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PART I - FINANCIAL INFORMATION
 

ITEM 1. FINANCIAL STATEMENTS
 

UNIQUE LOGISTICS INTERNATIONAL, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

 
    August 31, 2024     May 31, 2024  
    (Unaudited)     (Audited)  
           
ASSETS              
Current Assets:              

Cash and cash equivalents   $ 3,520,910    $ 3,799,561 
Accounts receivable, net     61,208,381      38,601,255 
Contract assets     9,440,169      3,961,199 
Other current assets and prepaids     5,973,307      5,370,376 

Total current assets     80,142,767      51,732,391 
               
Property and equipment, net     697,780      659,701 
               
Other noncurrent assets:              

Goodwill     23,768,631      20,516,018 
Intangible assets, net     12,547,753      11,196,171 
Equity-method investments     3,973,365      3,457,449 
Operating lease right-of-use assets, net     8,296,928      9,019,914 
Deferred tax asset, net     1,659,830      4,307,486 
Other noncurrent assets     2,423,373      2,426,314 

Total other noncurrent assets     52,669,880      50,923,352 
Total assets   $ 133,510,427    $ 103,315,444 
               
LIABILITIES AND STOCKHOLDERS’ EQUITY              
Current Liabilities:              

Accounts payable   $ 33,750,804    $ 19,983,859 
Accrued expenses and current liabilities     8,520,080      6,471,835 
Accrued freight     11,337,212      4,054,220 
Revolving credit facility     22,788,539      13,125,031 
Current portion of notes payable     1,084,130      1,272,165 
Current portion of operating lease liability     2,318,315      2,588,817 

Total current liabilities     79,799,080      47,495,927 
               
Noncurrent liabilities              

Notes payable, net of current portion     10,679,028      10,727,835 
Notes payable to related parties     13,297,010      11,147,010 
Operating lease liability, net of current portion     6,450,163      6,902,171 
Derivative liabilities     5,572,000      5,669,000 
Other noncurrent liabilities     9,349,755      10,961,931 

Total noncurrent liabilities     45,347,956      45,407,947 
               
Total liabilities     125,147,036      92,903,874 
               
Commitments and contingencies (Note 6)            
               
Stockholders’ Equity:              
Preferred Stock, $0.001 par value: 5,000,000 shares authorized, 941,240 issued and outstanding as of August 31, 2024 and
May 31, 2024, respectively.            
               

Series A Convertible Preferred stock, $0.001 par value; 120,065 issued and outstanding as of August 31, 2024 and May
31, 2024, respectively. Liquidation preference $120 at August 31, 2024     120      120 
Series B Convertible Preferred stock, $0.001 par value; 820,800 issued and outstanding as of August 31, 2024 and May
31, 2024, respectively. Liquidation preference of $821 at August 31, 2024     821      821 
Series C Convertible Preferred stock, $0.001 par value; 195, issued and outstanding as of August 31, 2024 and May 31,
2024, respectively. Liquidation preference $3.3 million at August 31, 2024     -      - 
Series D Convertible Preferred stock, $0.001 par value; 180 issued and outstanding as of August 31, 2024 and May 31,
2024, respectively. Liquidation preference $3.1 million at August 31, 2024     -      - 

               
Common stock, $0.001 par value; 800,000,000 shares authorized; 799,141,770 shares issued and outstanding as of August
31, 2024 and May 31, 2024, respectively.     799,142      799,142 
Additional paid-in capital     180,220      180,220 
Accumulated other comprehensive income     1,206      (161,543)
Retained earnings     3,845,292      5,952,906 
Total Stockholders’ Equity attributable to common shareholder     4,826,801      6,771,666 
Equity attributable to noncontrolling interests     3,536,590      3,639,904 
Total Stockholders’ Equity     8,363,391      10,411,570 
Total Liabilities and Stockholders’ Equity   $ 133,510,427    $ 103,315,444 

 
See notes accompanying condensed consolidated financial statements.

 
F-1



 
 

UNIQUE LOGISTICS INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATION

(Unaudited)
 

   

For the Three
Months Ended
August 31, 2024    

For the Three
Months Ended
August 31, 2023  

Revenues:              
Airfreight services   $ 47,248,102    $ 19,147,970 
Ocean freight and ocean services     57,064,403      30,728,501 
Contract logistics     975,579      572,712 
Customs brokerage and other services     9,910,153      12,419,101 

Total revenues     115,198,237      62,868,284 
               
Equity method earnings     465,856      175,696 
               
Costs and operating expenses:              

Airfreight services     44,845,501      17,892,433 
Ocean freight and ocean services     51,117,718      25,819,755 
Contract logistics     255,558      168,158 
Customs brokerage and other services     8,506,125      10,748,897 
Salaries and related costs     5,218,613      6,016,892 
Professional fees     1,055,949      807,893 
Rent and occupancy     1,362,424      1,096,565 
Selling and promotion     576,144      714,971 
Depreciation and amortization     467,626      699,400 
Foreign exchange (gains) and losses     (28,237)     (194,186)
Other expense     639,722      666,165 

Total costs and operating expenses     114,017,143      64,436,943 
               
Income (loss) from operations     1,646,950      (1,392,963)
               
Other income (expenses)              

Interest expense     (2,018,622)     (1,390,208)
Change in fair value of derivative liabilities     1,613,621      (21,788)

Total other income (expenses)     (405,001)     (1,411,996)
               
Net income (loss) before income taxes     1,241,949      (2,804,959)
               
Income tax expense (benefit)     3,349,563      (493,831)
               
Net loss     (2,107,614)     (2,311,128)
               
Noncontrolling interest     (103,314)     80,477 
               
Net loss attributable to for common shareholders   $ (2,210,928)   $ (2,230,651)
               
Net loss attributable to common shareholders per common share              
– basic and dilited   $ (0.00)   $ (0.00)
               
Weighted average common shares outstanding              
– basic     799,141,770      799,141,770 
– diluted     799,141,770      799,141,770 

 
See notes to accompanying condensed consolidated financial statements.
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UNIQUE LOGISTICS INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(unaudited)
 

   

For the Three
Months Ended
August 31, 2024    

For the Three
Months Ended
August 31, 2023  

Net Loss   $ (2,107,614)   $ (2,311,128)
Other comprehensive income, net of tax:              

Foreign currency translation gain     162,749      3 
Other comprehensive loss     (1,944,865)     (2,311,125)

Net loss (gain) attributable to noncontrolling interest     (103,314)     80,477 
Comprehensive loss attributable to common shareholder   $ (2,048,179)   $ (2,230,648)

 
See notes to accompanying condensed consolidated financial statements.
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UNIQUE LOGISTICS INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY

(unaudited)
 

For the Three Months Ended August 31, 2024
 

   

Series A
Preferred

Stock   

Series B
Preferred

Stock   

Series C
Preferred

Stock   

Series D
Preferred

Stock   
Common

Stock   
Additional

Paid in   
Accumulated

Comprehensive    Retained    

Total
Stockholders’

equity
attributable
 to common    

Non-
Controlling  

Total
Stockholders 

    Shares   Amount   Shares   Amount  Shares  Amount  Shares  Amount   Shares    Amount    capital    income    earning    stockholder    Interest    Equity  
Balance, June
1, 2024   120,065  $ 120   820,800  $ 821    195  $     180  $    799,141,770  $799,142  $ 180,220  $ (161,543) $ 5,952,906  $ 6,771,666  $ 3,639,904  $ 10,411,570 
                                                                                      
Other
comprehensive
income (loss),
net of tax    -    -    -    -    -    -    -    -    -    -    -    162,749    -     162,749    -     162,749 
                                                                                      
Net loss    -    -    -    -    -    -    -    -    -    -    -    -     (2,107,614)   (2,107,614)   (103,314)   (2,210,928)
                                                                                      
Balance,
August 31,
2024   120,065  $ 120   820,800  $ 821    195  $     180  $    799,141,770  $799,142  $ 180,220  $ 1,206  $ 3,845,292  $ 4,826,801  $ 3,536,590  $ 8,363,391 

 
For the Three Months Ended August 31, 2023

 

   

Series A
Preferred

Stock   

Series B
Preferred

Stock   

Series C
Preferred

Stock   

Series D
Preferred

Stock   
Common

Stock   
Additional

Paid in   
Accumulated

Comprehensive   Retained    

Total
Stockholders’

equity
attributable
to common    

Non-
Controlling  

Total
Stockholders 

    Shares   Amount   Shares   Amount  Shares  Amount  Shares  Amount   Shares    Amount    capital    income    earning    stockholder    Interest    Equity  
Balance, June
1, 2023   120,065  $ 120   820,800  $ 821    195  $ -    180  $ -   799,141,770  $799,142  $ 180,220  $ 3,258  $13,066,109  $ 14,049,670  $ 3,545,963  $ 17,595,633 
                                                                                     
Other
comprehensive
income (loss),
net of tax    -    -    -    -    -    -    -    -    -    -    -    1    -     1    -     1 
                                                                                     
Net loss    -    -    -    -    -    -    -    -    -    -    -    -    (2,230,651)   (2,230,651)   (80,477)   (2,311,128)
                                                                                     
Balance,
August 31,
2023   120,065  $ 120   820,800  $ 821    195  $ -    180  $ -   799,141,770  $799,142  $ 180,220  $ 3,259  $10,835,458  $ 11,819,020  $ 3,465,486  $ 15,284,506 

 
See notes to accompanying condensed consolidated financial statements.
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UNIQUE LOGISTICS INTERNATIONAL, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
 

   
For the Three Months Ended

August 31, 2024    
For the Three Months Ended

August 31, 2023  
CASH FLOWS FROM OPERATING ACTIVITIES:              
Net loss   $ (2,107,614)   $ (2,311,128)
Adjustments to reconcile net income to net cash used in operating activities:              

Depreciation and amortization     467,627      497,450 
Amortization of the right of use assets     734,256      201,950 
Equity method investment income     (465,856)     (175,696)
Change in net deferred tax provision     2,647,656     187,824 
Change in fair value of derivative liabilities     (97,000)     21,788 
Change in fair value of warrants     (1,516,621)     - 

Changes in operating assets and liabilities:              
Accounts receivable     (19,166,940)     (9,382,076)
Contract assets     (5,177,435)     268,668 
Prepaid expenses and current assets     (547,013)     1,975,196 
Deposits and other noncurrent assets     2,941      (497,125)
Accounts payable     7,256,651      1,906,315 
Accrued expenses and other current liabilities     1,678,088      (761,074)
Accrued freight     6,782,042      (1,119,311)
Operating lease liability     (733,780)     (118,379)

Net Cash Used in Operating Activities     (10,242,998)     (9,305,598)
CASH FLOWS FROM INVESTING ACTIVITIES:              
Purchase of property and equipment     (125,365)     (87,658)
Cash acquired in connection with acquisition of business interest     500,297      - 

Net Cash Provided by (Used in) Investing Activities     374,932      (87,658)
CASH FLOWS FROM FINANCING ACTIVITIES:              
Borrowing on notes payable     -     5,497,983 
Repayment of notes payable     (236,842)     - 
Repayment of debt due to related parties     -      (4,250,001)
Deferred offering costs     -      (485,973)
Revolving credit facility, net     9,663,508      5,257,188 

Net Cash Provided by Financing Activities     9,426,666      6,019,197
               
Effect of exchange rate on cash and equivalents     162,749      3 
               
Net change in cash and cash equivalents     (278,651)     (3,374,056)
               
Cash and cash equivalents - Beginning of period     3,799,561      6,744,238 
Cash and cash equivalents - End of period   $ $3,520,910    $ 3,370,182 
SUPPLEMENTARY CASH FLOW INFORMATION:              
Cash Paid During the period for:              
Income taxes   $ -    $ 280,321 
Interest   $ 1,252,614    $ 1,351,972 
SUPPLEMENTARY DISCLOSURE OF NON-CASH INVESTING AND FINANCING ACTIVITIES:              
Operating lease asset and liability additions   $ 11,270    $ - 
Promissory notes issued in connection with acquisition of business interest (Note 2) at fair value   $ 2,169,652    $ - 
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UNIQUE LOGISTICS INTERNATIONAL, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

August 31, 2024
 

1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Nature of Business
 
Unique Logistics International, Inc. and its subsidiaries (the “Company” or “Unique”) is a non-asset-based provider of global logistics and freight forwarding services operating through a worldwide
network of offices and exclusive or non-exclusive agents. The Company’s customers include retailers and wholesalers, electronics, high technology, industrial and manufacturing companies around the
world. The Company provides a range of international logistics services that enable its customers to outsource sections of their supply chain process. This range of services can be categorized as follows:
 
  ● Air Freight
  ● Ocean Freight
  ● Customs Brokerage and Compliance
  ● Warehousing and Distribution
  ● Order Management
 
Basis of Presentation
 
These condensed consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United States of America (“GAAP”) and include all accounts of the
Company and its majority owned subsidiaries stated in U.S. dollars, the Company’s functional currency. For subsidiaries operating outside the U.S., the financial information will be accounted for on a one-
month lag. Substantially all unremitted earnings of international subsidiaries are free of legal and contractual restrictions. All intercompany transactions and balances have been eliminated in the condensed
consolidated financial statements.
 
The unaudited interim financial information furnished herein reflects all adjustments, consisting solely of normal recurring items, which in the opinion of management are necessary to fairly state the
financial position of the Company and the results of its operations for the periods presented. The results reported in these interim condensed consolidated financial statements should not be regarded as
necessary indicative of results that may be expected for an entire fiscal year. This report should be read in conjunction with the Company’s consolidated financial statements and notes thereto included in
the Company’s Form 10-K for the year ended May 31, 2024. The Company assumes that the users of the interim financial information herein have read or have access to the audited financial statements for
the preceding fiscal year and that the adequacy of additional disclosure needed for a fair presentation may be determined in that context. The condensed consolidated balance sheet on May 31, 2024 was
derived from audited financial statements but does not include all disclosures required by accounting principles generally accepted in the United States of America.
 
Liquidity and Going Concern
 
The Company’s financial statements are prepared on a going concern basis, which contemplates the realization of assets and the satisfaction of obligations in the normal course of business. In accordance
with ASU No. 2014-15, Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going concern (Subtopic 205-40), the Company has evaluated whether there are conditions and events,
considered in the aggregate, that raise substantial doubt about its ability to continue as a going concern within one year after the date that the condensed consolidated financial statements are issued.
 
The Company’s principal sources of cash are (i) cash generated from operations, (ii) borrowings available under its revolving line of credit and (iii) proceeds from future debt or equity issuances. As of
August 31, 2024, the Company had cash on hand of approximately $3.5 million, working capital of $0.3 million, and $2.2 million available to draw under its TBK Facility. On September 12, 2024, the
Company entered into an agreement with TBK Bank (the “TBK Facility”) to temporarily increase the credit limit under the TBK Facility from $25.0 million to $30.0 million for a period of six months. The
Company has incurred net losses of $2.1 million and used cash for its operations in the amount of $10.2 million during the quarter ended August 31, 2024 primarily due to the ramp up of accounts
receivable and accounts payable during the most recent quarter ended due to an increase in sales. The net losses and cash used in operations are indicators of substantial doubt.
 
The Company is currently evaluating several different strategies to enhance its liquidity position. These strategies may include, but are not limited to, pursuing additional actions under its strategic plan,
seeking additional financing from both the public and private markets through the issuance of equity securities and seeking to extend the term of outstanding debt. The outcome of these matters cannot be
predicted with any certainty at this time. There can be no assurance that the Company will be able to raise the capital it needs to continue its operations on satisfactory terms or at all. If capital is not
available to the Company when, and in the amounts needed, the Company could be required to liquidate its assets, cease or curtail operations, which could materially harm its business, financial condition
and results of operations, or seek protection under applicable bankruptcy laws or similar state proceedings.
 
The Company is continually evaluating its liquidity requirements in light of its operating needs, growth initiatives and capital resources. Based on its assessment of the Company’s projected cash flow and
business performance as of and subsequent to August 31, 2024, management believes that the Company’s current cash and cash availability under the TBK facility would be sufficient to support its
operations for at least the next 12 months from the issuance of this report. The Company's plan includes the items noted above as well as securing external financing which may include raising debt or
equity capital. These plans are not entirely within the Company's control including its ability to raise sufficient capital on favorable terms, if at all, absent an infusion of sufficient capital there is substantial
doubt about its ability to continue as a going concern for twelve months after the date the condensed consolidated financial statements for the quarter ended August 31, 2024 are issued.
 
Use of Estimates
 
The preparation of condensed consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosures of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenue and expenses during the reported period. Actual results could
differ from those estimates.
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Significant estimates inherent in the preparation of the condensed consolidated financial statements include determinations of the useful lives and expected future cash flows of long-lived assets, including
intangibles, valuation of assets and liabilities acquired in business combinations, and estimates and assumptions in valuation of debt and equity instruments, including derivative liabilities. In addition, the
Company makes significant judgments to recognize revenue – see policy note “Revenue Recognition” below.
 
Revenue Recognition
 
The Company adopted ASC 606, Revenue from Contracts with Customers. Under ASC 606, revenue is recognized when control of the promised goods or services is transferred to the Company’s
customers, in an amount that reflects the consideration the Company expects to receive in exchange for services. The Company recognizes revenue upon meeting each performance obligation based on the
allocated amount of the total consideration of the contract to each specific performance obligation.
 
To determine revenue recognition, the Company applies the following five steps:
 
  1. Identify the contract(s) with a customer;
     
  2. Identify the performance obligations in the contract;
     
  3. Determine the transaction price;
     
  4. Allocate the transaction price to the performance obligations in the contract; and
     
  5. Recognize revenue as or when the performance obligation is satisfied.
 
Revenue is recognized as follows:
 
  i. Freight income - export sales
     
    Freight income from the provision of air, ocean, and land freight forwarding services are recognized over time based on a relative transit time basis through the sail or departure from origin

port. The Company is the principal in these transactions and recognizes revenue on a gross basis.
     
  ii. Freight income - import sales
     
    Freight income from the provision of air, ocean, and land freight forwarding services are recognized over time based on a relative transit time basis through the delivery to the customer’s

designated location. The Company is the principal in these transactions and recognizes revenue on a gross basis.
     
  iii. Customs brokerage and other service income
     
    Customs brokerage and other service income from the provision of other services are recognized at the point in time the performance obligation is met.
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The Company’s business practices require, for accurate and meaningful disclosure, that it recognizes revenue over time. The “over time” policy is the period from point of origin to arrival of the shipment
at the Port of entry (or in the case when the customer requires delivery to a designated point, the arrival at that delivery point). This overtime policy requires the Company to make significant judgements to
recognize revenue over the estimated duration of time from port of origin to arrival at port of entry. The point in the process when the Company meets its obligation in the port of entry and the subsequent
transfer of the goods to the customer is when the customer has the obligation to pay, has taken physical possession, has legal title, risk and awards (ownership) and has accepted the goods. The Company
has elected to not disclose the aggregate amount of the transaction price allocated to performance obligations that are unsatisfied as of the end of the period as the Company’s contracts with its customers
have an expected duration of one year or less.
 
The Company uses independent contractors and third-party carriers in the performance of its transportation services. The Company evaluates who controls the transportation services to determine whether
its performance obligation is to transfer services to the customer or to arrange for services to be provided by another party. The Company determined it acts as the principal for its transportation services
performance obligation since it is in control of establishing the prices for the specified services, managing all aspects of the shipments process and assuming the risk of loss for delivery and collection.
 
Revenue billed prior to realization is recorded as contract liabilities on the consolidated balance sheets and contract costs incurred prior to revenue recognition are recorded as contract assets on the
consolidated balance sheets.
 
Contract Assets
 
Contract assets represent amounts for which the Company has the right to consideration for the services provided while a shipment is still in-transit but for which it has not yet completed the performance
obligation and has not yet invoiced the customer. Upon completion of the performance obligations, which can vary in duration based upon the method of transport and billing the customer, these amounts
become classified within accounts receivable.
 
Contract Liabilities
 
Contract liabilities represent the amount of obligation to transfer goods or services to a customer for which consideration has been received.
 
Disaggregation of Revenue from Contracts with Customers
 
The following table disaggregates gross revenue from our clients by significant geographic area for the three months ended August 31, 2024, and 2023, based on origin of shipment (imports) or destination
of shipment (exports):
  

    For the Three     For the Three  
    Months Ended     Months Ended  
    August 31, 2024     August 31, 2023  

China, Hong Kong & Taiwan   $ 31,368,145    $ 18,636,757 
Southeast Asia     24,519,520      10,294,944 
United States     19,507,301      14,361,646 
India Sub-continent     28,174,571      6,715,013 
Other     11,628,700      12,859,925 
Total revenue   $ 115,198,237    $ 62,868,284 
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Foreign Currency Translation
 
For most of our international operations conducted by the subsidiaries operating outside the U.S, local currencies have been determined to be functional currencies. The Company translates functional
currency assets and liabilities to their U.S. dollar equivalents at exchange rates in effect as of the balance sheet date and income and expense amounts at average exchange rates for the period. The U.S.
dollar effects that arise from changing translation rates are recorded in Other comprehensive income/(loss). Transaction gains or losses result from a change in exchange rates between the functional
currency and the currency in which a foreign currency transaction is denominated. The Company aggregates all transaction gains and losses and classify the net amount in a single caption in the income
statement in operating income as foreign exchange transactions, net.
 
Fair Value Measurement

 
The Company follows the authoritative guidance that establishes a formal framework for measuring fair values of assets and liabilities in the consolidated financial statements that are already required by
generally accepted accounting principles to be measured at fair value. The guidance defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date (exit price). The transaction is based on a hypothetical transaction in the principal or most advantageous market considered from the
perspective of the market participant that holds the asset or owes the liability.
 
The Company utilizes market data or assumptions that market participants who are independent, knowledgeable, and willing and able to transact would use in pricing the asset or liability, including
assumptions about risk and the risks inherent in the inputs to the valuation technique. These inputs can be readily observable, market corroborated or generally unobservable. The Company attempts to
utilize valuation techniques that maximize the use of observable inputs and minimize the use of unobservable inputs.
 
The Company is able to classify fair value balances based on the observability of those inputs. The guidance establishes a formal fair value hierarchy based on the inputs used to measure fair value. The
hierarchy gives the highest priority to Level 1 measurements and the lowest priority to level 3 measurements, and accordingly, Level 1 measurement should be used whenever possible.
 
The hierarchy is broken down into three levels based on the reliability of inputs as follows:
 
Level 1 – Quoted prices in active markets for identical assets or liabilities or published net asset value for alternative investments with characteristics similar to a mutual fund.
 
Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly.
 
Level 3 – Unobservable inputs for the asset or liability.
 
The methods used may produce a fair value calculation that may not be indicative of net realizable value or reflective of future fair values. Furthermore, while management believes its valuation methods
are appropriate, the fair value of certain financial instruments could result in a difference fair value measurement at the reporting date. There were no changes in the Company’s valuation methodologies
from the prior year.
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For purpose of this disclosure, the fair value of a financial instrument is the amount at which the instrument could be exchanged in a current transaction between willing parties, other than in a forced sale
or liquidation. The carrying amounts for financial assets and liabilities such as cash and cash equivalents, accounts receivable - trade, contract assets, factoring reserve, other prepaid expenses and current
assets, accounts payable – trade and other current liabilities, including contract liabilities, convertible notes, promissory notes, all approximate fair value due to their short-term nature as of August 31,
2024, and May 31, 2024. The carrying amount of the long-term debt approximates fair value because the interest rates on these instruments approximate the interest rate on debt with similar terms available
to the Company. Lease liabilities approximate fair value based on the incremental borrowing rate used to discount future cash flows. The Company had Level 3 liabilities (See Derivative liabilities note) as
of August 31, 2024, and May 31, 2024. There were no transfers between levels during the reporting period.
 
Accounts Receivable
 
Accounts receivable from revenue transactions are based on invoiced prices which the Company expects to collect. In the normal course of business, the Company extends credit to customers that satisfy
pre-defined credit criteria. The Company generally does not require collateral to support customer receivables. Accounts receivable, as shown on the consolidated balance sheets, is net of allowances when
applicable. Management estimates that allowance for credit losses is based on ongoing review of existing economic conditions, the financial conditions of the customers, historical trends in credit losses,
and the amount and age of past due accounts. The Company’s trade accounts receivable present similar credit risk characteristics and the allowance for credit loss is estimated on a collective basis, using a
credit loss-rate method that uses historical credit loss information and considers the current economic environment. As of each August 31, 2024, and May 31, 2024 the allowance for credit losses was
approximately $1.0 million, and the bad debt expense was immaterial for each of the quarters ended August 31, 2024 and 2023.
 
Concentrations
 
Revenue from one major customer was 13% of the Company’s total revenue for the three months ending August 31, 2024. There were no customers with revenue greater than 10% for the three months
ended August 31, 2023.
 
Goodwill and Other Intangibles
 
The Company accounts for business acquisitions in accordance with GAAP. Goodwill in such acquisitions is determined as the excess of fair value over amounts attributable to specific tangible and
intangible assets. GAAP specifies criteria to be used in determining whether intangible assets acquired in a business combination must be recognized and reported separately from goodwill. Amounts
assigned to goodwill and other identifiable intangible assets are based on independent appraisals or internal estimates.
 
In accordance with GAAP, the Company does not amortize goodwill or indefinite-lived intangible assets. Management evaluates the remaining useful life of an intangible asset that is not being amortized
each reporting period to determine whether events and circumstances continue to support an indefinite useful life. If an intangible asset that is not being amortized is subsequently determined to have a
finite useful life, it is amortized prospectively over its estimated remaining useful life. Amortizable intangible assets, including tradenames and non-compete agreements, are amortized on a straight-line
basis over 3 to 10 years. Customer relationships are amortized on a straight-line basis over 12 to 15 years.
 
The Company tests goodwill for impairment annually as of May 31 or if an event occurs or circumstances change that indicate that the fair value of the entity, or the reporting unit, may be below its
carrying amount.
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Derivative Liability
 
Convertible Preferred Stock Series A, C and D feature anti-dilution provision that expires on a specified date. Management has determined the anti-dilution provision embedded in preferred stock Series A,
C and D is required to be accounted for separately from the preferred stock as a derivative liability and recorded at fair value. Separation of the anti-dilution option as a derivative liability is required
because its economic characteristics are considered more akin to an equity instrument and therefore the anti-dilution option is not considered to be clearly and closely related to the economic characteristics
of the preferred stock.
 
The Company has identified and recorded derivative instruments arising from an anti-dilution provision. An embedded derivative liability is representing the rights of holders of Convertible Preferred Stock
Series A, C and D to receive additional common stock of the Company upon issuance of any additional common stock by the Company prior to qualified financing event as defined in the agreement. Each
reporting period, the embedded derivative liability, if material, would be adjusted to reflect fair value at each period end with changes in fair value recorded in the “Change in fair value of embedded
derivative liability” financial statement line item of the company’s statements of operations.
 

  
    Level 1     Level 2     Level 3  
Derivative liabilities as of June 1, 2023   $ -    $ -    $ 11,558,261 
Addition     -      -      - 
Change in fair value     -      -      21,788 
Derivative liabilities as of August 31, 2023   $ -    $ -    $ 11,580,049 

                   
Derivative liabilities as of June 1, 2024   $ -    $ -    $ 5,669,000 
Addition     -      -      - 
Change in fair value      -       -      (97,000) 
Derivative liabilities as of August 31, 2024   $ -    $ -    $ 5,572,000 
 
The underlying value of the anti-dilution provision is calculated from estimating the probability and value of the provision assuming a near term financing event. For the period ended August 31, 2024,
based on the assumption of how antidilutive shares of Convertible Preferred Series A, C and D would be exchanged in the near future for common stock, and the fact that the antidilution provision of these
shares is effective through December 31, 2024, the assumptions include probability of the financing event, estimated value of common stock at the exchange point and estimated time to financing event.
 
The key inputs into the model were as follows:
  
    August 31, 2024     May 31, 2024  
Risk-free interest rate     3.91%    4.96%
Probability of capital raise (financing event)     30%    30%
Probability of sale (financing event)     50%    50%
Estimated value of common stock capital raise per share   $ 0.0059    $ 0.0067 
Estimated value of common stock upon sale per share   $ 0.0070    $ 0.0079 
Estimated time to financing event     1.5 years      1.75 years 
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Income Taxes
 
Income taxes are accounted for under the asset and liability method of accounting. Under this method, deferred tax assets and liabilities are recognized for the future tax consequences attributed to
differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases, the tax effect of loss carry forwards and tax credit carry forwards. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment date. A valuation allowance is established when necessary to reduce deferred tax
assets to amounts expected to be realized.
 
The Company uses a two-step approach to recognizing and measuring uncertain income tax positions (tax contingencies). The first step is to evaluate the tax position for recognition by determining if the
weight of available evidence indicates it is more likely than not the position will be sustained on audit, including resolution of related appeals or litigation processes. The second step is to measure the tax
benefit as the largest amount which is more than 50% likely of being realized upon ultimate settlement. The Company considers many factors when evaluating its tax positions and estimating our tax
benefits, which may require periodic adjustments, and which may not match the ultimate future outcome.
 
Segment Reporting
 
Based on the guidance provided by the Financial Accounting Standards Board’s Accounting Standards Codification (“ASC”) Topic 280, Segment Reporting, management has determined that the Company
currently operates in one primary geographical segment, the United States of America, where most of its customers are located, and consists of a single reporting unit given the similarities in economic
characteristics between its operations and the common nature of its products, services, and customers.

 
Comprehensive Income
 
Comprehensive income consists of net earnings and other gains and losses affecting equity that, under GAAP, are excluded from net earnings. For the Company, these consist of foreign currency translation
gains and losses, net of related income tax effects and comprehensive income or loss attributable to the noncontrolling interests. Accumulated other comprehensive income or loss consisted entirely of
foreign currency translation adjustments, net of related income tax effects for the periods ended August 31, 2024 and 2023.
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Earnings per Share
 
The computations of basic and diluted earnings per share were as follows:
  
    For the Three Months Ended  

    August 31, 2024     August 31, 2023  
Numerator:              
Net loss   $ (2,107,614)     (2,311,128)
Effect of dilutive securities:     -      - 
Diluted net loss   $ (2,107,614)     (2,311,128)
               
Denominator:              
Weighted average common shares outstanding – basic     799,141,770      799,141,770 
               
Dilutive securities:*              
Series A Preferred   -      - 
Series B Preferred   -      - 
Series C Preferred   -      - 
Series D Preferred   -      - 
             - 
Weighted average common shares outstanding and assumed conversion – diluted     799,141,770      799,141,770 
               
Basic and Diluted net loss per common share   $ (0.00)   $ (0.00)
 
* Due to a net loss for the three months ended August 31, 2024 and 2023, only weighted average common shares are used in calculations. As August 31, 2024 and 2023, the Company’s dilution of all

outstanding securities would be as follows:
 

   
August 31, 2024

and 2023  
Weighted average common shares outstanding – basic     799,141,770 
Series A Preferred     1,168,177,320 
Series B Preferred     5,373,342,576 
Series C Preferred     1,206,351,359 
Series D Preferred     1,130,954,399 
Weighted average common shares outstanding and assumed conversion – diluted     9,677,967,425 
 
2. ACQUISITIONS
 
On August 1, 2024, the Company closed the acquisition of all of the share capital owned by Unique Logistics Holdings Limited, a Hong Kong corporation (“ULHK”), in Unique Logistics International
(Sin) Pte Ltd. (“Unique Singapore”) pursuant to a Share Sale and Purchase Agreement, as amended, between the Company and ULHK.
 
The total consideration for the purchased shares was calculated at an estimated fair value of $2,169,652. The Company issued two promissory notes to ULHK, one on August 1, 2024, in the principal
amount of $1,800,000 and one executed on October 21, 2024, in the amount of $350,000 in lieu of cash payment of $350,000 as per the original agreement. The principal amount under these notes is due in
full on August 1, 2026, with interest accruing at an annual rate of 15%, payable semi-annually. Both notes were recorded as notes payable at face value of $2,150,000, as agreed with the Seller upon this
acquisition, which approximated fair value as of August 1, 2024.
 
Purchase Price Allocation
 
The Company obtained full control of Unique Singapore and consolidated this entity as of the acquisition date. GAAP requires an acquirer to recognize the assets acquired, the liabilities assumed, and any
noncontrolling interest in the acquired entity at the acquisition date, measured at their fair values as of that date. The acquisition method of accounting requires extensive use of estimates and judgments to
allocate the considerations transferred to the identifiable tangible and intangible assets acquired and liabilities assumed.
 
The following summarizes preliminary estimates of fair values of the assets acquired and liabilities assumed at the acquisition:
 
    At Fair Value  
Assets Acquired:       

Current assets   $ 4,288,925 
Identifiable intangible assets     1,727,000 
Fixed Assets and other non-current assets     4,911 
Goodwill     3,252,614 

        
Liabilities Assumed:       

Current liabilities     (7,103,798)
Purchase Price   $ 2,169,652 
 
The goodwill acquired is primarily attributable to the workforce retained of the acquired business and synergies expected to arise after the Company’s acquisition of the above operating subsidiary. It is also
anticipated that the goodwill will be deductible for tax purposes.
 
The Company paid approximately $0.3 million of closing costs for legal, accounting, and other professional fees that were expensed during the three-month period ended August 31, 2024.
 
Identifiable intangible assets and their amortization periods are estimated as follows:
 
    Cost Basis     Useful Life  
Customer relationships   $ 1,727,000      8 years  
 
Amortization of identifiable intangible assets was immaterial for the period from the acquisition date to the end of the reporting period August 31, 2024. The future amortization schedule is as follows:
 
For the Twelve Months Ending August 31      
2025   $ 179,896 
2026     215,875 
2027     215,875 
2028     215,875 
2029     215,875 
Thereafter     683,604 
Total   $ 1,727,000 
 
Pro Forma Information (Unaudited)

 



The results of operations of Unique Singapore which the Company acquired on August 1, 2024, have not been included in our August 31, 2024, condensed consolidated financial statements because of the
company’s decision to include earnings from consolidated subsidiaries on a one-month lag basis.
 
The following unaudited pro forma financial information represents a summary of the consolidated results of operations of the Company for the three months ended August 31, 2024 and 2023, assuming
the acquisitions had been completed as of June 1, 2023, first day of the period presented. The proforma adjustments include the elimination of intercompany revenue and expense transactions. The pro
forma financial information is not necessarily indicative of the results of operations that would have been achieved if the acquisitions had been effective as of these dates, or of future results.
 

   
Three Months Ended August 31,

2024    
Three Months Ended August 31,

2023  
             
Revenue, net   $ 115,936,396    $ 62,998,717 
Net loss attributable to registrant     (4,345,888)     (3,140,570)
Weighted average shares of common stock outstanding, basic and diluted     799,141,770      799,141,770 
Net loss per share, basic and diluted   $ (0.01)     (0.00)
 
3. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
 
Accrued expenses and other current liabilities consisted of the following on August 31, 2024 and May 31, 2024:
 
    August 31, 2024     May 31, 2024  
            
Accrued professional fees   $ 3,375,281    $ 2,744,066 
Accrued salaries and related expenses     1,353,877      1,620,083 
Accrued interest     1,493,203      800,850 
Accrued refunds     336,378      529,757 
Accrued sales and marketing expense     582,161      187,915 
Accrued income tax     427,848      106,213 
Accrued overdraft liabilities     42,910      21,725 
Other accrued expenses and current liabilities     908,422      461,226 

  $ 8,520,080    $ 6,471,835 
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4. FINANCING ARRANGEMENTS
 
Financing arrangements on the consolidated balance sheets consists of:
  
    August 31, 2024     May 31, 2024  
             
Revolving Credit Facility   $ 22,788,539    $ 13,125,031 
Term Debt     11,763,158      12,000,000 

    34,551,697      25,125,031 
Less: Current portion     23,872,669      14,397,196 

  $ 10,679,028    $ 10,727,835 
 
Revolving Credit Facility
 
The TBK Facility provides for the Company to have access to the lesser of (i) $25.0 million and (ii) the Formula Amount (as defined in the loan and security agreement with respect thereto). The TBK
Agreement is for an initial term of 24 months and may be extended or renewed, unless terminated in accordance with its terms, and is currently scheduled to mature on June 1, 2025, and an interest rate
based on Wall Street Journal Prime Rate plus 2.75%.
 
On December 11, 2024, the Company entered into a waiver to the TBK Agreement with TBK Bank, SSB whereby TBK Bank agreed to waive a specified event of default for the quarter ended August 31,
2024. Also, on September 4, 2024, the Company entered into an amendment to the security and loan agreement for a temporary increase in the available credit limit from $25.0 million to $30.0 million
through March 4, 2025. All other terms of the TBK Agreement remain the same.
 
Term Debt
 
On March 10, 2023, the Company entered into a financing agreement (the “Financing Agreement”) and related fee letter as a borrower with certain of its subsidiaries party thereto as guarantors
(collectively with the Company, the “Borrowers”), the lenders party thereto(collectively, the “Lenders”), CB Agent Services LLC, as origination agent, and Alter Domus (US) LLC, as collateral agent and
administrative agent (together with CB Agents, the “Agents”) (collectively, the “Parties”). The Financing Agreement provides for an initial senior secured term loan in a principal amount of $4,210,526 and
a delayed draft term loan in an aggregate principal amount of up to $14,789,474. On June 30, 2023, the Company borrowed on the delayed draft term loan amount of $5,263,158.
 
The Company is subject to certain financial covenants as part of the Financing Agreement. During several periods since entering into the Financing Agreement, the Company was in violation of the
EBITDA leverage ratio financial covenant set forth in Section 7.03(c) thereof. The Company entered into a waiver agreement with the Agents dated as of February 5, 2024, whereby the Agents waived the
requirements of, among other requirements, Section 7.03(c) of the Financing Agreement for each of the fiscal quarters in the fiscal year ending May 31, 2024 and for the quarter ended August 31, 2024. The
Company is also non-compliant with the EBITDA leverage ratio financial covenant for the second quarter ended November 30, 2024 and is currently working with the lender on a new waiver agreement.
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5. RELATED PARTY TRANSACTIONS

 
The Company has the following debt due to related parties:
    August 31, 2024     May 31, 2024  
             
Due to FTS (1)   $ 500,000    $ 500,000 
Due to ULHK(2)     12,797,010      10,647,010 

    13,297,010      11,147,010 
Less: current portion     -      - 

  $ 13,297,010    $ 11,147,010 
 
(1) Promissory note dated February 21, 2023, in connection with the acquisitions completed in the principal amount of $500,000 for the remaining 35% share capital of Unique Logistics International

(India) Private Ltd. acquired by the Company from Frangipani Trade Services (“FTS”) maturing December 31, 2025, and bearing no interest. FTS is owned by the Company’s CEO.
   
(2) This debt relates to the February 21, 2023 acquisition by the Company of the share capital owned by ULHK, an entity with over 10% investment in the Company in eight ULHK subsidiaries for a

combination of cash and promissory notes issued to ULHK.
 
In addition, on August 1, 2024, the Company completed the acquisition of all of the share capital owned by ULHK in Unique Singapore pursuant to a share sale and purchase agreement, as amended,
between the Company and ULHK. Patrick Lee, a director of the Company, is also a director of ULHK and is the Group Chief Operating Officer of ULHK. Richard Lee, an owner of ULHK, is also an
affiliate of the Company through his interests in Great Eagle Freight Limited, a related party. As consideration for the purchased shares, including the Company’s assumption of $1,800,000 of
indebtedness owed to ULHK by Unique Singapore, the Company issued two promissory notes in the aggregate principal amount of $2,150,000 to ULHK. The Company issued to ULHK a promissory
note in the principal amount of $1,800,000 upon closing of the acquisition on August 1, 2024, and a second promissory note in the amount of $350,000 to cover the additional portion of the purchase
price on October 21, 2024. The principal amount under both promissory notes is due in full on August 1, 2026, with interest accruing at an annual rate of 15%, payable semi-annually. The total
consideration for the purchased shares in the amount of $2,150,000 was calculated at an estimated fair value ,of $2,169,652.

 
Transactions listed below are between the Company and ULHK and its operating subsidiaries. These are considered related party transactions due to ULHK being an entity with a more than 10%
investment in the Company.
 
Accounts Receivable and Payable

 
Transactions with related parties account for $2.5 million and $5.6 million, respectively, of accounts receivable and accounts payable as of August 31, 2024, compared to $1.2 million and $5.2 million,
respectively, of accounts receivable and accounts payable as of May 31, 2024.
 
Revenue and Expenses
 
Revenue from related party transactions is for export services from related parties or for delivery at place imports nominated by such related parties. For the three months ended August 31, 2024, and 2023
these transactions represented approximately $0.3 million and $1.8 million, respectively.
 
Direct costs are services billed to the Company by related parties for shipping activities. For the three months ended August 31, 2024 and 2023 these transactions represented approximately $6.1 million
and $1.6 million, respectively.
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6. OTHER LONG-TERM LIABILITIES
 
Merger Termination
 
On December 18, 2022, the Company entered into an Agreement and Plan of Merger by and among Edify Acquisition Corp., a Delaware corporation (“Buyer”), Edify Merger Sub, Inc., a Nevada
corporation (“Merger Sub”), and the Company, as amended and supplemented (the “Merger Agreement”). On March 1, 2024, the Company, Buyer and Merger Sub entered into a mutual termination
agreement, pursuant to which they mutually agreed to terminate the Merger Agreement effective as of such date.
 
As a result of terminating the Merger Agreement, besides the merger termination costs of approximately $10.4 million initially and adjusted to $9.9 million for the year ended May 31, 2024, the Company
also recognized an impairment charge for the previously deferred uplist costs in the amount of $3.1 million as reflected on the statement of operations for the year ended May 31, 2024.
 
Amendment to the financing agreement and a waiver
 
As previously disclosed, on March 10, 2023, the Company entered into the Financing Agreement as borrower with certain of its subsidiaries party thereto as guarantors, the Lenders, and the Agents, for an
initial senior secured term loan in a principal amount of $4,210,526 and a delayed draft term loan in an aggregate principal amount of up to $14,789,474.
 
Effective March 1, 2024, the Parties entered into a waiver and amendment no. 2 to the Financing Agreement (the “Second Waiver”), whereby the Agents and the Lenders agreed to waive: (i) (a) that certain
Event of Default (as defined in Section 9.01 of the Financing Agreement) that has occurred or may occur due to the Borrowers’ noncompliance with Section 7.03(a) of the Financing Agreement for each of
the fiscal quarters in the fiscal year ending May 31, 2024 and for the fiscal quarter ending August 31, 2024 (the “FCCR Event of Default”), (b) that certain Event of Default that has occurred or may occur
due to the Borrowers’ noncompliance with Section 7.03(b) of the Financing Agreement for each of the fiscal quarters in the fiscal year ending May 31, 2024 and for the fiscal quarter ending August 31,
2024 (the “Liquidity Event of Default”) and (c) that certain Event of Default that has occurred or may occur due to the Borrowers’ noncompliance with Section 7.03(c) of the Financing Agreement for each
of the fiscal quarters in the fiscal year ending May 31, 2024 and for the fiscal quarter ending August 31, 2024 (together with the FCCR Event of Default and the Liquidity Event of Default, the “Specified
Events of Default”); and (ii) interest at the post-default rate with respect to the Specified Events of Default from the date such event occurred through the Second Waiver effective date. As noted above, the
Company is still non-compliant with Section 7.03(c) of the Financing Agreement in the second quarter ended November 30, 2024 and is currently working with the lender on a new waiver agreement.
 
In addition, pursuant to the Second Waiver, the borrowers agreed to (i) pay the administrative agent a non-refundable Waiver Fee in an aggregate amount of $3,000,000, which was deemed fully earned on
the effective date of the Second Waiver, and (ii) issue the origination agent or its designee warrants, in form and substance satisfactory to the origination agent, entitling the holder thereof to purchase a
number of shares of the Company’s common stock equal to the greater of (a) 7% of enterprise value as calculated in a manner to be mutually agreed and acceptable to the origination agent and the
Company on a fully diluted basis and (b) $7,000,000, on terms, conditions and in a form reasonably acceptable to origination agent, and having an exercise price of $0.01 per share.
 
The anti-dilution provisions applicable to the warrants shall at no time be less favorable to the holder thereof than those accorded by the parent to any other person on or after the effective date. The
warrants shall be exercisable for a period of 7.5 years unless otherwise agreed within the warrant agreement, which is currently being drafted. This contract did not meet qualification requirements to be
classified as equity because there is no explicit limit on the number of shares to be delivered in a share settlement. Accordingly, the warrants were classified as a liability as the issuer is obligated to settle
the warrant by issuing a variable number of shares and the monetary value of the obligation based on a predetermined fixed amount, variation in something other than the issuers stock price, in this case the
amount is the enterprise value of the Company at the time of the future financing event. As the warrants were not yet issued on the balance sheet date, these expected warrants were recorded as other long-
term liability with an estimated fair market value of $6,879,823 as of May 31, 2024 and $5,363,202 as of August 31, 2024.
 
Due to the unique nature of these warrants, which the Company anticipates will have an effective date of August 31, 2024, a Monte Carlo simulation was necessary in order to properly perform the
valuation. Monte Carlo simulation analysis is mathematically similar to that used in a Black-Scholes option pricing model. However, in a Monte Carlo simulation, a computer is used to generate random
price movements, which are constrained by the expected volatility of the underlying security. Where each step in a binomial model contains two possible outcomes, each step in a Monte Carlo simulation
contains an unlimited number of potential outcomes. For the fair value of the warrants to be issued, a simulation using a risk neutral drift factor, the risk-free rate, was used.
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The key inputs into the model were as follows:
  
    August 31, 2024     May 31, 2024  
Risk-free interest rate     3.91%    4.5%
Discount rate     13.3%    6.0%
Probability of financing event next 2 years     85%    85.0%
Probability of financing event years 2 through 7.5     90%    90.0%
Term     7.0 years      7.3 years 
 
The Company has identified and recorded these expected warrants (prior to issuance) due to the contractual nature of this liability as a long-term liability. Once issued, these warrants will be reclassified
into derivative liability as representing the rights of holders of these warrants to receive certain shares of common stock upon qualified financing event. Accordingly, the Company is treating this long-term
liability as derivative liability and adjusting it to reflect fair value at each period end with changes in fair value recorded in the “Change in fair value of derivative liabilities” financial statement line item of
the Company’s statements of operations.
    Level 1     Level 2     Level 3  
Other long-term liabilities as June 1, 2024   $ -    $ -    $ 6,879,823 
Addition     -      -        
Change in fair value of derivative liabilities     -      -      (1,516,621)
Other long-term liabilities as August 31, 2024   $ -    $ -    $ 5,363,202 
 
7. STOCKHOLDERS’ EQUITY
 
Common Stock
 
The Company is authorized to issue 800,000,000 shares of common stock, par value of $0.001 per share.
 
Preferred Shares
 
The Company is authorized to issue 5,000,000 shares of preferred stock, $0.001, par value per share.
 
Series A Convertible Preferred
 
The shares of the Company’s Series A Preferred Stock contain an anti-dilution provision that provides for an adjustment necessary to maintain the stockholders’ fully diluted ownership percentage as of the
date of issuance of the shares of Series A Preferred Stock.
 
Subject to the rights of holders of shares of the Company’s Series B Preferred Stock, which shares rank pari passu with shares of the Company’s Series A Preferred Stock in terms of liquidation preference,
in the event of any liquidation, dissolution or winding up of the Company, either voluntary or involuntary, the stockholders of record of shares of the Company’s Series A Preferred Stock shall be entitled to
receive, at their option, immediately prior and in preference to any distribution to the holders of the Company’s common stock and other junior securities, a liquidation preference equal to their stated value
per share.
 
Series B Convertible Preferred
 
Subject to the rights of holders of shares of the Company’s Series A Preferred Stock, which shares rank pari passu with shares of the Company’s Series B Preferred Stock in terms of liquidation preference,
in the event of any liquidation, dissolution or winding up of the Company, either voluntary or involuntary, the stockholders of record of shares of Series B Preferred Stock shall be entitled to receive, at their
option, immediately prior and in preference to any distribution to the holders of the Company’s common stock and other junior securities, a liquidation preference equal to their stated value per share.
 
Series C & D Convertible Preferred
 
The holders of the Company’s Series C and Series D Preferred Stock shall be entitled to receive, upon liquidation, dissolution or winding up of the Company, the amount of cash, securities, or other
property to which such holder would be entitled to receive with respect to such shares of Preferred Stock if such shares had been converted to shares of common stock immediately prior to such liquidation,
dissolution or winding up.
 
8. COMMITMENTS AND CONTINGENCIES

 
Litigation

 
From time to time, the Company may become involved in litigation relating to claims arising in the ordinary course of the business. There are no claims or actions pending or threatened against the
Company that, if adversely determined, would in the Company’s management’s judgment have a material adverse effect on the Company.
 
Leases
 
The Company leases office space, warehouse facilities and equipment under non-cancellable lease agreements expiring on various dates through October 2028. Office leases contain provisions for future
rent increases. The Company adopted ASC 842 from inception, requiring the Company to recognize an asset and liability on the consolidated balance sheets for lease arrangements with terms longer than
12 months. The Company has elected the practical expedient to not apply the recognition requirement to leases with a term of less than one year (short term leases). The Company uses its incremental
borrowing rate to discount lease payments to present value. The incremental borrowing rate is based on the estimated interest rate the Company could obtain for borrowing over a similar term of the lease at
commencement date. Rental escalations, renewal options and termination options, when applicable, have been factored into the Company’s determination of lease payments when appropriate. The
Company does not separate lease and non-lease components of contracts. Variable payments related to pass-through costs for maintenance, taxes and insurance or adjustments based on an index such as
Consumer Price Index are not included in the measurement of the lease liability or asset and are expensed as incurred.
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The components of lease expense were as follows:
 

   
For the

Three Months Ended    
For the

Three Months Ended  
    August 31, 2024     August 31, 2023  
Operating lease (right of use (“ROU”) amortization)   $ 734,256      587,418 
Interest on lease liabilities     190,890      211,151 
Total net lease cost   $ 925,146      798,569 
 
Supplemental balance sheet information related to leases was as follows:
        
    August 31, 2024     May 31, 2024  
             
Operating leases:              
Operating lease ROU assets, net   $ 8,296,928    $ 9,019,914 
               
Current operating lease liabilities     2,318,315      2,588,817 
Noncurrent operating lease liabilities     6,450,163      6,902,171 
Total operating lease liabilities   $ 8,768,478    $ 9,490,988 
 
Supplemental cash flow and other information related to leases was as follows:
 

   
For the

Three Months Ended    
For the

Three Months Ended  
    August 31, 2024     August 31, 2023  

             
ROU assets obtained in exchange for lease liabilities:              

Operating leases   $ 11,270      - 
Weighted average remaining lease term (in years):              

Operating leases     3.18      4.14 
Weighted average discount rate:              

Operating leases     8.22%    9.09%
 
Future Minimum Payments for the Twelve Months Ending August 31,
  
    August 31, 2024  
2025   $ 3,157,532 
2026     2,847,715 
2027     2,877,307 
2028     1,090,344 
2029     83,735 
Thereafter     - 
Total lease payments     10,056,633 
Less: imputed interest     1,288,155 
Total lease obligations   $ 8,768,478 
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9. INCOME TAX PROVISION

 
The breakout of foreign and domestic pretax income (loss) is as follows:

  

   

For the
Three Months Ended

August 31, 2024    

For the
Three Months Ended

August 31, 2023  
           

Domestic   $ 977,766    $ (4,170,245)
Foreign     264,183      1,365,286 

Pretax income   $ 1,241,949    $ (2,804,959)
 
The quarterly tax provision is determined using an estimated annual effective tax rate, adjusted for discrete items arising in the applicable quarter. The Company recorded a provision for income tax
expense of $3.3 million, reflecting an effective tax rate of 269.7%, and $0.5 million of income tax benefit, reflecting an effective tax rate of 17.6%, for the three months ended August 31, 2024, and August
31, 2023, respectively. For the three-months ended August 31, 2024, our effective tax rate differed from the U.S. federal statutory rate primarily due to the recognition of a valuation allowance during the
period. The Company has determined that it is not more likely than not to recognize a portion of its federal, foreign and state deferred tax assets. For the three-months ended August 31, 2023, our effective
tax rate differed from the U.S. federal statutory rate primarily as a result of the foreign derived intangible income deduction.
 
The Company evaluated the provisions of ASC 740 related to the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements. ASC 740 prescribes a comprehensive model
for how a company should recognize, present, and disclose uncertain positions that the Company has taken or expects to take in its tax return. For those benefits to be recognized, a tax position must be
more-likely-than-not to be sustained upon examination by taxing authorities. Differences between tax positions taken or expected to be taken in a tax return and the net benefit recognized and measured
pursuant to the interpretation are referred to as “unrecognized benefits.” A liability is recognized (or amount of net operating loss carry forward or amount of tax refundable is reduced) for unrecognized tax
benefit because it represents an enterprise’s potential future obligation to the taxing authority for a tax position that was not recognized as a result of applying the provisions of ASC 740. Interest and
penalties related to the unrecognized tax positions are required to be calculated and would be classified as “tax expense” in the statement of operations. Interest expense in the amount of $0.1 million has
been recorded related to the unrecognized tax positions for the period ended August 31, 2024 and none for the period ended August 31, 2023. These reserves would impact income tax expense if released
into income. The Company does not expect a change to its unrealized tax position in the next twelve months.
 
The Company has filed its income tax returns in the U.S. federal jurisdiction, various state jurisdictions, and various international jurisdictions. Tax years 2020 and forward generally remain open for
examination for federal and state tax purposes. Tax years 2017 and forward generally remain open for examination for foreign tax purposes. To the extent utilized in future years’ tax returns, net operating
losses as of May 31, 2024 and 2023 will remain subject to examination until the respective tax year is closed.
 
10. SUBSEQUENT EVENTS
 
Line of credit increase
 
As previously reported, on July 20, 2023, the Company and its operating subsidiaries (collectively, “Borrower”) entered into a loan and security agreement with TBK Bank, SSB, a Texas State Savings
Bank (the “Agreement”), for a facility under which TBK Bank will advance funds secured on eligible trade receivables of the Company. The Agreement was further amended by amendments No. 1 and 2
thereto, dated as of February 5, 2024 and August 7, 2024, respectively.
 
On September 12, 2024, Borrower and TBK Bank entered into Amendment No. 3 to the Agreement, whereby the parties agreed to temporarily increase the maximum amount that Borrower may borrow
under the Agreement from $25,000,000 to $30,000,000 through March 12, 2025, after which the maximum amount that Borrower may borrow under the Agreement will revert back to $25,000,000.
 
Amendment of the related party debt
 
As previously reported, on February 21, 2023, the Company issued to ULHK, promissory notes, as amended, with the following original principal amounts: $2,000,000 (the “Second Net Assets Note”),
$1,000,000 (the “Original Seller Note”), and $1,000,000 (the “ULHK Note”), respectively. Further, on March 5, 2024, the Company issued ULHK a promissory note in the aggregate principal amount of
$2,500,000 (“Note 11”) and a promissory note in the aggregate principal amount of $3,400,000 (“Note 12”).
 
On October 7, 2024, the Company and ULHK amended the ULHK Note to extend the maturity date thereof from June 30, 2025 to December 31, 2025. Further, on October 7, 2024, the Company and
ULHK amended the Second Net Assets Note the Original Seller Note, Note 11 and Note 12 to extend the maturity dates on each of these promissory notes from June 30, 2025 to December 31, 2025.
 
Acquisition of Unique Singapore
 
On August 1, 2024, the Company closed the acquisition of all of the share capital owned ULHK in Unique Singapore. The total consideration for the purchased shares in the amount of $2,150,000 was
calculated at an estimated fair value of $2,169,652. As part of the consideration for the purchased shares, the Company, by mutual agreement with ULHK, issued to ULHK a promissory note in the
principal amount of $350,000 in lieu of the cash payment originally contemplated under the purchase agreement. The principal amount under this note is due in full on October 21, 2026, with interest
accruing at an annual rate of 15%, payable semi-annually. This note has been already accrued as part of the acquisition accounting and included in the related party debt line item of the condensed
consolidated financial statements of the Company as of August 31, 2024.
 
Line of credit waiver of financial covenant
 
On December 11, 2024, the Company entered into an amendment and waiver to the loan and security agreement with respect to the TBK Facility, dated July 20, 2023, with TBK Bank, SSB whereby the
bank agreed to waive a specified event of default as of August 31, 2024. All other terms and conditions of the original and amended loan and security agreement with respect to the TBK Facility remain the
same. This loan is scheduled to mature on June 1, 2025.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

 
Note Regarding Forward-Looking Statements
 
This Quarterly Report on Form 10-Q includes a number of forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended and Section 21E of the Securities
Exchange Act of 1934, as amended, (the “Exchange Act”) that reflect management’s current views with respect to future events and financial performance. These statements are based upon beliefs of, and
information currently available to, the Company’s management as well as estimates and assumptions made by the Company’s management. Readers are cautioned not to place undue reliance on these
forward-looking statements, which are only predictions and speak only as of the date hereof. When used herein, the words “anticipate,” “believe,” “estimate,” “expect,” “forecast,” “future,” “intend,”
“plan,” “predict,” “project,” “target,” “potential,” “will,” “would,” “could,” “should,” “continue” or the negative of these terms and similar expressions as they relate to the Company or the Company’s
management identify forward-looking statements.
 
Our financial statements are prepared in accordance with accounting principles generally accepted in the United States (“GAAP”). These accounting principles require us to make certain estimates,
judgements and assumptions. We believe that the estimates, judgements and assumptions upon which we rely are reasonable based upon information available to us at the time that these estimates,
judgements and assumptions are made. These estimates, judgements and assumptions can affect the reported amounts of assets and liabilities as of the date of the condensed consolidated financial
statements as well as the reported amounts of revenues and expenses during the periods presented. Our condensed consolidated financial statements would be affected to the extent there are material
differences between these estimates and actual results. The following discussion should be read in conjunction with our condensed consolidated financial statements and notes thereto appearing elsewhere
in this report.
 
The forward-looking statements made in this report are based only on events or information as of the date on which the statements are made in this report. Such statements reflect the current view of the
Company with respect to future events and are subject to risks, uncertainties, assumptions, and other factors, including the risks relating to the Company’s business, industry, and the Company’s operations
and results of operations. Should one or more of these risks or uncertainties materialize, or should the underlying assumptions prove incorrect, actual results may differ significantly from those anticipated,
believed, estimated, expected, intended, or planned You should read this report and the documents we refer to in this report and have filed as exhibits to this report completely and with the understanding
that our actual future results may be materially different from what we expect. These risks include, by way of example and without limitation:
 
● The Company provides services to customers engaged in international commerce. Everything that affects international trade has the potential to expand or contract our primary market and adversely
impact our operating results
 
● We depend on operators of aircrafts, ships, trucks, ports and airports
 
● We derive a significant portion of our total revenues and net revenues from our largest customers
 
● Due to our dependence on a limited number of customers, we are subject to a concentration of credit risk
 
● Our earnings may be affected by seasonal changes in the transportation industry
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● Our business is affected by ever increasing regulations from a number of sources in the United States and in foreign locations in which we operate
 
● As a corporation transacting business in multiple countries, we are subject to formal or informal investigations from governmental authorities or others in the countries in which we do business
 
● The global economy and capital and credit markets continue to experience uncertainty and volatility
 
● Our business is subject to significant seasonal fluctuations driven by market demands and each quarter is affected by seasonal trends
 
● Our revenue and direct costs are subject to significant fluctuations depending on supply and demand for freight capacity
 
Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of activity, or performance. Readers are urged to carefully
review and consider the various disclosures made by us in this report and in our other reports filed with the Securities and Exchange Commission (“SEC”). We undertake no obligation to update or revise
forward-looking statements to reflect changed assumptions, the occurrence of unanticipated events or changes in the future operating results over time except as required by law. We believe that our
assumptions are based upon reasonable data derived from and known about our business and operations. No assurances are made that actual results of operations or the results of our future activities will
not differ materially from our assumptions.
 
Business Overview and Recent Developments
 
The Company is a global logistics and freight forwarding company.
 
Unique Logistics provides a range of international logistics services that enable its customers to outsource to the Company sections of their supply chain process. Our global network of trained employees
and integrated information systems seamlessly manage the services that we provide. We enable our customers to share data regarding their international vendors and purchase orders with us, execute the
flow of goods and information under their operating instructions, provide visibility to the flow of goods from factory to distribution center or store and, when required, update their inventory records.
 
Our range of services can be categorized as follows:
 
  ● Air freight services
  ● Ocean freight services
  ● Customs brokerage and compliance services
  ● Warehousing and distribution services
  ● Order management
 
On August 1, 2024, the Company acquired of all of the share capital owned by Unique Logistics Holdings Limited, a Hong Kong corporation (“ULHK”), in Unique Logistics International (Sin) Pte Ltd.
(“Unique Singapore”) pursuant to a Share Sale and Purchase Agreement, as amended, between the Company and ULHK.
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Industry Trends, Trade Conditions and Competition
 
We specialize in shipping by air and sea from Asia to the United States. Our business is thus intricately linked to the economic, political and other market factors that impact trade and shipping in this
sector. Geopolitical factors have resulted in United States’ importers moving production from China to other countries in the region. This trend poses challenges to ensure that we meet the changing
logistics requirements of our customers and secure the capacity necessary by air or sea to successfully ship products for our customers from other parts of Asia.
 
Shipping from Asia to the United States continues to be influenced by the conflicts in the Middle East. United States’ importers have also been wary of the potential impact of East Coast dockworkers’
industrial action, first anticipated in October 2024 and now deferred to, possibly, January 2025. In anticipation of such disruptions and the longer transit times on some shipping routes due to the Middle
East conflicts, customers have accelerated their shipping to protect inventory levels. This has caused congestion and poses challenges for us to manage shipping capacity.
 
Air shipping volumes have increased as a result of accelerated shipping and another more recent trend: the increasing amount of air freight volumes utilized by Chinese E-Commerce shipping companies.
Increasing air shipping volumes and reduced air freight capacity for commercial imports has increased air freight costs.
 
United States’ importers remain wary of the potential impact of further tariffs on imports from China and are starting to plan further relocation of production in the longer term and even more accelerated
shipping in the shorter term. We will likely begin to see the impact of anticipated tariffs in our financial results for the last quarter of our fiscal year ending May 31, 2025.

 
Results of Operations for the Three Months Ended August 31, 2024 and August 31, 2023
 
Revenue
 
For the three months ended August 31, 2024 and 2023, Unique Logistics’ revenue by product line was as follows:
 

   

For the
Three Months Ended

August 31, 2024    

For the
Three Months Ended

August 31, 2023     $ change     % change  
                     

Airfreight services   $ 47,248,102    $ 19,147,970    $ 28,100,132      146.8%
Ocean freight and ocean services     57,064,403      30,728,501      26,335,902      85.7%
Contract logistics     975,579      572,712      402,867      70.3%
Customs brokerage and other services     9,910,153      12,419,101      (2,508,948)     (20.2)%

Total revenues   $ 115,198,237    $ 62,868,284      52,329,953      83.2%
 
The increase in total revenues for the three months ended August 31, 2024, compared to the three months ended August 31, 2023, is primarily due to increases in airfreight services revenue and ocean
freight and ocean services revenue, offset by a decrease in revenue from customs brokerage and other services.
 
The increase in air freight revenue was due to an approximately 68.7% increase in pricing (that is, the rates that we charge customers), which was responsible for 68.5% of the total increase in airfreight
services revenue, and an approximately 46.3% increase in volume during the three months ended August 31, 2024 compared to the comparable period of 2023. The increases in both pricing and volume
were due to significant increases in demand for air freight services due to geopolitical issues discussed above and the rerouting of vessels traveling from Asia to Europe and the East Coast of the United
States during the quarter ended August 31, 2024 compared to the quarter ended August 31, 2023.
 
The increase in ocean freight revenue was due to a price increase of approximately 117.6% for such services compared to the three-month period ended August 31, 2023, as shipping demand picked up,
which resulted in a 117.1% increase in ocean freight revenue period-over period, offset by a 17.1% decrease in such revenue resulting from a 14.7% decrease in volume due to a shift by major customers to
airfreight services, quarter over quarter.
 
The decrease in revenue from custom brokerage and other services during the three months ended August 31, 2024 compared to the quarter ended August 31, 2023, was a result of customers paying their
own duties at the Company’s encouragement.
 

5



 
 
Costs and Operating Expenses
 
For the three months ended August 31, 2024 and August 31, 2023, Unique Logistics’ costs and operating expenses were as follows:
 

   

For the
Three Months ended

August 31, 2024    

For the
Three Months ended

August 31, 2023     $ change     % change  
Cost of sales                            

Airfreight services   $ 44,845,501    $ 17,892,433    $ 26,953,068      150.6%
Ocean freight and ocean services     51,117,718      25,819,755      25,297,963      98.0%
Contract logistics     255,558      168,158      87,400      52.0%
Customs brokerage and other services     8,506,125      10,748,897      (2,242,772)     (20.9)%
Salaries and related costs     5,218,613      6,016,892      (798,279)     (13.3)%
Professional fees     1,055,949      807,893      248,056      30.7%
Rent and occupancy     1,362,424      1,096,565      265,859      24.2%
Selling and promotion     576,144      714,971      (138,827)     (19.4)%
Depreciation and amortization     467,626      699,400      (231,774)     (33.1)%
Foreign exchange (gains) and losses     (28,237)     (194,186)     165,949      (85.5)%
Other expense     639,722      666,165      (26,443)     (4.0)%

Total operating expenses   $ 114,017,143    $ 64,436,943      49,580,200      76.9%
 
The 76.9% increase in operating expenses was primarily due to a 97.1% increase in the cost of sales, offset by an aggregate decrease in other operating expenses. The increase in the cost of sales in each of
airfreight services, ocean freight and ocean services, and contract logistics was primarily attributable to the increased revenues during the three months ended August 31, 2024 compared to the same period
of 2023, as discussed above under Revenue.
 
Gross Margins

 
Although revenue and direct costs both increased during the three months ended August 31, 2024 compared to the three months ended August 31, 2023, the gross margin as a percentage of revenue
decreased from 13.1% during the 2023 period to 9.1% during the 2024 period. This decrease was primarily the result of an increase in airfreight revenue that historically produces lower margins than ocean
freight revenue due to higher utilization during the 2024 period of spot market contracts as opposed to ocean freight minimum quantity commitments that generally provide more favorable freight rates than
the spot market. Gross margin is an important measurement of the logistics company efficiency and profitability. The Company is focused on this and other measures when making strategic decisions and
investments.
 
Other Income (Expenses)
 
During the quarter ended August 31, 2024, total other expenses were approximately $0.4 million and consisted primarily of $2.0 million of interest expense offset by change in fair value of derivative
liabilities resulting in gain of $1.6 million. During the quarter ended August 31, 2023, total other expenses consisted of $1.4 million of interest expense and a $0.2 million decrease in the fair value of
derivative liabilities. The increase in interest expense quarter over quarter was due to higher debt balances during the quarter ended August 31, 2024, as borrowings under our line of credit with TBK Bank
increased due to higher sales and payments made to the shipping lines. Also, interest expense increased due to our restructuring of promissory notes due to ULHK in 2024 that resulted in our issuing new
notes that accrue interest to replace interest free notes. Changes in the fair value of derivative liabilities are due to a reduction in the enterprise value of the Company that is a primary driver for the mark to
market valuation adjustment.
 
Income Tax Expense (Benefit)
 
Due to cumulative taxable losses as of August 31, 2024, the Company established a deferred tax asset valuation allowance in the amount of $3.4 million which resulted in tax expense of $3.3 million as part
of its annual tax provision compared with income tax benefit of $0.5 million recorded during the three months ended August 31, 2023, based on net loss before income taxes for that quarter. This deferred
tax asset valuation allowance is reversable in future periods when there will be sufficient cumulative taxable income.
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Liquidity and Capital Resources
 
The Company’s principal sources of cash are (i) cash generated from operations, (ii) borrowings available under its revolving line of credit and (iii) proceeds from future debt or equity issuances. As of
August 31, 2024, the Company had cash on hand of approximately $3.5 million, working capital of $0.3 million, and $2.2 million available to draw under its TBK Facility. On September 12, 2024, the
Company entered into an agreement with TBK Bank (the “TBK Facility”) to temporarily increase the credit limit under the TBK Facility from $25.0 million to $30.0 million for a period of six months. The
Company has incurred net losses of $2.1 million and used cash for its operations in the amount of $10.2 million during the quarter ended August 31, 2024 primarily due to the ramp up of accounts
receivable and accounts payable during the most recent quarter ended due to an increase in sales. The net losses and cash used in operations are indicators of substantial doubt about its ability to continue as
a going concern within one year after the date that the condensed consolidated financial statements are issued.
 
The Company is currently evaluating several different strategies to enhance its liquidity position. These strategies may include, but are not limited to, pursuing additional actions under its strategic plan,
seeking additional financing from both the public and private markets through the issuance of equity securities and seeking to extend the term of outstanding debt. The outcome of these matters cannot be
predicted with any certainty at this time. There can be no assurance that the Company will be able to raise the capital it needs to continue its operations on satisfactory terms or at all. If capital is not
available to the Company when, and in the amounts needed, the Company could be required to liquidate its assets, cease or curtail operations, which could materially harm its business, financial condition
and results of operations, or seek protection under applicable bankruptcy laws or similar state proceedings.
 
The Company is continually evaluating its liquidity requirements in light of its operating needs, growth initiatives and capital resources. Based on its assessment of the Company’s projected cash flow and
business performance as of and subsequent to August 31, 2024, management believes that the Company’s current cash and cash availability under the TBK facility would be sufficient to support its
operations for at least the next 12 months from the issuance of this report. The Company's plan includes the items noted above as well as securing external financing which may include raising debt or
equity capital. These plans are not entirely within the Company's control including its ability to raise sufficient capital on favorable terms, if at all, absent an infusion of sufficient capital there is substantial
doubt about its ability to continue as a going concern for twelve months after the date the condensed consolidated financial statements for the quarter ended August 31, 2024 are issued.
 
Critical Accounting Estimates
 
We consider an accounting estimate to be critical if: (1) the accounting estimate requires us to make assumptions about matters that were highly uncertain at the time the accounting estimate was made, and
(2) changes in the estimate that are reasonably likely to occur from period to period, or use of different estimates that we reasonably could have used in the current period, would have a material impact on
our financial condition or results of operations.
 
Management has discussed the development and selection of these critical accounting estimates with our board of directors. In addition, there are other items within our financial statements that require
estimation but are not deemed critical as defined above. Changes in estimates used in these and other items could have a material impact on our financial statements.
 
Adjusted EBITDA
 
We define adjusted EBITDA as earnings before interest, taxes, depreciation and amortization, transaction gains and losses, other income, merger and acquisition costs, impairment charges and certain other
non-recurring items.
 
Adjusted EBITDA is not a measurement of financial performance under GAAP and may not be comparable to other similarly titled measures of other companies. We present adjusted EBITDA because we
believe that adjusted EBITDA is a useful supplement to net income as an indicator of operating performance. We use adjusted EBITDA as a financial metric to measure the financial performance of the
business because management believes that it provides additional information with respect to the performance of our fundamental business activities. For this reason, we believe that adjusted EBITDA will
also be useful to others, including our stockholders, as a valuable financial metric.
 
Adjusted EBITDA should not be considered as an alternative to net income, as an indicator of performance or as an alternative to cash flows from operating activities as an indicator of cash flows, in each
case as determined in accordance with GAAP, or as a measure of liquidity. In addition, adjusted EBITDA does not take into account changes in certain assets and liabilities as well as interest and income
taxes that can affect cash flows. We do not intend the presentation of this non-GAAP financial measure to be considered in isolation or as a substitute for results prepared in accordance with GAAP. This
non-GAAP financial measure should be read only in conjunction with our condensed consolidated financial statements prepared in accordance with GAAP.
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Following is the reconciliation of our consolidated net income to adjusted EBITDA for the three months ended August 31, 2024 and 2023:
 

   

For the
three months Ended

August 31, 2024    

For the
three months ended

August 31, 2023  
Net loss   $ (2,107,614)   $ (2,311,128)
               
Add back:              

Income tax expense (benefit)     3,349,563      (493,831)
Depreciation and amortization     467,626      497,450 
(Gain)/loss on foreign exchange     (28,237)     (194,186)
Change in fair value of derivative liabilities     (1,613,621)     21,788 
Interest expense     2,018,622      1,390,208 

               
Adjusted EBITDA   $ 2,086,339    $ (1,089,699)
 
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

As a smaller reporting company, we are not required to provide the information required by this item.
 
ITEM 4. CONTROLS AND PROCEDURES
 
We maintain “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, that are designed to ensure that information required to be disclosed by us in reports
that we file or submit under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and
communicated to our principal executive officer to allow timely decisions regarding required disclosure. In designing and evaluating our disclosure controls and procedures, the Company recognized that
disclosure controls and procedures, no matter how well conceived and operated, can provide only reasonable assurance of achieving the desired control objectives, and we necessarily are required to apply
our judgment in evaluating the cost-benefit relationship of possible disclosure controls and procedures.
 
As of August 31, 2024, our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and procedures. Our
management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives, and management necessarily
applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Our Chief Executive Officer and Chief Financial Officer have concluded, based upon the evaluation
described above, that as of August 31, 2024, our disclosure controls and procedures were not effective and require remediation in order to be effective at the reasonable assurance level.
 
In addition, our auditors identified material weaknesses in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the audit of the fiscal
year ended May 31, 2024. A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a material
misstatement of our annual or interim financial statements will not be prevented or detected on a timely basis. The material weaknesses identified relate to the fact that we did not design and maintain an
effective control environment commensurate with our financial reporting requirements, including (a) lack of a sufficient number of trained professionals with an appropriate level of accounting knowledge,
training and experience and (b) we have not completed a full risk assessment of our internal control over financial reporting at the activity level, including process documentation and testing. In the course
of preparing the financial statements for the year ended May 31, 2024, we identified separate material weaknesses in internal control over financial reporting, which relates to the ineffective design and
implementation of information technology general controls (“ITGC”) combined with the lack of properly designed management review controls to compensate for these deficiencies. The Company’s ITGC
deficiencies included improperly designed controls pertaining to user access rights and segregation of duties over systems that are critical to the Company’s system of financial reporting. Management’s
general assessment of the above processes in light of the Company’s size, maturity and complexity, as to the design and effectiveness of the internal control over financial reporting, is that the key controls
and procedures in each of these processes provide reasonable assurance regarding reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
GAAP.
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Changes in Internal Control over Financial Reporting
 
There have not been any changes in our internal control over financial reporting during the quarter ended August 31, 2024 that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.

 
PART II - OTHER INFORMATION

 
ITEM 1. LEGAL PROCEEDINGS

 
The Company is not involved in any disputes and does not have any litigation matters pending that it believes could have a material adverse effect on its financial condition or results of operations. There is
no action, suit, proceeding, inquiry or investigation before or by any court, public board, government agency, self-regulatory organization or body pending or, to the knowledge of the Company’s executive
officers or any of its subsidiaries, threatened against or affecting the Company, its common stock, any of its subsidiaries or of the Company’s or the Company’s subsidiaries’ officers or directors in their
capacities as such, in which an adverse decision could have a material adverse effect.
 
From time to time, however, we may become involved in various lawsuits and legal proceedings that arise in the ordinary course of our business. Litigation is subject to inherent uncertainties, and an
adverse result in any such matters may arise from time to time that may harm our business.

 
ITEM 1A. RISK FACTORS
 
Our business, financial condition, results of operations, and cash flows may be impacted by a number of factors, many of which are beyond our control, including those set forth in our most recent Annual
Report on Form 10-K and in our other filings with the SEC, the occurrence of any one of which could have a material adverse effect on our actual results. There have been no material changes to the Risk
Factors previously disclosed in our Annual Report on Form 10-K and our other filings with the SEC.
 
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES, USE OF PROCEEDS, AND ISSUER REPURCHAES OF EQUITY SECURITIES.
 
There were no unregistered sales of the Company’s equity securities during the quarter ended August 31, 2024.
 
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
 
None.
 
ITEM 4. MINE SAFETY DISCLOSURES
 
Not Applicable.
 
ITEM 5. OTHER INFORMATION
 
None.
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ITEM 6. EXHIBITS
 

        Incorporated by    
      Reference   Filed or Furnished

Exhibit Number   Exhibit Description   Form   Exhibit   Filing Date   Herewith

10.1   Promissory Note in the principal amount of $1,800,000, dated August 1, 2024, in favor of Unique
Logistics Holdings Limited.   8-K   10.1   8/7/2024    

31.1   Rule 13a-14(a) / 15d-14(a) Certification of Chief Executive Officer.               X
31.2   Rule 13a-14(a) / 15d-14(a) Certification of Chief Financial Officer.               X
32.1   Section 1350 Certification of Chief Executive Officer.               X
32.2   Section 1350 Certification of Chief Financial Officer.               X

101.INS   Inline XBRL Instance Document               X
101.SCH   Inline XBRL Taxonomy Extension Schema Document               X
101.CAL   Inline XBRL Taxonomy Extension Calculation Linkbase Document               X
101.DEF   Inline XBRL Taxonomy Extension Definition Linkbase Document               X
101.LAB   Inline XBRL Taxonomy Extension Label Linkbase Document               X
101.PRE   Inline XBRL Taxonomy Extension Presentation Linkbase Document               X

104   Cover Page Interactive Data File (embedded within the Inline XBRL document)               X
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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.
 
UNIQUE LOGISTICS INTERNATIONAL, INC.  
     
By: /s/ Sunandan Ray  
  Sunandan Ray  
  Chief Executive Officer (Principal Executive Officer)  
     
  December 16, 2024  
     
By: /s/ Eli Kay  
  Eli Kay  
  Chief Financial Officer (Principal Financial Officer)  
     
  December 16, 2024  
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Exhibit 31.1
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002
 
I, Sunandan Ray, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of Unique Logistics International, Inc.;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results
of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e)
and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
report is being prepared;
 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;
 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and
 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and
the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and
 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
 
Date: December 16, 2024  
   
/s/ Sunandan Ray  
Sunandan Ray  
Chief Executive Officer  

 
 

 
 



 
Exhibit 31.2

 
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

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

 
I, Eli Kay, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of Unique Logistics International, Inc.;
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results
of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e)
and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
report is being prepared;
 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;
 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and
 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and
the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and
 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
 
Date: December 16, 2024  
   
/s/ Eli Kay  
Eli Kay  
Chief Financial Officer  
 
 

 
 



 
Exhibit 32.1

 
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES OXLEY ACT OF 2002
 
In connection with the Quarterly Report of Unique Logistics International, Inc. (the “Company”) on Form 10-Q for the period ended August 31, 2024, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Sunandan Ray, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
/s/ Sunandan Ray  
Sunandan Ray  
Chief Executive Officer  
   
December 16, 2024  
 
 

 
 
 



 
Exhibit 32.2

 
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES OXLEY ACT OF 2002
 
In connection with the Quarterly Report of Unique Logistics International, Inc. (the “Company”) on Form 10-Q for the period ended August 31, 2024, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Eli Kay, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:
 
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
/s/ Eli Kay  
Eli Kay  
Chief Financial Officer  
   
December 16, 2024  
 
 

 
 
 


