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About the Company

22nd Century Group, Inc.
provides Contract Manufacturing
Operations (CMO) services for
conventional combustible
tobacco products to third-party
branded companies. The
Company also engages in the
sale and distribution of its own
proprietary VLN® very-low-
nicotine tobacco products. 22nd
Century Group is pioneering
nicotine harm reduction in the
tobacco industry enabling
smokers to take control of their
nicotine consumption. The
Company was founded in 1998
and is headquartered in
Mocksville, North Carolina.

52-Week Range ;&ggt;
Shares Outstanding * 7.0 mil
Insider / Institutional * 0%/0%
Public Float Effe":'gg,',}:
Market Capitalization * $6.1 mil
Total Debt $0.0 mil
Debt / MV Equity * 0%
ROE (LTM) NM
Book Value / Share NM
Daily Volume (90-day) 1,606,823
Fwd. Div. & Yield -

EMERGIN@I@W[/Z Research

Revenue Bottom, Cash Rich, and Poised for Growth:
Coming on the heels of a preferred share issuance, XXIl recently announced
repayment of all remaining debt and settlement of a $9.5mn legal case.
Accordingly, the Company is now net-cash rich (2025E cash is 1/3rd of market
value) just as more-branded CMO stabilizes and higher margin VLN® re-launch
begins to gain shipment traction. Growth is now on the menu, though it may be
delayed into later-H1:26. Accordingly, we now expect EBITDA breakeven in
Q3:26 on revamped marketing, growth in VLN®, and expense discipline.
Moreover, with its new zero-debt/cash rich status, no more additional survival
share issuance is expected, and bankruptcy risk has disappeared. That said,
there remain material dilutive warrant and preferred shares conversion potential,
though those issues are likely in the price. Upside is very strong based on
Price/Sales and DCF relative to long-term hammered XXIl shares. We maintain
our Buy-Emerging rating on XXII with an upgraded $9.00 price target.

FYE Dec FY 2024A FY 2025E FY 2026E
Revenue ($ mil.) CURRENT CURRENT FORMER CURRENT FORMER
Q1 Mar $6.5A $6.0A $6.0A $4.6E $6.1E
Q2 Jun $7.9A $4.1A $4.1A $7.5E $9.9E
Q3 Sep $5.9A $4.0A $4.2E $8.4E $11.1E
Q4 Dec $4.0A $4.1E $4.7E $12.0E $15.8E
Year $24.4A $18.1E $18.9E $32.5E $42.8E
Change (24)% (26)% (23)% 79% 127%
FYE Dec FY 2024A FY 2025E FY 2026E

EBITDA ($ mil.) CURRENT CURRENT FORMER CURRENT FORMER
Q1 Mar $(4.2)A $(2.5)A $(2.5)A $(1.8)E $(1.3)E
Q2 Jun $(1.5)A $(2.8)A $(2.8)A $(0.3)E $0.6E
Q3 Sep $(3.0)A $(3.0)A $(2.1)E $0.1E $0.9E
Q4 Dec $(3.8)A $(2.7)E $(1.8)E $1.4E $2.7E
Year $(12.4)A |  $(11.1)E $(9.2)E $(0.6)E $2.8E
Change NM NM NM NM NM

* Does not reflect potential conversion of remaining warrants outstanding, preferred shares conversion, or additional potential share issuance.

Q3:25 Financial Performance

» Significant long-term operational and financial restructuring under new management is now basically complete.

» Q3:25 slightly missed expectations, but revenue run rate has effectively bottomed while gross/operational costs remain disciplined.

Key Risks

» Reduced 2026 revenue projections reflect slower-than expected VLN® rollout but are offset by sharply-lower WACC.

» Dilution remains a risk but is likely priced in and materially offset by a new cash-rich status (net cash 1/3 of fully-diluted market value).

Please refer to the end of this report to obtain important disclosure information.
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Investment Thesis

227 Century Group, Inc. has undergone significant restructuring since 2023, divesting certain material business lines to
become a U.S., pure-play, contract private-label, tobacco manufacturing producer as well as a sole provider of low-nicotine
tobacco cigarettes through its VLN® product line. VLN® provides smokers with a choice to address harm reduction. While
CMO provides an ongoing operational base and upside manufacturing capacity, VLN® provides most growth potential.

The transitional phase appears to be over. Management has revamped into increasingly higher-margin, branded CMO
contracts (i.e., certain traditional CMO cigarettes and launches in the ‘natural’ category of additive-free tobacco and water
cigarettes) and is pursuing a vastly higher-margin VLN® marketing re-launch. This shift away from restructuring to a growth
posture occurs as the Company deploys its CMO asset base of manufacturing, brand, customer relationship, and distribution
resources to build a self-funding business. Management is also moving ahead with plans to launch additional products,
including VLN® SKUs within private label CMO customer brand families (e.g., Smoker Friendly VLN and Pinnacle contracts).
To wit, the Company is now approved to sell VLN® in almost all U.S. states and began shipping out at small scale in Q3:25.

New management now expects Q3:26 EBITDA breakeven on stabilizing, increasingly-profitable CMO (post-2024 price
hikes/shift to more branded products) and a revamped VLN® marketing strategy. Management estimates that just 500,000
VLN® and natural-branded cartons (10% of XXII production capacity) are needed for profit breakeven — a sea-change
moment. However, re-focused CMO growth and near-term VLN® growth have been slow to roll out. To that end, the
management team was recently locked into new contracts that fully align them with higher share price achievement.

Based on a slower-than-expected CMO recovery and VLN® growth, our revenue growth forecasts have also changed.
Accordingly, EBITDA is now more conservatively expected to break-even in Q3:26. If the revenue ramp of CMO and, more
importantly, the VLN® rollout remains slower than expected (which is possible), there also remains potential for additional
share issuance based on cash burn, though ample cash (from post common preferred share issuance, warrant exercise,
and the resolution of the long-term $9.5 million insurance recoverable legal court case) appears sufficient to maintain
operations through expected breakeven.

XXIl shares remain materially beaten down about 99% over the last 12 months and since 2021, reflecting prior
management’s diversification, prior bankruptcy risk, share dilution (i.e., survival share issuance and 2024/25 warrant-
attached borrowing), as well as restructuring. Nonetheless, at a reported 0.2x Price/2026E Sales (0.6x on a fully diluted
basis or 0.4x fully-diluted while subtracting out Net Cash from the market cap) versus a 5.2x industry peer average, XXIl is
very lowly priced. DCF analysis tells the story even better, as bankruptcy risk is now eliminated and the Company is
potentially on the verge of sales-driven profitability.

There is near-term share price risk on negative news flow regarding potential warrant exercise/preferred shares conversion
(modelled) and small capex-based share issuance, but such reality is likely more than fully priced. Moreover, management’s
2026/long-term forecasts are augmented by a sharply reduced WACC, so we further upgrade our price target. There is
also room for an additional price target upgrade in early-2026 should Q1:26 rate-of-sales data prove fruitful. Sales execution
remains key. We retain bullish confidence and Buy-Emerging rating with an upgraded $9.00 target.

Q3:25 Financial Performance

Company revenue declined by 33% YQY in Q3:25, reaching $4.0 million versus $6.0 million in Q3:24 but declined just 1%
versus $4.1 million in Q2:25, reflecting stabilization of revenue following 2024 CMO price hike attrition and right-sizing efforts
to focus more on higher-margin, branded products. Management estimates that CMO resumes revenue growth in 2026.

Gross profit in Q3:25 was $(1.1) million compared to $(0.6) million in Q3:24. Sequentially, gross profit also declined from
$(0.6) million in Q2:25 as increased excise taxes offset contained COGS. Underlying, per unit gross margins increased as
price increases fell to the bottom line, and the Company also shifted away from lower-margin filtered cigar manufacturing.

Operating profit in Q3:25 reduced to $(3.2) million versus $(3.4) million in Q3:24. Sequentially, operating profit fell from
$(3.0) million in Q2:25. A decrease in YOY operating loss was driven by higher excise taxes, partially offset as SG&A
actually reduced on cost discipline. The Company's Net Income from Continuing Operations in Q3:25 was $(3.8) million
versus $(3.6) millionin Q3:24. Sequentially, Net Income from Continuing Operations declined versus $(3.3) million in Q2:25.

2| 22nd Century Group, Inc. Andrew White, CFA
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EBITDA, a non-GAAP measure, was $(3.0) million in Q3:25 versus $(3.0) million in Q3:24 and $(2.8) million in Q2:25.
Company Adjusted EBITDA was $(2.6) million in Q3:25 compared to $(2.6) million in Q2:25. Emerging Growth Research’s
Adjusted EBITDA quarterly estimate was also basically stable at $(2.1) million in Q3:25 versus $(2.2) million in Q2:25.
Revenue operations have stabilized with profitability slowly following, all while VLN® rollout commences.

Total Net Cash (i.e., Cash + Insurance Recoverable - Debt) increased sharply to $14.0 million in Q3:25 versus $(0.8) million
in Q2:25, reflecting a cash infusion from preferred share issuance, warrant exercise, and the resolution of a long-term $9.5
million insurance legal court case, less complete debt repayment. The cash-rich status is a first in Company history and
bodes quite well for reduced share issuance based on the cash burn expected until 2026 EBITDA breakeven occurs.
Management intends to be “cash misers” through early-2026 though, preferring to draw on cash rather than share issuance.
That said, it is possible expansion capex increases to support the VLN® rollout.

EPS Guidance and Estimates

XXII slightly missed expectations in Q3:25, reflecting a slower-than-expected VLN® rollout. VLN® state registrations took
longer to establish than expected (and thus shipping), though are now in effect in a super-majority of U.S. states with product
present in 1,500 outlets (out of 270,000). Moreover, we believe that the bottom of CMO revenue generation is in at a circa-
$4.0 million quarterly run-rate. While VLN® is projected to increasingly contribute in Q4:25, it is in early 2026 that efforts
will ramp off a low revenue base. To be conservative then, we are pushing out EBITDA break-even from Q2:26 to Q3:26.

Longer-term, we retain high revenue expectations, modelled in 2026 (+80%), 2027 (+100%), and 2028 (+55%) reflecting
re-focused CMO growth and VLN® market penetration (i.e., <1% of $12 billion market, long-term). Gross margin is expected
to grow to 21% in 2026 reflecting higher capacity utilization, post-attaining EBITDA profitability.

Operating margin is expected to turn positive at 10% of revenue in Q4:26 on expense discipline, with profit dropping straight
down to the bottom line (reflecting the lack of taxation due to ample Loss Carryforwards) to generate a 10% Net Income
Margin in Q4:26. Note: operating profit margin is expected to rise to 25% by 2029 and remain there in perpetuity.

Valuation

We traditionally value companies using a blend of peer group relative valuation multiples and a Discounted Cash Flow
(DCF) model. However, XXIl is not yet profitable, rendering only the Price/2026E Sales peer multiple (based on two publicly-
traded U.S. tobacco companies) as the only potentially useful relative metric. Given material XXII share dilution inherent
related to potential warrant exercise and potential share issuance to a lesser extent, we believe that the Company’s reported
0.2x Price/2026E Sales multiple does not present an accurate portrayal of XXII's relative valuation.

We adjust our relative valuation metric using a warrant-adjusted and share issuance-adjusted share count (i.e., 23.8 million
fully-diluted shares basis), which shows that XXII is effectively valued at 0.6x Price/2026E Sales (0.6x on a fully diluted
basis/0.4x fully-diluted while subtracting out Net Cash from the market cap) — substantially below the industry range and
5.2x Price/2026E Sales median. Indeed, XXIl shares currently trade at 1/3rd Net Cash/Market Value. Moreover, while XXI|
is less established versus industry leaders, they have vastly higher growth prospects. Therefore, applying an industry
median valuation to XXII's 2026E Sales yields a $7.10 price target.

Furthermore, given XXII's strong long-term revenue growth outlook starting in 2026, we believe a discounted relative
Price/Sales value does not completely value potentially high-growth in XXII, despite current lack of profitability. Accordingly,
we also include a DCF analysis to more accurately value the Company. Exhibit 1 below summarizes our peer group
multiples. Historical and proforma financial statements as well as the DCF model are included in pages seven to eleven of
this report.

3 | 22nd Century Group, Inc. Andrew White, CFA
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Exhibit 1: 22" Century Group, Inc. Peer Group Multiples and Price Targets

22nd Century Group, Inc.
Peer Group Valuations

Price Market Cap 2026E
Company Name Ticker (11/21/2025) {$millions) Price-to-Sales
Philip Morris PM 165.24 241,653 55
Altria Group MO 58.19 97,682 49
Industry Median (ex: negatives) 106.72 169,668 5.2
22nd Century Group, Inc. (Reported) ™1, 4 ¥ 0.83 6 02
22nd Century Group, Inc. (FD Basis Adjusted) "2, 4 KA 0.83 20 0.6
22nd Century Group, Inc. (Cash Adjusted) *3, 4 hedl 0.83 20 04
Valuation
Price/Sales Valuation (At 2026E Industry Median) *4 710
Current DCF Valuation *4 11.56
Average Blended Valuation

*

&

: Effective Market Caprtalization and Price/Sales figures adjusted for estimate of cumrent 7.0 million shares outstanding.
Does not reflect potential additional warrant conversion or share issuance.

*2: Effective Market Capitalization and Price/Sales figures adjusted for expected share dillution
from estimated additional warrant exercise and share issuance in 2025-2026 (i.e., 23.8 million total share equivalent).

*3: Fully Diffuted Adjusted estimate is further adjusted for Q4:25 estimated $11.5mn Nef Cash position.
*4: Dependent on management esfimates. Price target upgrade depends on revenue generation reality in 2026.

Source: Emerging Growth Research and 22" Century Group, Inc.

Our DCF model uses projections for 2025-2028 and estimates for years thereafter. Management expects Free Cash Flow
to turn positive in 2027 and grow explosively by 95% CAGR from 2027-2030 (off of a very low 2027E base) reflecting strong
sales growth, expense discipline, and zero taxation due to ample Loss Carryforwards. Despite still strong though slowing
revenue growth thereafter, we expect Free Cash Flows to effectively flatline for four years from 2031-2034 (reflecting a
return of active taxation) and to grow by a 3% CAGR in perpetuity from 2035 on a long-term 25% operating profit margin.

We discount estimated annual free cash flows by a sharply-reduced 13.9% WACC, inclusive of the risk-free-rate and premia
for equity market, liquidity, and small-cap risk. Bankruptcy risk premium has now been eliminated, reflecting a strong Net
Cash position (and now zero debt). Our DCF model produces a $11.56 per share value (inclusive of warrant and preferred
share conversion dilution). Sensitivity analysis (for different terminal growth and discount rates) indicates a min/max share
price-estimate range of $9.36 - $14.92. Blending our two metrics yields a $9.33 price target, which we round down
to $9.00.

XXII shares have been mercilessly beaten down, so our price target estimate remains vastly higher than the $0.86 price of
XXIlI shares (as of November 25, 2025) and to the XXII share price just five months ago in July, 2025. That may have been
appropriate in 2024, but that is the past. We focus on the future. If management is able to substantially grow the re-
imagined business — and holds the line on share and new warrant issuance — upside remains considerable as confidence
grows in management, institutional investors appear, and risk premia decline. We maintain our Buy-Emerging rating.

4] 22nd Century Group, Inc. Andrew White, CFA
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Important Disclosures

Emerging Growth.com (“EG”) is a publisher and distributor of branded investment research reports provided by Emerging Growth
Research LLC ("EGR Report") focused on both public and private companies. This report was prepared for institutional and
professional investors ONLY, and it is also known as Company Sponsored Research ("CSR"). Collectively, however ("EGR Report(s)").

Be advised that this EGR Report is being provided by Emerging Growth Research LLC (EGR) solely for informational purposes, is not
the opinion of EG, should not be construed as an offer or solicitation to buy or sell securities, and should not be considered in any
decision to buy or sell any security mentioned within the EGR Reports. All information contained in the EGR Report as well as on the
EmergingGrowth.com website is obtained from sources believed to be reliable but not guaranteed to be accurate or all-inclusive, timely,
or correct. The information includes certain forward-looking statements, which may be affected by unforeseen circumstances and / or
certain risks. Because EGR is compensated as detailed herein and EG receives Licensing fees from EGR, as also detailed herein, EG
and EGR have a conflict of interest and strongly urge you to consult your own independent financial, investment, tax, and legal advisors
prior to purchasing or selling any securities mentioned herein.

The analyst that has prepared and is responsible for the content of this report has stated that neither he/she, nor any of his/her
associates both professional and personal, to the best of his/her knowledge have no personal or professional relationship with any of
the companies or principals of any companies mentioned within, other than providing services that EGR may offer.

EGR is being compensated by the subject Company of this report. EGR was paid $40,000 dollars and does not expect to receive an
additional amount. EGR may have also received additional past compensation, EGR may receive future compensation, and EG may
receive compensation for additional services such as presenting on the Emerging Growth Conference or investor or public relations
services, details about which can be found in the full disclosure, here: (https://EmergingGrowth.com/xxii-egr-report-disclosure/).

It is the intent of EGR to provide continuing coverage on a quarterly basis, or otherwise for the subject Company of this report; however,
EGR and EG will not notify readers of this report if coverage by EGR, for any reason is terminated.

The reader or user of this content agrees that neither EGR and / or EG nor the analysts, directors, officers, employees, representatives,
independent contractors, agents or affiliates of EGR and EG shall be liable or held liable for any omissions, errors, or inaccuracies,
regardless of cause, foreseeability, or the lack of timeliness of this or any of our other reports to users. This lack of liability extends to
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, losses,
lost income, lost profit, or opportunity costs.

Again, all information contained herein should be independently verified by your own research and your own independent financial,
investment, tax, and legal advisors prior to purchasing or selling any securities mentioned herein.

In addition to the specific disclosures mentioned herein, you are encouraged to read our general disclosure here:
EmergingGrowth.com/Disclosure.

Rating Definitions

Buy, 30% or greater price appreciation in the next 12 months.

Buy-Extended, near-term EPS and/or revenue horizon is challenging with strong long-term appreciation possibility.
Buy-Emerging, initial stages with low revenue and the potential for large returns with higher risk and volatility.
Hold, perform similar to market.

Sell, 30% or more decline in the next 12 months.

© Copyright 2025 Emerging Growth Research LLC

No part of this material may be copied, photocopied, or duplicated in any form by any means or redistributed without the prior written
consent of Emerging Growth Research LLC.

5| 22nd Century Group, Inc. Andrew White, CFA
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22nd Century Group, Inc.

Nasdagq: XXII
Quarterly Results & Estimates
§ in Millions
2022 Actual 2023 Actual 2024 Actual 2025 Estimated 2026 Estimated

Fiscal Fiscal Fiscal 1QA 204 3QA 4QE Fiscal 1QE 2QE 3QE 4QE Fiscal

20224 2023A 20244 Mar-25 Jun-25 Sep-25 Dec-25 2025E Mar-26 Jun-26 Sep-26 Dec-26 2026E
Revenues
Tobacco 5 40.50 3 3220 £ 2438 § 596 § 408 % 401 § 405 § 18.10 5 461 & 748 5 642 § 1199 § 32.50
Total Revenues $ 40.50 $ 32.20 $ 24.38 $ 596 $ 4.08 § 401 $ 4.05 §$ 18.10 $ 461 §$ 748 § 8.42 § 11.99 § 32.50
YOY Revenue Growth (%) -20.5% -24.3% -1.9% -48.6% -32.6% 0.7% -25.8% -22.7% 83.2% 110.0% 196.3% 79.6%
Cost of Revenues
Cost of Products Sold 5 26.04 5 3049 5 1428 5 288 § 286 5 256 & 256 & 10.86 5 246 & 260 § 265 § 283 5 1063
Excise Taxes 5 12.62 5 10.41 5 12.50 5 368 3§ 186 5 251 % 251§ 10.56 5 217 % 333 % 389 § 590 § 15.29
Cost of Revenues $ 38.65 $ 40.90 $ 26.78 $ 6.57 § 472 % 507 % 507 % 21.42 $ 463 % 593 % 6.54 § 872 % 25.82
Cost of Revenues/Revenues (%) 95.4% 127.0% 109.8% 110.2% 115.6% 126.4% 125.3% 118.4% 100.5% 79.3% 7T.6% 72.7% 79.4%
Gross Profit $ 185 § @) $ 240 § (0.61) § (0.64) $ (1.06) $ (1.02) § (333) § (0.02) § 155 § 1.89 § 327§ 6.68
Gross Margin 4.6% Negative Negative Negative Negative Negative Negative Negative Negative 20.7% 22.4% 27.3% 20.6%
Product Development 3 358 5 264 $ 113 $ 016 § 023 % 019 5 019 § 0.78 5 020 § 021 § 022 § 023 § 0.87
% of revenues 8.8% 8.2% 4.6% 27% 5.6% 4.8% 4.8% 4.3% 4.4% 2.8% 2.6% 1.9% 2.7%
Sales & Marketing 5 = 5 = $ = 5 - % - 5 -5 - % = 5 - 3% - % - % - 8 =
% of revenues 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SGAA 3 32.23 5 31.06 $ 10.29 $ 180 § 212 § 185 5 185 § 7.62 5 186 § 187 § 188 § 190 § 7.51
% of Revenues 79.6% 96.5% 42.2% 30.2% 51.9% 46.1% 45.7% 42.1% 40.4% 25.0% 22.4% 15.8% 23.1%
Other Operating Expenses (Income) 5 (033) 5 253 $ 0.13 5 - % - 5 011 % - % 0.1 5 -5 - % - % - 8 =
% of Revenues -0.8% 7.8% 3.8% 0.0% 0.0% 2.8% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total Operating Expenses $ 35.48 $ 36.24 $ 11.55 $ 1.96 § 235 % 215 $ 204 $ 8.50 $ 206 $ 209 § 211 § 213 §$ 8.38
% of Revenues 87.6% 112.5% AT.4% 32.9% 57.5% 53.7% 50.5% A7.0% 44.8% 27.9% 25.0% 17.8% 25.8%
Operating Profit $ (33.64) (4493 $§ (1395 § (2.57) $ (2.98) $ @3.21) $ (3.07) § (1183 (2.09) $ (0.53) $ (0.22) $ 114§ (1.70)
Operating Margin -83.0% -139.5% -57.2% -43.1% -73.0% -80.1% -75.7% -65.4% -45.3% -T.1% -2.6% 9.5% -5.2%
Interest Expense and Financing Charges, Met $ (0.06}) 5 (9.37) 3 (2.09) ) (0.56) § (0.35) & (0.53) & - 3 (1.44) 5 - ) - $ - $ - $ =
Interest Income 5 0.31 5 022 ] 0.07 5 002 § 001 § 002 § 011 & 0.16 5 010 § 009 § 008 § 009 § 0.36
Loss on Transfer of Promissory Note 5 = 5 090) % = ] - $ -5 -5 - 8 = 5 - $ - ) - 5 -5 =
Realized Loss on Panacea Investment 3 (279) 3% - 3 - $ - $ -5 - 5 3 - 5 $ 5 5 $ =
Other Income (Expense) 5 (0371) $ 033§ 051§ (0.16) § (0.01) § (0.03) & - 5 021 § - 5 - 5 - 5 - 5 -
Pretax Income 3 (3653) § (5464 $§  (1547) § (3.27) $ (333) $ (3.76) $ (295 § (1332) § (199 $ (0.44) § (0.14) $ 123 § (1.34)
Income Tax (Benefit) 3 0.02 5 0.05 3 0.03 $ - $ (0.03) % - 5 - 3 (0.03) 5 - $ - ) - 3 3 =
GAAP Net Income from Continuing Operations $ (36.55 § (54.69) #'§ (15.50) § (3.27) § (3.30) $ (3.76) $ (2.95) § (13.28) § (1.99) § (0.44) § (0.14) § 123 § (1.34)
Loss from Discontinued Operations Before Income Taxes § (2370 5 (85.63) % 0.33 $ (1.05) 0.11) 5 925 § (0.50) § 7.59 3 - $ - 3 - 5 3 =
Benefit (Provision) for Income Taxes $ 046 $ (046) 5 = $ - % - 5 - 5 - % = 5 - % - - & $ =
Loss from Discontinued Operations $ (23.25, § (86.09) § 0.33 $ (1.05) § (0.11) $ 925 § (0.50) § 7.59 $ R A N $ -
GAAP Net Income {Loss) $ (59.80) # § (140.78)  $§  (15.16) § @4.33) % (3.41) $ 549 § (3.45) § (5.70) (1.99) § {0.44) § (0.14) § 123§ (1.34)
Deemed Dividends 5 = 5 999 % (10.30) ] - $ -5 -5 - 8 = 5 - ] - ) - 5 -5 =
Foreign Currency Adjustment 3 = 3 = 3 = $ - $ - 3 - 5 - % = 3 - $ - b - 5 - 3 =
Comprehensive Income (Loss) $ (59.80) ' § (150.77)  §  (2547) § @33) % (341) $ 549 § (3.45) § (5.70) S (1.99) § (0.42) § (0.14) § 123§ (1.34)
Weighted Shares for Basic EPS * 5.952 9.467 730,000 1,729,212 250,368 3,541,337 7.000.000 3.130,229 7.000.000 7.000.000 7.000.000 7.000.000 7.000.000
Weighted Shares for Diluted EPS * 5,952 9,467 730,000 1,729,212 250,368 11,888.488  23.800.000 9,417,017 23,800,000  23.800,000 23,800,000 23,800,000 23,800,000
EPS Basic NI NI NI NM NM§ 156 5 (049) § (182) s {028) § (0.06) § (002) § 018 § {0.19)
EPS Diluted NM NM NM NM NM § 0.46 % (0.14) § (0.60) 8 (0.08) § (0.02) § (0.01) § 0.05 § (0.06)

GAAP Eamings Growth NM NM NM NM N MM NM NM NM NM N N NM
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22nd Century Group, Inc.

Nasdaq: XXII
Quarterly EBITDA
5 in Millions
2022 Actual 2023 Actual 2024 Actual 2025 Estimated 2026 Estimated

Fiscal Fiscal Fiscal 1QA 2QA 3QA 4QE Fiscal 1QE 2QE 3QE 4GE Fiscal

20224 2023A 20244 Mar-25 Jun-25 Sep-25 Dec-25 2025E Iar-26 Jun-26 Sep-26 Dec-26 2026E
GAAP Met Income from Cantinuing Operations 5 (3655 5 (5469) 5 (1549 S @321) 3 (3.30) § (3.76) § (295) 8 (1328 § 1.99) § 0.44) $ 0.14) $ 123 8§ (1.34)
Depreciation, depletion & amortization 3 457 5 4.86 3 1.01 5 022 5 023 § 023 % 029 § 0.98 $ 019 § 019 % 019 % 019 § 0.78
Benefit for income tax 5 0.02 5 0.05 5 0.03 5 § (0.03) § - $ - 8 (0.03) § $ - 5 - 5 5 -
Interest expense ) (026) & 9.15 ) 202 5 054 § 034 § 052 § - % 1.28 § - % - % - % - 8 =
EBITDA 3 (32.22) 3§ (40.63) § (1244) § l2.511'5 (2.76) $ (3.01) $ (2.66) $ (11.05) § (1.80) $ (0.25) $ 0.05 § 143 § (0.57)
EBITDA Margin (%) -79.6% -126.2% -51.0% -42.1% -67.6% -75.1% -65.8% -61.1% -39.0% -3.3% 0.6% 11.9% -1.7%
Inventory write-down 3 024 § 8.70 3 043 5 (0.03) § 5 5 3 (0.03) $ 5 5 5 3 =
Restructuring and impairment 5 0.04 5 (2.42) 5 (0.46) 5 5 5 5 - % - 5 5 ) ) 3 =
Stock based compensation 3 549 $ 2.68 3 0.38 5 003 3§ 011§ 009 % 011 % 0.33 $ 011§ 019 % 019 % 019 % 0.68
Change in fair value of derivative liabilities 3 = 5 036) § (056) 5 - % - 3 - % -8 = $ $ $ $ 5 =
Change in fair value of warrant liabilities 3 - $ 0.56 3 049) 5 016 § 001 § 033 § - % 0.50 5 - 3 - % - % - % -
Company Reported Adjusted EBITDA $ (26.46) § (3148 § (1313) S (2.35) § (2.64) $ (2.59) $ (2550 8 (10.29) § (1.69) $ (0.06) $ 0.25 § 162 § 0.1
Company Reported Adjusted EBITDA Margin {%) -65.3% -07.8% -53.9% -39.4% -64.7% -64.5% -62.1% -56.6% -36.8% -0.8% 2.9% 13.5% 0.4%
Impairment of goodwill 3 - $ - 3 - 5 5 - 3 011 § 3 0.1 5 5 § § $ -
Gain (Loss) on disposal of assets 3 037y % 0.07 3 0.13 5 $ (0.01) § 001 § 3 = $ $ 5 $ $ =
Impairment of other long-lived assets 5 149 5 3.30 5 - 5 029 5 5 5 £ 0.29 5 5 5 5 £ -
Acquisition related costs 3 1.05 3 0.13 3 = 5 $ $ $ 3 = $ $ $ $ $ o
Public offering costs 3 252 5 3.26 3 1.05 5 5 5 5 ) = 5 5 $ $ 5 =
Other income, net 3 5.08 5 10.16 3 1.83 5 075 § 041§ 040 § 5 155 $ $ $ $ 3 -
Interest on trade accounts receivable 3 = 5 = 3 = 5 - % - % - % - % = $ - 3 - 3 - 3 - 8 =
EmergingGrowth.com Adjusted EBITDA $ (16.70) $ (14.56) § (10.13) % (1.31) $ (2.24) $ (2.07) $ (2.55) $ (8.29) § (1.69) $ (0.06) $ 0.25 § 1.62 § 0.1
EmergingGrowth.com Adjusted EBITDA Margin (%) -41.2% -45.2% -41.5% -22.0% -54.9% -51.6% -63.1% -45.8% -36.8% -0.8% 2.9% 13.5% 0.4%
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22nd Century Group, Inc.
Nasdaq: XXII

Balance Sheet

$ in Millions

2022 Actual 2023 Actual 2024 Actual 2025 Estimated 2026 Estimated
Fiscal Fiscal Fiscal 104 20A 30A 40QE Fiscal 1QE 20QE 3QE 4QE Fiscal
2022A 2023A 2024A Mar-25 Jun-25 Sep-25 Dec-25 2025E Mar-26 Jun-26 Sep-26 Dec-26 2026E
Cash & equivalents F] 3.02 F] 2.06 F] 442 5 113 % 308 & 485 5 686 § 6.86 5 492 5 461 5 461 5 5968 § 5.98
Short term investments 3 18.1% 3 - 3 - 5 - 5 - 5 - 5 - % = 5 - 5 - 5 - 5 -8 =
Accounts recevable, net 3 1.36 3 3.67 3 220 5 432 § 3sd 5 299 § 349 § 349 5 349 % 349 % 349 % 349 § 349
Insurance recoveries 3 = 3 307 3 077 5 077 % - 5 9580 § -8 = 5 - 5 - 5 - 5 -8 =
Inventories 3 727 3 435 3 2.02 5 256 § 2580 § 291 § 481 § 481 5 481 5 481 5 481 5 481 5§ 481
Pre-paid expenses/Other current assets 3 193 3 118 3 1.07 5 166 § 274§ 268 § 318 § 318 5 318 & 318 & 318 & 318 & 318
Current assets of discontinued operations held for sale 3 12.83 3 1.25 3 1.05 5 076 § - % - 3 - 3 = 5 - & - 5 - 5 - & =
Total Current Assets $ 44.61 $ 16.28 $ 1152 7§ 1110 7§ 11.87 § 2292 § 18.34 § 18.34 $ 16.40 § 16.09 § 16.09 § 1746 § 17.46
Property & equipment, net $ 3.69 3 3.39 3 277 5 266 § 257§ 245 § 25 § 256 5 271§ 286 § 302 5 3T 5 37
Operating lease right-of-use assets $ 0.94 $ 1.89 $ 1.64 5 157 § 150 § 077§ 077§ 077 $ 077 5 077 5 077 5 077 % 077
Intangible assets, net 3 7.21 3 592 3 572 5 611 § 643 § 62173 6.07 § 607 'S 59775 58775 57875 568 § 5.68
Other non-current assets 3 342 3 0.02 3 0.02 5 002 % 002 % 002 % 002 § 0.02 5 002 % 002 5 002 5 002 § 0.02
Moncurrent assets of discontinued operations held for sale 3 5478 3 - 3 - 5 - 5 - 5 - 5 - % - 5 - - - 5 - 8 =
TOTAL ASSETS $ 114.65 $ 21.50 $ 21.67 5 21.46 § 2238 § 3237 § 2174 § 21.74 $ 2586 § 2561 § 25.66 § 21.09 § 27.09
Accounts payable 3 2.05 3 445 3 240 5 309 § 289 § 260 § 260 § 260 5 260 5 260 5 260 5 260 5 260
Deferred Income 5 069§ 073§ - 5 008 § 026 § 008 "% 008 § 008 "5 00875 008 "5 008" 008 § 0.08
Accrued expenses $ 485 3 821 3 415 5 695 § 645 § E77 § 577 % 577 5 577 § 577§ 577§ 577 & 577
Short-term operating lease obligations $ 025 $ 023 $ 0.26 5 027 § 028 § 016 § 016 $ 0.16 5 016 § 016 § 016 § 016 & 0.16
Current portion of long term debt and notes payable $ 0.69 $ 6.39 $ 1.75 $ 393 § 38 § 037 § 037 § 0.37 $ 037 5 - $ - $ -5 o
Current liabilities of discontinued operations held for sale $ 414 $ 319 $ 1.28 $ 08 § 046 § 033 § 033 § 0.33 $ 033 5 033 5 033 5 033 § 0.33
Other current liabilities 3 0.35 3 1.85 3 0.12 5 122 § 120 § 123 § 123 § 1.23 5 123 § 123 § 123 § 123 § 1.23
Total Current Liabilities $ 13.02 $ 25.03 $ 9.96 $ 16.40 § 15.39 § 10.55 § 10.55 § 10.55 $ 10.55 % 10.18 § 10.18 § 10,18 § 10.18
Long-term debt, net of current portion 3 - 3 8.06 3 517 5 - 5 - 5 - 5 - % - 5 - 5 - 5 - 5 -8 =
Long-term operating lease liability 3 0.71 3 1.70 3 1.44 5 136 § 129 § 064 § 064 § 0.64 5 064 5 064 5 064 5 064 § 0.64
Moncurrent liabilities of discontinued operations held for sale 3 4.60 3 - 3 - 5 - 5 - 5 - 5 - % - 5 - 5 - 5 - 5 -3 =
Other long-term liabilities 3 034 3 112 3 1.10 5 007 § 007 § 007 § 007 § 0.07 5 007 % 007 & 007 & 007 § 0.07
TOTAL LIABILITIES $ 18.68 $ 359 $ 17.66 $ 17.83 § 16.75 § 11.26 § 11.26 § 11.26 $ 11.26 § 10.90 § 10.90 § 1090 § 10.90
Common Stock $ = $ = $ = 5 -8 -8 - 5 -3 = 5 - 5 - 5 - 5 - 8 =
Additional Paid-in Capital (adjusted for projection error) $ 333.90 3 370.30 3 397.88 $ 401.82 § 40724 § 41449 § 41338 § 413.38 $ 41348 § 414.03 & 41424 § 41443 ' § 414.43
Preferred Shares $ = $ = $ - 5 - $ - $ 273 % 273 % 273 5 273§ 273§ 273§ 273§ 273
Retained Eamings § (23781 § @37871) & (39387) 5  (398.20) §  (40161) §  (39612) §  (30963) 3  (39963) § (40162) 5 (402.05) §  (40220) 5 (40097) §  (400.97)
Accumulated Comprehensive Income/(Loss) $ (011 § = $ = 5 - $ - 3 - 8 = $ - 5 - 5 - 5 -5 =
Less: Treasury Stock 3 = 3 = 3 = $ - 3 - 3 - 3 = 5 -5 - 5 -5 - 5 =
TOTAL EQUITY $ 95.98 $ (8.41) $ 4.01 5 3.63 § 563 § 2110 § 16.48 § 16.48 $ 14.59 % 1471 § 1477 § 16.19 § 16.19
TOTAL LIABILITIES & EQUITY $ 114.65 $ 21.50 $ 21.67 $ 21.46 § 2238 § 3237 § 2175 § 21.75 $ 2586 % 25.60 % 2567 % 27.09 § 27.09
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22 Century Group, Inc.
Nasdaq: XXII

November 26, 2025
Quarterly Update Report

22nd Century Group, Inc.

Nasdaq: XXII
Cash Flow Statement
£ in Millions
2022 Actual 2023 Actual 2024 Actual 2025 Estimated 2026 Estimated
Fiscal Fiscal Fiscal 1QA 20A 3QA 4QE Fiscal 1QE 20QE 3QE 4QE Fiscal
2022A 2023A 2024A Mar-25 Jun-25 Sep-25 Dec-25 2025E Mar-26 Jun-26 Sep-26 Dec-26 2026E

Net income S (5980) $ (14078) 5  (1516) § 433) 5 (341) 5 549 5 (3.45) 5 570) 8§ (199) § 044) 5 (0.14) 5 123 § (1.34)
Stock-based compensation 3 549 $ 2.68 $ 0.38 $ 003 % 0115 009 % 011 s 0.33 5 011 % 019 % 019 % 019 § 0.68
Depraciation, depletion and amortization 3 457 $ 4.86 $ 1.01 ] 022 % 037 5 031 5 023 5 1.19 5 019 § 019 5 019 5 019 § 0.78
Bad debt expense 5 0.77 £ 1.02 £ 0.00 $ 051 % (0.00) & (0.00) $ 0.00 § 0.51 5 0.00 § 000 § 0.00 % 0.00 § 0.00
Gain/(loss) on disposal of property and equipment 3 037) % 0.07 $ 0.13 $ - % (0.01) & 001 § 3 = 3 $ - 3 - 8 -5 =
Gain from sale of equipment damaged or lost 3 - $ - $ - ] - 8 - 5 - % $ = 3 $ $ 3 $ =
Inventory write-down 5 0.24 5 8.70 5 0.43 5 (0.03) § (0.21) & 003 % £ (0.22) $ 5 5 $ 5 -
Change in fair value of derivative liabilities 3 = $ (0.36) % (0.56) $ - 0% - $ - 5 $ = 5 $ $ 5 3 =
Change in fair value of warrant liabilities 3 = B 0.56 B (049) 5 016 § (0.16) & 021 § 3 0.21 5 $ 5 3 $ =
Restructuring and impairment 5 0.04 $ (2.42) $ (0.35) $ $ - $ - 5 $ - $ $ 5 5 3 =
Impairment of goodwill 3 = $ = $ = $ 5 5 011§ $ 011 5 $ 5 5 3 =
Loss (gain) on sale of business 5 279 $ 5852 $ = 5 - 8 5 001) $ (001) 5 5 5 5 3 =
Impairment of other long-lived assets 3 149 $ 330 $ = ] 029 % § - 3 $ 0.29 5 ] 5 3 $ =
Deferred income taxes 5 (0.43) 5 043 5 0.01 $ - $ - $ - $ 3 - $ $ $ 5 3 =
Other 3 5.08 $ 10.16 $ 1.83 $ 075 % 041 5 040 % - 3 1.55 3 - $ - $ - 3 - $ -

Subtotal S (@4014) $ (5325 5 (1277) 8 (239) 5 291) 5 663 5 (3.05) 5 173) s (169) § 006) § 025 5 162 § 012
Accounts receivable, net - decrease (increase) 3 (288) % (0.02y $ (0.03) § (264) 5 079 § 055 § (0.50) § (1.80) % $ $ 3 5 =
Receivables from related parties - decrease (increase) 3 = B = $ = $ - 8 (0.25) & 025 § -5 = 5 $ 5 3 $ =
Inventories - decrease (increase) 5 (8.79) £ (5.93) £ 1.90 $ 0.51) 8 051 § 0.68) § (1.95) § (2.63) $ $ $ $ 3 -
Pre-paid expenses and other assets - decrease (increase) 3 092 § 045 $ 0.16 $ (0.49) (1.18) & 006 $ (0.50) § (211) 35 $ 5 5 3 =
Accounts payable - decrease (increase) 3 042 B 475 B (117 5 036 § (062) & 041) % -5 (067) § $ 5 3 $ =
Payables to related parties - decrease (increase) 3 0.75 $ - $ - $ - 3 - 5 (9.50) § 950 5 - 5 ] 5 3 $ =
Accrued expenses and other liabilities - decrease (increase) 3 014) % (100 % (2.49) $ 270 % 018 § 092) $ $ 1.96 5 $ 5 5 3 =
Income taxes payable - decrease (increase) 3 = $ = $ = $ - % - % - 3% - % = 3 - 5 - % - 8 - 5 =
Operating Activities - Net Cash Flow § (5171 §  (5489) § (14403) § (2.98) § (3.48) § 4.02) § 350 § (6.98) S (1.69) § (0.06) $ 0.25 § 162 § 0.12
Purchases of property and equipment 5 (573 5 562) 0.16) 5 (0.06) § (0.04) § 002) § 025) 5 037 S 025 § 025 s (0.25) 5 0.25) § {1.00)
Business divestitures, net of cash transferred 3 - 5 - 5 - 5 - 3 - 8 - 3 - 5 - 5 - 5 - 3 - 3 - % =
Purchases of property and equipment from related parties 5 - $ - $ - $ $ $ $ $ - 5 $ $ 5 5 -
Contributions to equity investee 3 (068) % = $ = $ 5 - $ 5 $ = 5 $ $ 5 3 =
Proceeds from disposal of P&E. discontinued operations. and insurance proceeds 3 0.41 B 419 B 0.02 $ 5 077 5 - % 3 0.77 5 $ 5 3 $ =
Purchase of short-term investment, net 3 28.58 $ 18.24 $ - ] - $ - ] (0.50) § - 3 (0.50) 3 - ] - $ - 3 - 3 =
Investing Activities - Net Cash Flow $ 2258 $ 1682 § 014 § (0.06) § 0.73 § 0.52) § 0.25) % 0.10) 5 0.25) § 025 $ (0.25) 5 0.25) § (1.00)
Borrowings on long-term debt 3 (166) % 322y % 0.02 $ 5 1.02 8 (1.02) $ $ - 5 $ 5 3 $ -
Borrowings on long-term debt - related parties 3 - 5 - 5 - $ - % -5 - % $ - $ $ $ $ 3 -
Repayments of long-term debt 5 = $ (9.70) % (1.62) $ (0.25) (1.40) & (2.68) $ -8 (4.34) 35 $ $ 3 3 =
Proceeds from financing transaction 5 35.00 $ 53.81 $ 19.49 5 -8 508 § 989 § (123) § 13.74 5 5 5 5 $ =
Proceeds from sale/leaseback transaction 3 = 3 = 3 = 5 5 5 5 - 5 = 5 5 5 5 5 o
Payments on sale/leaseback transaction 3 = $ = $ = $ 5 $ 5 $ = 5 $ $ 5 3 =
Dividends paid 3 = B = B = $ 5 5 5 3 = 3 $ $ 3 $ =
Principal payments on financing leases/notes 3 = $ = $ = $ 5 $ 5 $ = 3 § 5 3 5 =
Stock/debt issuance costs 3 252) § (3.26) i3 (1.05) $ 5 5 - 5 $ = 5 $ 5 5 3 =
Other $ ©00) § 042) 8 000) 5 -5 -5 011 5 -5 011 5 5 5 5 5 =
Financing Activities - Net Cash Flow 5 30.82 $ KTV | $ 16.85 $ (0.25) $ 470 § 6.30 § (1.23) § 9.52 $ $ $ $ $
Exchange rate effect 3 = $ = $ = $ 5 $ $ 3 = 3 $ $ 3 -5 =
Cash and Equivalents - Change 5 168§ 096) § 231§ (329 $ 195 § 176 $ 202 § 240§ (1.94) $ 031 $ (0.00) $ 137§ (0.88)
Cash Beginning 3 134 $ 302 $ 2.06 5 442 % 113 & 308 % 484 § 442 5 686 § 492 § 461 5 461 & 6.86
Cash End 5 3.02 £ 2.06 £ 4.42 3 113 % 308 § 484 % 686 §$ 6.86 3 492 § 461 % 461 % 598 § 5.98
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22nd Century Group, Inc.

Nasdaq: XXII

Discounted Cash Flow Model (DCF)
(& in millions, except per share)

Terminal
Estimates: 2025E 2026E 202TE 2028E 2029E 2030E 2031E 2032E 2033E 2034E  Value
Revenue ) 18.10 5 32580 % 6504 § 10082 § 13611 § 17694 § 22147 § 26541 § 30522 § 33574
Operating Income 5 (11.83) % (1.70) % 637 1446 5 3403 5 4423 % 5529 % 66.35 & 76.30 % 83.93
Less: Taxes (benefit) 3 (0.03) § - % - § - & - & - 5 1991 § 2383 § 2747 § 3022
NOPAT $ (1179 $ (1.70) § 6.37 $ 1446 § .03 % 4423 % 3539 § 42.46 § 48.83 % 53.72
Add: Depreciation & Amortization 5 119 5 0.78 143 5 183 % 272 % 354 5 442 5 531 5 6.10 5 6.71
Add: Changes in NWC $ - % - % - % - & - & - % - % - % -3 -
Less: Capital Expenditures 5 0.10 § 1.00 § 200 % 200 % 340 § 442 % 553 § 6.64 3§ 763 % 8.39
Free Cash Flow $ (10.71) $ (1.93) § 581 § 13.99 § 3335 § 4335 % 34.28 % 4114 § 4731 % 52.04 § 492.01
Discount Period - Months 1.00 13.00 25.00 37.00 49.00 61.00 73.00 85.00 97.00 109.00 109.00
Discount Period - Years 0.08 1.08 2.08 3.08 4.08 5.08 6.08 7.08 8.08 9.08 9.08
Discount Factor 0.08 0.87 0.76 0.67 0.59 0.52 0.45 0.40 0.35 0.31 0.31
Present Value of Free Cash Flow $ (0.88) § (1.67) § 443 9.37 19.60 § 22.38 % 15.54 § 16.37 § 16.53 § 15.96 § 150.92
Growth Rate Assumptions:
Revenue (2029 - 2034 sees 5% step-down/fyear) 35.0%
Terminal Growth Rate (g): 3.0%
Discount Rate at WACC: 13.9%
Margin Assumptions:
Operating Income 25.0%
D&A as a % of sales (100%) 2.0%
Taxes 36.0%
Changes in NWWC 0.0%
Capex as a % of sales (100%) 25%
Valuation: Price Target Sensitivity Analysis:
Shares Outstanding (Fully Dilluted) 23.80
PV of FCF 3 117.61 Terminal Growth Rate (g)
PV of Terminal Value 5 150.92 1.0% 2.0% 3.0% 4.0% 5.0%
Enterprise Value $ 268.54 - 13.0% 11.62 12.14 12.88 13.78 14.92
less: Net Debt (Q4:25E) 5 (6.49) N 13.5% 10.91 11.46 1211 12.90 13.87
less: Minority Interest 3 - § E 14.0% 10.35 10.84 11.41 12.10 12.95
Estimated Total Value 3 275.03 5 14.5% 9.84 1027 10,78 11.39 12.12
Est. Equity Value per Share (2025 YE) $ 11.56 | 15.0% 9.36 9.75 10.21 10.74 11.38
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