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Item 1.01 Entry into a Material Definitive Agreement.

On March 9, 2023, JanOne Inc. (“our,” “us,”  “we,” or the “Company”) entered into a Stock Purchase Agreement (the “Purchase Agreement”) with VM7 Corporation, a Delaware 
corporation (the “Buyer”), under which the Buyer agreed to acquire all of the outstanding equity interests of (a) ARCA Recycling, Inc., a California corporation (“ARCA”), (b) Customer Connexx 
LLC, a Nevada limited liability company (“Connexx”), and (c) ARCA Canada Inc., a corporation organized under the laws of Ontario, Canada (“ARCA Canada”; and, together with ARCA and 
Connexx, the “Subsidiaries”).  The principal of the Buyer is Virland A. Johnson, our Chief Financial Officer.  The sale of all of the outstanding equity interests of the Subsidiaries to the Buyer 
under the Purchase Agreement (the “Disposition Transaction”) was consummated simultaneously with the execution of the Purchase Agreement.  Our Board of Directors unanimously approved 
the Purchase Agreement and the Disposition Transaction.

The economic aspects of the Disposition Transaction are:  (i) we reduced the liabilities on our consolidated balance sheets by approximately $17.6 million (excluding those related 
to the California Business Fee and Tax Division, as discussed below); (ii) we will receive not less than $24.0 million in aggregate monthly payments from the Buyer, which payments are subject 
to potential increase due to the Subsidiaries’ future performance; and (iii) we received a revolving line of credit from the Buyer in the aggregate amount of $1 million.  We also received one 
thousand dollars for the equity of each of the Subsidiaries at the closing.  Each monthly payment is to be the greater of (a) $140,000 (or $100,000 for each January and February during the 15-year 
payment period) or (b) a monthly percentage-based payment, which is an amount calculated as follows:  (i) 5% of the Subsidiaries’ aggregate gross revenues up to $2,000,000 for the relevant 
month, plus (ii) 4% of the Subsidiaries’ aggregate gross revenues between $2,000,000 and $3,000,000 for the relevant month, plus (iii) 3% of the Subsidiaries aggregate gross revenues over 
$3,000,000 for the relevant month.  The Buyer will receive credit toward the payment of the first monthly payment (March of 2023) for any payments, distributions, or cash dividends paid by any 
of the Subsidiaries to the Seller on or after March 1, 2023.  

The Buyer may prepay, at any time and in total, the estimated aggregate of the future monthly payments.  That amount will be an amount equal to the then-present value of the 
estimated future monthly payments, discounted at the rate of 5% per annum (the “Prepayment Price”).  Furthermore, the Buyer will be required to pay the Prepayment Price upon the earliest of (i) 
Mr. Johnson holding less than 75% of the capital stock of the Buyer, (ii) the Buyer selling substantially all of its assets, (iii) the Buyer holding less than 50% of the capital stock of the 
Subsidiaries, or (iv) the Subsidiaries selling substantially all of their respective assets.  Upon payment of the Prepayment Price, Buyer will have no further purchase price payment obligations to 
the Seller. 

Additional terms of the Disposition Transaction are:  (i) we have the right to appoint one member of the Buyer’s board of directors until the sooner of the Buyer having paid the 
Prepayment Price or having tendered all of the monthly payments; (ii) Mr. Johnson’s annual salary as Chief Executive Officer of the Buyer shall be $400,000, prorated, for the remainder of the 
2023 calendar year, and then adjusted annually to an amount equal to 1% of the Subsidiaries’ aggregate gross revenues, until the sooner of the Buyer having paid the Prepayment Price or having 
tendered all of the monthly payments; and (iii) we will receive additional payments from the Buyer (that are not related to the on-going monthly payments) that relate to certain taxing agency 
issues.  Upon settlement of the continuing dispute between ARCA and the California Business Fee and Tax Division (as to which settlement, there can be no assurance), the ARCA will pay to us 
50% of the amount of the reduction between the current assessment and any such settlement.  The payment will be memorialized by a three-year promissory note with interest at five percent per 
annum.  The first payment under the note will be on the last day of the Buyer’s fiscal year in which the settlement occurs and the remaining payments each year thereafter.  If ARCA receives a 
refund from the agency for payments previously made, it shall pay to us an amount equivalent to 25% of such refund after reduction for the legal fees payable to counsel for this proceeding.  
ARCA and Connexx are due to receive from the Internal Revenue Service two payments in the aggregate amount of approximately $931,000 in connection with the Employee Retention Credit 
provisions of the Coronavirus Aid, Relief, and Economic Security Act and the Taxpayer Certainty and Disaster Tax Relief Act of 2020.  Those payments are to be tendered to us within 10 days of 
receipt by ARCA or Connexx.

To secure the Buyer’s obligations under the Purchase Agreement and pursuant to a Stock and Membership Interests Pledge Agreement dated March 9, 2023 (the “Pledge 
Agreement”), Mr. Johnson pledged to us all of the capital stock in the Buyer (the “Buyer’s Capital Stock”) and the Buyer pledged to us all of the equity interests of the Subsidiaries (the “Subject 
Securities”).  Under the terms of the Pledge Agreement, upon an Event of Default (as defined in the Pledge Agreement), among other remedies in our favor, we may foreclose on any or all of the 
Buyer’s Capital Stock and the Subject Securities.  We may also cause the ownership of the Buyer’s Capital Stock and of the Subject Securities to be transferred to us automatically, pursuant to an 
irrevocable transfer entered in our favor, as referenced in the Pledge Agreement.  In the event of an automatic transfer, all of the monthly payments previously made by the Buyer pursuant to the 
terms of the Purchase Agreement will then be characterized as contributions to the capital of the Company without dilution of the Company’s capital stock.

The parties have made customary representations, warranties, covenants, and indemnities in connection with the Disposition Transaction.

The Purchase Agreement contains certain representations and warranties that the parties made to each other as of the date of the Purchase Agreement or such other date as explicitly 
referenced therein.  The representations and warranties were made solely for purposes of the Purchase Agreement and (i) are subject to limitations agreed by the parties in negotiating the terms 
and conditions thereof, (ii) may not be accurate or complete as of any specified date, (iii) will be qualified by the underlying disclosure schedules, (iv) may be subject to a contractual standard of 
materiality different from those generally applicable to investors, and (v) may have been used for the purpose of allocating risk among the parties thereto, rather than for establishing any matters as 
facts.  Information concerning the subject matter of the representations and warranties may change after March 9, 2023, and subsequent information may or may not be fully reflected in JanOne’s 
public disclosures.  For the foregoing reasons, the representations and warranties contained in the Purchase Agreement should not be relied upon as statements of factual information.
 



 
  
Forward- Looking Statements
  

This Current Report on Form 8-K contains certain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities 
Exchange Act of 1934 and Private Securities Litigation Reform Act, as amended, including those relating to the consummation of the Disposition Transaction and other statements that are 
predictive in nature. These forward-looking statements are based on current expectations, estimates, forecasts and projections about the industry and markets in which we operate and 
management’s current beliefs and assumptions.
  

These statements may be identified by the use of forward-looking expressions, including, but not limited to, “expect,” “anticipate,” “intend,” “plan,” “believe,” “estimate,” 
“potential,” “predict,” “project,” “should,” “would,” and similar expressions and the negatives of those terms.  These statements relate to future events or our financial performance and involve 
known and unknown risks, uncertainties, and other factors which may cause actual results, performance, or achievements to be materially different from any future results, performance or 
achievements expressed or implied by the forward-looking statements. Such factors include those set forth in the Company’s filings with the SEC. Prospective investors are cautioned not to place 
undue reliance on such forward-looking statements, which speak only as of the date of this press release. The Company undertakes no obligation to publicly update any forward-looking statement, 
whether as a result of new information, future events or otherwise.
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Pursuant to the requirements of the Securities Exchange Act of 1934, we have duly caused this report to be signed on its behalf by the undersigned hereunto duly authorized.
  

JanOne Inc.
    
By: /s/ Tony Isaac
  Name:  Tony Isaac
  Title:    Chief Executive Officer
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