
  

  
Up to 5,732,500 Common Shares 

  
XFIT BRANDS, INC. 

  
  

This prospectus supplement amends and supplements our prospectus dated March 23, 2016 and any prior prospectus supplement(s)
relating to the resale of up to 3,100,000 shares (after giving effect to the 1-for-5 forward stock split of our common stock described in the April 
19, 2016 prospectus supplement) of the common stock of XFit Brands, Inc., a Nevada corporation, by Kodiak Capital Group, LLC, a Delaware
limited liability company (“Kodiak”), a selling shareholder, pursuant to a Put Notice(s) under an Equity Purchase Agreement (the “Equity 
Purchase Agreement”) that we have entered into with Kodiak. The Equity Purchase Agreement permits us to sell shares of our common stock to
Kodiak enabling us to put up to $5 million of common stock to Kodiak. The registration statement covers the offer and possible sale of
approximately $2.95 million in common stock by Kodiak based on our April 18, 2016 closing market price of $0.95 per share before the
discount offered to Kodiak. This prospectus supplement also relates to the resale of up to 2,632,500 shares of our common stock (after giving
effect to the 1-for-5 forward stock split of our common stock described in the April 19, 2016 prospectus supplement) by PIMCO Funds: Private
Account Portfolio Series: PIMCO High Yield Portfolio (“PIMCO”) to be issued upon exercise of a warrant issued to PIMCO to purchase an
amount of shares of our common stock equal to ten percent (10%) of all shares of common stock then outstanding, at an exercise price of
$1,500,000 for the full 10% of our common stock ($150,000 for each one-percent of common stock purchased), which expires on June 12, 
2024. We will not receive any proceeds from the sale of these shares of common stock offered by Kodiak or PIMCO. However, we will receive
proceeds from the sale of securities pursuant to each Put Notice we send to Kodiak and we will receive up to $1,500,000 upon full exercise of
the warrant by PIMCO. We will bear all costs associated with this registration. 

  
You should read this prospectus supplement in conjunction with the prospectus and any prior prospectus supplement(s). This

prospectus supplement is qualified in its entirety by reference to the prospectus and any prior prospectus supplement(s), except to the extent that
the information in this prospectus supplement supersedes the information contained in the prospectus and any prior prospectus supplement(s).
The prospectus and any prior prospectus supplement(s) are to be delivered by the Selling Shareholder to prospective purchasers along with this
prospectus supplement. 

  
Kodiak is an “underwriter” within the meaning of the Securities Act of 1933, as amended (the “Securities Act”) in connection with the 

resale of our common stock under the Equity Purchase Agreement. Kodiak will pay us 75% of the lowest closing bid price of our common
stock during the five consecutive trading days immediately following the date of our notice to Kodiak of our election to put shares pursuant to
the Equity Purchase Agreement. There are no underwriting agreements in place. 

  
This prospectus supplement includes our attached Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016, as 

filed with the Securities and Exchange Commission on May 16. 
  
Our shares of common stock are currently quoted on the OTC Markets Group (OTC.QB Tier) under the symbol “XFTB.” The closing 

price of our common stock on May 19, 2016 was $0.603. 
  
Investing in our common stock involves a high degree of risk. Before buying any shares, you should carefully read the discussion of

material risks of investing in our common stock in “Risk Factors” beginning on page 6 of this prospectus. 
  
Neither the U.S. Securities and Exchange Commission nor any state securities commission has approved or disapproved of anyone’s 

investment in these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense. 
  

The Date of This Prospectus Supplement Is: May 20, 2016 
  

Prospectus Supplement to Filed pursuant to Rule 424(b)(3)
Prospectus dated March 23, 2016 Registration File No. 333-209774
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Exhibit A 

  
Quarterly Report on Form 10-Q for the period ended March 31, 2016 

  
(see attached) 
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UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 
  

FORM 10-Q 
  

  
For the quarterly period ended March 31, 2016 

  
OR 

  

  
For the transition period from _____ to _____ 

  

XFit Brands, Inc. 
(Exact Name of Registrant as Specified in Charter) 

  

  
(Former name and address, if changed since last report) 

  
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes [X] No [  ] 
  
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). Yes [X] No [  ] 
  
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting 
company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange 
Act. 
  

  
Indicate by check mark whether the registrant is a shell company (as defined by Rule 12b-2 of the Exchange Act). Yes [  ] No [X] 
  
As of May 16, 2016 there were 20,592,500 shares of the issuer’s common stock, $0.0001 par value per share, outstanding. 
  

  

 

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934

[  ] TRANSITION REPORT PURSUANT TO PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 
1934

Nevada  000-55372  47-1858485
(State or Other Jurisdiction  

of Incorporation)
 (Commission  

File No.)
 (I.R.S. Employer  

Identification No.)
   

 25731 Commercentre Drive, 
Lake Forest, CA 92630  (949) 916-9680

(Address of Principal Executive Offices)    (Registrant’s Telephone Number)

Large accelerated filer [  ] Accelerated filer [  ] Non-accelerated filer [  ] Smaller reporting company [X]
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PART I - FINANCIAL INFORMATION 

  
Item 1. Financial Statements 
  

XFit Brands, Inc. 
Condensed Consolidated Balance Sheets 

  

  
See accompanying notes to the condensed consolidated financial statements. 

  

  

 March 31, 2016   June 30, 2015
 (Unaudited)   

ASSETS     
Current Assets     
Cash $ 32,892  $ 51,016
Accounts receivable 182,209   92,823
Royalties receivable 65,413   75,000
Inventory 278,993   169,292
Prepaid expenses  143,974   333,572 

Total Current Assets 703,481   721,703
Long Term Assets     
Property and equipment, net 37,904   42,292
Other assets     
Deposits 23,466   27,480
Intangible assets, net  25,212   52,264 
TOTAL ASSETS $ 790,063  $ 843,739
LIABILITIES AND STOCKHOLDERS’ DEFICIT     
Current Liabilities     
Accounts payable $ 713,276  $ 446,063
Related party payable 95,620   95,620
Accrued expenses and interest 97,685   129,182
Customer deposits 108,850   158,467
Line of credit  34,194   — 

Total Current Liabilities 1,049,625   829,332
     
Note payable, net  2,392,056   1,705,417 
Total Liabilities 3,441,681   2,534,749
     
Commitments and contingencies (Note 8) —   —
     
Stockholders’ Deficit     
Preferred stock, par value $0.0001 per share, 10,000,000 shares authorized, no shares issued 
and outstanding as of March 31, 2016 and June 30, 2015 —   —
Common stock, $0.0001 par value, 1,250,000,000 shares authorized, 20,592,500 and 
20,367,500 shares issued and outstanding as of March 31, 2016 and June 30, 2015, 
respectively 2,059   2,037
Additional paid in capital 4,502,855   4,317,444
Accumulated deficit (7,156,532)   (6,010,491)
Total Stockholders’ Deficit  (2,651,618)   (1,691,010)
TOTAL LIABILITIES AND STOCKHOLDERS’ DEFICIT  $ 790,063  $ 843,739 
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XFit Brands, Inc. 

Condensed Consolidated Statements of Operations 
For the three and nine month periods ended March 31, 2016 and 2015 (Unaudited) 

  

  
See accompanying notes to the condensed consolidated financial statements. 

  

  

 
For the Three Months Ended 

March 31,
For the Nine Months Ended 

March 31,
 2016 2015 2016 2015

Revenues:    
Product sales $ 681,431 $ 526,826  $ 1, 813,949  $ 1,300,148
Royalties  —  62,500   15,413  192,940 

Net revenues 681,431 589,326  1,829,362 1,493,088
    
Cost of revenues 376,140 376,828  1,021,471 982,587
Gross Profit  305,291  212,498   807,891  510,501 
    
Operating expenses    

General and administrative 437,403 310,142  1,284,908 1,187,497
Sales and marketing  88,305  126,124   262,501  227,845 

Total operating expenses 525,708 436,266  1,547,409 1,415,342
    
(Loss) Income from operations (220,417) (223,768)  (739,518) (904,841)
    
Interest expense (147,974) (107,007)  (406,530) (278,918)
Other income  —  —   —  14,758 
Net (Loss) Income  $ (368,391)  $ (330,775)  $ (1,146,048)  $ (1,169,001)
Loss per common share – basic and diluted  $ (0.02)  $ (0.02)  $ (0.06)  $ (0.06)

Weighted average shares outstanding – basic and diluted 20,492,500 20,000,000  20,488,955 20,000,000
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XFit Brands, Inc. 

Condensed Consolidated Statements of Cash Flows 
For the nine month periods ended March 31, 2016 and 2015 (Unaudited) 

  

  
See accompanying notes to the condensed consolidated financial statements. 

  

  

 
Nine Month Periods Ended 

March 31,
 2016   2015

Cash flows from operating activities     
Net loss $ (1,146,048)  $ (1,169,001)
Adjustments to reconcile net loss to net cash used in operating activities     
Depreciation and amortization 45,551   11,544
Amortization of debt issuance costs and loan discount 142,696   106,700
Stock based compensation 135,000   232,314
Value of options issued to employees 433   —
Changes in operating assets and liabilities:     
Accounts receivable (89,386)   (75,653)
Royalties receivable 9,587   (6,867)
Inventory (109,701)   (16,625)
Prepaid expenses 189,598   (9,989)
Deposits 4,014   —
Accounts payable 267,222   224,403
Accrued expenses and interest 62,445   112,763
Customer deposits  (49,618)   81,530 

Net cash used in operating activities  (538,207)   (508,881)
Cash flows from investing activities     
Acquisition of intangible assets (9,000)   (11,096)
Purchase of property and equipment  (5,111)   (51,389)

Net cash used in investing activities (14,111)   (62,485)
Cash flows from financing activities     
Payment of line of credit (19,227)   —
Proceeds from line of credit 53,421   —
Payment of related party payable —   (42,626)
Debt issuance costs —   (25,969)
Proceeds from increase in PIMCO note payable 500,000   500,000

Net cash provided by financing activities  534,194   431,405 
Net decrease in cash (18,124)   (139,961)
Cash at beginning of period  51,016   360,323 
Cash at end of period $ 32,892  $ 220,362
     
Supplemental cash flow information:     
Cash paid for interest  $ 115,860  $ 199,689 

Non-cash investing and financing activities:     
Value of common shares issued as a loan fee  $ 50,000  $ — 
Distribution $ —  $ 100,000
Issuance of common stock in exchange for LLC interests $ —  $ 55,000
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XFit Brands, Inc. 

Notes to Condensed Consolidated Financial Statements (Unaudited) 
  
NOTE 1 - NATURE OF THE BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES 
  
History of the Company 
  
XFit Brands, Inc. (“XFit” or the “Company”) was incorporated on September 16, 2014 under the laws of the State of Nevada. The fiscal year of
the Company is June 30. XFit’s principal business activity is the design, development, and worldwide marketing and selling of functional
equipment, training gear, apparel and accessories for the impact sports market and fitness industry. Products are marketed and sold under the
“Throwdown®” brand name to gyms, fitness facilities and directly to consumers via an internet website and through third party catalogues
through a mix of independent distributors and licensees throughout the world. 
  
These financial statements represent the condensed consolidated financial statements of XFit and its wholly owned operating subsidiaries
Throwdown Industries Holdings, LLC (“Holdings”), Throwdown Holdings, LLC (“TDLLC”), and Throwdown Industries, Inc. (“TDINC”). On 
September 26, 2014, XFit entered into a Contribution and Exchange Agreement with TD Legacy, LLC (“TD Legacy”) and Holdings under 
which TD Legacy contributed all of its membership interest in Holdings to XFit in exchange for the issuance by XFit of 20,000,000 shares of
common stock to TD Legacy. The result of this transaction was that Holdings became a wholly owned subsidiary of XFit. 
  
Forward Stock Split 
  
On March 28, 2016, the Board of Directors approved a 1-for-5 forward split of its outstanding shares of common stock (and proportional
increase of its authorized common stock from 250 million shares to 1.25 billion shares) with a record date of April 14, 2016 and an effective
date of April 15, 2016. Prior to the split, the Company had 4,118,500 shares issued and outstanding and after the split, the Company had
20,592,500 shares issued and outstanding. All references in the unaudited condensed consolidated financial statements and notes to unaudited
condensed consolidated financial statements, numbers of shares, and share amounts have been retroactively restated to reflect the 1-for-5 
forward split, unless explicitly stated otherwise. 
  
Basis of presentation 
  
The accompanying condensed consolidated financial statements are unaudited, but in the opinion of management, reflect all adjustments
necessary to fairly state the Company’s financial position, results of operations, and cash flows as of and for the dates and periods presented.
The consolidated financial statements of the Company have been prepared in accordance with accounting principles generally accepted in the
United States of America (“GAAP”) for interim financial information. 
  
These unaudited condensed consolidated financial statements should be read in conjunction with the Company’s audited financial statements 
and footnotes as of and for the years ended June 30, 2015 and 2014, which were filed with the Company’s annual report form 10K on 
September 28, 2015. The results of operations for the nine months ended March 31, 2016 are not necessarily indicative of results that may be
expected for the year ending June 30, 2016, or for any other interim period. 
  
Basis of Consolidation 
  
The condensed consolidated financial statements include the accounts of XFit, Holdings and TDINC. All significant intercompany transactions
and balances have been eliminated in consolidation. 
  
Recent Accounting Pronouncements 
  
The Company has implemented all new accounting standards and does not believe that there are any other new accounting pronouncements that
have been issued that may have a material impact on the consolidated financial statements. 
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In April 2015, the Financial Accounting Standards Board (“FASB”) issued ASU 2015-03, Interest-Imputation of Interest: Simplifying the 
Presentation of Debt Issuance Costs (“ASU-2015-03”). ASU 2015-03 requires companies to present debt issuance costs as a direct deduction
from the carrying value of that debt liability. ASU 2015-03 is effective for fiscal years, and interim periods within those fiscal years, beginning
after December 15, 2015. Early adoption is allowed for financial statements that have not been previously issued. Entities would apply the new
guidance retrospectively to all prior periods (i.e., the balance sheet for each period is adjusted). The adoption of this standard is not expected to
have a material impact on the Company’s financial position, results of operations or cash flows. 
  
Income (Loss) per Share 
  
The basic loss per share is calculated by dividing the Company’s net loss available to common shareholders by the weighted average number of
common shares during the period. The diluted net loss per share is calculated by dividing the Company’s net income (loss) available to 
common shareholders by the diluted weighted average number of shares outstanding during the period. The diluted weighted average number
of shares outstanding is the basic weighted average number of shares adjusted for any potentially dilutive debt or equity. Diluted net loss per
share is the same as basic net loss per share due to the lack of dilutive items. As of March 31, 2016 and June 30, 2015, the Company had
2,311,945 and 2,263,060, respectively, of potential shares exercisable that are attributable to the PIMCO warrant, which have been excluded as
their effect is anti-dilutive. 
  
Use of Estimates 
  
Condensed consolidated financial statements prepared in accordance with GAAP require management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and
expenses during the reporting period. Among other things, management has estimated the collectability of its accounts receivable, the valuation
of long-lived assets, and equity instruments issued for financing. Actual results could differ from those estimates. 
  
Loan Discounts and Loan Fees 
  
The Company amortizes loan discounts over the term of the loan using the effective interest method. Costs associated with obtaining financing
are capitalized and amortized over the term of the related loans using the effective interest method. As of March 31, 2016 and June 30, 2015,
the Company had total gross debt issuance costs of $199,632 and $149,632, respectively. Accumulated amortization of the debt issuance costs
was $99,982 and $46,990 as of March 31, 2016 and December 31, 2015, respectively. 
  
Subsequent Events 
  
In accordance with ASC 855, the Company evaluated subsequent events through May 16, 2016, which was the date the consolidated financial
statements were available for issue. 
  
NOTE 2 - PROPERTY AND EQUIPMENT, NET 
  
Property and equipment consisted of the following at: 
  

  
Depreciation expense for the nine month periods ended March 31, 2016 and 2015 was $9,499 and $7,532, respectively. 
  

  

 March 31, 2016   June 30, 2015
 (Unaudited)   

Office furniture and equipment $ 51,794  $ 46,233
Warehouse equipment 15,254   13,254
Molds and dies 4,200   6,650
Total, cost 71,248   66,137
Accumulated Depreciation  (33,344)   (23,845)

Property and equipment, net $ 37,904  $ 42,292
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NOTE 3 - INTANGIBLE ASSETS, NET 
  
Intangible assets consisted of the following at: 
  

  
Amortization expense for the nine months ended March 31, 2016 and 2015 was $36,051 and $3,742, respectively. 
  
NOTE 4 - NOTE PAYABLE 
  
The note payable is comprised of the following at: 
  

  
On June 10, 2014, the Company entered into a Note Purchase Agreement with Pacific Investment Management Company (“PIMCO”) that 
authorized the issuance of up to $2,500,000. On June 12, 2014, the Company entered into a Senior Secured Note (“Note”) whereby the 
Company drew $1,500,000. The note bears interest at 14% and an effective interest rate of 21%. This Note is collateralized by all of the assets
of the Company. 
  
On February 6, 2015, the Company drew down an additional $500,000 of funds on the PIMCO Note Payable. Following the February 6, 2015
draw, the principal balance payable (including accrued interest added to the principal amount) on the PIMCO note was $2,044,300, and the
Company had an additional $500,000 available to draw on this loan facility. The full principal balance outstanding related to this note is due in
June 2017. 
  
The Note includes various covenants, including but not limited to, having annual audited financial statements within 90 days of the end of the
fiscal year. Effective March 31, 2016, the Company is in compliance with all covenants. 
  
In connection with the Note, the Company granted warrants to acquire up to 10% of the Company’s capital stock based on an aggregate 
enterprise fair market value of $15.0 million. The Company valued the warrants using the Black-Scholes option pricing model with the 
following variables: annual dividend yield of 0%; expected life of 10 years; risk free rate of return of 2.92%; and expected volatility of 0%. The
Company estimated the value of the warrants to be $377,480, which is recorded as a loan discount and is being amortized under the effective
interest method to interest expense over the term of the loan. 
  
On September 30, 2015, in consideration of the draw-down of the remaining $500,000 available on the PIMCO Note Payable, the Company
issued 50,000 shares of its common stock at a fair value of $50,000 as determined by the Company’s board of directors. This amount was 
recorded as a loan fee to be amortized over the remaining term of the PIMCO Note Payable. 
  
On October 20, 2015, the Company drew the remaining $500,000 available under its delayed draw note facility with PIMCO to increase the
principal amount under this note (including the accrued interest added to the principal amount) to $2,620,098. A replacement note was issued
on this date to reflect the note increase. 
  
During the nine month periods ended March 31, 2016 and 2015, the Company amortized $142,696 and $106,700, respectively, of the loan fees
and discount which is recorded as a component of interest expense on the consolidated statements of operations. 
  

  

 March 31, 2016   June 30, 2015
 (Unaudited)   

Transformations exercise fitness program $ 62,500  $ 62,500
Trademark and patent 7,811   4,396
Computer software 5,584   —
Total, cost 75,895   66,896
Accumulated amortization  (50,683)   (14,632)

Intangible assets, net $ 25,212  $ 52,264

 March 31, 2016   June 30, 2015
 (Unaudited)   

Note payable $ 2,620,098  $ 2,085,128
Add: accrued interest added to note principal 58,970   —
Less: unamortized loan discount (187,362)   (277,070)
Less: unamortized debt issuance costs (99,650)   (102,641)

Total note payable, net $ 2,392,056  $ 1,705,417
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NOTE 5 - BANK LINE OF CREDIT 
  
On July 24, 2015, the Company entered into an unsecured line of credit with Wells Fargo Bank for up to $35,000. The line of credit bears
interest at prime plus 4% and is personally guaranteed by the Company’s chief executive officer. As of September 30, 2015, the balance 
payable on the line of credit was $19,224, which amount was repaid on October 23, 2015. After October 23, 2015, the Company renewed the
line of credit and borrowed an additional $34,197. This line of credit has an unpaid balance of $34,194 as of March 31, 2016. 
  
NOTE 6 - RELATED PARTY TRANSACTIONS 
  
Related Party Payable 
  
As of March 31, 2016 and June 30, 2015, the Company had $95,620 of salaries and bonuses payable to four of its officers and membership
interest holders. These bonuses were to cover income taxes relating to bonuses issued during 2009 and current salaries payable. 
  
NOTE 7 - STOCKHOLDERS’ DEFICIT 
  
On July 1, 2015, the Company issued 75,000 shares of its common stock valued at $75,000 to an employee as a signing bonus. 
  
On July 15, 2015, the board of directors approved the issuance of 317,500 stock options to employees to be utilized on a performance and
retention basis. 
  
On September 30, 2015, the Company issued 50,000 shares of its common stock valued by the Company’s board of directors at $50,000 to
PIMCO as a loan fee in consideration of the additional $500,000 draw-down on the PIMCO Note Payable that was funded on October 20, 2015.
(See Note 4-Note Payable). 
  
On November 17, 2015, the Company issued options to purchase 215,000 shares of stock to six employees for services rendered. (See Note 8-
Commitments and Contingencies-Stock Incentive Plan) 
  
On February 23, 2016, the Company issued 50,000 shares of common stock to an employee and 50,000 shares of common stock to a consultant
as part of their former agreements with XFit Brands. The shares were valued at $60,000. 
  
NOTE 8 - COMMITMENTS AND CONTINGENCIES 
  
Lease Commitments 
  
In June 2015, the Company entered into a lease agreement for approximately 25,788 square feet of warehouse and office space under a 38
month operating lease that commenced on October 1, 2015 and expires on October 31, 2018. The lease has monthly payments starting at $8,252
for the period October 1, 2015 through February 28, 2016. Thereafter, monthly payments range from $16,504 to $17,509 over the term of the
lease. The Company previously leased office and warehouse facilities under a lease which expired on November 30, 2015 pursuant to which it
paid $4,865 per month which included operating expenses, insurance and property taxes. 
  
In June 2015, the Company entered into a sublease of a portion of the premises for the period October 1, 2015 through August 31, 2016, at a
monthly rental rate of $5,000 plus a pro-rata portion of the utilities. 
  
Rent expense for the nine month periods ended March 31, 2016 and 2015, were $119,303 and $44,565, respectively. 
  
Litigation 
  
From time-to-time, the Company is subject to various litigation and other claims in the normal course of business. The Company establishes
liabilities in connection with legal actions that management deems to be probable and estimable. No amounts have been accrued in the
condensed consolidated financial statements with respect to any matters. 
  
Stock Incentive Plan 
  
On October 21, 2014, the Board of Directors and the Company’s sole stockholder adopted the 2014 Stock Incentive Plan. The purpose of the
2014 Stock Incentive Plan is to advance the best interests of the Company by providing those persons who have a substantial responsibility for
management and growth of the Company with additional incentive and by increasing their proprietary interest in the success of the Company,
thereby encouraging them to maintain their relationships with the Company. Further, the availability and offering of stock options and common
stock under the plan supports and increases the Company’s ability to attract and retain individuals of exceptional talent upon whom, in large
measure, the sustained progress, growth and profitability which the Company depends. The total number of shares available for the grant of
either stock options or compensation stock under the plan is 3,000,000 shares of common stock, subject to adjustment. The Board of Directors
administers the plan and has full power to grant stock options. 
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On November 17, 2015, the Company issued 215,000 aggregate stock options to six employees. The value of the shares issued was determined
to be $433 utilizing the Black-Scholes valuation model based on stock value of $1.00 at the date of issuance, a 5 year life of the options, a
discount rate of 1.73%, and a zero percent stock volatility rate. The value of the stock options was $433 and was recorded as stock based
compensation expense during the nine months ended March 31, 2016. 
  
At March 31, 2016, the Company had not issued any shares under the plan and had granted options to purchase 215,000 shares under the plan. 
  
Equity Purchase Agreement 
  
On December 17, 2014, the Company entered into an Equity Purchase Agreement with Kodiak Capital LLC. The Equity Purchase Agreement 
provides the Company with financing whereby the Company can issue and sell to Kodiak, from time to time, shares of common stock (the “Put 
Shares”) up to an aggregate purchase price of $5.0 million (the “Maximum Commitment Amount”) during the commitment period. The
commitment period is defined as the period beginning on the trading day immediately following the effectiveness of the registration statement
and ending December 31, 2016. In addition, in no event shall Kodiak be entitled to purchase that number of Put Shares which when added to
the sum of the number of shares of common stock already beneficially owned by Kodiak would exceed 9.99% of the number of shares of
common stock outstanding on the applicable closing date. 
  
The Equity Purchase Agreement will terminate when any of the following events occur: (i) Kodiak has purchased an aggregate of $5.0 million
of the Company’s common stock, (ii) on December 31, 2016 or (iii) upon written notice from the Company to Kodiak. 
  
Registration Rights Agreement 
  
On December 17, 2014, the Company entered into a registration rights agreement with Kodiak Capital, LLC under which the Company is
obligated to register the shares to be acquired by Kodiak pursuant to that certain Equity Purchase Agreement dated December 17, 2014, under
which Kodiak agreed to purchase up to $5 million of XFit common stock, subject to certain conditions. 
  
Asset Purchase Agreement 
  
On February 26, 2015, the Company entered into an Asset Purchase Agreement to acquire the exclusive rights, title, and interest in the
Transformations exercise and fitness program. The purchase price was $62,500 which comprised of a $7,500 cash payment and fifty-five 
thousand (55,000) shares of the Company’s common stock that was valued at $55,000. The agreement also had a performance based earn out
for a period of eighteen (18) months that is based on fifty percent (50%) of all programming services gross revenues derived from the
Transformations program, up to a maximum earn out of $187,500. The earn out is payable in tranches and none of the tranches were met as of
March 31, 2016. 
  
Vendor Credit Agreements 
  
On June 18 2015, the Company entered into a Stock Purchase Agreement with Ever Blooming Industrial Limited, whereby the Company issued
100,000 shares of its common stock at $1.00 per share. The purchase price is in the form of a manufacturing credit totaling $100,000 to use for
future inventory purchases (the “Vendor Credit”). The Company can use all or part of the Vendor Credit over the next 12 months until the
Vendor Credit is exhausted. As of March 31, 2016 and June 30, 2015, the Company had $0 and $100,000, respectively, of Vendor Credit
included in prepaid expenses on the condensed consolidated balance sheets. 
  
On June 26 2015, the Company entered into a Stock Purchase Agreement with Yayu General Machinery Co., LTD, whereby the Company
issued 200,000 shares of its common stock at $1.00 per share. The purchase price is in the form of a manufacturing credit of $200,000 to use for
future inventory purchases (the “Vendor Credit”). The Company can use all or part of the Vendor Credit over the next 12 months until the
Vendor Credit is exhausted. As of March 31, 2016 and June 30, 2015, the Company had $143,376 and $200,000, respectively, of Vendor Credit
included in prepaid expenses in the condensed consolidated balance sheets. 
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NOTE 9 - SUBSEQUENT EVENTS 
  
On April 15, 2016, we effectuated a 1-for-5 forward stock split of our common stock, or the Stock Split and a proportional increase in our
authorized common stock. As a result of the Stock Split, every one share of our pre-Stock Split common stock was reclassified into five shares 
of our common stock, see comment in Note 1 above. 
  
On May 3, 2016, the Company entered into a Securities Purchase Agreement (“SPA”) with a single accredited investor (“Investor”) under 
which it issued and sold to Investor a promissory note in the principal amount of $125,000 (the “Note”). The Note has a maturity date of 
December 31, 2016 and an original issue discount of $20,000. In addition, the Company agreed to pay Investor’s expenses in connection with 
the SPA and issuance of the Note. Accordingly, the Company received net proceeds from Investor of $100,000, which proceeds were used for
investor relation services. 
  
So long as the Note is outstanding, upon any issuance by us of any security with any term more favorable to the holder of such security or with
a term in favor of the holder of such security that was not similarly provided to Investor in the Note or the Securities Purchase Agreement, then
we will notify Investor of such additional or more favorable term and such term, at Investor’s option, shall become a part of the Note and/or 
Securities Purchase Agreement. The types of terms contained in another security that may be more favorable to the holder of such security
include, but are not limited to, terms interest rates, and original issue discounts. 
  
Interest shall not accrue on the unpaid principal balance of this Note unless an Event of Default occurs. Upon the occurrence of an Event of
Default, the outstanding balance of this Note shall bear interest at the lesser of the rate of fifteen percent (15%) per annum or the maximum rate
permitted by applicable law. The Note has a prepayment deadline of November 3, 2016. Events of Default under the Note include failure to pay
any amounts when due, including on the prepayment deadline, breach of covenants or representations and warranties or upon voluntary
bankruptcy or insolvency proceedings. 
  
At any time following the occurrence of an Event of Default, Investor may, by written notice to us, declare all unpaid principal, plus all accrued
interest and other amounts due hereunder to be immediately due and payable at an amount equal to 125% of the outstanding principal amount
of the Note at the time of the default (“Mandatory Default Amount”); provided, however, that for an Event of Default for failure to pay the Note
in full on the Prepayment Deadline, Investor will not accelerate the Note unless we fail to pay the Mandatory Default Amount (plus all accrued
interest from and after the Event of Default) on the Maturity Date. 
  

  

 11

Page 13 of 28Submission Proof - D:\Dropbox (SEC Compliance)\2016 OPERATIONS\2016 EDGAR\05_May\XF...

5/21/2016file://D:\Dropbox (SEC Compliance)\2016 OPERATIONS\2016 EDGAR\05_May\XFIT BRANDS, INC...



  
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 
  
FORWARD-LOOKING INFORMATION 
  
The following information should be read in conjunction with XFit Brands, Inc. and its subsidiaries (“we”, “us”, “our”, or the “Company”) 
condensed consolidated unaudited financial statements and the notes thereto contained elsewhere in this report. Information in this Item 2,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and elsewhere in this Form 10-Q that does not 
consist of historical facts, are “forward-looking statements.” Statements accompanied or qualified by, or containing words such as “may,”
“will,” “should,” “believes,” “expects,” “intends,” “plans,” “projects,” “estimates,” “predicts,” “potential,” “outlook,” “forecast,” “anticipates,”
“presume,” and “assume” constitute forward-looking statements, and as such, are not a guarantee of future performance. 
  
Forward-looking statements are subject to risks and uncertainties, certain of which are beyond our control. Actual results could differ materially
from those anticipated as a result of the factors described in the “Risk Factors” and detailed in our other Securities and Exchange Commission 
filings. Risks and uncertainties can include, among others, fluctuations in general business cycles and changing economic conditions; changing
product demand and industry capacity; increased competition and pricing pressures; and advances in technology that can reduce the demand for
the Company’s products. Consequently, investors should not place undue reliance on forward-looking statements as predictive of future results. 
  
Because of these risks and uncertainties, the forward-looking events and circumstances discussed in this report or incorporated by reference
might not transpire. Factors that cause actual results or conditions to differ from those anticipated by these and other forward-looking 
statements include those more fully described elsewhere in this report and in the “Risk Factors” section of our Annual Report on Form 10-K for 
the year ended June, 30, 2015. 
  
The Company disclaims any obligation to update the forward-looking statements in this report. 
  
Overview 
  
XFit Brands, Inc. was incorporated in September 2014 under the laws of the State of Nevada. As used herein, the terms “we,” “us,” “XFIT,”
and the “Company” refer to XFit Brands, Inc. and its predecessors, subsidiaries, and affiliates, collectively, unless the context indicates
otherwise. Our fiscal year end is June 30. Our principal office address is 25731 Commercentre Drive, Lake Forest, CA 92630. Our telephone
number is (949) 916-9680. As of May 16, 2016, we had 8 employees. 
  
Our principal business activity is the design, development, and worldwide marketing and selling of functional equipment, training gear, apparel,
and accessories for the impact sports market and fitness industry. Our products are marketed and sold under our Throwdown®, XFit Brands®, 
and Transformations™ brand names to gyms, fitness facilities, and directly to consumers via our internet website and through third party
catalogues (which we refer to as our “Direct to Consumer” operations) through a mix of independent distributors and licensees throughout the
world. All of our products are manufactured by independent contractors. Our equipment and apparel products are produced both in the United
States and abroad. 
  
We are an “emerging growth company” within the meaning of the federal securities laws. For as long as we are an emerging growth company,
we will not be required to comply with the requirements that are applicable to other public companies that are not “emerging growth 
companies,” including, but not limited to, not being required to comply with the auditor attestation requirements of Section 404 of the
Sarbanes-Oxley Act, the reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements, and the
exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and shareholder approval of any golden
parachute payments not previously approved. We intend to take advantage of these reporting exemptions until we are no longer an emerging
growth company. 
  
Results of Operations 
  
For the next twelve months, our current operating plan is focused on the development and sale of training and competition cages, training and
protective gear for the Mixed Martial Arts (“MMA”), fitness, training, and exercise industry. 
  
Our long term growth strategy includes expanding our presence in the fitness, training, and exercise community; leveraging our MMA core
credibility and heritage; developing strategic alliances; and acquiring other companies in the fitness, training, and exercise industry to leverage
our asset base, manufacturing infrastructure, market presence, and experienced personnel. 
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As is discussed further in the Liquidity and Capital Resources section below, we have limited funds to support our operations. Our continuation
as a going concern subsequent to the year ended June 30, 2015 is dependent on our ability to obtain additional financing to fund the continued
operation of our business model for a long enough period to achieve profitable operations. Based on our current business plan, we currently
estimate we will need up to an additional $643,000 of financing to execute our business plan over the next twelve months. There can be no
assurance, however, that such financing will be available or, if it is available, that we will be able to structure such financing on terms
acceptable to us and that it will be sufficient to fund our cash requirements until we can reach a level of profitable operations and positive cash
flows. If we are unable to obtain the financing necessary to support our operations, we may be unable to continue as a going concern. 
  
Three months ended March 31, 2016 Compared to the Three Months Ended March 31, 2015 
  
Our revenue, operating expenses, and net loss from operations for the three month period ended March 31, 2016 as compared to the three
month period ended March 31, 2015 are set forth below. 
  

  
Revenues. Revenues consist of product sales and royalties. Total revenues for the three months ended March 31, 2016 were $681,431, an
increase of $92,105, or 15.6%, from $589,326 of total revenues for the three months ended March 31, 2015. Product sales increased $154,605,
or 29.3%, to $681,431 for the three months ended March 31, 2016 from $526,826 for the three months ended March 31, 2015. The increase in
product sales is attributable to increased selling efforts and momentum during the three months ended March 31, 2016. Royalties from
international distributors were none and $62,500 for the three months ended March 31, 2016 and 2015, respectively. The decrease in royalties is
attributable to a lack of royalties from our Brazilian partner due to the current economic climate in Brazil. 
  
Cost of Revenues. Total cost of revenues for the three months ended March 31, 2016 were $376,140, a decrease of $688, or 0.2%, from
$376,828 for the three months ended March 31, 2015. Cost of product sales during the three months ended March 31, 2016 were 55.2% as
compared to 71.5% during the three months ended March 31, 2015. 
  
Gross Profit. Gross profit increased $92,793 to $305,291 for the three months ended March 31, 2016, from a gross profit of $212,498 for the
three months ended March 31, 2015. The increase in gross profit reflects the decrease in product cost of sales during the three months ended
March 31, 2016. During the three months ended March 31, 2016, we realized a 44.8% gross profit on our product sales as compared to a 28.5%
gross profit on product sales during the three months ended March 31, 2015. 
  

  

 Three Months Ended March 31:    
% Change
Increase

 2016 2015 Change   (Decrease)
REVENUES    

Product sales $ 681,431 $ 526,826 $ 154,605  29.3%
Royalties — 62,500 (62,500)  (100.0)%

Net revenues 681,431 589,326 92,105  15.6%
COST OF REVENUES  376,140  376,828  (688)  (0.2)%
Gross profit 305,291 212,498 92,793  43.7%
OPERATING EXPENSES:    

General and administrative 437,403 310,142 127,261  41.0%
Sales and marketing 88,305 126,124 (37,819)  (30.0)%

Total operating expenses  525,708  436,266  89,442  20.5%
Loss from operations (220,417) (223,768) 3,351  1.5%
Interest expense  (147,974)  (107,007)  (40,967)  (38.3)%
Net loss $ (368,391) $ (330,775) $ (37,616)  11.4%
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General and Administrative Expenses. General and administrative expenses increased by $127,261, or 41.0%, to $437,403 for the three
months ended March 31, 2016 from $310,142 for the three months ended March 31, 2015. General and administrative expenses for the three
months ended March 31, 2016 are comprised of salaries and wages of $110,431, professional fees of $48,604, office expenses of $940,
insurance of $34,745, rent of $51,366, travel of $20,495, stock-based compensation of $60,000, SEC financial reporting expenses of $66,531,
and other of $44,291. General and administrative expenses for the three months ended March 31, 2015 are comprised of salaries and wages of
$62,130, professional fees of $45,001, office expenses of $6,173, insurance of $15,514, rent of $15,182, travel of $9,638, SEC registration
expenses, (including accounting, legal, audit and filing fees) of $92,942, and other of $63,562. The increase in general and administrative
expenses during the three months ended March 31, 2016 is comprised of an increase in salaries and wages of $48,301, an increase in
professional fees of $3,603, a decrease in office expenses of $5,233, an increases in insurance expense of $19,231 an increase of $36,184 of rent
expense, an increase in travel of $10,857, an increase in stock based compensation of $60,000, a decrease in SEC expenses of $26,411, and a
$19,271 decrease in other general and administrative expenses. The overall increase in general and administrative expenses is attributable to an
increase in salary and wages, increased rent, an increase in travel, decreased expenses for SEC registration fees, and a decrease in other general
and administrative expenses. 
  
Sales and Marketing Expense. Sales and marketing expense decreased $37,819, or 30.0%, to $88,305 for the three months ended March 31,
2016 from $126,124 for the three months ended March 31, 2015. This decrease in sales and marketing expenses is primarily due to shifting a
major trade show from the spring to the fall, with a net 29.3% increase in our product sales during the three months ended March 31, 2016 and
cost reductions. 
  
Interest Expense. Interest expense increased by $40,967 to $147,974 for the three months ended March 31, 2016 from $107,007 for the three
months ended March 31, 2015. The increase is largely due to the increased interest expense on the increased balance of the delayed draw note
with the PIMCO Fund during the three months ended March 31, 2016 and the amortization of loan discounts and loan fees. 
  
Net Loss. Net loss increased by $37,616 or 11.4% to a net loss of $368,391 for the three months ended March 31, 2016 from a net loss of
$330,775 for the three months ended March 31, 2015. This increase in our net loss is primarily attributable to the increased operating expenses
which was offset by our increased revenues, as discussed above. 
  
Nine months ended March 31, 2016 Compared to the Nine Months Ended March 31, 2015 
  
Our revenue, operating expenses, and net loss from operations for the nine month period ended March 31, 2016 as compared to the nine month
period ended March 31, 2015 are set forth below. 
  

  
Revenues. Total revenues for the nine months ended March 31, 2016 were $1,829,362, an increase of $336,274, or 22.5%, from $1,493,088 of
total revenues for the nine months ended March 31, 2015. Product sales increased $513,801, or 39.5 %, to $1,813,949 for the nine months
ended March 31, 2016 from $1,300,148 for the nine months ended March 31, 2015. The increase in product sales is attributable to the active
sales and marketing program launched during 2015. Royalties from international distributors were $15,413, a decrease by $177,527 for the nine
months ended March 31, 2016, as compared to $192,940 of royalties for the nine months ended March 31, 2015. The decrease in royalties is
attributable to the economic downturn in Brazil which severely impeded our Brazilian partner to sell product and pay royalties. 
  

  

 Nine Months Ended March 31:    
% Change
Increase

 2016 2015 Change   (Decrease)
REVENUES:    

Product sales $ 1, 813,949 $ 1,300,148 $ 513,801  39.5%
Royalties  15,413  192,940  (177,527)  (92.0)%

NET REVENUES 1,829,362 1,493,088 336,274  22.5%
COST OF REVENUES 1,021,471 982,587 38,884  4.0%
Gross profit  807,891  510,501  297,390  58.3%
OPERATING EXPENSES:    

General and administrative 1,284,908 1,187,497 97,411  8.2%
Sales and marketing  262,501  227,845  34,656  15.2%

Total operating expenses 1,547,409 1,415,342 132,067  9.3%
Loss from operations (739,518) (904,841) (165,323)  (18.3)%
Interest expense (406,530) (278,918) 127,612  (45.8)%
Other income  —  14,758  (14,758)  (100.0)%
Net loss  $ (1,146,048)  $ (1,169,001)  $ (22,953)  (2.0)%
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Cost of Revenues. Total cost of revenues for the nine months ended March 31, 2016 were $1,021,471, an increase of $38,884, or 4.0%, from
$982,587 for the nine months ended March 31, 2015. Cost of product sales during the nine months ended March 31, 2016 were 56.3% as
compared to 75.6% during the nine months ended March 31, 2015. The increase in costs of revenues is attributable to the increased product and
the improved product cost of sales percentages during the nine months ended March 31, 2016. The decrease in product cost of sales is largely
attributable to the Company’s transition from U.S. manufacturing to Chinese manufacturing. Due to the increased sales volume, we were also
able to leverage on purchasing power and materials management efficiencies. 
 
Gross Profit. Gross profit increased $297,390 to $807,891 for the nine months ended March 31, 2016, from a gross profit of $510,501 for the
nine months ended March 31, 2015. The increase in gross profit reflects the increase in product sales and the improved gross profit margin on
product sales during the nine months ended March 31, 2016. During the nine months ended March 31, 2016, we realized a 44.2% gross profit
on our product sales as compared to a 24.4% gross profit realized on product sales during the nine months ended March 31, 2015. 
  
General and Administrative Expenses. General and administrative expenses increased by $97,411, or 8.2%, to $1,284,908 for the nine months
ended March 31, 2016 from $1,187,497 for the nine months ended March 31, 2015. General and administrative expenses for the nine months
ended March 31, 2016 are comprised of salaries and wages of $329,446, professional fees of $200,470, office expenses of $2,692, insurance of
$82,197, rent of $119,303, SEC financial reporting expenses, (including accounting, legal, audit and edgar/XBRL filing service fees) of
$229,749, travel of $44,199, stock based compensation of $135,433, and other of $141,419. General and administrative expenses for the nine
months ended March 31, 2015 are comprised of salaries and wages of $208,203, professional fees of $146,537, insurance of $36,781, rent of
$44,565, office expenses of $14,891, capital commitment fee of $197,314, travel of $39,083, expenses associated with our initial public
offering of $384,766, and other of $115,357. The increase in general and administrative expenses during the nine months ended March 31, 2016
is comprised of an increase in salaries and wages of $121,243, an increase of $53,933 in professional fees, a decrease in SEC financial reporting
expenses of $155,017, a decrease in office expenses of $12,199, a decrease in capital commitment fee of $197,314, an increase of $45,416 in
insurance expense, an increase of $74,738 in rent expense, an increase in travel of $5,116, an increase in stock based compensation of
$135,433, and a net $26,062 increase in other general and administrative expenses. The overall increase in general and administrative expenses
is attributable to increased expenses for professional fees relating to the audit, accounting, legal fees, an increase in salaries and wages,
professional fees, insurance, rent, stock based compensation and other administrative costs, offset by a decrease in capital commitment fees
associated with the initial public offering of our securities. 
  
Sales and Marketing Expense. Sales and marketing expense increased $34,656, or 15.2%, to $262,501 for the nine months ended March 31,
2016 from $227,845 for the nine months ended March 31, 2015. This increase in sales and marketing expenses is attributable to increased sales
and marketing personnel that were employed during the nine months ended March 31, 2016 and increased sales commissions due to a 39.5%
increase in product sales. 
  
Interest Expense. Interest expense increased by $127,612 to $406,530 for the nine months ended March 31, 2016 from $278,918 for the nine
months ended March 31, 2015. The increase is largely due to the increased interest expense on the delayed draw note with the PIMCO Fund
during the nine months ended March 31, 2016 and the amortization of $142,696 of loan fees and discounts during the nine months ended March
31, 2016 compared to the $106,700 of amortization in the nine months ending March 31, 2015. 
  
Other Income. During the nine months ended March 31, 2015, we realized $14,758 of other income while during the nine months ended March
31, 2016 we did not realize comparable other income. 
  
Net Loss. Net loss decreased by $22,953 or 2.0% to a net loss of $1,146,048 for the nine months ended March 31, 2016 from net loss of
$1,169,001 for the nine months ended March 31, 2015. This decrease in our net loss is primarily attributable to the increased revenues offset by
our increased expenses, as discussed above. 
  
Liquidity and Capital Resources 
  
Our consolidated financial statements have been presented on the basis that we are a going concern, which contemplates the realization of
assets and satisfaction of liabilities in the normal course of business. As presented in the condensed consolidated financial statements, we
incurred a net loss of $1,146,048 during the nine months ended March 31, 2016, and losses are expected to continue in the near term. The
accumulated deficit since inception is $7,156,532 at March 31, 2016. These losses may reduce future income taxes, as applicable. We have
been funding our operations through private loans and the sale of equity interests in private placement transactions. See our discussion of our
Credit Facility with PIMCO and our Equity Purchase Agreement with Kodiak Capital below. Our cash resources are insufficient to meet our
planned business objectives without additional financing. The accompanying condensed consolidated financial statements do not include any
adjustments to reflect the possible future effects on the recoverability and classification of assets or the amounts and classification of liabilities
that may result from the possible inability of our company to continue as a going concern. 
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Management anticipates that significant additional expenditures will be necessary to further develop our product lines and licensing
relationships to expand product sales and royalty revenues before significant positive operating cash flows can be achieved. Our ability to
continue as a going concern is dependent upon our ability to raise additional capital and to ultimately achieve sustainable revenues and
profitable operations. At March 31, 2016, we had $32,892 of cash on hand. We anticipate that our existing cash and cash equivalents, together
with our cash from operating activities will not be sufficient to fund operations and expected growth through at least the next twelve months.
These funds are insufficient to complete our business plan and as a consequence, we will need to seek additional funds, primarily through the
issuance of debt or equity securities for cash to operate our business. No assurance can be given that any future financing will be available or, if
available, that it will be on terms that are satisfactory to us. Even if we are able to obtain additional financing, it may contain undue restrictions
on our operations, in the case of debt financing or cause substantial dilution for our stock holders, in case of equity financing. 
  
Management has undertaken steps as part of a plan to improve operations with the goal of sustaining our operations for the next twelve months
and beyond. These steps include (a) raising additional capital and/or obtaining financing; (b) executing contracts with international licensees;
and (c) controlling overhead and expenses. There can be no assurance that we can successfully accomplish these steps and it is uncertain that
we will achieve a profitable level of operations and obtain additional financing. There can be no assurance that any additional financing will be
available to us on satisfactory terms and conditions, if at all. 
  
In the event we are unable to continue as a going concern, we may elect or be required to seek protection from our creditors by filing a
voluntary petition in bankruptcy or may be subject to an involuntary petition in bankruptcy. To date, management has not considered this
alternative, nor does management view it as a likely occurrence. 
  
The success of our ability to continue as a going concern is dependent upon obtaining new customers for our products and new licensees to
generate royalty revenues, and maintaining a break even or profitable level of operations. We have incurred operating losses since inception,
and this is likely to continue in the near future. We believe that we are able to fund our immediate operations, working capital requirements, and
debt service requirements with existing working capital, cash flows generated from operations, and if available, under our equity purchase
agreement with Kodiak. 
  
Our financial requirements will be dependent upon the financial support through credit facilities and additional sales of our equity securities.
There can be no assurance, however, that such financing will be available or, if it is available, that we will be able to structure such financing on
terms acceptable to us and that it will be sufficient to fund our cash requirements until we can reach a level of profitable operations and positive
cash flows. If we are unable to obtain the financing necessary to support our operations, we may be unable to continue as a going concern. We
currently have no firm commitments for any additional capital. 
  
The downturn in the United States stock and debt markets could make it more difficult to obtain financing through the issuance of equity or
debt securities. Even if we are able to raise the funds required, it is possible that we could incur unexpected costs and expenses, fail to collect
significant amounts owed to us, or experience unexpected cash requirements that would force us to seek alternative financing. Further, if we
issue additional equity or debt securities, stockholders may experience additional dilution or the new equity securities may have rights,
preferences or privileges senior to those of existing holders of our shares of common stock or the debt securities may cause us to be subject to
restrictive covenants. If additional financing is not available or is not available on acceptable terms, we may have to curtail our operations. 
  
Cash, total current assets, total assets, total current liabilities and total liabilities as of March 31, 2016 and June 30, 2015, were as follows: 

  

  

  

 March 31, 2016 June 30, 2015
Cash $ 32,892 $ 51,016
Total current assets $ 703,481 $ 721,703
Total assets $ 790,063 $ 843,739
Total current liabilities $ 1,049,625 $ 829,332
Total liabilities $ 3,441,681 $ 2,534,749
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At March 31, 2016, we had a working capital deficit of $346,144 compared to a working capital deficit of $107,629 at June 30, 2015. Current
liabilities increased to $1,049,625 at March 31, 2016 from $829,332 at June 30, 2015, primarily as a result of increases in accounts payable and
the bank line of credit, offset by the decrease in customer deposits. 
  
Our operating activities used net cash of $538,207 for the nine months ended March 31, 2016 compared to net cash used in operations of
$508,881 for the nine months ended March 31, 2015. The net cash used in operations for the nine months ended March 31, 2016, reflects a net
loss of $1,146,048, decreased by $323,680 in non-cash charges and by $284,161 net increase in the working capital accounts. The net cash used
in operations for the nine months ended March 31, 2015 reflects a net loss of $1,169,001, decreased by $350,558 in non-cash charges and by 
$309,562 net increase in the working capital accounts. 
  
Our net cash used in investing activities was $14,111 for the nine months ended March 31, 2016, comprised of $9,000 of intangible asset
acquisitions and $5,111 of equipment acquisitions. Our cash used in investing activities for the nine months ended March 31, 2015, was
$62,485 that included $51,389 in purchases of equipment and $11,096 of intangible asset acquisition costs. 
  
Our net cash provided by financing activities for the nine months ended March 31, 2016 was $534,194, which consisted of $500,000 in cash
proceeds from our October 2015 draw-down on the PIMCO Note Payable, $53,421 in proceeds from the Well Fargo Bank line of credit, offset
by payment of $19,227 on the Wells Fargo Bank line of credit. Our net cash provided by financing activities for the nine months ended March
31, 2015 was $431,405 resulting primarily from $500,000 in proceeds from the PIMCO delayed draw note facility. This amount was offset by
$42,626 of payment of related party payable and $25,969 of debt issuance costs. 
  
Credit Facility 
  
On June 10, 2014, we entered into a Note Purchase Agreement (“Agreement”) with PIMCO Funds: Private Account Portfolio Series: PIMCO 
High Yield Portfolio, a separate investment portfolio of PIMCO Funds, a Massachusetts business trust (“PIMCO”) that authorized the issuance 
of up to $2,500,000. On June 12, 2014, we entered into a Senior Secured Note (“Note”) whereby we drew $1,500,000. The note bears interest at 
14% and matures on June 12, 2017. Interest in payable monthly in arrears, provided that if no event of default has occurred, Obligor can elect to
pay cash interest on each payment date at 9%, with the additional unpaid interest due on such dates added to the principal balance, The note
bears an effective interest rate of 21%. This Note is collateralized by all of our assets. The Note includes various covenants, including but not
limited to, having annual audited financial statements within 90 days of the end of the fiscal year. 
  
On February 6, 2015, we drew an additional $500,000 under this facility to increase the principal amount payable (including the accrued
interest added to the principal amount) under this note to $2,044,300 and on October 20, 2015, we drew the remaining $500,000 available under
this facility to increase the amount payable under this note (with accrued interest) to $2,620,098 as of October 20, 2015. We issued 50,000
shares of our common stock to PIMCO as a loan fee in consideration of the October 2015 draw down. A replacement note was issued on each
draw down date to reflect the note increase. 
  
Equity Purchase Agreement with Kodiak Capital LLC 
  
On December 17, 2014, we entered into an Equity Purchase Agreement (“Equity Purchase Agreement”) with Kodiak Capital LLC. The Equity
Purchase Agreement provides us with a financing (the “Financing” ) whereby the registrant can issue and sell to Kodiak, from time to time,
shares of our common stock (the “Put Shares” ) up to an aggregate purchase price of $5.0 million (the “Maximum Commitment Amount”) 
during the Commitment Period (as defined below). Under the terms of the Equity Purchase Agreement, we have the right to deliver from time
to time a Put Notice to Kodiak stating the dollar amount of Put Shares (up to $500,000 under any individual Put Notice) that we intend to sell to
Kodiak with the price per share based on the following formula: seventy-five percent (75%) of the lowest closing bid price of our common
stock during the period beginning on the date of the Put Notice and ending five (5) days thereafter. Under the Equity Purchase Agreement, we
may not deliver the Put Notice until after the resale of the Put Shares has been registered pursuant to a registration statement filed with the
Securities and Exchange Commission. Additionally, provided that the Equity Purchase Agreement does not terminate earlier, during the period
beginning on March 24, 2016 (the trading day immediately following the effectiveness of the registration statement) and ending December 31,
2016, we may deliver the Put Notice or Notices (up to the Maximum Commitment Amount) to Kodiak (the “Commitment Period”). In addition, 
in no event shall Kodiak be entitled to purchase that number of Put Shares which when added to the sum of the number of shares of common
stock already beneficially owned by Kodiak would exceed 9.99% of the number of shares of common stock outstanding on the applicable
closing date. 
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The Equity Purchase Agreement also provides that we are not entitled to deliver a Put Notice, and Kodiak shall not be obligated to purchase any
Put Shares, unless each of the following conditions are satisfied: (i) a registration statement has been declared effective and remains effective
for the resale of the Put Shares until the closing with respect to the subject Put Notice; (ii) at all times during the period beginning on the date of
the Put Notice and ending on the date of the related closing, our common stock has been listed on the Principal Market as defined in the Equity
Purchase Agreement (which includes, among others, the Over-the-Counter Bulletin Board and the OTC Market Group’s OTC Link quotation 
system) and shall not have been suspended from trading thereon; (iii) we have complied with its obligations and is otherwise not in breach of or
in default under the Equity Purchase Agreement, the Registration Rights Agreement or any other agreement executed in connection therewith;
(iv) no injunction has been issued and remains in force, and no action has been commenced by a governmental authority which has not been
stayed or abandoned, prohibiting the purchase or the issuance of the Put Shares; and (v) the issuance of the Put Shares will not violate any
shareholder approval requirements of the market or exchange on which our common stock are principally listed. 
  
The Equity Purchase Agreement will terminate when any of the following events occur: (i) Kodiak has purchased an aggregate of $5.0 million
of our common stock, (ii) on December 31, 2016 or (iii) upon written notice from us to Kodiak. 
  
The proceeds from the agreement with Kodiak would primarily be used for working capital and general corporate purposes. However, Kodiak
is not required to provide funding until certain conditions are met, as described above. The registration statement for the resale of the Put Shares
was declared effective by the SEC on March 23, 2016 and we are currenlty in compliance with the other conditions set forth above. However,
we must remain in compliance with these conditions before Kodiak will be required to provide funding. There can be no assurance that we will
remain in compliance with the requisite conditions under which Kodiak will be required to provide the equity capital. 
  
Off-Balance Sheet Arrangements 
  
We do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our financial
condition, changes in financial condition, revenues. 
  
Item 3. Quantitative and Qualitative Disclosures About Market Risk 
  
As a “smaller reporting company” as defined by Item 10 of Regulation S-K, we are not required to provide information required by this item. 
  
Item 4. Controls and Procedures 
  
Evaluation of Disclosure Controls and Procedures 
  
As of the end of our last fiscal quarter ended March 31, 2016, we carried out an evaluation, under the supervision and with the participation of
management, including our chief executive officer and principal financial officer, of the effectiveness of the design and operation of our
disclosure controls and procedures. Based upon those evaluations, management concluded that our disclosure controls and procedures were
effective as of March 31, 2016, to cause the 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 prescribed by the SEC, and that such information is accumulated and
communicated to management, including our chief executive officer and principal financial officer, as appropriate, to allow timely decisions
regarding required disclosure. 
  
Going forward from this filing, the Company intends to improve its disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-
15(e) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) that are designed to be effective in providing reasonable 
assurance that information required to be disclosed in our reports under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the rules and forms of the SEC, and that such information is accumulated and communicated to our
management to allow timely decisions regarding required disclosure. 
  
In designing and evaluating disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well
designed and operated, can provide only reasonable, not absolute assurance of achieving the desired objectives. Also, the design of a control
system must reflect the fact that there are resource constraints and the benefits of controls must be considered relative to their costs. Because of
the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of
fraud, if any, have been detected. These inherent limitations include the realities that judgments in decision-making can be faulty and that 
breakdowns can occur because of simple error or mistake. The design of any system of controls is based, in part, upon certain assumptions
about the likelihood of future events and there can be no assurance that any design will succeed in achieving its stated goals under all potential
future conditions. 
  
Changes in Internal Control over Financial Reporting 
  
During the quarter covered by this Report, there were no changes in our internal control over financial reporting that has materially affected, or
is reasonably likely to materially affect, the registrant’s internal control over financial reporting. 
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PART II - OTHER INFORMATION 

  
Item 1. Legal Proceedings 
  
From time to time, the Company may become a party to litigation or other legal proceedings that it considers to be a part of the ordinary course
of its business. The Company is not involved currently in legal proceedings that could reasonably be expected to have a material adverse effect
on its business, prospects, financial condition or results of operations. The Company may become involved in other material legal proceedings
in the future. 
  
Item 1A. Risk Factors 
  
We are a smaller reporting company as defined by Rule 12b-2 of the Securities Exchange Act of 1934 and, as such, are not required to provide
the information under this item. Please refer to “Risk Factors” contained in our Annual Report on Form 10-K for the year ended June 30, 2015. 
  
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 
  

  
Item 3. Defaults upon Senior Securities 
  
None 
  
Item 4. Mine Safety Disclosures 
  
None 
  
Item 5. Other Information 
  
See our Current Report on Form 8-K dated April 11, 2016 and filed on April 14, 2016 related to our increase in authorized common stock from
250 million shares to 1.25 billion shares and proportionate 1-for-5 forward split of our common stock described therein. All references in the
unaudited condensed consolidated financial statements and notes to unaudited condensed consolidated financial statements, numbers of shares,
and share amounts have been retroactively restated to reflect the 1-for-5 forward split, unless explicitly stated otherwise. 
  

  

 1. On February 23, 2016, we issued 50,000 shares of common stock to an employee in consideration of services rendered. We did not
receive any proceeds from this issuance. The issuance was exempt under Section 4(a)(2) of the Securities Act of 1933, as amended.
The shares were valued at $30,000.

   
 2. On February 23, 2016, we issued 50,0000 shares of common stock to a third party consultant in consideration of services rendered

under a consulting agreement. We did not receive any proceeds from this issuance. The issuance was exempt under Section 4(a)(2) of
the Securities Act of 1933, as amended. The shares were valued at $30,000.

   
 3. See our Current Report on Form 8-K dated May 3, 2016 and filed on May 10, 2016.
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Item 6. Exhibits 
  

EXHIBIT INDEX 
  

  

  

Exhibit No.  Description
   

31.1  Certification of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
   

31.2  Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
   

32.1  Certification of the Principal Executive Officer pursuant to U.S.C. Section 1350 As adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

   
32.2  Certification of the Chief Financial Officer pursuant to U.S.C. Section 1350 As adopted pursuant to Section 906 of the Sarbanes-

Oxley Act of 2002
   

101.INS  XBRL Instance Document
   

101.SCH  XBRL Taxonomy Schema Linkbase Document
   

101.CAL  XBRL Taxonomy Calculation Linkbase Document
   

101.DEF  XBRL Taxonomy Definition Linkbase Document
   

101.LAB  XBRL Taxonomy Labels Linkbase Document
   

101.PRE  XBRL Taxonomy Presentation Linkbase Document
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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 of the
undersigned thereunto duly authorized. 
  

  

  

 XFIT BRANDS, INC
 (Registrant)
 
Date: May 16, 2016 By: /s/ David E. Vautrin
 David E. Vautrin
  Chief Executive Officer  

(Principal Executive Officer)
 
Date: May 16, 2016 By: /s/ Robert J. Miranda
  Robert J. Miranda
 Chief Financial Officer 

(Principal Accounting Officer)
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Exhibit 31.1

  
Chief Executive Officer Certification (Section 302) 
  

CERTIFICATION OF CHIEF EXECUTIVE OFFICER 
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

  
I, David E. Vautrin, certify that: 
  

(1) I have reviewed this quarterly report on Form 10-Q of XFit Brands, Inc., (Registrant). 
  
(2) Based on my knowledge, this quarterly 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 quarterly report; 

  
(3) Based on my knowledge, the financial statements and other financial information included in this quarterly 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
quarterly report; 

  
(4) The registrants other certifying officers 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)) 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 quarterly report is being prepared; 
  
(b) evaluated the effectiveness of the registrants 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 
  
(c) disclosed in this report any changes 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 quarterly 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 officers and I have disclosed, based on our most recent evaluation of the internal control over
financial reporting, to the registrant’s auditors and the audit committee of 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 registrants 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 registrants internal
control over financial reporting. 
  
Date: May 16, 2016 
  

 

  

 By: /s/ David E. Vautrin
  David E. Vautrin
 Chief Executive Officer
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Exhibit 31.2

  
Chief Financial Officer Certification (Section 302) 
  

CERTIFICATION OF CHIEF FINANCIAL OFFICER 
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

  
I, Robert J. Miranda, certify that: 
  

(1) I have reviewed this quarterly report on Form 10-Q of XFit Brands, Inc., (Registrant). 
  
(2) Based on my knowledge, this quarterly 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 quarterly report; 

  
(3) Based on my knowledge, the financial statements and other financial information included in this quarterly 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
quarterly report; 
  

(4) The registrants other certifying officers 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)) 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 quarterly report is being prepared; 
  
(b) evaluated the effectiveness of the registrants 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 
  
(c) disclosed in this report any changes 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 quarterly 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 officers and I have disclosed, based on our most recent evaluation of the internal control over
financial reporting, to the registrant’s auditors and the audit committee of 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 registrants 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 registrants internal
control over financial reporting. 
  
Date: May 16, 2016 
  

 

  

 By: /s/ Robert J. Miranda
  Robert J. Miranda
 Chief Financial Officer
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Exhibit 32.1

  
CERTIFICATION OF DISCLOSURE 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 XFit Brands, Inc. (the “Company”) on Form 10-Q for the period ending March 31, 2016 as filed 
with the Securities and Exchange Commission on the date hereof (the “Report”) I, David E. Vautrin, Chief Executive Officer of the Company, 
certify, pursuant to 18 USC section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my 
knowledge and belief: 
  
(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. 
  
Dated: May 16, 2016 
  

  
This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent 
required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of
1934, as amended. 
  

  

By: /s/ David E. Vautrin  
 David E. Vautrin,  
 Chief Executive Officer 
 Principal Executive Officer
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Exhibit 32.2

  
CERTIFICATION OF DISCLOSURE 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 XFit Brands, Inc. (the “Company”) on Form 10-Q for the period ending March 31, 2016 as filed 
with the Securities and Exchange Commission on the date hereof (the “Report”) I, Robert J. Miranda, Chief Financial Officer of the Company, 
certify, pursuant to 18 USC section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my 
knowledge and belief: 
  
(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. 
  
Dated: May 16, 2016 
  

  
This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent 
required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of
1934, as amended. 
  

  

By: /s/ Robert J. Miranda  
 Robert J. Miranda,  
 Chief Financial Officer 
 Principal Financial Officer
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