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PROSPECTUS

SUBSCRIPTION RIGHTS TO PURCHASE UP TO 300,000,000 UNITS

CONSISTING OF UP TO 300,000,000 SHARES OF COMMON STOCK

AND WARRANTS TO PURCHASE UP TO 210,000,000 SHARES OF COMMON STOCK

We are distributing to holders of our common stock, $0.001 par value, at no charge, up to 300,000,000
non-transferable subscription rights to purchase units. Each unit consists of one share of common stock and 0.70 of a
warrant. Each whole warrant will be exercisable for one share of our common stock. We refer to the offering that is
the subject of this prospectus as the rights offering. In the rights offering, you will receive two subscription rights for
every share of common stock owned at 5:00 p.m., Eastern Time, on February 27, 2018, the record date of the rights
offering. The common stock and the warrants comprising the units will be separate upon the closing of the rights
offering and will be issued separately but may only be purchased as a unit, and the units will not trade as a separate
security. The subscription rights will not be tradable. Each subscription right consists of a basic subscription right and
an over-subscription privilege, which we refer to as the subscription right.

Each subscription right will entitle you to purchase one unit, which we refer to as the basic subscription right, at a
subscription price per unit equal to $[●]. Each whole warrant entitles the holder to purchase one whole share of
common stock at an exercise price of per share equal to $[●] from the date of issuance through its expiration 5 years
from the date of issuance. In the event that holders exercise subscription rights for in excess of $5 million (not
including the over-subscription privilege), the amount subscribed for by each person will be proportionally reduced,
based on the amount subscribed for by each person (not including any over-subscription privilege subscribed for). If
you exercise your basic subscription rights in full, and any portion of the units remain available under the rights
offering, you will be entitled to an over-subscription privilege to purchase a portion of the unsubscribed units at the
subscription price, subject to proration based on the number of shares of common stock owned on the record date,
which we refer to as the over-subscription privilege.

You may only purchase the number of whole units purchasable upon exercise of the number of basic subscription
rights distributed to you in the rights offering, plus the over-subscription privilege, if any. Accordingly, the number of
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units that you may purchase in the rights offering is limited by the number of shares of our common stock you held on
the record date and by the extent to which other stockholders exercise their basic subscription rights and
over-subscription privileges, which we cannot determine prior to completion of the rights offering.

The subscription rights will expire if they are not exercised by 5:00 p.m., Eastern Time, on March 30, 2018, unless the
rights offering is extended or earlier terminated by the Company. There is no minimum number of subscription rights
that must be exercised in this rights offering, no minimum number that any subscription rights holder must exercise,
and no minimum number of units that we will issue at the closing of this rights offering. If we elect to extend the
rights offering, we will issue a press release announcing the extension no later than 9:00 a.m., Eastern Time, on the
next business day after the most recently announced expiration date of the rights offering. We may extend the rights
offering for a period not to exceed 30 days in our sole discretion. Once made, all exercises of subscription rights are
irrevocable.

We have engaged Advisory Group Equity Services, Ltd., d/b/a RHK Capital (referred to herein as “RHK Capital”) as
dealer-manager for this offering.
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We are conducting the rights offering to raise capital that we intend to use for general corporate purposes. Our
independent registered public accounting firm in its report on the January 1, 2017 financial statements has raised
substantial doubt about our ability to continue as a going concern. We had cash on hand in the amount of $104,135 as
of October 1, 2017. We estimate that the current funds on hand will be sufficient to continue operations through
January 2018. See “Use of Proceeds”.

You should carefully consider whether to exercise your subscription rights prior to the expiration of the rights
offering. All exercises of subscription rights are irrevocable, even if the rights offering is extended by our board of
directors.

If we amend the rights offering to allow for an extension of the rights offering for a period of more than 30 days or
make a fundamental change to the terms of the rights offering set forth in this prospectus, you may cancel your
subscription and receive a refund of any money you have advanced. Our board of directors may cancel the rights
offering at any time prior to the expiration of the rights offering for any reason. In the event the rights offering is
cancelled, all subscription payments received by the subscription agent will be returned, without interest, as soon as
practicable.

In the event that the exercise by a stockholder of the basic subscription right or the over-subscription privilege could,
as determined by the Company in its sole discretion, potentially result in a limitation on the Company’s ability to use
net operating losses, tax credits and other tax attributes, which we refer to as the “Tax Attributes,” under the Internal
Revenue Code of 1986, as amended, which we refer to as the “Code”, and rules promulgated by the Internal Revenue
Service, the Company may, but is under no obligation to, reduce the exercise by such stockholder of the basic
subscription privilege or the over-subscription privilege to such number of shares of common stock as the Company in
its sole discretion shall determine to be advisable in order to preserve the Company’s ability to use the Tax Attributes.

Our board of directors is making no recommendation regarding your exercise of the subscription rights. The
subscription rights may not be sold, transferred or assigned and will not be listed for trading on any stock exchange or
market.

Shares of our common stock are traded on the OTCQB under the symbol “GIGL”. On February 7, 2018, the closing
sales price for our common stock was $0.019 per share. The shares of common stock issued in the rights offering will
also be traded on the OTCQB under the same symbol.

Subscription
Price

Dealer
Manager

Proceeds,
Before
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Fees and
Expenses
(1)

Expenses,
to us

Per unit $ [●] $ [●] $[●]
Total (2) $ 5,000,000 $400,000 $4,600,000

(1) In connection with the rights offering, we have agreed to pay RHK Capital, the dealer-manager for this offering, a
cash fee up to 6.0% of the gross proceeds of this offering in cash, a non-accountable expense allowance up to 1.8% of
the gross proceeds of this offering, and an out-of-pocket accountable expense allowance of 0.2%.

(2) Assumes that the rights offering is fully subscribed and that the maximum offering amount in the aggregate of $5
million is subscribed. Excludes proceeds from the exercise of warrants included within the units.

The exercise of your subscription rights for shares of our common stock involves risks. See “Risk Factors”
beginning on page 14 of this prospectus as well as the risk factors and other information in any documents we
incorporate by reference into this prospectus to read about important factors you should consider before
exercising your subscription rights.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation
to the contrary is a criminal offense.

The distribution of this prospectus and the offering of the securities in certain jurisdictions may be restricted by law.
Persons outside the United States who come into possession of this prospectus must inform themselves about, and
observe any restrictions relating to, the offering of the securities and the distribution of this prospectus outside the
United States. This prospectus does not constitute, and may not be used in connection with, an offer to sell, or a
solicitation of an offer to buy, any securities offered by this prospectus in any jurisdiction in which it would be
unlawful for us to make such an offer or solicitation.

If you have any questions or need further information about this rights offering, please call Mackenzie Partners, Inc.,
our information agent for the rights offering at (800) 322-2885 (toll free).

Dealer-Manager

The date of this prospectus is February 14, 2018

You should read this prospectus, the documents incorporated by reference into this prospectus, and any prospectus
supplement or free writing prospectus that we may authorize for use in connection with this offering, in their entirety
before making an investment decision. You should also read and consider the information in the documents to which
we have referred you in the section of this prospectus entitled “Where You Can Find More Information”. These
documents contain important information that you should consider when making your investment decision.

We are only responsible for the information contained in, or incorporated by reference into, this prospectus, in any
prospectus supplement or in any free writing prospectus prepared by or on behalf of us or to which we have referred
you. We have not authorized anyone to provide any information other than that contained in this prospectus, in any
prospectus supplement or in any free writing prospectus prepared by or on behalf of us or to which we have referred
you. We are offering to sell, and seeking offers to buy, securities only in jurisdictions where such offers and sales are
permitted. The information in this prospectus, in any prospectus supplement or any free writing prospectus is accurate
only as of its date, regardless of its time of delivery or of any sale of securities. Our business, financial condition,
results of operations and prospects may have changed since that date.
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Unless otherwise indicated, information contained in this prospectus concerning our industry and the markets in which
we operate, including our general expectations and market position, market opportunity and market share, is based on
information from our own management estimates and research, as well as from industry and general publications and
research, surveys and studies conducted by third parties. Management estimates are derived from publicly available
information, our knowledge of our industry and assumptions based on such information and knowledge, which we
believe to be reasonable. In addition, assumptions and estimates of our and our industry’s future performance are
necessarily subject to a high degree of uncertainty and risk due to a variety of factors, including those described in
“Risk Factors”. These and other factors could cause our future performance to differ materially from our assumptions
and estimates. See “Note Regarding Forward-Looking Statements.”

Solely for convenience, trademarks and trade names referred to in this prospectus may appear without the ® and TM
symbols, but those references are not intended to indicate, in any way, that we will not assert, to the fullest extent
under applicable law, our rights, or that the applicable owner will not assert its rights, to these trademarks and
tradenames.

Except as otherwise indicated herein or as the context otherwise requires, references in this prospectus to “Giggles” “the
Company,” “we,” “us,” “our” and similar references refer to Giggles N’ Hugs Inc.
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COMPANY OVERVIEW

Business Overview

Giggles N Hugs is a unique restaurant concept that brings together high-end, organic food with the play elements and
entertainment for children. Giggles N Hugs offers an upscale, family-friendly atmosphere with a play area dedicated
to children ages 10 and younger. The restaurant has a high-quality menu made from fresh, organic foods that are
enjoyed by both children and adults. With nightly entertainment, such as magic shows, concerts, puppet shows, face
painting and arts and crafts, Giggles N Hugs is a destination for families seeking healthy food in a casual and fun
atmosphere.

In addition to its family-friendly vibe, Giggles N Hugs is also known for its own creation called “Mom’s Tricky Treat
Sauce,” which hides pureed vegetables in kids’ favorite meals such as pizza, pastas and macaroni and cheese.

The founders, Joey Parsi and his wife, Dorsa, conceived the idea when they tried dining out with their own children,
but spent the entire evening attending to quieting their kids and avoiding disapproving stares. From this frustrating
experience, they discovered that there was a significant need for high-quality restaurants where play time, healthy
food, and happy parents could converge. This idea led to the creation of Giggles N Hugs, a destination for parents and
kids to play and have fun while enjoying a gourmet meal.

Our restaurant offers a combination of high quality food and beverage with attentive service to ensure a memorable
experience. Our play areas are supervised by staff members who promote positive interaction, fun, and activities in
such a way that their presence often overshadows the presence of the vast number of toys and daily entertainment we
offer. Our restaurant features kid-size castles, giant climbers, a pirate ship, and a walk-on dragon, as well as tricycles,
swings, bounces, and an abundant selection of toys in each location. The Giggles N Hugs team is a group of
individuals that have been hired and trained to reflect our core beliefs of creating an environment for families to bond
and interact with one another. We encourage our staff members to be more than just employees, but instead to become
friends with our guests. The family-friendly feel of the restaurant and play space reflects its image and individuality in
the marketplace.

Corporate Information
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Our principal executive offices are located at 3222 Galleria Way, Glendale, California 91210. Our telephone number
is (818) 956-4847. Our corporate website is http://www.gigglesnhugs.com. The information on our website is not a
part of, or incorporated in, this prospectus.
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SUMMARY OF THE RIGHTS OFFERING

The following summary describes the principal terms of the rights offering, but is not intended to be complete. See the
information under the heading “The Rights Offering” in this prospectus for a more detailed description of the terms
and conditions of the rights offering.

Securities
Offered

We are distributing to holders of our common stock, $0.001 par value, at no charge, non-transferable
subscription rights to purchase units. Each unit consists of one share of common stock and 0.70
warrant. Each whole warrant will be exercisable for one share of our common stock. You will
receive two subscription rights for every share of common stock own at 5:00 p.m., Eastern Time, on
February 27, 2018, the record date of the rights offering. The common stock and the warrants
comprising the units will be separate upon the closing of the rights offering and will be issued
separately but may only be purchased as a unit, and the units will not trade as a separate security.
The subscription rights will not be tradable.

Warrants

Each whole warrant entitles the holder to purchase one whole share of common stock at an exercise
price of per share equal to $[●] from the date of issuance through its expiration 5 years from the date
of issuance. A holder may not exercise any portion of the warrant to the extent that the holder would
beneficially own more than 4.99% of our outstanding common stock after exercise, except that upon
at least 61 days’ prior notice from the holder to us, the holder may increase the amount of ownership
of outstanding stock after exercising the holder’s warrants up to 9.99% of the number of shares of our
common stock outstanding immediately after giving effect to the exercise, as such percentage
ownership is determined in accordance with the terms of the warrants. The foregoing limitation on
exercise does not apply to any holder who beneficially owns in excess of 4.99% of our outstanding
common stock immediately prior to the rights offering.

No Fractional
Shares or
Warrants

We will not issue fractional shares of common stock or warrants in the rights offering. Rights
holders will only be entitled to purchase a number of units representing a whole number of shares of
common stock, rounded up to the nearest whole number of units a holder would otherwise be
entitled to purchase. Fractional warrants will be rounded down to the nearest whole number.

Subscription
Price The subscription price per unit will be $[●].

Procedures for
Exercising
Subscription
Rights

To exercise your subscription rights, you must take the following steps:

If you are a record holder of our common stock, you must deliver payment and a properly completed
subscription rights certificate to the subscription agent to be received before 5:00 PM Eastern Time,
on March 30, 2018. You may deliver the documents and payments by first class mail or courier
service. If you use first class mail for this purpose, we recommend using registered mail, properly
insured, with return receipt requested.
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If you are a beneficial owner of shares that are registered in the name of a broker, dealer, custodian
bank, or other nominee, you should instruct your broker, dealer, custodian bank, or other nominee to
exercise your subscription rights on your behalf. Please follow the instructions of your nominee, who
may require that you meet a deadline earlier than 5:00 PM Eastern Time, on March 30, 2018.

Subscription
Right Each subscription right consists of a basic subscription right and an over-subscription privilege.

Basic
Subscription
Right

Each basic subscription right will entitle you to purchase one unit at the subscription price per unit
held by you on the record date of February 22, 2018, subject to proration described elsewhere.

4
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Use of Proceeds

We are conducting the offering to raise capital that we intend to use for general corporate
purposes. Our independent registered public accounting firm in its report on the January 1,
2017 financial statements has raised substantial doubt about our ability to continue as a going
concern. We had cash on hand in the amount of $104,135 as of October 1, 2017. We estimate
that the current funds on hand will be sufficient to continue operations through January 2018.
See “Use of Proceeds”.

No Board
Recommendation

Our board of directors is not making a recommendation regarding your exercise of the
subscription rights. You are urged to make your decision to invest based on your own
assessment of our business and the rights offering. Please see “Risk Factors” for a discussion of
some of the risks involved in investing in our securities.

No Revocation
All exercises of subscription rights are irrevocable, even if you later learn information that you
consider to be unfavorable to the exercise of your subscription rights and even if the rights
offering is extended for a period not to exceed 30 days by our board of directors.

U.S. Federal Income
Tax Considerations

Our U.S. tax counsel, Libertas Law Group, Inc., is of the opinion that the rights offering will
not be part of a disproportionate distribution, but certain aspects of that determination are not
certain. This position is not binding on the Internal Revenue Service (the “IRS”) or the courts,
however. You should consult your own tax advisor as to the tax consequences of the rights
offering in light of your particular circumstances. See “Material U.S. Federal Income Tax
Consequences” on page 34. For further information, please see “Material U.S. Federal Income
Tax Consequences”.

Extension,
Cancellation and
Amendment

Although we do not presently intend to do so, we may extend the rights offering for a period
not to exceed 30 days. Our board of directors may for any reason terminate the rights offering
at any time before the completion of the rights offering.

Subscription
Agent West Coast Stock Transfer, Inc.

Information
Agent Mackenzie Partners, Inc.

Dealer-Manager Advisory Group Equity Services, Ltd., d/b/a RHK Capital (referred to herein as “RHK Capital”)

Risk Factors

You should carefully read and consider the risk factors beginning on page 14 of this prospectus,
together with all of the other information included in or incorporated by reference into this
prospectus, before you decide to exercise your subscription rights to purchase shares of our
common stock.

5
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Distribution
Arrangements

RHK Capital is the dealer-manager for the rights offering. RHK Capital will provide marketing
assistance and advice to us in connection with the subscription rights. RHK Capital is not
underwriting or placing any of the rights or the units being sold in this rights offering and does not
make any recommendation with respect to such rights or units (including with respect to the exercise
of such subscription rights). As contemplated by the dealer-manager agreement, RHK Capital will
not solicit any holders of the securities (including the rights) or engage in the offer and sale of such
securities in any jurisdiction in which such securities are not qualified or registered for sale in
accordance with, or exempt from, the state securities or blue sky laws or Canadian provincial
securities laws of such jurisdiction unless and until (i) the Company has advised RHK Capital that
such securities have been qualified or registered in accordance with, or are exempt from application
of, the state securities or blue sky laws or the Canadian provincial securities laws of such jurisdiction,
as applicable, and (ii) RHK Capital possesses all required licenses and registrations to solicit or offer
such securities in that jurisdiction. We have agreed to pay the dealer-manager certain fees and to
reimburse the dealer-manager for certain out-of-pocket expenses incurred in connection with this
rights offering. See “Plan of Distribution” on page 41 for a discussion of the fees and expenses to be
paid to the dealer-manager in connection with this rights offering.

NYSE
American
Trading
Symbol

GIGL

Questions

If you have any questions about the rights offering, including questions about subscription
procedures and requests for additional copies of this prospectus or other documents, please contact
the information agent, Mackenzie Partners, Inc., at (212) 929-5500, (800) 322-2885 (toll free) or
rightsoffer@mackenziepartners.com.

Risk Factors

Before you invest in the offering, you should be aware that there are risks associated with your investment, including
the risks described in the section entitled “Risk Factors” beginning on page 14 of this prospectus, including, without
limitation, the risks related to our growth strategy, risks related to our business and risks related to the beverage
industry. You should carefully read and consider the risk factors contained in this prospectus, together with all of the
other information included in or incorporated by reference into this prospectus, before you decide to exercise your
subscription rights to purchase shares of our common stock.

QUESTIONS AND ANSWERS ABOUT THE RIGHTS OFFERING

The following are examples of what we anticipate will be common questions about the rights offering. The answers
are based on selected information included elsewhere in this prospectus. The following questions and answers do not
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contain all of the information that may be important to you and may not address all of the questions that you may
have about the rights offering. This prospectus and the documents incorporated by reference into this prospectus
contain more detailed descriptions of the terms and conditions of the rights offering and provide additional
information about us and our business, including potential risks related to the rights offering, the units offered hereby,
and our business. We urge you to read this entire prospectus and the documents incorporated by reference into this
prospectus.

Why are we conducting the rights offering?

We are conducting the offering to raise capital that we intend to use for general corporate purposes.

What is the rights offering?

We are distributing to holders of our common stock, $0.001 par value, at no charge, non-transferable subscription
rights to purchase units. Each unit consists of one share of common stock and 0.70 of a warrant. Each whole warrant
will be exercisable for one share of our common stock. You will receive two subscription rights for each whole share
of common stock owned at 5:00 p.m., Eastern Time, on February 27, 2018. Each subscription right will entitle the
holder to a basic subscription privilege and an over-subscription privilege.

6
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What are the basic subscription rights?

Basic subscription right will entitle you to purchase one unit, at the subscription price, per share of common stock held
by you on the record date of February 27, 2018. Each unit consists of one share of common stock and 0.70 of a
warrant. Each whole warrant will be exercisable for one share of our common stock. For example, if you owned 100
shares of common stock as of the record date, you will receive 100 subscription rights and will have the right to
purchase 100 units consisting of 100 shares of common stock and warrants to purchase 70 additional shares of our
common stock. You may exercise all or a portion of your basic subscription rights or you may choose not to exercise
any basic subscription rights at all.

If you are a record holder, the number of units you may purchase pursuant to your basic subscription rights is
indicated on the enclosed subscription rights certificate. If you hold your shares in the name of a broker, dealer, bank,
or other nominee who uses the services of the Depository Trust Company, or DTC, you will not receive a subscription
rights statement. Instead, DTC will issue two subscription rights to your nominee record holder for each share of our
common stock that you own as of the record date. If you are not contacted by your nominee, you should contact your
nominee as soon as possible.

If sufficient units are available, we will seek to honor your basic subscription request in full. In the event that holders
exercise subscription rights for in excess of $5 million (not including the over-subscription privilege), the amount
subscribed for by each person will be proportionally reduced, based on the amount subscribed for by each person (not
including any over-subscription privilege subscribed for).

See “The Rights Offering — Limitation on the Purchase of Units” for a description of certain limitations on purchase.

What is the over-subscription privilege?

If you exercise your basic subscription rights in full, you may also choose to exercise your over-subscription privilege
to purchase a portion of any units that the other record holders do not purchase through the exercise of their basic
subscription rights. You should indicate on your subscription rights certificate, or the form provided by your nominee
if your shares are held in the name of a nominee, the aggregate amount you would like to apply to purchase units
pursuant to your over-subscription privilege.
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If sufficient units are available, we will seek to honor your over-subscription request in full. If over-subscription
requests exceed the number of units available, however, we will allocate the available units pro-rata among the record
holders exercising the over-subscription privilege in proportion to the number of shares of our common stock each of
those record holders owned on the record date, relative to the number of shares owned on the record date by all record
holders exercising the over-subscription privilege. If this pro-rata allocation results in any record holders receiving a
greater number of units than the record holder subscribed for pursuant to the exercise of the over-subscription
privilege, then such record holder will be allocated only that number of units for which the record holder
oversubscribed, and the remaining units will be allocated among all other record holders exercising the
over-subscription privilege on the same pro rata basis described above. The proration process will be repeated until all
units have been allocated. See “The Rights Offering — Limitation on the Purchase of Units” for a description of certain
limitations on purchase.

7
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To properly exercise your over-subscription privilege, you must deliver to the subscription agent the subscription
payment related to your over-subscription privilege before the rights offering expires. See “The Rights Offering — The
Subscription Rights — Over-Subscription Privilege.” To the extent you properly exercise your over-subscription privilege
for a number of units that exceeds the number of unsubscribed units available to you, any excess subscription
payments will be returned to you as soon as practicable after the expiration of the rights offering, without interest or
penalty.

Our subscription agent for the rights offering, will determine the over-subscription allocation based on the formula
described above.

What are the terms of the warrants?

Each whole warrant entitles the holder to purchase one whole share of common stock at an exercise price of per share
equal to $[●] from the date of issuance through its expiration 5 years from the date of issuance. A holder may not
exercise any portion of the warrant to the extent that the holder would beneficially own more than 4.99% of our
outstanding common stock after exercise, except that upon at least 61 days’ prior notice from the holder to us, the
holder may increase the amount of ownership of outstanding stock after exercising the holder’s warrants up to 9.99%
of the number of shares of our common stock outstanding immediately after giving effect to the exercise, as such
percentage ownership is determined in accordance with the terms of the warrants. The foregoing limitation on exercise
does not apply to any holder who beneficially owns in excess of 4.99% of our outstanding common stock immediately
prior to the rights offering.

May I sell my warrants?

Subject to applicable laws and the restriction on transfer set forth in the warrant, the warrant may be transferred at the
option of the holder upon surrender of the warrant to us together with the appropriate instruments of transfer. The
warrants will not be listed for trading on any stock exchange or market.

Will fractional shares or warrants be issued upon exercise of subscription rights or upon the exercise of
warrants?

No. We will not issue fractional shares of common stock or warrants in the rights offering. Rights holders will only be
entitled to purchase a number of units representing a whole number of shares of common stock, rounded up to the
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nearest whole number of units a holder would otherwise be entitled to purchase. Fractional warrants will be rounded
down to the nearest whole number. Any excess subscription payments received by the subscription agent will be
returned as soon as practicable after expiration of the rights offering, without interest or penalty. Similarly, no
fractional shares of common stock will be issued in connection with the exercise of a warrant. If, upon exercise of a
warrant, the holder thereof would be entitled to receive a fractional share of common stock, upon exercise, the holder
will only be entitled to receive a whole number of shares of common stock, rounded up to the nearest whole number.

What effect will the rights offering have on our outstanding common stock?

On February 2, 2018, 145,602,251 shares of our common stock were outstanding. Based on the foregoing, and
assuming no other transactions by us involving our common stock prior to the expiration of the rights offering,  is
fully subscribed for the maximim number of units available, approximately 445,602,251 shares of our common stock
will be issued and outstanding and warrants to purchase approximately 210,000,000 additional shares of our common
stock will be outstanding (excluding the currently outstanding warrants). The exact number of shares of common
stock, warrants that we will issue in this rights offering will depend on subscription price and the number of units that
are subscribed for in the rights offering.

8
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How was the subscription price formula determined?

Our board of directors determined the subscription, taking into consideration, among other things, the following
factors:

● the current and historical trading prices of our common stock;

● the price at which stockholders might be willing to participate in the rights offering;

● the value of the warrant being issued as a component of the unit;

● our need for additional capital and liquidity;

● the cost of capital from other sources; and

● comparable precedent transactions, including the percentage of shares offered, the terms of the subscription rights
being offered, the subscription price and the discount that the subscription price represented to the immediately
prevailing closing prices for those offerings.

In conjunction with the review of these factors, our board of directors reviewed our history and prospects, including
our past and present earnings and cash requirements, our prospects for the future, the outlook for our industry and our
current financial condition. Our board of directors believes that the subscription price should be designed to provide
an incentive to our current stockholders to participate in the rights offering and exercise their basic subscription right
and their over-subscription privilege.

The subscription price does not necessarily bear any relationship to any established criteria for value. You should not
consider the subscription price as an indication of actual value of the Company or our common stock. We cannot
assure you that the market price of our common stock will not decline during or after the rights offering. You should
obtain a current price quote for our common stock before exercising your subscription rights and make your own
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assessment of our business and financial condition, our prospects for the future, and the terms of this rights offering.
Once made, all exercises of subscription rights are irrevocable.

Am I required to exercise all of the basic subscription rights I receive in the rights offering?

No. You may exercise any number of your basic subscription rights, or you may choose not to exercise any basic
subscription rights. If you do not exercise any basic subscription rights, the number of shares of our common stock
you own will not change. However, if you choose to not exercise your basic subscription rights in full, your
proportionate ownership interest in the Company will decrease. If you do not exercise your basic subscription rights in
full, you will not be entitled to exercise your over-subscription privilege.

How soon must I act to exercise my subscription rights?

If you received a subscription rights certificate and elect to exercise any or all of your subscription rights, the
subscription agent must receive your completed and signed subscription rights certificate and payment for both your
basic subscription rights and any over-subscription privilege you elect to exercise before the rights offering expires on
March 30, 2018, at 5:00 PM Eastern Time. If you hold your shares in the name of a broker, dealer, custodian bank, or
other nominee, your nominee may establish a deadline before the expiration of the rights offering by which you must
provide it with your instructions to exercise your subscription rights, along with the required subscription payment.

May I transfer my subscription rights?

No. The subscription rights may be exercised only by the stockholders to whom they are distributed, and they may not
be sold, transferred, assigned or given away to anyone else, other than by operation of law. As a result, a subscription
rights certificate may be completed only by the stockholder who receives the statement. The subscription rights will
not be listed for trading on any stock exchange or market.

Will our directors and executive officers participate in the rights offering?

To the extent they hold common stock as of the record date, our directors and executive officers will be entitled to
participate in the rights offering on the same terms and conditions applicable to other rights holders. None of our
directors or executive officers has entered into any binding commitment or agreement to exercise subscription rights
received in the rights offering.
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Has the board of directors made a recommendation to stockholders regarding the rights offering?

No. Our board of directors is not making a recommendation regarding your exercise of the subscription rights.
Stockholders who exercise subscription rights will incur investment risk on new money invested. We cannot predict
the price at which our shares of common stock will trade after the rights offering. On February 2, 2018 the closing
price of our common stock was $0.01975 per share. The market price for our common stock may be above the
subscription price or may be below the subscription price. If you exercise your subscription rights, you may not be
able to sell the underlying shares of our common stock or warrants in the future at the same price or a higher price.
You should make your decision based on your assessment of our business and financial condition, our prospects for
the future, the terms of the rights offering and the information contained in this prospectus. See “Risk Factors” for
discussion of some of the risks involved in investing in our securities.

How do I exercise my subscription Rights?

If you are a stockholder of record (meaning you hold your shares of our common stock in your name and not through
a broker, dealer, bank, or other nominee) and you wish to participate in the rights offering, you must deliver a properly
completed and signed subscription rights certificate, together with payment of the subscription price for both your
basic subscription rights and any over-subscription privilege you elect to exercise, to the subscription agent before
5:00 PM Eastern Time, on March 30, 2018. If you are exercising your subscription rights through your broker, dealer,
bank, or other nominee, you should promptly contact your broker, dealer, bank, or other nominee and submit your
subscription documents and payment for the units subscribed for in accordance with the instructions and within the
time period provided by your broker, dealer, bank or other nominee.

What if my shares are held in “street name”?

If you hold your shares of our common stock in the name of a broker, dealer, bank, or other nominee, then your
broker, dealer, bank, or other nominee is the record holder of the shares you own. The record holder must exercise the
subscription rights on your behalf. Therefore, you will need to have your record holder act for you.

If you wish to participate in this rights offering and purchase units, please promptly contact the record holder of your
shares. We will ask the record holder of your shares, who may be your broker, dealer, bank, or other nominee, to
notify you of this rights offering.
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What form of payment is required?

You must timely pay the full subscription price pursuant to the exercise of subscription rights by delivering to the
subscription agent a:

●cashier’s check drawn on a U.S. bank; or
●wire transfer.

When will I receive my new shares of common stock and warrants?

The subscription agent will arrange for the issuance of the common stock and warrants as soon as practicable after the
expiration of the rights offering, payment for the units subscribed for has cleared, and all prorating calculations and
reductions contemplated by the terms of the rights offering have been effected. All shares and warrants that you
purchase in the rights offering will be issued in book-entry, or uncertificated, form meaning that you will receive a
direct registration (DRS) account statement from our transfer agent reflecting ownership of these securities if you are
a holder of record of shares. If you hold your shares in the name of a broker, dealer, bank, or other nominee, DTC will
credit your account with your nominee with the securities you purchase in the rights offering.
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After I send in my payment and subscription rights certificate to the Subscription Agent, may I cancel my
exercise of Subscription Rights?

No. Exercises of subscription rights are irrevocable unless the rights offering is terminated, even if you later learn
information that you consider to be unfavorable to the exercise of your subscription rights. You should not exercise
your subscription rights unless you are certain that you wish to participate in the rights offering.

How much will the Company receive from the rights offering?

Assuming the rights offering is fully subscribed, we estimate that the net proceeds from the rights offering will be
approximately $4,250,000, after deducting fees and expenses payable to the dealer-manager, and after deducting other
expenses payable by us and excluding any proceeds received upon exercise of any warrants issued in the rights
offering.

What are the limitations on the exercise of the basic subscription privilege and over-subscription privilege?

In the event that the exercise by a stockholder of the basic subscription privilege or the over-subscription privilege
could, as determined by the Company in its sole discretion, potentially result in a limitation on the Company’s ability
to use net operating losses, tax credits and other tax attributes, which we refer to as the “Tax Attributes,” under the
Internal Revenue Code of 1986, as amended, which we refer to as the “Code”, and rules promulgated by the Internal
Revenue Service, the Company may, but is under no obligation to, reduce the exercise by such stockholder of the
basic subscription privilege or the over-subscription privilege to such number of shares of common stock as the
Company in its sole discretion shall determine to be advisable in order to preserve the Company’s ability to use the
Tax Attributes.

Are there risks in exercising my subscription rights?

Yes. The exercise of your subscription rights involves risks. Exercising your subscription rights involves the purchase
of additional shares of our common stock and warrants to purchase common stock and you should consider this
investment as carefully as you would consider any other investment. We cannot assure you that the market price of
our common stock will exceed the subscription price, nor can we assure you that the market price of our common
stock will not further decline after the rights offering. We also cannot assure you that you will be able to sell shares of
our common stock or warrants purchased in the rights offering at a price equal to or greater than the subscription
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price. In addition, you should carefully consider the risks described under the heading “Risk Factors” for discussion of
some of the risks involved in investing in our securities.

Can the board of directors terminate or extend the rights offering?

Yes. Our board of directors may decide to terminate the rights offering at any time and for any reason before the
expiration of the rights offering. We also have the right to extend the rights offering for period not to exceed 30 days.
We do not presently intend to extend the rights offering. We will notify stockholders if the rights offering is
terminated or extended by issuing a press release.

If the rights offering is not completed or is terminated, will my subscription payment be refunded to me?

Yes. The subscription agent will hold all funds it receives in a segregated bank account until completion of the rights
offering. If we will cancel the offering, you will receive a refund of the money you have advanced, without interest. If
you own shares in “street name,” it may take longer for you to receive your subscription payment because the
subscription agent will return payments through the record holder of your shares.
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How do I exercise my subscription rights if I live outside the United States?

The subscription agent will hold subscription rights certificates for stockholders having addresses outside the United
States. To exercise subscription rights, foreign stockholders must notify the subscription agent and timely follow other
procedures described in the section entitled “The Rights Offering — Foreign Stockholders”.

What fees or charges apply if I purchase shares of our common stock?

We are not charging any fee or sales commission to issue subscription rights to you or to issue shares to you if you
exercise your subscription rights. If you exercise your subscription rights through the record holder of your shares,
you are responsible for paying any fees your record holder may charge you.

What are the U.S. federal income tax consequences of exercising subscription rights?

For U.S. federal income tax purposes you will not recognize income or loss in connection with the receipt or exercise
of subscription rights in the rights offering. Our U.S. tax counsel, Libertas Law Group, Inc., is of the opinion that the
rights offering will not be part of a disproportionate distribution, but certain aspects of that determination are not
certain. This position is not binding on the Internal Revenue Service (the “IRS”) or the courts, however. You should
consult your tax advisor as to the tax consequences of the rights offering in light of your particular circumstances. For
a more detailed discussion, see “Material U.S. Federal Income Tax Consequences” on page 46.

To whom should I send my forms and payment?

If your shares are held in the name of a broker, dealer or other nominee, then you should send your subscription
documents, rights certificate, notices of guaranteed delivery and subscription payment to that record holder. If you are
the record holder, then you should send your subscription documents, rights certificate, notices of guaranteed delivery
and subscription payment by hand delivery, first class mail or courier service to:

West Coast Stock Transfer, Inc.

721 N. Vulcan Ave. Ste. 205
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Encinitas, CA 92024

You are solely responsible for completing delivery to the subscription agent of your subscription documents, rights
certificate and payment. We urge you to allow sufficient time for delivery of your subscription materials to the
subscription agent.

Whom should I contact if I have other questions?

If you have any questions about the rights offering, including questions about subscription procedures and requests for
additional copies of this prospectus or other documents, please contact the information agent, Mackenzie Partners,
Inc., at (212) 929-5500, (800) 322-2885 (toll free) or rightsoffer@mackenziepartners.com.

Who is the dealer-manager?

RHK Capital will act as dealer-manager for the rights offering. RHK Capital is not underwriting or placing any of the
subscription rights or the units being sold in this offering and does not make any recommendation with respect to such
rights or units (including with respect to the exercise of such subscription rights). As contemplated by the
dealer-manager agreement, RHK Capital will not solicit any holders of the securities (including the rights) or engage
in the offer and sale of such securities in any jurisdiction in which such securities are not qualified or registered for
sale in accordance with, or exempt from, the state securities or blue sky laws or Canadian provincial securities laws of
such jurisdiction unless and until (i) the Company has advised RHK Capital that such securities have been qualified or
registered in accordance with, or are exempt from application of, the state securities or blue sky laws or the Canadian
provincial securities laws of such jurisdiction, as applicable, and (ii) RHK Capital possesses all required licenses and
registrations to solicit or offer such securities in that jurisdiction. See “Plan of Distribution” on page 41 for a discussion
of the fees and expenses to be paid to the dealer-manager in connection with this rights offering.
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WHERE YOU CAN FIND ADDITIONAL INFORMATION

We have filed with the SEC a registration statement on Form S-1, including exhibits and schedules, under the
Securities Act, with respect to the shares of common stock being offered by this prospectus. This prospectus, which
constitutes part of the registration statement, does not contain all of the information in the registration statement and
its exhibits. For further information about the Company and the common stock offered by this prospectus, we refer
you to the registration statement and its exhibits. Statements contained in this prospectus as to the contents of any
contract or any other document referred to are not necessarily complete, and in each instance, we refer you to the copy
of the contract or other document filed as an exhibit to the registration statement. Each of these statements is qualified
in all respects by this reference.

You can read our SEC filings, including the registration statement, over the Internet at the SEC’s website at
www.sec.gov. You may also read and copy any document we file with the SEC at its public reference facilities at 100
F Street, NE, Washington, D.C. 20549. You may also obtain copies of these documents at prescribed rates by writing
to the Public Reference Section of the SEC at 100 F Street, NE, Washington, D.C. 20549. Please call the SEC at
1-800-SEC-0330 for further information on the operation of the public reference facilities. We will also provide you
with a copy of any or all of the reports or documents that have been incorporated by reference into this prospectus or
the registration statement of which it is a part upon written or oral request, and at no cost to you. If you would like to
request any reports or documents from the company, please contact:

Joey Parsi, Chief Executive Officer

Giggles N’ Hugs, Inc.

3222 Galleria Way

Glendale, California 91210

Telephone: (818) 956-4847

We are subject to the information reporting requirements of the Securities Exchange Act of 1934, as amended, and we
will file reports, proxy statements and other information with the SEC. These reports, proxy statements and other
information will be available for inspection and copying at the public reference room and web site of the SEC referred
to above. We also maintain a website at www.gigglesnhugs.com, at which you may access these materials free of
charge as soon as reasonably practicable after they are electronically filed with, or furnished to, the SEC. Information
contained on or accessible through our website is not a part of this prospectus, and the inclusion of our website
address in this prospectus is an inactive textual reference only.
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NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements, within the meaning of the Federal securities laws, which involve
substantial risks and uncertainties. Any statements contained herein that are not statements of historical fact may be
deemed to be forward-looking statements. Without limiting the foregoing, the words “outlook”, “believes”, “plans”, “intends”,
“expects”, “goals”, “potential”, “continues”, “may”, “should”, “seeks”, “will”, “would”, “approximately”, “predicts”, “estimates”, “anticipates”
and similar expressions are intended to identify forward-looking statements, although not all forward-looking
statements contain these words. You should read statements that contain these words carefully because they discuss
our plans, strategies, prospects and expectations concerning our business, operating results, financial condition and
other similar matters. We believe that it is important to communicate our future expectations to our investors. There
will be events in the future, however, that we are not able to predict accurately or control. The factors listed under
“Risk Factors” in this prospectus and in any documents incorporated by reference into this prospectus as well as any
cautionary language in this prospectus, provide examples of risks, uncertainties and events that may cause our actual
results to differ materially from the expectations we describe in our forward-looking statements. Such risks and
uncertainties include, among other things, risks and uncertainties related to:

●our ability to diversify our operations;

●inability to raise additional financing for working capital;

●
the fact that our accounting policies and methods are fundamental to how we report our financial condition and
results of operations, and they may require our management to make estimates about matters that are inherently
uncertain;

●our ability to attract key personnel;

●our ability to operate profitably;

●deterioration in general or regional economic conditions;
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●adverse state or federal legislation or regulation that increases the costs of compliance, or adverse findings by aregulator with respect to existing operations;

●changes in U.S. GAAP or in the legal, regulatory and legislative environments in the markets in which we operate;

●the inability of management to effectively implement our strategies and business plan;

●inability to achieve future sales levels or other operating results;

●the unavailability of funds for capital expenditures; and

●other risks and uncertainties detailed in this report.

Before you invest in our securities, you should be aware that the occurrence of the events described in these risk
factors and elsewhere in this prospectus under the heading “Risk Factors” could have a material adverse effect on our
business, results of operations and financial position. Any forward-looking statement made by us in this prospectus
speaks only as of the date on which we make it. Factors or events that could cause our actual results to differ will
emerge from time to time, and it is not possible for us to predict all of them. We undertake no obligation to update or
revise publicly any forward-looking statements, whether as a result of new information, future events or otherwise,
except as required by law. All forward-looking statements should be evaluated with the understanding of their
inherent uncertainty. You are advised to consult any further disclosures we make on related subjects in the reports we
file with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act.

RISK FACTORS

An investment in our common stock involves a high degree of risk. You should carefully consider the risks described
below, together with the other information included or incorporated by reference in this prospectus, before making a
decision to invest in our common stock or to exercise your subscription rights to purchase shares of our common
stock. If any of these risks actually occur, our business, results of operations and financial condition could suffer. In
that case, the market price of our common stock could decline, and you may lose all or part of your investment.

RISKS RELATED TO THE RIGHTS OFFERING

Your interest in our company may be diluted as a result of this offering.
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Common stockholders who do not fully exercise their respective rights should expect that they would, at the
completion of this offering, own a smaller proportional interest in our Company than would otherwise be the case had
they fully exercised their basic subscription rights.

The market price of our common stock is volatile and may decline before or after the subscription rights expire.

The market price of our common stock could be subject to wide fluctuations in response to numerous factors, some of
which are beyond our control. These factors include, among other things, actual or anticipated variations in our costs
of doing business, operating results and cash flow, the nature and content of our earnings releases and our competitors’
earnings releases, customers, competitors or markets, changes in financial estimates by securities analysts, business
conditions in our markets and the general state of the securities markets and the market for similar stocks, changes in
capital markets that affect the perceived availability of capital to companies in our industry, governmental legislation
or regulation, as well as general economic and market conditions, such as continued downturns in our economy and
recessions.
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We cannot assure you that the market price of our common stock will not decline after you elect to exercise your
subscription rights. If that occurs, you may have committed to buy shares of our common stock in the rights offering
at a price greater than the prevailing market price, and could have an immediate unrealized loss. Moreover, we cannot
assure you that following the exercise of your subscription rights you will be able to sell your common stock at a price
equal to or greater than the subscription price. Until shares are delivered upon expiration of the rights offering, you
will not be able to sell the shares of our common stock that you purchase in the rights offering. Certificates (physical,
electronic or book entry from) representing shares of our common stock purchased will be delivered as soon as
practicable after expiration of the rights offering. We will not pay you interest on funds delivered to the subscription
agent pursuant to the exercise of subscription rights.

Completion of this offering is not subject to us raising a minimum offering amount and therefore proceeds may be
insufficient to meet our objectives, thereby increasing the risk to investors in this offering.

Completion of this offering is not subject to us raising a minimum offering amount. As such, proceeds from this rights
offering may not be sufficient to meet the objectives we state in this prospectus or other corporate milestones that we
may set.

The subscription rights are not transferable and there is no market for the subscription rights.

You may not sell, transfer or assign your subscription rights. Because the subscription rights are non-transferable,
there is no market or other means for you to directly realize any value associated with the subscription rights. You
must exercise the subscription rights and acquire additional shares of our common stock to realize any value that may
be embedded in the subscription rights.

None of our officers, directors or significant stockholders are obligated to exercise their subscription right and, as
a result, the offering may be undersubscribed.

As a group, our officers and directors own approximately 19.25% of our outstanding common stock. None of our
officers or directors are obligated to participate in this offering. We cannot guarantee you that any of our officers or
directors or significant stockholders will exercise their basic or over-subscription rights to purchase any shares issued
in connection with this offering. As a result, the offering may be undersubscribed and proceeds may not be sufficient
to meet the objectives we state in this prospectus or other corporate milestones that we may set.
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This offering may cause the price of our common stock to decrease.

Depending upon the trading price of our common stock at the time of our announcement of the rights offering and its
terms, including the subscription price, together with the number of shares of common stock we propose to issue and
ultimately will issue if this offering is completed, may result in an immediate decrease in the market value of our
common stock. This decrease may continue after the completion of this offering. If that occurs, you may have
committed to buy shares of common stock in the rights offering at a price greater than the prevailing market price.
Further, if a substantial number of rights are exercised and the holders of the shares received upon exercise of those
rights choose to sell some or all of those shares, the resulting sales could depress the market price of our common
stock. Your purchase of shares of our common stock in the rights offering may be at a price greater than the prevailing
trading price. There is no assurance that following the exercise of your rights you will be able to sell your common
stock at a price equal to or greater than the subscription price.

You could be committed to buying shares of common stock above the prevailing market price.

Once you exercise your basic and any over-subscription rights, you may not revoke such exercise even if you later
learn information that you consider to be unfavorable to the exercise of your rights. We cannot assure you that the
market price of our shares of common stock will not decline prior to the expiration of this offering or that a
subscribing rights holder will be able to sell shares of common stock purchased in this offering at a price equal to or
greater than the subscription price.
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If we terminate this offering for any reason, we will have no obligation other than to return subscription monies
promptly.

We may decide, in our discretion and for any reason, to cancel or terminate the rights offering at any time prior to the
expiration date. If this offering is terminated, we will have no obligation with respect to rights that have been
exercised except to return promptly, without interest or deduction, the subscription monies deposited with the
subscription agent. If we terminate this offering and you have not exercised any rights, such rights will expire
worthless.

Our common stock price may be volatile as a result of this rights offering.

The trading price of our common stock may fluctuate substantially. The price of the common stock that will prevail in
the market after this offering may be higher or lower than the subscription price depending on many factors, some of
which are beyond our control and may not be directly related to our operating performance. These factors include, but
are not limited to, the following:

●price and volume fluctuations in the overall stock market from time to time;

●significant volatility in the market price and trading volume of our securities;

●actual or anticipated changes or fluctuations in our operating results;

●material announcements by us regarding business performance, financings, mergers and acquisitions or othertransactions;

●general economic conditions and trends;

●competitive factors; or

●departures of key personnel.

We will have broad discretion in the use of the net proceeds from this offering and may not use the proceeds
effectively.

Although we plan to use the proceeds of this offering primarily for strategic acquisitions and working capital, we will
not be restricted to such use and will have broad discretion in determining how the proceeds of this offering will be
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used. Our discretion is not substantially limited by the uses set forth in this prospectus in the section entitled “Use of
Proceeds”. While our board of directors believes the flexibility in application of the net proceeds is prudent, the broad
discretion it affords entails increased risks to the investors in this offering. Investors in this offering have no current
basis to evaluate the possible merits or risks of any application of the net proceeds of this offering. Our stockholders
may not agree with the manner in which we choose to allocate and spend the net proceeds.

If you do not act on a timely basis and follow subscription instructions, your exercise of rights may be rejected.

Holders of shares of common stock who desire to purchase shares of our common stock in this offering must act on a
timely basis to ensure that all required forms and payments are actually received by the subscription agent prior to
5:00 p.m., Eastern Time, on the expiration date, unless extended. If you are a beneficial owner of shares of common
stock and you wish to exercise your rights, you must act promptly to ensure that your broker, dealer, custodian bank,
trustee or other nominee acts for you and that all required forms and payments are actually received by your broker,
dealer, custodian bank, trustee or other nominee in sufficient time to deliver such forms and payments to the
subscription agent to exercise the rights granted in this offering that you beneficially own prior to 5:00 p.m., Eastern
Time on the expiration date, as may be extended. We will not be responsible if your broker, dealer, custodian bank,
trustee or other nominee fails to ensure that all required forms and payments are actually received by the subscription
agent prior to 5:00 p.m., Eastern Time, on the expiration date, as may be extended.
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If you fail to complete and sign the required subscription forms, send an incorrect payment amount, or otherwise fail
to follow the subscription procedures that apply to your exercise in this offering, the subscription agent may,
depending on the circumstances, reject your subscription or accept it only to the extent of the payment received.
Neither we nor the subscription agent undertakes to contact you concerning an incomplete or incorrect subscription
form or payment, nor are we under any obligation to correct such forms or payment. We have the sole discretion to
determine whether a subscription exercise properly follows the subscription procedures.

If you make payment of the subscription price by uncertified check, your check may not clear in sufficient time to
enable you to purchase shares in this rights offering.

Any uncertified check used to pay for shares to be issued in this rights offering must clear prior to the expiration date
of this rights offering, and the clearing process may require five or more business days. If you choose to exercise your
subscription rights, in whole or in part, and to pay for shares by uncertified check and your check has not cleared prior
to the expiration date of this rights offering, you will not have satisfied the conditions to exercise your subscription
rights and will not receive the shares you wish to purchase.

The tax treatment of the rights offering is somewhat uncertain and it may be treated as a taxable event to our
stockholders.

If the rights offering is deemed to be part of a “disproportionate distribution” under section 305 of the Internal Revenue
Code, our stockholders may recognize taxable income for U.S. federal income tax purposes in connection with the
receipt of subscription rights in the rights offering depending on our current and accumulated earnings and profits and
our stockholders’ tax basis in our common stock. A “disproportionate distribution” is a distribution or a series of
distributions, including deemed distributions, that has the effect of the receipt of cash or other property by some
stockholders or holders of debt instruments convertible into stock and an increase in the proportionate interest of other
stockholders in a company’s assets or earnings and profits. It is unclear whether the fact that we have outstanding
options and certain other equity-based awards could cause the receipt of subscription rights to be part of a
disproportionate distribution. Please see “Material U.S. Federal Income Tax Consequences” for further information on
the treatment of the rights offering.

We may amend or modify the terms of the rights offering at any time prior to the expiration of the rights offering in
our sole discretion.

Our board of directors reserves the right to amend or modify the terms of the rights offering in its sole discretion.
Although we do not presently intend to do so, we may choose to amend or modify the terms of the rights offering for
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any reason, including, without limitation, in order to increase participation in the rights offering. Such amendments or
modifications may include a change in the subscription price, although no such change is presently contemplated. If
we should make any fundamental changes to the terms of the rights offering set forth in this prospectus, we will file a
post-effective amendment to the registration statement in which this prospectus is included, offer potential purchasers
who have subscribed for rights the opportunity to cancel such subscriptions and issue a refund of any subscription
payments advanced by such stockholder and recirculate an updated prospectus after the post-effective amendment is
declared effective by the SEC. In addition, upon such event, we may extend the expiration date of the rights offering
to allow holders of rights ample time to make new investment decisions and for us to recirculate updated
documentation. Promptly following any such occurrence, we will issue a press release announcing any changes with
respect to the rights offering and the new expiration date. The terms of the rights offering cannot be modified or
amended after the expiration date of the rights offering.

RISKS ASSOCIATED WITH OUR BUSINESS AND MARKETPLACE

We have a limited operating history in the restaurant industry on which to evaluate our potential and determine if
we will be able to execute our business plan, and depends on our two restaurant locations to generate all of our
restaurant revenues.

Although we plan on identifying and opening new restaurant locations, we will initially rely on the Woodland Hills,
California and Glendale, California locations for all of our revenue. Investments in our securities should be considered
in light of the risks and difficulties we will encounter as we attempt to penetrate the restaurant industry.
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In addition, we cannot guarantee that we will be able to achieve our expansion goals or that new restaurants will
generate sufficient revenues or be operated profitably. Our ability to expand will depend on a number of factors many
of which are beyond our control. These risks may include, but are not limited to:

●Locating suitable restaurant sites in new and existing markets;

●Obtaining acceptable financing for construction of new restaurants or negotiating acceptable lease terms;

●Recruiting, training and retaining qualified corporate and restaurant personnel and management;

●Cost effective and timely planning, design and build-out of restaurants;

●Obtaining and maintaining required local, state and federal government approvals;

●Creating guest awareness of our restaurants in new markets;

●Competition in our markets; and

●General economic conditions.

If we are unable to expand our restaurant concept, our potential for growth and our results of operations could be
harmed significantly.

A critical factor in our future viability will be our ability to expand our Giggles N’ Hugs restaurant concept. Our
growth plans contemplate opening a number of additional restaurants in future months and years. If we do not open
and operate new restaurants, our growth and results of operations could be harmed significantly. Our ability to open
new restaurants in a timely manner and operate them profitably depends upon a number of factors, many of which are
beyond our control, including the following:

●The success of this rights offering;

●The availability and cost of suitable restaurant locations for development, our ability to compete effectively for thoselocations, and enter into purchase or long-term lease agreements for such locations on acceptable terms;

●The timing of delivery of leased premises from our landlords so we can commence our build-out constructionsactivities;

●Construction and development costs;

●

Edgar Filing: Giggles N' Hugs, Inc. - Form 424B3

39



Obtaining and maintaining required local, state and federal governmental approvals and permits related to the
construction of restaurant sites and the sale of prepared food products;

●Labor shortages or disputes experienced by our landlords or outside contractors; and

●Unforeseen engineering or environmental problems with the leased premises.
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Our auditors have expressed substantial doubt about our ability to continue as a going concern.

Our consolidated financial statements for the period ended October 1, 2017 have been prepared on a going concern
basis, which contemplates the realization of assets and the settlement of liabilities and commitments in the normal
course of business. As reflected in the accompanying consolidated financial statements, during the thirty-nine weeks
ended October 1, 2017, the Company incurred a net loss of 1,314,909, used cash in operations of $213,887, and had a
stockholders’ deficit of $1,626,577 as of that date. These factors raise substantial doubt about the Company’s ability to
continue as a going concern. The ability of the Company to continue as a going concern is dependent upon the
Company’s ability to raise additional funds and implement its business plan. In addition, the Company’s independent
registered public accounting firm in its report on the January 1, 2017 financial statements has raised substantial doubt
about the Company’s ability to continue as a going concern. The financial statements do not include any adjustments
that might be necessary if the Company is unable to continue as a going concern.

The Company had cash on hand in the amount of $104,135 as of October 1, 2017. Management estimates that the
current funds on hand will be sufficient to continue operations through January 2018. Management is currently
seeking additional funds, primarily through the issuance of debt and 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 the Company. Even if the Company is 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
or equity financing.

Our expansion into new markets may present increased risks due to our unfamiliarity with the geographic area.

As a part of our expansion strategy, we expect we will be opening restaurants in markets in which we have no prior
operating experience. These new markets may have different competitive conditions, consumer tastes and
discretionary spending patterns. In addition, any new restaurants may take several months to reach budgeted operating
levels due to problems associated with new restaurants, including lack of market awareness, inability to hire sufficient
staff and other factors. Although we will attempt to mitigate these factors by paying careful attention to training and
staffing needs, there can be no assurance that we will be able to operate new restaurants on a profitable basis.

We may be unable to compete effectively in both our current Woodland Hills, California, and Glendale, California
locations and at those sites where we may establish and operate additional restaurants. Our inability to compete
could adversely affect your investment.
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The restaurant industry is intensely competitive and fragmented. We believe that we compete primarily with casual
and quick-casual establishments with play areas. We also compete with play areas without restaurants such as Under
the Sea Indoor Playgrounds. Many of our direct and indirect competitors in our Woodland Hills, California and
Glendale, California locations, where our restaurants are located, are well-established national, regional or local chains
with a greater market presence than us. Further, many of these competitors have substantially greater financial,
marketing and other resources than us, have been in business longer, have greater name recognition and are better
established in the markets where our existing restaurants are located and in those markets where our future restaurants
are planned to be located.

We will need additional capital in the future to finance our planned growth, which we may not be able to raise or it
may only be available on terms unfavorable to us or our stockholders. Ultimately, this may result in our inability to
fund our working capital requirements and harm our operational results.

We have and expect to continue to have substantial capital expenditure and working capital needs. We will need to
raise additional funds to fund our anticipated development needs and implement our growth strategy, or to respond to
competitive pressures and/or perceived opportunities, such as investment, acquisition, marketing and development
activities.

We will require additional financing, in addition to anticipated cash generated from our operations, to fund our
planned growth. Additional financing might not be available on terms favorable to us, or at all. If adequate funds were
not available or were not available on acceptable terms, our ability to fund our operations, take advantage of
unanticipated opportunities, develop or enhance our business or otherwise respond to competitive pressures would be
significantly limited. In such a capital restricted situation, we may curtail our marketing, development, and operational
activities or be forced to sell some of our assets on an untimely or unfavorable basis.
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We have debt financing arrangements, which could have a material adverse effect on our financial health and our
ability to obtain financing in the future, and may impair our ability to react quickly to changes in our business.

Our exposure to debt financing could limit our ability to satisfy our obligations, limit our ability to operate our
business and impair our competitive position. For example, it could:

●increase our vulnerability to adverse economic and industry conditions, including interest rate fluctuations, becausea portion of our borrowings are at variable rates of interest;

●require us to dedicate future cash flows to the repayment of debt, reducing the availability of cash to fund workingcapital, capital expenditures or other general corporate purposes;

●limit our flexibility in planning for, or reacting to, changes in our business and industry; and

●limit our ability to obtain additional debt or equity financing due to applicable financial and restrictive covenantscontained in our debt agreements.

We may also incur additional indebtedness in the future, which could materially increase the impact of these risks on
our financial condition and results of operations.

We may not be able to refinance our current debt obligations which are currently due and in default. Failure to
successfully recapitalize the business could have a material adverse effect on our business, financial condition and
results of operations.

Our Chief Executive Officer and Chief Financial Officer serves as our sole director and we are not required to
implement and have not otherwise adopted any NYSE/Nasdaq-level corporate governance standards.

Our sole director is also our Chief Executive Officer and Chief Financial Officer. He will be able to determine his own
salary and perquisites. The absence of standards of corporate governance increase the risk of related party transactions
and conflicts of interest and reluctance by investors to provide capital to the company in the future.

RISKS RELATED TO THE RESTAURANT INDUSTRY
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Fluctuations in the cost, availability and quality of our raw ingredients and natural resources such as energy affect
our results of operations.

The cost, availability and quality of the ingredients that we use to prepare our food are subject to a range of factors,
many of which are beyond our control. Fluctuations in economic and political conditions, weather and demand could
adversely affect the cost of our ingredients. We have limited control over these changes in the price and quality of
commodities, since we typically do not enter into long-term pricing agreements for our ingredients. We may not be
able to pass through any future cost increase by increasing menu prices. These factors could adversely affect our
business, reputation and financial results.

Litigation and unfavorable publicity could negatively affect our results of operations as well as our future business.

We are subject to potential for litigation and other customer complaints concerning our food safety, service and/or
other operational factors. Guests may file formal litigation complaints that we are required to defend, whether or not
we believe them to be true. Substantial, complex or extended litigation could have an adverse effect on our results of
operations if we incur substantial defense costs and our management is distracted. Employees may also, from time to
time, bring lawsuits against us regarding injury, discrimination, wage and hour, and other employment issues.
Additionally, we are subject to the risk of litigation by our stockholders as a result of factors including, but not limited
to, performance of our stock price.
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In recent years there has been an increase in the use of social media platforms and similar devices that allow
individuals’ access to a broad audience of consumers and other interested persons. The availability of information on
social media platforms is virtually immediate in its impact. A variety of risks are associated with the use of social
media, including the improper disclosure of proprietary information, negative comments about our Company,
exposure of personally identifiable information, fraud or outdated information. The inappropriate use of social media
platforms by our guests, employees or other individuals could increase our costs, lead to litigation, or result in
negative publicity that could damage our reputation. If we are unable to quickly and effectively respond, we may
suffer declines in guest traffic, which could materially affect our financial condition and results of operations.

Food safety and foodborne illness concerns could have an adverse effect on our business.

We cannot guarantee that our internal controls and training will be fully effective in preventing all food safety issues
at our restaurants, including any occurrences of foodborne illnesses such as salmonella, E. coli and hepatitis A. In
addition, there is no guarantee that our franchise restaurants will maintain the high levels of internal controls and
training we require at our company-operated restaurants.

Furthermore, we and our franchisees rely on third-party vendors, making it difficult to monitor food safety compliance
and increasing the risk that foodborne illness would affect multiple locations rather than a single restaurant. Some
foodborne illness incidents could be caused by third-party vendors and transporters outside of our control. New
illnesses resistant to our current precautions may develop in the future, or diseases with long incubation periods could
arise, that could give rise to claims or allegations on a retroactive basis. One or more instances of foodborne illness in
any of our restaurants or markets or related to food products we sell could negatively affect our restaurant revenue
nationwide if highly publicized on national media outlets or through social media.

This risk exists even if it were later determined that the illness was wrongly attributed to us or one of our restaurants.
A number of other restaurant chains have experienced incidents related to foodborne illnesses that have had a material
adverse effect on their operations. The occurrence of a similar incident at one or more of our restaurants, or negative
publicity or public speculation about an incident, could have a material adverse effect on our business, financial
condition and results of operations.

Our business could be adversely affected by declines in discretionary spending and may be affected by changes in
consumer preferences.

Our success depends, in part, upon the popularity of our food products. Shifts in consumer preferences away from our
restaurants or cuisine could harm our business. Also, our success depends to a significant extent on discretionary
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consumer spending, which is influenced by general economic conditions and the availability of discretionary income.
Accordingly, we may experience declines in sales during economic downturns or during periods of uncertainty. A
continuing decline in the amount of discretionary spending could have a material adverse effect on our sales, results of
operations, and business and financial condition.

Increases in costs, including food, labor and energy prices, will adversely affect our results of operations.

Our profitability is dependent on our ability to anticipate and react to changes in our operating costs, including food,
labor, occupancy (including utilities and energy), insurance and supplies costs. Various factors beyond our control,
including climatic changes and government regulations, may affect food costs. Specifically, our dependence on
frequent, timely deliveries of fresh meat and produce subject us to the risks of possible shortages or interruptions in
supply caused by adverse weather or other conditions which could adversely affect the availability and cost of any
such items. In the past, we have been able to recover some of our higher operating costs through increased menu
prices. There have been, and there may be in the future, delays in implementing such menu price increases, and
competitive pressures may limit our ability to recover such cost increases in their entirety.
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Our ability to maintain consistent price and quality throughout our restaurants depends in part upon our ability to
acquire specified food products and supplies in sufficient quantities from third-party vendors, suppliers and
distributors at a reasonable cost. We do not control the businesses of our vendors, suppliers and distributors, and our
efforts to specify and monitor the standards under which they perform may not be successful. If any of our vendors or
other suppliers are unable to fulfill their obligations to our standards, or if we are unable to find replacement providers
in the event of a supply or service disruption, we could encounter supply shortages and incur higher costs to secure
adequate supplies, which would have a material adverse effect on our business, financial condition and results of
operations.

Furthermore, if our current vendors or other suppliers are unable to support our expansion into new markets, or if we
are unable to find vendors to meet our supply specifications or service needs as we expand, we could likewise
encounter supply shortages and incur higher costs to secure adequate supplies, which could have a material adverse
effect on our business, financial condition and results of operations.

Changes in employment laws and minimum wage standards may adversely affect our business.

Labor is a primary component in the cost of operating our restaurants. If we face labor shortages or increased labor
costs because of increased competition for employees, higher employee turnover rates, increases in the federal, state
or local minimum wage or other employee benefits costs (including costs associated with health insurance coverage),
our operating expenses could increase and our growth could be negatively impacted.

In addition, our success depends in part upon our ability to attract, motivate and retain a sufficient number of
well-qualified restaurant operators and management personnel, as well as a sufficient number of other qualified
employees, including customer service and kitchen staff, to keep pace with our expansion schedule. In addition,
restaurants have traditionally experienced relatively high employee turnover rates. Although we have not yet
experienced significant problems in recruiting or retaining employees, our ability to recruit and retain such individuals
may delay the planned openings of new restaurants or result in higher employee turnover in existing restaurants,
which could have a material adverse effect on our business, financial condition and results of operations.

Various federal and state labor laws govern the relationship with our employees and impact operating costs. These
laws include employee classification as exempt or non-exempt for overtime and other purposes, minimum wage
requirements, unemployment tax rates, workers’ compensation rates, immigration status and other wage and benefit
requirements. Significant additional government-imposed increases in the following areas could have a material
adverse effect on our business, financial condition and results of operations:
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●minimum wages;

●mandatory health benefits;

●vacation accruals;

●paid leaves of absence, including paid sick leave; and

●tax reporting.

We could also become subject to fines, penalties and other costs related to claims that we did not fully comply with all
recordkeeping obligations of federal and state immigration compliance laws. These factors could have a material
adverse effect on our business, financial condition and results of operations.
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We are subject to all of the risks associated with leasing space subject to long-term non-cancelable leases.

We lease substantially all of the real property and we expect the new restaurants we open in the future will also be
leased. We are obligated under non-cancelable leases for our restaurants and our corporate headquarters. Our
restaurant leases generally require us to pay a proportionate share of real estate taxes, insurance, common area
maintenance charges and other operating costs. Some restaurant leases provide for contingent rental payments based
on sales thresholds, although we generally do not expect to pay significant contingent rent on these properties based
on the thresholds in those leases. Additional sites that we lease are likely to be subject to similar long-term
non-cancelable leases.

If an existing or future restaurant is not profitable, and we decide to close it, we may nonetheless be committed to
perform our obligations under the applicable lease including, among other things, paying the base rent for the balance
of the lease term. In addition, as each of our leases expires, we may fail to negotiate renewals, either on commercially
acceptable terms or at all, which could cause us to pay increased occupancy costs or to close restaurants in desirable
locations. These potential increased occupancy costs and closed restaurants could have a material adverse effect on
our business, financial condition and results of operations.

Labor shortages or increases in labor costs could restrict our ability to grow or adversely affect our results of
operations.

We expect that our success will depend in part on our ability to attract, motivate, and retain a sufficient number of
qualified restaurant employees, necessary to build and grow our operations. If we are unable to identify, and attract a
sufficient number of qualified employees, we will be unable to open and operate the locations called for by our
development plans. Competition for qualified restaurant employees could require us to pay higher wages and benefits,
which could result in higher labor costs.

We may not be able to protect our trademarks and other proprietary rights.

We believe that our trademarks and other proprietary rights, including our restaurant and mascot designs, are
important to our brand and our competitive position. Accordingly, we devote substantial resources to the development
and protection of our trademarks and proprietary rights. However, the actions taken by us may be inadequate to
prevent infringement or other unauthorized use of our trademarks and other proprietary rights by others, which may
thereby dilute our trademarks in the marketplace and/or diminish the value of such proprietary rights. We may also be
unable to prevent others from claiming infringement or other unauthorized use of our trademarks and other proprietary
rights by us. In addition, others may assert rights in our trademarks and other proprietary rights. Our rights to our
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trademarks may in some cases be subject to the common law rights of any other person who began using the
trademark (or a confusingly similar mark) prior to both the date of our registration and our first use of such trademarks
in the relevant territory. We cannot assure you that third parties will not assert claims against our trademarks and other
proprietary rights or that we will be able to successfully resolve each claim, which could result in our inability to use
certain trademarks or other proprietary rights in certain jurisdictions or in connection with certain goods or services.
Future actions by third parties may diminish the strength of our trademarks or other proprietary rights, injure the
goodwill associated with our business and decrease our competitive strength and performance. We could also incur
substantial costs to defend or pursue legal actions relating to the use of our trademarks and other proprietary rights,
which could have a material adverse effect on our business, results of operations or financial condition.

Data privacy breaches may result in additional costs.

The Company relies on information systems across its operations, including for marketing programs, administration,
point-of-sale and other payment processing systems, and various other processes and transactions. Disruptions,
failures or other performance issues with these technology systems could negatively affect the Company’s our
relationship with its our customers, employees, vendors and others. A material network breach in the security of these
systems as a result of a cyber attack, or any other failure to maintain a secure network could result in substantial harm
or inconvenience to the Company, including the improper use of personal information or other “identity theft.” Each of
these situations or data privacy breaches may result in additional costs.
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RISKS RELATING TO OUR COMMON STOCK

Because our common stock is deemed a low-priced “Penny” stock, an investment in our common stock should be
considered high risk and subject to marketability restrictions.

Since our common stock is currently under $5 per share, it is considered a penny stock, as defined in Rule 3a51-1
under the Securities Exchange Act of 1934, as amended (“Exchange Act”), it will be more difficult for investors to
liquidate their investment even if and when a market develops for the common stock. Until the trading price of the
common stock rises above $5.00 per share, if ever, trading in the common stock is subject to the penny stock rules of
the Exchange Act specified in rules 15g-1 through 15g-10. Those rules require broker-dealers, before effecting
transactions in any penny stock, to:

●Deliver to the customer, and obtain a written receipt for, a disclosure document;

●Disclose certain price information about the stock;

●Disclose the amount of compensation received by the broker-dealer or any associated person of the broker-dealer;

●Send monthly statements to customers with market and price information about the penny stock; and

●In some circumstances, approve the purchaser’s account under certain standards and deliver written statements to thecustomer with information specified in the rules.

Consequently, the penny stock rules may restrict the ability or willingness of broker-dealers to sell the common stock
and may affect the ability of holders to sell their common stock in the secondary market and the price at which such
holders can sell any such securities. These additional procedures could also limit our ability to raise additional capital
in the future.

Our common stock may experience extreme price and volume fluctuations, which could lead to costly litigation for
us and make an investment in us less appealing.

●The market price of our common stock may fluctuate substantially due to a variety of factors, including:

●our business strategy and plans;

●changing factors related to doing business in various jurisdictions within the United States;
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●new regulatory pronouncements and changes in regulatory guidelines and timing of regulatory approvals;

●general and industry-specific economic conditions;

●additions to or departures of our key personnel;

●variations in our quarterly financial and operating results;

●changes in market valuations of other companies that operate in our business segments or in our industry;

●lack of adequate trading liquidity;

●announcements about our business partners;

●changes in accounting principles; and

●general market conditions.
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The market prices of the securities of early-stage companies, particularly companies like ours without consistent
product revenues and earnings, have been highly volatile and are likely to remain highly volatile in the future. This
volatility has often been unrelated to the operating performance of particular companies. In the past, companies that
experience volatility in the market price of their securities have often faced securities class action litigation. Whether
or not meritorious, litigation brought against us could result in substantial costs, divert our management’s attention and
resources and harm our financial condition and results of operations.

FINRA sales practice requirements may also limit a stockholder’s ability to buy and sell our stock.

In addition to the “penny stock” rules described above, the Financial Industry Regulatory Authority (FINRA) has
adopted rules that require that in recommending an investment to a customer, a broker-dealer must have reasonable
grounds for believing that the investment is suitable for that customer. Prior to recommending speculative low priced
securities to their non-institutional customers, broker-dealers must make reasonable efforts to obtain information
about the customer’s financial status, tax status, investment objectives and other information. Under interpretations of
these rules, FINRA believes that there is a high probability that speculative low priced securities will not be suitable
for at least some customers. The FINRA requirements make it more difficult for broker-dealers to recommend that
their customers buy our common stock, which may limit your ability to buy and sell our stock and have an adverse
effect on the market for our shares.

If we fail to remain current on our reporting requirements or maintain a minimum bid price of $0.01, we could be
removed from the OTCQB, which would limit the ability of broker-dealers to sell our securities and the ability of
stockholders to sell their securities in the secondary market.

Companies trading on the OTCQB, such as us, generally must be reporting issuers under Section 12 of the Exchange
Act, and must be current in their reports under Section 13, in order to maintain price quotation privileges on the
OTCQB. More specifically, FINRA has enacted Rule 6530, which determines eligibility of issuers quoted on the
OTCQB by requiring an issuer to be current in its filings with the SEC. Pursuant to Rule 6530(e), if we file our reports
late with the SEC three times in a two-year period or our securities are removed from the OTCQB for failure to timely
file twice in a two-year period, we will be ineligible for quotation on the OTCQB. As a result, the market liquidity for
our securities could be severely adversely affected by limiting the ability of broker-dealers to sell our securities and
the ability of stockholders to sell their securities in the secondary market. As of the date of this filing, we have two
late filings reported by FINRA.

We may issue additional shares of our common stock, which could depress the market price of our common stock
and dilute your ownership.
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Market sales of large amounts of our common stock, or the potential for those sales even if they do not actually occur,
may have the effect of depressing the market price of our common stock. In addition, if our future financing needs
require us to issue additional shares of common stock or securities convertible into common stock, the amount of
common stock available for resale could be increased which could stimulate trading activity and cause the market
price of our common stock to drop, even if our business is doing well. Furthermore, the issuance of any additional
shares of our common stock, or securities convertible into our common stock could be substantially dilutive to holders
of our common stock.

Director and officer liability is limited.

As permitted by Nevada law, our bylaws limit the liability of our directors for monetary damages for breach of a
director’s fiduciary duty except for liability in certain instances. As a result of our bylaw provisions and Nevada law,
stockholders may have limited rights to recover against directors for breach of fiduciary duty.
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Failure to establish and maintain effective internal controls in accordance with Section 404 of the Sarbanes-Oxley
Act could have a material adverse effect on our business and stock price.

As a publicly traded company, we are required to comply with the SEC’s rules implementing Sections 302 and 404 of
the Sarbanes-Oxley Act, which requires management to certify financial and other information in our quarterly and
annual reports and provide an annual management report on the effectiveness of controls over financial reporting. We
have identified internal control weaknesses and may need to undertake various actions, such as implementing new
internal controls, new systems and procedures and hiring additional accounting or internal audit staff, which could
increase our operating expenses. In addition, we may identify additional deficiencies in our internal control over
financial reporting as part of that process.

In addition, if we are unable to resolve internal control deficiencies in a timely manner, investors could lose
confidence in the accuracy and completeness of our financial reports and the market price of our common stock could
be negatively affected. We only have two individuals performing the functions of all officers and directors. These
individuals developed our internal control procedures and are responsible for monitoring and ensuring compliance
with those procedures.

Because we have never paid dividends on our common stock and have no plans to do so, the only return on an
investment in our common stock will come from any increase in the value of the common stock.

Since beginning our business, we have not paid cash dividends on our common stock and do not intend to pay cash
dividends in the foreseeable future. Rather, we currently intend to retain future earnings, if any, to finance operations.
Therefore, any return on an investment in our common stock would come only from an increase in the value of our
common stock.

THE RIGHTS OFFERING

The Subscription Rights

We are distributing to the record holders, at no charge, non-transferable subscription rights to purchase units at a
subscription price per unit to be determined. The subscription price will be equal to $[●]. Each subscription right will
entitle you to purchase one share of our common stock and 0.70 warrant. Each whole warrant entitles the holder to
purchase one whole share of common stock at an exercise price of per share equal to $[●] from the date of issuance
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through its expiration 5 years from the date of issuance. Each record holder will receive two subscription rights for
each whole share of our common stock owned by such record holder as of the record date. Each subscription right
entitles the record holder to a basic subscription right and an over-subscription privilege.

Basic Subscription Rights

Your basic subscription right will entitle you to purchase one unit, at the subscription price, per share of common
stock held by you on the record date of February 27, 2018. Each unit consists of one share of common stock and 0.70
of a warrant. Each whole warrant will be exercisable for one share of our common stock. For example, if you owned
100 shares of common stock as of the record date, you will receive 100 subscription rights and will have the right to
purchase 100 units consisting of 100 shares of common stock and warrants to purchase 70 additional share of our
common stock. You may exercise all or a portion of your basic subscription rights or you may choose not to exercise
any basic subscription rights at all. Subject to proration, if applicable, we will seek to honor your basic subscription
request in full. In the event that holders exercise subscription rights in excess of $5 million of units (not including the
over-subscription privilege), the amount subscribed for by each person will be proportionally reduced, based on the
amount subscribed for by each person (not including any Over-Subscription Privilege subscribed for). See “The Rights
Offering — Limitation on the Purchase of Units” for a description of certain limitations on purchase.
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Over-Subscription Privilege

If you exercise your basic subscription rights in full, you may also choose to exercise your over-subscription privilege.
Subject to proration, if applicable, we will seek to honor the over-subscription privilege requests in full. If
over-subscription privilege requests exceed the number of units available, however, we will allocate the available
units pro rata among the record holders exercising the over-subscription privilege in proportion to the number of
shares of our common stock each of those record holders owned on the record date, relative to the number of shares
owned exercising the over-subscription privilege. If this pro rata allocation results in any record holder receiving a
greater number of units than the record holder subscribed for pursuant to the exercise of the over-subscription
privilege, then such record holder will be allocated only that number of units for which the record holder
oversubscribed, and the remaining units will be allocated among all other record holders exercising the
over-subscription privilege on the same pro rata basis described above. The proration process will be repeated until all
units have been allocated.

West Coast Stock Transfer, Inc., the subscription agent for the rights offering, will determine the over-subscription
allocation based on the formula described above.

To the extent the aggregate subscription payment of the actual number of unsubscribed units available to you pursuant
to the over-subscription privilege is less than the amount you actually paid in connection with the exercise of the
over-subscription privilege, you will be allocated only the number of unsubscribed units available to you, and any
excess subscription payments will be returned to you, without interest or penalty, as soon as practicable after
expiration of the rights offering.

We can provide no assurances that you will actually be entitled to purchase the number of units issuable upon the
exercise of your over-subscription privilege in full at the expiration of the rights offering. We will not be able to
satisfy any requests for units pursuant to the over-subscription privilege if all of our stockholders exercise their basic
subscription rights in full, and we will only honor an over-subscription privilege to the extent sufficient units are
available following the exercise of basic subscription rights.

Limitation on the Purchase of Units

You may only purchase the number of whole units purchasable upon exercise of the number of basic subscription
rights distributed to you in the rights offering, plus the over-subscription privilege, if any. Accordingly, the number of
units that you may purchase in the rights offering is limited by the number of shares of our common stock you held on
the record date and by the extent to which other stockholders exercise their basic subscription rights and
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over-subscription privileges, which we cannot determine prior to completion of the rights offering.

Subscription Price

The subscription price will be equal to $[●]. The subscription price does not necessarily bear any relationship to our
past or expected future results of operations, cash flows, current financial condition, or any other established criteria
for value.

Determination of Subscription Price

In the determining the subscription price, the board of directors negotiated with the backstop purchaser and considered
a variety of factors including those listed below:

●our need to raise capital in the near term to continue our operations;
●the current and historical trading prices of our common stock;
●a price that would increase the likelihood of participation in the rights offering;
●the cost of capital from other sources;
●the value of the warrant being issued as a component of the unit;

●
comparable precedent transactions, including the percentage of shares offered, the terms of the subscription rights
being offered, the subscription price and the discount that the subscription price represents to the immediately
prevailing closing prices for these offerings;

●an analysis of stock price trading multiples for companies similar to us that, among other things, did not need to raisecapital in the near-term; and
●our most recently forecasted revenue relative to our peer group.
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The subscription price does not necessarily bear any relationship to any established criteria for value. No valuation
consultant or investment banker has opined upon the fairness or adequacy of the subscription price. You should not
consider the subscription price as an indication of actual value of the company or our common stock. you should not
assume or expect that, after the rights offering, our shares of common stock will trade at or above the subscription
price in any given time period. The market price of our common stock may decline after the rights offering. We
cannot assure you that you will be able to sell the shares of our common stock purchased during the rights offering at
a price equal to or greater than the subscription price. You should obtain a current price quote for our common stock
before exercising your subscription rights and make your own assessment of our business and financial condition, our
prospects for the future, and the terms of this rights offering. Once made, all exercises of subscription rights are
irrevocable.

No Recombination

The common stock and warrants comprising the units will separate upon the effectiveness of the exercise of the
subscription rights and will be issued as separate securities, and the units will not trade as a separate security. Holders
may not recombine shares of common stock and warrants to receive a unit.

Non-Transferability of Subscription Rights

The subscription rights are non-transferable (other than by operation of law) and, therefore, you may not sell, transfer,
assign or give away your subscription rights to anyone. The subscription rights will not be listed for trading on any
stock exchange or market.

Expiration Date; Extension

The subscription period, during which you may exercise your subscription rights, expires at 5:00 PM Eastern Time, on
March 30, 2018, which is the expiration of the rights offering. If you do not exercise your subscription rights before
that time, your subscription rights will expire and will no longer be exercisable. We will not be required to issue
shares to you if the subscription agent receives your subscription rights statement or your subscription payment after
that time. We have the option to extend the rights offering in our sole discretion, for a period not to exceed 30 days
although we do not presently intend to do so. We may extend the rights offering by giving oral or written notice to the
subscription agent before the rights offering expires. If we elect to extend the rights offering, we will issue a press
release announcing the extension no later than 9:00 AM Eastern Time, on the next business day after the most recently
announced expiration date of the rights offering.
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If you hold your shares of common stock in the name of a broker, dealer, custodian bank or other nominee, the
nominee will exercise the subscription rights on your behalf in accordance with your instructions. Please note that the
nominee may establish a deadline that may be before 5:00 PM Eastern Time, on March 30, 2018, which is the
expiration date that we have established for the rights offering.

Termination

We may terminate the rights offering at any time and for any reason prior to the completion of the rights offering. If
we terminate the rights offering, we will issue a press release notifying stockholders and the public of the termination.

Return of Funds upon Completion or Termination

The subscription agent will hold funds received in payment for shares in a segregated account pending completion of
the rights offering. The subscription agent will hold this money until the rights offering is completed or is terminated.
You will not be able to rescind your subscription. Any excess subscription payments, including refunds resulting from
will be returned to you as soon as practicable after the expiration of the rights offering, without interest or penalty. If
the rights offering is terminated for any reason, all subscription payments received by the subscription agent will be
returned as soon as practicable, without interest or penalty.

28

Edgar Filing: Giggles N' Hugs, Inc. - Form 424B3

60



Shares of Our Common Stock Outstanding After the Rights Offering

On February 2, 2018, 145,602,251 shares of our common stock were outstanding. Based on the foregoing, and
assuming no other transactions by us involving our common stock prior to the expiration of the rights offering, if the
rights offering is fully subscribed for the maximum number of units available, approximately 445,602,251 shares of
our common stock will be issued and outstanding and warrants to purchase approximately 210,000,000 additional
shares of our common stock will be outstanding (excluding the currently outstanding warrants). The exact number of
shares of common stock, warrants that we will issue in this rights offering will depend on subscription price and the
number of units that are subscribed for in the rights offering.

Methods for Exercising Subscription Rights

The exercise of subscription rights is irrevocable and may not be cancelled or modified. You may exercise your
subscription rights as follows:

Subscription by Record Holders

If you are a stockholder of record, the number of units you may purchase pursuant to your subscription rights in
indicated on the enclosed subscription rights statement. You may exercise your subscription rights by properly
completing and executing the subscription rights certificate and forwarding it, together with your full payment, to the
subscription agent at the address given below under “subscription agent,” to be received before 5:00 PM Eastern Time,
on March 30, 2018.

Subscription by Beneficial\Owners

If you are a beneficial owner of shares of our common stock that are registered in the name of a broker, dealer,
custodian bank, or other nominee, you will not receive a subscription rights certificate. Instead, we will issue two
subscription rights to such nominee record holder for each share of our common stock held by such nominee at the
record date. If you are not contacted by your nominee, you should promptly contact your nominee in order to
subscribe for shares in the rights offering and follow the instructions provided by your nominee.
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To properly exercise your over-subscription privilege, you must deliver the subscription payment related to your
over-subscription privilege before the rights offering expires.

Subscription Agent

The subscription agent for this offering is West Coast Stock Transfer, Inc.. The address to which subscription rights
statements and payments should be mailed or delivered by overnight courier is provided below. If sent by mail, we
recommend that you send documents and payments by registered mail, properly insured, with return receipt requested,
and that you allow a sufficient number of days to ensure delivery to the subscription agent before the rights offering
expires.

West Coast Stock Transfer, Inc.

721 N. Vulcan Ave. Ste. 205

Encinitas, CA 92024

If you deliver subscription documents or rights certificates in a manner different than that described in this prospectus,
then we may not honor the exercise of your subscription rights.

You should direct any questions or requests for assistance concerning the method of subscribing for the shares of our
common stock or for additional copies of this prospectus to the information agent, Mackenzie Partners, Inc., at (212)
929-5500, (800) 322-2885 (toll free) or via email at rightsoffer@mackenziepartners.com.
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Payment method

Payments must be made in full in U.S. Currency by cashier’s check or by wire transfer, and payable to “West Coast
Stock Transfer, Inc., as subscription agent for Giggles N’ Hugs Inc.” You must timely pay the full subscription
payment, including payment for the over-subscription privilege, for the full number of units of our common stock and
warrants you wish to acquire pursuant to the exercise of subscription rights by delivering a:

●Cashier’s check, drawn on a U.S. Bank payable to “West Coast Transfer Inc.,, as subscription agent for Giggles N’
Hugs Inc.”; or

●

Wire transfer of immediately available funds directly to the account maintained by West Coast Stock Transfer, Inc.,
as subscription agent, for purposes of accepting subscriptions in this rights offering at Bank of America, N.A., 1340
Encinitas Blvd., Encinitas, CA 92024, Credit: West Coast Stock Transfer, Inc. as subscription agent for Giggles N’
Hugs Inc. Rights Offering, ABA Number: 026009593, SWIFT Number: BOFAUS3N, Account # 325083756739,
for further credit to Giggles N’ Hugs Inc., and name of the subscription rights holder.

You should read the instruction letter accompanying the subscription rights statement carefully and strictly follow it.
Do not send subscription rights statements or payments directly to us. We will not consider your subscription
received until the subscription agent has received delivery of a properly completed and duly executed subscription
rights statement and payment of the full subscription amount.

The method of delivery of subscription rights statements and payment of the subscription amount to the subscription
agent will be at the risk of the holders of subscription rights. If sent by mail, we recommend that you send those
statements and payments by registered mail, properly insured, with return receipt requested, or by overnight courier,
and that you allow a sufficient number of days to ensure delivery to the subscription agent before the rights offering
expires.

Missing or Incomplete Subscription Forms or Payment

If you fail to complete and sign the subscription rights certificate or otherwise fail to follow the subscription
procedures that apply to the exercise of your subscription rights before the rights offering expires, the subscription
agent will reject your subscription or accept it to the extent of the payment received. Neither we nor our subscription
agent undertakes any responsibility or action to contact you concerning an incomplete or incorrect subscription form,
nor are we under any obligation to correct such forms. We have the sole discretion to determine whether a
subscription exercise properly complies with the subscription procedures.
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The payment received will be applied to exercise your subscription rights to the fullest extent possible based on the
amount of the payment received. Any excess subscription payments received by the subscription agent will be
returned, without interest or penalty, as soon as practicable following the expiration of the rights offering.

Issuance of Common Stock and Warrants

The shares of common stock and warrants that are purchased in the rights offering as part of the units will be issued in
book-entry, or uncertificated, form meaning that you will receive a direct registration (DRS) account statement from
our transfer agent reflecting ownership of these securities if you are a holder of record of shares. If you hold your
shares of common stock in the name of a custodian bank, broker, dealer, or other nominee, DTC will credit your
account with your nominee with the securities you purchased in the rights offering.

No Fractional Shares or Warrants

We will not issue fractional shares of common stock in the rights offering. Rights holders will only be entitled to
purchase a number of units representing a whole number of shares of common stock, rounded up to the nearest whole
number of units a holder would otherwise be entitled to purchase. Fractional warrants issued as part of the units will
be rounded down to the nearest whole number. Any excess subscription payments received by the subscription agent
will be returned as soon as practicable after expiration of the rights offering, without interest or penalty. Similarly, no
fractional shares of common stock will be issued in connection with the exercise of a warrant. If, upon exercise of a
warrant, the holder thereof would be entitled to receive a fractional share of common stock, upon exercise, the holder
will only be entitled to receive a whole number of shares of common stock, rounded up to the nearest whole number.
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Notice to Brokers and Nominees

If you are a broker, dealer, bank, or other nominee holder that holds shares of our common stock for the account of
others on the record date, you should notify the beneficial owners of the shares for whom you are the nominee of the
rights offering as soon as possible to learn their intentions with respect to exercising their subscription rights. If a
beneficial owner of our common stock so instructs, you should complete the subscription rights statement and submit
it to the subscription agent with the proper subscription payment by the expiration date. You may exercise the number
of subscription rights to which all beneficial owners in the aggregate otherwise would have been entitled had they
been direct holders of our common stock on the record date, provided that you, as a nominee record holder, make a
proper showing to the subscription agent by submitting the form entitled “nominee holder certification,” which is
provided with your rights offering materials. If you did not receive this form, you should contact our subscription
agent to request a copy.

Validity of Subscriptions

We will resolve all questions regarding the validity and form of the exercise of your subscription rights, including
time of receipt and eligibility to participate in the rights offering. Our determination will be final and binding. Once
made, subscriptions are irrevocable; we will not accept any alternative, conditional, or contingent subscriptions. We
reserve the absolute right to reject any subscriptions not properly submitted or the acceptance of which would be
unlawful. You must resolve any irregularities in connection with your subscriptions before the expiration date of the
rights offering, unless we waive them in our sole discretion. Neither we nor the subscription agent is under any duty to
notify you or your representative of defects in your subscriptions. A subscription will be considered accepted, subject
to our right to withdraw or terminate the rights offering, only when the subscription agent receives a properly
completed and duly executed subscription rights statement and any other required documents and the full subscription
payment. Our interpretations of the terms and conditions of the rights offering will be final and binding.

Stockholder Rights

You will have no rights as a holder of the shares of our common stock you purchase in the rights offering until shares
are issued in book-entry form or your account at your broker, dealer, bank, or other nominee is credited with the
shares of our common stock purchased in the rights offering. Holders of warrants issued in connection with the rights
offering will not have rights as holders of our common stock until such warrants are exercised and the shares of
common stock underlying the warrants are issued to the holder.

Foreign Stockholders
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We will not mail this prospectus or any subscription rights certificates to stockholders with addresses that are outside
the United States or that have an army post office or foreign post office address. The subscription agent will hold these
subscription rights certificates for their account. To exercise subscription rights, our foreign stockholders must notify
the subscription agent prior 5:00 PM Eastern Time, on December 12, 2017, the third business day prior to the
expiration date, of your exercise of Subscription Rights and provide evidence satisfactory to us, such as a legal
opinion from local counsel, that the exercise of such Subscription Rights does not violate the laws of the jurisdiction
in which such stockholder resides and payment by a U.S. bank in U.S. dollars before the expiration of the offer. If no
notice is received by such time or the evidence presented is not satisfactory to us, the Subscription Rights represented
thereby will expire.

No Revocation or Change

Once you submit the subscription rights certificate or have instructed your nominee of your subscription request, you
are not allowed to revoke or change the exercise or request a refund of monies paid. All exercises of subscription
rights are irrevocable, even if you learn information about us that you consider to be unfavorable. You should not
exercise your subscription rights unless you are certain that you wish to purchase shares at the subscription price.
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U.S. Federal Income Tax Treatment of Rights Distribution

For U.S. federal income tax purposes, we do not believe holders of shares of our common stock should recognize
income or loss upon receipt or exercise of a subscription right. See “Material U.S. Federal Income Tax Consequences”
on page 34.

No Recommendation to Rights Holders

Our board of directors is not making a recommendation regarding your exercise of the subscription rights.
Stockholders who exercise subscription rights risk investment loss on money invested. We cannot assure you that the
market price of our common stock will reach or exceed the subscription price after the offering, and even if it does so,
that it will not subsequently decline. We also cannot assure you that you will be able to sell shares of our common
stock or warrants purchased in the rights offering at a price equal to or greater than the subscription price. You should
make your investment decision based on your assessment of our business and financial condition, our prospects for
the future and the terms of this rights offering. Please see “Risk Factors” on page 14 for a discussion of some of the risks
involved in investing in our common stock.

Fees and Expenses

We will pay all fees charged by the subscription agent and by the dealer-manager. You are responsible for paying any
other commissions, fees, taxes or other expenses incurred in connection with the exercise of your subscription rights.

Listing

The subscription rights may not be sold, transferred, assigned or given away to anyone, and will not be listed for
trading on any stock exchange or market. The shares of our common stock, including the shares to be issued in the
rights offering and the shares underlying the warrants to be issued in the rights offering, are traded on OTCQB under
the symbol “GIGL”. We do not intend to list the warrants for trading on any stock exchange or seek to have them quoted
on any market.

Important
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Please follow the directions regarding delivery of subscription rights certificates and payments described
above. Do not send subscription rights certificates directly to us. You are responsible for choosing the payment
and delivery method for your subscription rights certificate and you bear the risks associated with such
delivery. If you choose to deliver your subscription rights certificate and payment by mail, we recommend that
you use registered mail, properly insured, with return receipt requested. We also recommend that you allow a
sufficient number of days to ensure delivery to the subscription agent prior to the expiration time.

Distribution Arrangements

RHK Capital is the dealer-manager for the rights offering. The dealer-manager will provide marketing assistance and
advice to us in connection with the rights offering. RHK Capital is not underwriting or placing any of the rights or the
units being sold in this offering and does not make any recommendation with respect to such rights or units (including
with respect to the exercise of such rights). As contemplated by the dealer-manager agreement, RHK Capital will not
solicit any holders of the securities (including the rights) or engage in the offer and sale of such securities in any
jurisdiction in which such securities are not qualified or registered for sale in accordance with, or exempt from, the
state securities or blue sky laws or Canadian provincial securities laws of such jurisdiction unless and until (i) the
Company has advised RHK Capital that such securities have been qualified or registered in accordance with, or are
exempt from application of, the state securities or blue sky laws or the Canadian provincial securities laws of such
jurisdiction, as applicable, and (ii) RHK Capital possesses all required licenses and registrations to solicit or offer such
securities in that jurisdiction. See “Plan of Distribution” on page 41 for a discussion of the fees and expenses to be paid
to the dealer-manager in connection with this rights offering.
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Other Matters

We are not making the rights offering in any state or other jurisdiction in which it is unlawful to do so, nor are we
distributing or accepting any offers to purchase any shares of our common stock from subscription rights holders who
are residents of those states or other jurisdictions or who are otherwise prohibited by federal or state laws or
regulations from accepting or exercising the subscription rights. We may delay the commencement of the rights
offering in those states or other jurisdictions, or change the terms of the rights offering, in whole or in part, in order to
comply with the securities laws or other legal requirements of those states or other jurisdictions. Subject to state
securities laws and regulations, we also have the discretion to delay allocation and distribution of any shares you may
elect to purchase by exercise of your subscription privileges in order to comply with state securities laws. We may
decline to make modifications to the terms of the rights offering requested by those states or other jurisdictions, in
which case, if you are a resident in those states or jurisdictions or if you are otherwise prohibited by federal or state
laws or regulations from accepting or exercising the subscription rights, you will not be eligible to participate in the
rights offering. However, we are not currently aware of any states or jurisdictions that would preclude participation in
the rights offering.

CAPITALIZATION

The following table sets forth our cash and cash equivalents and our capitalization as of October 1, 2017, on an actual
basis and pro forma on an “as adjusted” basis to give effect to the rights offering, assuming gross proceeds from the
rights offering of $5 million and after deducting estimated offering expenses including dealer-manager fees and
expenses of $750,000. You should read this table together with the information under the heading “Management’s
Discussion and Analysis of Results of Operations and Financial Condition” included in this prospectus for the year
ended January 1, 2017, which is incorporated herein by reference. We are unable to predict the actual level of
participation in the offerings.

October 1,
2017 Offering Pro Forma

(Unaudited)
Notes Payable:
Lessors 457,2016 457,206
Other 50,000 50,000
Total Debt 507,206 507,206
Stockholders’ deficit:
Common stock, $0.001 par value, 1,125,000,000 shares authorized,
144,777,251 and 444,777,251 shares issued and outstanding as of October
1, 2017 and pro forma respectively

144,777 250,000 394,777

Common stock issuable (1,397,619 shares as of October 1, 2017 ) 293,535 - 293,535
Additional paid-in capital 9,859,260 4,000,000 13,859,260
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Accumulated deficit (11,924,149) (11,924,149)
Total stockholders’ deficit (1,626,577 ) 4,250,000 2,623,423

The information above is as of October 1, 2017 and excludes:

●shares underlying warrants that may be issued in this rights offering;

●115,000 shares issuable upon the exercise of outstanding stock options with a weighted average exercise price of$4.50 per share;

●6,113,643 shares issuable upon the exercise of outstanding warrants with a weighted average exercise price of $0.11per share;

●Approximately 5,000,000 shares available for issuance under our 2016 Equity Incentive Plan;

●500,000 shares reserved for issuance upon conversion of notes payable.

DILUTION

Purchasers of our common stock in the rights offering will experience an immediate and substantial dilution of the net
tangible book value of the shares purchased. At October 1, 2017, we had a net tangible book value (deficit) of
approximately $(1,626,577) or ($0.011) per share of our common stock. After giving effect to the sale of 300,000,000
shares of our common stock in the rights offering at a price per share of $0.017 and after deducting transaction and
offering expenses, the pro forma net tangible book value at October 1, 2017, attributable to common stockholders
would have been $2,623,423, or $0.006 per share of our common stock. This amount represents an immediate dilution
to purchasers in the rights offering of $0.011. The following table illustrates this per-share dilution.

Subscription price $0.017
Net tangible book value (deficit) per share prior to the rights offering $(0.011)
Increase in net tangible book per share attributable to the rights offering $0.017
Pro forma net tangible book value per share after the rights offering $0.006
Dilution in net tangible book value per share to purchasers $0.011
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The information above is as of October 1, 2017 and excludes:

●shares underlying warrants that may be issued in this rights offering;

●115,000 shares issuable upon the exercise of outstanding stock options with a weighted average exercise price of$4.50 per share;

●6,113,643 shares issuable upon the exercise of outstanding warrants with a weighted average exercise price of $0.11per share;

●Approximately 5,000,000 shares available for issuance under our 2016 Equity Incentive Plan;

●500,000 shares reserved for issuance upon conversion of notes payable.

MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES

The following discussion is a summary of material U.S. federal income tax consequences relating to the receipt and
exercise (or expiration) of the subscription rights acquired through the rights offering and the ownership and
disposition of shares of our common stock and warrants received upon exercise of the subscription rights or warrants.
Unless otherwise noted below, the following discussion is the opinion of Libertas Law Group, Inc., our U.S. tax
counsel, insofar as such discussion relates to matters of U.S. federal income tax law and legal conclusions with respect
to those matters.

This summary deals only with subscription rights acquired through the rights offering, shares of our common stock
and Warrants acquired upon exercise of subscription rights and shares of our common stock acquired upon exercise of
the warrants, in each case, that are held as capital assets by a beneficial owner. This discussion does not address all
aspects of U.S. federal income taxation that may be relevant to such a beneficial owner in light of their personal
circumstances, including the alternative minimum tax and the Medicare contribution tax on investment income. This
discussion also does not address tax consequences to holders that may be subject to special tax rules, including,
without limitation, insurance companies, real estate investment trusts, regulated investment companies, grantor trusts,
tax-exempt organizations, employee stock purchase plans, partnerships and other pass-through entities, persons
holding subscription rights, shares of our common stock or Warrants as part of a hedging, integrated, conversion or
constructive sale transaction or a straddle, financial institutions, brokers, dealers in securities or currencies, traders that
elect to mark-to-market their securities, persons that acquired subscription rights, shares of our common stock, or
warrants in connection with employment or other performance of services, U.S. Holders (as defined below) that have
a functional currency other than the U.S. dollar, U.S. expatriates, and certain former citizens or residents of the United
States. In addition, the discussion does not describe any tax consequences arising out of the tax laws of any state, local
or foreign jurisdiction, or any U.S. federal tax considerations other than income taxation (such as estate, generation
skipping or gift taxation).
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The discussion below is based upon the provisions of the Internal Revenue Code of 1986, as amended, or the Code,
the United States Treasury regulations promulgated thereunder, rulings and judicial decisions, as of the date hereof,
and such authorities may be repealed, revoked or modified, perhaps retroactively. We have not sought, and will not
seek, any rulings from the Internal Revenue Service, or the IRS, regarding the matters discussed below. There can be
no assurance that the IRS or a court (if the matter were contested) will not take positions concerning the tax
consequences of the receipt of subscription rights acquired through the rights offering by persons holding shares of
our common stock, the exercise (or expiration) of the subscription rights, the acquisition, ownership and disposition of
shares of our common stock and the acquisition, ownership and disposition (or expiration) of warrants acquired upon
exercise of the subscription rights that are different from those discussed below.

As used herein, a “U.S. Holder” means a beneficial owner of shares of our common stock, subscription rights, shares of
our common stock, and warrants acquired upon exercise of subscription rights or shares of our common stock
acquired upon exercise of warrants, as the case may be, that is for U.S. federal income tax purposes: (1) an individual
who is a citizen or resident of the United States; (2) a corporation (or other entity treated as a corporation for U.S.
federal income tax purposes) created or organized in or under the laws of the United States or any state thereof or the
District of Columbia; (3) an estate the income of which is subject to U.S. federal income taxation regardless of its
source; or (4) a trust (a) the administration of which is subject to the primary supervision of a court within the United
States and one or more United States persons as described in Section 7701(a)(30) of the Code have authority to
control all substantial decisions of the trust or (b) that has a valid election under the Treasury Regulations in effect to
be treated as a United States person. A “Non-U.S. Holder” is such a beneficial owner (other than an entity or
arrangement that is treated as a partnership for U.S. federal income tax purposes) that is not a U.S. Holder.
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If any entity or arrangement that is treated as a partnership for U.S. federal income tax purposes is the record owner,
the U.S. federal income tax treatment of a partner generally will depend upon the status of the partner and the
activities of the partnership. Holders that are partnerships (and partners in such partnerships) are urged to consult their
own tax advisors.

HOLDERS OF SHARES OF OUR COMMON STOCK SHOULD CONSULT THEIR OWN TAX ADVISORS
REGARDING THE APPLICATION OF THE U.S. FEDERAL INCOME TAX LAWS TO THEIR PARTICULAR
SITUATIONS AND THE CONSEQUENCES UNDER FEDERAL ESTATE AND GIFT TAX LAWS, FOREIGN,
STATE AND LOCAL LAWS AND TAX TREATIES OF THE RECEIPT, OWNERSHIP AND EXERCISE OF
SUBSCRIPTION RIGHTS AND THE ACQUISITION, OWNERSHIP AND DISPOSITION OF SHARES OF OUR
COMMON STOCK, AND WARRANTS ACQUIRED UPON EXERCISE OF SUBSCRIPTION RIGHTS AND
SHARES OF OUR COMMON STOCK ACQUIRED UPON EXERCISE OR WARRANTS.

Tax Consequences to U.S. Holders

Taxation of Subscription Rights

Receipt of Subscription Rights

Although the authorities governing transactions such as this rights offering are complex and do not speak directly to
the consequences of certain aspects of this rights offering, including the inclusion of the right to purchase Warrants in
the subscription rights (rather than the right to purchase only shares of our common stock), the distribution of
subscription rights and the effects of the over-subscription privilege, we do not believe your receipt of subscription
rights pursuant to the rights offering should be treated as a taxable distribution with respect to your existing shares of
common stock for U.S. federal income tax purposes. Pursuant to Section 305(a) of the Code, in general, the receipt by
a stockholder of a right to acquire stock or warrants should not be included in the taxable income of the recipient. The
general rule of non-recognition in Section 305(a) is subject to exceptions in Section 305(b), which include
“disproportionate distributions.” A disproportionate distribution is a distribution or a series of distributions, including
deemed distributions, that has the effect of the receipt of cash or other property by some stockholders and an increase
in the proportionate interest of other stockholders in a corporation’s assets or earnings and profits. During the last 36
months, we have not made any distributions of cash or non-stock property with respect to: (i) our common stock or (ii)
our options or warrants to acquire common stock. Currently we do not intend to make any future distributions of cash
or non-stock property with respect to: (i) our common stock or (ii) our options or warrants to acquire common stock;
however, there is no guarantee that we will not make such distributions in the future.
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Our position regarding the tax-free treatment of the subscription rights distribution is not binding on the IRS or the
courts. If this position is finally determined by the IRS or a court to be incorrect, whether on the basis that the issuance
of the subscription rights is a “disproportionate distribution” or otherwise, the fair market value of the subscription rights
would be taxable to holders of our common stock as a dividend to the extent of the holder’s pro rata share of our
current and accumulated earnings and profits, if any, with any excess being treated as a return of capital to the extent
thereof and then as capital gain. Although no assurance can be given, it is anticipated that we will not have current and
accumulated earnings and profits through the end of 2017.

The following discussion is based upon the treatment of the subscription rights issuance as a non-taxable distribution
with respect to your existing shares of common stock for U.S. federal income tax purposes.

Tax Basis in the Subscription Rights
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If the fair market value of the subscription rights you receive is less than 15% of the fair market value of your existing
shares of common stock (with respect to which the subscription rights are distributed) on the date you receive the
subscription rights, the subscription rights will be allocated a zero dollar basis for U.S. federal income tax purposes,
unless you elect to allocate your basis in your existing shares of common stock between your existing shares of
common stock and the subscription rights in proportion to the relative fair market values of the existing shares of
common stock and the subscription rights, determined on the date of receipt of the subscription rights. If you choose
to allocate basis between your existing common shares and the subscription rights, you must make this election on a
statement included with your timely filed tax return (including extensions) for the taxable year in which you receive
the subscription rights. Such an election is irrevocable.

However, if the fair market value of the subscription rights you receive is 15% or more of the fair market value of
your existing shares of common stock on the date you receive the subscription rights, then you must allocate your
basis in your existing shares of common stock between those shares and the subscription rights you receive in
proportion to their fair market values determined on the date you receive the subscription rights.

The fair market value of the subscription rights on the date that the subscription rights are distributed is uncertain, and
we have not obtained, and do not intend to obtain, an appraisal of the fair market value of the subscription rights on
that date. In determining the fair market value of the subscription rights, you should consider all relevant facts and
circumstances, including any difference between the subscription price of the subscription rights and the trading price
of our shares of common stock on the date that the subscription rights are distributed, the exercise price of the
warrants, the length of the period during which the subscription rights may be exercised and the fact that the
subscription rights are non-transferable.

Exercise of Subscription Rights

Generally, you will not recognize gain or loss upon the effectiveness of the exercise of a subscription right in the
rights offering. Your adjusted tax basis, if any, in the subscription right plus the subscription price should be allocated
between the new common stock and warrant acquired upon exercise of the subscription right. The basis in the stock
upon which the subscriptions rights were issued which is allocated to the subscription rights under the prior section
entitled “Tax Basis in the Subscription Rights” would be further allocated between the new common stock and the
warrant acquired upon exercise of the subscription right in proportion to their relative fair market values on the date
the subscription rights were distributed. The subscription price should be allocated between the new common stock
and warrant acquired upon exercise of the subscription right in proportion to their relative fair market values on the
exercise date. These allocations will establish your initial tax basis for U.S. federal income tax purposes in your new
common stock and warrants. The holding period of shares of common stock or a warrant acquired upon exercise of a
subscription right in the rights offering will begin on the date of exercise.
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If you exercise a subscription right received in the rights offering after disposing of the shares of our common stock
with respect to which such subscription right is received, then certain aspects of the tax treatment of the exercise of the
subscription right are unclear, including (1) the allocation of the tax basis between the shares of common stock
previously sold and the subscription right, (2) the impact of such allocation on the amount and timing of gain or loss
recognized with respect to the shares of our common stock previously sold and (3) the impact of such allocation on
the tax basis of the shares of our common stock and warrants acquired upon exercise of the subscription right. If you
exercise a subscription right received in the rights offering after disposing of shares of our common stock with respect
to which the subscription right is received, you should consult with your own tax advisor.

Expiration of Subscription Rights

If you allow subscription rights received in the rights offering to expire, you should not recognize any gain or loss for
U.S. federal income tax purposes, and you should re-allocate any portion of the tax basis in your existing common
stock previously allocated to the subscription rights that have expired to the existing common stock.

Taxation of Warrants

Sale, Exchange, Redemption or other Taxable Disposition of Warrants
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Upon the sale, exchange, redemption or other taxable disposition of a warrant, in general, you will recognize taxable
gain or loss measured by the difference, if any, between (i) the amount of cash and the fair market value of any
property received upon such taxable disposition and (ii) your adjusted tax basis in the warrant as determined pursuant
to the rules discussed above. Your gain or loss generally will be capital gain or loss and generally will be long-term
capital gain or loss if, at the time of the sale or other disposition, your holding period for the warrant is more than one
year. The deductibility of capital losses is subject to limitations.

Exercise of Warrants

Upon the exercise of a warrant by paying the exercise price in cash, in general, you will not recognize gain or loss for
U.S. federal income tax purposes, except to the extent you receive a cash payment for any such fractional share that
would otherwise have been issuable upon exercise of the warrant. Your initial tax basis in common stock received will
equal your adjusted tax basis in the warrant exercised (as determined pursuant to the rules discussed above), increased
by the amount of cash paid to exercise the warrant and decreased by the adjusted tax basis allocable to any fractional
share that would otherwise have been issuable upon exercise of the warrant. Your holding period for the shares of our
common stock received on exercise generally will commence on the day of exercise.

The tax consequences of a cashless exercise are not clear and could differ from the consequences described above,
including the possibility that a cashless exercise could be a taxable event. You should consult your own tax advisor
regarding the tax consequences of a cashless exercise of a Warrant.

Expiration of Warrants

If you allow a warrant to expire, you will generally recognize a loss for U.S. federal income tax purposes equal to your
adjusted tax basis in the warrant. In general, such a loss will be a capital loss and will be a short-term or long-term
capital loss depending on your holding period for the warrant.

Certain Adjustments to the Warrants

Under Section 305 of the Code, an adjustment to the number of common shares that will be issued on the exercise of
the warrants, or an adjustment to the exercise price of the warrants, may be treated as a constructive distribution to
you if, and to the extent that, such adjustment has the effect of increasing your proportionate interest in our earnings
and profits or assets, depending on the circumstances of such adjustment (for example, if such adjustment is to
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compensate for a distribution of cash or other property to our stockholders). Adjustments to the exercise price of
warrants made pursuant to a bona fide reasonable adjustment formula that has the effect of preventing dilution of the
interest of the holders of the warrants should generally not be considered to result in a constructive distribution. Any
such constructive distribution would be taxable whether or not there is an actual distribution of cash or other property.
See the more detailed discussion of the rules applicable to distributions made by us under the heading “Taxation of
Common Stock — Distributions” below.

Taxation of Common Stock

Distributions

Distributions with respect to shares of our common stock acquired upon exercise of subscription rights or upon
exercise of warrants will be taxable as dividend income when actually or constructively received to the extent of our
current or accumulated earnings and profits as determined for U.S. federal income tax purposes.

Dividend income received by certain non-corporate U.S. holders with respect to shares of our common stock generally
will be “qualified dividends” subject to preferential rates of U.S. federal income tax, provided that the U.S. holder meets
applicable holding period and other requirements. Subject to similar exceptions for short-term and hedged positions,
dividend income on our shares of common stock paid to U.S. Holders that are domestic corporations generally will
qualify for the dividends-received deduction. To the extent that the amount of a distribution exceeds our current and
accumulated earnings and profits, such distribution will be treated first as a tax-free return of capital to the extent of
your adjusted tax basis in such shares of our common stock and thereafter as capital gain.
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Dispositions

If you sell or otherwise dispose of shares of common stock acquired upon exercise of subscription rights or upon
exercise of warrants in a taxable transaction, you will generally recognize capital gain or loss equal to the difference
between the amount realized and your adjusted tax basis in the shares. Such capital gain or loss will be long-term
capital gain or loss if your holding period for such shares is more than one year at the time of disposition. Long-term
capital gain of a non-corporate U.S. Holder is generally taxed at preferential rates of U.S. federal income tax. The
deductibility of capital losses is subject to limitations.

Information Reporting and Backup Withholding

You may be subject to information reporting and/or backup withholding with respect to the gross proceeds from the
disposition of Warrants, shares of our common stock acquired through the exercise of Subscription Rights or through
the exercise of Warrants, or dividend payments. Backup withholding (currently at the rate of 28%) may apply under
certain circumstances if you (1) fail to furnish your social security or other taxpayer identification number, or TIN, (2)
furnish an incorrect TIN, (3) fail to report interest or dividends properly or (4) fail to provide a certified statement,
signed under penalty of perjury, that the TIN provided is correct, that you are not subject to backup withholding and
that you are a U.S. person for U.S. federal income tax purposes on IRS Form W-9. Any amount withheld from a
payment under the backup withholding rules is allowable as a credit against (and may entitle you to a refund with
respect to) your U.S. federal income tax liability, provided that the required information is timely furnished to the IRS.
Certain persons are exempt from information reporting and backup withholding, including corporations and certain
financial institutions, provided that they demonstrate this fact, if requested. You are urged to consult your own tax
advisor as to your qualification for exemption from backup withholding and the procedure for obtaining such
exemption.

Tax Consequences to Non-U.S. Holders

Taxation of the Subscription Rights

Receipt, Exercise and Expiration of the Subscription Rights

The discussion below assumes that the receipt of Subscription Rights will be treated as a non-taxable distribution. See
“Tax Consequences to U.S. Holders — Taxation of Subscription Rights — Receipt of Subscription Rights” above.
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Exercise and Expiration of Warrants and Certain Adjustments to Warrants

Exercise of Warrants

In general, a Non-U.S. Holder will not recognize gain or loss for U.S. federal income tax purposes upon exercise of a
Warrant, except to the extent the Non-U.S. Holder receives a cash payment for any such fractional share that would
otherwise have been issuable upon exercise of the Warrant, which will be treated as a sale subject to the rules
described under “Sale or Other Disposition of our Common Stock or Warrants” below.

Expiration of Warrants

In general, a Non-U.S. Holder will not be able to utilize a loss recognized upon expiration of a Warrant against the
Non-U.S. Holder’s U.S. federal income tax liability unless the loss is effectively connected with the Non-U.S. Holder’s
conduct of a trade or business within the United States (and, if an income tax treaty so provides, is attributable to a
permanent establishment in the United States) or is treated as a U.S.-source loss and the Non-U.S. Holder is present
183 days or more in the taxable year of disposition and certain other conditions are met.
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Certain Adjustments to the Warrants

Under Section 305 of the Code, an adjustment to the number of common shares that will be issued on the exercise of
the Warrants, or an adjustment to the exercise price of the Warrants, may be treated as a constructive distribution to a
Non-U.S. Holder of the Warrants if, and to the extent that, such adjustment has the effect of increasing such Non-U.S.
Holder’s proportionate interest in our “earnings and profits” or assets, depending on the circumstances of such
adjustment (for example, if such adjustment is to compensate for a distribution of cash or other property to our
stockholders). Adjustments to the exercise price of Warrants made pursuant to a bona fide reasonable adjustment
formula that has the effect of preventing dilution of the interest of the holders of the Warrants should generally not be
considered to result in a constructive distribution. Any such constructive distribution would be taxable whether or not
there is an actual distribution of cash or other property. See the more detailed discussion of the rules applicable to
distributions made by us under the heading “— Taxation of Distributions on Common Stock” below.

Taxation of Distributions on Common Stock

Any distributions of cash or property (including any adjustments to the Warrants described in the immediately
preceding paragraph) made with respect to our Common Stock generally will be subject to withholding tax to the
extent paid out of our current or accumulated earnings and profits as determined for U.S. federal income tax purposes,
if any, at a rate of 30% (or a lower rate prescribed by an applicable income tax treaty). In order to obtain a reduced
withholding tax rate, if applicable, you will be required to provide a properly completed IRS Form W-8BEN or IRS
Form W-8BEN-E, as applicable, certifying your entitlement to benefits under a treaty. In addition, you will not be
subject to withholding tax if you provide an IRS Form W-8ECI certifying that the distributions are effectively
connected with your conduct of a trade or business within the United States (and, if an applicable income tax treaty so
provides, are attributable to a permanent establishment within the United States); instead, you generally will be
subject to U.S. federal income tax, net of certain deductions, with respect to such income at the same rates applicable
to U.S. persons. If you are a corporation, a “branch profits tax” of 30% (or a lower rate prescribed by an applicable
income tax treaty) also may apply to such effectively connected income.

Non-U.S. Holders may be required to periodically update their IRS Forms W-8.

Any distribution will also be subject to the discussion below under the headings “Information Reporting and Backup
Withholding” and “FATCA.”

Sale or Other Disposition of Our Common Stock or Warrants
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Subject to the discussion below regarding backup withholding and FATCA, you generally will not be subject to U.S.
federal income tax on any gain realized on a sale or other disposition of shares of our common stock or warrants
unless:

● the gain is effectively connected with your conduct of a trade or business within the United States (and, if an
applicable income tax treaty so provides, is attributable to a permanent establishment in the United States);

● you are an individual, you hold your Subscription Rights, shares of Common Stock or Warrants as capital assets, you
are present in the United States for 183 days or more in the taxable year of disposition and certain other conditions are
met (in which case you will be subject to a 30% tax, or such lower rate as may be specified by an applicable income
tax treaty, on the net gain derived from the disposition, which may be offset by your U.S.-source capital losses, if
any); or

● we are or have been a “United States real property holding corporation,” or USRPHC, for U.S. federal income tax
purposes unless an exception for 5% or less stockholders applies.

Gain that is effectively connected with your conduct of a trade or business within the United States (and, if an
applicable income tax treaty so provides, is attributable to a permanent establishment within the United States)
generally will be subject to U.S. federal income tax, net of certain deductions, at the same rates applicable to U.S.
persons. If you are a corporation, a “branch profits tax” of 30% (or a lower rate prescribed in an applicable income tax
treaty) also may apply to such effectively connected gain.
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A domestic corporation is treated as a USRPHC if the fair market value of its United States real property interests
equals or exceeds 50% of the sum of (1) the fair market value of its United States real property interests, (2) the fair
market value of its non-United States real property interests and (3) the fair market value of any other of its assets
which are used or held for use in a trade or business. We believe that we are not currently, and have not been within
the relevant testing period, a USRPHC. However, no assurance can be given that we will not become a USRPHC in
the future. If we are a USRPHC or become a USRPHC in the future, a Non-U.S. Holder may still not be subject to
U.S. federal income tax on a sale or other disposition if an exception for 5% or less stockholders applies. You are
urged to consult your own tax advisor regarding the U.S. federal income tax considerations that could result if we are,
or become, a USRPHC and with respect to the exception for 5% or less stockholders.

Information Reporting and Backup Withholding

Distributions on our common stock and the amount of tax withheld, if any, with respect to such distributions will
generally be subject to information reporting. If you comply with certification procedures to establish that you are not
a United States person, additional information reporting and backup withholding should not generally apply to
distributions on our Common Stock and information reporting and backup withholding should not generally apply to
the proceeds from a sale or other disposition of warrants or shares of our common stock. Generally, a Non-U.S.
Holder will comply with such procedures if it provides a properly executed IRS Form W-8BEN or W-8BEN-E, as
applicable, (or other applicable IRS Form W-8) or otherwise meets documentary evidence requirements for
establishing that it is a Non-U.S. Holder, or otherwise establishes an exemption. The amount of any backup
withholding will generally be allowed as a refund or credit against your U.S. federal income tax liability, provided that
the required information is timely furnished to the IRS.

FATCA

Payments of dividends on our common stock to a Non-U.S. Holder will be subject to a 30% withholding tax if the
Non-U.S. Holder fails to provide the withholding agent with documentation sufficient to show that it is compliant with
FATCA. Generally such documentation is provided on an executed and properly completed IRS Form W-8BEN or
IRS Form W-8BEN-E, as applicable. If dividends are subject to the 30% withholding tax under FATCA, they will not
be subject to the 30% withholding tax described above under “Tax Consequences to Non-U.S. Holders — Taxation of
Distributions on Common Stock.” Starting in 2019, payments of the gross proceeds from a sale or exchange of our
Common Stock or other securities may also be subject to FATCA withholding absent proof of FATCA compliance
prior to January 1, 2019.

THE PRECEDING DISCUSSION OF MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES IS NOT
TAX ADVICE. HOLDERS OF SUBSCRIPTION RIGHTS, SHARES OF OUR COMMON STOCK SHOULD
CONSULT THEIR OWN TAX ADVISORS REGARDING THE APPLICATION OF THE U.S. FEDERAL

Edgar Filing: Giggles N' Hugs, Inc. - Form 424B3

83



INCOME TAX LAWS TO THEIR PARTICULAR SITUATIONS AND THE CONSEQUENCES UNDER
FEDERAL ESTATE AND GIFT TAX LAWS, FOREIGN, STATE AND LOCAL LAWS AND TAX TREATIES OF
THE RECEIPT, OWNERSHIP AND EXERCISE OF SUBSCRIPTION RIGHTS AND THE ACQUISITION,
OWNERSHIP AND DISPOSITION OF SHARES OF OUR COMMON STOCK, AND WARRANTS ACQUIRED
UPON EXERCISE OF SUBSCRIPTION RIGHTS AND SHARES OF OUR COMMON STOCK ACQUIRED
UPON EXERCISE WARRANTS.

Tax Consequences to the Company

At January 1, 2017 , we had NOL carryforwards of approximately $7,859,000 for U.S. federal income tax purposes.
An ownership change generally occurs and produces an annual limitation on the utilization of our pre-ownership
change NOLs and certain other tax assets if the aggregate stock ownership of holders of at least 5% of our stock
increases by more than 50 percentage points over the preceding three-year period. The amount of annual limitation
generally is equal to the value of our stock immediately prior to the ownership change multiplied by the adjusted
federal long-term tax-exempt rate. The purchase of shares of our common stock pursuant to the rights offering may
trigger an ownership change with respect to our stock.
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USE OF PROCEEDS

Assuming full participation in the rights offering, we estimate that the net proceeds from the rights offering will be
approximately $4,250,000, after deducting expenses related to this rights offering payable by us estimated at
approximately $750,000, including dealer-manager fees.

We are conducting the rights offering to raise capital that we intend to use for general corporate purposes.. If we are
fully subscribed, we expect to allocate $3,600,000 to opening new stores and the remainder of $650,000 to general
corporate purposes.

We have broad discretion in determining how the proceeds of this rights offering will be used, and our discretion is
not limited by the aforementioned possible uses. The amounts and timing of our actual expenditures will depend on
numerous contingencies, including the extent to which the rights offering is subscribed, the aggregate amount raised
in the rights offering, the cost to implement of our intended plans for growth, and the amount of cash used by our
operations.

To the extent that the rights offering is not fully subscribed, we will not realize sufficient capital to fund all of the
proposed uses of proceeds (including opening of new stores), and will necessarily have to prioritize and otherwise
limit our uses of proceeds to accommodate our immediate capital demands until such time as additional funds can be
raised.

Our board of directors believes the flexibility in application of the net proceeds is prudent.

PLAN OF DISTRIBUTION

Promptly after the record date for the rights offering, we will distribute the subscription rights and subscription
documents to stockholders of record as of 5:00 p.m. Eastern Time on February 27, 2018. If you wish to exercise your
subscription rights, you should follow the instructions in the subscription documents sent to you and also available
from the information agent. If you are unable to do so, you may call the information agent for assistance. See “The
Rights Offering—Method for Exercising Subscription Rights”. If you have any questions, you should contact Mackenzie
Partners, Inc., at (212) 929-5500, (800) 322-2885 (toll free) or via email at rightsoffer@mackenziepartners.com. If
you wish to exercise your subscription rights and purchase shares of our common stock, you should complete the
rights certificate and return it with payment for the shares to the subscription agent, West Coast Stock Transfer, Inc. at

Edgar Filing: Giggles N' Hugs, Inc. - Form 424B3

85



the following address: 721 N. Vulcan Ave. Ste. 205, Encinitas, CA 92024. See “The Rights Offering—Method of
Exercising Subscription Rights.”

Other than as described in this prospectus, we do not know of any existing agreements between any stockholder,
broker, dealer, underwriter or agent relating to the sale or distribution of the underlying common stock.

RHK Capital is the dealer-manager of this rights offering. We and RHK Capital may introduce one or more
co-dealer-managers and one or more financial advisors to assist in the rights offering. In any such event, RHK Capital
will be the lead dealer-manager. In such capacity, the dealer-manager will provide marketing assistance and advice to
us in connection with this rights offering. RHK Capital is not underwriting or placing any of the subscription rights
being distributed or the units being sold in this offering and does not make any recommendation with respect to such
subscription rights or units (including with respect to the exercise of such subscription rights). As contemplated by the
dealer-manager agreement, RHK Capital will not solicit any holders of the securities (including the rights) or engage
in the offer and sale of such securities in any jurisdiction in which such securities are not qualified or registered for
sale in accordance with, or exempt from, the state securities or blue sky laws or Canadian provincial securities laws of
such jurisdiction unless and until (i) the Company has advised RHK Capital that such securities have been qualified or
registered in accordance with, or are exempt from application of, the state securities or blue sky laws or the Canadian
provincial securities laws of such jurisdiction, as applicable, and (ii) RHK Capital possesses all required licenses and
registrations to solicit or offer such securities in that jurisdiction.
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We have agreed to pay RHK Capital up to 6.0% of the gross proceeds of this rights offering in cash and to pay RHK
Capital a non-accountable expense allowance up to 1.8% of the gross proceeds of this rights offering and an
out-of-pocket accountable expense allowance of 0.2%. We have also agreed to indemnify RHK Capital and their
respective affiliates against certain liabilities arising under the Securities Act. RHK Capital’s participation in this rights
offering is subject to customary conditions contained in the dealer-manager agreement. RHK Capital and its affiliates
may provide to us from time to time in the future in the ordinary course of their business certain financial advisory,
investment banking and other services for which they will be entitled to receive fees.

We have agreed to indemnify the dealer-manager and its respective affiliates against certain liabilities arising under
the Securities Act. The dealer-manager’s participation in this rights offering is subject to customary conditions
contained in the dealer-manager agreement, including the receipt by the dealer-manager of an opinion of our counsel.
The dealer-manager and its affiliates may provide to us from time to time in the future in the ordinary course of their
business certain financial advisory, investment banking and other services for which they will be entitled to receive
fees.

RHK Capital is a broker-dealer and member of the Financial Industry Regulatory Authority, Inc. The principal
business address of RHK is 276 Post Road West, Westport, CT 06880..

West Coast Stock Transfer, Inc. is acting as the subscription agent and Mackenzie Partners Inc. is acting as the
information agent for this rights offering. We will pay all customary fees and expenses of the subscription agent and
the information agent related to this rights offering. We also have agreed to indemnify each of the subscription agent
and the information agent with respect to certain liabilities that it may incur in connection with this rights offering.
Our officers and directors may solicit responses from the holders of rights in connection with this rights offering, but
such officers and directors will not receive any commissions or compensation for such services other than their normal
compensation.

The dealer manager and its affiliates may in the future provide, various investment banking, financial advisory and
other services for us and our affiliates.

Some of our officers, employees and directors may solicit responses from holders of subscription rights. None of our
officers, directors or employees will be compensated in connection with their participation in the rights offering by the
payment of commissions or other remuneration based either directly or indirectly on the subscriptions, but will be
reimbursed for reasonable expenses.
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Other than as described herein, we do not know of any existing agreements between or among any stockholder,
broker, dealer, underwriter or agent relating to the sale or distribution of the underlying common stock.

The information on the dealer-manager’s websites and any information contained in any other websites maintained by
the dealer-manager is not part of this prospectus or the registration statement of which this prospectus forms a part,
has not been approved and/or endorsed by us or the dealer-manager, and should not be relied upon by investors.

No person has been authorized by our Company to engage in any form of price stabilization in connection with this
rights offering.

Notice to Prospective Investors in Canada

This prospectus constitutes an “exempt offering document” as defined in and for the purposes of applicable Canadian
securities laws. No prospectus has been filed with any securities commission or similar regulatory authority in Canada
in connection with the offer and sale of the shares. No securities commission or similar regulatory authority in Canada
has reviewed or in any way passed upon this prospectus or on the merits of the shares and any representation to the
contrary is an offence.
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Canadian investors are advised that this prospectus has been prepared in reliance on section 3A.3 of National
Instrument 33-105 Underwriting Conflicts (“NI 33-105”). Pursuant to section 3A.3 of NI 33-105, this prospectus is
exempt from the requirement that the Company and the underwriter(s) provide Canadian investors with
certain conflicts of interest disclosure pertaining to “connected issuer” and/or “related issuer” relationships that
may exist between the Company and the underwriter(s) as would otherwise be required pursuant to subsection
2.1(1) of NI 33-105.

Resale Restrictions

The offer and sale of the shares in Canada is being made on a private placement basis only and is exempt from the
requirement that the Company prepares and files a prospectus under applicable Canadian securities laws. Any resale
of shares acquired by a Canadian investor in this rights offering must be made in accordance with applicable Canadian
securities laws, which may vary depending on the relevant jurisdiction, and which may require resales to be made in
accordance with Canadian prospectus requirements, pursuant to a statutory exemption from the prospectus
requirements, in a transaction exempt from the prospectus requirements or otherwise under a discretionary exemption
from the prospectus requirements granted by the applicable local Canadian securities regulatory authority. These
resale restrictions may under certain circumstances apply to resales of the shares outside of Canada.

Representations of Purchasers

Each Canadian investor who purchases shares will be deemed to have represented to the Company, the underwriters
and to each dealer from whom a purchase confirmation is received, as applicable, that the investor is (i) purchasing as
principal, or is deemed to be purchasing as principal in accordance with applicable Canadian securities laws, for
investment only and not with a view to resale or redistribution; (ii) an “accredited investor” as such term is defined in
section 1.1 of National Instrument 45-106 Prospectus Exemptions or, in Ontario, as such term is defined in section
73.3(1) of the Securities Act (Ontario); and (iii) is a “permitted client” as such term is defined in section 1.1 of National
Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations.

Taxation and Eligibility for Investment

Any discussion of taxation and related matters contained in this prospectus does not purport to be a comprehensive
description of all of the tax considerations that may be relevant to a Canadian investor when deciding to purchase the
shares and, in particular, does not address any Canadian tax considerations. No representation or warranty is hereby
made as to the tax consequences to a resident, or deemed resident, of Canada of an investment in the shares or with
respect to the eligibility of the shares for investment by such investor under relevant Canadian federal and provincial
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legislation and regulations.

Rights of Action for Damages or Rescission

Securities legislation in certain of the Canadian jurisdictions provides certain purchasers of securities pursuant to an
offering memorandum (such as this prospectus), including where the distribution involves an “eligible foreign security”
as such term is defined in Ontario Securities Commission Rule 45-501 Ontario Prospectus and Registration
Exemptions and in Multilateral Instrument 45-107 Listing Representation and Statutory Rights of Action Disclosure
Exemptions, as applicable, with a remedy for damages or rescission, or both, in addition to any other rights they may
have at law, where the offering memorandum, or other offering document that constitutes an offering memorandum,
and any amendment thereto, contains a “misrepresentation” as defined under applicable Canadian securities laws. These
remedies, or notice with respect to these remedies, must be exercised or delivered, as the case may be, by the
purchaser within the time limits prescribed under, and are subject to limitations and defences under, applicable
Canadian securities legislation. In addition, these remedies are in addition to and without derogation from any other
right or remedy available at law to the investor.
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Language of Documents

Upon receipt of this document, each Canadian investor hereby confirms that it has expressly requested that all
documents evidencing or relating in any way to the sale of the securities described herein (including for greater
certainty any purchase confirmation or any notice) be drawn up in the English language only. Par la réception de ce
document, chaque investisseur canadien confirme par les présentes qu’il a expressément exigé que tous les documents
faisant foi ou se rapportant de quelque manière que ce soit à la vente des valeurs mobilières décrites aux présentes
(incluant, pour plus de certitude, toute confirmation d’achat ou tout avis) soient rédigés en anglais seulement.

LEGAL PROCEEDINGS

We are not party to any lawsuits or legal proceedings, the adverse outcome of which, in management’s opinion,
individually or in the aggregate, would have a material adverse effect on our results of operations and financial
position, and have no knowledge of any threatened or potential lawsuits or legal proceedings against us. From time to
time, we may be involved in litigation relating to claims arising out of operations in the ordinary course of business.

DESCRIPTION OF SECURITIES

Our authorized capital stock consists of 1,125,000,000 shares of common stock, having a $0.001 par value per share.
The holders of our common stock are entitled to receive dividends out of assets or funds legally available for the
payment of dividends at such times and in such amounts as the Board from time to time may determine. Holders of
our common stock are entitled to one vote for each share held on all matters submitted to a vote of stockholders. There
is no cumulative voting of the election of directors then standing for election. Our
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