)  (2,004,609)
Fixed asset additions (27,383) —
Cash returned from business combination working capital settlement (Note 4) 400,000 —

Net cash used in investing activities (1,364,503)  (2,004,609)
Cash flows from financing activities:      

Value of shares withheld related to tax withholdings (13,167) (333,847)
Principal payments of convertible notes (1,515,000) —
Proceeds received from stock offering, net 761,178 —

Net cash used in financing activities (766,989)  (333,847)
Effect of exchange rate changes on cash and restricted cash 9,225  (124)
Net change in cash and restricted cash (9,309,712)  (6,053,778)
Cash and restricted cash - beginning of period 14,442,526   18,340,640  
Cash and restricted cash - end of period $ 5,132,814 $ 12,286,862  

Cash paid for interest $ 151,500 $ 50,854

Cash paid for income taxes $ 19,466 $ 64,963
Supplemental disclosures of non-cash investing and financing activities: 

Settlement of convertible notes in common stock $ 3,925,500 $ 10,196,382
Conversion of exchangeable shares to common stock 138,419 12,453,853

Settlement of other liabilities in common stock
49,528 377,325

Stock-based compensation capitalized as software development 12,618 —
Vesting of restricted stock units 7 —
Capitalized software included in accrued expenses 1,045,299 —
Shares returned in connection with 365 Cannabis acquisition (Note 4) 940,000 —
365 Cannabis working capital reduction to accrued expenses (Note 4) 160,000 —

 
The accompanying notes are an integral part of these condensed consolidated financial statements
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AKERNA CORP.
Notes to Condensed Consolidated Financial Statements

(Unaudited)
 

Note 1 - Description of Business
 

Description of Business
 

Akerna Corp., herein referred to as we, us, our, the Company or Akerna, through our wholly-owned subsidiaries MJ Freeway, LLC, or MJF, Trellis Solutions,
Inc., or Trellis, Ample Organics, Inc, the Company or Ample, solo sciences, inc., or Solo, Viridian Sciences Inc., or Viridian, and The NAV People, Inc. d.b.a. 365
Cannabis, or 365 Cannabis, provides enterprise software solutions that enable regulatory compliance and inventory management. Our proprietary, broad and growing
suite of solutions are adaptable for industries in which interfacing with government regulatory agencies for compliance purposes is required, or where the tracking of
organic materials from seed or plant to end products is desired. We develop products intended to assist states in monitoring licensed businesses’ compliance with state
regulations and to help state-licensed businesses operate in compliance with such law. We provide our commercial software platform, MJ Platform®, Trellis®, Ample,
Viridian and 365 Cannabis to state-licensed businesses, and our regulatory software platform, Leaf Data Systems®, to state government regulatory agencies. Through
Solo, we provide an innovative, next-generation solution for state and national governments to securely track product and waste throughout the supply chain with
solo*TAG™. The integration of MJ Platform® and solo*CODE™ results in technology for consumers and brands that brings a consumer-facing mark designed to
highlight the authenticity and signify transparency.
 

Our Viridian and 365 Cannabis offerings are considered enterprise offerings while all other solutions are considered non-enterprise offerings that meet the needs
of our small and medium-sized business, or SMB, customers.
 

We consult with clients on a wide range of areas to help them successfully maintain compliance with state laws and regulations. We provide project-focused
consulting services to clients who are initiating or expanding their cannabis business operations or are interested in data consulting engagements with respect to the legal
cannabis industry. Our advisory engagements include service offerings focused on compliance requirement assessments, readiness and best practices, compliance
monitoring systems, application processes, inspection readiness, and business plan and compliance reviews. We typically provide our consulting services to clients in
emerging markets that are seeking consultation on newly introduced licensing regimes and assistance with the regulatory compliant build-out of operations.
 

Going Concern and Management's Liquidity Plans
 

In accordance with the Financial Accounting Standards Board’s (“FASB”) standard on going concern, Accounting Standard Update (“ASU”) No. 2014-15,
Disclosure of Uncertainties about an Entity's Ability to Continue as a Going Concern (“ASU 2014-15”), we assess going concern uncertainty in our consolidated
financial statements to determine if we have sufficient cash, cash equivalents and working capital on hand, including marketable equity securities, and any available
borrowings on loans, to operate for a period of at least one year from the date the consolidated financial statements are issued, which is defined to as the “look-forward
period” in ASU 2014-15. As part of this assessment, based on conditions that are known and reasonably knowable to us, we will consider various scenarios, forecasts,
projections, estimates and will make certain key assumptions, including the timing and nature of projected cash expenditures or programs, and our ability to delay or
curtail expenditures or programs, if necessary, among other factors. Based on this assessment, as necessary or applicable, we make certain assumptions regarding
implementing curtailments or delays in the nature and timing of programs and expenditures to the extent we deem probable that such implementations can be achieved
and we have the proper authority to execute them within the look-forward period in accordance with ASU 2014-15.
 

The accompanying condensed consolidated financial statements have been prepared on the basis that we will continue as a going concern, which contemplates
realization of assets and the satisfaction of liabilities in the normal course of business. However, since our inception we have incurred recurring losses from operations,
used cash from operating activities, and relied on capital raising transactions to continue ongoing operations. During the six months ended June 30, 2022 and June 30,
2021, we incurred losses from operations of $49.9 million and $9.6 million, respectively, and used cash in operating activities of $7.2 million and $3.7 million,
respectively. As of June 30, 2022, we had a working capital deficit of $ 13.2 million with $5.1 million in cash available to fund future operations. Furthermore, on May
24, 2022, we received a notice (the “Notice”) from The Nasdaq Stock Market LLC indicating that the bid price of the Company’s common stock, par value $0.0001 per
share (“Common Stock”), is not currently in compliance with the requirement to maintain a minimum bid price of $1.00 per share for continued listing on the Nasdaq
Capital Market (the “Nasdaq Market”). The Notice has no immediate effect on the continued listing status of our Common Stock on the Nasdaq Market, and, therefore,
our listing remains fully effective. We are provided a compliance period of 180 calendar days from the date of the Notice, or until November 21, 2022, to regain
compliance with the minimum closing bid requirement. These factors raise substantial doubt regarding the ability of  the Company to continue as a going concern.
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 Management’s plan for the Company to continue as a going concern includes several initiatives and actions including those impacting our short and
intermediate term financing, continuing costs, primarily labor and employee benefits, our working capital and the liquidity of our Common Stock. Certain of these
initiatives and actions began during the quarter ended June 30, 2022 while others were initiated in July 2022.

The most significant components of our plan include the following: (i) realizing annualized cost savings associated with the corporate restructuring initiative
(the “Restructuring”) that we announced in May 2022 which resulted in a reduction in workforce and related operating costs (see Note 4), (ii) entering into an
amendment and waiver agreement to the securities purchase agreement associated with our 2021 Senior Convertible Notes (the “Senior Convertible Notes”) on June 30,
2022 (the “Convertible Notes Amendment”) which, among other factors, provides for a deferral of the required amortization payments due and payable from July 1,
2022 through January 1, 2023 (see Note 4), (iii) deploying for working capital needs of the net proceeds of approximately $2 million received from our offering of
Common Stock and warrants (the “Unit Offering”) in a transaction that closed on July 5, 2022 (see Note 4), net of underwriting discounts and commissions and other
offering expenses and after depositing $7 million of the proceeds into certain restricted cash accounts in accordance with the Convertible Notes Amendment, (iv)
conservatively managing our working capital through disciplined cost-containment efforts and strategic management of our accounts receivable and accounts payable
cycles (v) addressing the potential liquidity of our Common Stock in connection with the minimum listing requirements for the Nasdaq Market through a proposed 1-
to-20 reverse stock split (the “Reverse Stock Split”) and (vi) continuing to seek to grow our customer base and realize synergies as we continue to integrate our recent
acquisitions.

We anticipate the initiatives and actions described above will provide us with sufficient liquidity in order to operate our business in the normal course for the
second half of 2022  until such time that the an earn-out payment associated with a 2021 acquisition is due in December 2022 (see Note 4), in part, to the fact that the
debt service obligations associated with the Senior Convertible Notes for the first half of 2023 have effectively been substantially pre-funded with the amounts deposited
into restricted accounts as required by the Convertible Notes Amendment. In the second half of 2022, we plan to continue to rigorously explore potential financing
alternatives and other strategic options in addition to enhancing the liquidity of our Common Stock. In addition to and to the extent practical in the future, based on
market conditions, we will consider incremental offerings of Common Stock through our previously authorized ATM Program; however, we do not consider this a
viable alternative unless and until we are able to successfully address the minimum listing requirements of the Nasdaq Market with the proposed Reverse Stock Split.
Through July 31, 2022, we have utilized $2.7 million of the total $25 million authorized by the ATM Program.

If we are unable to secure other potential financing alternatives or fail to execute any other strategic options to raise sufficient additional funds through the first
half of 2023, including through the ATM Program, we will have to develop and implement more aggressive plans to address our liquidity needs and our ability to satisfy
the scheduled maturity of our obligations under the Senior Convertible Notes. Such plans could include extending payables, further reductions of expenditures
(including the termination of additional employees) and reducing or eliminating investments in and the funding of certain of our business units and initiatives, or
otherwise substantially scale back our business plan until sufficient additional capital is raised through other equity or debt offerings. Such offerings may include the
issuance of shares of common stock, warrants to purchase common stock, preferred stock, convertible debt or other instruments that may dilute our current
stockholders. Accordingly, we may be subject to additional risks, including retention of key employees and limitations on the extension of credit by our vendors and
other service providers. If we are required to raise additional capital as discussed above and if we cannot timely raise additional funds, we may be unable to meet the
financial covenants of the Senior Convertible Notes, which could result in an event of default under those instruments which could adversely impact the Company. See
the risks detailed in our Form 10-K under “Item 1A. Risk Factors – Risks Relating to our Convertible Debt”.
 

Our ability to continue as a going concern is dependent upon our ability to successfully execute the plans described above and attain profitable operations.
Despite the comprehensive scope of our plans, the inherent risks associated with their successful execution are not sufficient to fully overcome substantial doubt about
our ability to continue as a going concern for one year from the date of issuance of the consolidated financial statements. Accordingly, if we are unable to raise sufficient
capital we may have to reduce operations which could significantly and adversely affect our results of operations. If we fail to meet the financial covenants of the Senior
Convertible Notes and cannot obtain a waiver from such provisions or otherwise come to an agreement with the holders of our debt, such holders may declare a default
on the debt which could subject our assets to seizure and sale, negatively impacting our business.

The accompanying consolidated financial statements do not include any adjustments relating to the recoverability and classification of assets and liabilities that
might be necessary if the Company is unable to continue as a going concern.
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Note 2 - Summary of Significant Accounting Policies
 
Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the
United States of America (“GAAP”) and with the instructions to the Quarterly Report on Form 10-Q and Article 8 of Regulation S-X for interim financial information.
Accordingly, these financial statements do not include all of the information normally required by GAAP or Securities and Exchange Commission rules and regulations for
complete financial statements. In management’s opinion, these condensed consolidated financial statements include all adjustments, consisting of normal recurring items,
considered necessary for the fair presentation of the results of operations for the interim periods presented. The operating results for the three and six months ended June 30,
2022 are not necessarily indicative of the results that may be expected for the fiscal year ending December 31, 2022. 

The condensed consolidated balance sheet as of and for the period ended December 31, 2021, has been derived from our audited financial statements at that date
but does not include all disclosures and financial information required by GAAP for complete financial statements. The information included in this quarterly report on
Form 10-Q should be read in conjunction with our consolidated financial statements and notes thereto for the period ended December 31, 2021, which were included in our
report on Form 10-K filed on June 30, 2022. 
 
Principles of Consolidation
 

Our accompanying consolidated financial statements include the accounts of Akerna and our wholly-owned subsidiaries. All significant intercompany balances
and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of our consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
reported amounts included in the consolidated financial statements and accompanying notes thereto. Our most significant estimates and assumptions are related to the
valuation of acquisition-related assets and liabilities, capitalization of internal costs associated with software development, fair value measurements, impairment
assessments, loss contingencies, valuation allowance associated with deferred tax assets, stock based compensation expenses, and useful lives of long-lived intangible
assets. We base our estimates on historical experience and on various other assumptions that are believed to be reasonable under the circumstances. Accordingly,
actual results could differ from those estimates. 

Subsequent Events

Management has evaluated all of our activities through the issuance date of our condensed consolidated financial statements and has concluded that, with the
exception of the issuance of common stock and warrants in an offering that closed on July 5, 2022, as disclosed in Note 4, no subsequent events have occurred that
would require recognition in our condensed consolidated financial statements or disclosure in the notes thereto.

Accounts Receivable, Net
 

We maintain an allowance for doubtful accounts equal to the estimated uncollectible amounts based on our historical collection experience and review of the
current status of trade accounts receivable. Receivables are written-off and charged against the recorded allowance when we have exhausted collection efforts without
success. The allowance for doubtful accounts was $0.7 million and $0.3 million as of June 30, 2022 and December 31, 2021, respectively.

Concentrations of Credit Risk

We grant credit in the normal course of business to customers in the United States and Canada. We periodically perform credit analysis and monitor the financial
condition of our customers to reduce credit risk. 

During the six months ended June 30, 2022 and 2021, one government client accounted for 11% and 11% of total revenues, respectively.  As of June 30,
2022, one government client accounted for 30% of net accounts receivable and as of December 31, 2021 two government clients accounted for 37% of net accounts
receivable. 
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Segment Reporting
 

We operate our business as one operating segment. Operating segments are defined as components of an enterprise about which separate financial information is
evaluated regularly by the chief operating decision maker (“CODM”), our Chief Executive Officer, in deciding how to allocate resources and assess performance. Our
CODM allocates resources and assesses performance based upon discrete financial information at the consolidated level. 
 

In the following table, we disclose the combined gross balance of our fixed assets, capitalized software, and intangible assets by geographical location (in
thousands):
 

As of June 30,
2022

As of December
31, 2021

Long-lived assets:
United States $ 28,231 $ 32,356
Canada 5,932 5,229
Total $ 34,163 $ 37,585
 

Adoption of Recent Accounting Pronouncements
 

The FASB issued ASU No. 2016-02, Leases (“ASU 2016-02”) which, together with related amendments to GAAP, represents ASC Topic 842, Leases (“ASC
842”). ASC 842 superseded all prior GAAP with respect to leases. ASC 842 established a right-of-use model which requires a lessee to record a right-of-use asset and a
lease liability on the balance sheet for all leases with terms longer than 12 months. Leases are to be classified as either finance or operating, with classification affecting the
pattern of expense recognition in the statement of operations. We adopted ASC 842 effective January 1, 2022 and due to the immaterial impact of applying this standard to
our limited assets subject to operating leases, there was no material impact to our balance sheets and statements of operations.

The FASB issued ASU No. 2020-01, Clarifying the Interaction between Topic 321, Topic 323, and Topic 815 (“ASU 2020-01”) which provides guidance
clarifying interactions between various standards governing investments in equity securities. The guidance addresses accounting for the transition into and out of the equity
method and measurement of certain purchased options and forward contracts to acquire investments. We adopted ASU 2020-01 effective January 1, 2022 and there was no
material impact to our balance sheets and statements of operations.
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The FASB issued ASU No. 2021-04, Issuer’s Accounting for Certain Modifications or Exchanges of Freestanding Equity-Classified Written Call Options,
(“ASU 2021-04”) which provides clarification and reduces diversity in practice with respect to an issuer’s accounting for modifications or exchanges of freestanding
equity-classified written call options (such as warrants) that remain equity classified after modification or exchange. We adopted ASU 2021-04 effective January 1,
2022 and there was no material impact to our balance sheets and statements of operations.

Recent Accounting Pronouncements Pending Adoption

The FASB issued ASU No. 2016-13, Measurement of Credit Losses on Financial Instruments (“ASU 2016-13”) which introduced a new model for
recognizing credit losses on financial instruments based on estimated current expected credit losses, or CECL. ASU 2016-13 requires and entity to estimate CECL on
trade receivables at inception, based on historical information, current conditions, and reasonable and supportable forecasts. ASU 2016-13, and subsequent
amendments, is effective for us beginning on January 1, 2023. We are currently evaluating the impact of the adoption of ASU 2016-13 on our consolidated financial
statements.

The FABS issued ASU No. 2020-06, Accounting for Convertible Instruments and Contracts in an Entity's Own Equity (“ASU 2020-06”), which simplified
the accounting for convertible instruments. ASU 2020-06 eliminated certain models that require separate accounting for embedded conversion features, in certain
cases. Additionally, among other changes, ASU 2020-06 eliminates certain of the conditions for equity classification for contracts in an entity's own equity. ASU
2020-06 also requires entities to use the if-converted method for all convertible instruments in the diluted earnings per share calculation and include the effects of
shares settlement for instruments that may be settled in cash or shares, except for certain liability-classified share-based payment awards. ASU 2020-06 is required to
be adopted by us beginning on January 1, 2023 and must be applied using either a modified or full retrospective approach. We are currently evaluating the impact
ASU 2020-06 will have on our consolidated financial statements.

The FASB issued ASU No. 2021-08, Accounting for Contract Assets and Contract Liabilities from Contracts with Customers (“ASU 2021-08”), which
amends the accounting related to contract assets and liabilities acquired in business combinations. Under current GAAP, an entity generally recognizes assets and
liabilities acquired in a business combination, including contract assets and contract liabilities arising from revenue contracts with customers, at fair value on the
acquisition date. ASU 2021-08 requires that entities recognize and measure contract assets and contract liabilities acquired in a business combination in accordance
with ASC Topic 606, Revenue from Contracts with Customers. ASU 2021-08 is effective for fiscal years beginning after December 15, 2022, including interim
periods within those fiscal years, and should be applied prospectively to businesses combinations occurring on or after the effective date of the amendment. We are
currently evaluating the impact this guidance will have on our consolidated financial statements.

Note 3 – Revenue
  

We recognize revenue when a customer obtains the benefit of promised services, in an amount that reflects the consideration the Company expects to be
entitled to receive in exchange for those services. In determining the amount of revenue to be recognized, we perform the following steps: (i) identification of the
contract with a customer; (ii) identification of the promised services in the contract and determination of whether the promised services are performance obligations,
including whether they are distinct in the context of the contract; (iii) determination of the transaction price; (iv) allocation of the transaction price to the performance
obligations based on estimated selling prices; and (v) recognition of revenue when (or as) the Company satisfies each performance obligation. 

Software Revenue. Our software revenue is generated from subscriptions and services related to the use of our commercial software platforms, MJ
Platform®, Ample, Trellis, Viridian,  365 Cannabis, and our government regulatory platform, Leaf Data Systems, and the sale of business intelligence, data analytics
and other software related services. For our SMB customers, software contracts are generally annual contracts paid monthly in advance of service and typically
cancellable upon 30 days’ notice after the end of the contract period. Leaf Data Systems contracts are generally multi-year contracts payable annually or quarterly in
advance of service. Commercial software and Leaf Data Systems contracts generally may only be terminated early for breach of contract as defined in the respective
agreements. Our enterprise contracts are typically multi-year contracts paid monthly in advance of services and are generally cancellable with at least one month's
notice before the end of the contract period. Amounts that have been invoiced are initially recorded as deferred revenue or contract liabilities. Subscription revenue is
recognized on a straight-line basis over the service term of the arrangement beginning on the date that our solution is made available to the customer and ending at the
expiration of the subscription term. We typically invoice customers at the beginning of the term, in multi-year, annual, quarterly, or monthly installments. When a
collection of fees occurs in advance of service delivery, revenue recognition is deferred until such services commence. Revenue for implementation fees is recognized
ratably over the expected term of the contract, including expected renewals.
 

11



 

We include service level commitments to customers warranting certain levels of uptime reliability and performance and permitting those customers to
receive credits if those levels are not met. In addition, customer contracts often include: specific obligations that require us to maintain the availability of the
customer’s data through the service and that customer content is secured against unauthorized access or loss, and indemnity provisions whereby we indemnify
customers from third-party claims asserted against them that result from our failure to maintain the availability of their content or securing the same from
unauthorized access or loss. To date, we have not incurred any material costs as a result of such commitments. Any such credits or payments made to customers
under these arrangements are recorded as a reduction of revenue.

Consulting Revenue. Consulting services revenue is generated by providing solutions for operators in the pre-application of licensures and pre-operational
phases of development and consists of contracts with fixed terms and fee structures based upon the volume and activity or fixed-price contracts for consulting and
strategic services. These services include application and business plan preparation as they seek licenses to be granted. Consulting projects completed during the pre-
application phase generally solidify us as the software vendor of choice for subsequent operational phases once the operator is granted the license. As a result, our
consulting revenue is driven as new emerging states pass legislation, and as our client-operators gain licenses. When these services are not combined with
subscription revenues as a single unit of account, these revenues are recognized as services are rendered and accepted by the customer. 

 
Other Revenue. Our other revenue is derived primarily from . We recognize revenue as these products

are delivered and title has transferred.
 
Cost of Revenue. Cost of revenue consists primarily of costs related to providing subscription and other services to our customers, including employee

compensation and related expenses for data center operations, customer support and professional services personnel, payments to outside technology service
providers, security services, and other tools.

 
Deferred Revenue. Deferred revenue consists of payments received in advance of revenue recognition from subscription, implementation and consulting

services. The deferred revenue balance is influenced by several factors, including seasonality, the compounding effects of renewals, contract duration, and invoice
frequency. Deferred revenue that will be recognized during the succeeding twelve-month period is recorded as deferred revenue, which is presented as a current
liability while amounts that will be recognized in periods greater than twelve months in the future are recognized as a noncurrent liability on the accompanying
consolidated balance sheets. 

Disaggregation of Revenue

We derive the majority of our revenue from subscription fees paid for access to and usage of our “software as a service,” or SaaS, solutions for a specified
period of time, typically one to three years. In addition to subscription fees, contracts with customers may include implementation fees for launch assistance and
training. Fixed subscription and implementation fees are billed in advance of the subscription term and are due in accordance with contract terms, which generally
provide for payment within 30 days. Our contractual arrangements include performance, termination and cancellation provisions, but do not provide for refunds.
Customers do not have the contractual right to take possession of tour software at any time.

Sales taxes collected from customers and remitted to government authorities are excluded from revenue.
12

point-of-sale hardware and other non-recurring revenue



The following tables summarizes our revenue disaggregation of enterprise offerings and non-enterprise offerings for the following periods (in thousands):

Six Months Ended June 30,
2022 2021

Enterprise $ 5,898  $ 1,638
Non-enterprise 7,139  7,283
 $ 13,037  $ 8,921

Six Months Ended June 30,
2022 2021

United States $ 9,243  $ 6,267
Canada 3,794  2,654
 $ 13,037  $ 8,921

 
Contracts with Multiple Performance Obligations

Customers may elect to purchase a subscription to multiple modules, multiple modules with multiple service levels, or, for certain of the Company's
solutions. We evaluate such contracts to determine whether the services to be provided are distinct and accordingly should be accounted for as separate performance
obligations. If we determine that a contract has multiple performance obligations, the transaction price, which is the total price of the contract, is allocated to each
performance obligation based on a relative standalone selling price method. We estimate standalone selling price based on observable prices in past transactions for
which the product offering subject to the performance obligation has been sold separately. As the performance obligations are satisfied, revenue is recognized as
discussed above in the product descriptions.
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Transaction Price Allocated to Future Performance Obligation

GAAP provides certain practical expedients that limit the required disclosure of the aggregate amount of transaction price that is allocated to performance
obligations that have not yet been satisfied. As many of the contracts the Company has entered into with customers are for a twelve-month subscription term, a
significant portion of performance obligations that have not yet been satisfied as of June 30, 2022 are part of a contract that has an original expected duration
o f one year or less. For contracts with an original expected duration of greater than one year, for which the practical expedient does not apply, the aggregate
transaction price allocated to the unsatisfied performance obligations was $22.3 million as of June 30, 2022, of which $11.9 million is expected to be recognized as
revenue over the next twelve months.   

Deferred Revenue
 

Deferred revenue represents the unearned portion of subscription and implementation fees. Deferred revenue is recorded when cash payments are received in
advance of performance. Deferred amounts are generally recognized within one to three years. Deferred revenue is included in the accompanying consolidated
balance sheets under current liabilities, net of any long-term portion that is included in noncurrent liabilities.

 
The following table summarizes deferred revenue activity for the six months ended June 30, 2022 (in thousands):
 

 

As of
December
31, 2021  Net additions  

Revenue
recognized  

As of
June 30, 2022

Deferred revenue $ 4,126  8,881  (10,002) $ 3,005
 

Of the $13.0 million of revenue recognized in the six months ended June 30, 2022, $3.1 million was included in deferred revenue at December 31, 2021.
 
Costs to Obtain Contracts

We capitalize sales commissions that are directly related to obtaining customer contracts and that would not have been incurred if the contract had not been
obtained. These costs are included in the accompanying consolidated balance sheets and are classified as a component of Prepaid expenses and other current assets.
Deferred contract costs are amortized to sales and marketing expense over the expected period of benefit, which we have determined to be one to three years based on
the estimated customer relationship period.    

The following table summarizes deferred contract cost activity for the six months ended June 30, 2022 (in thousands):
 

 

As of
December
31, 2021  Additions  

Amortized
costs  

As of 
June 30, 2022

Deferred contract costs $ 261  279  (246) $ 294
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Note 4 – Significant Transactions
 
Convertible Notes Amendment

On June 30, 2022, we and the holders Senior Convertible Notes entered into the Convertible Notes Amendment to add covenants such that (a) we will be
subject to a daily cash test beginning on July 1, 2022 of having an available cash balance of at least $7 million, which amount shall be reduced by $1 million on each of
the dates at which the aggregate principal due upon the Senior Convertible Notes is equal to or less than $14 million and $11 million, subject in all cases to a minimum
of $5 million, and (b) we will establish and maintain bank accounts for each holder and deposit in such accounts an aggregate amount of $7 million with such amount
to be released from the accounts only upon the written consent of such holder, provided that $1 million will automatically release from the accounts upon the
occurrence of each of the dates at which the aggregate principal due upon the Senior Convertible Notes is equal to or less than $14 million and $11 million, subject to
certain conditions. Further the holders of the Senior Convertible Notes waived provisions such that (i) no amortization payments are due and payable for any payments
previously required to be made from July 1, 2022 through January 1, 2023, (ii) the holders of the Senior Convertible Notes will not accelerate any previously deferred
installment amounts until January 1, 2023 and (iii) the terms of the Senior Convertible Notes which would provide for reset of the conversion price of the Senior
Convertible Notes as a result of the issuance of securities under the Unit Offering and instead agree to a reset of the conversion price equal to a per share price of 135%
of the Unit Offering price, or $0.3105 per unit.

Unit Offering

On June 30, 2022, we entered into an underwriting agreement (the “Underwriting Agreement”) with A.G.P./Alliance Global Partners (the “Underwriter”), in
connection with the Unit Offering which is comprised of an aggregate of (i) 29,382,861 units of the Company consisting of 29,382,861
shares of Common Stock together with Common Stock warrants (the “Common Warrants”) to purchase up to 29,382,861
shares of Common Stock and (ii) 14,095,400 pre-funded units, consisting of 14,095,400 pre-funded warrants
(“Pre-Funded Warrants”), with each Pre-Funded Warrant exercisable for one share of Common Stock, together with
Common Warrants to purchase up to 14,095,400 shares of Common Stock. The units were sold at a public offering
price of $0.23 per unit and the pre-funded units were sold at a public offering price of $0.2299 per pre-funded
unit. Each Share and each Pre-Funded Warrant was sold with an accompanying Common Warrant but were issued
separately and are immediately tradeable separately upon issuance.

The Pre-Funded Warrants are immediately exercisable at a nominal exercise price of $0.0001 or on a cashless basis and may be
exercised at any �me un�l all of the Pre-Funded Warrants are exercised in full. The Common Warrants have an exercise price of $0.23 per
share subject to certain adjustments, are immediately exercisable and will expire five years from the date of issuance.

The Pre-Funded Warrants were sold to purchasers whose purchase of shares of Common Stock in the Offering would otherwise result in
the purchaser, together with its affiliates and certain related par�es, beneficially owning more than 4.99% (or at the elec�on of the purchaser,
9.99%) of our outstanding Common Stock immediately following the consumma�on of the Unit Offering, in lieu of shares of Common Stock.
Each Pre-Funded Warrant represents the right to purchase one share of Common Stock at an exercise price of $0.0001 per share.

Pursuant to the Underwriting Agreement, we granted the Underwriter a 45-day option from June 30, 2022 to purchase from the Company (i) additional shares
of Common Stock and/or (ii) Common Warrants and/or (iii) Pre-Funded Warrants, in any combination thereof, up to, and not to exceed, 13,043,478 shares of Common
Stock or shares of Common Stock underlying Pre-Funded Warrants or Common Warrants, in the aggregate, solely to cover over-allotments, if any.

Pursuant to the  Underwriting Agreement and upon closing of the Unit Offering, we issued to the Underwriter warrants to purchase up to 2,173,913 shares of
Common Stock (the “Underwriter Warrants” and, together with the Common Warrants and the Pre-Funded Warrants, the “Warrants”), which is 5.0% of the aggregate
number of Shares and Shares issuable upon exercise of the Pre-Funded Warrants sold in the Unit Offering. The Underwriter Warrants are exercisable at any time and
from time to time, in whole or in part, commencing from six months after June 29, 2022 (the "Effective Date") and ending five years from the Effective Date, at a price
per share equal to $0.23, which is the public offering price per unit.

The Unit Offering closed on July 5, 2022 and we received net proceeds of approximately $ 9.3 million after deducting underwriting discounts and
commissions and related expenses. In connection with the Convertible Notes Amendment, a total of $7 million of the proceeds were deposited into certain
restricted cash accounts. We intend to use the remaining net proceeds from the Unit Offering for general corporate purposes, including working capital,
marketing, product development and capital expenditures.

Restructuring

In May 2022, we implemented the Restructuring as approved by our board of directors. The Restructuring resulted in a reduction of the Company's workforce
by 59 employees, or approximately 33 percent of the Company. We incurred costs of approximately $ 0.5 million in severance benefits, including employee insurance,
associated payroll taxes and legal costs in connection with the Restructuring. Of the total amount incurred, $0.3 million was included in Sales and marketing costs, $0.2
million was recorded in Product development and less than $0.1 million was included in Cost of revenue and General and administrative expenses, respectively. All
amounts directly attributable to the severed employees were settled in cash during the quarter ended June 30, 2022. Accordingly, we have no material obligations
remaining associated with the Restructuring. In addition to the reduction in force, the Company's executive leadership team agreed to a temporary 25 percent reduction
in salary, subject to certain conditions.
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2021 Transactions

Viridian Sciences
 

On April 1, 2021, we completed the acquisition of Viridian Sciences Inc. (“Viridian”), a cannabis business management software provider that is built on SAP
Business One. We acquired Viridian in exchange for 1.0 million shares of our common stock valued at $6.0 million. In addition to the stock consideration, the
agreement provides for contingent consideration of up to $1.0 million, payable in additional common stock, if Viridian meets certain revenue criteria. We finalized our
purchase price accounting during the three months ended March 31, 2022 and there were no changes to the previously disclosed purchase price accounting. 

365 Cannabis
 

On October 1, 2021, we acquired all the issued and outstanding shares of 365 Cannabis. Under the terms of the stock purchase agreement (the “Stock Purchase
Agreement”), the aggregate consideration for the 365 Cannabis shares consisted of an initial purchase price of (1) $5,000,000 in cash, (2) $12,000,000 in stock, which
was to be settled by issuing 3.6 million shares of our common stock, and (3) contingent value rights to be issued pursuant to a rights indenture entitling the holders
thereof to receive, subject to certain adjustments as set forth in the Agreement, an aggregate of up to $8,000,000 in stock, in the event that 365 Cannabis achieves
certain revenue targets as specified in the Agreement.  These rights are accounted for as contingent consideration and are currently recorded at preliminary fair value
which will be updated upon finalization of purchase accounting.

We reached a working capital settlement agreement during the first quarter of 2022 in the amount of $1.5 million. As a result of this post-close adjustment, the
365 Cannabis purchase price was reduced by $1.5 million. This was recorded as follows: 1) a receivable of $400,000 was booked in other current assets in our
condensed consolidated balance sheet as of March 31, 2022 and was received in the second quarter of 2022, 2) a reduction of $160,000 was made to the working capital
accrual that was booked as of December 31, 2021, and 3) 279,762 shares worth $940,000 that were held in escrow were released back to Akerna to cover the
remainder of the working capital adjustment. 

On May 23, 2022, we and the sellers of 365 Cannabis entered into an amendment (the "Amendment") to the Stock Purchase Agreement in order to provide the
Sellers an election to have the potential earn-out payment, recognized as contingent consideration in the table below, paid in cash or Common Stock or in any
combination thereof. Under the Amendment, if a seller elects to have any portion of the earn-out payment paid in cash such amount payable will be reduced by 25%.

The updated consideration transferred is reflected in the table below (in thousands): 
 

  
Preliminary
Fair Value  

Shares issued  $ 11,060 
Cash 4,982
Contingent consideration 6,300

Total preliminary fair value of consideration transferred $ 22,342
 

The opening balance sheet presented below reflects our updated purchase price allocation, summarizing the preliminary fair values of assets acquired and
liabilities assumed as of the date of acquisition (in thousands): 
 

  
Preliminary
Fair Value  

Cash $ 527
Accounts receivable   486  
Prepaid expenses and other current asset 261
Fixed assets 93
Non-compete agreement 80
Acquired technology   1,040 
Customer relationships 13,810
Acquired trade name 270
Goodwill 12,543
Accounts payable and accrued expenses   (2,642)
Deferred tax liabilities (826)
Deferred revenue   (3,300)

Net assets acquired  $ 22,342 
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The excess of purchase consideration over the fair value of assets acquired and liabilities assumed was recorded as goodwill, which is primarily attributed to the
assembled workforce and expanded market opportunities, for which there is no basis for U.S. income tax purposes. The fair values assigned to identifiable assets
acquired and liabilities assumed are based on management’s estimates and assumptions. We expect to finalize the valuation as soon as practicable, but no later
than one year from the acquisition date.

Pro Forma Financial Information

The following unaudited pro forma consolidated operating results give effect to the Viridian and 365 Cannabis acquisitions, as if they had been completed as of
January 1, 2020 (in thousands): 

Six Months Ended
June 30,

2021
Revenue $ 14,698
Net loss $ (13,317)

Three Months
Ended

June 30,
2021

Revenue $ 7,291
Net loss $ (6,743)

The pro forma financial information for the period presented above has been calculated after adjusting the results of Viridian and 365 Cannabis to reflect the
business combination accounting effects resulting from this acquisition, including the amortization expense from acquired intangible assets as though the acquisition
occurred as of the beginning of the periods indicated above as well as direct acquisition costs. The pro forma financial information is for informational purposes only and
is not indicative of the results of operations that would have been achieved if the acquisition had taken place at the beginning of the years indicated above.

Special Voting Preferred Stock and Exchangeable Shares

In connection with the Ample acquisition, which was completed on July 7, 2020, we entered into agreements with our wholly-owned subsidiary and the Ample
shareholder representative that resulted in the issuance of a single share of our special voting preferred stock, for the purpose of ensuring that each Exchangeable Share is
substantially the economic and voting equivalent of a share of Akerna common stock, and, following the registration of the Akerna shares issuable upon exchange of the
Exchangeable Shares under the Securities Act of 1933, ensuring that each Exchangeable Share is exchangeable on a one-for-one basis for a share of Akerna common
stock, subject to certain limitations. As a result of these agreements and the issuance of the special voting preferred stock, each holder of Exchangeable Shares effectively
has the ability to cast votes along with holders of Akerna common stock. Additionally, these agreements grant exchange rights to the holders of exchangeable shares
upon the event of our liquidation, dissolution or winding up.

The special voting preferred stock has a par value of $0.0001 per share and a preference in liquidation of $1.00. The special voting preferred stock entitles the
holder to an aggregate number of votes equal to the number of the exchangeable shares issued and outstanding from time to time and which we do not own. The holder
of the special voting preferred stock and the holders of shares of Akerna common stock will both together as a single class on all matters submitted to a vote of our
shareholders. At such time as the special voting preferred stock has no votes attached to it, the share shall be automatically cancelled. The exchangeable shares do not
have a par value.

During the six months ended June 30, 2022, several Ample shareholders exchanged a total of 18,094 exchangeable shares with a value of $138,419 for the same
number of shares of Akerna common stock. The exchange was accounted for as an equity transaction and we did not recognize a gain or loss on this transaction. As of
June 30, 2022, there were a total of 291,192 exchangeable shares issued and outstanding.
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Note 5 - Supplemental Balance Sheet Disclosures
 

Prepaid expenses and other current assets consisted of the following:
 

As of As of
June 30, December 31,

 2022   2021
Software and technology $ 470,505  $ 687,740
Professional services, dues and subscriptions             505,282              546,126
Insurance             74,196              264,097
Deferred contract costs             293,618              260,899
Unbilled receivables             733,045              506,984
Other               78,800                117,918
Total prepaid expenses and other current assets $      2,155,446  $        2,383,764

Accounts payable, accrued expenses, and other accrued liabilities consisted of the following: 

As of As of
June 30, December 31,

2022 2021
Accounts payable $ 3,793,079  $ 1,943,457
Professional fees  182,015   319,590
Sales taxes  572,567   360,361
Compensation  901,304   1,123,467
Contractors  551,388   1,288,730
Settlements and legal 920,736 681,045
Other  129,590   346,870
Total accounts payable, accrued expenses, and other accrued liabilities $ 7,050,679  $ 6,063,520
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Note 6 - Fair Value 

Fair Value Option Election – Convertible Notes 

We issued convertible notes with a principal amount of $17.0 million at a purchase price of $15.0 million (the “2020 Notes”) on June 9, 2020. The 2020 Notes
were paid in full on October 5, 2021 and were replaced by the Senior Convertible Notes of $20.0 million at a purchase price of $18.0 million on the same date. We
elected to account for both the 2020 Notes and the Senior Convertible Notes using the fair value option. Under the fair value option, the financial liability is initially
measured at its issue-date estimated fair value and subsequently remeasured at its estimated fair value on a recurring basis at each reporting period date. The change in
estimated fair value resulting from changes in instrument-specific credit risk is recorded in other comprehensive income as a component of equity. The remaining
estimated fair value adjustment is presented as a single line item within other (expense) income in our condensed consolidated statements of operations under the
caption, change in fair value of convertible notes.  

For the 2020 Notes and the Senior Convertible Notes, which are measured at fair value categorized within Level 3 of the fair value hierarchy, the following is a
reconciliation of the fair values for the three and six months ended June 30, 2022 and June 30, 2021:

Three Months Ended June 30,
2022 2021

Fair value balance at beginning of period $ 15,337,000 $ 7,705,000
Payments on Convertible Notes (2,080,000) (1,572,405)
Change in fair value reported in the statements of operations 294,000 16,405
Change in fair value reported in other comprehensive loss (163,000) 3,000

Fair value balance at end of period $ 13,388,000 $ 6,152,000

Six Months Ended June 30,
2022 2021

Fair value balance at beginning of period $ 17,305,000 $ 13,398,000
Payments on Convertible Notes (5,380,000) (9,269,677)
Change in fair value reported in the statements of operations 1,727,000 2,007,677
Change in fair value reported in other comprehensive loss  (264,000) 16,000
Fair value balance at end of period $ 13,388,000 $ 6,152,000

The estimated fair value of the Senior Convertible Notes as of June 30, 2022 and December 31, 2021, was computed using a Monte Carlo simulation, which
incorporates significant inputs that are not observable in the market, and thus represents a Level 3 measurement as defined by GAAP. The unobservable inputs utilized
for measuring the fair value of the Senior Convertible Notes reflect our assumptions about the assumptions that market participants would use in valuing the Senior
Convertible Notes as of the issuance date and subsequent reporting period. The Convertible Notes Amendment qualifies as a troubled debt restructuring (“TDR”);
however, there is no impact on the consolidated balance sheet or in the statement of operations as a result of the TDR as the Senior Convertible Notes are recorded at
their fair value.   

We estimated the fair value by using the following key inputs to the Monte Carlo Simulation Model: 

Fair Value Assumptions - Convertible Notes  June 30, 2022   December 31, 2021  
Face value principal payable   $ 14,620,000     $ 20,000,000   
Original conversion price (1)  $ 0.3105   $ 4.05  
Value of Common Stock  $ 0.14   $ 1.75  
Expected term (years)   2.3    2.8  
Volatility   79 %  75 %
Market yield   43.4%   37.1 % 
Risk free rate   3.0 %  1 %
Issue date October 5, 2021 October 5, 2021
Maturity date October 5, 2024 October 5, 2024
(1) In accordance with the Convertible Notes Amendment, the conversion price has been lowered to $0.3105 per share from $4.05 per
share.
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Fair Value Measurement – Warrants
 

In connection with MTech Acquisition Corp.'s ( “MTech”) initial public offering, MTech sold 5,750,000 units at a purchase price of $10.00 per unit, inclusive of
750,000 units sold to the underwriters on February 8, 2018, upon the underwriters’ election to fully exercise their over-allotment option. Each unit consisted of one share
of MTech’s common stock and one warrant of MTech (“MTech Public Warrant”). Each MTech Public Warrant entitled the holder to purchase one share of MTech’s
common stock at an exercise price of $11.50. Concurrently with MTech’s initial public offering, MTech sold 243,750 units at a purchase price of $10.00 per unit on a
private offering basis.  Each unit consisted of one share of MTech’s common stock and one warrant of MTech (“MTech Private Warrant”). Each MTech Private Warrant
entitled the holder to purchase one share of MTech’s common stock at an exercise price of $11.50. 

 
Upon completion of the mergers between MTech and MJF on June 17, 2019, as contemplated by the Merger Agreement dated October 10, 2018, as amended

("Mergers"), the MTech Public Warrants and the MTech Private Warrants were converted, respectively, at an exchange ratio of one-for-one to a warrant to purchase one
share of Akerna’s Common Stock with identical terms and conditions as the MTech Public Warrants (“Public Warrant”) and the MTech Private Warrants (“Private
Warrant”, collectively with the Public Warrants, “Warrants”)   In connection with the completion of the Mergers, we also issued 189,365 common stock purchase
warrants upon the cashless exercise of a unit purchase option, which warrants have identical terms to the Public Warrants and are included in references to Public
Warrants and Warrants herein.   

 
For the Private Warrants classified as derivative liabilities, which are measured at fair value categorized within Level 3 of the fair value hierarchy, the following

is a reconciliation of the fair values for the three months ended June 30, 2022 and June 30, 2021:
 

Three Months Ended June 30,
2022 2021

Fair value balance at beginning of period $ 45,127 $ 487,372
Change in fair value reported in the statements of operations  (33,845) (133,125)
Fair value balance at end of period $ 11,282 $ 354,247

 
Six Months Ended June 30,
2022 2021

Fair value balance at beginning of period $ 63,178 $ 311,376
Change in fair value reported in the statements of operations (51,896) 42,871
Fair value balance at end of period $ 11,282 $ 354,247

 
We utilized a binomial lattice model, which incorporates significant inputs, specifically the expected volatility, that are not observable in the market, and thus

represents a Level 3 measurement as defined in GAAP. The unobservable inputs utilized for measuring the fair value of the Private Warrants reflect our estimates
regarding the assumptions that market participants would use in valuing the Warrants as of the end of the reporting periods.

 
We record the fair value of the Private Warrants in the consolidated balance sheets under the caption “derivative liability” and recognize changes to the liability

against earnings or loss each reporting period. Upon exercise of the Private Warrants, holders will receive a delivery of Akerna shares on a net or gross share basis per
the terms of the Private Warrants and any exercise will reclassify the Private Warrants, at the time of exercise, to shareholder’s equity to reflect the equity transaction. 
There are no periodic settlements prior to the holder exercising the Private Warrants. There were no transfers in or out of Level 3 from other levels for the fair value
hierarchy.     

 
We estimated the fair value by using the following key inputs:   

 
Fair Value Assumptions - Private Warrants  June 30, 2022   December 31, 2021  
Number of Private Warrants   225,635     225,635   
Original conversion price  $ 11.50   $ 11.50  
Value of Common Stock  $ 0.14   $ 1.75  
Expected term (years)   1.96    2.46  
Volatility   107.0 %  93.9 %
Risk free rate   2.9 %  0.8 %
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Note 7 - Commitments and Contingencies
 
Litigation

On December 4, 2020, TechMagic USA LLC (“TechMagic”) filed suit against our wholly-owned subsidiary, Solo, in the Massachusetts Superior Court,
Department Business Litigation, seeking recovery for certain unpaid invoices pursuant to a Master Services Agreement dated February 5, 2018 (the “Master Services
Agreement”) by and between TechMagic and Solo. The suit sought recovery for continued fees under the Master Services Agreement through the end of January 2021.
Akerna provided a notice of termination of the Master Services Agreement on November 23, 2020 and the parties disputed the effective date of the termination. Solo
disputed the validity of the invoices, in whole or in part. Mr. Ashesh Shah, formerly the president of Solo and currently the holder of less than 5% of our issued and
outstanding shares of Common Stock is, to our knowledge, the founder and one of the principal managers of TechMagic. On May 21, 2021, Solo filed suit against two
of Solo's former directors, Mr. Shah and Palle Pedersen. Solo sought recovery for Mr. Shah's intentional interference with contractual relations, and the defendant's
breaches of various fiduciary duties owed to Solo. Defendant Shah engaged in improper communications with Solo's customers with the intent that those customers cease
their contractual relations with Solo. The defendants also entered into an improper contract with a contractual counter party with whom the defendants had a conflict of
interest. The defendants filed a motion to dismiss, which the court found unpersuasive and denied. In July 2022, we entered into an agreement with TechMagic and the
defendants to dismiss all litigation and claims described above. In connection with the settlement agreement, we reversed our previously accrued loss contingency of
$0.5 million during the quarter ended June 30, 2022.

On April 2, 2021, TreCom Systems Group, Inc. (“TreCom”) filed suit against Akerna and our wholly-owned subsidiary, MJ Freeway, LLC, in federal District
Court for the Eastern District of Pennsylvania, seeking recovery of up to approximately $2 million for services allegedly provided pursuant to a Subcontractor
Agreement between MJ Freeway and TreCom. MJ Freeway provided a notice of termination of the operative Subcontractor Agreement on August 4, 2020. MJ Freeway
disputes the validity of TreCom’s invoices and the enforceability of the alleged agreement that TreCom submitted to the court. Akerna filed counterclaims against
TreCom for breach of contract, a declaratory judgment, commercial disparagement, and defamation. TreCom failed to return Akerna’s intellectual property and issued
numerous disparaging statements to one of Akerna’s clients. TreCom subsequently filed a motion to dismiss these counterclaims, which was denied by the court. Akerna
intends to vigorously defend against TreCom’s claims, and pursue its own claims. As of December 31, 2021 and June 30, 2022, we recognized a loss contingency of
$0.2 million.

From time to time, we may be involved in litigation relating to claims arising out of our operations in the normal course of business. We will accrue a liability
for such matters when it is probable that a liability has been incurred and the amount can be reasonably estimated. When only a range of possible loss can be established,
the most probable amount in the range is accrued. If no amount within this range is a better estimate than any other amount within the range, the minimum amount in the
range is accrued. The accrual for a litigation loss contingency might include, for example, estimates of potential damages, outside legal fees and other directly related
costs expected to be incurred. As of June 30, 2022, and through the date these consolidated financial statements were issued, there were no other legal proceedings
requiring recognition or disclosure in the consolidated financial statements.

Operating Leases

During the first half of 2022, we began negotiations to terminate the 365 Cannabis office lease in Las Vegas, Nevada. We recorded an obligation and lease
termination expense of $0.5 million which is management’s best estimate of the costs to exit our existing lease. The lease termination expense is included within the
General and Administrative expense line item on the condensed consolidated statement of operations. 
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Note 8 - Loss Per Share 

During the three and six months ended June 30, 2022 and 2021, we used the two-class method to compute net loss per share because we issued securities other
than common stock that are economically equivalent to a common share in that the class of stock has the right to participate in dividends should a dividend be declared
payable to holders of Akerna Common Stock. These participating securities were the Exchangeable Shares issued by our wholly owned subsidiary in exchange for
interest in Ample. The two-class method requires earnings for the period to be allocated between the Common Stock and participating securities based on their respective
rights to receive distributed and undistributed earnings. Under the two-class method, for periods with net income, basic net income per common share is computed by
dividing the net income attributable to common stockholders by the weighted average number of shares of Common Stock outstanding during the period. Net income
attributable to common stockholders is computed by subtracting from net income the portion of current period earnings that the participating securities would have been
entitled to receive pursuant to their dividend rights had all of the period's earnings been distributed. No such adjustment to earnings is made during periods with a net
loss, as the holders of the Exchangeable Shares have no obligation to fund losses.

Diluted net loss per common share is calculated under the two-class method by giving effect to all potentially dilutive Common Stock, including warrants,
restricted stock awards, restricted stock units, and shares of common stock issuable upon conversion of our Senior Convertible Notes. We analyzed the potential dilutive
effect of any outstanding convertible securities under the “if-converted” method, in which it is assumed that the outstanding Exchangeable Shares and Senior Convertible
Notes are converted to shares of Common Stock at the beginning of the period or date of issuance, if later. We report the more dilutive of the approaches two-class or “if-
converted”) as the diluted net loss per share during the period. The dilutive effect of unvested restricted stock awards and restricted stock units is reflected in diluted loss
per share by application of the treasury stock method and is excluded when the effect would be anti-dilutive. 

The weighted-average number of shares outstanding used in the computation of diluted earnings per share does not include the effect of potential outstanding
common shares that would have been anti-dilutive for the period.

The table below details potentially outstanding shares on a fully diluted basis that were not included in the calculation of diluted earnings per share:

As of June 30,
 2022 2021  
Shares issuable upon exchange of Exchangeable Shares 291,192 1,039,373
Shares of common stock issuable upon conversion of convertible notes (1) 47,085,346 1,761,929
Warrants  5,813,804 5,813,804 
Unvested restricted stock units  445,646 998,104 
Unvested restricted stock awards  6,679 32,394 

Total  53,642,667 9,645,604 
 (1) In accordance with the Convertible Notes Amendment, the conversion price has been lowered to $ 0.3105 per share from $4.05 per share.
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Note 9 - Goodwill and Intangible Assets, net 

Impairments

Based on our qualitative assessment of goodwill, we determined it was necessary to perform a quantitative valuation of goodwill as of March 31, 2022 and  June
30, 2022. Unchanged from the year ended December 31, 2021, we determined there were two reporting units: the enterprise reporting unit which is comprised of the
enterprise software offerings and the non-enterprise reporting unit which is comprised of the non-enterprise software offerings. The valuations of our goodwill was
determined with the assistance of an independent valuation firm using the income approach (discounted cash flows method) and the market approach (guideline public
company method). Our significant assumptions in these analyses include, but are not limited to, future cash flow projections, the weighted average cost of capital, the
discount rate, the implied control premium, the terminal growth rate, and the tax rate. Our estimates of future cash flows are based on current regulatory and economic
climates, recent operating results, and planned business strategies. These estimates could be negatively affected by changes in federal, state, or local regulations or
economic downturns. Future cash flow estimates are, by their nature, subjective and actual results may differ materially from the Company’s estimates. If our ongoing
estimates of future cash flows are not met, we may have to record additional impairment charges in future periods. We also use the Guideline Public Company Method, a
form of the market approach (utilizing Level 3 unobservable inputs), which is derived from metrics of publicly traded companies or historically completed transactions
of comparable businesses. The selection of comparable businesses is based on the markets in which the reporting units operate giving consideration to risk profiles, size,
geography, and diversity of products and services. As such, we believe the current assumptions and estimates utilized are both reasonable and appropriate.

Enterprise Reporting Unit

For the three and six months ended June 30, 2022, due primarily to a continued decline in market valuation from December 31, 2021, we recorded an impairment
expense of $12.9 million to goodwill for our enterprise reporting unit. To perform our analysis, we applied a 50% weighting to the market approach and 50% weighted
to the income approach. 

Non-Enterprise Reporting Unit  

For the three and six months ended June 30, 2022, primarily due to a continued decline in market valuation from December 31, 2021, we recorded impairment
expenses of $11.2 million and $23.5 million, respectively, related to our non-enterprise reporting unit. To perform our analysis, we applied a 25% weighting to the
income approach and a 75% weighting to the market approach. 

Finite-lived Intangible Assets, Net

We performed a two step impairment test for the asset groups that had indicators of impairment during the three and six months ended June 30, 2022 and as a result of
these analyses, we recorded impairments of $3.2 million attributable to certain intangible assets and capitalized software associated with one specific business line
within the Non-Enterprise Reporting Unit.

Note 10 - Income Taxes
 

Our effective tax rate was 0.44% and 0.08% for the six months ended June 30, 2022 and 2021, respectively. Differences between the statutory rate and our
effective tax rate resulted from changes in valuation allowance and permanent differences for tax purposes in the treatment of certain nondeductible expenses. Our
effective tax rate is impacted by indefinite-lived deferred tax liabilities, resulting primarily from the acquisition of 365 Cannabis, which cannot be considered as a source
of future taxable income available to utilize recorded deferred tax assets based on the Company's scheduling and the 80% limit on the utilization of net operating loss carry
forwards under current US tax law. Uncertain tax positions related to penalties of less than $0.1 million have been reversed for the three months ended June 30, 2022 as a
result of the Internal Revenue Service's dismissal of the potential penalties. 
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read in conjunction with our unaudited condensed consolidated financial statements for the three
and six months ended June 30, 2022, and the related notes thereto, which have been prepared in accordance with generally accepted accounting principles in the United
States ("GAAP").  

Akerna Corp., herein referred to as “we”, “us”, “our,” the  “Company” or “Akerna”, through our wholly-owned subsidiaries MJ Freeway, LLC, Trellis Solutions,
Inc., Ample Organics, Inc., solo sciences, inc., Viridian Sciences Inc., and The NAV People, Inc. d.b.a. 365 Cannabis.

Forward-Looking Statements

This Quarterly Report on Form 10-Q including all exhibits hereto contain “forward-looking statements” within the meaning of the Private Securities Litigation
Reform Act of 1995, including statements regarding future events or our future results of operations, financial condition, business, strategies, financial needs, and the plans
and objectives of management. In some cases, forward-looking statements can be identified because they contain words such as “anticipate,” “believe,” “continue,”
“could,” “estimate,” “expect,” “intend,” “may,” “might,” “likely,” “plan,” “potential,” “predict,” “project,” “seek,” “should,” “target,” “will,” “would,” or similar
expressions and the negatives of those terms. Forward-looking statements are based on information available to our management as of the date of this Quarterly Report and
our management’s good faith belief as of such date with respect to future events and are subject to a number of risks, uncertainties, and assumptions that could cause actual
performance or results to differ materially from those expressed in or suggested by the forward-looking statements, in particular the substantial risks and uncertainties
related to the ongoing COVID-19 pandemic. Important factors that could cause such differences include, but are not limited to:
 

● our ability to continue as a going concern and manage  our cash flow;
● our ability to manage our history of losses;

 ● our ability to sustain our revenue growth rate, to achieve or maintain profitability, and to effectively manage our anticipated growth;
 ● our dependence on the commercial success of our clients, the continued growth of the cannabis industry and the regulatory environment in which the cannabis

industry operates
 ● our ability to attract new clients on a cost-effective basis and the extent to which existing clients renew and upgrade their subscriptions;
 ● the timing of our introduction of new solutions or updates to existing solutions;
 ● our ability to successfully diversify our solutions by developing or introducing new solutions or acquiring and integrating additional businesses, products,

services, or content;
 ● our ability to respond to changes within the cannabis industry, including legal and regulatory changes;
 ● the effects of adverse changes in, or the enforcement of, federal laws regarding our clients’ cannabis operations or our receipt of proceeds from such operations;
 ● our ability to manage unique risks and uncertainties related to government contracts;
 ● our ability to manage and protect our information technology systems;

● our ability to maintain and expand our strategic relationships with third parties;
● our ability to deliver our solutions to clients without disruption or delay;
● our exposure to liability from errors, delays, fraud, or system failures, which may not be covered by insurance;
● our ability to expand our international reach;

 ● our ability to retain or recruit officers, key employees, and directors;
 ● our ability to raise additional capital or obtain financing in the future;
 ● our ability to successfully integrate acquired businesses with Akerna’s business within anticipated timelines and at their expected costs;
 ● our ability to complete planned acquisitions on time or at all due to failure to obtain stockholder approval or governmental or regulatory clearances, or the failure

to satisfy other conditions to completion, or the failure of completion for any other reason;
 ● our response to adverse developments in the general market, business, economic, labor, regulatory, and political conditions, including worldwide demand for

cannabis and the spot price and long-term contract price of cannabis;
 ● our response to competitive risks;

● our ability to protect our intellectual property;
● the market reaction to negative publicity regarding cannabis;
● our ability to manage the requirements of being a public company;
● our ability to implement effective disclosure controls and procedures and internal control over financial reporting;
● our ability to service our convertible debt and meet ongoing covenants under our convertible notes;
● our accounting treatment of certain of our private warrants;
● our ability to effectively manage any disruptions to our business and/or any negative impact to our financial performance caused by the economic and social

effects of the COVID-19 pandemic and measures taken in response; and
 ● other factors discussed in other sections of this Quarterly Report on Form 10-Q, including the sections of this report titled “Management’s Discussion and

Analysis of Financial Condition and Results of Operations” and under Part II, Item 1A. “Risk Factors” and in our Annual Report on Form 10-K as filed with
the Securities and Exchange Commission, or the SEC, on March 31, 2022, under Part I, Item 1A, “Risk Factors.” 
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Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially from those
anticipated, believed, estimated, or expected. We caution readers not to place undue reliance on any such forward-looking statements, which speak only as of the date made.
We disclaim any obligation to revise subsequently any forward-looking statements to reflect events or circumstances after the date of such statements or to reflect the
occurrence of anticipated or unanticipated events. We qualify all the forward-looking statements contained in this Quarterly Report by the foregoing cautionary statements.
 
Business Overview

Akerna is a leading provider of software solutions within the cannabis industry. Cannabis businesses face significant complexity due to the stringent regulations and
restrictions that shift based on regional, state, and national governing bodies. As the first to market more than ten years ago, Akerna’s family of software platforms  help
to enable regulatory compliance and inventory management across the entire supply chain. When the legal cannabis market started to grow, we identified a need for organic
material tracking and regulatory compliance software as a service (SaaS) solution customized specifically for the unique needs of the industry. By providing an integrated
ecosystem of applications and services that help our clients enable compliance, regulation, consumer safety and taxation, Akerna is building the technology backbone of the
cannabis industry. While designed specifically for the unique needs of the cannabis market, our solutions are adaptable for other industries requiring government regulatory
oversight, or where the tracking of organic materials from seed or plant to end products is desired.

 
Executing upon our expansion strategy, we acquire complementary software brands that service the cannabis industry to grow the scope of Akerna’s cannabis

ecosystem. Since 2019, we have integrated six new brands into the Akerna product and service offering. Our first acquisition, Solo Sciences (“Solo”), was initiated in the
fall of 2019, with the full acquisition completed in July 2020. We added Trellis Solutions (“Trellis”) to our portfolio on April 10, 2020 and finalized the acquisition of
Ample Organics (“Ample”) and Last Call Analytics (“Last Call”) on July 7, 2020. On April 1, 2021 we completed our acquisition of Viridian Sciences Inc. (“Viridian”), a
cannabis business management software system built on SAP Business One, followed by the acquisition of The NAV People, Inc. d.b.a 365 Cannabis ( “365” Cannabis”), a
cannabis business management software system built on Microsoft Business Central, on October 1, 2021. Through our growing family of companies, Akerna provides
highly versatile platforms that equip our clients with a central data management system for tracking regulated products. Our solutions also provide clients with integrated
security, transparency, and scalability capabilities, all while helping maintaining compliance with their governing regulations.
 

On the commercial side, our products help state-licensed businesses operate in compliance with applicable regional laws. Our integrated ecosystem provides
integrations with third-party vendors and add-ons that enhance the capabilities of our commercial software platforms. On the regulatory side, we provide track and trace
solutions that allow state governments to monitor compliance of licensed cannabis businesses.  To date, our software has helped monitor the compliance of more than $30
billion in legal cannabis. While our software facilitates the success of legal cannabis businesses, we do not handle any cannabis-related material, do not process cannabis
sales transactions within the United States (“U.S.”), and our revenue is generated from a fixed-fee based subscription and professional services model and is not related to
the type or amount of sales made by our clients. 

 
We drive revenue growth through the development of our product line, our acquisitions and from continued expansion of our software and consulting offerings

within the cannabis, hemp, and cannabidiol (“CBD”) industry. Businesses across the regulated cannabis industry use our solutions. The brand recognition of our
existing products, our ability to provide services in all areas of the seed-to-sale life cycle, and our wealth of relevant experience attracts cultivation, manufacturing, and
dispensary clients who are seeking comprehensive business optimization solutions. Our software solutions are designed to be scalable, and while mid-market and smaller
customers have historically been our primary target segment, we are focused on extending our customer reach to address the needs of the emerging enterprise level operator.
We believe these larger multi-state/multi-vertical operations represent significant long-term future growth opportunities as the cannabis industry continues to consolidate at
a rapid rate. The sophistication of our platform accommodates the complexities of both multi-vertical and multi-state business needs, making us critical partners and
allowing us to cultivate long-term, successful relationships with our clients.

 
Our platforms provide licensed businesses with a true enterprise solution for managing their inventory and compliance and allow government regulators to engage in

accurate and real-time compliance monitoring. Key capabilities of our technology infrastructure include: 
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Seed-to-Sale Tracking allows the tracking of products from cultivation, through harvest and processing and manufacturing, to the monitoring of the final sale to the
patient or consumer. Our traceability technology captures every step in an individual plant’s life, providing visibility into the supply chain from any measurement of
finished product dispensed to a patient or customer, back to the plant it came from, and all activity, transportation, and transactions that happen in between. While we do not
provide payment processing, and never take, own, or handle any product or cash transaction, our platform records all sales as part of state and jurisdictional compliance
Track-and-Trace processes. The data gathered throughout all of these processes is captured, and provides the insights and information needed to run an efficient and
streamlined cannabis business. Seed-to-Sale software operates in a complementary relationship with state-mandated Track-and-Trace systems, replicating the reporting
functionality and eliminating the need for operators to duplicate their compliance data into two disparate systems. Track-and-Trace systems are designed solely for
government regulators to maintain compliance and do not have the sophistication or functionality to provide cannabis business owners with the insights and tools for
effective business management. Our seed-to-sale platforms integrate with the state Track-and-Trace compliance system, reporting in the mandated data along the supply
chain while also providing business owners with the capabilities to make informed business decisions based on the fully overview of their operations.

Track-and-Trace is the compliance reporting system used by regulatory bodies in most states. In order to adhere to their state-specific compliance regulations,
cannabis operators are required to enter specific data points along the supply chain into the state-mandated track-and-trace system. By doing so, regulators can track the
movement of cannabis inventory through the full supply chain, even when it moves between facilities or operators. The aggregated view that Track-and-Trace
software seeks to ensure that the end product being sold has been grown, harvested, processed, transferred and sold compliantly, and provides assurance of safety to
consumers.

 
Single System Integration allows state-licensed clients to manage inventory, customer records, and staff in one tracking system. MJ Platform and Leaf Data

Systems platforms can be fully integrated with one another to create a streamlined Seed-to-Sale/Track-and-Trace solution. Additionally, our platforms can also be integrated
with systems of numerous third-party suppliers. We have certified integrations with world class accounting solutions, including Sage, SAP, Microsoft and Netsuite. 

 
Anti-Counterfeiting Technology. Solo sciences provides next-generation anti-counterfeiting technology fused with a direct communication system between brands

and consumers. The solo sciences mission is to build confidence and establish trust among consumers, while enabling retailers and distributors to close the loop with
creators and producers.

 
Cannabis Market Insights are curated using the anonymized data aggregated through our Seed-to-Sale platform for key industry intelligence. With over $30 billion

in cannabis sales tracked over the past twelve years, we have cultivated a substantial legal cannabis dataset across 30+ states and multiple countries. This data provides a
detailed overview of key industry trends, giving us the ability to provide banks, investors, researchers, cannabis businesses, and non-cannabis businesses with cannabis
market intelligence and comparison data.

Enterprise Resource Planning (ERP) software is a business process management software that manages and integrates a company’s financials, manufacturing,
inventory, supply chain, operations, commerce, and reporting activities. ERP systems improve an operator's efficiency and effectiveness by eliminating disparate systems,
consolidating business critical information in a single location, reducing double entry data, and streamlining operations. ERP software solutions built for cannabis operators
combine traditional accounting, manufacturing, inventory, and supply chain management with cannabis-specific track and trace and compliance functionality.

 
Using our years of experience, proprietary databases, and resources to identify trends and predict changes in the cannabis industry we evolve our products and

better assist our clients in operating in compliance with the applicable laws of their jurisdictions and capitalizing on commercial opportunities within the applicable
regulatory framework, with accuracy, efficiency, and geographic specificity. We have worked with clients and governments across the globe to create customized solutions
that fit their specific regulatory and commercially compliant needs. While the majority of our clients are in the U.S. and Canada, our solutions allow cannabis businesses to
operate efficiently in this fast-changing industry and comply with state, local, and federal (in countries such as Canada, Italy, Macedonia, and Colombia). Akerna and our
family of companies is well-positioned to provide compliance solutions for the expanding national and international legal cannabis market.
 
 

Key Developments

The following general business development had or may have a significant impact on our results of operations, financial position and cash flows.
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Convertible Notes Amendment

On June 30, 2022, we and the holders that are parties to the securities purchase agreement associated with our 2021 Senior Convertible Notes (the “Senior
Convertible Notes”) entered into an amendment and waiver agreement (the “Convertible Notes Amendment”) to add covenants such that (a) we will be subject to a daily
cash test beginning on July 1, 2022 of having an available cash balance of at least $7 million, which amount shall be reduced by $1 million on each of the dates at which the
aggregate principal due upon the Senior Convertible Notes is equal to or less than $14 million and $11 million, subject in all cases to a minimum of $5 million, and (b) we
will establish and maintain bank accounts for each holder and deposit in such accounts an aggregate amount of $7 million with such amount to be released from the
accounts only upon the written consent of such holder, provided that $1 million will automatically release from the accounts upon the occurrence of each of the dates at
which the aggregate principal due upon the Senior Convertible Notes is equal to or less than $14 million and $11 million, subject to certain conditions. Further the holders
of the Senior Convertible Notes waived provisions such that (i) no amortization payments are due and payable for any payments previously required to be made from July
1, 2022 through January 1, 2023, (ii) the holders of the Senior Convertible Notes will not accelerate any previously deferred installment amounts until January 1, 2023 and
(iii) the terms of the Senior Convertible Notes which would provide for reset of the conversion price of the Senior Convertible Notes as a result of the issuance of the
Company’s common stock, par value $0.0001 per share (“Common Stock”) and warrants (the “Unit Offering”) and instead agree to a reset of the conversion price equal to a
per share price of 135% of the Unit Offering price, or $0.3105 per unit.

Unit Offering

On June 30, 2022, we entered into an underwriting agreement (the “Underwriting Agreement”) with A.G.P./Alliance Global Partners (the “Underwriter”), in
connection with the Unit Offering which is comprised of an aggregate of (i) 29,382,861 units of the Company consisting of 29,382,861 shares of Common Stock together
with Common Stock warrants (the “Common Warrants”) to purchase up to 29,382,861 shares of Common Stock and (ii) 14,095,400 pre-funded units, consisting of
14,095,400 pre-funded warrants (“Pre-Funded Warrants”), with each Pre-Funded Warrant exercisable for one share of Common Stock, together with Common Warrants to
purchase up to 14,095,400 shares of Common Stock. The units were sold at a public offering price of $0.23 per unit and the pre-funded units were sold at a public offering
price of $0.2299 per pre-funded unit. Each Share and each Pre-Funded Warrant was sold with an accompanying Common Warrant but were issued separately and are
immediately tradeable separately upon issuance.

The Pre-Funded Warrants are immediately exercisable at a nominal exercise price of $0.0001 or on a cashless basis and may be exercised at any time until all of the
Pre-Funded Warrants are exercised in full. The Common Warrants have an exercise price of $0.23 per share subject to certain adjustments, are immediately exercisable and
will expire five years from the date of issuance.

The Pre-Funded Warrants were sold to purchasers whose purchase of shares of Common Stock in the Offering would otherwise result in the purchaser, together
with its affiliates and certain related parties, beneficially owning more than 4.99% (or at the election of the purchaser, 9.99%) of our outstanding Common Stock
immediately following the consummation of the Unit Offering, in lieu of shares of Common Stock. Each Pre-Funded Warrant represents the right to purchase one share of
Common Stock at an exercise price of $0.0001 per share.

Pursuant to the Underwriting Agreement, we granted the Underwriter a 45-day option from June 30, 2022 to purchase from the Company (i) additional shares of
Common Stock and/or (ii) Common Warrants and/or (iii) Pre-Funded Warrants, in any combination thereof, up to, and not to exceed, 13,043,478 shares of Common Stock
or shares of Common Stock underlying Pre-Funded Warrants or Common Warrants, in the aggregate, solely to cover over-allotments, if any.

Pursuant to the Underwriting Agreement and upon closing of the Unit Offering, we issued to the Underwriter warrants to purchase up to 2,173,913 shares of
Common Stock (the “Underwriter Warrants” and, together with the Common Warrants and the Pre-Funded Warrants, the “Warrants”), which is 5.0% of the aggregate
number of Shares and Shares issuable upon exercise of the Pre-Funded Warrants sold in the Unit Offering. The Underwriter Warrants are exercisable at any time and from
time to time, in whole or in part, commencing from six months after June 29, 2022 (the “Effective Date”) and ending five years from the Effective Date, at a price per share
equal to $0.23, which is the public offering price per unit.

The Unit Offering closed on July 5, 2022 and we received net proceeds of approximately $9.3 million after deducting underwriting discounts and commissions and
related expenses. In connection with the Convertible Notes Amendment, a total of $7 million of the proceeds were deposited into certain restricted cash accounts. We intend
to use the remaining net proceeds from the Unit Offering for general corporate purposes, including working capital, marketing, product development and capital
expenditures.
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Restructuring

In May 2022, we implemented a corporate restructuring initiative (the “Restructuring”) as approved by our board of directors. The Restructuring resulted in a
reduction of the Company's workforce by 59 employees, or approximately 33 percent of the Company. We incurred costs of approximately $0.7 million in severance
benefits, including employee insurance, associated payroll taxes and legal costs in connection with the Restructuring. Of the total amount incurred, $0.3 million was
included in Sales and marketing costs, $0.2 million was recorded in Product development and less than $0.1 million was included in Cost of revenue and General and
administrative expenses, respectively. All amounts directly attributable to the severed employees were settled in cash during the quarter ended June 30, 2022. Accordingly,
we have no material obligations remaining associated with the Restructuring. In addition to the reduction in force, the Company's executive leadership team agreed to a
temporary 25 percent reduction in salary, subject to certain conditions.

Financial Results of Operations
 

Revenue
 

We generate revenue from two primary sources: (1) software and (2) consulting services. Revenue from software comprised approximately 95% and 93% of our
revenue for the six months ended June 30, 2022 and 2021, respectively.  Revenue from consulting services comprised approximately 4% and 7% of our revenue for six
months ended June 30, 2022 and 2021, respectively.

 

Software. Our software is solutioned for our key markets, small and medium-sized business (“SMB”) and enterprise customers. Our SMB customers become a
natural funnel for our larger, more robust enterprise offerings built on SAP and Microsoft. In either market, software revenue is generated from subscriptions and services
related to the use of our commercial software platforms, MJ Platform, Ample, Trellis, Viridian, and 365 Cannabis, our government regulatory platform, Leaf Data Systems,
and the sale of business intelligence, data analytics and other software related services. Software contracts are generally quarterly, annual, or three-year long contracts paid
monthly, quarterly, or annually in advance of service and cancellable upon 30 or 90 days’ notice, although we do have many multi-year commercial software contracts. Leaf
Data Systems contracts are generally multi-year contracts payable annually or quarterly in advance of service. Commercial software and Leaf Data Systems contracts
generally may only be terminated early for breach of contract as defined in the respective agreements. Amounts that have been invoiced are initially recorded as deferred
revenue or contract liabilities. Subscription revenue is recognized on a straight-line basis over the service term of the arrangement beginning on the date that our solution is
made available to the customer and ending at the expiration of the subscription term.

 
 

Consulting. Consulting services revenue is generated by providing solutions for operators in the pre-application of licensures and pre-operational phases of
development. These services include application and business plan preparation as they seek licenses to be granted. Consulting projects completed during the pre-application
phase generally solidify us as the software vendor of choice for subsequent operational phases once the operator is granted the license. As a result, our consulting revenue is
driven as new emerging states pass legislation, and as our client-operators gain licenses. Accordingly, we expect our consulting services to grow over time as more states
emerge with legalization reforms.

Other Revenue. Our other revenue is derived primarily from 

Cost of Revenue and Operating Expenses

Cost of Revenue
 
Our cost of revenue is derived from direct costs associated with operating our commercial and government regulatory software platforms and providing consulting

services. The cost of revenue for our commercial and government regulatory platforms relates primarily to hosting and infrastructure costs and subcontractor expenses
incurred in connection with certain government contracts. Consulting cost of revenue relates primarily to our employees’ and consultants’ salaries and other related
compensation expenses. We record the cost of revenue using the direct cost method. This method requires the allocation of direct costs including support services and
materials to the cost of revenue. 
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Product Development Expenses
 
Our product development expenses include salaries and benefits, nearshore contractor expenses, technology expenses, and other overhead related to the ongoing

maintenance of our commercial and government regulatory software platforms and planning for new software development. Product development costs, other than software
development expenses qualifying for capitalization, are expensed as incurred. Capitalized software development costs consist primarily of employee-related costs. We
devote substantial resources to enhancing and maintaining our technology infrastructure, developing new and enhancing existing solutions, conducting quality assurance
testing, and improving our core technology.

Sales and Marketing Expenses

Sales and marketing expense is primarily salaries and related expenses, including commissions, for our sales, marketing, and client service staff. We also categorize
payments to partners and marketing programs as sales and marketing expenses. Marketing programs consist of advertising, events, such as trade shows, corporate
communications, brand building, and product marketing activities. We plan to continue to invest in marketing and sales by expanding our domestic and international selling
and marketing activities, building brand awareness, attracting new clients, and sponsoring additional marketing events. The timing of these marketing events will affect our
marketing costs in a particular quarter.  

We defer the portion of sales commissions that is considered a cost of obtaining a new contract with a customer in accordance with the revenue recognition standard
and amortize these deferred costs over the period of benefit, currently one year. We expense the remaining sales commissions as incurred. The rates at which sales
commissions are earned varies depending on a variety of factors, including the nature of the sale (new, renewal, or add-on service offering), the type of service or solution
sold, and the sales channel.

General and Administrative Expenses
 

Our general and administrative expenses include salaries and benefits and other costs of departments serving administrative functions, such as executives, finance
and accounting, human resources, public relations and investor relations. In addition, general and administrative expense includes non-personnel costs, such as professional
fees and other supporting corporate expenses not allocated to cost of revenue, product and development or sales and marketing.

Other (Expense) Income, Net
 

Other (expense) income, net consists of interest income on cash and cash equivalents, interest expense on our debt, quarterly remeasurement of the fair value of our
convertible notes and derivative liability, foreign currency gains and losses, and other non-operating gains and losses.

Critical Accounting Policies and Estimates

Our critical accounting policies are disclosed in our Annual Report on Form 10-K for the year ended December 31, 2021. Since the date of the Annual Report, there
have been no material changes to our critical accounting policies.
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Results of Operations for the Six Months Ended June 30, 2022 Compared to Six Months Ended June 30, 2022

The following table highlights our operating revenues and expenses for the six months ended June 30, 2022 as compared to the six months ended June 30, 2021:

 Six Months Ended June 30  Change
 2022   2021  Period over Period

Revenues:         
         Software $ 12,429,442   $ 8,251,881 $ 4,177,561  51%
         Consulting  542,309   583,631  (41,322)  (7)%
         Other  64,971   85,399  (20,428)  (24)%
Total revenue  13,036,722    8,920,911  4,115,811  46%
             
Cost of revenues  4,039,648   3,368,547  671,101  20%
Gross profit  8,997,074   5,552,364  3,444,710  62%

      Gross profit margin  69%  62%      
             
Operating expenses:             
         Product development: 3,866,789 2,951,358 915,431 31%
         Sales and marketing 6,421,431 3,562,058 2,859,373 80%
         General and administrative  4,989,541   6,228,943  (1,239,402)  (20)%
         Depreciation and amortization 3,976,224 2,367,015 1,609,209 68%

Impairment of long-lived assets 39,600,587 — 39,600,587 nm
Total operating expenses  58,854,572    15,109,374   43,745,198   nm

Loss from operations $ (49,857,498)  $ (9,557,010) $ (40,300,488)  nm

nm – percentage change not meaningful

Revenue

Software Revenue

Total software revenue increased to $12.4 million for the six months ended June 30, 2022 from $8.3 million for the six months ended June 30, 2021, for
an increase of $4.2 million, or 51%. Software revenue related to our enterprise offerings, Viridian and 365 Cannabis, for the six months ended June 30, 2022 were $5.9
million, compared to $0.9 for the six months ended June 30, 2021 and software revenue related to our non-enterprise offerings, which include MJ Platform, Ample, Trellis,
Solo, and Leaf Data Systems, declined to $6.1 million for the six months ended June 30, 2022 compared to $6.6 million for the six months ended June 30, 2021. There was
also a decrease in partnership and data revenue which was $0.4 million for the six months ended June 30, 2022 compared to $0.7 million during the same period in the
prior year. Software revenue accounted for 95% and 93% of total revenue for the six months ended June 30, 2022 and 2021, respectively. As indicated above, the increase
in software revenue during the six months ended June 30, 2022 as compared to the six months ended June 30, 2021 was attributable to revenue generated from our
enterprise offerings sourced primarily from 365 Cannabis which was acquired during the fourth quarter of 2021. Also contributing to the increase was $0.4 million of non-
recurring contract termination fees attributable to two customers.

Consulting Revenue

Consulting revenue includes revenue generated from consulting services delivered to prospective and current cannabis, hemp and CBD businesses and business
operators. Our consulting revenue was $0.5 million for the six months ended June 30, 2022 compared to $0.6 million for the six months ended June 30, 2021, decrease of
less than $0.1 million, or 7%. Consulting revenue was 4% and 7% of total revenue for the six months ended June 30, 2022 and 2021, respectively. Due to the nature of
consulting revenue, our dependence on emerging market activity and the ongoing pandemic as a driver of demand, the percentage of consulting revenue over total revenue
has varied from period to period depending on whether state legislation has expanded to allow new market entrants or growth of existing market participant operations.

Other Revenue

Other revenue includes retail/resale revenue, which is generated from point-of-sale hardware, and other non-recurring revenues. Other revenue was less than $0.1
million for each of the six months ended June 30, 2022 and 2021, respectively. 
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Cost of Revenue

Our cost of revenue was $4.0 million for the six months ended June 30, 2022 compared to $3.4 million for the six months ended June 30, 2021, an increase of
$0.6 million, or 20%. Total cost of revenue increased primarily as a result of an increase in software application and hosting expenses of $0.5 million and fees for
Microsoft licenses in the amount of $0.9 million related to our acquisitions of Viridian and 365 Cannabis. These increases were partially offset by the reversal of  a
litigation contingency of approximately $0.5 million (see Note 7 – Commitments and Contingencies to the consolidated financial statements for further discussion of the
reversal of the litigation reserves).

Gross Profit

Gross profit was $9.0 million for the six months ended June 30, 2022 compared to $5.6 million for the six months ended June 30, 2021, an increase of $3.4
million or 62%. The gross profit margin increased to 69% for the six months ended June 30, 2022 from 62% for the six months ended June 30, 2021. 

Operating Expenses

Product Development

Product development expense was $3.9 million for the six months ended June 30, 2022, compared to $3.0 million for the six months ended June 30, 2021,
an increase of $0.9 million, or 31% . Product development expense increased due primarily to the Viridian and 365 Cannabis acquisitions, which resulted in a $0.9
million increase in salary-related and contractor expenses for the six months ended June 30, 2022 compared to the same period in the prior year as well as higher software
and application costs and severance benefit costs associated with the Restructuring partially offset by lower recruiting and share-based compensation costs.

Sales and Marketing

Sales and marketing expense was $6.4 million for the six months ended June 30, 2022, compared to $3.6 million for the six months ended June 30, 2021,
an increase of $2.8 million, or 80%. The increase in sales and marketing expense is primarily related to the acquisitions of Viridian and 365 Cannabis which resulted in an
increase of $2.5 million in salary-related and contractor expenses for the six months ended June 30, 2022 compared to the six months ended June 30, 2021. In addition, the
2022 period included approximately $0.3 million of severance benefits associated with the Restructuring.

General and Administrative

General and administrative expense was $5.0 million for the six months ended June 30, 2022, compared to $6.2 million for the six months ended June 30, 2021, a
decrease of $1.2 million, or 20%. The period in 2022 and 2021 include charges associated with office lease terminations and, in the case of 2021, the associated write-off
of certain leasehold improvements. During the 2022 period, we terminated our Las Vegas office space which resulted in a restructuring charge of $0.5 million while the
2021 period reflected charges of $2.4 million associated with the exit from our former Toronto office. There was also an increase of $0.2 million in salary-related and
contractor expenses for the six months ended June 30, 2022 compared to the same period in the prior year. 

Depreciation and Amortization

Depreciation and amortization expense increased to $4.0 million for the six months ended June 30, 2022 from $2.4 million for the six months ended June 30,
2021, an increase of $1.6 million, or 68%. The increase in amortization expense is primarily attributable to the acquired intangible assets from our Viridian and 365
Cannabis acquisitions in the amount of $0.8 million, which both occurred after June 30, 2021, as well as an increase in capitalized software in the amount of $0.8 million.  

Impairment of Long-lived Assets

Due to a continued decline in market conditions from December 31, 2021 to June 30, 2022, we recorded impairment charges of $36.4 million including $23.5
million attributable to goodwill associated with the non-enterprise reporting unit and $12.9 million associated with the goodwill of the enterprise reporting unit during the
six months ended June 30, 2022, compared to no impairment charge for the six months ended June 30, 2021. In addition, we recorded impairments of $3.2 million
attributable to certain intangible assets and capitalized software associated with one specific business line within the non-enterprise reporting unit during the six months
ended June 30, 2022 (see Note 9 – Goodwill and Intangible Assets, Net to the consolidated financial statements for further discussion on the impairments recorded).
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Results of Operations for the Three Months Ended June 30, 2022 Compared to Three Months Ended June 30, 2021

The following table highlights our operating revenues and expenses for the three months ended June 30, 2022 as compared to the three months ended June 30,
2021:

 Three Months Ended June 30  Change
 2022   2021  Period over Period

Revenues:         
         Software $ 5,920,929  $ 4,456,728 $ 1,464,201  33%
         Consulting  115,300   410,884  (295,584)  (72)%
         Other  49,652   39,275  10,377  26%
Total revenue  6,085,881   4,906,887  1,178,994  24%
             
Cost of revenues  1,835,977   1,914,380  (78,403)  (4)%
Gross profit  4,249,904   2,992,507  1,257,397  42%

      Gross profit margin  70%  61%    
             
Operating expenses:             
         Product development: 1,761,428 1,527,258 234,170 15%
         Sales and marketing 3,185,318 1,826,143 1,359,175 74%
         General and administrative  2,419,109   4,375,981  (1,956,872)  (45)%
         Depreciation and amortization 1,982,833 1,314,132 668,701 51%

Impairment of long-lived assets 24,122,066 — 24,122,066 nm
Total operating expenses  33,470,754    9,043,514  24,427,240   nm

Loss from operations $ (29,220,850)  $ (6,051,007) $ (23,169,843)  nm

nm – percentage change not meaningful

Revenue

Software Revenue

Total software revenue increased to $5.9 million for the three months ended June 30, 2022 from $4.5 million for the three months ended June 30, 2021, for
an increase of $1.5 million, or 33%. Software revenue related to our enterprise offerings, Viridian and 365 Cannabis, for the three months ended June 30, 2022 were
$2.8 million, compared to $0.9 for the three months ended June 30, 2021 and software revenue related to our non-enterprise offerings, which include MJ Platform,
Ample, Trellis, Solo, and Leaf Data Systems, were $2.9 million for the three months ended June 30, 2022 compared to $3.2 million for the three months ended June
30, 2021. There was also a slight decrease in partnership and data revenue which was $0.2 million for the three months ended June 30, 2022 compared to $0.3 million
during the same period in the prior year. Software revenue accounted for 97% and 91% of total revenue for the three months ended June 30, 2022 and 2021, respectively.
As indicated above, the increase in software revenue during the three months ended June 30, 2022 as compared to the three months ended June 30, 2021 was attributable
to revenue generated from our enterprise offerings. Also contributing to the increase was $0.4 million of non-recurring contract termination fees attributable to two
customers.

Consulting Revenue

Consulting revenue includes revenue generated from consulting services delivered to prospective and current cannabis, hemp and CBD businesses and business
operators. Our consulting revenue was $0.1 million for the three months ended June 30, 2022 compared to $0.4 million for the three months ended June 30, 2021, a
decrease of $0.3 million, or 72%. Consulting revenue was 2% and 8% of total revenue for the three months ended June 30, 2022 and 2021, respectively. Due to the
nature of consulting revenue, our dependence on emerging market activity and the ongoing pandemic as a driver of demand, the percentage of consulting revenue over
total revenue has varied from period to period depending on whether state legislation has expanded to allow new market entrants or growth of existing market participant
operations.

Other Revenue

Other revenue includes retail/resale revenue, which is generated from point-of-sale hardware, and other non-recurring revenues. Other revenue was less than
$0.1 million for each of the three months ended June 30, 2022 and 2021, respectively. 
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Cost of Revenue

Our cost of revenue was $1.8 million for the three months ended June 30, 2022 compared to $1.9 million for the three months ended June 30, 2021, a decrease of
$0.1 million, or 4%. The 2022 period includes a benefit of approximately $0.5 million from the reversal of a litigation reserve (see Note 7 – Commitments and
Contingencies to the consolidated financial statements for further discussion of the reversal of the litigation reserve). Excluding this item,  the total cost of revenue
increased primarily as a result of an increase in Microsoft licenses in the amount of $0.4 million related to our acquisitions of Viridian and 365 Cannabis.

Gross Profit

Gross profit was $4.2 million for the three months ended June 30, 2022 compared to $3.0 million for the three months ended June 30, 2021, an increase of
$1.3 million or 42%. Gross profit margin also improved from 61% for the three months ended June 30, 2021 to 70% for the three  months ended June 30, 2022. This
improvement in gross margin was due primarily to operating synergies realized from our acquired assets, our ongoing initiatives to drive operating effectiveness,
and acquiring additional business-to-business customers, that have a higher gross margin.

Operating Expenses

Product Development

Product development expense was $1.8 million for the three months ended June 30, 2022, compared to $1.5 million for the three months ended June 30, 2021,
an increase of $0.3 million, or 15% . Product development expense increased primarily due the Viridian and 365 Cannabis acquisitions, which resulted in a
$0.3 million increase in salary-related and contractor expenses for the six months ended June 30, 2022 compared to the same period in the prior year. The 2022 period also
includes severance benefit costs associated with the Restructuring partially offset by lower recruiting and share-based compensation costs

Sales and Marketing

Sales and marketing expense was $3.2 million for the three months ended June 30, 2022, compared to $1.8 million for the three months ended June 30, 2021,
an increase of $1.4 million, or 74%. The increase in sales and marketing expense is primarily related to the acquisitions of Viridian and 365 Cannabis which resulted in an
increase of $1.1 million in salary-related and contractor expenses for the three months ended June 30, 2022 compared to the three months ended June 30, 2021. In addition,
the 2022 period included approximately $0.3 million of severance benefits associated with the Restructuring.

General and Administrative

General and administrative expense was $2.4 million for the three months ended June 30, 2022, compared to $4.4 million for the three months ended June
30, 2021, a decrease of $2.0 million, or 45%. The period in 2021 includes $2.4 million of charges associated with the termination of our former Toronto office lease and
the associated write-off of certain leasehold improvements.  In addition, bad debt expense was lower by $0.2 million during the 2022 period when compared to the 2021
period. These decreases were partially offset by higher professional fees and severance benefits associated with the Restructuring.

Depreciation and Amortization

Depreciation and amortization expense increased to $2.0 million for the three months ended June 30, 2022 from $1.3 million for the three months ended June
30, 2021, an increase of $0.7 million, or 51%. The increase in amortization expense is primarily attributable to the acquired intangible assets from our Viridian
and 365 Cannabis acquisitions in the amount of $0.3 million, which both occurred after June 30, 2021, as well as an increase in capitalized software in the amount of
$0.4 million. 

Impairment of Long-lived Assets

Due to a continued decline in market conditions from March 31, 2022 to June 30, 2022, we recorded impairment charges of $24.1 million including $8.0 million
attributable to goodwill associated with the non-enterprise reporting unit and $12.9 million associated with the goodwill of the enterprise reporting unit during
the six months ended June 30, 2022, compared to no impairment charge for the three months ended June 30, 2021. In addition, we recorded impairments of $3.2 million
attributable to certain intangible assets and capitalized software associated with one specific business line within the non-enterprise reporting unit during the three months
ended June 30, 2022 (see Note 9 – Goodwill and Intangible Assets, Net to the consolidated financial statements for further discussion on the impairments recorded).
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Non-GAAP Financial Measures 

In addition to our results determined in accordance with GAAP, we believe the following non-GAAP measures are useful in evaluating our operating performance.
We use the following non-GAAP financial information to evaluate our ongoing operations and for internal planning and forecasting purposes. We believe that non-GAAP
financial information, when taken collectively, may be helpful to investors because it provides consistency and comparability with past financial performance. However,
non-GAAP financial information is presented for supplemental informational purposes only, has limitations as an analytical tool, and should not be considered in isolation
or as a substitute for financial information presented in accordance with GAAP.

Investors are cautioned that there are material limitations associated with the use of non-GAAP financial measures as an analytical tool. Other companies, including
companies in our industry, may calculate similarly titled non-GAAP measures differently or may use other measures to evaluate their performance, all of which could
reduce the usefulness of our non-GAAP financial measures as tools for comparison.  We attempt to compensate for these limitations by providing specific information
regarding the GAAP items excluded from these non-GAAP financial measures.

Investors are encouraged to review the related GAAP financial measures and the reconciliation of these non-GAAP financial measures to their most directly
comparable GAAP financial measures and not rely on any single financial measure to evaluate our business. 

EBITDA and Adjusted EBITDA

We believe that EBITDA and Adjusted EBITDA, when considered with the financial statements determined in accordance with GAAP, are helpful to investors in
understanding our performance and allows for comparison of our performance and credit strength to our peers. EBITDA and Adjusted EBITDA should not be considered
alternatives to net loss as determined in accordance with GAAP as indicators of our performance or liquidity.

We define EBITDA as net loss before interest income and expense, changes in fair value of convertible notes, changes in fair value of derivative liabilities,
provision for income taxes, and depreciation and amortization. We calculate Adjusted EBITDA as EBITDA further adjusted to exclude the effects of the following items for
the reasons set forth below: 

● impairment of long-lived assets, as this is a non-cash, non-recurring item, which effects the comparability of results of operations and liquidity;
● stock-based compensation expense, because this represents a non-cash charge and our mix of cash and share-based compensation may differ from other

companies, which effects the comparability of results of operations and liquidity;
● cost incurred in connection with business combinations and mergers that are required to be expensed as incurred in accordance with GAAP, because business

combination and merger related costs are specific to the complexity and size of the underlying transactions as well as the frequency of our acquisition activity
these costs are not reflective of our ongoing operations;

● costs incurred in connection with non-recurring financing, including fees incurred as a direct result of electing the fair value option to account for our debt
instruments;

● restructuring charges, which includes costs to terminate a lease and the related write-off of leasehold improvements and furniture, as we believe these costs are not
representative of operating performance;

● gain on forgiveness of PPP loan, as this is a one-time forgiveness of debt that is not recurring across all periods and we believe inclusion of the gain is not
representative of operating performance;

● equity in losses of investees because our share of the operations of investees is not representative of our own operating performance and may not be monetized for
a number of years;

● changes in the fair value of contingent consideration because these adjustments are not recurring across all periods and we believe these costs are not
representative of operating performance; and

● other non-operating expenses which includes items such as a one-time gain on debt extinguishment and one-time loss on disposal of fixed assets, which effects the
comparability of results of operations and liquidity.

34



The reconciliation of net loss to EBITDA and Adjusted EBITDA is as follows:

Six Months Ended June 30,
  2022  2021
Net loss  $ (51,518,840) $ (12,562,954)
Adjustments:     

Interest expense (income) 213,724    937,504
Change in fair value of convertible notes 1,727,000 2,007,677
Change in fair value of derivative liability (51,896) 42,871
Income tax expense (benefit) (227,486) 10,570
Depreciation and amortization   3,976,224 2,367,015

EBITDA  $ (45,881,274) $ (7,197,317)
Impairment of long-lived assets 39,600,587 —
Stock-based compensation expense   445,056 1,024,715
Business combination and merger related costs (income)   5,425 107,726
Non-recurring financing fees   353,483 129,594
Restructuring charges 1,067,943 2,453,776
Equity in losses of investee — 7,564

 Adjusted EBITDA  $ (4,408,780) $ (3,473,942)
 

Three Months Ended June 30,
  2022  2021
Net loss  $ (29,565,947) $ (6,105,251)
Adjustments:     

Interest expense (income) 212,983    163,124
Change in fair value of convertible notes 294,000 16,405
Change in fair value of derivative liability (33,845) (133,125)
Income tax expense (benefit) (128,042) 4,300
Depreciation and amortization   1,982,833 1,314,132

EBITDA  $ (27,238,018) $ (4,740,415)
Impairment of long-lived assets 24,122,066 —
Stock-based compensation expense   132,132 521,335
Business combination and merger related costs (income)   6,062 63,735
Non-recurring financing fees   325,529 111,761
Restructuring charges 503,709 2,406,589
Equity in losses of investee — 3,782

Adjusted EBITDA  $ (2,148,520) $ (1,633,213)

 Going Concern and Management's Liquidity Plans 

In accordance with the Financial Accounting Standards Board’s (“FASB”) standard on going concern, Accounting Standard Update (“ASU”)
No. 2014-15, Disclosure of Uncertainties about an Entity's Ability to Continue as a Going Concern (“ASU 2014-15”), we assess going concern uncertainty in our
consolidated financial statements to determine if we have sufficient cash, cash equivalents and working capital on hand, including marketable equity securities, and any
available borrowings on loans, to operate for a period of at least one year from the date the consolidated financial statements are issued, which is defined to as the “look-
forward period” in ASU 2014-15. As part of this assessment, based on conditions that are known and reasonably knowable to us, we will consider various scenarios,
forecasts, projections, estimates and will make certain key assumptions, including the timing and nature of projected cash expenditures or programs, and our ability to delay
or curtail expenditures or programs, if necessary, among other factors. Based on this assessment, as necessary or applicable, we make certain assumptions regarding
implementing curtailments or delays in the nature and timing of programs and expenditures to the extent we deem probable that such implementations can be achieved and
we have the proper authority to execute them within the look-forward period in accordance with ASU 2014-15. The accompanying consolidated financial statements do not
include any adjustments relating to the recoverability and classification of assets and liabilities that might be necessary if the Company is unable to continue as a going
concern.
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The accompanying condensed consolidated financial statements have been prepared on the basis that we will continue as a going concern, which contemplates
realization of assets and the satisfaction of liabilities in the normal course of business. However, since our inception we have incurred recurring losses from operations, used
cash from operating activities, and relied on capital raising transactions to continue ongoing operations. During the six months ended June 30, 2022 and June 30, 2021, we
incurred losses from operations of $25.7 million and $9.6 million, respectively, and used cash in operating activities of $6.9 million and $3.7 million, respectively. As
of June 30, 2022, we had a working capital deficit of $13.2 million with $5.1 million in cash available to fund future operations (subsequent to June 30, 2022, we received
approximately $2 million in immediately available cash from the Unit Offering). Furthermore, on May 24, 2022, we received a notice (the “Notice”) from The Nasdaq Stock
Market LLC indicating that the bid price of the Company’s common stock, par value $0.0001 per share (“Common Stock”), is not currently in compliance with the
requirement to maintain a minimum bid price of $1.00 per share for continued listing on the Nasdaq Capital Market (the “Nasdaq Market”). The Notice has no immediate
effect on the continued listing status of our Common Stock on the Nasdaq Market, and, therefore, our listing remains fully effective. We are provided a compliance period
of 180 calendar days from the date of the Notice, or until November 21, 2022, to regain compliance with the minimum closing bid requirement. These factors raise
substantial doubt regarding the ability of  the Company to continue as a going concern.

 Management’s plan for the Company to continue as a going concern includes several initiatives and actions including those impacting our short and intermediate
term financing, continuing costs, primarily labor and employee benefits, our working capital and the liquidity of our Common Stock. Certain of these initiatives and actions
began during the quarter ended June 30, 2022 while others were initiated in July 2022.

The most significant components of our plan include the following: (i) realizing annualized cost savings associated with the Restructuring that we announced in
May 2022 which resulted in a reduction in workforce and related operating costs (see Note 4), (ii) entering into Convertible Notes Amendment which, among other factors,
provides for a deferral of the required amortization payments due and payable from July 1, 2022 through January 1, 2023, (iii) deploying for working capital needs of the
net proceeds of approximately $2 million received from the Unit Offering in a transaction that closed on July 5, 2022, net of underwriting discounts and commissions and
other offering expenses and after depositing $7 million of the proceeds into certain restricted cash accounts in accordance with the Convertible Notes Amendment (an
additional $2 million of which may be released upon reducing the principal amount of the Senior Convertible Notes to certain thresholds as described above in relation to
the Convertible Notes Amendment), (iv) conservatively managing our working capital through disciplined cost-containment efforts and strategic management of our
accounts receivable and accounts payable cycles (v) addressing the potential liquidity of our Common Stock in connection with the minimum listing requirements for the
Nasdaq Market through a proposed 1-to-20 reverse stock split (the “Reverse Stock Split”) and (vi) continuing to seek to grow our customer base and realize synergies as we
continue to integrate our recent acquisitions.

We anticipate the initiatives and actions described above will provide us with sufficient liquidity in order to operate our business in the normal course for the second
half of 2022 until such time that the 365 Cannabis Earn-Out is due in December 2022, in part, to the fact that the debt service obligations associated with the Senior
Convertible Notes for the first half of 2023 have effectively been substantially pre-funded with the amounts deposited into restricted accounts as required by the Convertible
Notes Amendment. In the second half of 2022, we plan to continue to rigorously explore potential financing alternatives and other strategic options in addition to enhancing
the liquidity of our Common Stock. In addition to and to the extent practical in the future, based on market conditions, we will consider incremental offerings of Common
Stock through our previously authorized ATM Program; however, we do not consider this a viable alternative unless and until we are able to successfully address the
minimum listing requirements of the Nasdaq Market with the proposed Reverse Stock Split. Through July 31, 2022, we have utilized $2.7 million of the total $25 million
authorized by the ATM Program leaving $22.3 million remaining under the ATM Program, subject to certain limitations imposed by Form S-3 on amounts we can raise in
any 12-month period of time.

If we are unable to secure other potential financing alternatives or fail to execute any other strategic options to raise sufficient additional funds through the first half
of 2023, including through the ATM Program, we will have to develop and implement more aggressive plans to address our liquidity needs and our ability to satisfy the
scheduled maturity of our obligations under the Senior Convertible Notes. Such plans could include extending payables, further reductions of expenditures (including the
termination of additional employees) and reducing or eliminating investments in and the funding of certain of our business units and initiatives, otherwise substantially
scaling back our business plan until sufficient additional capital is raised through other equity or debt offerings or selling certain of our business units to generate funding
for remaining operations. Additional equity or debt offerings may include the issuance of shares of common stock, warrants to purchase common stock, preferred stock,
convertible debt or other instruments that may dilute our current stockholders significantly. Accordingly, we may be subject to additional risks, including retention of key
employees and limitations on the extension of credit by our vendors and other service providers. If we are required to raise additional capital as discussed above and if we
cannot timely raise additional funds, we may be unable to meet the financial covenants of the Senior Convertible Notes, which could result in an event of default under
those instruments which could adversely impact the Company. See the risks detailed in our Form 10-K under “Item 1A. Risk Factors – Risks Relating to our Convertible
Debt”.

 

Our ability to continue as a going concern is dependent upon our ability to successfully execute the plans described above and attain profitable operations. Despite
the comprehensive scope of our plans, the inherent risks associated with their successful execution are not sufficient to fully overcome substantial doubt about our ability to
continue as a going concern for one year from the date of issuance of the consolidated financial statements. Accordingly, if we are unable to raise sufficient capital we may
have to reduce operations which could significantly and adversely affect our results of operations. If we fail to meet the financial covenants of the Senior Convertible Notes
and cannot obtain a waiver from such provisions or otherwise come to an agreement with the holders of our debt, such holders may declare a default on the debt which
could subject our assets to seizure and sale, negatively impacting our business.
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Cash Flows
 

Our cash and restricted cash balance was $5.1 million as of June 30, 2022. Cash flow information is as follows:
 

  
Six Months Ended 

June 30,  
  2022   2021  
Cash (used in) provided by:       

Operating activities  $ (7,187,445)  $ (3,715,198)
Investing activities   (1,364,503)   (2,004,609)
Financing activities   (766,989)   (333,847)
Effect of change in exchange rates on cash and restricted cash 9,225 (124)

Net decrease in cash and restricted cash  $ (9,309,712)  $ (6,053,778)
 
Operating Activities

Our largest source of operating cash is cash collections from our customers for subscriptions to our products. Our primary uses of cash in operating activities are for
employee-related expenditures, marketing expenses and third-party hosting costs. Net cash used in operating activities is impacted by our net loss adjusted for certain non-
cash items, including depreciation and amortization expenses, impairments of long-lived assets, change in fair value of convertible notes and derivative liabilities, stock-
based compensation, deferred income taxes, as well as the effect of changes in operating assets and liabilities. 

Net cash used in operating activities increased to $7.2 million during the six months ended June 30, 2022, from $3.7 million during the six months ended June
30, 2021, an increase of $3.5 million. For the six months ended June 30, 2022, cash was consumed from operations by a net loss of $51.5 million, less non-cash items of
$46.1 million and a net change in assets and liabilities of $1.8 million. For the six months ended June 30, 2021, cash was consumed from operations by a net loss of $12.6
million, less non-cash items of $7.8 million and a net change in assets and liabilities of $1.0 million. 

Investing Activities

Our primary investing activities have consisted of capitalization of internal-use software necessary to deliver significant new features and functionality in our
platform which provides value to our customers. As our business grows, we expect our capital expenditures to continue to increase. Other investing activities include cash
outflows related to purchases of property and equipment, and from time-to-time, the cash paid for asset and business acquisitions.

Net cash used in investing activities totaled $1.4 million during the six months ended June 30, 2022, as a result of cash outflows for the development of our software
products. Net cash used by investing activities during the six months ended June 30, 2021, was $2.0 million which was also related to our software development.

Financing Activities

Our financing activities consist primarily of proceeds from issuance of our common stock, including those through our ATM Program, issuances and repayments
attributable to the Senior Convertible Notes and the value of shares withheld from the vesting of certain stock-based compensation awards.

During the six months ended June 30, 2022, we made principal payments of $1.5 million on the Senior Convertible Notes which were partially offset by the
receipt of net proceeds of $0.8 million from the issuance of 1,816,184 shares of Common Stock through the ATM Program. During the six months ended June 30, 2022 and
2021, the value of shares withheld for income taxes from the vesting of stock-based compensation awards was less than $0.1 million and $0.3 million, respectively.

Contractual Obligations

For information concerning our contingent consideration, convertible debt, and operating lease obligations, see Notes 4, 6, and 7, respectively, to our condensed
consolidated financial statements. 

Item 3. Quantitative and Qualitative Disclosures About Market Risk.
 

Not applicable.
 

37



Item 4. Controls and Procedures.
 
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures (as defined in Rule 13a-15(e) or Rule 15d-15(e) under the Securities Exchange Act of 1934, as amended, (the
“Exchange Act”)) that are designed to ensure that information required to be disclosed in our reports filed pursuant to the Exchange Act is processed, recorded, summarized,
and reported within the time periods specified in the Security and Exchange Commission’s rules and forms and that such information is accumulated and communicated to
our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.

We have evaluated the effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e) and Rule 15d-15(e) under the Exchange Act) as of June
30, 2022 with the participation, and under the supervision, of our management, including our Chief Executive Officer and Chief Financial Officer. Based upon this
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, as of June 30, 2022, our disclosure controls and procedures were ineffective in ensuring
that: (i) information required to be disclosed by us in reports that we file or submit to the SEC under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in applicable rules and forms and (ii) material information required to be disclosed in our reports filed under the Exchange Act is
accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow for accurate and timely
decisions regarding required disclosure.

  
Material Weakness

A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting such that there is a reasonable possibility that a
material misstatement of our financial statements will not be prevented or detected on a timely basis. Pursuant to our management’s review of disclosure controls and
procedures and internal control over financial reporting, management determined that the following material weakness in our internal control over financial reporting and
prevented management from determining that our disclosure controls and procedures and internal control over financial reporting were effective as of the end of the period
covered by this report:

  
 · The Company’s internal control over financial reporting pertaining to certain key process areas of financial reporting were not properly designed and/or

operating effectively.
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· Hired additional experienced resources with the appropriate skills to fill key accounting functions.
· Engaged an outside firm to assist in the overall evaluation and documentation of the design and operating effectiveness of our internal controls over financial

reporting and have remediated past deficiencies in the design of our internal control framework for certain key process areas including revenue, capitalized
software, business combinations, intangibles, goodwill, stock-based compensation, general financial reporting, and information technology.

· Developed a long-term plan to both (i) complete the remediation of the design of our internal control over financial reporting for our remaining process areas,
and (ii) begin the remediation of the deficiencies in operating effectiveness of our internal controls over financial reporting across all process areas.

 
Remediation Efforts
 

We are in the process of executing our remediation plans to address the material weakness described above. As of  June 30, 2022, we have:

We believe these actions and the improvements we expect to achieve, when fully implemented, will strengthen our internal control over financial reporting and
remediate the material weaknesses. However, the material weaknesses will not be considered fully remediated until the applicable controls operate for a sufficient period of
time for management to test the results for operating effectiveness. While no assurance can be provided, the Company believes it will make further progress in remediating
these material weaknesses during 2022. 

Notwithstanding the material weakness, management has concluded that the consolidated financial statements included elsewhere in this Quarterly Report on Form
10-Q present fairly, in all material respects, our financial position, results of operations, and cash flows in conformity with GAAP.
 
Changes in Internal Control over Financial Reporting
 

During the most recently completed fiscal quarter, there have been no changes in our internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Inherent Limitations on Effectiveness of Controls
 

Management recognizes that a control system, no matter how well-conceived and operated, can provide only reasonable, not absolute, assurance that the objectives
of the control system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be considered
relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances
of fraud or error, if any, have been detected. These inherent limitations include the realities that judgments in decision making can be faulty, and that breakdowns can occur
because of a simple error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by
management override of the controls. The design of any system of controls also is based in part upon certain assumptions about the likelihood of future events, and there can
be no assurance that any design will succeed in achieving our stated goals under all potential future conditions; over time, controls may become inadequate because of
changes in conditions, or the degree of compliance with policies or procedures may deteriorate. Because of the inherent limitations in a cost-effective control system,
misstatements due to error or fraud may occur and not be detected. 
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PART II - Other Information
 

Item 1. Legal Proceedings.
 

From time to time, we may be subject to legal proceedings arising in the ordinary course of business. Regardless of the outcome of any existing or future litigation,
litigation can have an adverse impact on us because of defense and settlement costs, diversion of management resources, and other factors.

 

The information required with respect to this item can be found under “Commitments and Contingencies” in Note 7 to our condensed consolidated financial
statements included elsewhere in this Form 10-Q and is incorporated by reference into this Item 1.
 

Item 1A. Risk Factors.

Except for the additional risk factors set forth below, there have been no material changes to our Risk Factors as disclosed in our Annual Report on Form 10-K for
the year ended December 31, 2021, as filed with the SEC on March 31, 2022.

Risks Related to the Cannabis Industry
 
As a company whose clients operate in the cannabis industry, we face many unique and evolving legal and regulatory risks.
 
Bankruptcy Law Risks

Because cannabis is illegal under U.S. federal law, and bankruptcy is a strictly federal proceeding, many courts have denied cannabis businesses federal bankruptcy
protections, thus making it very difficult for lenders to recoup their investments in the cannabis industry in the event of a bankruptcy. If we were to seek protection from
creditors pursuant to applicable bankruptcy or insolvency laws, even though we are not directly engaged in manufacturing, distributing, selling or otherwise handling
cannabis under state cannabis laws, there is no guarantee that U.S. federal bankruptcy protections would be available to our United States operations, which would have a
material adverse effect on us, our lenders and other stakeholders. While state-level receivership options do exist in some states as an alternative to bankruptcy, the efficacy
of these alternatives cannot be guaranteed.
 
Risks Related to Our Common Stock
 
Warrants are exercisable for our common stock, which could increase the number of shares eligible for future resale in the public market and result in dilution to our
stockholders.

Currently, there are warrants to purchase 5,813,804 shares of our common stock at $11.50 per share and warrants to purchase 43,478,261 shares of our common
stock at $0.23 per share. To the extent such warrants are exercised, additional shares of common stock will be issued, which will result in dilution to the then-existing
holders of common stock and increase the number of shares eligible for resale in the public market. Sales of substantial numbers of such shares in the public market could
adversely affect the market price of our common stock.
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If we do not maintain a current and effective prospectus relating to the common stock issuable upon exercise of the warrants, public holders will only be able to
exercise such warrants on a “cashless basis.”
 

If we do not maintain a current and effective prospectus relating to the shares of common stock issuable upon exercise of the warrants at the time that holders wish
to exercise such warrants, they will only be able to exercise them on a “cashless basis” and we will not received any funds from such exercise. Under no circumstances
would we be required to make any cash payments or net cash settle such warrants to the holders. As a result, the number of shares of common stock that holders will receive
upon exercise of the warrants will be fewer than it would have been had such holders exercised their warrants for cash. Under the terms of the warrants, we have agreed to
use our best efforts to maintain a current and effective prospectus relating to the shares of common stock issuable upon exercise of such warrants until the expiration of such
warrants. However, we cannot assure you that we will be able to do so. If we are unable to do so, the potential “upside” of the holder’s of our warrants investment in our
company may be reduced.
 
If our common stock is delisted from Nasdaq, the liquidity and price of our common stock could decrease and our ability to obtain financing could be impaired.
 

On May 24, 2022, we received a notification letter from The Nasdaq Stock Market stating that we are not in compliance with the Minimum Bid Price Requirement,
which requires our listed securities to maintain a minimum bid price of $1.00 per share. The notification stated that we have a compliance period of 180 calendar days, or
until November 21, 2022, to regain compliance with the Minimum Bid Price Requirement. If at any time during this 180-day compliance period the closing bid price of our
common stock is at least $1.00 per share for a minimum of ten consecutive business days, then the Nasdaq Stock Market will provide us with written confirmation of
compliance and the matter will be closed.

 
If compliance cannot be demonstrated by November 21, 2022, we may be eligible for additional time. To qualify, we will be required to meet the continued listing

requirement for market value of publicly held shares and all other initial listing standards on the Nasdaq Capital Market (except the bid price requirement). In addition, we
would be required to provide written notice of our intention to cure the minimum bid price deficiency during this second 180-day compliance period by effecting a reverse
stock split, if necessary. If we are not granted an additional 180-day compliance period, then Nasdaq will provide written notification that our securities will be subject to
delisting. At that time, we may appeal the determination to delist our securities to a Nasdaq hearings panel. There can be no assurance that we will regain compliance with
the Minimum Bid Price Requirement or otherwise maintain compliance with the other listing requirements.

If implemented, our proposed reverse stock split of 20-to-1 may have certain adverse effects on our common stock.
 

We have submitted for the approval of our stockholders at a special meeting of the stockholders, a proposal to effect a 20-to-1 reverse stock split in our common
stock (the “Reverse Stock Split”).  The market price per share of common stock after the Reverse Stock Split may not rise in proportion to the reduction in the number of
shares of common stock outstanding resulting from the Reverse Stock Split. If the market price of our shares of common stock declines after the Reverse Stock Split, the
percentage decline as an absolute number and as a percentage of the Company’s overall market capitalization may be greater than would occur in the absence of the Reverse
Stock Split. Accordingly, the total market capitalization of our common stock after the Reverse Stock Split may be lower than the total market capitalization before the
Reverse Stock Split. Moreover, in the future, the market price of our common stock following the Reverse Stock Split may not exceed or remain higher than the market
price prior to the Reverse Stock Split.   The Reverse Stock Split could be viewed negatively by the market and other factors, such as those described above, may adversely
affect the market price of the shares of our common stock. Additionally, the liquidity of the shares of our Common Stock could be adversely affected by the reduced number
of shares that would be outstanding after the implementation of the Reverse Stock Split.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
 

From May 17, 2022 through to the date of this report, we issued 751,686 shares of our common stock to the holders of Akerna’s convertible notes upon conversion
of installment amounts due under the terms of the notes. The shares were issued upon conversion of the installment amounts under the notes to the holders of the notes
pursuant to the exemption from the registration requirements of the Securities Act of 1933, as amended (the “Securities Act”) provided by Section 3(a)(9) thereof.
 

During the quarter ended June 30, 2022, the Company did not repurchase any of its Common Shares.
 
Item 3. Defaults Upon Senior Securities.
 

None.
 
Item 4. Mine Safety Disclosures.
 

Not applicable.
 
Item 5. Other Information.
 

None. 
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Item 6. Exhibits
 
3.1 Amended and Restated Certificate of Incorporation as amended.
3.2 Amended and Restated Bylaws of Akerna Corp. (incorporated by reference to Exhibit 3.2 to Akerna Corp.'s Form 10-KT as filed with the Commission on

March 31, 2021).
3.3 Certificate of Designation for the Special Voting Share (incorporated by reference to Exhibit 3.1 to the Current Report on Form 8-K filed by Akerna on July

8, 2020).
4.1 Amendment and Waiver Agreement dated June 30, 2022 to the Securities Purchase Agreement dated October 5, 2021.
4.2 Form of Pre-Funded Warrant (incorporated by reference to Exhibit 4.10 to Akerna Corp’s Form S-1 as filed with the Commission on June 29, 2022).
4.3 Form of Warrant (incorporated by reference to Exhibit 4.9 to Akerna Corp’s post-effective amendment to Form S-1 as filed with the Commission on July 1,

2022).
4.4 Form of Underwriter’s Warrants (incorporated by reference to Exhibit 4.11 to Akerna Corp’s post-effective amendment to Form S-1 as filed with the

Commission on July 1, 2022).
10.1 Consulting Agreement effective as of April 21, 2022 between Akerna Corp. and Larry Dean Ditto Jr. (incorporated by reference to Exhibit 10.1 to

Akerna Corp.'s Form 8-K as filed with the Commission on May 16, 2022). 
31.1  Section 302 Certification of Principal Executive Officer.
31.2  Section 302 Certification of Principal Financial Officer.
32.1  Section 906 Certification of Principal Executive Officer
32.2  Section 906 Certification of Principal Financial Officer.
101  XBRL (Extensible Business Reporting Language). The following materials from Akerna Corp’s Quarterly Report on Form 10-Q for the quarterly period

ended June 30, 2022, tagged in XBRL: (i) condensed consolidated balance sheets; (ii) condensed consolidated statements of operations; (iii) condensed
consolidated statements of comprehensive income; (iv) condensed consolidated statements of cash flows; and (v) notes to condensed consolidated financial
statements. 
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SIGNATURES

In accordance with the requirements of Securities Exchange Act of 1934, the registrant has caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized. 
         

By: /s/ Jessica Billingsley

  

Jessica Billingsley,
Chief Executive Officer and Director
(Principal Executive Officer)

   
  August 12, 2022
   
 By: /s/ L. Dean Ditto

  

L. Dean Ditto,
Chief Financial Officer
(Principal Financial and Accounting Officer)

   
  August 12, 2022
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Exhibit 3.1
 

State of Delaware
Secretary of State

Division of Corporations
Delivered 11:10 AM 06/17/2019

FILED 11:10 AM 06/17/2019
SR 20195468576 - File Number 7085919  

 
AMENDED AND RESTATED

 
CERTIFICATE OF INCORPORATION

 
OF

 
MTECH ACQUISITION HOLDINGS INC.

 
Pursuant to Section 245 of the

 
Delaware General Corporation Law

 
MTECH ACQUISITION HOLDINGS INC., a corporation existing under the laws of the State of Delaware (the “Corporation”), by its President, Scott Sozio, hereby
certifies as follows:    

 
1. The name of the Corporation is “MTech Acquisition Holdings Inc.” 
 
2. The Corporation’s Certificate of Incorporation was filed in the office of the Secretary of State of the State of Delaware on October 3, 2018.
 
3. This Amended Restated Certificate of Incorporation restates, integrates and amends the Certificate of Incorporation of the Corporation.
 
4. This Amended and Restated Certificate of Incorporation was duly adopted by the directors and stockholders of the Corporation in accordance with the applicable

provisions of Sections 242 and 245 of the General Corporation Law of the State of Delaware, as amended (the “DGCL”).
 
5. The text of the Certificate of Incorporation of the Corporation is hereby amended and restated to read in full as follows:

 
FIRST: The name of the corporation is Akerna Corp. (hereinafter sometimes referred to as the “Corporation”).
 
SECOND: The registered office of the Corporation is to be located at c/o Vcorp Services, LLC, 1013 Centre Road, Suite 403-B, Wilmington, Delaware 19805, New

Castle County. The name of its registered agent at that address is Vcorp Services, LLC.
 
THIRD: The purpose of the Corporation shall be to engage in any lawful act or activity for which corporations may be organized under the DGCL. In addition to the

powers and privileges conferred upon the Corporation by law and those incidental thereto, the Corporation shall possess and may exercise all the powers and privileges that
are necessary or convenient to the conduct, promotion or attainment of the business or purposes of the Corporation.

 
FOURTH: The total number of shares of all classes of capital stock which the Corporation shall have authority to issue is 80,000,000, of which 75,000,000 shares

shall be common stock of the par value $0.0001 per share (“Common Stock”) and 5,000,000 shares shall be preferred stock of the par value of $0.0001 per share
(“Preferred Stock”).

 
A. Preferred Stock. The Board of Directors is expressly granted authority to issue shares of the Preferred Stock, in one or more series, and to fix for each such series

such voting powers, full or limited, and such designations, preferences and relative, participating, optional or other special rights and such qualifications, limitations or
restrictions thereof as shall be stated and expressed in the resolution or resolutions adopted by the Board of Directors providing for the issue of such series (a “Preferred
Stock Designation”) and as may be permitted by the DGCL. The number of authorized shares of Preferred Stock may be increased or decreased (but not below the number
of shares thereof then outstanding) by the affirmative vote of the holders of a majority of the voting power of all of the then outstanding shares of the capital stock of the
Corporation entitled to vote generally in the election of directors, voting together as a single class, without a separate vote of the holders of the Preferred Stock, or any series
thereof, unless a vote of any such holders is required pursuant to any Preferred Stock Designation.
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B. Common Stock. (1) Except as otherwise required by law or as otherwise provided in any Preferred Stock Designation, the holders of the Common Stock shall

exclusively possess all voting power and each share of Common Stock shall have one vote.
 

(2) Subject to the prior rights of all classes or series of stock at the time outstanding having prior rights as to dividends or other distributions, the holders of shares
of Common Stock shall be entitled to receive such dividends and other distributions in cash, property, or stock as may be declared on the Common Stock by the Board of
Directors from time to time out of assets or funds of the Corporation legally available therefor and shall share equally on a per share basis in all such dividends and other
distributions.

 
(3) Subject to the prior rights of creditors of the Corporation and the holders of all classes or series of stock at the time outstanding having prior rights as to

distributions upon liquidation, dissolution or winding up of the Corporation, in the event of any liquidation, dissolution or winding up of the Corporation, either voluntary or
involuntary, the holders of shares of Common Stock shall be entitled to receive their ratable and proportionate share of the remaining assets of the Corporation.

 
(4) No holder of shares of Common Stock shall have cumulative voting rights.

 
(5) No holder of shares of Common Stock shall be entitled to preemptive or subscription rights pursuant to this Amended and Restated Certificate of Incorporation.

 
C. Power to Sell and Purchase Shares. Subject to the requirements of applicable law, the Corporation shall have the power to issue and sell all or any part of any shares

of any class of stock herein or hereafter authorized to such persons, and for such consideration and for such corporate purposes, as the Board of Directors shall from time to
time, in its discretion, determine, whether or not greater consideration could be received upon the issue or sale of the same number of shares of another class, and as
otherwise permitted by law. Subject to the requirements of applicable law, the Corporation shall have the power to purchase any shares of any class of stock herein or
hereafter authorized from such persons, and for such consideration and for such corporate purposes, as the Board of Directors shall from time to time, in its discretion,
determine, whether or not less consideration could be paid upon the purchase of the same number of shares of another class, and as otherwise permitted by law.

 
FIFTH: A. Number of Directors. Upon the effectiveness of this Amended and Restated Certificate of Incorporation (the “Effective Time”), the total number of

directors constituting the entire Board of Directors shall be seven (7). Thereafter, the total number of directors constituting the entire Board of Directors shall be such
number as may be fixed from time to time exclusively by resolution adopted by the affirmative vote of at least a majority of the Board of Directors then in office.

 
B. Classification. Subject to the terms of any one or more series of Preferred Stock, and effective upon the Effective Time, the Board of Directors shall be divided into

three classes: Class I, Class II and Class III. The number of directors in each class shall be as nearly equal as possible. The Board of Directors may assign members of the
Board of Directors already in office to such classes as of the Effective Time. The directors in Class I shall be elected for a term expiring at the first Annual Meeting of
Stockholders after the Effective Time, the directors in Class II shall be elected for a term expiring at the second Annual Meeting of Stockholders after the Effective Time,
and the directors in Class III shall be elected for a term expiring at the third Annual Meeting of Stockholders after the Effective Time.
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C. Term and Filling Vacancies . Commencing at the first Annual Meeting of Stockholders after the Effective Time and at each annual meeting thereafter, directors

elected to succeed those directors whose terms expire shall be elected for a term of office to expire at the third succeeding Annual Meeting of Stockholders after their
election. Except as the DGCL may otherwise require, in the interim between Annual Meetings of Stockholders or Special Meetings of Stockholders called for the election of
directors and/or the removal of one or more directors and the filling of any vacancy in that connection, newly created directorships and any vacancies in the Board of
Directors, including unfilled vacancies resulting from the removal of directors for cause, may be filled by the vote of a majority of the remaining directors then in office,
although less than a quorum (as defined in the Corporation’s bylaws), or by the sole remaining director. All directors shall hold office until the expiration of their respective
terms of office and until their successors shall have been elected and qualified. A director elected to fill a vacancy resulting from the death, resignation or removal of a
director shall serve for the remainder of the full term of the director whose death, resignation or removal shall have created such vacancy and until his successor shall have
been elected and qualified. If the number of directors is changed, any increase or decrease shall be apportioned among the classes in a manner as the Board of Directors
shall determine so as to maintain the number of directors in each class as nearly equal as possible, but in no cases will an increase or decrease in the number of directors
shorten the term of an incumbent.

 
D. Election. Election of directors need not be by written ballot unless the by-laws of the Corporation so provide.

 
E. Officers. Except as otherwise expressly delegated by resolution of the Board of Directors, the Board of Directors shall have the exclusive power and authority to

appoint and remove officers of the Corporation.
 

SIXTH: The following provisions are inserted for the management of the business and for the conduct of the affairs of the Corporation, and for further definition,
limitation and regulation of the powers of the Corporation and of its directors and stockholders:

 
A. Powers of the Board of Directors. The business and affairs of the Corporation shall be managed by or under the direction of the Board of Directors. In addition to

the powers and authorities hereinbefore or by statute expressly conferred upon them, the directors are hereby empowered to exercise all such powers and do all such acts and
things as may be exercised or done by the Corporation; subject, nevertheless, to the provisions of the statutes of Delaware, of this Amended and Restated Certificate of
Incorporation, and to any by-laws from time to time made by the stockholders; provided, however, that no by-law so made shall invalidate any prior act of the directors
which would have been valid if such by-law had not been made.

 
B. By-laws. The Board of Directors shall have the power, without the assent or vote of the stockholders, to make, alter, amend, change, add to or repeal the by-laws of

the Corporation as provided in the by-laws of the Corporation.
 

C. Special Meetings. Subject to the terms of any one or more series or classes of Preferred Stock, Special Meetings of the Stockholders of the Corporation may be
called as prescribed by the by-laws of the Corporation.

 
SEVENTH: A. A director of the Corporation shall not be personally liable to the Corporation or its stockholders for monetary damages for breach of fiduciary duty as

a director, except for liability (i) for any breach of the director’s duty of loyalty to the Corporation or its stockholders, (ii) for acts or omissions not in good faith or which
involve intentional misconduct or a knowing violation of law, (iii) under Section 174 of the DGCL, or (iv) for any transaction from which the director derived an improper
personal benefit. If the DGCL is amended to authorize corporate action further eliminating or limiting the personal liability of directors, then the liability of a director of the
Corporation shall be eliminated or limited to the fullest extent permitted by the DGCL, as so amended. Any repeal or modification of this paragraph A by the stockholders
of the Corporation shall not adversely affect any right or protection of a director of the Corporation with respect to events occurring prior to the time of such repeal or
modification.

 
B. The Corporation, to the full extent permitted by Section 145 of the DGCL, as amended from time to time, shall indemnify all persons whom it may indemnify

pursuant thereto. Expenses (including attorneys’ fees) incurred by an officer or director in defending any civil, criminal, administrative, or investigative action, suit or
proceeding for which such officer or director may be entitled to indemnification hereunder shall be paid by the Corporation in advance of the final disposition of such
action, suit or proceeding upon receipt of an undertaking by or on behalf of such director or officer to repay such amount if it shall ultimately be determined that he is not
entitled to be indemnified by the Corporation as authorized hereby.
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EIGHTH: No action that is required or permitted to be taken by the stockholders of the Corporation at any annual or special meeting of stockholders may be effected

by written consent of stockholders in lieu of a meeting.
 

NINTH: A. Unless the Corporation consents in writing to the selection of an alternative forum, the sole and exclusive forum for any stockholder (including a
beneficial owner) to bring (i) any derivative action or proceeding brought on behalf of the Corporation, (ii) any action asserting a claim of breach of a fiduciary duty owed
by any director, officer or other employee of the Corporation to the Corporation or the Corporation’s stockholders, (iii) any action asserting a claim arising pursuant to any
provision of the DGCL or this Certificate of Incorporation or the Corporation’s Bylaws, or (iv) any action asserting a claim governed by the internal affairs doctrine shall be
the Court of Chancery of the State of Delaware (or if the Court of Chancery does not have jurisdiction, another state court located within the State of Delaware, or if no state
court located within the State of Delaware has jurisdiction, the federal district court for the District of Delaware) in all cases subject to the court’s having personal
jurisdiction over the indispensable parties named as defendants.

 
B. If any action the subject matter of which is within the scope of Section A immediately above is filed in a court other than a court located within the State of

Delaware (a “Foreign Action”) in the name of any stockholder, such stockholder shall be deemed to have consented to (i) the personal jurisdiction of the state and federal
courts located within the State of Delaware in connection with any action brought in any such court to enforce Section A immediately above (an “FSC Enforcement Action”)
and (ii) having service of process made upon such stockholder in any such FSC Enforcement Action by service upon such stockholder’s counsel in the Foreign Action as
agent for such stockholder.

 
C. If any provision or provisions of this Article NINTH shall be held to be invalid, illegal or unenforceable as applied to any person or entity or circumstance for any

reason whatsoever, then, to the fullest extent permitted by law, the validity, legality and enforceability of such provisions in any other circumstance and of the remaining
provisions of this Article NINTH (including, without limitation, each portion of any sentence of this Article NINTH containing any such provision held to be invalid, illegal
or unenforceable that is not itself held to be invalid, illegal or unenforceable) and the application of such provision to other persons or entities and circumstances shall not in
any way be affected or impaired thereby. Any person or entity purchasing or otherwise acquiring any interest in shares of capital stock of the Corporation shall be deemed to
have notice of and consented to the provisions of this Article NINTH.

 
TENTH: The doctrine of corporate opportunity, or any other analogous doctrine, shall not apply with respect to the Corporation or any of its officers or directors in

circumstances where the application of any such doctrine would conflict with any fiduciary duties or contractual obligations they may have as of the date of this Certificate
of Incorporation or in the future. In addition to the foregoing, the doctrine of corporate opportunity shall not apply to any other corporate opportunity with respect to any of
the directors or officers of the Corporation unless such corporate opportunity is offered to such person solely in his or her capacity as a director or officer of the Corporation
and such opportunity is one the Corporation is legally and contractually permitted to undertake and would otherwise be reasonable for the Corporation to pursue.

 
IN WITNESS WHEREOF, the Corporation has caused this Amended and Restated Certificate of Incorporation to be signed by Scott Sozio, its President, as of the

17th day of June 2019.
 

 MTECH ACQUISITION HOLDINGS INC.
   
 By: /s/ Scott Sozio
 Name:Scott Sozio
 Title: President
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STATE OF DELAWARE
CERTIFICATE OF CHANGE OF REGISTERED AGENT

AND/OR REGISTERED OFFICE

The corporation organized and existing under the General Corporation Law of the State of Delaware, hereby certifies as follows:

1. The name of the corporation is                                  AKERNA CORP.                                                                    

2. The Registered Office of the corporation in the State of Delaware is changed to          251 Little Falls Drive            (street), in the City of        Wilmington, DE          

Country of       New Castle      Zip Code       19808       . The name of the Registered Agent at such address upon whom process against this Corporation may be served is  

          Corporation Service Company                  .

3. The foregoing change to the registered office/agent was adopted by a resolution of the Board of Directors of the corporation.

 By:
  Authorized Officer

 Name: John Fowle, CFO
  Print or Type

State of Delaware
Secretary of State

Division of Corporations
Delivered 08:23 AM 05/04/2020

FILED 08:23 AM 05/04/2020
SR 20203384789 - File Number 7085919
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State of Delaware
Secretary of State

Division of Corporations
Delivered 06:02 PM 06/26/2020

FILED 06:02 PM 06/26/2020
SR 20205943823 - File Number 7085919  

 
CERTIFICATE OF DESIGNATION, PREFERENCES AND RIGHTS

OF
SPECIAL VOTING PREFERRED STOCK

OF
AKERNA CORP.

 
(Pursuant to Section 151 of the

General Corporation Law of the State of Delaware)
 
AKERNA CORP., a Delaware corporation (the “Company”), pursuant to the provisions of Section 151 of the General Corporation Law of the State of

Delaware, does hereby make this Certificate of Designation under the corporate seal of the Company and does hereby state and certify that pursuant to the authority
expressly vested in the Board of Directors (the “Board”) of the Company by its Amended and Restated Certificate of Incorporation (as such may be amended, modified or
restated from time to time, the “Certificate of Incorporation”), the Board has duly adopted the following resolutions: 

 
RESOLVED, that, pursuant to the provisions of Article Fourth of the Certificate of Incorporation (which authorizes 5,000,000 shares of preferred stock,

par value of $0.0001 per share (the “Preferred Stock”)), and the authority vested in the Board, a series of Preferred Stock be, and it hereby is, created, and the designation
and number of shares of such series, and the voting and other powers, preferences and relative, participating, optional or other rights, and the qualifications, limitations and
restrictions thereof are as set forth in the Certificate of Incorporation and this Certificate of Designation (as it may be amended from time to time, this “Certificate of
Designation”) as follows:

 
SPECIAL VOTING PREFERRED STOCK

 
1. Designation; Amount and Par Value. The series of Preferred Stock shall be designated as “Special Voting Preferred Stock” and the number of shares so

designated shall be one (1). The sole outstanding share of Special Voting Preferred Stock shall have a par value of $0.0001 per share.
 
2. Dividends. Subject to the provisions of Section 4 of this Certificate of Designation, the holder of record of the share of Special Voting Preferred Stock shall not

be entitled to receive any dividends declared and paid by the Company.
 
3. Voting Rights.

 
(a) The holder of record of the share of Special Voting Preferred Stock, except as otherwise required under applicable law or as set forth in Section 3(b)

below, shall not be entitled to vote on any matter required or permitted to be voted upon by the stockholders of the Company.
 
(b) With respect to all meetings of the stockholders of the Company at which the holders of the Company’s common stock, par value $0.0001 per share

(the “Common Stock”), are entitled to vote (each, a “Stockholder Meeting”), the holder of the share of Special Voting Preferred Stock shall vote together with the holders of
such Common Stock as a single class except as otherwise required under applicable law, and the holder of the share of Special Voting Preferred Stock shall be entitled to
cast on such matter a number of votes equal to the number of Exchangeable Shares (the “Exchangeable Shares”) of Akerna Canada Ample Exchange Inc. (f/k/a 2732805
Ontario Inc.), an Ontario corporation (“Purchaser”), outstanding as of the record date for determining stockholders entitled to vote at such Stockholder Meeting (i) that are
not owned by the Company or its affiliates and (ii) as to which the holder of the share of Special Voting Preferred Stock has received voting instructions from the holders of
such Exchangeable Shares in accordance with the Voting and Exchange Trust Agreement (the “Trust Agreement”), to be entered into among the Company, Purchaser,
2732804 Ontario Inc., an Ontario corporation (“Callco”), and the trustee thereunder (the “Trustee”).
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4. Liquidation. Upon any liquidation, dissolution or winding up of the Company, whether voluntary or involuntary, the holder of record of the Special Voting

Preferred Stock shall (A) rank (i) senior to the holders of the Company’s Common Stock and (ii) junior to all other classes or series of Preferred Stock of the Company (if
any); and (B) be entitled to receive from the Company, prior to the holders of shares of Common Stock, an amount equal to $1.00.

 
5. Other Provisions.

 
(a) The holder of record of the share of Special Voting Preferred Stock shall not have any rights hereunder to convert such share into, or exchange such

share for, shares of any other series or class of capital stock of the Company.
 
(b) The Trustee shall exercise the voting rights attached to the share of Special Voting Preferred Stock pursuant to and in accordance with the Trust

Agreement. The voting rights attached to the share of Special Voting Preferred Stock shall terminate pursuant to and in accordance with the Trust Agreement.
 
(c) At such time as the share of Special Voting Preferred Stock has no votes attached to it, the Special Voting Preferred Stock shall be automatically

cancelled.
 
(d) This Certificate of Designation shall be effective upon filing.

 
[Signature Page Follows]
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IN WITNESS WHEREOF, the Company has caused this Certificate of Designations, Preferences and Rights of Special Voting Preferred Stock to be
duly executed by its Chief Executive Officer this 26th day of June, 2020. 
 
 
 AKERNA CORP.
    
 By: /s/ Jessica Billingsley
  Name:  Jessica Billingsley
  Title: Chief Executive Officer
  

Signature Page to Certificate of Designation, Preferences and Rights of Special Voting Preferred Stock of Akerna Corp.
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State of Delaware
Secretary of State

Division of Corporations
Delivered 12:35 PM 05/27/2022

FILED 12:35 PM 05/27/2022
SR 20222417310 - File Number 7085919  

 
FIRST

CERTIFICATE OF AMENDMENT
TO

AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION

OF
AKERNA CORP.

 
Akerna Corp. (the “Corporation”), a corporation duly organized and existing under the General Corporation Law of the State of Delaware (the “DGCL”), does

hereby certify:
 
FIRST: That at a meeting of the Board of Directors of the Corporation (the “Board”) resolutions were duly adopted authorizing the Corporation to execute and file

with the Secretary of State of the State of Delaware amendments (the “Amendment”) to the Corporation’s amended and restated certificate of incorporation (the
“Certificate of Incorporation”) to increase the Corporation’s authorized shares of common stock from 75,000,000 to 150,000,000.

 
SECOND:  

 
 1. The FOURTH Article of the Corporation’s Certificate of Incorporation is hereby amended to read in its entirety as follows:

 
“FOURTH: The total number of shares of all classes of capital stock which the Corporation shall have authority to issue is 155,000,000, of which 150,000,000

shares shall be common stock of the par value $0.0001 per share (“Common Stock”) and 5,000,000 shares shall be preferred stock of the par value of $0.0001 per share
(“Preferred Stock”).

 
A. Preferred Stock. The Board of Directors is expressly granted authority to issue shares of the Preferred Stock, in one or more series, and to fix for each such

series such voting powers, full or limited, and such designations, preferences and relative, participating, optional or other special rights and such qualifications, limitations or
restrictions thereof as shall be stated and expressed in the resolution or resolutions adopted by the Board of Directors providing for the issue of such series (a “Preferred
Stock Designation”) and as may be permitted by the DGCL. The number of authorized shares of Preferred Stock may be increased or decreased (but not below the number
of shares thereof then outstanding) by the affirmative vote of the holders of a majority of the voting power of all of the then outstanding shares of the capital stock of the
Corporation entitled to vote generally in the election of directors, voting together as a single class, without a separate vote of the holders of the Preferred Stock, or any series
thereof, unless a vote of any such holders is required pursuant to any Preferred Stock Designation.

 
B. Common Stock. (1) Except as otherwise required by law or as otherwise provided in any Preferred Stock Designation, the holders of the Common Stock shall

exclusively possess all voting power and each share of Common Stock shall have one vote.
 

(2) Subject to the prior rights of all classes or series of stock at the time outstanding having prior rights as to dividends or other distributions, the holders of shares
of Common Stock shall be entitled to receive such dividends and other distributions in cash, property, or stock as may be declared on the Common Stock by the Board of
Directors from time to time out of assets or funds of the Corporation legally available therefor and shall share equally on a per share basis in all such dividends and other
distributions.

 
(3) Subject to the prior rights of creditors of the Corporation and the holders of all classes or series of stock at the time outstanding having prior rights as to

distributions upon liquidation, dissolution or winding up of the Corporation, in the event of any liquidation, dissolution or winding up of the Corporation, either voluntary or
involuntary, the holders of shares of Common Stock shall be entitled to receive their ratable and proportionate share of the remaining assets of the Corporation.

 
(4) No holder of shares of Common Stock shall have cumulative voting rights.
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(5) No holder of shares of Common Stock shall be entitled to preemptive or subscription rights pursuant to this Amended and Restated Certificate of Incorporation.

 
C. Power to Sell and Purchase Shares. Subject to the requirements of applicable law, the Corporation shall have the power to issue and sell all or any part of any

shares of any class of stock herein or hereafter authorized to such persons, and for such consideration and for such corporate purposes, as the Board of Directors shall from
time to time, in its discretion, determine, whether or not greater consideration could be received upon the issue or sale of the same number of shares of another class, and as
otherwise permitted by law. Subject to the requirements of applicable law, the Corporation shall have the power to purchase any shares of any class of stock herein or
hereafter authorized from such persons, and for such consideration and for such corporate purposes, as the Board of Directors shall from time to time, in its discretion,
determine, whether or not less consideration could be paid upon the purchase of the same number of shares of another class, and as otherwise permitted by law.”

 
THIRD: That pursuant to a resolution of the Board, a meeting of the stockholders of the Corporation was duly called and held upon notice in accordance with

Section 222 of the DGCL at which meeting the necessary number of shares as required by statute were voted in favor of the Amendment.
 
FOURTH: That the aforesaid Amendment was duly adopted in accordance with the applicable provisions of Section 242 of the DGCL.
 
FIFTH: The foregoing amendment shall be effective upon filing of this Certificate of Amendment.
 
SIXTH: Except as herein amended, the Corporation’s Certificate of Incorporation shall remain in full force and effect.

 
 
IN WITNESS WHEREOF, the Corporation has caused this Certificate of Amendment to be executed by a duly authorized officer on this May 27, 2022.

 
 AKERNA CORP.
   
 By: /s/ Jessica Billingsley
 Name: Jessica Billingsley
 Title: Chief Executive Officer
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Exhibit  4.1

AMENDMENT AND WAIVER

This Amendment and Waiver (this “Agreement”) is entered into as of June 30, 2022, by and between Akerna Corp., a Delaware corporation (the “Company”), and
the undersigned holder (the “Holder”), in accordance with that certain Securities Purchase Agreement between the Company and all of the investors listed on the Schedule
of Buyers (the “Buyers”) dated October 5, 2021 (the “SPA”) with reference to the following facts:

A. On October 5, 2021, the Company and the Buyers entered into the SPA in relation to the issuance and sale by the Company and purchase by the Holders of that
aggregate principal amount of senior secured convertible notes of the Company, in substantially the form attached to the SPA as Exhibit A (as amended or waived from
time to time prior to the date hereof, the “Notes”), set forth opposite such Buyer's name on the Schedule of Buyers (which aggregate principal amount of Notes for all
Buyers was $20,000,000). Capitalized terms not defined herein shall have the meaning as set forth in the Notes.

 
B. The issuance of the Notes occurred at a closing on October 5, 2021 (the “Closing Date”).

 
C. The Company desires to enter into a Dilutive Issuance pursuant to which the Company shall issue in a registered offering (the “New Offering”) of units (the

“New Units”) and pre-funded units (the “New Pre-Funded Units”) for a purchase price of $0.23 per Unit or $0.2299 per Pre-Funded Unit (the “New Unit Price” and “New
Pre-Funded Unit Price”, respectively) for aggregate gross proceeds of $10 million with an option granted to the underwriter of the New Offering (the “Underwriter”) for an
additional 15% of the aggregate amount sold in the New Offering (the “Over-allotment Option”), each Unit consisting of one share of Common Stock along with a warrant
in the form attached hereto as Exhibit A (the “New Warrants”) to purchase one share of Common Stock, each with an exercise price of $0.23 per Share (the “New
Warrant Exercise Price”) and each Pre-Funded Unit consisting of one pre-funded warrant in the form attached hereto as Exhibit B (the “New Pre-Funded Warrants”) and
one New Warrant with each Pre-Funded Warrant exercisable at $0.001 per Pre-Funded Warrant (the “New Pre-Funded Warrant Exercise Price”) to purchase one share of
Common Stock. The Company will also grant to the Underwriter, Underwriter Warrants equal to 5% of the aggregate number of the shares of common stock (including
shares underlying warrants and/or pre-funded warrants, but excluding shares issued upon the exercise of the underwriter’s over-allotment option) issued in this offering with
the same terms as the New Warrants and in the form attached hereto as Exhibit C (the “New Underwriter Warrants”) exercisable at the New Warrant Exercise Price.
 

D. In connection with the New Offering, the Company desires (i) that the Holder waive, in part, (x) the adjustment to the Conversion Price pursuant to Section 7(a)
of the Notes solely as a result of the issuance of the Units at the New Unit Price, New Pre-Funded Units at the Pre-Funded Unit Price and any issuances of shares of
Common Stock upon exercise of either (i) the New Pre-Funded Warrants at the New Pre-Funded Warrant Exercise Price, (ii) the New Warrants at the New Exercise Price
and/or (iii) the New Underwriter Warrants at the New Exercise Price, as applicable, such that upon consummation of the New Offering the Conversion Price shall be
lowered to $0.3105 per share (equal to 135% of the New Unit Price) (as adjusted for stock splits, stock dividends, stock combinations, recapitalizations and similar events)
(the “New Offering Antidilution Waiver”) (y) clause (i) of the definition of Installment Amount solely for each of the Installment Dates of July 1, 2022, August 1, 2022,
September 1, 2022, October 3, 2022, November 1, 2022 and December 1, 2022, such that such clause shall not include any Principal of the Notes for such Installment
Dates (the “New Installment Waiver”), and (z) any acceleration of previously deferred Installment Amounts under Section 8(d) of the Notes pursuant to Section 8(e)of the
Notes until January 1, 2023 (the “New Acceleration Waiver”) and (ii) to amend the SPA as described in Section 1 below.



 
NOW, THEREFORE, in consideration of the premises and the mutual covenants contained herein and for other good and valuable consideration, the receipt and

sufficiency of which are hereby acknowledged, this Agreement will become effective upon execution and delivery of this Agreement and substantially similar agreements
(other than the identity of the Holder and any provisions with respect to legal fees reimbursement) (such other agreements, the “Other Amendment Agreements” and
together with this Agreement, the “Amendment Agreements”) duly executed and delivered by each of the Buyers and the Company (the “Effective Time”), and the
Company and the Holder hereby agree as follows:
 

1. Effective as of Effective Time, the SPA shall be hereby amended as follows (the “Amendments”:

(a) Section 4 of the SPA is hereby amended to add the following as Section 4(ff) thereof:

(ff) Daily Available Cash Test. At any time any Notes remain outstanding, the Company’s Available Cash at all times, commencing on July 5,
2022, shall equal or exceed $7 million (the “Daily Available Cash Test”), which amount shall be reduced by $1 million on each Required Release
Date (as defined in Section 4(gg) below), subject all cases to a minimum of $5 million of Available Cash.

(b) Section 4 of the SPA is hereby amended to add the following as Section 4(gg) thereof:

(gg) On or prior to July 8, 2022, the Company shall establish and maintain a bank account for each holder of Notes (collectively, the “Master
Restricted Accounts”, and each such holder, a “Holder”) at a bank or a financial institution satisfactory to such Holder (each, as applicable, a
“Controlled Account Bank”), which Master Restricted Account applicable to a Holder shall be subject to deposit account control agreement in
form and substance reasonably acceptable to such Holder (the “Controlled Account Agreement”). Each Controlled Account Agreement shall
provide, among other things, that (A) the applicable Controlled Account Bank will solely comply with any and all instructions originated by such
Holder directing the disposition of the funds in the Master Restricted Accounts without further consent by the Company or any such Subsidiaries,
(B) such Controlled Account Bank waives, subordinates or agrees not to exercise any rights of setoff or recoupment or any other claim against the
applicable Master Restricted Account other than for payment of its service fees and other charges directly related to the administration of such
Master Restricted Account and for returned checks or other items of payment, and (C) such Controlled Account Bank shall not comply with any
instructions, directions or orders of any form with respect to such Master Restricted Account other than instructions, directions or orders originated
by the applicable Holder. On or prior to July 8, 2022, the Company shall deposit an aggregate of $7 million into the Master Restricted Accounts
with $3,850,000 being deposited into the Master Restricted Account for High Trial Investments ON LLC and $3,150,000 being deposited into the
Master Restricted Account for Alto Opportunity Master Fund, SPC – Segregated Master Portfolio B.

(i) Upon the occurrence of any Control Account Release Event (as defined below), such applicable Holder shall, as soon as commercially
practicable, but in no event later than two (2) Trading Days thereafter, instruct the Control Account Bank to release such cash amount required to
be released pursuant to such Control Account Release Event from the Master Restricted Account attributable to such Holder and deposited into an
bank account specified in writing by the Company on or prior to such date (each a “Control Account Release”); provided, that if the Company fails
to select a bank account in a writing delivered to such Holder on or prior to such second Trading Day, such Holder shall effect such Control
Account Release as soon as commercially practicable after receipt of such bank account election from the Company.

(ii) The Company hereby grants and pledges to each Holder a continuing security interest in any cash or other assets, from time to time, in
the Master Restricted Account attributable to such Holder’s Note (the “Collateral”) to secure prompt repayment of any and all amounts outstanding
hereunder from time to time and to secure prompt performance by the Company of each of its covenants and duties under the Transaction
Documents (as defined in the Securities Purchase Agreement). Such security interest constitutes a valid, first priority security interest in the
presently existing Collateral, and will constitute a valid, first priority security interest in later-acquired Collateral. Notwithstanding any filings
undertaken related to each Holder’s rights under the Delaware Uniform Commercial Code, each Holder’s Lien (as defined in the Notes) on the
Collateral shall remain in effect for so long as any Notes remain outstanding. Notwithstanding the foregoing, upon any Control Account Release,
but solely with respect to such cash amount from the Master Restricted Account attributable to such Holder that is subject to such Control Account
Release (and not with respect to any other Holder) (each, a “Control Account Release Amount”), such Holder hereby automatically releases any
lien hereunder on such Control Account Release Amount. The Company hereby (i) authorizes each Holder to file, one or more financing or
continuation statements, and amendments thereto, relating to the Collateral and (ii) ratifies such authorization to the extent that a Holder has filed
any such financing or continuation statements, or amendments thereto, prior to the date hereof.



(iii) Notwithstanding anything herein to the contrary, at the option of each Holder, such Holder may satisfy all, or any part, of any
redemption or other cash payment obligation of the Company under the Note of such Holder (each, a “Cash Payment Obligation”) from the
Collateral in the Master Restricted Account attributable to such Holder, including, without limitation, in connection with any Event of Default,
Change of Control, Company Optional Redemption, Installment Redemption or payment due at the Maturity Date. In connection with any Cash
Payment Obligation to a Holder, the Company hereby irrevocably consents to such Holder’s delivery of an instruction letter to the Controlled
Account Bank to release Collateral from the Master Restricted Account attributable to such Holder in an amount not to exceed such Cash Payment
Obligation to such Holder. Notwithstanding the foregoing, in the absence of any such election by such Holder, the Company shall remain
obligated to pay such Cash Payment Obligation to such Holder without regard to any Collateral in the applicable Master Restricted Account. Upon
the occurrence of any event which could reasonably be expected to result in a Cash Payment Obligation, a Holder may, at such Holder’s option,
withdraw any Collateral in the Master Restricted Account attributable to such Holder; provided that (x) such withdrawn amount shall not exceed
such amount which such Holder reasonably believes would be necessary to satisfy such Cash Payment Obligation, and (y) such withdrawal shall
not constitute the delivery of a Redemption Notice or payment under the Note of such Holder unless such Holder specifies in writing to the
Company that such Holder has applied such Collateral in satisfaction of such Cash Payment Obligation.

(iv) If the Controlled Account Bank breaches any covenant or other term or condition of any Controlled Account Agreement or otherwise
fails to promptly comply with the instructions of a Holder in connection with the Collateral, such Holder may, at its option, withdraw the Collateral
from the Controlled Account Bank and hold such Collateral until such time as (x) the Company and such Holder have agreed upon a replacement
Controlled Account Bank and (y) a Controlled Account Agreement with respect to such Collateral and a new account shall have been duly
executed by the Company, such Holder and the replacement Controlled Account Bank. Notwithstanding anything herein to the contrary, if the
Company or any of its Subsidiaries receives any of the Collateral in breach of any Controlled Account Agreement (or receives notice from any
Holder that an amount was wired to the Company from a Master Restricted Account attributable to such Holder without the proper authorization of
such Holder), the Company shall promptly cause such amounts to be returned to such applicable Master Restricted Account.

(v) For the purpose of this Agreement, “Control Account Release Event” means, as applicable, (I) the occurrence of each of (x) $14
million of aggregate principal of the Notes (or less) remaining outstanding and (y) $11 million of aggregate principal of the Notes (or less) remains
outstanding (each, a “Required Release Date”), so long as no Equity Conditions Failure then exists, the Company may require (x) High Trial
Investments ON LLC (or its registered assigns) to release to the Company an aggregate of $550,000 of cash from its Master Restricted Account
and (y) Alto Opportunity Master Fund, SPC – Segregated Master Portfolio B (or its registered assigns) to release to the Company an aggregate of
$450,000 of cash from its Master Restricted Account, in each case, in connection with such applicable Required Release Date and (II) the
Company’s receipt of a notice by a Holder electing to effect a release of all, or any part, of cash in the Master Restricted Account attributable to
such Holder to the Company, but only such amount set forth in such notice.

(c) the definition of “Transaction Documents” shall be amended to include this Agreement.

2. Waiver. Effective as of the Effective Time, the Company and the Holder hereby agree to New Offering Antidilution Waiver, the New Installment Waiver and
the New Acceleration Waiver.
 

3. Acknowledgments. The Company hereby confirms and agrees that (i) except with respect to the Amendments, the Waiver and the Deferral that is effective as of
the Effective Time, the Notes and the other Transaction Documents shall continue to be, in full force and effect; (ii) the execution, delivery and effectiveness of this
Agreement shall not operate as an amendment, modification or waiver of any right, power or remedy of the Holder or any other Buyers except to the extent expressly set
forth herein.
 

4. No Material Information. The material terms of this Agreement having been disclosed in the Company’s registration statement on Form S-1/A as filed on June
29, 2022, the Holder is not be in possession of any material, nonpublic information received from the Company, any of its Subsidiaries or any of their respective officers,
directors, employees, affiliates or agents. In addition, the Company acknowledges and agrees that any and all confidentiality or similar obligations under any agreement,
whether written or oral, between the Company, any of its Subsidiaries or any of their respective officers, directors, affiliates, employees or agents on the one
hand, and the Holder or any of its affiliates on the other hand, has terminated as of the date hereof and is of no further force or effect. The Company shall not, and shall
cause each of its Subsidiaries and its and each of their respective officers, directors, affiliates, employees and agents, not to, provide any Holder with any material, non-
public information regarding the Company or any of its Subsidiaries from and after the date hereof without the express prior written consent of the Holder. To the extent that
the Company, any of its Subsidiaries or any of their respective officers, directors, affiliates employees or agents delivers any material, non-public information to any
Holder without the Holder’s consent, the Company hereby covenants and agrees that the Holder shall not have any duty of confidentiality to the Company, any of its
Subsidiaries or any of their respective officers, directors, affiliates, employees or agents with respect to, or a duty to the Company, any of its Subsidiaries or any of their
respective officers, directors, affiliates, employees or agents not to trade on the basis of, such material, non-public information. The Company understands and confirms that
the Holder will rely on the foregoing representations in effecting transactions in securities of the Company.
 

5. No Third Party Beneficiaries. This Agreement is intended for the benefit of the parties hereto and their respective permitted successors and assigns, and is not for
the benefit of, nor may any provision hereof be enforced by, any other Person.



 
6. Counterparts. This Agreement may be executed in any number of counterparts and by different parties hereto in separate counterparts, each of which when so

executed and delivered shall be deemed to be an original and all of which taken together shall constitute but one and the same instrument. In the event that any signature is
delivered by facsimile transmission or by an email which contains a portable document format (.pdf) file of an executed signature page, such signature  page shall create a
valid and binding obligation of the party executing (or on whose behalf such signature is executed) with the same force and effect as if such signature page were an original
thereof.
 

7. No Strict Construction. The language used in this Agreement will be deemed to be the language chosen by the parties to express their mutual intent, and no rules
of strict construction will be applied against any party.
 

8. Headings. The headings of this Agreement are for convenience of reference and shall not form part of, or affect the interpretation of, this Agreement.
 

9. Severability. If any provision of this Agreement is prohibited by law or otherwise determined to be invalid or unenforceable by a court of competent jurisdiction,
the provision that would otherwise be prohibited, invalid or unenforceable shall be deemed amended to apply to the broadest extent that it would be valid and enforceable,
and the invalidity or unenforceability of such provision shall not affect the validity of the remaining provisions of this Agreement so long as this Agreement as so modified
continues to express, without material change, the original intentions of the parties as to the subject matter hereof and the prohibited nature, invalidity or
unenforceability of the provision(s) in question does not substantially impair the respective expectations or reciprocal obligations of the parties or the practical realization of
the benefits that would otherwise be conferred upon the parties. The parties will endeavor in good faith negotiations to replace the prohibited, invalid or unenforceable
provision(s) with a valid provision(s), the effect of which comes as close as possible to that of the prohibited, invalid or unenforceable provision(s).
 

10. Fees and Expenses. Except for a non-accountable amount of $25,000, which shall be paid by the Company to Kelley Drye & Warren LLP on behalf of the lead
investor, each party shall pay the fees and expenses of its advisers, counsel, accountants and other experts, if any, and all other expenses incurred by such party incident to
the negotiation, preparation, execution, delivery and performance of this Agreement.
 

11. Amendments. No provision of this Agreement may be amended other than by an instrument in writing signed by the Company and the Holder.
 

12. Further Assurances. Each party shall do and perform, or cause to be done and performed, all such further acts and things, and shall execute and deliver all such
other agreements, certificates, instruments and documents, as the other party may reasonably request in order to carry out the intent and accomplish the purposes of this
Agreement and the consummation of the transactions contemplated hereby.
 

13. Notice. Whenever notice is required to be given under this Agreement, unless otherwise provided herein, such notice shall be given in accordance with Section
9(f) of the SPA.
 

14. Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties and their respective successors and assigns.
 

15. Governing Law; Jurisdiction; Jury Trial. All questions concerning the construction, validity, enforcement and interpretation of this Agreement shall be
governed by the internal laws of the State of New York, without giving effect to any choice of law or conflict of law provision or rule (whether of the State of New York or
any other jurisdictions) that would cause the application of the laws of any jurisdictions other than the State of New York. Each party hereby irrevocably submits to the
exclusive jurisdiction of the state and federal courts sitting in The City of New York, Borough of Manhattan, for the adjudication of any dispute hereunder or in connection
herewith or with any transaction contemplated hereby or discussed herein, and hereby irrevocably waives, and agrees not to assert in any suit, action or proceeding, any
claim that it is not personally subject to the jurisdiction of any such court, that such suit, action or proceeding is brought in an inconvenient forum or that the venue of such
suit, action or proceeding is improper. Each party hereby irrevocably waives personal service of process and consents to process being served in any such suit, action or
proceeding by mailing a copy thereof to such party at the address for such notices to it under this Agreement and agrees that such service shall constitute good and sufficient
service of process and notice thereof. Nothing contained herein shall be deemed to limit in any way any right to serve process in any manner permitted by law. EACH
PARTY HEREBY IRREVOCABLY WAIVES ANY RIGHT IT MAY HAVE, AND AGREES NOT TO REQUEST, A JURY TRIAL FOR THE ADJUDICATION OF
ANY DISPUTE HEREUNDER OR IN CONNECTION WITH OR ARISING OUT OF THIS AGREEMENT OR ANY TRANSACTION CONTEMPLATED HEREBY.



[Signature Pages Follow]

IN WITNESS WHEREOF, the undersigned and the Company have caused their respective signature page to this Agreement to be duly executed as of the date first
written above.

COMPANY:
AKERNA CORP.
By: /s/ Jessica Billingsley
Name: Jessica Billingsley
Title: Chief Executive Officer

 



IN WITNESS WHEREOF, the undersigned and the Company have caused their respective signature page to this Agreement to be duly executed as of the date first
written above.
 

HOLDER:
HIGH TRAIL INVESTMENTS SA LLC
By: /s/ Eric Helenek
Name: Eric Helenek
Title: Authorized Signatory



IN WITNESS WHEREOF, the undersigned and the Company have caused their respective signature page to this Agreement to be duly executed as of the date first
written above.
 

HOLDER:
ALTO OPPORTUNITY MASTER FUND, SPC – SEGREGATED MASTER
PORTFOLIO B
By: /s/ Waqas Khatri
Name: Waqas Khatri
Title: Director



Exhibit 31.1
 

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

 
I, Jessica Billingsley, certify that:
 
1. I have reviewed this Quarterly Report on Form 10-Q of Akerna Corp.
 
2. Based on my knowledge, this report 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 report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;
 
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;
 
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and
 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and
 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

 
Date: August 12, 2022 By: /s/ Jessica Billingsley
  Jessica Billingsley,

Chief Executive Officer and Director
(Principal Executive Officer)

 



Exhibit 31.2

 
CERTIFICATION PURSUANT TO SECTION 302

OF THE SARBANES-OXLEY ACT OF 2002
 
I, L. Dean Ditto, certify that:
 
1. I have reviewed this Quarterly Report on Form 10-Q of Akerna Corp.
 
2. Based on my knowledge, this report 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 report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;
 
b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;
 
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and
 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and
 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

 
Date: August 12, 2022 By: /s/ L. Dean Ditto
  L. Dean Ditto,

Chief Financial Officer
(Principal Financial and Accounting Officer)



Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 (18 U.S.C. SECTION 1350)

 
In connection with the Quarterly Report of Akerna Corp. (the “Company”) on Form 10-Q for the quarterly period ended June 30, 2022 as filed with the Securities

and Exchange Commission on the date hereof (the “Quarterly Report”), I, Jessica Billingsley, Chief Executive Officer, do hereby certify, to my knowledge:
 
(1) The Quarterly Report fully complies with the requirements of Section 13(a), or 15(d) of the Securities Exchange Act of 1934; and
 
(2) The information contained in the Quarterly Report fairly presents, in all material respects, the financial condition and results of operation of the Company.
 

Date: August 12, 2022 By: /s/ Jessica Billingsley
  Jessica Billingsley,

Chief Executive Officer and Director
(Principal Executive Officer)

 
A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has been provided to the Company and will be retained by

the Company and furnished to the Securities and Exchange Commission or its staff upon request.



Exhibit 32.2
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 (18 U.S.C. SECTION 1350)

 
In connection with the Quarterly Report of Akerna Corp. (the “Company”) on Form 10-Q for the quarterly period ended June 30, 2022 as filed with the Securities

and Exchange Commission on the date hereof (the “Quarterly Report”), I, L. Dean Ditto, Chief Financial Officer, do hereby certify, to my knowledge:
 
(1) The Quarterly Report fully complies with the requirements of Section 13(a), or 15(d) of the Securities Exchange Act of 1934; and
 
(2) The information contained in the Quarterly Report fairly presents, in all material respects, the financial condition and results of operation of the Company.
 

Date: August 12, 2022 By: /s/ L. Dean Ditto
  L. Dean Ditto,

Chief Financial Officer
(Principal Financial and Accounting Officer)

 
A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has been provided to the Company and will be retained by

the Company and furnished to the Securities and Exchange Commission or its staff upon request.
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