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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

In addition to historical information, this Quarterly Report on Form 10-Q includes forward-looking statements. Forward-looking statements are those that predict or describe future
events or trends and that do not relate solely to historical matters. You can generally identify forward-looking statements as statements containing the words "believe,” "expect,”
"will,” "anticipate,” "intend,” "estimate,” "project,” "plan,” "assume” or other similar expressions, or negatives of those expressions, although not all forward-looking statements
contain these identifying words. All statements contained or incorporated by reference in this quarterly report regarding our future strategy, future operations, projected financial
position, estimated future revenues, projected costs, future prospects, the future of our industry and results that might be obtained by pursuing management’s current plans and

objectives are forward-looking statements.

N

You should not place undue reliance on our forward-looking statements because the matters they describe are subject to known and unknown risks, uncertainties and other
unpredictable factors, many of which are beyond our control. These factors, risks and uncertainties can be found in Part I, Item 1A, "Risk Factors,” of the Company’s Annual
Report on Form 10-K for the fiscal year ended June 30, 2021, as the same may be updated from time to time, including in Part II, Item 1A, "Risk Factors,” of this Quarterly Report on
Form 10-Q. Although we believe the expectations reflected in our forward-looking statements are based upon reasonable assumptions, it is not possible to foresee or identify all
factors that could have a material effect on the future financial performance of the Company. The forward-looking statements in this report are made on the basis of management’s
assumptions and analyses, as of the time the statements are made, in light of their experience and perception of historical conditions, expected future developments and other
factors believed to be appropriate under the circumstances. Except as otherwise required by the federal securities laws, we disclaim any obligation or undertaking to publicly
release any updates or revisions to any forward-looking statement contained in this Quarterly Report on Form 10-Q and the information incorporated by reference in this report to
reflect any change in our expectations with regard thereto or any change in events, conditions or circumstances on which any statement is based.

PART 1: Financial Information
Item 1 Financial Statements

Sugarmade, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

December 31,2021 June 30,2021
(Unaudited) (Audited)
Assets

Current assets:
Cash 63,375 1,396,944
Accounts receivable, net 707,509 435,598
Inventory, net 643,920 441,582
Loan receivables, current 196,000 -
Trading securities, at market value 133,942 1,451,922
Other current assets 184,952 182,457
Right of use asset, current 255,734 243,406
Total current assets 2,185,432 4,151,909

Noncurrent assets:
Property, plant and equipment, net 3,864,380 2,749,340
Intangible asset, net 10,648,378 10,650,394
Goodwill 757,648 757,648
Loan receivables, noncurrent - 196,000
Right of use asset, noncurrent 355,129 486,253
Equity method investments in affiliates 380,660 441,407
Total noncurrent assets 16,006,195 15,281,042
Total assets 18,191,627 19,432,951

Liabilities and Stockholders’ Deficiency

Current liabilities:
Note payable due to bank 25,982 25,982
Accounts payable and accrued liabilities 2,421,705 2,058,839
Customer deposits 887,800 751,919
Customer overpayment 74,987 59,953
Other payables 626,163 750,485
Accrued interest 646,643 509,997
Accrued compensation and personnel related payables 8,290 15,471
Notes payable - Current 31,787 33,047



Notes payable - Related Parties, Current - 15,427
Lease liability - Current 256,579 239,521
Loans payable - Current 814,494 392,605
Loan payable - Related Parties, Current 228,057 163,831
Convertible notes payable, Net, Current 1,298,133 1,421,694
Derivative liabilities, net 2,222,310 2,217,361
Warrants liabilities 6,405 21,042
Shares to be issued 262,077 138,077
Total current liabilities 9,811,412 8,815,251
Non-Current liabilities:
Loans payable, noncurrent 836,245 308,588
Note payable, noncurrent 4,888,463 4,997,323
Convertible notes payable, Net, Noncurrent 65,565 17,422
Lease liability 385,108 524,149
Total noncurrent liabilities 6,175,381 5,847,482
Total liabilities 15,986,793 14,662,733
Stockholders’ equity (deficiency):
Series A Preferred stock, $0.001 par value, 7,000,000 shares authorized 0 and 0 shares issued
outstanding at December 31, 2021 and June 30, 2021 - =
Series B Preferred stock, $0.001 par value, 2,999,999 shares authorized 2,541,500 and 541,500
shares issued outstanding at December 31, 2021 and June 30, 2021 2,542 542
Series C Preferred stock, $0.001 par value, 1 share authorized, 1 and 1 share issued outstanding at
December 31, 2021 and June 30, 2021 - -
Common stock, $0.001 par value, 10,000,000,000 shares authorized, 9,022,993,267 and 7,402,535,677
shares issued and outstanding at December 31, 2021 and June 30, 2021, respectively 9,022,992 7,402,536
Additional paid-in capital 72,367,128 64,841,654
Share to be issued, Preferred stock - 5,600,000
Subscription receivable - (500,000)
Share to be issued, Common stock 40,008 1,889,608
Accurmulated deficit (78,816,668) (74,364,466)
Total stockholders’ equity (deficiency) 2,616,002 4,869,874
Non-Controlling Interest (411,168) (99,656)
Total stockholders’ equity (deficiency) 2,204,834 4,770,218
Total liabilities and stockholders’ equity (deficiency) 18,191,627 19,432,951
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Sugarmade, Inc. and Subsidiaries
Consolidated Statements of Operations
(Unaudited)
For the Three Months Ended, For the Six Months Ended,
December 31,2021 December 31,2020 December 31,2021 December 31,2020
Revenues, net $ 1,235,825 $ 300,652 2,404,606 $ 2,446,979
Cost of goods sold 461,873 242,531 848,812 1,272,429
Gross profit 773,952 58,121 1,555,794 1,174,550
Selling, general and administrative expenses 683,745 271,549 1,296,884 875,358
Advertising and promotion expense 545,647 682 1,059,114 278,587
Marketing and research expense 36,992 93,908 72,405 316,256
Professional expense 190,249 115,615 500,750 619,045
Salaries and wages 479,738 105,700 940,162 464,474
Stock compensation expense 22,500 47,250 124,000 66,000
Total operating expenses 1,958,871 634,704 3,993,315 2,619,720
Loss fromoperations (1,184,919) (576,583) (2,437,521) (1,445,170)
Non-operating income (expense):
Other (expense) income 7,886 2,280 2,892 (50,453)
Gain in loss of control of VIE - 313,928 - 313,928
Interest expense (1,093,317) (728,197) (1,251,228) (1,194,972)
Bad debts (7) (130,467) (@) (132,979)
Change in fair value of derivative liabilities (390,306) 496,961 (65,073) 3,992,108
Warrant Expense 6,347 4,174 14,637 70,389
Loss on settlement - (5,000) - (80,000)
Loss on asset disposal - - (28) -
Amortization of debt discount (24,071) (1,031,379) (156,651) (1,845,925)
Amortization of intangible assets (483) - (2,017) -
Unrealized gain on securities (215,862) - (857,979) -
Total non-operating expenses, net (1,709,814) (1,077,700) (2,315,454) 1,072,096
Equity Method Investment Loss (16,270) (2,114) (60,747) (2,114)
Net loss $ (2911,002) $ (1,656,397) (4,813,722)  $ (375,188)
Less: net loss attributable to the noncontrolling interest (54,168) - (361,519) -




Net loss attributable to SugarMade Inc. $ (2,856,834) $ (1,656,397)  $ (4,452,203)  $ (375,188)
Basic net income (loss) per share $ 0000 $ 0000 $ (0000 S (0.00)
Diluted net income (loss) per share $ (0.00) $ (0.00) $ (0.00) $ (0.00)
Basic and diluted weighted average common shares outstanding
it 8,728,862,892 3,233,135,446 8,509,797,777 2,864,951,348
* Shares issuable upon conversion of convertible debts and exercising of warrants were excluded in calculating diluted loss per share.
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Sugarmade, Inc. and Subsidiaries
Condensed Consolidated Statements of Equity
(Unaudited)
Shares to
Preferred Stock Preferred Stock Additional be issued, Subscription Common Non Total
- Series B - Series C Common stock paid-in common Receivable - Shares Accumulated Controlling Shareholders’
Shares Amount Shares Amount Shares Amount capital shares CS Subscribed deficit Interest Equity
Balance at
June 30,2021 541,500 $ 542 18 - 7,402,535,677 $7,402,536 $64,841,655 _ 5,600,000 $  (500,000) $ 1,889,608 $ (74,364,466) $  (99,656) $ 4,770,218
Reclass
derivative
liability to equity
from conversion - - - - - - 576,214 - - - - - 576,214
Shares issued for
conversions - - - - 375,600,448 375,600 9,665 - - - - - 385,266
Shares issued for
acquisition 2,000,000 2,000 - - 660,571,429 660,571 6,787,029  (5,600,000) - (1,849,600) - - -
Shares issued for
subscription
receivable -
common stock - - - - - - - - 500,000 - - - 500,000
Contribution of
capital to
noncontrolling
minority - - - - - - - - - - - - -
Net loss = = - - - - - - - - (1,595,367) (307,351) (1,902,718)
Balance at
September 30,
2021 2,541,500 $ 2,542 18 - 8,438,707,554 $8,438,707 $72,214,564 $ -8 - $ 40,008 $ (75,959,833) $ (407,007 $ 4,328,979
Reclass
derivative
liability to equity
from conversion - - - - - - 192,857 - - - - - 192,857
Shares issued for
conversions - - - - 214,285,714 214,286 (64,286) - - - - - 150,000
Shares issued for
Cash - - - - 369,999,999 370,000 74,000 - - - - - 444,000
Repayment of
Capital - - - - - - (50,007) - - - - 50,007 -
Net loss - - - - - - - - - - (2,856,834) (54,168) (2,911,002)
Balance at
December 31,
2021 2,541,500 $ 2,542 18 - 9,022,993,267 $9,022,993 $72,367,128 $ -3 - $ 40,008 $ (78,816,668) $ (411,168) $ 2,204,834
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
Shares
to be
Preferred Stock - Preferred Stock Additional issued, Subscription Common Non Total
Series B - Series C Common stock paid-in common Receivable -  Shares  Accumulated Controlling Shareholders’
Shares Amount Shares Amount Shares Amount capital shares CS Subscribed deficit Interest Equity
Balance at June
30,2020 3,541,500 $ 3,542 -3 - 1,763,277,230 $1,763,278 $57,307,767 - $ 236,008 $ - $(68438331) S  (11,136) $__ (9,138,871)
Reclass derivative
liability to equity
from conversion - - - - - - 1,805,188 - - - - - 1,805,188
Shares issued for
conversions - - - - 1,081,411,606 1,081,412 192,048 - - - - - 1,273,459
Repayment of
capital to
noncontrolling
minority - - - - - - - - - - - (24,000) (24,000)
Net loss = - - - - - - - - - 1,278,812 1,165 1,279,976
Balance at
September 30,
2020 3,541,500 $ 3,542 -3 - 2,844,688,836 $2,844,690 $59,305,003 $ -3 236,008 $ - $ (67,159,519) $ (33.971) $  (4,804,248)
Reclass derivative
liability to equity
from conversion - - - - - - 531,591 - - - - - 531,591
Shares issued for
conversions - - - - 411,171,815 411,172 (90,293) - - - - - 320,879

Preferred stock



conversions (2,000,000)  (2,000) 360,647,019 360,647 141,353 - - - - - 500,000
Reclassification due
to deconsolidation
of VIE - - - - (169262) - - - 2,396 33,971 (132,895)
Net loss - - - - - - - - (1,656,397) - (1,656,397)
Balance at
December 31,
2020 1,541,500 $ 1,542 $ 3,616,507,670 $3,616,509 $59,718,392 $ -3 236,008 $ - $ (68,813,520) $ - 8 (5,241,070
The accompanying notes are an integral part of these unaudited condensed consolidated financial statements
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Sugarmade, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows For
The Six Months Ended December 31,2021 and 2020
(Unaudited)
For The Period Ended
December 31,
2021 2020
Cash flows from operating activities:
Net loss (4,452,203) (375,188)
Non-controlling interest (361,519) -
Adjustments to reconcile net loss to cash flows fromoperating activities:
Excess derivative expense 1,118,990 316,261
Loss on settlement - 80,000
Gain on loss of control of VIE - (313,928)
Return on EB5 Investment - 500,000
Amortization of debt discount 156,651 1,845,925
Stock based compensation 124,000 66,000
Change in fair value of derivative liability 65,073 (3,992,108)
Change in exercise of warrant (14,637) (70,389)
Depreciation 98,238 44,684
Amortization of intangible assets 2,016 700
Equity method investment loss 60,747 -
Unrealized loss on securities 857,979 -
Changes in assets and liabilities:
Accounts receivable (271.911) 122,971
Inventory (202,338) (83,253)
Prepayment, deposits and other receivables (2,495) (855,878)
Other payables (131,502) 404,993
Accounts payable and accrued liabilities 362,867 465,435
Customer deposits 150,915 137,313
Unearned revenue - 3,909
Right of use assets 118,795 119,483
Lease liability (121,983) (118,078)
Investment to Indigo Dye - (564,818)
Interest Payable 43,121 98,780
Net cash used in operating activities (2,399,196) (2,167,187)
Cash flows from investing activities:
Purchase of fixed assets (1,213,278) -
Net cash usedin investing activities (1,213,278) -
Cash flows from financing activities:
Proceeds fromshares issuance 430,680 -
Distributions of capital to noncontrolling minority - -
Loan receivable - (13,911)
Loan receivable - related parties - 38,044
Proceeds (Repayment) from(to) notes payable, net (110,120) -
Proceeds (Repayment) from(to) note payable - related parties, net (15,427) -
Proceeds fromadvanced shares issuance 500,000 -
Proceeds (Repayment) from(to) loans payable, net 949,546 271,929
Proceeds (Repayment) from(to) loans payable - related parties, net 524,226 540,281
Proceeds from convertible notes - 1,804,900
Repayment of convertible notes - (227,700)
Reduction of cash due to Indigo deconsolidation - (326,811)
Net cash provided by financing activities 2,278,905 2,086,732
Net decrease in cash (1,333,569) (80,454)
Cash paid during the period for:
Cash, beginning of period 1,396,944 441,004
Cash, end of period 63,375 $ 360,550

Cash paidinterest




Supplemental information —

Supplemental disclosure of non-cash financing activities —

Shares issued for conversion of convertible debt 535,269 1,594,338
Reduction in derivative liability due to conversion 769,071 2,336,779
Debt discount related to convertible debt - 2,010,717

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Sugarmade, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements
December 31,2021

1. Nature of Business

Sugarmade, Inc. (hereinafter referred to as "we”, "us” or "the/our Company”) was originally incorporated on June 5, 1986 in California as Lab, Inc., and later that month, on June 24,
1986 changed its name to Software Professionals, Inc. On May 21, 1996, the Company changed its name to Enlighten Software Solutions, Inc. On June 20, 2007, Enlighten Software
Solutions, Inc. was incorporated in Delaware for the purpose of merging with Enlighten Softwear Solutions, Inc. a California Corporation so as to affect a redomicile to Delaware.
On January 24, 2008, the Company changed its name to Diversified Opportunities, Inc. On May 9, 2011 we closed on a Share Exchange Agreement with Sugarmade, Inc., a
California corporation and on June 24, 2011 changed our name to Sugarmade, Inc.

On October 24, 2014 we acquired SWC Group, Inc., a California corporation doing business as, CarryOutSupplies.com (" Carry Out Supplies”). Today, our Company, Sugarmade,
Inc. operates much of its business activities through our subsidiaries, SWC Group, Inc., a California corporation ("SWC”), NUG Avenue, Inc., a California corporation ("NUG
Avenue”), and Lemon Glow Company, Inc., a California corporation ("Lemon Glow”). Sugarmade, Inc. was founded in 2010.

Shares of our common stock are quoted on the OTC Pink Open Market tier of OTC Markets, which is a quotation system for early-stage and developing companies. Our trading
symbolis "SGMD”. Our corporate website is www.sugarmade.com.

As ofthe date of'this filing, we are involved in several business sectors and business ventures:

Paper and paper-based products: The supply of consumable products to the quick-service restaurant sub-sector of the restaurant industry, and as an importer and distributor of
non-medical personal protection equipment to business and consumers, via our Carry Out Supplies subsidiary. Carry Out Supplies is a producer and wholesaler of custom printed
and generic supplies, servicing more than 2,000 quick-service restaurants. The primary products are plastic cold cups, paper coffee cups, yogurt cups, ice cream cups, cup lids, cup
sleeves, edible packaging, food containers, soup containers, plastic spoons, and similar products for this market sector. This subsidiary, which was formed in 2009, was recently
expanded to also offer non-medical personal protective equipment.

NUG Avenue, Inc. investment into licensed cannabis delivery in Los Angeles area markets. On February 8, 2021, we became a majority owner of NUG Avenue, Inc., a California
corporation ("NUGAvenue”), which operates a licensed and regulated cannabis delivery service out of Lynwood, California, serving the greater Los Angeles Metropolitan area
(the "Lynwood Operations”). The Company currently owns a majority stake of seventy percent (70%) of NUGAvenue’s Lynwood Operations and holds first rights of refusal on
NUG Avenue’s business expansion relative to the cannabis marketplace. By way of our capital injection made into NUG Avenue and via our 70% ownership position, we
consolidate and recognize 100% of the revenues and 70% of profits or loss generated by NUG Ave for its Lynwood Operations.

We believe our investment into NUGAvenue will allow us to expand our presence into the licensed and regulated cannabis marketplace. The California cannabis market continues
its rapid growth, with the Southern California sub-market representing the world’s largest single cannabis marketplace. According to the California Department of Tax and Fee
Administration, the most recently reported quarterly period posted a significant increase in cannabis tax compared to the year-ago period. Much of this growth was driven by
increased use of delivery services, as consumers are increasingly relying on home delivery for many goods, including cannabis.

Cannabis products delivery service and sales: As a joint owner in the Budcars licensed cannabis delivery service brand ("Budcars” or the "Budcars Brand”). Budcars operates a
licensed cannabis delivery service in the Sacramento, California area. In February 2020, the Company entered into an agreement with Indigo Dye Group Corp. ("Indigo”) to acquire
a 40% stake in the Budcars Brand and in the Sacramento delivery operations. Under the terms of the agreement with Indigo, Sugarmade acquired an option to purchase an
additional 30% interest in Budcars. Upon exercise of this option, the Company would acquire a controlling interest in Indigo. As of December 31, 2021, the option has not yet been
exercised and the Company’s stake in Budcars remained at 40%. The Company plans to open new locations via purchasing equity in other franchise brands to cover delivery for
the entire state of California. Therefore, the Company is not likely at this time to exercise its option to acquire the additional 30% interest in Indigo. In addition, the Company is no
longer involved in day-to-day operations of Indigo and going forward, the Company intends to pursue cannabis delivery independent of Indigo. As of October 1, 2020, the
Company ceased to have control over the day-to-day business of Indigo and it was deconsolidated and recorded as an investment in nonconsolidated affiliate at its $505,449
estimated fair value and changed to equity method of accounting. Pursuant to the terms of the Indigo agreement, if the Company determines, in its discretion not to continue to
make monthly payments, its 40% ownership interest in Indigo will be decreased according to the payment then made. As of December 31, 2020, the Company made $59,370
additional payments, and held approximately 32% of the ownership of Indigo. As of December 31, 2021, the Company recorded equity method investment in affiliates at $380,660,
net with $60,747 loss fromequity method investment.

Selected cannabis and hemp projects: On May 12, 2021, the Company entered into a Merger Agreement by and between Camaby Spot Bay Corp, a California corporation and a
wholly-owned subsidiary of the Company ("Merger Sub”), Lemon Glow Company, a California corporation, and (the "Lemon Glow”) and Ryan Santiago (the "Shareholder
Representative”), where the Merger Sub would merge with and into Lemon Glow, with Lemon Glow being the surviving corporation (the "Merger”). Thus, Lemon Glow was the
surviving entity, which was subsequently merged into the Company. The purpose of the transactions was to establish a licensed and permitted entity whereby Sugarmade would
cultivate, manufacture, and distribute cannabis to the California markets. At the time of the transactions, neither Lemon Glow, the Merger Sub, nor Sugarmade was permitted and
licensed for such activities.

On October 28, 2021, Lemon Glow Company obtained a conditional Use Permit (UP) number fromthe Community Development Department of the County of Lake, California, which
the Company believes is an important step towards the conditional Use Permit (UP) for commercial cannabis cultivation at its Property. The issuance of the Conditional Use Permit
(UP) number by the County of Lake allows the Company to proceed with the state cannabis cultivation license application, and potentially obtain certain applicable permits, such
as from the Department of Cannabis Control, Department of Food and Agriculture, Department of Pesticide Regulation, Department of Fish and Wildlife, The State Water
Resources Control Board, Board of Forestry and Fire Protection, Central Valley or North Coast Regional Water Quality Control Board, Department of Public Health, and Department
of Consumer Affairs, as may be required. The Company believes that obtaining the conditional Use Permit (UP) number by the County of Lake could lead towards full approval to
cultivate cannabis on up to thirty-two (32) acres out of the total six-hundred-forty (640) acres of the Property.

As of the date of this filing, Sugarmade is working diligently on conditions required by the County of Lake to allow the Company to cultivate cannabis. It is the Company’s
intention to begin such activities at the earliest time possible, assuming permits are ultimately issued. However, no such license or permits have yet been issued, and applications
are still pending.
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Sugarmade, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements
December 31,2021

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 the rules and regulations of the United States Securities and Exchange Commission (the "SEC”) for interim financial information and with the instructions
to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all the information and footnotes necessary for a comprehensive presentation of financial
position, results of operations, or cash flows. It is management’s opinion however, that all material adjustments (consisting of normal recurring adjustments) have been made which
are necessary for a fair financial statement presentation.

These interim condensed consolidated financial statements should be read in conjunction with our Company’s Annual Report on Form 10-K for the year ended June 30, 2021,
which contains our audited consolidated financial statements and notes thereto, together with the Management’s Discussion and Analysis of Financial Condition and Results of
Operation, for the fiscal year ended June 30, 2021. The interimresults for the period ended December 31, 2021 are not necessarily indicative of the results for the full fiscal year.

Principles of consolidation

The unaudited condensed consolidated financial statements include the accounts of our Company, its wholly-owned subsidiaries, SWC Group, Inc., a California corporation
("SWC”), Lemon Glow Company, Inc., a California corporation ("Lemon Glow”), and its majority owned subsidiary, NUG Avenue, Inc., a California corporation ("Nug Avenue”), as
well as Indigo Dye Group Corp., an equity investee. All significant intercompany transactions and balances have been eliminated in consolidation.

Going concern

The Company’s continuation as a going concem is dependent on its ability to generate sufficient cash flows from operations to meet its obligations, in which it has not been
successful, and/or obtaining additional financing fromits shareholders or other sources, as may be required.

Our unaudited condensed consolidated financial statements have been prepared assuming that we will continue as a going concern. Such assumption contemplates the realization
of assets and satisfaction of liabilities in the normal course of business. These unaudited condensed consolidated financial statements do not include any adjustments to reflect
the possible future effects on the recoverability and classification of assets or the amounts and classifications of liabilities that may result should the Company be unable to
continue as a going concern.

Management endeavors to increase revenue-generating operations. While the Company’s priority is on generating cash from operations, management also seek to raise additional
working capital through various financing sources, including the sale of the Company’s equity and/or debt securities, which may not be available on commercially reasonable
terms to our Company, or which may not be available at all. If such financing is not available on satisfactory terms, we may be unable to continue our business as desired and our
operating results will be adversely affected. In addition, any financing arrangement may have potentially adverse effects on us and/or our stockholders. Debt financing (if available
and undertaken) will increase expenses, must be repaid regardless of operating results and may involve restrictions limiting our operating flexibility. If we issue equity securities to
raise additional funds, the percentage ownership of our existing stockholders will be reduced, and the new equity securities may have rights, preferences or privileges senior to
those of the current holders of our common stock.

Business combinations

The Company applies the provisions of Financial Accounting Standards Board’s (the "FASB”) Accounting Standards Codification ("ASC”) 805, Business Combinations, in
accounting for its acquisitions. It requires the Company to recognize separately from goodwill the assets acquired and the Labilities assumed, at the acquisition date fair values.
Goodwill as of the acquisition date is measured as the excess of consideration transferred over the acquisition date fair values of the net assets acquired and the liabilities assumed.
The Company used third party valuation company to determine the assets acquired and liabilities assumed with the corresponding offset to goodwill.
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2. Summary of Significant Accounting Policies (continued)

Use of estimates

The preparation of financial statements in conformity with GAAP requires our management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ significantly fromthose estimates.

Revenue recognition

We recognize revenue in accordance with Financial Accounting Standards Board ("FASB”) Accounting Standards Codification ("ASC”) No. 606, Revenue Recognition.
Sugarmade applied a five-step approach in determining the amount and timing of revenue to be recognized: (1) identifying the contract with a customer, (2) identifying the
performance obligations in the contract, (3) determining the transaction price, (4) allocating the transaction price to the performance obligations in the contract and (5) recognizing
revenue when the performance obligation is satisfied.

Substantially all of the Company’s revenue is recognized at the time control of the products transfers to the customer.

Property, plant and equipment

Property and equipment is stated at the historical cost, less accumulated depreciation. Depreciation on property and equipment is provided using the straight-line method over the
estimated useful lives of the assets for both financial and income taxreporting purposes as follows:

Machinery and equipment 3-5 years
Fumiture and equipment 1-15 years
Vehicles 2-5 years



Leasehold improvements 5-30 years
Building 31.5 years
Production molding Syears

Expenditures for renewals and betterments are capitalized while repairs and maintenance costs are normally charged to the statement of operations in the year in which they are
incurred. In situations where it can be clearly demonstrated that the expenditure has resulted in an increase in the future economic benefits expected to be obtained fromthe use of
the asset, the expenditure is capitalized as an additional cost of the asset.

Upon sale or disposal of an asset, the historical cost and related accumulated depreciation or amortization of such asset were removed from their respective accounts and any gain
orloss is recorded in the statements of income.

The Company reviews the carrying value of property, plant, and equipment for impairment whenever events and circumstances indicate that the carrying value of an asset may not
be recoverable fromthe estimated future cash flows expected to result fromits use and eventual disposition. In cases where undiscounted expected future cash flows are less than
the carrying value, an impairment loss is recognized equal to an amount by which the carrying value exceeds the fair value of assets. The factors considered by management in
performing this assessment include current operating results, trends and prospects, the manner in which the property is used, and the effects of obsolescence, demand,
competition and other economic factors. Based on this assessment, no impairment expenses for property, plant, and equipment was recorded in operating expenses during the
three and sixmonths ended December 31, 2021 and 2020.
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2. Summary of Significant Accounting Policies (continued)
Impairment of Long-Lived Assets

Long-lived assets, which include property, plant and equipment and intangible assets, are reviewed for impairment whenever events or changes in circumstances indicate the
carrying amount of an asset may not be recoverable.

Recoverability of long-lived assets to be held and used is measured by comparing the carrying amount of an asset to the estimated undiscounted future cash flows expected to be
generated by the asset. If the carrying amount of an asset exceeds its estimated undiscounted future cash flows, an impairment charge is recognized by the amount by which the
carrying amount of the asset exceeds the fair value of the assets. Fair value is generally determined using the asset’s expected future discounted cash flows or market value, if
readily determinable. Based on its review, there was $0 and $43,800 impairment loss of'its long-lived assets as of December 31, 2021 and June 30, 2021, respectively.
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2. Summary of Significant Accounting Policies (continued)
Leases

In February 2016, the FASB established Topic 842, Leases, by issuing Accounting Standards Update ("ASU”) No. 2016-02, which requires lessees to recognize the rights and
obligations created by leases on the balance sheet and disclose key information about leasing arrangements. Topic 842 was subsequently amended by ASU No. 2018-11, Targeted
Improvements, ASU No. 2018-10, Codification Improvements to Topic 842, and ASU No. 2018-01, Land Easement Practical Expedient for Transition to Topic 842. The new standard
establishes a right-of-use model (ROU) that requires a lessee to recognize a ROU asset and lease liability on the balance sheet for all leases with a term longer than 12 months.
Leases will be classified as finance or operating, with classification affecting the pattern and classification of expense recognition in the statement of operations.

The new standard became effective April 1, 2019. A modified retrospective transition approach is required, applying the new standard to all leases existing at the date of initial
application. An entity may choose to use either (1) its effective date or (2) the beginning of the earliest comparative period presented in the financial statements as its date of initial
application. If an entity chooses the second option, the transition requirements for existing leases also apply to leases entered into between the date of initial application and the
effective date. The entity must also recast its comparative period financial statements and provide the disclosures required by the new standard for the comparative periods. The
Company adopted the new standard on July 1, 2019 using the modified retrospective transition approach as of the effective date of the initial application. The new standard
provides a number of optional practical expedients in transition. The Company elected the "package of practical expedients”, which permits entities not to reassess under the new
lease standard prior conclusions about lease identification, lease classification and initial direct costs. The Company does not expect to elect the use-of-hindsight or the practical
expedient pertaining to land easements.

The most significant effects of the adoption of the new standard relate to the recognition of new ROU assets and lease labilities on our balance sheet for office operating leases
and providing significant new disclosures about our leasing activities.

The new standard also provides practical expedients for an entity’s ongoing accounting. The Company has also elected the short-term leases recognition exemption for all leases
that qualify. This means that the Company will not recognize ROU assets or lease liabilities, and this includes not recognizing ROU assets and lease liabilities, for existing short-
term leases of those assets in transition. The Company also currently expects to elect the practical expedient to not separate lease and non-lease components for its leases. All
existing leases are reported under this rule.

Under ASC 840, leases were classified as either capital or operating, and the classification significantly impacted the effect the contract had on the company’s financial statements.
Capital lease classification resulted in a liability that was recorded on a company’s balance sheet, whereas operating leases did not impact the balance sheet.
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2. Summary of Significant Accounting Policies (continued)



Goodwill and Intangible Assets

Goodwill is the excess of the purchase price over the fair value of identifiable net assets acquired in business combinations accounted for under the acquisition method. Intangible
assets represent purchased intangible assets including developed technology and in-process research and development, technologies acquired or licensed from other companies,
customer relationships, non-compete covenants, backlog, and trademarks and tradenames. Purchased finite-lived intangible assets are capitalized and amortized over their
estimated useful lives. Technologies acquired or licensed from other companies, customer relationships, non-compete covenants, backlog, and trademarks and tradenames are
capitalized and amortized over the lesser of the terms of the agreement, or estimated useful life. We capitalize cannabis cultivation license acquired as part of a business
combination.

Stock based compensation

Stock based compensation cost to employees is measured at the date of grant, based on the calculated fair value of the stock-based award, and will be recognized as expense over
the employee’s requisite service period (generally the vesting period of the award). We estimate the fair value of employee stock options granted using the Binomial Option Pricing
Model. Key assumptions used to estimate the fair value of stock options will include the exercise price of the award, the fair value of our common stock on the date of grant, the
expected option term, the risk-free interest rate at the date of grant, the expected volatility and the expected annual dividend yield on our common stock. We use our company’s
own data among other information to estimate the expected price volatility and the expected forfeiture rate. Share-based compensation awards issued to non-employees for
services rendered are recorded at either the fair value of the services rendered or the fair value of the share-based payment, whichever is more readily determinable.

Loss per share

We calculate basic loss per share by dividing our net loss by the weighted average number of common shares outstanding for the period, without considering common stock
equivalents. Diluted loss per share is computed by dividing net loss by the weighted average number of common shares outstanding for the period and the weighted average
number of dilutive common stock equivalents, such as options and warrants. Options and warrants are only included in the calculation of diluted EPS when their effect is dilutive.
Fair value of financial instruments

ASC Topic 820 defines fair value, establishes a framework for measuring fair value, establishes a three-level valuation hierarchy for disclosure of fair value measurement and
enhances disclosure requirements for fair value measurements. The valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or liability as of the
measurement date. The three levels are defined as follows:

Level 1 - observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active markets.

Level 2 - include other inputs that are directly or indirectly observable in the marketplace.

Level 3 - unobservable inputs which are supported by little or no market activity.

The Company used Level 3 inputs for its valuation methodology for the derivative liabilities in determining the fair value using the Binomial option-pricing model for the three and
sixmonths ended December 31, 2021.
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2. Summary of Significant Accounting Policies (continued)
Income Taxes

The Company accounts for income taxes using the asset and lability approach that requires the recognition of deferred tax assets and liabilities for the expected future tax
consequences of events that have been recognized in the Company’s financial statements or tax returns. In estimating future tax consequences, the Company generally considers
all expected future events other than enactments of changes in the tax law. For deferred tax assets, management evaluates the probability of realizing the future benefits of such
assets. The Company establishes valuation allowances for its deferred tax assets when evidence suggests it is unlikely that the assets will be fully realized.

The Company recognizes the tax effects of an uncertain tax position only if it is more likely than not to be sustained based solely on its technical merits as of the reporting date and
then only in an amount more likely than not to be sustained upon review by the tax authorities. Income tax positions that previously failed to meet the more likely than not
threshold are recognized in the first subsequent financial reporting period in which that threshold is met. Previously recognized tax positions that no longer meet the more likely
than not threshold are derecognized in the first subsequent financial reporting period in which that threshold is no longer met. The Company classifies potential accrued interest
and penalties related to unrecognized tax benefits within the accompanying consolidated statements of operations and comprehensive income (loss) as income tax expense.

Derivative instruments

The fair value of derivative instruments is recorded and shown separately under current liabilities. Changes in the fair value of derivatives liability are recorded in the consolidated
statement of operations under non-operating income (expense).

Our Company evaluates all of its financial instruments to determine if such instruments are derivatives or contain features that qualify as embedded derivatives. For derivative
financial instruments that are accounted for as liabilities, the derivative instrument is initially recorded at its fair value and is then re-valued at each reporting date, with changes in
the fair value reported in the consolidated statements of operations. For stock-based derivative financial instruments, the Company uses a weighted average Binomial option-
pricing model to value the derivative instruments at inception and on subsequent valuation dates. The classification of derivative instruments, including whether such instruments
should be recorded as liabilities or as equity, is evaluated at the end of each reporting period. Derivative instrument liabilities are classified in the balance sheet as current or non-
current based on whether or not net-cash settlement of the derivative instrument could be required within 12 months of the balance sheet date.

Segment Reporting

FASB ASC Topic 280, "Segment Reporting”, requires use of the "management approach” model for segment reporting. The management approach model is based on the way a
company’s management organizes segments within the Company for making operating decisions and assessing performance. Reportable segments are based on products and
services, geography, legal structure, management structure, or any other manner in which management disaggregates a company.

The Company’s financial statements reflect that substantially all of its operations are conducted in two industry segments — (1) paper and paper-based products such as paper
cups, cup lids, food containers, etc., which accounts for approx. 39% of the Company’s revenues as of December 31, 2021; (2) Cannabis products delivery service and sales, which

accounts for approx. 61% of the Company’s total revenues as of December 31, 2021.

A reconciliation of the Company’s segment operating income and cost of goods sold to the Consolidated Statements of Operations for the three and six months ended December



31,2021 and 2020 is as follows:

Three months ended

December 31,2021 December 31,2020
Segment operating income
Paper and paper-based products $ 538,815 $ 300,652
Cannabis products delivery 697,010 -
Total operating income $ 1,235,825 $ 300,652

Three months ended

December 31,2021 December 31,2020
Segment cost of goods sold
Paper and paper-based products $ 461,873 $ 242,531
Cannabis products delivery = -
Total cost of goods sold $ 461,873 $ 242,531

Six months ended

December 31,2021 December 31,2020
Segment operating income
Paper and paper-based products $ 977,358 $ 875,623
Cannabis products delivery 1,427,248 1,571,356
Total operating income $ 2,404,606 $ 2,446,979

Six months ended

December 31,2021 December 31,2020
Segment cost of goods sold
Paper and paper-based products $ 848,812 $ 624,969
Cannabis products delivery - 647,460
Total cost of goods sold $ 848,812 $ 1,272,429

New accounting pronouncements

In December 2019, the FASB issued ASU 2019-12, "Simplifying the Accounting for Income Taxes”. The pronouncement simplifies the accounting for income taxes by removing
certain exceptions to the general principles in ASC Topic 740, "Income Taxes”. The pronouncement also improves consistent application of and simplifies GAAP for other areas of
Topic 740 by clarifying and amending existing guidance. ASU 2019-12 will be effective for us beginning in the first quarter of fiscal 2021, with early adoption permitted. The
adoption had no material impact on the consolidated financial statements in the year ended June 30, 2021 and period ended December 31, 2021.
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In January 2020, the FASB issued ASU No. 2020-01, Investments - Equity Securities (Topic 321), Investments - Equity Method and Joint Ventures (Topic 323), and Derivative and
Hedging (Topic 815), which clarifies the interaction of rules for equity securities, the equity method of accounting, and forward contracts and purchase options on certain types of
securities. The guidance clarifies how to account for the transition into and out of the equity method of accounting when considering observable transactions under the
measurement alternative. The ASU is effective for annual reporting periods beginning after December 15, 2020, including interimreporting periods within those annual periods, with
early adoption permitted. The Company have adopted this ASU on the consolidated financial statements in the year ended June 30, 2021. The adoption had no material impact on
the consolidated financial statements in the year ended June 30, 2021 and period ended December 31, 2021.

In August 2020, the FASB issued ASU 2020-06, "Debt — Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging — Contracts in Entitys Own
Equity (Subtopic 815 — 40)” ("ASU 2020-06”). ASU 2020-06 simplifies the accounting for certain financial instruments with characteristics of liabilities and equity, including
convertible instruments and contracts on an entity’s own equity. The ASU is part of the FASB’s simplification initiative, which aims to reduce unnecessary complexity in U.S.
GAAP. The ASU’s amendments are effective for fiscal years beginning after December 15, 2023, and interim periods within those fiscal years. The Company is currently evaluating
the impact of ASU 2020-06 on its financial statements.

On March 2021, the FASB issued Accounting Standards Update (ASU) 2021-03, " Intangibles—Goodwill and Other (Topic 350): Accounting Alternative for Evaluating
Triggering Events” (" ASU 2021-03”). The amendments in ASU 2021-03 provide private companies and not-for-profit (NFP) entities with an accounting alternative to perform the
goodwill impairment triggering event evaluation as required in FASB Accounting Standards Codification (FASB ASC) 350-20, Intangibles—Goodwill and Other—Goodwill, as of
the end of the reporting period, whether the reporting period is an interim or annual period. An entity that elects this alternative is not required to monitor for goodwill impairment
triggering events during the reporting period but, instead, should evaluate the facts and circumstances as of the end of each reporting period to determine whether a triggering
event exists and, if so, whether it is more likely than not that goodwill is impaired. The amendments in this ASU are effective on a prospective basis for fiscal years beginning after
December 15, 2019. Early adoption is permitted for both interim and annual financial statements that have not yet been issued as of March 30, 2021. The Company have adopted
this ASU on the consolidated financial statements in the year ended June 30, 2021. The adoption had no material impact on the consolidated financial statements in the year ended
June 30, 2021 and period ended December 31, 2021.

On April 2021, the FASB issued ASU 2021-04, " Earnings Per Share (Topic 260), Debt— Modifications and Extinguishments (Subtopic 470-50), Compensation—Stock
Compensation (Topic 718), and Derivatives and Hedging— Contracts in Entitys Own Equity (Subtopic 815-40): Issuers Accounting for Certain Modifications or Exchanges

of Freestanding Equity-Classified Written Call Options” ("ASU 2021-04”) to clarify the accounting by issuers for modifications or exchanges of equity-classified warrants. The
new ASU is available here and effective for all entities in fiscal years starting after December 15, 2021. Early adoption is permitted. The Company is currently evaluating the impact
of ASU 2021-04 on its financial statements.

On July 2021, the FASB issued ASU 2021-05, " Leases (Topic 842): Lessors—Certain Leases with Variable Lease Payments ", which upon adoption requires a lessor to classify a
lease with variable lease payments (that do not depend on a rate or index) as an operating lease on commencement date if classifying the lease as a sales-type or direct financing
lease would result in a selling loss. The amendments in this ASU are effective for all entities in fiscal years, and interim periods within those fiscal years, beginning after December
15, 2021. The adoption had no material impact on the consolidated financial statements for the period ended December 31, 2021.

On July 2021, the FASB issued ASU 2021-07, "Stock Compensation (Topic 718): Stock Compensation” ("ASU 2021-07”) fo address the concerns fromstakeholders about the cost



and complexity of determining the fair value of equity-classified share-based awards for private companies. It specifically permits private companies to use 409A valuations
prepared under US Treasury regulations to estimate the fair value of certain awards under ASC 718. The Update is effective for private companies in fiscal years starting after
December 15, 2021. Early adoption is permitted. The Company is currently evaluating the impact of ASU 2021-07 on its financial statements.

On August 2021, the FASB issued ASU 2021-08, " Business Combinations (Topic 805): Accounting for Contract Assets and Contract Liabilities from Contracts with Customers”
("ASU 2021-08”) to require an acquirer to recognize and measure contract assets and contract liabilities acquired in a business combination in accordance with revenue recognition
guidance as if the acquirer had originated the contract. That is, such acquired contracts will not be measured at fair value. ASU 2021-08 is effective for privately held companies
with fiscal years beginning after December 15, 2023, with early adoption permitted. The Company is currently evaluating the impact of ASU 2021-08 on its financial statements.
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3. Concentration
Customers

For the three months ended December 31, 2021 and 2020, our Company earned net revenues of $1,235,825 and $300,652 respectively. The vast majority of these revenues for the
period ending December 31, 2021 were derived from a large number of customers, whereas the vast majority of these revenues for the period ending December 31, 2020 were also
derived froma large number of customers.

For the six months ended December 31, 2021 and 2020, our Company earned net revenues of $2,404,606 and $2,446,979 respectively. The vast majority of these revenues for the
period ending December 31, 2021 were derived from a large number of customers, whereas the vast majority of these revenues for the period ending December 31, 2020 were also
derived froma large number of customers.

Suppliers

For the three months ended December 31, 2021, we purchased products for sale by the Company’s subsidiary from several contract manufacturers located in Asia and the U.S. A
substantial portion of the Company’s inventory was purchased fromtwo (2) suppliers which accounted over 10% of the total purchases. The two suppliers accounted for 74.45%
and 16.20%, respectively, of the Company’s total inventory purchase for the three months ended December 31, 2021.

For the six months ended December 31, 2021, we purchased products for sale by the Company’s subsidiary from several contract manufacturers located in Asia and the U.S. A
substantial portion of the Company’s inventory was purchased fromtwo (2) suppliers which accounted over 10% of the total purchases. The two suppliers accounted for 75.56%

and 18.76%, respectively, of the Company’s total inventory purchase for the sixmonths ended December 31, 2021.
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4. Noncontrolling Interest and Deconsolidation of VIE

Starting in fiscal year ended June 30, 2020, the Company had a variable interest entity, Indigo Dye Group, for accounting purposes. The Company owned approximately 29% of
Indigo’s outstanding equity and as of September 30, 2020, involved its day-to-day operations, which gave the Company the power to direct the activities of Indigo that most
significantly impact its economic performance. Accordingly, the Company recognized the carrying value of the non-controlling interest as a component of total shareholders’
equity, and the consolidated financial statements included the financial position and results of operations of Indigo as of and for the periods ended June 30, 2020 and September
30, 2020.

Starting on October 1, 2020, the Company planned to open new locations via purchasing equity in other Brand/Franchises to cover delivery for the entire California. Therefore, the
Company is not likely at this time to exercise its option to acquire the additional 30% interest in Indigo. In addition, the Company is no longer involved in day-to-day operations of
Indigo and going forward, the Company intends to pursue cannabis delivery independent from Indigo. As of October 1, 2020, the Company ceased to have control over the day-to-
day business of Indigo and it was deconsolidated and recorded as an investment in nonconsolidated affiliate at its $505,449 estimated fair value and changed to equity method of
accounting. Pursuant to the terms of the Indigo agreement, if the Company determines, in its discretion not to continue to make monthly payments, its 40% ownership interest in
Indigo will be decreased according to the payment then made. As of December 31, 2020, the Company made $59,370 in additional payments, and holds approximately 32% of the
ownership of Indigo. (See Note 6)

The net asset value of the Company’s variable interest in Indigo Dye Group was approximately $326,812 as of October 1, 2020, the date of deconsolidation. The value of the
Company’s variable interest on the date of deconsolidation was based on management’s estimate of the fair value of Indigo at that time. The Company concluded that the market
approach was the most appropriate method to determine the fair value of the entity on the date of deconsolidation, given that Indigo raised equity funding from third-party
investors around the same period (i.e., level 2 inputs). The Company recognized a gain on deconsolidation of approximately $313,928 with no related tax impact, which is included in
other income, net on the consolidated statement of operations. As the Company is not obligated to fund future losses of Indigo, the carrying amount is the Company’s maximum
risk of loss and accounted as equity method investment in affiliates in our consolidated financial statements as of and for the period ended September 30, 2021. As of December 31,
2021 and June 30, 2021, the Company recorded equity method investment in affiliates at $380,660 and $441,407, net with $60,747 and $123,412 loss from equity method investment,
respectively in each case.

-14-

Sugarmade, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements
December 31,2021

5. Legal Proceedings
From time to time and in the course of business, we may become involved in various legal proceedings seeking monetary damages and other relief. The amount of the ultimate

liability, if any, from such claims cannot be determined. As of December 31, 2021, there were no legal claims pending or threatened against the Company that, in the opinion of our
management would be likely to have a material adverse effect on our financial position, results of operations or cash flows. However, as of the date of this filing, we were involved



in the following legal proceedings.

®  On December 11, 2013, the Company was served with a complaint fromtwo convertible note holders and investors in the Company. On February 21, 2017, the Company signed
a settlement agreement with the plaintiffs in the matter of Hannan vs. Sugarmade. Under the terms of'the settlement agreement, the Company agreed to pay the plaintiffs
$227,000 to settle all claims against the Company, which included the payoff of two notes outstanding. The parties had estimated the value of the notes at approximately
$80,000. As of June 30, 2020, third parties had purchased two (2) notes of approximately $80,000. As of December 31, 2021, there remains a balance, plus accrued interest on the
$227,000 and on the $80,000 due under the notes.

There can be no assurances the ultimate liability relative to these lawsuits will not exceed what is outlined above.

6. Cash

Cash and cash equivalents consist of amounts held as bank deposits and highly liquid debt instruments purchased with an original maturity of three months or less.

From time to time, we may maintain bank balances in interest bearing accounts in excess of the $250,000 currently insured by the Federal Deposit Insurance Corporation for interest
bearing accounts (there is currently no insurance limit for deposits in noninterest bearing accounts). We have not experienced any losses with respect to cash. Management

believes our Company is not exposed to any significant credit risk with respect to its cash.

As of December 31, 2021 and June 30, 2021, the Company held cash in the amount of $63,375 and $1,396,944, included cash in hands in the amount of $50,919 and $2,026,
respectively.
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7. Accounts Receivable

Accounts receivable are carried at their estimated collectible amounts, net of any estimated allowances for doubtful accounts. We grant unsecured credit to our customer’s deemed
credit worthy. Ongoing credit evaluations are performed and potential credit losses estimated by management are charged to operations on a regular basis. At the time, any
particular account receivable is deemed uncollectible, the balance is charged to the allowance for doubtful accounts. The Company had accounts receivable, net of allowance, of
$707,509 and $435,598 as of December 31, 2021 and June 30, 2021, respectively; and allowance for doubtful accounts of $321,325 and $259,761 as of December 31, 2021 and June 30,
2021, respectively.

8. Loans Receivable

Loan receivables amounted $196,000 ($196,000 current and $0 noncurrent) and $196,000 ($0 current and $196,000 noncurrent) as of December 31, 2021 and June 30, 2021,
respectively. Loan receivables are mainly loan to Hempistry Inc. for business use due on July 31, 2022.

9. Inventory

Inventory consists of finished goods paper and paper-based products such as paper cups and food containers ready for sale and is stated at the lower of cost or market. We value
our inventory using the weighted average costing method. Our Company’s policy is to include as a part of inventory any freight incurred to ship the product from our contract
manufacturers to our warchouses. Outbound freights costs related to shipping costs to our customers are considered period costs and reflected in selling, general and
administrative expenses. We regularly review inventory and consider forecasts of future demand, market conditions and product obsolescence.

If the estimated realizable value of our inventory is less than cost, we make provisions in order to reduce its carrying value to its estimated market value. On a consolidated basis,
as of December 31, 2021 and June 30, 2021, the balance for the inventory totaled $643,920 and $441,582, respectively. $0 was reserved for obsolescent inventory for the period
ended December 31, 2021, and $0 were reserved for obsolescent inventory for the year ended June 30, 2021.
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10. Other Current Assets
As of December 31, 2021 and June 30, 2021, other current assets consisted of the following:

For the period ended

December 31, 2021 June 30, 2021
Prepaid Deposit $ 82,776 $ 113,988
Prepaid Inventory 52,583 —
Prepaid Expenses 47,270 35,590
Undeposited Funds 2,323 —
Other — 32,879
Total: $ 184,952 $ 182,457

11. Intangible Asset

On April 1, 2017, the Company entered into a distribution and intellectual property assignment agreement with Wagner Bartosch, Inc. ("Wagner”) for use of their Divider'™ used
in frozen desserts and other related uses. In lieu of cash payment under the agreement, the Company was obliged to issue common shares of the Company valued at $75,000 for
acquiring the use right of the distribution and intellectual property. The Company amortized this use right as intangible asset over ten years, and recorded $2,017 and $1,400
amortization expense for the period ended December 31, 2021 and June 30, 2021, respectively.

On May 17, 2021, the Company entered into an Agreement and Plan of Merger (the "Merger Agreement”) by and between Carnaby Spot Bay Corp, a California corporation and a
wholly owned subsidiary of the Company ("Merger Sub”), Lemon Glow Company, a California corporation (the "Lemon Glow”) and Ryan Santiago (the "Shareholder
Representative”), pursuant to which, upon the terms and subject to the conditions set forth in the Merger Agreement, Merger Sub would merge with and into Lemon Glow, with



Lemon Glow being the surviving corporation (the "Merger”). The Company valued the cannabis cultivation license from Lemon Glow at $10,648,378 with remaining economic life of
9years as of June 30, 2021. The intangible assets have not started to amortize as of December 31, 2021.

12. Goodwill

Goodwill arises fromthe acquisition method of accounting for business combinations and represents the excess of the purchase price over the fair value of the net assets and other
identifiable intangible assets acquired. The fair values of net tangible assets and intangible assets acquired are based upon preliminary valuations and the Company’s estimates
and assumptions are subject to change within the measurement period. There was $757,648 and $757,648 of goodwill recorded as of December 31, 2021 and June 30, 2021,
respectively.
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13. Property, Plant and Equipment, net

As of December 31, 2021 and June 30, 2021, property, plant and equipment consisted of the following:

Fixed Assets December 31, 2021 June 30, 2021
Office and equipment $ 820,149 $ 820,149
Motor vehicles 442,323 166,079
Land 2,554,767 1,922,376
Building 197,609 —
Leasehold Improvement 472,654 365,620
Total 4,487,502 3,274,224
Less: accumulated depreciation (623,122) (524,384)
Property, Plant and Equipment, net $ 3,864,380 $ 2,749,340

For the periods ended December 31, 2021 and June 30, 2021, depreciation expenses amounted to $98,238 and $105,982, respectively.

The Company reviews the carrying value of property and equipment for impairment whenever events and circumstances indicate that the carrying value of an asset may not be
recoverable fromthe estimated future cash flows expected to result fromits use and eventual disposition. In cases where undiscounted expected future cash flows are less than the
carrying value, an impairment loss is recognized equal to an amount by which the carrying value exceeds the fair value of assets. The factors considered by management in
performing this assessment include current operating results, trends and prospects, the manner in which the property is used, and the effects of obsolescence, demand,
competition and other economic factors. Based on this assessment, no impairment expenses for property, plant, and equipment was recorded in operating expenses during the
periods ended December 31, 2021 and June 30, 2021.

-18-

Sugarmade, Inc. and Subsidiary
Notes to Unaudited Condensed Consolidated Financial Statements
December 31,2021

14. Equity Method Inves tments in Affiliates

Investment to Indigo Dye Inc.

For the fiscal year ended June 30, 2020, the Company accounted for its investment in Indigo Dye Group as a variable interest entity. The Company owned approximately 29% of
Indigo’s outstanding equity and as of December 31, 2020, involved its day-to-day operations, which gave the Company the power to direct the activities of Indigo that most
significantly impact its economic performance. Accordingly, the Company recognized the carrying value of the non-controlling interest as a component of total shareholders’
equity, and the consolidated financial statements included the financial position and results of operations of Indigo as of and for the periods ended December 31, 2021 and June 30,
2021.

During quarter ended December 31, 2020, the Company began plans to open new locations via purchasing equity in other Brand/Franchises to cover delivery for the entire
California. Therefore, the Company is not likely at this time to exercise its option to acquire the additional 30% interest in Indigo. In addition, the Company is no longer involved in
day-to-day operations of Indigo and going forward, the Company intends to pursue cannabis delivery independent from Indigo. As of October 1, 2020, the Company ceased to
have control over the day-to-day business of Indigo and it was deconsolidated and recorded as an investment in nonconsolidated affiliate at its $564,819 estimated fair value and
changed to equity method of accounting. Pursuant to the terms ofthe Indigo agreement, if the Company determines, in its discretion not to continue to make monthly payments, its
40% ownership interest in Indigo will be decreased according to the payment then made. As of December 31, 2021, the Company did not receive any distributions nor dividends
from Indigo Dye. In addition, the Company impaired $43,800 of the investment as of December 31, 2020 due to lack of providing financial information from Indigo Dye Inc. As of
December 31, 2021, the Company still held approximately 32% of the ownership of Indigo Dye Group.

As of December 31, 2021, the Company recorded equity method investment in affiliates at $380,660, net with $60,747 loss fromequity method investment.

15. Unrealized Gain on Securities

In October 2019, the Company entered into a share exchange agreement (the "Share Exchange Agreement”) with iPower Inc., formerly known as BZRTH Inc. (the "Company”), a
Nevada corporation, pursuant to which, among other things, the Company agreed to buy 100% of the issued and outstanding capital stock of iPower Inc. in exchange for $870,000
in cash, $7,130,000 under a promissory note, up to 650,000 shares of Sugarmade’s common stock, and up to 3,500,000 shares of Sugarmade’s Series B preferred stock.

Due to certain disputes that arose between the parties with respect to certain terms and conditions contained in the Share Exchange Agreement, the parties entered into a
Rescission and Mutual Release Agreement on January 15, 2020 (the "Rescission Agreement”). Pursuant to the terms of the Rescission Agreement, iPower Inc. and its stockholders
returned the shares of Sugarmade common stock and preferred stock and issued to Sugarmade 102,248 (204,496 post forward split) shares of the Company’s common stock valued

at current market value of $1,451,922 as of June 30, 2021. The shares are free trading.

During the quarter ended December 31, 2021, the Company sold 150,199 shares of iPower Inc.’s common stock valued at market value of $464,711.



For the periods ended December 31, 2021 and June 30, 2021, the Company recorded unrealized (loss) gain on securities amounted $(862,692) and $1,451,922, respectively. For the
periods ended December 31, 2021 and June 30, 2021, the remaining value on securities amounted at current market value of $133,942 and $1,451,922, respectively.
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16. Accounts Payable and Accrued Liabilities

Accounts payable and accrued liabilities amounted $2,421,705 and $2,058,839 as of December 31, 2021 and June 30, 2021, respectively. Accounts payables are mainly payables to
vendors and accrued liabilities are mainly accrued interest of convertible notes payables and accrued contingent liabilities.

December 31,2021 June 30,2021
Accounts payable $ 1,857,720 $ 1,464,692
Accrued liabilities 305,127 310,528
Contingent liabilities 258,858 283,619
Total accounts payable and accrued liabilities: $ 2,421,705 $ 2,058,839

17. Other Payables

Other payables amounted $626,163 and $750,485 as of December 31, 2021 and June 30, 2021, respectively. Other payables are mainly credit card payables. As of December 31, 2021,
the Company had 8 credit cards, one American Express is a charge card with no limit and zero interest. The remaining 7 cards had total credit limit of $85,000, and APR from 11.24%
t0 29.99%. As of December 31, 2021 and June 30, 2021, the Company had credit cards interest expense of $3,839 and $8,961, respectively.

18. Customer Deposits

Customer deposits amounted $887,800 and $751,919 as of December 31, 2021 and June 30, 2021, respectively. Customer deposits are mainly advanced payments from customers.

19. Convertible Notes

As of December 31, 2021 and June 30, 2021, the balance owing on convertible notes, net of debt discount, with terms as described below was $1,363,698 and $1,439,116,
respectively.

Convertible notes issued prior to the year ended June 30,2021 were as follows:

Convertible note 1: On August 24, 2012, the Company entered into a convertible promissory note with an accredited investor for $25,000. The note has a termof six (6) months with
an interest rate of 10% and is convertible to common shares at a 25% discount of the average of 30 days prior to the conversion date. As of December 31, 2021, the note is in
default.

Convertible note 2: On September 18, 2012, the Company entered into a convertible promissory note with an accredited investor for $25,000. The note has a term of six (6) months
with an interest rate of 10% and is convertible to common shares at a 25% discount of the average of 30 days prior to the conversion date. As of December 31, 2021, the note is in

default.
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Convertible note 3: On December 21, 2012, the Company entered into a convertible promissory note with an accredited investor for $100,000. The note has a term of six (6) months
with an interest rate of 10% and is convertible to common shares at a 25% discount of the average of 30 days prior to the conversion date. As of December 31, 2021, the note is in
default.

Convertible note 4: On November 16, 2018, the Company entered into a convertible promissory note with an accredited investor for $40,000. The note has a termof one year with an
interest rate of 8% and is convertible to common shares at a fixed conversion price of $0.07. As of December 31, 2021, the note is in default.

Convertible note 5: On December 3, 2018, the Company entered into a convertible promissory note with an accredited investor for $35,000. The note has a term of one year with an
interest rate of 8% and is convertible to common shares at a fixed conversion price of $0.07. As of December 31, 2021, the note is in default.

Convertible note 6: On October 31, 2019, the Company entered a convertible promissory note with an accredited investor for a total amount of $139,301. The note is due 360 days
after issuance and bears interest at a rate of 8%. The conversion price for the note is $0.008 per share. On October 1, 2020, the Company entered an amendment to settlement note
to amend the conversion price at 60% of the lowest trading bid price in the 20 consecutive trading days immediately preceding to the conversion date. On November 10, 2021, the
original note with unpaid interest was assigned to an accredited investor (" Assignee”). See Convertible note 16 below.

Convertible note 7: On November 1, 2019, the Company entered a convertible promissory note with an accredited investor for a total amount of $100,000. The note is due 360 days
after issuance and bears interest at a rate of 8%. The conversion price for the note is $0.008 per share. On October 1, 2020, the Company entered an amendment to settlement note
to amend the conversion price at 60% of the lowest trading bid price in the 20 consecutive trading days immediately preceding to the conversion date. On November 10, 2021, the
original note with unpaid interest was assigned to an accredited investor (" Assignee”). See Convertible note 16 below.

Convertible note 8: On September 8, 2020, the Company entered a convertible promissory note with an accredited investor for a total amount of $110,000 (includes $10,000 OID).
The note is due 180 days after issuance and bears interest at a rate of 12%. The conversion price for the note is $0.01 per share. After the six-month anniversary of this note, the
conversion price shall be equal to the lower of the fixed price of $0.01 or 65% of the lowest trading price of the common stock for the 20 prior trading days including the day upon
which a conversion notice is received by the Company or its transfer agent. As of December 31, 2021, the note has been fully converted.

Convertible note 9: On September 10, 2020, the Company entered a convertible promissory note with an accredited investor for a total amount of $227,700 (includes $20,700 OID
and $7,000 legal expense). The note is due 360 days after issuance and bears interest at a rate of 8%. The conversion price for the note is 60% of the lowest trading bid for the 20
consecutive trading days prior to the conversion date. During the year ended June 30, 2021, the note holder converted $117,700 of the principal amount plus $7,352 accrued interest
expense into 90,167,551 shares of the Company’s common stock. As of December 31, 2021, the note has been fully converted.



Convertible note 10: On September 24, 2020, the Company entered a convertible promissory note with an accredited investor for a total amount of $212,300 (includes $19,300 OID).
The note is due 180 days after issuance and bears interest at a rate of 12%. The conversion price for the note is $0.01 per share. After the sixmonth anniversary of this note, the
conversion price shall be equal to the lower of the fixed price of $0.01 or 65% of the lowest trading price of the common stock for the 20 prior trading days including the day upon
which a conversion notice is received by the Company or its transfer agent. As of December 31, 2021, the note was in default. The Company recorded additional $63,690 principal
due to default breach occurred during the sixmonths ended December 31, 2021.

Convertible note 11: On October 8, 2020, the Company entered a convertible promissory note with an accredited investor for a total amount of $231,000 (includes $21,000 OID). The
note is due 180 days after issuance and bears interest at a rate of 12%. The conversion price for the note is $0.01 per share. After the six-month anniversary of this note, the
conversion price shall be equal to the lower of the fixed price of $0.01 or 65% of the lowest trading price of the common stock for the 20 prior trading days including the day upon
which a conversion notice is received by the Company or its transfer agent. As of December 31, 2021, the note was in default. The Company recorded additional $69,300 principal
due to default breach occurred during the sixmonths ended December 31, 2021.
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Convertible note 12: On October 13, 2020, the Company entered a convertible promissory note with an accredited investor for a total amount of $275,000 (includes $25,000 OID).
The note is due 180 days after issuance and bears interest at a rate of 12%. The conversion price for the note is $0.01 per share. After the sixmonth anniversary of this note, the
conversion price shall be equal to the lower of the fixed price of $0.01 or 65% of the lowest trading price of the common stock for the 20 prior trading days including the day upon
which a conversion notice is received by the Company or its transfer agent. As of December 31, 2021, the note was in default. The Company recorded additional $82,500 principal
due to default breach occurred during the sixmonths ended December 31, 2021.

Convertible note 13: On November 10, 2020, the Company entered a convertible promissory note with an accredited investor for a total amount of $58,300 (includes $5,300 OID).
The note is due 360 days after issuance and bears interest at a rate of 8%. The conversion price for the note is 60% of the lowest trading bid for the 20 consecutive trading days
prior to the conversion date. As of December 31, 2021, the note has been fully converted.

Convertible note 14: On February 8, 2021, the Company entered a convertible promissory note with an accredited investor for a total amount of $69,300 (includes $6,300 OID). The
note is due 360 days after issuance and bears interest at a rate of 8%. The conversion price for the note is 60% of the lowest trading bid for the 20 consecutive trading days prior to
the conversion date. As of December 31, 2021, the note has been fully converted.

Convertible note 15: On June 14, 2021, the Company issued a convertible promissory note with an accredited investor for a total amount of $300,000. The note is due in three years
and bear an interest rate of 1%. The conversion price for the note is the lesser of $0.0036 and 85% of the lesser of (i) 5 days VWAP on the trading day preceding the conversion
date, and (ii) the VWAP on the conversion date. "VWAP” means, for any date, the price determined by the first of the following clauses that applies: (a) if the Common Stock is
then listed or quoted on a Trading Market, the daily volume weighted average price of the Common Stock for such date (or the nearest preceding date) on the Trading Market on
which the Common Stock is then listed or quoted as reported by Bloomberg L.P. (based on a Trading Day from 9:30 a.m. (New York City time) to 4:02 p.m. (New York City time)), (b)
if OTCQB or OTCQX is not a Trading Market, the volume weighted average price of the Common Stock for such date (or the nearest preceding date) on OTCQB or OTCQX as
applicable, (c) if the Common Stock is not then listed or quoted for trading on OTCQB or OTCQX and if prices for the Common Stock are then reported in the "Pink Sheets”
published by OTC Markets, Inc. (or a similar organization or agency succeeding to its functions of reporting prices), the most recent bid price per share of the Common Stock so
reported, or (d) in all other cases, the fair market value of a share of Common Stock as determined by an independent appraiser selected in good faith by the Holders of a majority in
interest of the Debentures then outstanding and reasonably acceptable to the Company, the fees and expenses of which shall be paid by the Company.

Convertible note 16: On November 10, 2021, the Company entered into an assignment and assumption agreement with the assignor and assignee for two assigned convertible
notes in total face value of $277,903, which consists $239,300 of principal and $38,603 of unpaid interest. The new note is due 360 days after issuance and bears an interest rate of

10% per annum. The conversion price for the note is 60% of the lowest trading bid for the 20 consecutive trading days prior to the conversion date.

In connection with the convertible debt, debt discount balance as of December 31, 2021 and June 30, 2021 were $234,435 and $391,086, respectively, and were being amortized and
recorded as interest expenses over the term of the convertible debt.
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20. Derivative liabilities

The derivative liability is derived fromthe conversion features in note 19 and stock warrant in note 21 All were valued using the weighted-average Binomial option pricing model
using the assumptions detailed below. As of December 31, 2021 and June 30, 2021, the derivative liability was $2,222,310 and $2,217,361, respectively. The Company recorded
$65,073 loss and $3,992,108 gain from changes in derivative liability during the six months ended December 31, 2021 and December 31, 2020, respectively. The Binomial model with
the following assumption inputs:

June 30,2021
Annual Dividend Yield —
Expected Life (Years) 0.50-3.00
Risk-Free Interest Rate 0.01-0.46%
Expected Volatility 89-236%
December 31,2021

Annual Dividend Yield -
Expected Life (Years) 0.50-3.00
Risk-Free Interest Rate 0.05-0.53%
Expected Volatility 127-234%
Fair value of the derivative is summarized as below:

Beginning Balance, June 30, 2021 $ 2,217,361
Additions $ 708,948



Mark to Market $ 65,073

Cancellation of Derivative Liabilities Due to Cash Repayment $ —

Reclassification to APIC Due to Conversions $ (769,071)
Ending Balance, December 31, 2021 2,222310
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21. Stock warrants

On September 7, 2018, the Company entered into a settlement agreement with several investors to settle all disputes by issuing additional unrestricted shares. In connection with
the note each individual investor will also receive warrants equal to the number of the shares the investors own as of the effective date of the settlement agreement. The warrants
have a life of five years with an exercise price as of the date of exchange. The fair value of the warrants at the grant date was $56,730. As of December 31, 2021 and June 30, 2021,
the fair value of the warrant liability was $405 and $1,042, respectively.

On February 4, 2020, the Company entered into a warrant agreement with an accredited investor for up to 10,000,000 shares of common stock of the Company at an exercise price of
$0.008 per share, subject to adjustment. The warrants have a life of five years with an exercise price as of the date of exchange. The fair value of the warrants at the grant date was
$80,000. As of December 31, 2021 and June 30, 2021, the fair value of the warrant liability was $6,000 and $20,000, respectively.

As of December 31, 2021 and June 30, 2021, the total fair value of the warrant liability was $6,405 and $21,042, respectively.

22. Note payable

Note Payable Due to Bank

During October 2011, we entered into a revolving demand note (line of credit) arrangement with HSBC Bank USA, with a revolving borrowing limit of $150,000. The line of credit
bears a variable interest rate 0f 0.25% above the prime rate (5.5% as of December 20, 2018). In the event the deposit account is not established or minimum balance maintained,
HSBC can charge a higher rate of interest of up to 4.0% above prime rate. As of December 31, 2021 and June 30, 2021, the loan principal balance was $25,982 and $25,982,
respectively.

Notes Payable Due to Non-related Parties

On June 15, 2018, the Company entered into a promissory note with an accredited investor. The original principal amount was $20,000 and the note bears 8% interest per annum.
The note was payable upon demand. As of December 31, 2021 and June 30, 2021, this note had a balance of $20,000 and $20,000, with unpaid accrued interest expenses of $12,900
and $11,000, respectively.

On October 6, 2020, the Company entered into a promissory note with Darryl Kuecker, and Shirley Ann Hunt (the "Trustee”) for borrowing $ 1,390,000 with annual interest rate of
6% due in 30 years. Darryl Kuecker, Trustee of the 2002 Darry Keucker Revocable Trust as to an undivided 36% interest, and Shirley Ann Hunt, Trustee of the 2002 Shirley Ann
Hunt Revocable Trust as to an undivided 64% interest. Principal and interest shall be payable on monthly basis, in installments of $8,333.75, beginning on November 1, 2020 and
until September 1, 2050. Payments to be divided and made separately to each beneficiary per the beneficiary’s instruction: $3,000.15 to Darryl Kuecker, Trustee and $5,333.60 to
Shirley Hunt, Trustee. As of December 31, 2021 and June 30, 2021, the Company has an outstanding balance of $1,368,479 and $1,378,222, respectively. For the periods ended
December 31, 2021 and year ended June 30, 2021, the Company paid interest expense of $41,238 and $57,892, respectively.

On May 12, 2021, the Company entered into a promissory note with Lemon Glow Shareholders. The original principal amount was $3,976,000 and the note bears interest at the rate
0f 5% per year 36 monthly payments commencing on June 15, 2021. As of December 31, 2021 and June 30, 2021, the note had a remaining balance of $3,519,984 and $3,626,000,
respectively. As of December 31, 2021 and June 30, 2021, the note had accrued interest balance of $89,733 and $0, respectively.

On May 17, 2021, the Company entered into a note with Hyundai financing in total principal amount of $13,047. The monthly payment was $251 per month. As of December 31, 2021
and June 30, 2020, the note had an outstanding balance of $11,787 and $13,047, respectively.

Notes Payable Due to Related Parties

On January 23, 2013, the Company entered into a promissory note with a former employee of the Company. The original principal amount was $40,000 and the note bears no
interest. The note was payable upon demand. As of December 31, 2021 and June 30, 2021, this note had a balance of $0 and $15,427, respectively.
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23. Loans payable

On October 1, 2017, SGMD entered a straight promissory note with Greater Asia Technology Limited (Greater Asia) for borrowing $ 100,000 with maturity date on June 30, 2018; the
note bears an interest rate of 33.33%. As of December 31, 2021 and June 30, 2021, the note was in default and the outstanding balance under this note was $36,695 and $49,541,
respectively.

During the year ended June 30, 2019, the Company entered a series of short-termloan agreements with Greater Asia Technology Limited (Greater Asia) for borrowing $375,000, with
interest rate at 40% - 50% of the principal balance. As of December 31, 2021 and June 30, 2021, the outstanding balance with Greater Asia loans were $100,000 and $100,000,
respectively.

On June 6, 2019, SWC entered an equipment loan agreement with a bank with maturity on June 21, 2024. The monthly payment is $648. As of December 31, 2021 and June 30, 2021,
the outstanding balance under this loan were $15,701 and $19,506, respectively.

On July 28, 2020, we entered into a loan borrowed $159,900 from Bank of America ("Lender”), pursuant to a Promissory Note issued by Company to Lender (the "PPP Note™). The
loan was made pursuant to the Payroll Protection Program established as part of the Coronavirus Aid, Relief, and Economic Security Act (the "CARES Act”). The PPP Note bears
interest at 3.75% per annum and may be repaid at any time without penalty. Installment payments, including principal and interest, of $731 monthly, will begin 12 months from the



date of the promissory note and the balance of principal and interest will be payable 30 years from the date of the promissory note. The PPP Note contains customary events of
default relating to, among other things, payment defaults, breach of representations and warranties, or provisions of the promissory note. The occurrence of an event of default
may result in a claim for the immediate repayment of all amounts outstanding under the PPP Note. On July 27, 2021, the loan amount has been increased to $500,000 and the
monthly payment amount has been updated from $731 to $2,527.

On January 25, 2021, we entered into a loan borrowed $96,595 from Bank of America ("Lender”), pursuant to a Promissory Note issued by Company to Lender (the "PPP Note™).
The loan was made pursuant to the Payroll Protection Program established as part of the Coronavirus Aid, Relief, and Economic Security Act (the "CARES Act”). The PPP Note
bears interest at 1.00% per annum and may be repaid at any time without penalty. The PPP Note contains customary events of default relating to, among other things, payment
defaults, breach of representations and warranties, or provisions of the promissory note. The occurrence of an event of default may result in a claim for the immediate repayment of
all amounts outstanding under the PPP Note.

The Company accounting for the PPP loan under Topic 470: (a). Initially record the cash inflow from the PPP loan as a financial liability and would accrue interest in accordance
with the interest method under ASC Subtopic 835-30; (b). Not impute additional interest at a market rate; (c). Continue to record the proceeds fromthe loan as a liability until either
(1) the loan is partly or wholly forgiven and the debtor has been legally released or (2) the debtor pays off the loan; (d). Would reduce the Lability by the amount forgiven and
record a gain on extinguishment once the loan is partly or wholly forgiven and legal release is received.

As of December 31, 2021 and June 30, 2021, the total outstanding PPP loan balance was $606,495 and $256,495, respectively.

On November 20, 2020, the Company entered into a loan with the Business Backer for borrowing $215,760. The note bear an interest rate 0f 4% and due in 15 months. The weekly
instalment payment is $3,425. As of December 31, 2021 and June 30, 2021, the outstanding loan balance under this note was $29,166 and $109,925, respectively.

On February 15, 2021, the Company entered a loan with Manuel Rivera for borrowing $100,000 with maturity date on September 15, 2021; the note bears a monthly interest of $3,500
for 7 months. The Company shall pay the investor a fee of $70,000 within 45 days of its first harvest. As of December 31, 2021 and June 30, 2021, the outstanding loan balance
under this note was $100,000 and $100,000, respectively. As of December 31, 2021 and June 30, 2021, the unpaid interest expense under this note was $ 14,000 and $35,000,
respectively.

On March 24, 2021, the Company entered into auto loan agreement with John Deere Financial for an auto loan of $69,457 for 60 months at annual percentage rate 0of2.85%. As of
December 31, 2021 and June 30, 2021, the Company has an outstanding balance of $60,752 and $65,726, respectively.

On August 4, 2021, the Company entered into a loan with Coastline Lending Group of $490,000 which to be secured by a deed of trust on the real property at 5058 Valley Blvd, Los
Angeles, CA90032. The loan has an interest only payment of $3,471 per month with a term of 36 months. The loan bears an interest rate at 8.5% per annum with maturity date on

August 14,2024. As of December 31, 2021, the Company has an outstanding balance of $490,000.

On October 1, 2021, the Company entered into five auto loan agreements with Ally Auto to purchase five Ram Cargo Vans in total finance amount of $ 124,332 for 60 months at
annual percentage rate of 6.44%. The monthly payment is $418 per vehicle. As of December 31, 2021, the Company has an outstanding balance of $117,435.
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On October 5, 2021, the Company entered into an auto loan agreement with Hitachi Capital America Corp. to purchase one Ram Cargo Van in total finance amount of $32,464 for 60
months at annual percentage rate of 8.99%. The monthly payment is $587. As of December 31, 2021, the Company has an outstanding balance of $31,563.

On October 5, 2021, the Company entered into two auto loan agreements with Hitachi Capital America Corp. to purchase two Ram Cargo Vans in total finance amount of $ 64,730 for
60 months at annual percentage rate of 8.99%. The monthly payment is $674 per vehicle. As of December 31, 2021, the Company has an outstanding balance of $62,932.

As of December 31, 2021 and June 30, 2021, the Company had an outstanding loan balance of $1,650,739 (consists of $814,494 current portion and $836,245 noncurrent portion) and
$701,193 (consists of $392,605 current portion and $308,588 noncurrent portion), respectively.

24. Loans Payable — Related Parties

On January 23, 2013, SWC received a loan from an officer for $40,000. The amount of loan bears no interest. As of December 31, 2021 and June 30, 2021, the balance of loans
payable is $0 and $12,682, respectively.

On July 7, 2016, SWCreceived a loan froman officer. The amount of the loan bears no interest and amortized on a monthly basis over the life of the loan. As of December 31, 2021
and June 30, 2021, the balance of the loans payable were $80,592 and $49,447, respectively.

On November 21, 2016, SWC received a loan from an officer. The amount of the loan bears no interest and due in September 30, 2017. As of September 30, 2021. the note was in
default. As of December 31, 2021 and June 30, 2021, the balance of the loans payable were $0 and $83,275, respectively.

On September 1, 2017, the Company had related party transaction with LMK Capital LLC, a related party company owned by Jimmy Chan, the Company’s CEO. The amount of the
loan payable/receivable bears no interest and is due on demand. As of December 31, 2021 and June 30, 2021, the balance of the loan payable to LMK were $124,287 and $15,427,
respectively, and the balance of loan receivable were $0 and $0, respectively.

On May 25, 2021, Lemon Glow received a loan from an officer. The amount of the loan bears no interest and due on demand. As of December 31, 2021 and June 30, 2021, the
balance of the loans were $3,000 and $3,000, respectively.

On December 14, 2021, SWC received a loan from an officer. The amount of the loan bears no interest and due on June 14, 2022. As of December 31, 2021 and June 30, 2021, the
balance of the loan were $20,178 and $0, respectively.

As of December 31, 2021 and June 30, 2021, the Company had an outstanding balance of $228,057 and $163,831 owed to various related parties, respectively.

25. Shares to Be Issued

On April 19, 2018, the Company entered into a consulting agreement with TAAD, LLP. ("the Consultant”) to provide certain financial reporting preparation services. The Company
will grant the Consultant 5,000,000 shares of the Company’s stock per quarter as consulting fees. As of December 31, 2021 and June 30, 2021, 15,000,000 common shares for fiscal
year 2022 and 5,000,000 common shares for fiscal year 2021 have not been issued to the Consultant. As of December 31, 2021 and June 30, 2021, the Company had potential shares
to be issued in total amount of $46,500 and $27,500, respectively.

Starting July 1, 2021, Mr. Jimmy Chan, the Company’s CEO, receives an annual salary of $250,000 with 50,000,000 commons shares at the end of fiscal year 2022. In addition, upon
closing of each acquisition, Mr. Chan will receive 10% of the purchase price as a special bonus. As of December 31, 2021 and June 30, 2021, 37,500,000 common shares for fiscal



year 2022 and 50,000,000 common shares for fiscal year 2021 have not been issued to Mr. Chan. As of December 31, 2021 and June 30, 2021, the Company recorded potential shares
to be issued in total amount of $215,577 and $110,577, respectively.

As of December 31, 2021 and June 30, 2021, the Company had total potential shares to be issued to the consulting agreement of $262,077 and $138,077, respectively.
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26. Stockholder’s Equity
The Company is authorized to issue 10,000,000,000 shares of $.001 par value common stock and 10,000,000 shares of $.001 par value preferred stock. On April 22, 2020, the
Company filed an amendment to increase the total authorized shares to 10,010,000,000 — 10,000,000,000 of which are designated as common stock, par $0.001 per share and
10,000,000 of which are designated as preferred stock, par value $0.001 per share.
Share issuance during the three months ended September 30,2021
During the three months ended September 30, 2021, the Company issued 375,600,448 shares of common stock for debt conversions in a total amount of $385,266.

During the three months ended September 30, 2021, the Company issued 660,571,429 shares of common stock in exchange for the Lemon Glow acquisition for a total fair value of
$1,849,600.

During the three months ended September 30, 2021, the Company issued 2,000,000 shares of series B preferred stock in exchange for the Lemon Glow acquisition in total fair value
of $5,600,000.

Share issuance during the three months ended December 31,2021

During the three months ended December 31, 2021, the Company issued 214,285,714 shares of common stock for debt conversions in a total amount of $150,000.
During the three months ended December 31, 2021, the Company issued 369,999,999 shares of common stock for total cash of $444,000.

As of December 31, 2021 and June 30, 2021, the Company had 9,022,993,267 and 7,402,535,677 shares of its common stock issued and outstanding, respectively.
As of December 31, 2021 and June 30, 2021, the Company had 2,541,500 and 541,500 shares of'its series B preferred stock issued and outstanding, respectively.
As of December 31, 2021 and June 30, 2021, the Company had 1 and 1 share ofits series C preferred stock issued and outstanding, respectively.
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27. Commitments and contingencies

On February 23, 2018, the Company entered into lease agreement for a new office space as part of the plan to expand operation, the lease commenced on March 1, 2018. The term of

the lease is for five (5) years with 1 month free on the 15t year of the term. The monthly rent on the Ist year will be $11,770 with a 3% increase for each subsequent year. Total
commitment for the full termof the lease will be $737,367. As of the date of this filing, this property became the Company’s headquarters.

The Company’s warehouse along with ancillary office space is located at 20529 East Walnut Drive North, Diamond Bar, California, where we lease approximately 11,627 square feet
of combined space. The lease termis for five (5) years and two (2) months ending on April 30, 2025. The current monthly rental payment for the facility is $13,022.

On February 1, 2021, the Company entered into lease agreement with Magnolia Extracts, LLC dba Nug Ave-Lynwood, a California limited liability company for a certain regulatory
permit issued by the City of Lynwood authorizing commercial retailer non-storefront operations at 11118 Wright Road, Lynwood, CA 90262. The lease was set to commence on
February 1, 2021. The lease payment shall equal $10,000 per month and the lease term is on month-by-month basis. Parties have agreed that the first month’s rent payment shall
equal $7,000 and the Company owed the landlord a refundable security deposit of $20,000 within 10 days of the commencement date.

On June 3, 2021, the Company entered into lease agreement with William Chung, a related party of the Company for a 2021 Ford Transit Connect Van. The lease payment shall be
$926 monthly on a month to month basis. The Company shall have the option to end its lease with a 30-day advanced notice or convert to lease to purchase and car will be sold at
fair market value.

On June 3, 2021, the Company entered into lease agreement with William Chung, a related party of the Company for two 2021 Hyundai Accent. The lease payment shall be $612
monthly per vehicle on a month to month basis. The Company shall have the option to end its lease with a 30-day advanced notice or convert to lease to purchase and car will be
sold at fair market value.

On June 3, 2021, the Company entered into lease agreement with William Chung, a related party of the Company for a 2021 Hyundai Accent. The lease payment shall be $616
monthly on a month to month basis. The Company shall have the option to end its lease with a 30-day advanced notice or convert to lease to purchase and car will be sold at fair
market value.

Six Months Ended
December 31,2021
Lease Cost
Operating lease cost (included in general and administration in the Company’s unaudited condensed statement
of operations) $ 154,463
Other Information

Cash paid for amounts included in the measurement of lease liabilities for the three months ended December 31,



2021 $ 118,796
Remaining lease term— operating leases (in years) 2.25
Average discount rate — operating leases 10%
The supplemental balance sheet information related to leases for the periods are as follows:

Operating leases

Short-termright-of-use assets $ 255,734
Long-termright-of-use assets $ 355,129
Total operating lease assets $ 610,864
Short-term operating lease liabilities $ 256,579
Long-term operating lease labilities $ 385,108
Total operating lease liabilities $ 641,687
Maturities of the Company’s lease liabilities are as follows:
Operating
Period ending December 31,2021 Lease
2022 $ 309,770
2023 196,424
2024 175,026
2025 59,506
Total lease payments 740,726
Less: Imputed interest/present value discount (99,040)
Present value of lease liabilities $ 641,687
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28. Subsequent events

On January 1, 2022, the Company entered a convertible note with an accredited investor for a total amount of $450,000. The note is due January 1, 2025 and bears interest at a rate
0f 1%. The conversion price for the note is the lesser of (i) $0.001 and (ii) 85% of the lesser of (a) 5 days VWAP on the trading day preceding the conversion date, and (b) the
VWAP on the conversion date.

On January 5, 2022, the Company entered a convertible note with an accredited investor for a total amount of $485,000 (includes $48,500 OID). The note is due on January 5, 2023
and bears interest at a rate of 8%. The conversion price for the note is $0.0007 per share.

On January 6, 2022, Sugarmade, Inc. (the "Company”) entered into a Common Stock Purchase Agreement (the "Purchase Agreement”) with Dutchess Capital Growth Fund LP
("Dutchess”) providing for an equity financing facility (the "Equity Line”). The Purchase Agreement provides that upon the terms and subject to the conditions in the Purchase
Agreement, Dutchess is committed to purchase up to $10,000,000 of shares of the Company’s common stock over the 36-month term of the Purchase Agreement (the " Term”),
which Term commences immediately following the initial date of effectiveness of the Registration Statement referenced below (the "Total Commitment”).

Under the terms of the Purchase Agreement, Dutchess will not be obligated to purchase shares of common stock unless and until certain conditions are met, including but not
limited to a Registration Statement on Form S-1 (the "Registration Statement”) becoming effective which registers Dutchess’ resale of any common stock purchased by Dutchess
under the Equity Line. The Purchase Agreement obligates the Company to file the Registration Statement within 45 business days of January 6, 2022.

From time to time during the Term, the Company, in its sole discretion, may provide Dutchess with one or more drawdown notices (each, a " Drawdown Notice”), to purchase a
specified number of shares of common stock ("Drawdown Notice Shares”), subject to the limitations discussed below. The actual amount of proceeds the Company will receive
pursuant to each Drawdown Notice (the "Investment Amount”) is to be determined by multiplying the number of Drawdown Notice Shares by 93% of the lowest traded price of the
common stock during the five business days prior to the Closing Date. Closing Date shall mean the date that is eight business days after the Clearing Date. Clearing Date shall
mean the first business day that the Dutchess holds the Drawdown Notice Shares in its brokerage account and is eligible to trade the shares.

The maximum number of shares of common stock to be purchased pursuant to any single Drawdown Notice cannot exceed the lesser of (i) $250,000; (ii) 200% of the average daily
traded value of the Drawdown Notice Shares during the five days immediately preceding the Drawdown Notice date; or (iii) that number of shares that would cause Dutchess to
beneficially own 4.99% of the number of shares of the common stock outstanding immediately prior to the issuance of the Drawdown Notice Shares.

In order to deliver a Drawdown Notice and sell Drawdown Notice Shares to Dutchess, certain conditions set forth in the Purchase Agreement nmust be met, including: (a) the
representations and warranties of the Company shall be true and correct in all material respects as of the date of the Purchase Agreement and the applicable closing date; (b) since
the date of the Company’s most recent filing with the Securities and Exchange Commission (the "SEC”), no event that had or is reasonably likely to have a material adverse effect
has occurred; (c) the Company has no knowledge of an event it reasonably deems more likely than not to have the effect of causing the Registration Statement to be suspended or
otherwise ineffective within 15 days following the delivery of the Drawdown Notice; and (d) the Company shall have performed, satisfied and complied in all material respects its
obligations under the Purchase Agreement. Notwithstanding the forgoing, the Company shall not issue any Drawdown Notice Shares if the issuance of such shares would exceed
the aggregate number of shares of common stock which the Company may issue without breaching the Company’s obligations under the rules and regulations of the principal
market upon which the common stock trades, or if the issuance would violate such principal market’s shareholder approval requirements.

The Purchase Agreement contains customary representations, warranties, and covenants by, among, and for the benefit of the parties. Unless earlier terminated, the Purchase
Agreement will terminate automatically on the earlier to occur of: (i) the end of the 36-month Term; (i) the date that the Company sells and Dutchess purchases the Total
Commitment amount; (iii) the date that the Registration Statement is no longer effective; or (iv) the occurrence of certain specified insolvency or bankruptcy-related events. The
Company may terminate the Purchase Agreement at any time by written notice to Dutchess in the event of a material breach of the agreement by Dutchess.

The Purchase Agreement also provides for mutual cross-indemnification of the parties and their affiliates in the event that either party incurs losses, liabilities, obligations, claims,
damages, liabilities, costs, and expenses resulting from a breach of representations, warranties, covenants, or agreements under the Purchase Agreement; an untrue or misleading
statement or misleading omission in the Registration Statement or any preliminary or final prospectus pursuant thereto; or a violation or alleged violation of federal or state
securities laws and regulations.
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ITEM 2 — MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This discussion and analysis may include statements regarding our expectations with respect to our future performance, liquidity, and capital resources. Such statements, along
with any other non-historical statements in the discussion, are forward-looking. These forward-looking statements are subject to numerous risks and uncertainties, including, but
not limited to, factors listed in other documents we file with the Securities and Exchange Commission ("SEC”). We do not assume an obligation to update any forward- looking
statement. Our actual results may differ materially from those contained in or implied by any of the forward-looking statements in this Quarterly Report on Form 10-Q. See
"SPECIAL NOTE REGA RDING FORW ARD LOOKING STATEMENTS” above.

Overview

Sugarmade, Inc. (hereinafter referred to as "we”, "us” or "the/our Company”) was originally incorporated on June 5, 1986 in California as Lab, Inc., and later that month, on June 24,
1986 changed its name to Software Professionals, Inc. On May 21, 1996, the Company changed its name to Enlighten Software Solutions, Inc. On June 20, 2007, Enlighten Software
Solutions, Inc. was incorporated in Delaware for the purpose of merging with Enlighten Softwear Solutions, Inc. a California Corporation so as to affect a redomicile to Delaware.
On January 24, 2008, the Company changed its name to Diversified Opportunities, Inc. On May 9, 2011 we closed on a Share Exchange Agreement with Sugarmade, Inc., a
California corporation and on June 24, 2011 changed our name to Sugarmade, Inc.

Our Company, Sugarmade, Inc. operates much of its business activities through our subsidiaries, SWC Group, Inc., a California corporation ("SWC”), NUG Avenue, Inc., a
California corporation ("NUG Avenue”), and Lemon Glow Company, Inc., a California corporation ("Lemon Glow”). Sugarmade, Inc. was founded in 2010. In 2014, SWC, doing
business as Carry Out Supplies, was acquired by Sugarmade, Inc., creating the Company as it is today.

Shares of our common stock are quoted on the OTC Markets, which is a quotation system for early-stage and developing companies. Our trading symbol is "SGMD”. Our
corporate website is www.Sugarmade.com.

As ofthe date of'this filing, we are involved in several business sectors and business ventures:

Paper and paper-based products: Supplying consumable products to the quick-service restaurant sub-sector of the restaurant industry, and as an importing and distributing non-
medical personal protection equipment to business and consumers, via our Carry Out Supplies subsidiary. Carry Out Supplies is a producer and wholesaler of custom printed and
generic supplies, servicing more than 2,000 quick-service restaurants. The primary products are plastic cold cups, paper coffee cups, yogurt cups, ice cream cups, cup lids, cup
sleeves, edible packaging, food containers, soup containers, plastic spoons, and similar products for this market sector. This subsidiary, which was formed in 2009, was recently
expanded to also offer non-medical personal protective equipment.

NUG Avenue, Inc. investment into licensed cannabis delivery in Los Angeles area markets. During February 2021, we became a majority owner of NUGAvenue, Inc., a California
corporation ("NUG Avenue”), which operates a licensed and regulated cannabis delivery service out of Lynwood, California, serving the greater Los Angeles Metropolitan area
(the "Lynwood Operations”). The Company currently owns a majority stake of seventy percent (70%) of NUGAvenue’s Lynwood Operations and holds first rights of refusal on
NUG Avenue’s business expansion relative to the cannabis marketplace. By way of our capital injection made into NUG Avenue and by via our 70% ownership position, we
consolidate and recognize 100% of the revenues and 70% of profits or losses generated by NUG Ave for its Lynwood Operation.
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We believe our investment into NUGAvenue will allow us to expand our presence into the licensed and regulated cannabis marketplace. The California cannabis market continues
its rapid growth, with the Southern California sub-market representing the world’s largest single cannabis marketplace. According to the California Department of Tax and Fee
Administration, the most recently reported quarterly period posted a significant increase in cannabis tax compared to the year-ago period. Much of this growth was driven by
increased use of delivery services, as consumers are increasingly relying on home delivery for many goods, including cannabis.

Cannabis products delivery service and sales: As a joint owner in the Budcars licensed cannabis delivery service brand ("Budcars” or the "Budcars Brand”). Budcars operates a
licensed cannabis delivery service in the Sacramento, California area. During early 2020, the Company entered into an agreement with Indigo Dye Group ("Indigo”) to acquire a 40%
stake in the Budcars Brand and in the Sacramento delivery operations. Under the terms of the agreement with Indigo, Sugarmade acquired an option to purchase an additional 30%
interest in Budcars. Upon exercise of this option, the Company would acquire a controlling interest in Indigo. As of December 31, 2021, the option has not yet been exercised and
the Company’s stake in Budcars was at 40%.

Starting on October 1, 2020, the Company plans to open new locations via purchasing equity in other franchise brands to cover delivery for the entire California. Therefore, the
Company is not likely at this time to exercise its option to acquire the additional 30% interest in Indigo. In addition, the Company is no longer involved in day-to-day operations of
Indigo and going forward, the Company intends to pursue cannabis delivery independent of Indigo. As of October 1, 2020, the Company ceased to have control over the day-to-
day business of Indigo and it was deconsolidated and recorded as an investment in nonconsolidated affiliate at its $505,449 estimated fair value and changed to equity method of
accounting. Pursuant to the terms of the Indigo agreement, if the Company determines, in its discretion not to continue to make monthly payments, its 40% ownership interest in
Indigo will be decreased according to the payment then made. As of December 31, 2020, the Company made $59,370 additional payments, and hold approximately 32% of the
ownership of Indigo. As of December 31, 2021, the Company recorded equity method investment in affiliates at $380,660, net with $60,747 loss fromequity method investment.

Selected cannabis and hemp projects: On May 12, 2021, SugarMade, Inc. entered into an Agreement and Plan of Merger, as amended (the "Merger Agreement”) by and between
Lemon Glow Corporation, a California corporation ("Lemon Glow”), Camaby Spot Bay Corp, a California corporation and a wholly owned subsidiary of the Company ("Merger
Sub”), and Ryan Santiago (the "Shareholder Representative™), pursuant to which, on May 25, 2021 and upon the terms and subject to the conditions set forth in the Merger
Agreement, Merger Sub merged with and into Lemon Glow, with Lemon Glow being the surviving corporation (the "Merger”). As a result of the Merger, Lemon Glow became a
wholly-owned subsidiary of the Company. On October 28, 2021, the Company obtained a conditional Use Permit (UP) number from the Community Development Department of the
County of Lake, California, which the Company believes is an important step towards the conditional Use Permit (UP) for commercial cannabis cultivation at its Property.

COVID-19 Impact

Our business and operating results for 2021 and 2020 were impacted by the COVID-19 pandemic. However, we have seen improvement in our business, which we expect to
continue throughout fiscal year of 2022.
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Results of Operations
The following table sets forth the results of our operations for the three months ended December 31, 2021 and 2020.

For the three months ended



December 31,

2021 2020

Net Sales 1,235,825 300,652

Cost of Goods Sold: 461,873 242,531

Gross profit 773,952 58,121

Operating Expenses 1,958,871 634,704

Loss from Operations (1,184,919) (576,583)
Other non-operating Expense: (1,709,813) (1,077,700)
Equity Method Investment Loss (16,270) 2,114)
Less: net income attributable to the noncontrolling interest (54,163) —

Net Loss $ (2,856,834)  $ (1,656,397)
Revenues

For the three months ended December 31, 2021 and 2020, revenues were $1,235,825 and $300,652, respectively. The increase was primarily due to the sales increase in cannabis
delivery services.

Cost of goods sold

For the three months ended December 31, 2021 and 2020, costs of goods sold were $461,873 and $242,531, respectively. The increase was primarily due to the Company had more
sales fromit’s paper product business compared to prior year.

Gross profit

For the three months ended December 31, 2021 and 2020, gross profit was $773,952 and $58,121, respectively. The increase was primarily due to the high profit for the cannabis
delivery services.

Operating expenses

For the three months ended December 31, 2021 and 2020, operating expenses were $1,958,871 and $634,704, respectively. The increase was mainly due to the increase in advertising
and payroll expenses for the cannabis delivery services.

Other non-operating expense

The Company had total other non-operating expense of $1,709,813 and $1,077,700 for the three months ended December 31, 2021 and 2020, respectively. The increase in non-
operating expense is related to the accounting for the changes in fair value of derivative liabilities.

Net loss

Net loss totaled $2,856,834 for the three months ended December 31, 2021, compared to a net loss of $1,656,397 for the three-month period ended December 31, 2020. The increase
was mainly due to the accounting for the changes in derivative liabilities due to conversions.
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The following table sets forth the results of our operations for the sixmonths ended December 31, 2021 and 2020.

For the six months ended

December 31,
2021 2020

Net Sales 2,404,603 2,446,979
Cost of Goods Sold: 848,812 1,272,429
Gross profit 1,555,794 1,174,550
Operating Expenses 3,993,315 2,619,720
Loss from Operations (2,437,521) (1,445,170)
Other non-operating Expense: (2,315,454) 1,072,096
Equity Method Investment Loss (60,747) 2,114)
Less: net income attributable to the noncontrolling interest (361,519) —
Net Loss (4,452,203) (375,188)
Revenues

For the sixmonths ended December 31, 2021 and 2020, revenues were $2,404,603 and $2,446,979, respectively. The decrease was primarily due to the deconsolidation of Indigo Dye
for the cannabis delivery services.

Cost of goods sold

For the six months ended December 31, 2021 and 2020, costs of goods sold were $848,812 and $1,272,429, respectively. The decrease was primarily due to the deconsolidation of
Indigo Dye for the cannabis delivery services.

Gross profit

For the six months ended December 31, 2021 and 2020, gross profit was $1,555,794 and $1,174,550, respectively. The increase was primarily due to the growth of NUG cannabis
delivery services.

Operating expenses

For the six months ended December 31, 2021 and 2020, operating expenses were $3,993,315 and $2,619,720, respectively. The increase was primarily due to the advertising and
promotion expense of cannabis delivery services.



Other non-operating expense

The Company had total other non-operating expense of $2,315,453 and $1,072,096 income for the six months ended December 31, 2021 and 2020, respectively. The increase in non-
operating expense is related to the accounting for the changes in fair value of derivative liabilities.

Netloss

Net loss totaled $4,452,203 for the six months ended December 31, 2021, compared to a net loss of $375,188 for the six months ended December 31, 2020. The decrease was mainly
due to the accounting for the changes in derivative liabilities due to conversions.

Liquidity and Capital Resources

We have primarily financed our operations through the sale of unregistered equity and convertible notes payable. As of December 31, 2021, our Company had cash balance of
$63,375, current assets totaling $2,185,432 and total assets of $18,191,627. We had current and total liabilities totaling $9,811,412 and $15,986,793, respectively. As of December 31,
2021, stockholders’ equity totaled $2,204,843.
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The following is a summary of cash provided by or used in each of the indicated types of activities during the sixmonths ended December 31, 2021 and 2020:

2021 2020
Cash (used in) provided by:
Operating activities $ (2,399,196) $ (2,167,187)
Investing activities (1,213,278) -
Financing activities 2,278,905 2,086,732

Net cash used in operating activities was $2,399,196 for the six months ended December 31, 2021, and $2,167,187 for the six months ended December 31, 2020. The decrease was
attributable to the changes in accounts receivable, prepayments, and other payables.

Net cash used in investing activities was $1,213,278 for the sixmonths ended December 31, 2021, and $0 for the six months ended December 31, 2020. The increase was attributable
to purchase of new vehicles and land improvements.

Net cash provided by financing activities was $2,278,905 for the six months ended December 31, 2021 and $2,086,732 for the six months ended December 31, 2020. The increase in
cash inflow in 2021 was mainly due to proceeds from common stock issuance.

Our capital requirements going forward will consist of financing our operations until we are able to reach a level of revenues and gross margins adequate to equal or exceed our
ongoing operating expenses. Other than the notes payable discussed above, borrowings from our bank and the production credit facility with our suppliers, we do not have any
credit agreement or source of liquidity immediately available to us.

Given estimates of our Company’s future operating results and our credit arrangements with our suppliers, we are currently forecasting that we will need to secure additional
financing to obtain adequate financial resources to reach profitability. As of December 31, 2021, we estimate that the cash necessary to implement our current business plan for the
next twelve months is approximately $2,000,000.

Based on our need to raise additional funds to implement our business plans for the next twelve months, we have included a discussion conceming the presentation of our
financial statements on a going concern basis in the notes to our unaudited condensed consolidated financial statements and our independent public accountants have included a
similar discussion in their opinion on our financial statements through June 30, 2021. We will be required in the near future to issue debt or sell our Company’s equity securities in
order to raise additional cash, although there are no firmarrangements in place for any such financing at this time. We cannot provide any assurances as to whether we will be able
to secure the necessary financing, or the terms of any such financing transaction if one were to occur. The failure to secure such financing could severely curtail our plans for
future growth or in more severe scenarios, the continued operations of our Company.

Capital nditures

Our current plans do not call for our Company to expend significant amounts for capital expenditures for the foreseeable future beyond relatively insignificant expenditures for
office furniture and information technology related equipment as we add employees to our Company. We are however continually evaluating the production processes of our
third-party contract manufacturers to determine if there are investments we could make in their processes to achieve manufacturing improvements and significant cost savings.
Any such desired investments would require additional cash above our current forecast requirements.

Critical Accounting Policies Involving Management Estimates and Assumptions
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 the rules and regulations of the United States Securities and Exchange Commission (the "SEC”) for interim financial information and with the instructions
to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all the information and footnotes necessary for a comprehensive presentation of financial
position, results of operations, or cash flows. It is management’s opinion however, that all material adjustments (consisting of normal recurring adjustments) have been made which
are necessary for a fair financial statement presentation.
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These interimunaudited condensed consolidated financial statements should be read in conjunction with our Company’s Annual Report on Form 10-K for the year ended June 30,
2021, which contains our audited consolidated financial statements and notes thereto, together with the Management’s Discussion and Analysis of Financial Condition and
Results of Operation, for the fiscal year ended June 30, 2021. The interim results for the period ended December 31, 2021 are not necessarily indicative of the results for the full
fiscal year.

Principles of consolidation
The consolidated financial statements include the accounts of our Company, its wholly-owned subsidiaries, SWC Group, Inc., a California corporation ("SWC”), Lemon Glow

Company, Inc., a California corporation ("Lemon Glow”), and its majority owned subsidiary, NUG Avenue, Inc., a California corporation ("Nug Avenue”), and Indigo Dye Group
Corp., an investment in nonconsolidated affiliate (formerly a variable interest entity as of September 30, 2020). All significant intercompany transactions and balances have been



eliminated in consolidation.
Going concern

The Company’s continuation as a going concem is dependent on its ability to generate sufficient cash flows from operations to meet its obligations, in which it has not been
successful, and/or obtaining additional financing fromits shareholders or other sources, as may be required.

Our consolidated financial statements have been prepared assuming that we will continue as a going concermn. Such assumption contemplates the realization of assets and
satisfaction of labilities in the normal course of business. These consolidated financial statements do not include any adjustments to reflect the possible future effects on the
recoverability and classification of assets or the amounts and classifications of liabilities that may result should the Company be unable to continue as a going concern.

Management is endeavoring to increase revenue-generating operations. While priority is on generating cash from operations through the sale of the Company’s products,
management is also seeking to raise additional working capital through various financing sources, including the sale of the Company’s equity and/or debt securities, which may
not be available on commercially reasonable terms to our Company, or which may not be available at all. If such financing is not available on satisfactory terms, we may be unable
to continue our business as desired and our operating results will be adversely affected. In addition, any financing arrangement may have potentially adverse effects on us and/or
our stockholders. Debt financing (if available and undertaken) will increase expenses, must be repaid regardless of operating results and may involve restrictions limiting our
operating flexibility. If we issue equity securities to raise additional funds, the percentage ownership of our existing stockholders will be reduced, and the new equity securities may
have rights, preferences or privileges senior to those of the current holders of our common stock.

Business combinations

The Company applies the provisions of Financial Accounting Standards Board’s (the "FASB”) Accounting Standards Codification ("ASC”) 805, Business Combinations, in
accounting for its acquisitions. It requires the Company to recognize separately from goodwill the assets acquired and the Labilities assumed, at the acquisition date fair values.
Goodwill as of the acquisition date is measured as the excess of consideration transferred over the acquisition date fair values of the net assets acquired and the labilities assumed.
The Company used third party valuation company to determine the assets acquired and labilities assumed with the corresponding offset to goodwill.

Use of estimates

The preparation of financial statements in conformity with GAAP requires our management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ significantly fromthose estimates.

Revenue recognition

We recognize revenue in accordance with Financial Accounting Standards Board ("FASB”) Accounting Standards Codification ("ASC”) No. 606, Revenue Recognition.
Sugarmade applied a five-step approach in determining the amount and timing of revenue to be recognized: (1) identifying the contract with a customer, (2) identifying the
performance obligations in the contract, (3) determining the transaction price, (4) allocating the transaction price to the performance obligations in the contract and (5) recognizing
revenue when the performance obligation is satisfied.

Substantially all of the Company’s revenue is recognized at the time control of the products transfers to the customer.
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Property, plant and equipment

Property and equipment is stated at the historical cost, less accumulated depreciation. Depreciation on property and equipment is provided using the straight-line method over the
estimated useful lives of the assets for both financial and income taxreporting purposes as follows:

Machinery and equipment 3-5 years
Fumiture and equipment 1-15 years
Vehicles 2-5 years
Leasehold improvements 5-30 years
Building 31.5 years
Production molding S years

Expenditures for renewals and betterments are capitalized while repairs and maintenance costs are normally charged to the statement of operations in the year in which they are
incurred. In situations where it can be clearly demonstrated that the expenditure has resulted in an increase in the future economic benefits expected to be obtained fromthe use of
the asset, the expenditure is capitalized as an additional cost of the asset.

Upon sale or disposal of an asset, the historical cost and related accumulated depreciation or amortization of such asset were removed from their respective accounts and any gain
orloss is recorded in the statements of income.

The Company reviews the carrying value of property, plant, and equipment for impairment whenever events and circumstances indicate that the carrying value of an asset may not
be recoverable fromthe estimated future cash flows expected to result fromits use and eventual disposition. In cases where undiscounted expected future cash flows are less than
the carrying value, an impairment loss is recognized equal to an amount by which the carrying value exceeds the fair value of assets. The factors considered by management in
performing this assessment include current operating results, trends and prospects, the manner in which the property is used, and the effects of obsolescence, demand,
competition and other economic factors. Based on this assessment, no impairment expenses for property, plant, and equipment was recorded in operating expenses during the six
months ended December 31, 2021 and 2020.

Long-lived assets, which include property, plant and equipment and intangible assets, are reviewed for impairment whenever events or changes in circumstances indicate the
carrying amount of an asset may not be recoverable.

Recoverability of long-lived assets to be held and used is measured by comparing the carrying amount of an asset to the estimated undiscounted future cash flows expected to be
generated by the asset. If the carrying amount of an asset exceeds its estimated undiscounted future cash flows, an impairment charge is recognized by the amount by which the
carrying amount of the asset exceeds the fair value of the assets. Fair value is generally determined using the asset’s expected future discounted cash flows or market value, if
readily determinable. Based on its review, there was $0 and $43,800 impairment loss of its long-lived assets as of December 31, 2021 and June 30, 2021, respectively.

Leases
In February 2016, the FASB established Topic 842, Leases, by issuing Accounting Standards Update ("ASU”) No. 2016-02, which requires lessees to recognize the rights and

obligations created by leases on the balance sheet and disclose key information about leasing arrangements. Topic 842 was subsequently amended by ASU No. 2018-11, Targeted
Improvements, ASU No. 2018-10, Codification Improvements to Topic 842, and ASU No. 2018-01, Land Easement Practical Expedient for Transition to Topic 842. The new standard



establishes a right-of-use model (ROU) that requires a lessee to recognize a ROU asset and lease lability on the balance sheet for all leases with a term longer than 12 months.
Leases will be classified as finance or operating, with classification affecting the pattern and classification of expense recognition in the statement of operations.
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The new standard became effective April 1, 2019. A modified retrospective transition approach is required, applying the new standard to all leases existing at the date of initial
application. An entity may choose to use either (1) its effective date or (2) the beginning of the earliest comparative period presented in the financial statements as its date of initial
application. If an entity chooses the second option, the transition requirements for existing leases also apply to leases entered into between the date of initial application and the
effective date. The entity must also recast its comparative period financial statements and provide the disclosures required by the new standard for the comparative periods. The
Company adopted the new standard on July 1, 2019 using the modified retrospective transition approach as of the effective date of the initial application. The new standard
provides a number of optional practical expedients in transition. The Company elected the "package of practical expedients”, which permits entities not to reassess under the new
lease standard prior conclusions about lease identification, lease classification and initial direct costs. The Company does not expect to elect the use-of-hindsight or the practical
expedient pertaining to land easements.

The most significant effects of the adoption of the new standard relate to the recognition of new ROU assets and lease labilities on our balance sheet for office operating leases
and providing significant new disclosures about our leasing activities.

The new standard also provides practical expedients for an entity’s ongoing accounting. The Company has also elected the short-term leases recognition exemption for all leases
that qualify. This means that the Company will not recognize ROU assets or lease liabilities, and this includes not recognizing ROU assets and lease liabilities, for existing short-
term leases of those assets in transition. The Company also currently expects to elect the practical expedient to not separate lease and non-lease components for its leases. All
existing leases are reported under this rule.

Under ASC 840, leases were classified as either capital or operating, and the classification significantly impacted the effect the contract had on the company’s financial statements.
Capital lease classification resulted in a liability that was recorded on a company’s balance sheet, whereas operating leases did not impact the balance sheet.

Gooadwill and Intangible Assets

Goodwill is the excess of the purchase price over the fair value of identifiable net assets acquired in business combinations accounted for under the acquisition method. Intangible
assets represent purchased intangible assets including developed technology and in-process research and development, technologies acquired or licensed from other companies,
customer relationships, non-compete covenants, backlog, and trademarks and tradenames. Purchased finite-lived intangible assets are capitalized and amortized over their
estimated useful lives. Technologies acquired or licensed from other companies, customer relationships, non-compete covenants, backlog, and trademarks and tradenames are
capitalized and amortized over the lesser of the terms of the agreement, or estimated useful life. We capitalize cannabis cultivation license acquired as part of a business
combination.

Stock based compensation

Stock based compensation cost to employees is measured at the date of grant, based on the calculated fair value of the stock-based award, and will be recognized as expense over
the employee’s requisite service period (generally the vesting period of the award). We estimate the fair value of employee stock options granted using the Binomial Option Pricing
Model. Key assumptions used to estimate the fair value of stock options will include the exercise price of the award, the fair value of our common stock on the date of grant, the
expected option term, the risk-free interest rate at the date of grant, the expected volatility and the expected annual dividend yield on our common stock. We use our company’s
own data among other information to estimate the expected price volatility and the expected forfeiture rate. Share-based compensation awards issued to non-employees for
services rendered are recorded at either the fair value of the services rendered or the fair value of the share-based payment, whichever is more readily determinable.

Loss per share

We calculate basic loss per share by dividing our net loss by the weighted average number of common shares outstanding for the period, without considering common stock
equivalents. Diluted loss per share is computed by dividing net loss by the weighted average number of common shares outstanding for the period and the weighted average
number of dilutive common stock equivalents, such as options and warrants. Options and warrants are only included in the calculation of diluted loss per share when their effect is
dilutive.
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Fair value of financial instruments

ASC Topic 820 defines fair value, establishes a framework for measuring fair value, establishes a three-level valuation hierarchy for disclosure of fair value measurement and
enhances disclosure requirements for fair value measurements. The valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or liability as of the
measurement date. The three levels are defined as follows:

Level 1 — observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active markets.
Level 2 — include other inputs that are directly or indirectly observable in the marketplace.
Level 3 — unobservable inputs which are supported by little or no market activity.

The Company used Level 3 inputs for its valuation methodology for the derivative labilities in determining the fair value using the Binomial option-pricing model for the six months
ended December 31, 2021.

Derivative instruments

The fair value of derivative instruments is recorded and shown separately under current liabilities. Changes in the fair value of derivatives liability are recorded in the consolidated
statement of operations under non-operating income (expense).

Our Company evaluates all of its financial instruments to determine if such instruments are derivatives or contain features that qualify as embedded derivatives. For derivative
financial instruments that are accounted for as liabilities, the derivative instrument is initially recorded at its fair value and is then re-valued at each reporting date, with changes in
the fair value reported in the consolidated statements of operations. For stock-based derivative financial instruments, the Company uses a weighted average Binomial option-
pricing model to value the derivative instruments at inception and on subsequent valuation dates. The classification of derivative instruments, including whether such instruments
should be recorded as labilities or as equity, is evaluated at the end of each reporting period. Derivative instrument liabilities are classified in the balance sheet as current or non-
current based on whether or not net-cash settlement of the derivative instrument could be required within 12 months of the balance sheet date.

Segment Reporting

FASB ASC Topic 280, "Segment Reporting”, requires use of the "management approach” model for segment reporting. The management approach model is based on the way a
company’s management organizes segments within the Company for making operating decisions and assessing performance. Reportable segments are based on products and



services, geography, legal structure, management structure, or any other manner in which management disaggregates a company.

The Company’s financial statements reflect that substantially all of its operations are conducted in three industry segments — (1) paper and paper-based products such as paper
cups, cup lids, food containers, etc., which accounts approx 39% of the Company’s revenues; (2) Cannabis products delivery service and sales, which accounts approx. 61% of
the Company’s total revenues.

New accounting pronouncements

In December 2019, the FASB issued ASU 2019-12, "Simplifying the Accounting for ncome Taxes”. The pronouncement simplifies the accounting for income taxes by removing
certain exceptions to the general principles in ASC Topic 740, "Income Taxes”. The pronouncement also improves consistent application of and simplifies GAAP for other areas of
Topic 740 by clarifying and amending existing guidance. ASU 2019-12 will be effective for us beginning in the first quarter of fiscal 2021, with early adoption permitted. The
adoption had no material impact on the consolidated financial statements in the year ended June 30, 2021 and period ended December 31, 2021.

In January 2020, the FASB issued ASU No. 2020-01, Investments - Equity Securities (Topic 321), Investments - Equity Method and Joint Ventures (Topic 323), and Derivative and
Hedging (Topic 815), which clarifies the interaction of rules for equity securities, the equity method of accounting, and forward contracts and purchase options on certain types of
securities. The guidance clarifies how to account for the transition into and out of the equity method of accounting when considering observable transactions under the
measurement alternative. The ASU is effective for annual reporting periods beginning after December 15, 2020, including interimreporting periods within those annual periods, with
early adoption permitted. The Company have adopted this ASU on the consolidated financial statements in the year ended June 30, 2021. The adoption had no material impact on
the consolidated financial statements in the year ended June 30, 2021 and period ended December 31, 2021.

In August 2020, the FASB issued ASU 2020-06, "Debt — Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging — Contracts in Entitys Own
Equity (Subtopic 815 — 40) " ("ASU 2020-06). ASU 2020-06 simplifies the accounting for certain financial instruments with characteristics of liabilities and equity, including
convertible instruments and contracts on an entity’s own equity. The ASU is part of the FASB’s simplification initiative, which aims to reduce unnecessary complexity in U.S.
GAAP. The ASU’s amendments are effective for fiscal years beginning after December 15, 2023, and interim periods within those fiscal years. The Company is currently evaluating
the impact of ASU 2020-06 on its financial statements.
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On March 2021, the FASB issued Accounting Standards Update (ASU) 2021-03, " Intangibles—Goodwill and Other (Topic 350): Accounting Alternative for Evaluating
Triggering Events” (" ASU 2021-03”). The amendments in ASU 2021-03 provide private companies and not-for-profit (NFP) entities with an accounting alternative to perform the
goodwill impairment triggering event evaluation as required in FASB Accounting Standards Codification (FASB ASC) 350-20, Intangibles—Goodwill and Other—Goodwill, as of
the end of the reporting period, whether the reporting period is an interim or annual period. An entity that elects this alternative is not required to monitor for goodwill impairment
triggering events during the reporting period but, instead, should evaluate the facts and circumstances as of the end of each reporting period to determine whether a triggering
event exists and, if so, whether it is more likely than not that goodwill is impaired. The amendments in this ASU are effective on a prospective basis for fiscal years beginning after
December 15, 2019. Early adoption is permitted for both interim and annual financial statements that have not yet been issued as of March 30, 2021. The Company have adopted
this ASU on the consolidated financial statements in the year ended June 30, 2021. The adoption had no material impact on the consolidated financial statements in the year ended
June 30, 2021 and period ended December 31, 2021.

On April 2021 the FASB issued ASU 2021 -04, " Earnmgs Per Share (Tomc 260) Debt— Modzﬁcatlom and Extmgulshmentv (Subtomc 470 50) Compensatton—Stock

of Freestanding Equity-Classified Written Call Options” ("ASU 2021-04”) to clarify the accounting by issuers for modifications or exchanges of equity-classified warrants. The
new ASU is available here and effective for all entities in fiscal years starting after December 15, 2021. Early adoption is permitted. The Company is currently evaluating the impact
of ASU 2021-04 on its financial statements.

On July 2021, the FASB issued ASU 2021-05, " Leases (Topic 842): Lessors—Certain Leases with Variable Lease Payments ", which upon adoption requires a lessor to classify a
lease with variable lease payments (that do not depend on a rate or index) as an operating lease on commencement date if classifying the lease as a sales-type or direct financing
lease would result in a selling loss. The amendments in this ASU are effective for all entities in fiscal years, and interim periods within those fiscal years, beginning after December
15,2021. The adoption had no material impact on the consolidated financial statements for the period ended December 31, 2021.

On July 2021, the FASB issued ASU 2021-07, "Stock Compensation (Topic 718): Stock Compensation” ("ASU 2021-07”) to address the concerns fromstakeholders about the cost
and complexity of determining the fair value of equity-classified share-based awards for private companies. It specifically permits private companies to use 409A valuations
prepared under US Treasury regulations to estimate the fair value of certain awards under ASC 718. The Update is effective for private companies in fiscal years starting after
December 15, 2021. Early adoption is permitted. The Company is currently evaluating the impact of ASU 2021-07 on its financial statements.

On August 2021, the FASB issued ASU 2021-08, " Business Combinations (Topic 805): Accounting for Contract Assets and Contract Liabilities from Contracts with Customers”

("ASU 2021-08”) to require an acquirer to recognize and measure contract assets and contract liabilities acquired in a business combination in accordance with revenue recognition
guidance as if the acquirer had originated the contract. That is, such acquired contracts will not be measured at fair value. ASU 2021-08 is effective for privately held companies
with fiscal years beginning after December 15, 2023, with early adoption permitted. The Company is currently evaluating the impact of ASU 2021-08 on its financial statements.
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ITEM 3 — QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Not applicable.

ITEM 4 — CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to provide reasonable assurance that information required to be disclosed in our Exchange Act reports is
recorded, processed, summarized, and reported within the time periods specified in the Securities 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. In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well designed and
operated, can provide only reasonable, and not absolute, assurance of achieving the desired control objectives. In reaching a reasonable level of assurance, management
necessarily was required to apply its judgment in evaluating the cost benefit relationship of possible controls and procedures. Our disclosure controls and procedures are
designed to provide reasonable assurance of achieving their objectives.

As required by the SEC Rule 13a-15€ and Rule 15d-15(e), we carried out an evaluation, under the supervision of and with the participation of our management, including our Chief
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures as of the end of the period covered by this
report. Based on the foregoing, our Chief Executive Officer and Chief Financial Officer concluded that as of December 31, 2021, our disclosure controls and procedures were not
effective because the Company is relatively inexperienced with certain complexities within U.S. GAAP and SEC reporting.



We have taken, and are continuing to take, certain actions to remediate the material weakness related to our lack of U.S. GAAP experience. We plan to hire additional credentialed
professional staff and consulting professionals with greater knowledge and experience of U.S. GAAP and related regulatory requirements to oversee our financial reporting
process in order to ensure our compliance with U.S. GAAP and other relevant securities laws. In addition, we plan to provide additional training to our accounting personnel on
U.S. GAAP, and other regulatory requirements regarding the preparation of financial statements.

Notwithstanding the above identified material weakness, the Company’s management believes that its unaudited condensed consolidated financial statements included in this
report fairly present in all material respects the Company’s financial condition, results of operations and cash flows for the periods presented and that this report does not contain
any untrue statement of a material fact or omit to state a material fact necessary to make the statements, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report.

Changes in Internal Controls over Financial Reporting

There have not been any changes in our internal controls over financial reporting during the quarter ended December 31, 2021 that have materially affected, or are reasonably likely
to materially affect, our internal control over financial reporting.
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PART II: Other Information

ITEM 1 — LEGAL PROCEEDINGS
From time to time and in the course of business, we may become involved in various legal proceedings seeking monetary damages and other relief. The amount of the ultimate
Lability, if any, from such claims cannot be determined. Except as set forth below, as of December 31, 2021, there were no legal claims pending or threatened against the Company
that in the opinion of our management would be likely to have a material adverse effect on our financial position, results of operations or cash flows.
On December 11, 2013, the Company was served with a complaint from two convertible note holders and investors in the Company. On February 21, 2017, the Company signed a
settlement agreement with the plaintiffs in the matter of Hannan vs. Sugarmade. Under the terms of the settlement agreement, the Company agreed to pay the plaintiffs an
aggregate of $227,000 to settle all claims against the Company, which included the payoff of two notes outstanding. The parties estimated the value of the notes at approximately
$80,000. As of June 30, 2020, third parties had purchased two notes of approximately $80,000. As of December 31, 2021, there remains a balance, plus accrued interest on the
$258,858 and on the $80,000 due under the notes.
ITEM 1A - RISKFACTORS
Not required for smaller reporting companies.
ITEM 2 — UNREGISTERED SALES OF SECURITIES AND USE OF PROCEEDS
During the sixmonths ended December 31, 2021, the Company issued the following shares:

® 369,999,999 shares of common stock for cash of $444,000.

® 589,886,162 shares of common stock upon conversion of convertible notes of $535,266.

® 660,571,429 shares of common stock for Lemon Glow acquisition in total fair value of $1,849,600.
e 2,000,000 shares of series B preferred stock for Lemon Glow acquisition in total fair value of $5,600,000.
All of the aforementioned securities were issued pursuant to Section 4(a)(2) of the Securities Act of 1933, as amended, and Rule 506 thereunder.
During the sixmonths ended December 31, 2021, the Company’ Tier 2 Regulation A Offering has been completed and was fully subscribed:
e 3,000,000 shares of common stock were issued for a total fair value of $5,088,000.
ITEM 3 — DEFAULTS UPON SENIOR SECURITIES
Not applicable.
ITEM 4 — MINE SAFETY DISCLOSURES
Not applicable.
ITEM 5 — OTHER INFORMATION
None.
ITEM 6 — EXHIBITS

Exhibit No. Description
31.1* Certification of Chief Executive Officer and Principal Financial Officer pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302
ofthe Sarbanes-Oxley Act of 2002

32.1*%* Certification of Chief Executive Officer and Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act 0f 2002

101.INS* Inline XBRL Instance Document
101.SCH* Inline XBRL Taxonomy Extension Schema
101.CAL* Inline XBRL Taxonomy Extension Calculation Linkbase

101.DEF* Inline XBRL Taxonomy Extension Definition Linkbase



101.LAB* Inline XBRL Taxonomy Extension Label Linkbase
101.PRE* Inline XBRL Taxonomy Extension Presentation Linkbase
104 Cover Page Interactive Data File (embedded within the Inline XBRL document)

* Filed herewith.
**Furnished herewith.
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SIGNATURES

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

Sugarmade, Inc.
February 22, 2022 By: /s/Jimmy Chan
Jimmy Chan

Chief Executive Officer (principal executive officer, principal financial officer and
principal accounting officer)
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Exhibit 31.1

Certifications

I, Jimmy Chan, certify that:

)
@

(©)

@

@

(b)

©

@

®

@

I have reviewed this Quarterly Report Form 10-Q for the quarter ended December 31, 2021 of Sugarmade, Inc.;

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
ofthe circumstances under which such statements were made, not misleading with respect to the period covered by this report;

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;

The registrant’s other certifying officer(s) 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:

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;

Designed such internal control over financial reporting, or caused such intemal 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;

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

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

The registrant’s other certifying officer(s) 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):

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: February 22, 2022 /s/ Jimmy Chan
Jimmy Chan

Chief Executive Officer (Principal Executive Officer, and Principal Financial Officer)




Exhibit 32.1
CERTIFICATION
PURSUANT TO 18 US.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Form 10-Q report of Sugarmade, Inc. for the period ended December 31, 2021 as filed with the Securities and Exchange Commission on the date hereof and
pursuant to 18 U.S.C. 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act 0f 2002, I, Jimmy Chan, certify that:

(1) This report containing the financial statements 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 this period report fairly presents, in all material respects, the financial condition and results of operations of Sugarmade, Inc.
Date: February 22, 2022 /s/ Jimmy Chan

Jimmy Chan
Chief Executive Officer (Principal Executive Officer, and Principal Financial Officer)







