Offering Memorandum: Part II of Offering Document (Exhibit A to Form C)

Movica United, Inc.
12961 Park Central, Ste 1375
San Antonio, TX 78216
https://handmade.com/

Up to $2,550,000.00 in Series A-4 Preferred at $2.04
Minimum Target Amount: $19,998.12

A crowdfunding investment involves risk. You should not invest any funds in this offering unless you can afford to lose yvour
entire investment.

In making an investment decision, investors must rely on their own examination of the issuer and the terms of the offering,
including the merits and risks involved. These securities have not been recommended or approved by any federal or state
securities commission or regulatory authority. Furthermore, these authorities have not passed upon the accuracy or
adequacy of this document.

The U.5. Securities and Exchange Commission does not pass upon the merits of any securities offered or the terms of the
offering, nor does it pass upon the accuracy or completeness of any offering document or literature.

These securities are offered under an exemption from registration; however, the U.5. Securities and Exchange Commission
has not made an independent determination that these securities are exempt from registration.

In the event that we become a reporting company under the Securities Exchange Act of 1934, we intend to take advantage of
the provisions that relate to "Emerging Growth Companies” under the JOBS Act of 2012, including electing to delay
compliance with certain new and revised accounting standards under the Sarbanes-Oxley Act of 2002,



Company:

Company: Novica United, Inc.

Address: 12961 Park Central, Ste 1375, San Antonio, TX 78216
state of Incorporation: DE

Date Incorporated: November 25, 1998

Terms:

Equity

Offering Minimum: $19,998.12 | 9,803 shares of Series A-4 Preferred
Offering Maximum: $2,550,000.00 | 1,250,000 shares of Series A-4 Preferred
Type of Security Offered: Series A-4 Preferred

Purchase Price of Security Offered: $2.04

Minimum Investment Amount (per investor): $299.88

THE OFFERING MATERIALS MAY CONTAIN FORWARD-LOOKING STATEMENTS AND INFORMATION RELATING TO,
AMONG OTHER THINGS, THE COMPANY, ITS BUSINESS PLAN AND STRATEGY, AND ITS INDUSTRY. THESE FORWARD-
LOOKING STATEMENTS ARE BASED ON THE BELIEFS OF, ASSUMPTIONS MADE BY, AND INFORMATION CURRENTLY
AVAILABLE TO THE COMPANY'S MANAGEMENT. WHEN USED IN THE OFFERING MATERIALS, THE WORDS
"ESTIMATE,” "PROJECT,” "BELIEVE,” "ANTICIPATE,” "INTEND," "EXPECT" AND SIMILAR EXPRESSIONS ARE
INTENDED TO IDENTIFY FORWARD-LOOKING STATEMENTS, WHICH CONSTITUTE FORWARD LOOKING STATEMENTS.
THESE STATEMENTS REFLECT MANAGEMENT'S CURRENT VIEWS WITH RESPECT TO FUTURE EVENTS AND ARE
SUBJECT TO RISKS AND UNCERTAINTIES THAT COULD CAUSE THE COMPANY'S ACTUAL RESULTS TO DIFFER
MATERIALLY FROM THOSE CONTAINED IN THE FORWARD-LOOKING STATEMENTS. INVESTORS ARE CAUTIONED NOT
TO PLACE UNDUE RELIANCE ON THESE FORWARD-LOOKING STATEMENTS, WHICH SPEAK ONLY AS OF THE DATE ON
WHICH THEY ARE MADE. THE COMPANY DOES NOT UNDERTAKE ANY OBLIGATION TO REVISE OR UPDATE THESE
FORWARD-LOOKING STATEMENTS TO REFLECT EVENTS OR CIRCUMSTANCES AFTER SUCH DATE OR TO REFLECT THE
OCCURRENCE OF UNANTICIPATED EVENTS.

As a condition to investing, investors will be required to join the Company's Third Amended and Restated Stockholders’
Agreement, attached to the Form C as Exhibit F.

*Maximum number of shares offered subject to adjustment for bonus shares. See Bonus info below.
Investment Incentives & Bonuses

Time-Based Perks

Early Bird 1: Invest 51,000+ within the first 2 weeks | 3% bonus shares

Early Bird 2: Invest $5,000+ within the first 2 weeks | 8% bonus shares

Early Bird 3: Invest $10,000+ within the first 2 weeks | 10% bonus shares

Early Bird 4: Invest $25,000+ within the first 2 weeks | 14% bonus shares

Early Bird 5: Invest $50,000+ within the first 2 weeks | 15% bonus shares
Mid-Campaign Perks (Flash Perks)

Flash Perk 1: Invest $1,000+ between days 35 - 40 and receive 10% bonus shares
Flash Perk 2: Invest $1,000+ between days 60 - 65 and receive 8% bonus shares

Amount-Based Perks

Craft Enthusiast: $500 investment - Receive 10% discount on all purchases for 3 months.

Artisan Supporter: $1,000 investment - Includes 2% bonus shares + 15% discount on all purchases for 12 months on
NOVICA.com & Handmade.com (discount available following the closing of the offering on eligible investments).

Master Crafter: 35,000 investment - Receive an Undiscovered Artisan Box (Premium Level) + 7% bonus shares + 15%
discount for 24 months on NOVICA.com & Handmade.com {discount available following the closing of the offering on
eligible investments).

Crafting Innovator: $10,000 investment - Receive an Undiscovered Artisan Box (Patron Level), + 9% bonus shares + 20%
discount on purchases for 36 months on NOVICA.com & Handmade.com.



Ambassador Club: $25,000 investment - Receive an Undiscovered Artisan Box (Benefactor Level), Lifetime Ambassador level
access, + 12% bonus shares + 20% discount on purchases for five years on NOVICA.com & Handmade.com (discount
available following the closing of the offering on eligible investments).

Visionary Ambassador: $50,000 investment - Receive an Undiscovered Artisan Box (Benefactor Level), Lifetime Ambassador
level access, commemorative artisan thank-vou sculpture, + 14% bonus shares + 20% discount for life on NOVICA.com &
Handmade.com {discount available following the closing of the offering on eligible investments).

*In order to receive perks from an investment, one must submit a single investment in the same offering that meets the
minimum perk requirement. Bonus shares from perks will not be granted if an investor submits multiple investments that,
when combined, meet the perk requirement. All perks occur when the offering is completed.

Crowdfunding investments made through a self-directed IRA cannot receive non-bonus share perks due to tax laws. The
Internal Revenue Service (IRS) prohibits self-dealing transactions in which the investor receives an immediate, personal
financial gain on investments owned by their retirement account. As a result, an investor must refuse those non-bonus
share perks because they would be receiving a benefit from their IRA account.

The 10% StartEngine Venture Club Bonus

MNovica United, Inc. will offer 10% additional bonus shares for all investments that are committed by investors that are
eligible for the StartEngine Venture Cluh.

This means eligible StartEngine shareholders will receive a 10% bonus for any shares they purchase in this offering. For
example, if you buy 100 shares of Series A-4 Convertible Preferred Stock at $2.04 / share, you will receive 110 shares of
Series A-4 Convertible Preferred Stock, meaning you’ll own 110 shares for $204.00. Fractional shares will not be distributed
and share bonuses will be determined by rounding down to the nearest whole share.

This 10% Bonus is only valid during the investor’s eligibility period. Investors eligible for this bonus will also have priority if
they are on a waitlist to invest and the company surpasses its maximum funding goal. They will have the first opportunity to
invest should room in the offering become available if prior investments are canceled or fail.

Investors will receive the highest single bonus they are eligible for among the bonuses based on the amount invested and
the time of offering elapsed (if any). Eligible investors will also receive the Venture Club Bonus in addition to the
aforementioned bonus.

The Company and its Business
Company Overview

Novica United, Inc. ("NOVICA” or the "Company”) and Handmade.com together form a powerful global platform
connecting creators and customers worldwide. NOVICA has built one of the most trusted networks for handmade goods,
delivering more than 5142 million to artisans and operating fulfillment centers and Artisan Empowerment Hubs across
multiple continents.

Building on this foundation, Handmade.com aims to expand that mission into a fully scalable, self-service marketplace that
delivers a direct-to-consumer experience. The platform connects verified makers with global shoppers seeking authenticity,
originality, and meaning in what they buy.

Creators can manage their own storefronts, share videos and stories about their work, and sell directly to customers. They
can fulfill orders themselves or use NOVICA's established logistics network, supported by decades of global shipping
expertise. The platform maintains rigorous standards for authenticity, product quality, and storyvtelling, designed to ensure
that scale never comes at the expense of trust or creativity.

Together, NOVICA and Handmade.com combine technology, infrastructure, and social impact to create one of the most
comprehensive ecosystems for handmade commerce in the world.

Parent, Subsidiary or Related Entity

Handmade.com is a brand, platform, and operating asset wholly owned and operated by NOVICA United, Inc. NOVICA owns
the Handmade.com domain name and associated brand assets. Handmade.com does not operate as a separate legal entity.

Handmade.com is being developed and scaled as NOVICA's next-generation, self-service marketplace, designed to
complement NOVICA's core curated retail business. Handmade.com will benefit from NOVICA’s existing operational
infrastructure, including global fulfillment capabilities, regional Artisan Empowerment Hubs, microcredit programs, and
long-standing creator relationships across multiple regions.

While Handmade.com is positioned as an open, scalable marketplace that enables creators to manage their own storefronts
and reach global customers, it is fully integrated into NOVICA’s operations, systems, and governance. Together, NOVICA's
curated collections and Handmade.com's marketplace platform allow the Company to serve the global handmade



community through complementary distribution models under a single corporate structure.

MNovica United, Inc. is the parent company of multiple effectively wholly owned subsidiaries operating in Indonesia, Ghana,
Thailand, India, Guatemala, Peru, Brazil, the United Kingdom, Germany, and Armenia. These entities were formed between
1999 and 2023 to support regional sourcing, artisan onboarding, and operational coordination.

The Company's subsidiaries fall into two primary categories:
Artisan Empowerment Hub Entities,

Subsidiaries located in Indonesia, Ghana, Thailand, India, Guatemala, Peru, Brazil, and Armenia operate as regional Artisan
Empowerment Hubs, These entities primarily function as operational support centers and cost centers. They facilitate local
artisan onboarding, compliance, quality control, sourcing coordination, and fulfillment support within their respective
regions. These entities do not independently generate significant third-party revenue. Instead, they support NOVICA's
global marketplace and retail operations, and are responsible for local artisan payments and regional operating expenses.

Country Sales and Operations Subsidiaries.

The Company also maintains subsidiaries in the United Kingdom and Germany, which support regional sales and logistics
operations. These entities facilitate local customer returns, order processing, and regulatory compliance for sales within the
European Union and the United Kingdom. Their purpose is operational efficiency and customer-service optimization within
those jurisdictions.

All subsidiaries are consolidated into the Company’s financial statements, and all significant intercompany accounts and
transactions are eliminated in consolidation. Revenue is recognized on a consolidated basis by Novica United, Inc., in
accordance with U.S. GAAP.

Litigation Disclosure

On March 27, 2025, a civil lawsuit (Case No. 255MCV01579) was filed by Watt Headquarters Limited Partnership against
Novica United Inc. and Roberto Milk in the Superior Court of California, County of Los Angeles. The suit alleges a breach of
a commercial lease agreement, with the plaintiff claiming that Novica vacated the premises prior to the expiration of the
lease term and owes approximately $17,782.57 in unpaid rent. Novica and Mr. Milk dispute the allegations. Novica has filed
a formal Answer to the Complaint. Mr. Milk filed a demurrer, which was heard on November 13, 2025, and was sustained
with leave to amend as to him. The defendants maintain that the lease was properly terminated, that Mr. Milk was
improperly named in the suit, and that the claims lack merit. The litigation remains pending.

Competitors and Industry
Industry

The global handicrafts market is a rapidly growing sector fueled by increasing demand for ethically sourced, artisan-made
products. Consumers are increasingly drawn to products with transparent sourcing, cultural heritage, and sustainable
production practices. Handmade.com operates within this evolving industry landscape by positioning itself as both a retail
platform and a storytelling hub, where makers can engage audiences through dynamic content and immersive shopping
experiences. The platform blends e-commerce with social media-style engagement, creating a vibrant digital space for both
creators and consumers.

https://www.globenewswire.com/news-release/2025/02/26,3032732/28124/en,/1-94-Trillion-Handicrafts-Industry-
Research-2025-2033-Growth-Trends-Investment-Opportunities-Regional-Insights-Competitive-Profiles-More. html

Competition

The Company has several major competitors in the handmade goods market. Some of the top competitors in this space
include Etsy and Amazon Handmade. Etsy is the leading marketplace and Handmade.com’s primary competition in terms of
global artisan reach and product breadth. Amazon Handmade leverages its large customer base and fulfillment capabilities
but offers limited brand identity for makers. Despite this competition, Handmade.com differentiates itself through verified
maker programs, integrated storytelling tools, custom design features, and partnerships with global fair trade organizations.
Management believes its unigue dual-verification system and influencer-driven commerce further strengthen its niche
position in the handmade space.

Current Stage and Roadmap
Current Stage

Handmade.com’s platform is live and operational, offering thousands of verified makers a place to sell their handcrafted
products online. It currently supports artisan-uploaded listings, dynamic video content through Feed Mode, and Al tools for
product listing, translation, and customization. Products are actively being sold and fulfilled through both direct artisan
shipping and NOVICA's established logistics hubs.



Future Roadmap

The Company’s future roadmap includes plans for expanding maker enrollment, launching new community pages, and
scaling influencer collaborations and custom product offerings. Planned milestones include onboarding additional global
Artisan Facilitators, enhancing the Al-powered upload and translation systems, and increasing visibility through organic
search powered by strategic tech partners like RebelMouse, Handmade.com is expected to continue investing in storytelling
tools, curated community hubs, and expanding global logistics capabilities to support marketplace growth.

The Team
Officers and Directors

Name: Robert C. Milk
Robert C. Milk's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

& Position: CEOQ, Board Member
Dates of Service: February, 1999 - Present
Responsibilities: Overall leadership of Novica and Handmade.com, including company strategy, fundraising,
partnerships, global expansion, product direction, and mission-driven growth.

Name: Charles W. Hachtmann II
Charles W. Hachtmann IT's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

¢ Position: Chief Technology Officer
Dates of Service: August, 1999 - Present
Responsibilities: Manage technical and marketing strategy for Novica.

Name: Andrew E. Milk
Andrew E. Milk's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

* Position: COO
Dates of Service: February, 1999 - Present
Responsibilities: Head of operations, fulfillment, logistics and customer service

Name: Blake Gonzalez Hatcher

Blake Gonzalez Hatcher's current primary role is with Hatcher CFO Solutions. Blake Gonzalez Hatcher currently services 40
hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

« Position: CFO (Part-Time)
Dates of Service: May, 2025 - Present
Responsibilities: Provides executive financial leadership, including oversight of accounting and financial reporting,
financial systems development, and strategic financial guidance.

Other business experience in the past three yvears:

e Employer: Hatcher CFO Solutions
Title: Owner
Dates of Service: January, 2018 - Present
Responsibilities: Provides CFO-level advisory services.

Name: Armenia Nercessian de Oliveira

Armenia Nercessian de Oliveira's current primary role is with the Issuer.



Positions and offices currently held with the issuer:

= Position: President, Board Member
Dates of Service: January, 1999 - Present
Responsibilities: See bio provided

Name: Michael R. Burns

Michael R. Burns's current primary role is with Lionsgate. Michael R. Burns currently services 40 hours per week in their role
with the Issuer.

Positions and offices currently held with the issuer:

# Position: Chairman, Board member
Dates of Service: January, 2000 - Present
Responsibilities: Director

Other business experience in the past three years:

& Employer: Lionsgate
Title: Vice chair
Dates of Service: January, 2000 - Present
Responsibilities: Strategy. Capital markets.

Name: Douglas R. 5tern
Douglas R. Stern's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

= Position: Board Member
Dates of Service: June, 2024 - Present
Responsibilities: Board Member, Mr. Stern is best known for his prior executive leadership roles, including serving as
Chief Executive Officer of Scripps Ventures and United Media, where he led media, content, and venture investment
initiatives.

Risk Factors

The SEC requires the company to identify risks that are specific to its business and its financial condition. The company is
still subject to all the same risks that all companies in its business, and all companies in the economy, are exposed to. These
include risks relating to economic downturns, political and economic events and technological developments (such as
hacking and the ability to prevent hacking). Additionally, early-stage companies are inherently more risky than more
developed companies. You should consider general risks as well as specific risks when deciding whether to invest.

These are the risks that relate to the Company:

Uncertain Risk

An investment in the Company (also referred to as “we”, “us”, “our”, or the “Company™) involves a high degree of risk and
should only be considered by those who can afford the loss of their entire investment. Furthermore, the purchase of any
securities should only be undertaken by persons whose financial resources are sufficient to enable them to indefinitely
retain an illiquid investment. Each investor in the Company should research thoroughly any offering before making an
investment decision and consider all of the information provided regarding the Company as well as the following risk
factors, in addition to the other information in the Company’s Form C. The following risk factors are not intended, and shall
not be deemed to be, a complete description of the commercial, financial, and other risks inherent in the investment in the
Company.

L

Our business projections are only projections

There can be no assurance that the Company will meet its projections. There can be no assurance that the Company will be
able to find sufficient demand for its product or service, that people think it's a better option than a competing product or
service, or that we will be able to provide a product or service at a level that allows the Company to generate revenue, make
a profit, or grow the business.

Any valuation is difficult to assess
The valuation for the offering was established by the Company. Unlike listed companies that are independently valued
through market-driven stock prices, the valuation of private companies, especially startups, is difficult to assess, may not be



exact, and you may risk overpaying for your investment.

The transferability of the Securities yvou are buying is limited

You should be prepared to hold this investment for several yvears or longer. For the 12 months following yvour investment,
there will be restrictions on the securities you purchase. More importantly, there are a limited number of established
markets for the resale of these securities. As a result, if you decide to sell these securities in the future, you may not be able
to find, or may have difficulty finding, a buyer, and you may have to locate an interested buyer when you do seek to resell
your investment. The Company may be acquired by an existing player in the industry. However, that may never happen or it
may happen at a price that results in you losing money on this investment.

Your investment could be illiguid for a long time

You should be prepared to hold this investment for several years or longer. For the 12 months following your investment,
there will be restrictions on how you can resell the securities vou receive. More importantly, there are limited established
markets for these securities. As a result, if you decide to sell these securities in the future, vou may not be able to find a
buyer. The Company may be acquired by an existing plaver in the same or a similar industry. However, that may never
happen or it may happen at a price that results in you losing money on this investment.

The Company may undergo a future change that could affect your investment

The Company may change its business, management or advisory team, [P portfolio, location of its principal place of
business or production facilities, or other change which may result in adverse effects on vour investment. Additionally, the
Company may alter its corporate structure through a merger, acquisition, consolidation, or other restructuring of its current
corporate entity structure. Should such a future change occur, it would be based on management’s review and
determination that it is in the best interests of the Company.

Your information rights are limited with limited post-closing disclosures

The Company is required to disclose certain information about the Company, its business plan, and its anticipated use of
proceeds, among other things, in this offering. Early-stage companies may be able to provide only limited information
about their business plan and operations because it does not have fully developed operations or a long history to provide
more disclosure. The Company is also only obligated to file information annually regarding its business, including financial
statements. In contrast to publicly listed companies, investors will be entitled only to that post-offering information that is
required to be disclosed to them pursuant to applicable law or regulation, including Regulation CF. Such disclosure
generally requires only that the Company issue an annual report via a Form C-AR. Investors are generally not entitled to
interim updates or financial information.

Some early-stage companies may lack professional guidance

Some companies attribute their success, in part, to the guidance of professional early-stage advisors, consultants, or
investors (e.g., angel investors or venture capital firms). advisors, consultants, or investors may play an important role in a
company through their resources, contacts, and experience in assisting early-stage companies in executing their business
plans. An early-stage company primarily financed through Regulation Crowdfunding may not have the benefit of such
professional investors, which may pose a risk to vour investment.

If the Company cannot raise sufficient funds it will not succeed

The Company is offering Series A-4 Convertible Preferred Stock in the amount of up to $2,550,000.00 in this offering, and
may close on any investments that are made. Even if the maximum amount is raised, the Company is likely to need
additional funds in the future in order to grow, and if it cannot raise those funds for whatever reason, including reasons
relating to the Company itself or the broader economy, it may not survive. If the Company manages to raise only the
minimum amount of funds sought, it will have to find other sources of funding for some of the plans outlined in "Use of
Proceeds.”

We may not have enough capital as needed and may be required to raise more capital.

We anticipate needing access to credit in order to support our working capital requirements as we grow. It is a difficult
environment for obtaining credit on favorable terms. If we cannot obtain credit when we need it, we could be forced to raise
additional equity capital, modify our growth plans, or take some other action. Issuing more equity may require bringing on
additional investors. Securing these additional investors could require pricing our equity below its current price. If so, your
investment could lose value as a result of this additional dilution. In addition, even if the equity 15 not priced lower, your
ownership percentage would be decreased with the addition of more investors. If we are unable to find additional investors
willing to provide capital, then it is possible that we will choose to cease our sales activity. In that case, the only asset
remaining to generate a return on your investment could be our intellectual property. Even if we are not forced to cease our
sales activity, the unavailability of credit could result in the Company performing below expectations, which could
adversely impact the value of your investment.

Terms of subsequent financings may adversely impact yvour investment

We will likely need to engage in common equity, debt, or preferred stock financings in the future, which may reduce the
value of your investment in the Company. Interest on debt securities could increase costs and negatively impact operating
results. Preferred stock could be issued in series from time to time with such designation, rights, preferences, and
limitations as needed to raise capital. The terms of preferred stock could be more advantageous to those investors than to
the holders of common stock or other securities. In addition, if we need to raise more equity capital from the sale of



Common Stock, institutional or other investors may negotiate terms that are likely to be more favorable than the terms of
your investment, and possibly a lower purchase price per security.

Management's Discretion as to Use of Proceeds

Our success will be substantially dependent upon the discretion and judgment of our management team with respect to the
application and allocation of the proceeds of this offering. The Use of Proceeds described below 15 an estimate based on our
current business plan. We, however, may find it necessary or advisable to re-allocate portions of the net proceeds reserved
for one category to another, and we will have broad discretion in doing so.

Projections: Forward Looking Information

Any projections or forward-looking statements regarding our anticipated financial or operational performance are
hypothetical and are based on management’s best estimate of the probable results of our operations and may not have been
reviewed by our independent accountants. These projections are based on assumptions that management believes are
reasonable. Some assumptions invariably will not materialize due to unanticipated events and circumstances beyond
management's control. Therefore, actual results of operations will vary from such projections, and such variances may be
material. Any projected results cannot be guaranteed.

The amount raised in this offering may include investments from company insiders or immediate family members
Officers, directors, executives, and existing owners with a controlling stake in the Company {or their immediate family
members) may make investments in this offering. Any such investments will be included in the raised amount reflected on
the campaign page.

Developing new products and technologies entails significant risks and uncertainties

Competition can be intense in many markets, and a failure to keep up with competitors or anticipate shifts in market
dynamics can lead to revenue declines or market share losses. We are currently in the research and development stage and
have only manufactured a prototype for our product. Delays or cost overruns in the development of our product and failure
of the product to meet our performance estimates may be caused by, among other things, unanticipated technological
hurdles, difficulties in manufacturing, changes to design, and regulatory hurdles. Any of these events could materially and
adversely affect our operating performance and results of operations.

supply Chain and Logistics Risks

The availability of raw materials, transportation costs, and supply chain disruptions can all impact the ability to
manufacture and distribute products or services, leading to lost revenue or increased costs. Products and services that are
not available when customers need them can lead to lost sales and damage to the brand's reputation.

Quality and Safety of our Product and Service

The quality of a product or service can vary depending on the manufacturer or provider. Poor quality can result in customer
dissatisfaction, returns, and lost revenue. Furthermore, products or services that are not safe can cause harm to customers
and result in liability for the manufacturer or provider. Safety issues can arise from design flaws, manufacturing defects, or
IMproper use.

Minority Holder; Securities with No Voting Rights

The Series A-4 Convertible Preferred Stock that an investor is buying has no voting rights attached to them. This means that
you will have no rights in dictating how the Company will be run. You are trusting in management's discretion in making
good business decisions that will grow your investments. Furthermore, in the event of a liquidation of our company, you
will only be paid out if there is any cash remaining after all of the creditors of our company have been paid out.

You are trusting that management will make the best decision for the company
You are trusting in management's discretion. You are buying securities as a minority holder, and therefore must trust the
management of the Company to make good business decisions that grow vour investment.

Insufficient Funds

The Company might not sell enough securities in this offering to meet its operating needs and fulfill its plans, in which case
it may cease operating and result in a loss on your investment. Even if we sell all the Series A-4 Convertible Preferred Stock
we are offering now, the Company may need to raise more funds in the future, and if unsuccessful in doing so, the Company
will fail. Even if we do make a successful offering in the future, the terms of that offering might result in vour investment in
the Company being worth less, if later investors have better terms than those in this offering.

This offering involves “rolling closings,” which may mean that earlier investors may not have the benefit of information
that later investors have.

{Once we meet our target amount for this offering, we may request that StartEngine instruct the escrow agent to disburse
offering funds to us. At that point, investors whose subscription agreements have been accepted will become our investors.
All early-stage companies are subject to a number of risks and uncertainties, and it is not uncommon for material changes
to be made to the offering terms, or to companies’ businesses, plans, or prospects, sometimes with little or no notice. When
such changes happen during the course of an offering, we must file an amendment to our Form C with the SEC, and
investors whose subscriptions have not yet been accepted will have the right to withdraw their subscriptions and get their
money back. Investors whose subscriptions have already been accepted, however, will already be our investors and will have



no such right.

MNon-accredited investors may not be eligible to participate in a future merger or acquisition of the Company and may lose a
portion of their investment

Investors should be aware that under Rule 145 under the Securities Act of 1933 if they invest in a company through
Regulation CrowdFunding and that company becomes involved in a merger or acquisition, there may be significant
regulatory implications. Under Rule 145, when a company plans to acquire another and offers its shares as part of the deal,
the transaction may be deemed an offer of securities to the target company's investors, because investors who can vote (or
for whom a proxy is voting on their behalf) are making an investment decision regarding the securities they would receive.
All investors, even those with non-voting shares, may have rights with respect to the merger depending on relevant state
laws. This means the acquirer’s “offer” to the target’s investors would require registration or an exemption from
registration (such as Reg. D or Reg. CF), the burden of which can be substantial. As a result, non-accredited investors may
have their shares repurchased rather than receiving shares in the acquiring company or participating in the acquisition.
This may result in investors' shares being repurchased at a value determined by a third party, which may be at a lesser value
than the original purchase price. Investors should consider the possibility of a cash buyout in such circumstances, which
may not be commensurate with the long-term investment they anticipate.

Our new product could fail to achieve the sales projections we expect

Our growth projections are based on the assumption that with an increased advertising and marketing budget, our products
will be able to gain traction in the marketplace at a faster rate than our current products have. It is possible that our new
products will fail to gain market acceptance for any number of reasons. If the new products fail to achieve significant sales
and acceptance in the marketplace, this could materially and adversely impact the value of your investment.

We face significant market competition

We will compete with larger, established companies that currently have products on the market and/or various respective
product development programs. They may have much better financial means and marketing/sales and human resources
than us. They may succeed in developing and marketing competing equivalent products earlier than us, or superior products
than those developed by us. There can be no assurance that competitors will not render our technology or products obsolete
or that the products developed by us will be preferred to any existing or newly developed technologies. It should further be
assumed that competition will intensify.

Vulnerability to Economic Conditions

Economic conditions, both globally and within specific markets, can significantly influence the success of early-stage
startups. Downturns or recessions may lead to reduced consumer spending, limited access to capital, and decreased demand
for the company’s products or services. Additionally, factors such as inflation, interest rates, and exchange rate fluctuations
can affect the cost of raw materials, operational expenses, and profitability, potentially impacting the company's ability to
operate.

The loss of one or more of our key personnel, or our failure to attract and retain other highly qualified personnel in the
future, could harm our business

Our business depends on our ability to attract, retain, and develop highly skilled and qualified employees. As we grow, we
will need to continue to attract and hire additional employees in various areas, including sales, marketing, design,
development, operations, finance, legal, and human resources. However, we may face competition for qualified candidates,
and we cannot guarantee that we will be successtul in recruiting or retaining suitable employees. Additionally, if we make
hiring mistakes or fail to develop and train our employees adequately, it could have a negative impact on our business,
financial condition, or operating results, We may also need to compete with other companies in our industry for highly
skilled and qualified employees. If we are unable to attract and retain the right talent, it may impact our ability to execute
our business plan successfully, which could adversely affect the value of your investment. Furthermore, the economic
environment may affect our ability to hire qualified candidates, and we cannot predict whether we will be able to find the
right employees when we need them. This would likely adversely impact the value of your investment.

We rely on third parties to provide services essential to the success of our business

Our business relies on a variety of third-party vendors and service providers, including but not limited to manufacturers,
shippers, accountants, lawyers, public relations firms, advertisers, retailers, and distributors. Our ability to maintain high-
quality operations and services depends on these third-party vendors and service providers, and any failure or delay in their
performance could have a material adverse effect on our business, financial condition, and operating results. We may have
limited control over the actions of these third-party vendors and service providers, and they may be subject to their own
operational, financial, and reputational risks. We may also be subject to contractual or legal limitations in our ability to
terminate relationships with these vendors or service providers or seek legal recourse for their actions. Additionally, we may
face challenges in finding suitable replacements for these vendors and service providers, which could cause delays or
disruptions to our operations. The loss of key or other critical vendors and service providers could materially and adversely
affect our business, financial condition, and operating results, and as a result, your investment could be adversely impacted
by our reliance on these third-party vendors and service providers.

The Company is vulnerable to hackers and cyber-attacks
As an internet-based business, we may face risks related to cybersecurity and data protection. We rely on technology



systems to operate our business and store and process sensitive data, including the personal information of our investors.
Any significant disruption or breach of our technology systems, or those of our third-party service providers, could result in
unauthorized access to our systems and data, and compromise the security and privacy of our investors. Moreover, we may
be subject to cyber-attacks or other malicious activities, such as hacking, phishing, or malware attacks, that could result in
theft, loss, or destruction of our data, disruption of our operations, or damage to our reputation. We may also face legal and
regulatory consequences, including fines, penalties, or litigation, in the event of a data breach or cyber-attack. Any
significant disruption or downtime of our platform, whether caused by cyber-attacks, system failures, or other factors, could
harm our reputation, reduce the attractiveness of our platform, and result in a loss of investors and issuer companies.
Moreover, disruptions in the services of our technology provider or other third-party service providers could adversely
impact our business operations and financial condition. This would likely adversely impact the value of your investment.

Economic and market conditions

The Company’s business may be affected by economic and market conditions, including changes in interest rates, inflation,
consumer demand, and competition, which could adversely affect the Company’s business, financial condition, and
operating results.

Force majeure events

The Company's operations may be affected by force majeure events, such as natural disasters, pandemics, acts of terrorism,
war, or other unforeseeable events, which could disrupt the Company's business and operations and adversely affect its
financial condition and operating results.

Adverse publicity
The Company's business may be negatively impacted by adverse publicity, negative reviews, or social media campaigns that
could harm the Company's reputation, business, financial condition, and operating results.

Uncertain Regulatory and Trade Landscape

Due to the evolving nature of the markets in which the Company operates, the introduction of new laws, industry-specific
standards, taritfs, import duties, trade restrictions, or other changes in domestic or international trade policy could impose
additional costs and operational burdens on the Company. Increased tariffs or cross-border compliance requirements may
affect pricing, fulfillment costs, artisan participation, or consumer demand. Non-compliance, regulatory disputes, or
changes in trade policy may result in fines, penalties, reputational damage, supply chain disruption, or litigation, adversely
affecting the Company’s financial condition and ability to operate effectively.

Protection of Intellectual Property

The Company’s intellectual property includes its trademarks, brand assets, proprietary technology, copyrights, trade
secrets, and Internet domain names, including the NOVICA.com and Handmade.com domains, which are owned by the
Company. These assets are important to the Company’s operations and brand value. Although the Company owns and
controls its core intellectual property, there can be no assurance that third parties will not attempt to infringe,
misappropriate, or otherwise violate these rights. The Company may incur legal and other costs to enforce or defend its
intellectual property. Such costs could affect the Company’s financial condition.

We are subject to an ongoing lawsuit related to a commercial lease, and an adverse outcome could negatively impact our
financial position.

On March 27, 2025, Watt Headquarters Limited Partnership filed a civil lawsuit (Case No. 255MCV01579) in the Superior
Court of California, County of Los Angeles, against Novica United Inc. and Roberto Milk, our Chief Executive Officer. The
complaint alleges that the Company breached a commercial lease agreement by vacating the premises prior to the lease’s
expiration and seeks approximately $17,782.57 in unpaid rent. We believe that we lawfully terminated the lease and that the
claims lack merit. Mr. Milk has filed a demurrer contesting his inclusion as a defendant. While we intend to vigorously
defend this matter, litigation is inherently unpredictable. An unfavorable judgment or extended litigation could result in
financial obligations or reputational harm, which could adversely affect our business, financial condition, and results of
operations.

Dilution of Your Investment Through Future [ssuances and Anti-Dilution Adjustments.

Your ownership percentage in the Company will be diluted if the Company issues additional equity securities, whether in
future financing rounds, pursuant to employee stock options, through conversion of convertible securities, or otherwise.
The Certificate of Incorporation authorizes the issuance of additional shares of Common Stock and Preferred Stock, and the
Company will likely need to raise additional capital in the future to fund operations and growth. Future equity issuances will
reduce your percentage ownership, and if such issuances occur at valuations lower than the price you pay for Series A-4
Preferred Stock, the economic value of vour investment may decline even though vou will hold the same number of shares.
Unlike certain senior series of Preferred Stock (Series 1, H, G, F, E, and C), which have broad-based weighted-average anti-
dilution protections that adjust their conversion prices downward in the event of below-price issuances, Series A-4
Preferred Stock does not have anti-dilution protection. This means that if the Company issues securities at a lower price,
senior series will automatically receive additional Common Stock upon conversion, further increasing their relative
ownership and claim on Company assets, while your Series A-4 investment will be diluted. Additionally, holders of Series C,
E, F, G, H, and | Preferred Stock have preemptive rights allowing them to purchase their pro rata share of new offerings to
maintain their ownership percentages. Series A-4 holders do not have such rights and therefore face greater dilution risk in



future financings. The Company has also reserved shares for issuance under its employee stock option plans, and grants of
stock options to employees and service providers will further dilute yvour ownership. Dilution may be substantial and may
occur multiple times as the Company pursues its business plan and growth strategy.

Subordination of Series A-4 Liquidation Preference Creates Significant Risk of Receiving No Return in a Sale or Liquidation.
The Series A-4 Preferred Stock ranks junior only to the Series | Preferred Stock and ranks pari passu with the Series A-2 and
Series A-3 Preferred Stock with respect to liguidation preferences and distributions upon any liquidation, dissolution,
winding up, or deemed liquidation event of the Company. The Series A-4 Preferred Stock ranks senior to all other series of
Preferred Stock and to the Common Stock in such events. Currently, as of February 17, 2026, a total of $8,626,803 in
liguidation preferences must be paid before payment to the Series A-4 holders. A deemed liquidation event includes any
merger, consolidation, or sale of substantially all of the Company’'s assets in which the Company's stockholders do not
retain majority voting control of the surviving entity. In any such event, holders of the senior Preferred Stock series are
entitled to receive their respective liquidation preferences (equal to the stated value per share plus declared but unpaid
dividends) before Series A-4 holders receive any distribution.

Concentrated Control and Protective Provisions Limit Your Influence Over Corporate Governance,

The Stockholders’ Agreement concentrates significant control over the Company's operations and strategic decisions in the
hands of certain Preferred stockholder groups. These groups have approval rights over major corporate actions including
amendments to the Company's Certificate of Incorporation or bylaws, issuance of new securities, changes to the Board
composition, indebtedness exceeding specified thresholds, mergers or sales of the Company, and other fundamental
matters. Series A-4 holders do not have separate protective provisions and therefore cannot block actions that may be
adverse to their interests if approved by the controlling stockholder groups. Additionally, the Board of Directors is
composed of five directors designated by specific stockholder groups (including Series C via Scripps Ventures, Common
stockholders and the holders of call capital stock voting together as a single class), and Series A-4 holders do not have rights
to designate any directors. As a result, Series A-4 investors will have minimal ability to influence the Company's direction,
and the Company’s controlling stockholders may pursue strategies or transactions that they perceive to be in their best
interests even if such strategies or transactions are detrimental to Series A-4 holders or create conflicts of interest between
different classes of stock. Because the Stockholders’ Agreement also includes drag-along provisions requiring all
stockholders (including Series A-4 holders) to participate in sales approved by Requisite Stockholders (holders of a majority
on a fully diluted basis plus the Series [ Key Holders), you may be forced to sell your shares in a transaction you would not
otherwise support. You will have no practical ability to prevent such forced sales or to negotiate different terms.

Down-Round Financings May Trigger Anti-Dilution Adjustments Favoring Senior Investors at Your Expense.

If the Company issues equity securities in the future at a price per share (on a converted-to-Common-5Stock basis) below the
then-applicable conversion prices of outstanding Preferred Stock, the conversion prices of the senior series (Series I, H, G,
F, E, and C) will be adjusted downward pursuant to broad-based weighted-average anti-dilution provisions, effectively
increasing the number of Common Stock shares into which those Preferred shares convert. Series A-4 Preferred Stock does
not have anti-dilution protection, so its conversion price will remain fixed, and Series A-4 holders will not receive any
offsetting benefit from such down-round adjustments. This means that in any future financing at a lower valuation, senior
Preferred holders will own a larger portion of the Company relative to Series A-4 and Common Stockholders, amplifying
their economic preference and control. While anti-dilution adjustments protect senior investors, they magnify the dilution
impact on unprotected series like Series A-4. The Company may need to raise capital on unfavorable terms, particularly if it
experiences financial distress, operational challenges, or adverse market conditions. Down-round financings are common
for early-stage companies and often result in severe dilution to existing investors. Moreover, future investors may negotiate
even stronger rights, preferences, and protections than those held by existing senior series, further subordinating the Series
A-4 investment.

Divergent Interests Among Classes of Stock May Result in Actions That Disadvantage Series A-4 Holders.

The Series A-4 Preferred Stock ranks junior only to the Series | Preferred Stock and ranks pari passu with the Series A-2 and
Series A-3 Preferred Stock with respect to liquidation preferences and distributions upon any liquidation, dissolution,
winding up, or deemed liguidation event of the Company. Series [ Preferred Stock is entitled to cumulative dividends at a
rate of eight percent (8%) per annum of its Stated Value per share, which accrue whether or not declared by the Board of
Directors. Accrued and unpaid dividends increase the ageregate liquidation preference payable to Series | prior to any
distributions to Series A-4 holders. In addition, the Company has multiple classes of Preferred Stock with differing
liquidation preferences, dividend rights, and conversion features. As a result, the interests of holders of other classes of
Preferred Stock or Common Stock may not align with the interests of Series A-4 holders in connection with financings,
mergers, sales of the Company, or other liquidity events. In certain lower-valuation exit scenarios, available proceeds may
first be applied to satisfy senior liqguidation preferences before any amounts are distributed to Series A-4 holders, which
could reduce or eliminate the recovery to Series A-4 investors.

Lack of Preemptive Rights Increases Your Dilution Risk in Future Financings.

The Stockholders’ Agreement grants preemptive rights to holders of Series C, E, F, G, H, and [ Preferred Stock, allowing
them to purchase their pro rata share of new securities offerings to maintain their ownership percentages. Series A-4
holders do not have preemptive rights and therefore cannot participate in future financings on a preferential basis. When
the Company raises additional capital, Series A-4 holders will be diluted unless they are able to negotiate participation
rights separately with the Company, which is not guaranteed. In contrast, holders of the senior Preferred series with



preemptive rights can avoid dilution by exercising their rights, thereby maintaining their percentage ownership and control.
The absence of preemptive rights for Series A-4 means that your ownership percentage will decline in every future
financing, and you will bear the economic impact of dilution without any contractual right to prevent it. This disparity in
rights between Series A-4 and the senior Preferred series further subordinates the Series A-4 investment and increases the
risk that vour stake in the Company will be diminished over time.



Ownership and Capital Structure; Rights of the Securities

Ownership
The following table sets forth information regarding beneficial ownership of the company’s holders of 20% or more of any
class of voting securities as of the date of this Offering Statement filing.

Stockholder Name[Number of Securities Owned Type of Security Owned|Percentage
Roberto Milk 4. 630,000 Common Stock

Roberto Milk 30,800 Series B Preferred

Roberto Milk 16,980 Series E Preferred 13.2%
Roberto Milk 114,286 Series [ Preferred

The Company's Securities

The Company has authorized Common Stock, Series A Preferred, Series A-2 Preferred, Series A-3 Preferred, Series A-4
Preferred, Series B Preferred, Series C Preferred, Series E Preferred, Series F Preferred, Series G Preferred, Series H Preferred,
and Series | Preferred. As part of the Regulation Crowdfunding raise, the Company will be offering up to 1,250,000 of Series
A-4 Preferred.

Common Stock
The amount of security authorized is 47,000,000 with a total of 14,880,728 outstanding.
Voting Rights

Each share of Common Stock entitles the holder to one vote per share on all matters submitted to a vote of stockholders,
voting together with the voting Preferred Stock as a single class on an as converted basis. Subject to the Stockholders’
Agreement, Holders holders of a majority of the outstanding Common Stock, voting as a separate class, have the right to
designate up to two (2) directors to the Board.

Material Rights
Distribution rights & preferences:

Subordinate to all Preferred Stock with respect to dividends and liquidation. Participates pro rata only after preferred
preferences are satisfied.

Liquidation rights & preferences:
Receives remaining assets after all preferred preferences are paid.
Dividend rights:

Dividends on shares of Common Stock may be declared and paid only when, as, and if declared by the Board of Directors out
of funds legally available therefor, and only after payment in full of any dividends required to be paid on the outstanding
Preferred Stock under the Certificate of Incorporation, including any accrued and unpaid dividends on all series of Preferred
Stock entitled to cumulative dividends

The total amount outstanding includes 415,853 shares to be issued pursuant to outstanding warrants and 7,148,800 shares
to be issued pursuant to stock options issued.

Series A Preferred
The amount of security authorized is 3,654,000 with a total of 3,654,000 outstanding.
Voting Rights

Each share of Series A Preferred Stock votes together with the Commeon Stock and all other voting series of Preferred Stock
as a single class on an as converted basis. Each share carries the number of votes equal to the number of shares of Common
Stock into which it is convertible. Fractional votes are not permitted and are rounded to the nearest whole number.

Material Rights
Liquidation rights and preferences:

Upon any liquidation, dissolution, or winding up of the Company (a "Liquidation Event™), after payment in full of the
liguidation preferences of the Series | Preferred Stock, the Series A-2, Series A-3, Series A-4, Series H, Series G, Series F,
Series C, and Series E Preferred Stock, each share of Series A Preferred Stock shall be entitled to receive, prior to any
distribution to the holders of Common Stock, an amount equal to $8.21 per share, plus any declared but unpaid dividends.



As a result of historical stock splits, each share of Series A Preferred Stock currently converts into 100 shares of Common
Stock (based on a $0.0821 conversion price), such that the $8.21 liquidation preference is economically equivalent to

$0.0821 per underlying common share on an as-converted basis. The Series A Preferred Stock ranks pari passu with the
Series B Preferred Stock and senior to the Common Stock.

Dividend rights:

Subject to the automatic conversion provisions set forth below, dividends on shares of Series A Preferred Stock shall be

non-cumulative and shall be payable only when, as, and if declared by the Board of Directors, out of funds legally available
therefor.

Conversion Rights:

Each share of Series A Preferred Stock is convertible into shares of Common Stock on the terms, ratios, and conditions
applicable to the Series A Preferred Stock as set forth in the Company’s Amended and Restated Certificate of Incorporation,
including optional and automatic conversion provisions.

Currently, each share of Series A preferred will convert into 100 common shares.
Series A-2 Preferred

The amount of security authorized is 2,609,836 with a total of 995,080 outstanding.
Voting Rights

Each share of Series A-2 Preferred Stock votes together with the Common Stock and all other series of voting Preferred
Stock as a single class on an as converted basis.

Material Rights
Liquidation rights and preferences:

Upon a Liquidation Event, after payment in full of the Series I Preferred Stock liguidation preference, the Series A-2
Preferred Stock, the Series A-3 Preferred Stock, and the Series A-4 Preferred Stock shall share ratably in the next tier of
liguidation proceeds. Each share of Series A-2 Preferred Stock is entitled to receive $1.83 per share, plus any accrued but
unpaid dividends, before any distribution is made to junior securities. The Series A-2 Preferred Stock ranks pari passu with
the Series A-3 Preferred Stock and the Series A-4 Preferred 5tock.

Dividend Rights:

Subject to the automatic conversion provisions set forth below, dividends on shares of Series A-2 Preferred Stock shall be
non-cumulative and shall be payable only when, as, and if declared by the Board of Directors, out of funds legally available
therefor.

Conversion Rights:

Each share of Series A-2 Preferred Stock is convertible into shares of Common Stock on the terms, ratios, and conditions
applicable to the Series A-2 Preferred Stock as set forth in the Company’s Amended and Restated Certificate of
Incorporation, including optional and automatic conversion provisions.

Series A-3 Preferred
The amount of security authorized is 2,882,513 with a total of 1,926,230 outstanding.
Voting Rights

Each share of Series A-3 Preferred Stock entitles the holder to one vote per share on an as converted basis, voting together
with the Common Stock and all other series of voting Preferred Stock as a single class.

Material Rights
Liquidation rights and preferences:

Upon a Ligquidation Event, after payment in full of the Series I Preferred Stock liguidation preference, the Series A-2
Preferred Stock, the Series A-3 Preferred Stock, and the Series A-4 Preferred Stock shall share ratably in the next tier of
liquidation proceeds. Each share of Series A-3 Preferred Stock is entitled to receive (i) $9.15 per share (five times its $1.83
Stated Value) if the ageregate consideration payable to the Company or its stockholders in connection with the Liquidation
Event equals or exceeds 3140 million, or (ii) $1.83 per share if such consideration is less than $140 million, in each case plus
any accrued but unpaid dividends. The Series A-3 Preferred Stock ranks pari passu with the Series A-2 Preferred Stock and
the Series A-4 Preferred Stock.



Dividend rights:

Subject to the automatic conversion provisions set forth below, dividends on shares of Series A-3 Preferred Stock shall be
non-cumulative and shall be payable only when, as, and if declared by the Board of Directors, out of funds legally available
therefor.

Conversion Rights:

Each share of Series A-3 Preferred Stock is convertible into shares of Commeon Stock on the terms, ratios, and conditions
applicable to the Series A-3 Preferred Stock as set forth in the Company’s Amended and Restated Certificate of
Incorporation, including optional and automatic conversion provisions

Registration Rights:

Pursuant to the Registration Rights Agreement, the Series A-3 holders have demand and piggyback registration rights with
respect to Common Stock issuable upon conversion of their shares.

Series A-4 Preferred
The amount of security authorized is 1,250,000 with a total of 0 outstanding.
Voting Rights

Except as required by law or otherwise set forth in the Certificate of Incorporation, the Series A-4 Preferred Stock has no
voting rights.

Material Rights

As a condition to investing, investors will be required to join the Company's Third Amended and Restated Stockholders’
Agreement, attached to the Form C as Exhibit F.

Liguidation rights and preferences:

Upon a Liquidation Event, after pavment in full of the Series I Preferred Stock liquidation preference, the Series A-2
Preferred Stock, the Series A-3 Preferred Stock, and the Series A-4 Preferred Stock shall share ratably in the next tier of
liguidation proceeds. Each share of Series A-4 Preferred Stock is entitled to receive (i) $10.20 per share (five times its $2.04
Stated Value) if the aggregate consideration payable to the Company or its stockholders in connection with the Liquidation
Event equals or exceeds $160 million, or (ii) $2.04 per share if such consideration is less than $160 million, in each case plus
any accrued but unpaid dividends. The Series A-4 Preferred Stock ranks pari passu with the Series A-2 Preferred Stock and
the Series A-3 Preferred Stock.

Dividend rights:

Subject to the automatic conversion provisions set forth below, dividends on shares of Series A-4 Preferred Stock shall be
non-cumulative and shall be payable only when, as, and if declared by the Board of Directors, out of funds legally available
therefor

Conversion Rights:

Each share of Series A-4 Preferred Stock is convertible into shares of Common Stock on the terms, ratios, and conditions
applicable to the Series A-4 Preferred Stock as set forth in the Company’s Amended and Restated Certificate of
Incorporation, including optional and automatic conversion provisions.

For further information on the rights associated with these securities, see the Company's Amended and Restated Certificate
of Incorporation attached to the Offering Memorandum as Exhibit F.

Series B Preferred
The amount of security authorized is 8,843 with a total of 8,843 outstanding.
Voting Rights

Each share of Series B Preferred Stock entitles the holder to one vote per share on an as converted basis, voting together
with the Common Stock and all other series of voting Preferred Stock as a single class.

Material Rights
Liquidation rights and preferences:

Upon a Liquidation Event, after payment in full of the liquidation preferences of the Series I Preferred Stock, the Series A-2
Preferred Stock, the Series A-3 Preferred Stock, the Series A-4 Preferred Stock, the Series H Preferred Stock, the Series G



Preferred Stock, the Series F Preferred Stock, the Series C Preferred Stock, and the Series E Preferred Stock, each share of
Series B Preferred Stock shall be entitled to receive $65.20 per share, plus any declared but unpaid dividends, prior to any
distribution to the holders of Common Stock. As a result of historical stock splits, each share of Series B Preferred Stock
currently converts into 100 shares of Common Stock (based on a $0.6520 conversion price), such that the $65.20 liquidation
preference is economically equivalent to 20.6520 per underlying common share on an as-converted basis. The Series B
Preferred Stock ranks pari passu with the Series A Preferred Stock.

Dividend rights:

Subject to the automatic conversion provisions set forth below, dividends on shares of Series B Preferred Stock shall be non-
cumulative and shall be payvable only when, as, and if declared by the Board of Directors, out of funds legally available
therefor

Conversion Rights:

Each share of Series B Preferred Stock is convertible into shares of Common Stock on the terms, ratios, and conditions
applicable to the Series B Preferred Stock as set forth in the Company’s Amended and Restated Certificate of Incorporation,
including optional and automatic conversion provisions.

Currently, each share of Series B Preferred Stock converts into 100 shares of Common Stock.

Series C Preferred

The amount of security authorized is 3,311,412 with a total of 3,311,412 outstanding.
Voting Rights

Each share of Series C Preferred Stock entitles the holder to one vote per share on an as converted basis, voting together
with the Common Stock and all other series of voting Preferred Stock as a single class. In addition, holders of a majority of
the outstanding Series C Preferred Stock have the right to vote separately as a class on matters affecting the rights of the
Series C Preferred Stock. Holders of a majority of the Series C Preferred Stock also have the right to designate one director
to the Board of Directors.

Material Rights
Liquidation rights and preferences:

Upon a Liguidation Event, after payment in full of the liquidation preferences of the Series I Preferred Stock, the Series A-2
Preferred Stock, the Series A-3 Preferred Stock, the Series A-4 Preferred Stock, the Series H Preferred Stock, the Series G
Preferred Stock, and the Series F Preferred Stock, each share of Series C Preferred Stock shall be entitled to receive $1.75 per
share, plus all accrued but unpaid dividends, prior to any distribution to the holders of Series A Preferred Stock, Series B
Preferred Stock, or Common Stock. The Series C Preferred Stock ranks pari passu with the Series E Preferred Stock.

Dividend rights:

Dividends on shares of Series C Preferred Stock shall accrue on a cumulative basis at a rate of 8% per annum on the $1.75
stated value per share, and shall accrue whether or not declared by the Board of Directors. Such dividends shall be payable
when, as, and if declared by the Board of Directors or upon a Liquidation Event in accordance with the Company’'s Amended
and Restated Certificate of Incorporation.

Conversion Rights:

Each share of Series C Preferred Stock is convertible into shares of Common Stock on the terms, ratios, and conditions
applicable to the Series C Preferred Stock as set forth in the Company’'s Amended and Restated Certificate of Incorporation,
including optional and automatic conversion provisions.

Currently, each share of Series C Preferred Stock converts into approximately 1.24 shares of Common Stock.
Preemptive Rights:

Holders of Series C Preferred Stock have contractual preemptive rights under the Stockholders’ Agreement to participate in
future issuances of New Securities on a pro rata basis in proportion to their as converted ownership of the Company's
Common Stock.

Registration Rights:

Pursuant to the Registration Rights Agreement, the Series C holders have demand and piggvback registration rights with
respect to Common Stock issuahle upon conversion of their shares.

Series E Preferred



The amount of security authorized is 1,695,192 with a total of 1,695,192 outstanding.
Voting Rights

Each share of Series E Preferred Stock entitles the holder to one vote per share on an as converted basis, voting together
with the Common Stock and all other series of voting Preferred Stock as a single class. In addition to these general voting
rights, holders of a majority of the outstanding Series E Preferred Stock have the right to vote separately as a class on

matters affecting the rights of the Series E Preferred Stock.
Material Rights
Liquidation rights and preferences:

Upon a Liquidation Event, after payment in full of the liquidation preferences of the Series I Preferred Stock, the Series A-2
Preferred Stock, the Series A-3 Preferred Stock, the Series A-4 Preferred Stock, the Series H Preferred Stock, the Series G
Preferred Stock, and the Series F Preferred Stock, each share of Series E Preferred Stock shall be entitled to receive $1.85 per
share, plus all accrued but unpaid dividends, prior to any distribution to the holders of Series A Preferred Stock, Series B
Preferred Stock, or Common Stock. The Series E Preferred Stock ranks pari passu with the Series C Preferred Stock.

Dividend rights:

Dividends on shares of Series E Preferred Stock shall accrue on a cumulative basis at a rate of 8% per annum on the $1.85
stated value per share, and shall accrue whether or not declared by the Board of Directors. Such dividends shall be payable

when, as, and if declared by the Board of Directors or upon a Liquidation Event in accordance with the Company’'s Amended
and Restated Certificate of Incorporation.

Conversion Rights:

Each share of Series E Preferred Stock is convertible into shares of Common Stock on the terms, ratios, and conditions
applicable to the Series E Preferred Stock as set forth in the Company’'s Amended and Restated Certificate of Incorporation,
including optional and automatic conversion provisions.

Currently, each share of Series E Preferred Stock converts into approximately 1.26 shares of Common Stock.
Preemptive Rights:

Holders of Series E Preferred Stock have contractual preemptive rights under the Stockholders’ Agreement to participate in
future issuances of New Securities on a pro rata basis in proportion to their as converted ownership of the Company's
Common Stock.

Registration Rights:

Pursuant to the Registration Rights Agreement, the Series E holders have demand and piggyback registration rights with
respect to Common Stock issuable upon conversion of their shares,

Protective Provisions:

Most major corporate actions require the consent of the Preferred Majority Interest (holders of a majority of all Preferred
Stock on an as-converted basis). Series E holders vote separately only on amendments that would adversely affect the rights
or preferences of that specific series.

Series F Preferred
The amount of security authorized is 905,797 with a total of 905,797 outstanding.
Voting Rights

Each share of Series F Preferred Stock entitles the holder to one vote per share on an as converted basis, voting together
with the Common Stock and all other series of voting Preferred Stock as a single class.

Material Rights
Liquidation rights and preferences:

Upon a Liquidation Event, after payvment in full of the liquidation preferences of the Series | Preferred Stock, the Series A-2
Preferred Stock, the Series A-3 Preferred Stock, the Series A-4 Preferred Stock, the Series H Preferred Stock, and the Series G
Preferred Stock, each share of Series F Preferred Stock shall be entitled to receive $0.69 per share, plus all accrued but
unpaid dividends, prior to any distribution to junior securities.

Dividend rights:



Dividends on shares of Series F Preferred Stock shall accrue on a cumulative basis at a rate of 8% per annum on the $0.69
stated value per share, and shall accrue whether or not declared by the Board of Directors. Such dividends shall be payable
when, as, and if declared by the Board of Directors or upon a Liquidation Event in accordance with the Company's Amended
and Restated Certificate of Incorporation.

Conversion Rights:

Each share of Series F Preferred Stock is convertible into shares of Common Stock on the terms, ratios, and conditions

applicable to the Series F Preferred Stock as set forth in the Company’s Amended and Restated Certificate of Incorporation,
including optional and automatic conversion provisions.

Currently, each share of Series F Preferred Stock converts into approximately 1.05 shares of Common Stock.
Registration Rights:

Pursuant to the Registration Rights Agreement, the Series F holders have demand and piggyback registration rights with
respect to Common Stock issuable upon conversion of their shares,

Preemptive Rights:

Holders of Series F Preferred Stock have contractual preemptive rights under the Stockholders’ Agreement to participate in
future issuances of New Securities on a pro rata basis in proportion to their as converted ownership of the Company's
Common Stock. These rights permit Series F holders to maintain their percentage ownership in the Company.

Series G Preferred
The amount of security authorized is 2,250,000 with a total of 2,250,000 outstanding.
Voting Rights

Each share of Series G Preferred Stock entitles the holder to one vote per share on an as converted basis, voting together
with the Common Stock and all other series of voting Preferred Stock as a single class. Series G holders must approve
certain fundamental corporate actions as set forth in the Certificate of Incorporation, such as changes to the charter, capital
structure, or board composition.

Material Rights
Liguidation rights and preferences:

Upon a Liquidation Event, after payvment in full of the liquidation preferences of the Series 1 Preferred Stock and the Series
A-2, Series A-3, and Series A-4 Preferred Stock, each share of Series G Preferred Stock shall be entitled to receive $0.80 per
share (two times its $0.40 Stated Value), plus all accrued but unpaid dividends, prior to any distribution to junior securities.
The Series G Preferred Stock ranks pari passu with the Series H Preferred Stock.

Dividend rights:

Dividends on shares of Series G Preterred Stock shall accrue on a cumulative basis at a rate of 8% per annum on the $0.40
stated value per share, and shall accrue whether or not declared by the Board of Directors. Such dividends shall be payable
when, as, and if declared by the Board of Directors or upon a Liquidation Event in accordance with the Company's Amended
and Restated Certificate of Incorporation.

Conversion Rights:

Each share of Series G Preferred Stock is convertible into shares of Common Stock on the terms, ratios, and conditions
applicable to the Series G Preferred Stock as set forth in the Company’s Amended and Restated Certificate of Incorporation,
including optional and automatic conversion provisions.

Redemption Rights:

Series G Preferred Stock may be redeemed at the option of the holders under certain circumstances as specified in the
Certificate of Incorporation.

Preemptive Rights:

Holders of Series G Preferred Stock have contractual preemptive rights under the Stockholders” Agreement to participate in
future issuances of New Securities on a pro rata basis in proportion to their as converted ownership of the Company's
Common Stock. These rights permit Series G holders to maintain their percentage ownership in the Company.

Registration Rights:

Pursuant to the Registration Rights Agreement, the Series G holders have demand and piggyback registration rights with



respect to Common Stock issuable upon conversion of their shares,
Other Rights:

Under the Stockholders® Agreement, Series G holders have co-sale rights and rights of first refusal in connection with
certain transfers by other stockholders bound by the Stockholder’s Agreement,

Series H Preferred
The amount of security authorized is 100,000 with a total of 100,000 outstanding.
Voting Rights

Fach share of Series H Preferred Stock entitles the holder to one vote per share on an as converted basis, voting together
with the Common Stock and all other series of voting Preferred Stock as a single class. The Series H Preferred Stock includes
protective provisions that require its separate approval for certain key corporate matters as set forth in the Certificate of
[ncorporation.

Material Rights
Liquidation rights and preferences:

Upon a Liguidation Event, after payment in full of the liquidation preferences of the Series [ Preferred Stock and the Series
A-2, Series A-3, and Series A-4 Preferred Stock, each share of Series H Preferred Stock shall be entitled to receive $1.50 per
share {one and one-half times its $1.00 Stated Value), plus all accrued but unpaid dividends, prior to any distribution to
junior securities. The Series H Preferred Stock ranks pari passu with the Series G Preferred Stock.

Dividend rights:

Dividends on shares of Series H Preferred Stock shall accrue on a cumulative basis at a rate of 8% per annum on the $1.00
stated value per share, and shall accrue whether or not declared by the Board of Directors. Such dividends shall be payvable
when, as, and if declared by the Board of Directors or upon a Liguidation Event in accordance with the Company's Amended
and Restated Certificate of Incorporation.

Conversion Rights:

Each share of Series H Preferred Stock is convertible into shares of Common Stock on the terms, ratios, and conditions
applicable to the Series H Preferred Stock as set forth in the Company's Amended and Restated Certificate of Incorporation,
including optional and automatic conversion provisions.

Redemption Rights:

series H Preferred Stock may be redeemed at the option of the holders under certain circumstances as specified in the
Certificate of Incorporation.

Registration Rights:

Pursuant to the Registration Rights Agreement, the Series H holders have demand and piggyback registration rights with
respect to Common Stock issuable upon conversion of their shares.

Preemptive Rights:

Holders of Series H Preferred Stock have contractual preemptive rights under the Stockholders’ Agreement to participate in
future issuances of New Securities on a pro rata basis in proportion to their as converted ownership of the Company's
Common Stock. These rights permit Series H holders to maintain their percentage ownership in the Company.

Series [ Preferred
The amount of security authorized is 4,485,714 with a total of 4,485,714 outstanding.
Voting Rights

Each share of Series | Preferred Stock entitles the holder to one vote per share on an as converted basis, voting together
with the Common Stock and all other series of voting Preferred Stock as a single class. In addition to these general voting
rights, holders of a majority of the outstanding Series | Preferred Stock have the right to vote separately as a class on
matters affecting the rights of the Series | Preferred Stock.

Material Rights

Liquidation rights and preferences:



Upon any Liquidation Event, each share of Series [ Preferred Stock shall be entitled to receive, prior to any distribution to
any other class or series of capital stock of the Company, an amount equal to $1.00 per share, plus all accrued and unpaid
dividends thereon, subject to adjustment pursuant to the Adjusted Base Series | Distribution Amount, which applies when
the ageregate consideration payable in connection with a Liquidation Event equals or exceeds $74,000,000 and is less than
$90,000,000.

In the event that the ageregate consideration payable in connection with a Liguidation Event equals or exceeds $90,000,000,
each share of Series | Preferred Stock shall be entitled to receive the greater of (i) the Adjusted Base Series | Distribution
Amount or (ii) the amount such share would receive on an as-converted basis.

Dividend rights:

Dividends on shares of Series I Preferred Stock shall accrue on a cumulative basis at a rate of 8% per annum, compounded
quarterly, on the $1.00 stated value per share, and shall be payable when, as, and if declared by the Board of Directors or
upon a Liguidation Event in accordance with the Company’s Amended and Restated Certificate of Incorporation.

Conversion Rights:

Each share of Series I Preferred Stock is convertible into shares of Commeon Stock on the terms, ratios, and conditions set
forth in the Company’s Amended and Restated Certificate of Incorporation. In connection with a Liquidation Event in which
the ageregate consideration payable equals or exceeds 90,000,000 (the "Distribution Ceiling”), each share of Series [
Preferred Stock shall be entitled to receive the greater of (i) its applicable liquidation preference (as adjusted pursuant to
the Adjusted Base Series | Distribution Amount) or (ii) the amount such share would receive on an as-converted basis, in
each case as determined in accordance with the Certificate of Incorporation.

Preemptive Rights:

Holders of Series I Preferred Stock have contractual preemptive rights under the Stockholders’ Agreement to participate in
future issuances of New Securities on a pro rata basis in proportion to their as converted ownership of the Company's
Common Stock. These rights permit Series [ holders to maintain their percentage ownership in the Company.

Registration Rights:

Pursuant to the Registration Rights Agreement, the Series I holders have demand and pigeyback registration rights with
respect to Common Stock issuable upon conversion of their shares.

Other Rights:

Under the Stockholders’ Agreement, Series | holders have co-sale rights and rights of first refusal in connection with certain
transfers by other stockholders bound by the Stockholder’s Agreement.

What it means to be a minority holder

As a minority holder of Series A-4 Convertible Preferred Stock of the Company, you will have limited rights in regard to the
corporate actions of the Company, including additional issuances of securities, company repurchases of securities, a sale of
the Company or its significant assets, or company transactions with related parties. Further, investors in this offering may
have rights less than those of other investors and will have limited influence on the corporate actions of the Company.

Dilution

Investors should understand the potential for dilution. The investor's stake in a company could be diluted due to the
Company issuing additional shares. In other words, when the Company issues more shares, the percentage of the Company
that vou own will go down, even though the value of the Company may go up. You will own a smaller piece of a larger
company. This increase in the number of shares outstanding could result from a stock offering (such as an initial public
offering, another crowdfunding round, a venture capital round, or angel investment), employees exercising stock options, or
by conversion of certain instruments {e.g. convertible bonds, preferred shares or warrants) into stock. If the Company
decides to issue more shares, an investor could experience value dilution, with each share being worth less than before, and
control dilution, with the total percentage an investor owns being less than before. There may also be earnings dilution,
with a reduction in the amount earned per share (though this typically occurs only if the Company offers dividends, and
most early-stage companies are unlikely to offer dividends, preferring to invest any earnings into the Company).

Transferability of securities

For a year, the securities can only be resold:
# Inan PO,

¢ Tothe company;



& Toan accredited investor; and

= Toa member of the family of the purchaser or the equivalent, to a trust controlled by the purchaser, to a trust created
for the benefit of a member of the family of the purchaser or the equivalent, or in connection with the death or divorce
of the purchaser or other similar circumstance.

Recent Offerings of Securities

We have made the following issuances of securities within the last three years:

o Name: Series A-2 Preferred Stock
Type of security sold: Equity
Final amount sold: $1,820,996.40
Number of Securities Sold: 995,080
Use of proceeds: Handmade.com platform and feature expansion, DTC growth and marketing, Artisan onboarding and
global brand partnerships
Date: December 28, 2023
Offering exemption relied upon: Section 4a)2)

¢ Name: Series A-3 Preferred Stock
Type of security sold: Equity
Final amount sold: $3,525,000.90
Number of Securities Sold: 1,926,230
Use of proceeds: Handmade.com platform and feature expansion, DTC growth and marketing, Artisan onboarding and
global brand partnerships
Date: August 28, 2025
Offering exemption relied upon: Section 4(a)(2)

Financial Condition and Results of Operations

Financial Condition

You should read the following discussion and analysis of our financial condition and results of our operations together with
our financial statements and related notes appearing at the end of this Offering Memorandum. This discussion contains
forward-looking statements reflecting our current expectations that involve risks and uncertainties. Actual results and the
timing of events may differ materially from those contained in these forward-looking statements due to a number of factors,
including those discussed in the section entitled "Risk Factors™ and elsewhere in this Offering Memorandum.

Results of Operations

Circumstances which led to the performance of financial statements:
Revenue
Revenue for fiscal vear 2024 was $22,516,473, compared to $25,486,777 in fiscal year 2023,

This decrease of approximately 12% was primarily due to lower sales across third-party channels, in addition to subscription
box sales, which fell from $1.1 million in 2023 to $0.6 million in 2024. The decline also reflects the Company's strategic
focus on Handmade.com development and infrastructure, including building systems, tools, and integrations necessary for
the platform’s full launch. This deliberate shift in resources temporarily reduced emphasis on near-term sales while, in
management’s view, positioning the Company for potential scalable growth in future periods.

Cost of Sales
Cost of Sales for fiscal year 2024 was $10,738,227, compared to $12,141,641 in fiscal year 2023.

A decrease of approximately 12%, consistent with the lower sales volume. Material costs decreased from $8.2 million to £7.0
million, and freight and packaging costs declined due to reduced shipment activity and improved fulfillment-center
efficiency. The reduction also reflects continued cost-control measures and improved supply-chain management.

References to efficiency and cost-control reflect management’s statements.
ross Margin
Gross margin for fiscal year 2024 was $11,778,246, compared to $13,345,136 in fiscal vear 2023,

The gross-profit margin remained relatively consistent at approximately 52% for both periods, reflecting stable pricing,



sourcing discipline, and fulfillment efficiency.

Expenses

Expenses for fiscal yvear 2024 were $14,358,702, compared to $16,062,963 in fiscal year 2023.

A reduction of approximately 11%. Sales and marketing expenses decreased from $10.9 million to $9.8 million, primarily
due to lower advertising, catalog, and promotional expenditures as the Company rebalanced spending toward product- and
technology-development initiatives. General and administrative expenses decreased from $4.2 million to $4.0 million,
reflecting ongoing cost-containment efforts. Depreciation and amortization expense declined from $1.0 million to 0.6
million, largely due to the Company’s extension of the estimated useful life of internal-use software from three years to five
years, effective January 1, 2024. The overall decrease in operating expenses partially offset the effect of the revenue decline,
resulting in a loss from operations of $2.6 million in 2024, compared to $2.7 million in 2023,

Other Income (Expense)

Other income, net, was $0.36 million in 2024 compared to $0.61 million in 2023. The change primarily reflects lower grant
income recognized during 2024, and higher interest expense. Grant income totaled approximately $0.5 million in 2024
compared to $0.7 million in 2023, driven by milestone timing under international development agreements.

Net Loss

Net loss was $2.2 million for the year ended December 31, 2024, compared to $2.1 million for the year ended December 31,
2023, primarily due to reduced grant income and lower revenues, partially offset by cost reductions in operating expenses.

Historical results and cash flows:

The Company is currently in the growth stage of its operations and is revenue-generating. Management believes that
historical cash flows are not fully indicative of the revenue and cash flows expected in future periods, primarily because
2024 included a transitionary phase focused on the development of Handmade.com, the Company’'s next-generation self-
service marketplace. During 2024, a significant portion of management and technology resources was directed toward
building core systems, seller-onboarding tools, and infrastructure to support the upcoming full commercial launch of
Handmade.com. This strategic investment temporarily reduced short-term revenue growth and increased expenditures
related to software development and platform integration.

Historically, the Company's cash inflows have been derived primarily from product sales and subscription revenue,
supplemented by equity financing and government grants. During 2024, the Company recognized approximately 0.5
million in grant income from development programs administered by USAID and the International Trade Centre (ITC).

The Company's near-term objective is to achieve positive operating cash flow through a combination of renewed marketing
investment, the expansion of Handmade.com as a scalable marketplace, and continued operational efficiencies across
global fulfillment hubs. Management believes that as Handmade.com transitions from its development phase into full
commercial operations, future cash flows will increasingly reflect the Company’'s platform model, which carries a lower cost
structure.

Because 2024 reflects a period of technology investment and organizational repositioning, management does not consider
the Company’s historical cash flows to be fully representative of its expected future financial performance. The launch and
scaling of Handmade.com are expected to result in higher revenue diversification, improved working-capital efficiency, and
enhanced operating leverage in subsequent years.

Forward looking statements in this subsection reflect management’s views and involve uncertainties; actual results may
differ and no assurance can be given that objectives will be achieved.

Liquidity and Capital Resources

What capital resources are currently available to the Company? (Cash on hand, existing lines of credit, shareholder loans,
etc...)

As of December 31, 2025, the Company had capital resources of approximately $2.1 million in cash and cash equivalents and
did not maintain any revolving credit facilities or term loans. Ligquidity requirements during the period were funded
primarily through operating cash flows and preferred-stock financings.

Between December 2023 and December 2025, the Company raised an aggregate of approximately $5.35 million in gross
proceeds through the sale of Series A-2 and Series A-3 Preferred Stock, representing 2,921,310 shares. The Series A-2
financing raised approximately $1.82 million through the sale of 995,080 shares and was completed in four tranches
between December 28, 2023 and October 7, 2025. The Series A-3 financing raised approximately $3.53 million through the
sale of 1,926,230 shares and was completed in two tranches on August 28, 2025 and December 30, 2025. The financings were
conducted as private placements pursuant to Section 4(a)2) of the Securities Act of 1933, Proceeds from these offerings
have been used to support the continued development and expansion of the Handmade.com platform, direct-to-consumer



growth and marketing initiatives, artisan onboarding, global brand partnerships, and general working capital.

In February 2026, the Company entered into a secured working capital loan agreement with CapSpark LLC for $1,330,000.
The loan matures on February 19, 2027, with a total repayment amount of $1,649,200.08 if paid over the full term. The
agreement includes a discounted prepayment schedule permitting repayment at fixed amounts ranging from $1,356,600 to
£1,489,600 if repaid within the first 180 days. The loan is secured by a first-priority lien on substantially all Company assets
and restricts the incurrence of additional secured working capital debt without lender consent. Proceeds are being used for
general corporate purposes, including partially financing NOVICA & National Geographic catalog inventory and printing.

Management believes that the Company’s current cash balances, together with expected receipts from remaining investor
commitments, operating cash flows, and proceeds from the 2025 preferred-stock financing and subsequent loan facility, will
be sufficient to fund operations and planned growth initiatives for at least the next twelve months. The Company may
pursue additional equity or credit financing to accelerate the rollout and scaling of Handmade.com and related marketplace
operations.

Forward looking statements in this subsection reflect management’s views and involve uncertainties; actual results may
differ and no assurance can be given that objectives will be achieved.

How do the funds of this campaign factor into vour financial resources? (Are these funds critical to your company
operations? Or do you have other funds or capital resources available?)

We believe the funds of this campaign are not critical to our company operations. We have other funds and capital resources
available in addition to the funds from this Regulation Crowdfunding campaign.

Are the funds from this campaign necessary to the viability of the company? (Of the total funds that your company has, how
much of that will be made up of funds raised from the crowdfunding campaign?)

We believe the funds from this campaign are not necessary to the viability of the Company. Of the total funds that our
Company has, approximately 15-20% will be made up of funds raised from the crowdfunding campaign, if it raises its
maximum funding goal.

How long will you be able to operate the company if you raise your minimum? What expenses is this estimate based on?

If the Company raises the minimum funding goal of $19,999.08, we anticipate that, together with the Company’s existing
equity capital and cash resources, the Company will have sufficient funds to continue operations and planned growth
initiatives for the foreseeable future. This estimate is based on an average annualized burn rate of approximately $500,000
per vear (or about $40,000 per month), which includes expenses related to core salaries and contractor support, technology
development and hosting, and marketing and catalog operations. At this funding level, management believes the Company
will be able to sustain operations for the foreseeable future under its current cost structure while maintaining flexibility to
expand marketing and technology investments as revenues increase,

How long will you be able to operate the company if you raise your maximum funding goal?

If the Company raises the maximum funding goal of $2,550,000.00, we anticipate that the Company will have sufficient
capital to continue operations and execute its planned growth initiatives going forward, This estimate is based on a
projected average monthly burn rate of approximately $40,000, which includes expenses related to core salaries and
contractor support, technology development and hosting, and marketing and catalog operations. At this level of funding,
management believes the Company will have adequate liquidity to maintain operations and pursue strategic investments in
marketing and technology expansion as revenues increase.

Are there any additional future sources of capital available to vour company? (Required capital contributions, lines of credit,
contemplated future capital raises, etc...)

Currently, the Company has contemplated additional future sources of capital to support the continued growth and scaling
of its Handmade.com platform. These may include additional equity financings, strategic partnerships, or credit facilities as
opportunities arise. The Company is presently conducting a Regulation Crowdfunding (Reg CF) offering through
StartEngine, with a maximum funding goal of $2,550,000, and may consider subsequent equity rounds or strategic
investments to accelerate platform development and global expansion.

The Company does not currently maintain any lines of credit, and there are no required capital contributions from existing
shareholders. However, management continues to evaluate opportunities for long-term capital partnerships and strategic
financing arrangements that align with the Company's mission and growth objectives.



Forward-looking statements in this subsection reflect management's views and involve uncertainties; actual results may
differ and no assurance can be given that objectives will be achieved.

Indebtedness

« Creditor: CapSpark LLC
Amount Owed: $1,330,000.00
Interest Rate: 0.0%
Maturity Date: February 19, 2027
Total repayment of $1,649,200.08 over 12 months; discounted payoff amounts ranging from $1,356,600 to $1,489,600
if repaid within the first 180 days (1.02x-1.12x of principal). Secured by a first-priority blanket lien on substantially all
Company assets. Restricts additional secured working capital debt without lender consent.

e Creditor: U.S. Small Business Administration (EIDL)
Amount Owed: $150,000.00
Interest Rate: 3.75%
Maturity Date: June 01, 2050
Standard SBA security interest on all tangible and intangible personal property; monthly $731 installment schedule;
no conversion or equity features.

o Creditor: Kiva
Amount Owed: $285,042.00
Interest Rate: 0.0%
Non-interest-bearing, short-term obligations representing microcredit funds provided to artisans through the
NOVICA platform in partnership with Kiva; amounts fluctuate based on artisan lending activity and have no
conversion or equity features.

» Creditor: Globeln seller note
Amount Owed: $480,000.00
Interest Rate: 0.0%
Maturity Date: December 31, 2041
The note bears no interest and does not have a stated maturity date. Repayment is contingent upon specified
triggering events, including revenue-based payment mechanisms and potential liquidity events such as an IPO or
change in control. Based on the structure of the agreement, repayment is expected to occur within an estimated 15-
vear horizon. The maximum contractual amount payable under the note is up to $3,500,000, subject to the
achievement of revenue targets. The amount owed of $450,000 reflects the fair value carrying amount as of December
31, 2024. The note does not include any conversion rights or equity participation features.

Related Party Transactions

Valuation

Pre-Money Valuation: $74,184,157.52
Valuation Details:
This pre-money valuation was calculated internally by the Company without the use of any formal third-party evaluation.

The pre-money valuation has been calculated on a fully diluted, as-converted basis. In making this calculation, we have
assumed: (i) all preferred stock is converted to common stock; and (i) all outstanding options, warrants, and other
securities with a right to acquire shares are exercised. Any shares reserved for issuance under a stock plan have not been
assumed to have issued.

Use of Proceeds

[f we raise the Target Offering Amount of $19,998.12 we plan to use these proceeds as follows:

# StartEngine Platform Fees
7.5%

& StartEngine Service Fees
75.0%
Fees for certain creative design, legal, marketing, technical, and administrative support services provided by



StartEngine, of which the final amount may vary.

= Working Capital and Platform Development
17.5%

To fund ongoing operations, marketing, and technology development related to Handmade.com, including maker
onboarding and general business expenses.

If we raise the over allotment amount of $2,550,000.00, we plan to use these proceeds as follows:

& StartEngine Platform Fees
7.5%

¢ Technology Development and Platform Expansion (R&D)
25.0%
We will use these funds to continue building and enhancing the Handmade.com platform, including Al-driven
onboarding tools, marketplace features, and backend integrations to support global scalability.

& NMarketing and Customer Acquisition
20.0%

Funds will be used for direct-to-consumer marketing campaigns, social media growth initiatives, and content
partnerships to drive tratfic and seller onboarding to Handmade.com.

« Company Employment and Key Personnel
15.0%
We will use a portion of the proceeds to hire and retain essential personnel in technology, marketing, and customer-
experience roles, ensuring operational continuity and support for marketplace expansion.

* Working Capital and General Operations
28.0%
These funds will cover ongoing operating expenses, including logistics support for global fulfillment hubs, catalog
production, professional services, and other day-to-day corporate needs.

e StartEngine Reg CF Campaign Marketing
4.5%
We will allocate these funds to promote the crowdfunding campaign itself, including digital marketing, video
production, and investor outreach.

The Company may change the intended use of proceeds if our officers believe it is in the best interests of the company.

Regulatory Information

Disqualification

No disqualifying event has been recorded in respect to the company or its officers or directors.
Compliance Failure

The company has not previously failed to comply with the requirements of Regulation Crowdfunding.
Ongoing Reporting

The Company will file a report electronically with the SEC annually and post the report on its website no later than April 30
(120 days after Fiscal Year End). Once posted, the annual report may be found on the Company’s website at
https://handmade.com/ (https:/handmade.com//investors).

The Company must continue to comply with the ongoing reporting requirements until:
(1) it is required to file reports under Section 13(a) or Section 15(d) of the Exchange Act;

(2) it has filed at least one (1) annual report pursuant to Regulation Crowdfunding and has fewer than three hundred (300)
holders of record and has total assets that do not exceed $10,000,000;

(3) it has filed at least three (3) annual reports pursuant to Regulation Crowdfunding;

(4) it or another party repurchases all of the securities issued in reliance on Section 4{a)(6) of the Securities Act, including
any payment in full of debt securities or any complete redemption of redeemable securities; or

(5) it liquidates or dissolves its business in accordance with state law.



Updates

Updates on the status of this Offering may be found at: www.startengine.com/novica

Investing Process

See Exhibit E to the Offering Statement of which this Offering Memorandum forms a part.
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artesian
CPA, LLC

To the Board of Directors of
Novica Unired, Inc.
Playa Del Rey, California
INDEPENDENT AUDITOR’S REPORT

Opinion

We have audited the accompanying consolidated financial statements of Novica United, Inc. and subsidiaries (the
“Company””) which comprise the consolidated balance sheets as of December 31, 2024 and 2023 and the related
consolidated statements of operations, changes in stockholders’ equity and redeemable preferred stock, and cash
flows for the vears then ended, and the related notes to the consolidated financial statements,

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of the Company as of December 31, 2024 and 2023 and the results of its
consolidated operations and cash flows for the for the vears then ended, in accordance with accounting principles
generally accepted in the United States of America,

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
{GAAS). Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are required to be independent of the
Company and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating
to our audits, We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presenration of the consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America and for the design,
implementation and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error. In
preparing the consolidated financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a
going concern within one year after the date that the consolidated financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to frand or error and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance bur is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a
material misstatement when it exists, The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are considered material

Artesian CPA, LL.C
1312 17th Street, 8462 | Denver, CO 80202
p: 8779683330 £ 72006340005

infoi ArtesianCPA com | woarw ArtesianCPAcom



if there is a substandal likelihood that, individually or in the aggregare, they would intfluence the judgment made by
a reasonable user based on the consolidared financial starements,

In performing an audit in accordance with generally accepted auditing standards, we:

* Exercise professional judgment and maintain professional skepticism throughout the audit.

* ldentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated
financial statements.

¢  Obtain an understanding of internal conrrol relevant to the audit in order to design audit procedures that
are appropriate in the citcumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control. Accordingly, no such opinion is expressed.

e  Ewvaluare the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the consolidated financial
statcrments.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Company’s ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and uming of the audit, significant audit findings and certain internal control related matters that we
identified during the audit.,

Mecwa (R LLC

Artesian CPA, LL.C
Denver, Colorado
August 27, 2025
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NOVICA UNITED, INC.

CONSOLIDATED BALANCE SHEETS

As of December 31, 2024 and 2023

2024 2023
ASSETS
Current Assets:
Cash and csh equivalents 2,896,871 2.646,424
Aomunts receivable, net 354177 616,488
Cryrant recoivable, net 114,582 73,2609
VAT reaeivable, net 339 849 i, 0E
Inventory 2,668,690 3,302,023
Prepaid expenses and other asrrent assets 357,536 02 850
Tortal current assets G, 731,705 o0 157
MNon-Current Asscrs:
Property and equipment, net 455,925 466,828
Intemal-use software, net 1874517 1,355, 4%
Goodwill, net 455,239 514,942
Operating lease nght-of-use asser 39512 TRIM3
Cither assets 0, 479 T3,817
Total non-ourrent assets 3,376,672 3,194, ()
TOTAL ASSETS 10,108,377 10,803,256
LIABILITIES AND STOCKHOLDERS" EQUITY
Currens Liabilities:
Aanunts payable 2,771,160 2,168,
Accrued expenses and other aserent liabilives 2856, 546 5,058, 300
Dieferred revenue I, 454 177 086G
Loan payable - aarrent portion 293 814 150,650
Operating lease hability - cument portion 172955 220,299
Total current habilites 6,184,929 AT 4527
MNon-Current Liabilities:
Loan payable, net of current portion 141,228 141,228
Mote prlg.';ﬂﬂ:: 480,000 B0, 00
Operating lease liability, net of aurrent porton 353,746 HTE.623
Total non-oarrent liabilities 074,974 1,199 851
Tortal habilities 7,159 903 6,974,378

See Independent Auditor’s Report and accompanying notes, which are an integral

part of these consolidated financial statements.

_3_



NOVICA UNITED, INC.

CONSOLIDATED BALANCE SHEETS (CONTINUED)
As of December 31, 2024 and 2023

Stodcholders” Equity:
Redeemable Convertible Preferred Stodk:

Series | redeemable mnvertible preterred stodk, 30001 par value; redemprion value of
314,834,350 and $14,127 150, liguidation preference of $14.834 350 and 314,127,150
as of Deember 31, 2024 and 2023, both respeaively; 8,840,000 shares authonzed,
issued and outstanding as of both December 31, 2024 and 2023

Series H redeemable convertible preterred stods, S0 par value; redemption value of
174,911 and $166,911 and liguidation preference of 3224211 and $216,911, as of
December 31, 2024 and 2023, all respeaively; 100,006 shares authonzed, 1ssued and
outstanding as of both Deaember 31, 2024 and 2023

Series G redeemable convertible preterred stods, 80001 par value; redemption value of
32,526,550 and $2,454,550 and hquidation preference of $3,426,549 and 33,354,550 as
of December 31, 2024 and 2023, all respedively; 2,250,000 shares authorized, 2,240 999
shares issued and outstanding as of both Decernber 31, 2024 and 2023

Sertes C redeemable conventible preferred stodk, $0.001 par value; redemprion value of
317,708,144 and $17,244,546, liquidation preferenee of $17,708,144 and 317,244,544
as of Deamber 31, 2024 and 2023, all respedively; 3,311,412 shares authorized,
issued and outstanding as of both December 31, 2024 and 2023

Toral redeem able convertible preferred stodk

Convertible Preferred Stodk and Common Stodk:

Series A-2 convertible preferred stodk, 80,001 par value; 2,609 836 shares authonzed,
1,294,534 and 373,767 shares issued and outstanding, liquidation preference of
32,368,997 and 51,049,994 a5 of December 31, 2024 and 2023, all respedively

Series F oonventible preferred svodk, 30,001 par value; 905,797 shares authorized, issued
and outstanding, iquidation preference of 51,785,451 as of both December 31, 2024
and 2023

Sertes E aonvertible preferred stods, S0.001 par value; 1,695,192 and 1,695,192 shares
anthonzed, 1ssued and ourstanding, liquidaton preference of 39,390,370 and
39,130,481 as of Deember 31, 2024 and 2023, all respeatively

Series B aonvertible preferred stodk, S0.001 par value; 8,843 shares authorized, issued
and outstanding, liguidation preference of $576,5064 as of both December 31, 2024
and 2023

Series A aonvertible preferred stods, S0.001 par value;, 36,540 shares authorized, issued
and outstanding, liquidation preference of $299,%93 as of both December 31, 2024
and 2023

Common stod, 30001 par value;, 45,000,000 shares authodzed, 7,316,075 shares issued
and outstanding as of both Deember 31, 2024 and 2023

Total convertible preferred stodk and common stodk
Additional pad-in capital

Acumulated defiar
Toral stodcholders equity

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

2024

2023

§  BE40,000

$  BS40,000

75,085 75,0085

B 444 R4, 444
5,704,979 5,794,979
13,514,508 15,514,508
2,369,004 1,049,997
8O0 GILEELT
3,130,087 3,136,087
577442 577,442
300,000 000,000
6,467 6,467

G, 00T 000 RO7T7.00%
5,954,158 5,936,308
(25,517,192 (23,299.931)
2048 474 3 828 878

g 10,108,377

*

¥ I[},E[]E-ilﬁ-ﬁ

See Independent Auditor’s Report and accompanying notes, which are an integral

part of these consolidated financial statements.
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NOVICA UNITED, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
For the years ended December 31, 2024 and 2023

Years ended December 31,

2024 2023
MNer produa sales 8 21884249 3 24,401,384
Net subsaiption box sales 632,224 1,085,393
Total net revenue 22510473 25 480,777
Cost of net revenue (10,738,227 (12,141,641
Crmss pml:ir 11,778 246 13,345,136
Orperating Expenses:
CGreneral and administrative 3,956,511 4 164,702
Sales and marketing Q757,373 10,877,494
Depreqation and amortization 44,818 1,020,767
Total operating expenses 14,358,702 16,062,963
Loss from operations (2,580,456) (2,717,827
Crher Income/ (Expensc):
Interest expense (134,523) (15,941
Grant inoome 504 361 (08,985
Orther income (expense) - net i1,643) 37,732
Total other inoome/ {ex pense) 363,195 G10.775
Loss before income tax (2,217,261 i2,10°7,052)
Provision for iname tax - 2151

Mer loss

s EEIEFEEME 3 fEliHiEI}Fﬁ

See Independent Auditor’s Report and accompanying notes, which are an integral
part of these consolidated financial statements.
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NOVICA UNITED, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY AND REDEEMABLE PREFERRED STOCK
For the years ended December 31, 2024 and 2023

LSeries | Redeemable Serics H Redecmable Series G Bedeermable
Convertible Prefesred Convertible Prefesred Convertible Prefesred Setles © Bedeemalble Series A-2 Convertible Sgries F Convertible
Sk Bk Bk Convertible Preferred Siock Preferred Sosck Preferred Stock
Mumbsee MNumber Mumnbet Munbet MNumbser Mumbser
of Shares A rmaonnt of Shares Armaonnt aof Shares Armaount of Shares Amiouani of Shares Amauni of Shares A meonnt
Bralanoe at Decem ber 31, 2022 BE40O00 5 B R4 o 5 75085 22490999 5 A0d44 342 50 57T - 5 - G05,7THT 5 GOE HD
Conversion of SAFE hiability in exdhange

o Seres A-2 prcferred seode and
WArTAnCs - - - - - - - - YO HAS TR -

[smuan: of Senes A-2 preferred stoadk

and wairants - - - - - - - - 165 952 Z0r L7 -
{Iitfen N s - - . . . - - - - . -
Stock-basel cmpensation expose - - - - - - - - - - -

‘{-:_'r liss - E - - - - - - - - -

Balance at Decem ber 31, 2023 H BN B AL TR THHD Ta, k=5 L b LY HI 244 R e S, 74 T STATAT 1 Lidie BT S, TYT LELSRE L
[ssuance of Senes A-2 preferred stodk
and warrants in cxchange for ash - - - - - - - - 491 8505 L LERLLE -
[ssuana of Senes A-2 preferred stodk
i exchange for mvenon - - - - - - - - 109 280 15k Gr} -
[ssuana: of Senes A-2 preferred soodk
i exchangre for serviees - - - - - - - - 119673 2149005 -
Chffering costs - - - - - - - - - - -
Stodk-based mvm pensation expense

Mt boss - - - - - - - - - - -

Balasae ot Devem ber 51, 2024 BEA0000 5 B B40000 loooon 8 75085 2249990 5 Ho4,44 33011412 0§ 57007 1294554 8§ 2309004 05,707 R RN

See Independent Auditor’s Report and accompanying notes, which are an integral
part of these consolidated financial statements.
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NOVICA UNITED, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY AND REDEEMABLE PREFERRED STOCK
For the years ended December 31, 2024 and 2023

Balana: at Dreoember 51, 2022

Conversion of SAFE I|;|I'||I|r!.' I |._*'\-:|:Z'1.'|r||_'-|_'

tor Serics A-2 |1'n'.'|'|.'rn.'|.| stogk and
WATAnts
[ssuanee of 3erics A-2 preferred stodk
and warranis
l'?'l'l'l.'liﬂ.L: GRE s
Stode-based mmpensation expense
Mt loss

Balangs ar Drogember 31, 2023

[ssuamee of Series A-2 preferred stock
and warrants in exchangs for ash

[ssuames of Serics A-2 proferred stodk
in exchange for inventon

lssianar of Serics A-2 |1:l.'|-\'.'rr|.1:| spock
in exchanpe for senes

CHTering ot

Stode-based avmpensation expense

et loss

Balanee ar Deoember 31, 2024

Serics E Convertible Serles B Convertible Serles A Convertible
Preferred Stack Preferred Sock Preferred Siock Commuon Stock Total
MNumber Mumber Mumbser Mumbser Acddiniomnal Accumul aved Stockholders'
of Shares Agnouat of Shares Amount of Shares Aot of Shares Adnacaak Paid-In Cil-pil-ll Dheficit quli-i'rl-'
L5 192 % 3156 087 RBE43 5 57742 3,540 8 Moo T3l 075§ LT & 5972817 5 (21190728 & 4,024 593
s - = TREb NN
B - - 206 9T
- - (43,043 (43,943
- T3 7434
- - (2,108,203 (2,109 203
1,695,192 3 136,087 HE4G 577,442 36, 5400 RILEEEN T TAIGOTS i 4067 59306, 308 (23,299,931} A RIHATH
- - Db
- - - I )
- - 218N
- - (51,227 (51,227}
B . N N U 7T
- - (2,217,261 (2217 2615
695,192 § 3136,087 BE4F & ATT442 36,540 5 MN000 TIGOTE &8 6467 8 5954158 § (25517193 & 2,548,474

See Independent Auditor’s Report and accompanying notes, which are an integral

part of these consolidated financial statements.



NOIVCA UNITED, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2024 and 2023

2024 2023

Cash Flows from (‘Jperatiﬁg Activities

MNet loss 3 (2217261 8§ (2,100,203
Adjustments to reconale net loss to net ash provided by

{used in) operating activities:

Depreaation and amortization G4 B18 1,020,767
Amortization of operating aght-of-use assets 211,991 198,832
Services recetved for Seres A-2 preferred srodk 219,005 -
Inventory received for Seres A-2 preferred stodk 199,499 -
Reserves for slow-moving inventory 10,000
Stodi-based com pensation 69,077 7,454
Loss (gain) on modifiation of lease contrac (12,603) 18,634
Giain on revaluation of notes payable - {50,000
Grain on reversal of acounts payable - (4,819
Amormization of debt-issuana mst - 1,622
Change in operating assets and liabilinies:
Derease (inaease) in:

Acunts recervahble 262,311 395911

Crrant income receivable (39,313 {30,508

VAT receivable 126,249 216,177

lnventory (33,333 569,728

Prepayments and other carrent assets 145,314 25,085

Oicher asscts 7,338 55,514

Inaease (deease) in:

Aomunts payable 603,064 (1,446,517

Acoued expenses and other carrent liabilites (201,850 245,102

Deterred revenue (86,632, (110.458)

Operating lease liabilities

Met cash ]'.IH'I-'I.'iI:IL"‘d |',:-1_.',."'|:I_1 s in) npr:mring activities

(208,107)

(194,495)

356,733

(1,181,194

See Independent Auditor’s Report and accompanying notes, which are an integral
part of these consolidated financial statements,
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NOIVCA UNITED, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2024 and 2023

Cash Flows from Investing Activities
Intern :il]}' c]uruh:—pr_‘d sovarare ELPIT:.'{”:-!LT{
Purchases of propetty and Equipm:r]r

Cash used in investing activities

Cash Flows from Financing Activities
Procceds from izsuance of shares of stodd, net of Issuanos oost
Diraws on line of cedir
Repayments on line of aedit
Proweds from factoring loans
REFH?TT]EF][’H an :E!C“Jri.l"l.ﬁ |1 FANS
Proceeds from KIVA loans
Repayments on KIVA loans
Proceeds from issuance of SAFE agreements
Repayment of long-term debt

Net cish provided by finandng activities

Met change in sk
Cash at beginning of year

r_'.'-l.!-i-l'l ar El"ll'.‘L i]-:l'-],'ﬂ-l.r

Supplemental Disclosure of Cash Flow Information:
Cash paid for interest

Cash paid for income taxes

Supplemental Disclosure of Mon-cash Financing Activities
Inventory received in exchange for issuanee of preferred stodk
Serviees received in exchange for issuana of preferred stodk

Conversion of SAFE |i:a'|ji|it}' tor shares of srodk

2024 2023
(981,161) (D08, T46)
(117 0700 (339,406)
{1,098,231) (1,248,152
848,776 256,054
1, 500,000
- (1,500,000
1,000,000 -
(1,000,000 :
153,738 & 502
(10,574) (93,845)
750,000
(124,999
091,940) 796,102
2500442 (1,633,244
2,646,429 4,279,673
§ 2896871 § 2646429
g 139523 § 94,320
3 - § 2,151
3 199999 %
3 219005 §
3 - % 750,000

See Independent Auditor’s Report and accompanying notes, which are an integral
part of these consolidated financial statements,
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NOVICA UNITED, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2024 AND 2023 AND FOR THE YEARS THEN ENDED

NOTE 1: NATURE OF OPERATIONS

Novica United, Inc. (a Delaware corporation formed in 1998) and subsidiaries (the “Company™)
operates a global marketplace for handmade products, connecting artisans directly with consumers
through its e-commerce platforms. The Company is headquartered in the United States of America
(LULSTT). A list of subsidiaries included in the accompanying consolidated financial statements are

indicated in Note 2 to the consolidated financial statements and has fulfillment locations in Brazil, Peru,
Mexico, Thailand, Indonesia, India, Guatemala, Ghana, and the United Kingdom (“UK™).

The Company’s key product categories include jewelry, home décor, textiles, fashion accessories, and
art, all crafted using traditional techniques by artisans from regions such as Latin America, Africa, and
Asia. Since the Company imports all of its goods, it is subject to risks associated with duties and tariffs
imposed by the U5, which could impact the Company’s operations.

On August 12, 2022, the Company entered into a purchase agreement to acquire certain tangible and
intangible assets and assume certain liabilittes from Globeln World, Inc., ("Globeln™) to expand its
operations into the sale of recurring subscription boxes consisting of Novica products.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accounting and reporting policies of the Company conform to generally accepted accounting
principles (“GAAP”) in the United States of America (“U.8.7) as promulgated by the Financial
Accounting Standard Board (“FASB™) Accounting Standard Codification (“ASC™). The Company

adopted the calendar vear as its basis of reporting,

Principles of Consolidation

The consolidated financial statements include the accounts of the tollowing etfectively wholly-owned
subsidiaries of Novica United, Inc, (“Novica™):

Name of Subsidiary Country Year of Formation
PT Novwica Indonesia 2009
Novica.com Ltd. Ghana (hana 20000)
Novinet {Thailand) Co. Led. * Thailand 2007
Novica Arts and Handicrafts (India) Ltd. India 2000
Movica 5 A, Guatemala 2010
WWWNOVICA.COM SAC Peru 2001
Novinet Commercio ¢ Servicos Ltda Brazil 1999
Noviea (UK) Lid, United Kingdom 2018
Mowviea GmbH Germany 2019
Nowvica Artisan Empowerment Hub LLC Armenia 2023

*This entity is controlled by the Company through proxy shareholders local to Thailand and

See accompanying Independent Auditor’s Report.
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NOVICA UNITED, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2024 AND 2023 AND FOR THE YEARS THEN ENDED

affiliated with the Company who hold the shares on the Company’s behalf, There are significant
risks associated with this structure. This entity has been included in these consolidated financial
statements as a wholly owned subsidiary based on the control exerted by the Company.

All significant intercompany accounts and transactions have been eliminated in consolidation.

[Ise of Estumates

The preparation of consolidated financial statements in conformity with GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the consolidated financial statements and
the reported amounts of revenues and expenses during the reporting periods. The Company bases its
estimates and assumptions on historical experience, known or expected trends and various other
assumptions that it believes to be reasonable. Actual results could differ from those estimates presented
within the consolidated financial statements. Significant estimates inherent in the preparation of the
accompanying consolidated financial statements include valuation of property and equipment, intangible
assets, right-of-use (ROU) asset, lease liability, deferred income tax assets, stock options, and reserves
for commitments and contingencies. Any adjustments applied to estimates are recognized in the period
in which such adjustments are determined.

Risks and Uncertainties

The Company's business and operations are sensitive to general business and economic conditions in
the United States and other countries that the Company operates in. A host of factors beyond the
Company's control could cause fluctuations in these conditions. Adverse conditions may include
recession, downturn or otherwise, local competition or changes in consumer taste. These adverse
conditions could affect the Company's financial condition and the results of its operations. The
Company is subject to customary risks and uncertainties including, but not limited to, the need for
protection of proprietary technology, dependence on key personnel, costs of services provided by third
parties and the need to obtain additional financing,

Cash and Cash Equivalents

The Company considers all highly liquid securities with an original maturity of less than three months
to be cash equivalents.

Accounts Receivable

Accounts receivables are carried at their estimated collectible amounts and are periodically evaluated for
collectability based on past credit history with customers and other factors. Provisions for losses on
accounts receivable are determined on the basis of loss experience, known and inherent risk in the
account balance and current economic conditions. Accounts receivables due from customers are
uncollateralized customer obligations due under normal trade terms requiring pavment within 30 days
from the invoice date. Accounts receivables are stated at the amount billed to the customer. As of
December 31, 2024 and 2023, the Company’s accounts receivable amounted to $354,717 and $616,488,
respectively. As of December 31, 2024 and 2023, the Company recorded an allowance for doubtful
accounts of 330,000,

See accompanving Independent Auditor’s Report.
panying P P
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NOVICA UNITED, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2024 AND 2023 AND FOR THE YEARS THEN ENDED

VAT Receivable

VAT Receivable consists of amounts refundable, originated from qualified purchases, from tax
authorities of Peru, Guatemala, India, Thailand and UK. Interest is not accrued on these balances, and
the gross amount is reduced by an allowance for unrecoverable VAT receivable that is estimated by the
management based on historical trends and applicable toreign government guidance. As of December
31, 2024 and 2023, the Company’s VAT receivable (net of allowance for unrecoverable VAT receivable)
amounted to $339,849 and $466,098, respectively. As of December 31, 2024 and 2023, the Company
recorded an allowance for unrecoverable VAT receivable to 30,000,

loventory

Inventory, consisting of finished goods, s carried at the lower of cost or market and accounted for using
the first-in, first-out method. The inventory balances were $2,668,690 and $3,302,023 as of December
31, 2024 and 2023, respectively. The Company evaluates its inventory for impairment and obsolescence
based on future demand, market condition sales history, changes in product demand, global and regional
economic conditions and historical experience. When the estimated inventory market value is less than
its carrying value, the carrving value is adjusted to market value and the resulting impairment is charged
to costs of net revenues in the consolidated statement of operations. Management recognized additional
reserve for inventory obsolescence amounting or 30 and $10,000 for the vears ended December 31,

2024 and 2023, respectively. Allowance tor inventory obsolescence amounted to $350,000 as ot both
December 31, 2024 and 2023,

F're_rmid Hxpenses and Other Current Assets

Prepayments include amounts paid in advance for services to be rendered to the Company. Prepayments
amounted to $261,842 and $349. 818 as of December 31, 2024 and 2023, respectively and consisted
primarily of insurance payments, regional expenses, and catalogs.

Other current assets include advances provided to registered artisans and will be deducted as part of the
payment to them for the costs of products. As of December 31, 2024 and 2023, advances provided to
registered artisans amounted to $95,694 and $153,032, respectively,

Internal-Use Software

Internal and external costs incurred for software developed or obtained for internal-use during the
preliminary project stage are expensed as they incurred. Internal and external costs incurred to develop
internal-use computer software during the application development stage are capitalized and amortized
using the straight-line basis over the estimarted life of the asset, which is three years for the yvear ended
December 31, 2023, Costs incurred in the post-implementation or operation stage are expensed as
incurred, Effective on January 1, 2024, the Company revised the estimated useful life of its internal-use-
software from three vears to five yvears. This change was made to align with industry standards and
repulatory changes. The change was applied prospectively, as required by GAAP. The change in
estimated useful life resulted in a decrease in annual amortization of capitalized costs as of December
31, 2023 of $418,691.

For the years ended December 31, 2024 and 2023, the Company capitalized software development costs
of §981,161 and $908,746, respectively, and recorded amortization of software development costs of

See accompanving Independent Auditor’s Report.
panying P P
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NOVICA UNITED, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2024 AND 2023 AND FOR THE YEARS THEN ENDED

$457,143 and $844,242, respectively. As of December 31, 2024 and 2023, software development costs
net of accumulated amortization amounted to $1,879,517 and §1,355,499, respectively.

As of December 31, 2024, amortization expense of these software development costs are expected to
be incurred as follows:

Year Amortization
2025 § 410,800

2026 563,751
2027 473,725
2028 308,643
2029 122,598

$ 1,879,517

Property and Equipment

Property and equipment are carried at cost less accumulated depreciation and amortization.
Depreciation and amortization is computed using the straight-line method based upon the estimated
useful lives of the assets or lease terms, if shorter, which are generally between three and five years.
Management reviews the recoverability of all long-lived assets, including the related useful lives,
whenever events or changes in circumstances indicate that the carrying amount of a long-lived asset
might not be recoverable. The residual values, useful lives and methods ot depreciation of property,
plant and equipment are reviewed at each financial year end and adjusted prospectively, it appropriate,

An item of property and equipment and any significant part initially recognized 1s derecognized upon
disposal (L.e., at the date the recipient obtains control) or when no future economic benefits are expected
from its use or disposal. Any gain or loss arsing on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is included in the
consolidated statements of operations when the asset 1s derecognized.

Impairment of Long-Lived Assets (Property and Equipment and Internal-Use Software)

Company management continually monitors events and changes in circumstances that could indicate
carrving amounts of long-lived assets may not be recoverable. When such events or changes in
circumstances are present, management assesses the recoverability of long-lived assets by determining
whether the carrying value of such assets will be recovered through undiscounted expected future cash
flows. If the total of the future cash flows is less than the carrying amount of those assets, management
recognizes an impairment loss based on the excess of the carrving amount over the fair value of the
Company’s long-lived assets. Assets to be disposed of are reported at the lower of the carrying amount
or the fair value less costs to sell. For the vears ended December 31, 2024 and 2023, the Company does
not have any impairment losses on long-lived assets.

Goodwill

Goodwill represents the excess of the purchase price over the estimated fair value of the tangible and
identifiable intangible assets acquired and liabilities assumed in business combinations. The Company
has elected to adopt the goodwill accounting alternative for private companies. The election allows a

See accompanving Independent Auditor’s Report.
panying P P
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NOVICA UNITED, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2024 AND 2023 AND FOR THE YEARS THEN ENDED

private company to make an accounting policy election to amortize goodwill acquired in a business
comhbination and to use a simplified one-step impairment test. Goodwill is amortized on a straight-line
basis over a ten-vear period. Goodwill is tested for impairment if an event occurs or circumstances
change that indicates that the fair value of the entity may be below its carrying amount. If a company
determines that there are no such events, no impairment test is required.

Events or circumstances which could trigger an impairment review include a significant adverse change
in legal tactors or in the business climarte, loss of key customers, an adverse action or assessment by a
regulator, unanticipated competition, a loss of key personnel, significant changes in the manner of the
Company's use of the acquired assets or the strategy for the Company's overall business, significant
negative industry or economic trends, significant underperformance relative to expected historical or
projected future results of operations. The Company has made an accounting policy election to test
goodwill for impairment at the reporting unit level.

When testing goodwill for impairment, the Company first performs a qualitative assessment. If the
Company determines it is more likely than not a reporting unit's fair value is less than the carrying value
of its assets, then a one-step impairment test is required. If the Company determines it is not more likely
than not a reporting unit's fair value is less than its carrying value, then no further analysis is necessary.
To identify whether a potential impairment exists, the Company compares the estimated fair value of
the reporting unit with its respective carryving value, including goodwill. If the estimated fair value of a
reporting unit exceeds its carrying value, goodwill is not considered to be impaired. If, however, the fair
value of a reporting unit is less than its carrying value, then such balance would be recorded as an
impairment loss. Any impairment loss 1s limited to the carrving amount of goodwill within the entity.

Goodwill was not tested for impairment for the vears ended December 31, 2024 and 2023, as there were
no events or circumstances that triggered an impairment review.,

Diebt Issuance Costs

Costs incurred in obtaining debt are capitalized as debt 1ssuance costs, which are presented as a direct
deduction from the related debt liability and amortized as interest expense using the straight-line method
over the term of respective debt.

Convertible Instruments

GGAAP requires companies to bifurcate conversion options from their host instruments and account for
them as tree-standing derivative financial instruments according to certain criteria. The criteria include
circumstances in which (a) the economic characteristics and risks of the embedded derivative instrument
are not clearly and closely related to the economic characteristics and risks of the host contract, (b) the
hybrid instrument that embodies both the embedded derivative instrument and the host contract is not
re-measured at fair value under otherwise applicable generally accepted accounting principles with
changes in fair value reported in earnings as they occur and (c) a separate instrument with the same
terms as the embedded derivative instrument would be considered a derivative instrument, An exception
tor this rule is when the host instrument is deemed to be conventional as that term is described under
applicable GAAP.

See accompanying Independent Auditor’s Report.
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When the Company has determined that the embedded conversion options should not be biturcated
trom their host instruments, the Company records, when necessary, discounts to convertible notes for
the intrinsic value of conversion options embedded in debt instruments based upon the differences
between the fair value of the underlying common stock at the commitment date of the note transaction
and the effective conversion price embedded in the note. Debt discounts under these arrangements are
amortized over the term of the related debt to their stated date of redemption. The Company also
records, when necessary, deemed dividends for the intrinsic value of conversion options embedded in
preferred shares based upon the differences berween the fair value of the underlying common stock at
the commitment date of the transaction and the effective conversion price embedded in the preferred
shares.

Fair Value of Financial Instruments

The Company’s financial instruments consist primarily of cash and cash equivalents, accounts
receivables, accounts pavable, accrued expenses and other current liabilities, operating lease liability, loan
payable and notes pavable.

FASB guidance specifies a hierarchy of valuation techniques based on whether the nputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data obtained
from independent sources, while unobservable inputs reflect market assumptions, The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level
1 measurement) and the lowest priority to unobservable inputs (Level 3 measurement). The three levels
of the fair value hierarchy are as follows:

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities that the
reporting entity has the ability to access at the measurement date. Level 1 primarily consists of
financial instruments whose value is based on quoted market prices such as exchange-traded
instruments and listed equities.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset
or hability, either directly or indirectly (e.g., quoted prices of similar assets or liabilities in active
markets, or quoted prices for identical or similar assets or liabilities in markets that are not active).

Level 3 - Unobservable inputs for the asset or liability. Financial instruments are considered Level
3 when their fair values are determined using pricing models, discounted cash flows or similar

techniques and at least one significant model assumption or input is unobservable,

As of December 31, 2024 and 2023, the carrying amounts of the Company’s financial assets and
liabilities reported in the consolidated balance sheets approximate their fair value.

Revenue Recng_mirirm

ASC Topic 606, * Revenwe from Contracts with Customers” establishes principles for reporting information
about the nature, amount, timing and uncertainty of revenue and cash flows arising from the entity’s
contracts to provide goods or services to customers. Revenues are recognized when control of the
promised goods or services are transferred to a customer, in an amount that reflects the consideration
that the Company expects to receive in exchange for those goods or services. The Company applies

See accompanying Independent Auditor’s Report.
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the following five steps in order to determine the appropriate amount of revenue to be recognized as it
fulfills its obligations under each of its agreements: 1) identify the contract with a customer; 2) identify
the performance obligations in the contract; 3) determine the transaction price; 4) allocate the
transaction price to performance obligations in the contract; and 5) recognize revenue as the
performance obligation is satisfied.

Product Sales - The Company's revenues are principally derived from the sale of products to online
consumers and retailers through traditional channels. Revenues are only recognized when the Company
transters control of the products to the customers, generally on shipment, Gross sales are reduced by
returns and discounts.

The Company recognizes revenues from gift certificates and store credits upon the earlier of
redemption, on the expiration date, or for gift certificates and store credits without an expiration date,
when the likelihood of redemption is remote, generally one year from date of issuance. As of December
31, 2024 and 2023, redeemable gift certificates amounted to $177,281 and $191,18(), respectively, and
are included in accrued expenses and other current liabilides. As of December 31, 2024 and 2023,
redeemable store credits amounted to $81,406 and 883,672, respectively, and are included in accrued
expenses and other current liabilities.

Revenues are presented net of allowance for sales returns and customer discounts. The Company
establishes allowance for sales returns based on actual and estimated future returns and discounts with
respect to current period revenue. As of December 31, 2024 and 2023, the allowance for sales returns
amounted to $175,000 and $235,458, respectively, and are included in accrued expenses and other
current liabilities. Coupons were provided to customers as part of the Company's promotional activity,
These were treated as reductions in gross sales. Below is the breakdown of the net product sales for the

vears ended December 31, 2024 and 2023:

2024 2023

Product Sales:

(ross sales § 23373993 0§ 25707346

Coupons (1,505,868) (1,245,707)

Sales returns (1,017,194 (1,124,414

Sales discount (19,557) (33,880)

Shipping revenue 1,052,875 1,098,039
Total net product sales § 21,884249 § 24.401,384

Subscription Box Sales - A\s a result of the Globeln acquisition, the Company generates revenue from
the sale of recurring subscription boxes consisting of Novica products. Subscription plans are otfered as
monthly, three-month, six-month or annual commitments, and subscription rates vary based on the type
of subscription plan selected by the customer. Subscription revenue is recognized at a point in time as
control is transferred to the customer upon delivery of each monthly box, which represents a single
performance obligation, in an amount that retlects the consideration the Company expects to be entitled
to. Customers can pay in advance for the three-month, six-month or annual commitments, and the
amount of cash collected from customers prior to delivery of products purchased, is presented as
deferred revenue in the accompanying consolidated balance sheets.

See accompanving Independent Auditor’s Report.
panying P P
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Net subscription box sales recognized for the vears ended December 31, 2024 and 2023 was $632,224
and §1,085,393, respectively.

Deferred revenue arising from subscription box sales amounted to 390,454 and $177,086 as of
December 31, 2024 and 2023, respectively, Deferred revenue of $177,086 as of December 31, 2023 was
recognized as revenue for the year ended December 31, 2024, Deferred revenue of $393,918 as of
December 31, 2022 was recognized as revenue for the vear ended December 31, 2023,

Substantially all the Company's revenue is recognized at a point in time. The Company follows ASC
606 practical expedients and expenses incremental costs, such as sales commissions. The Company
records those costs within sales and marketing expenses. Shipping and handling costs are treated as
fulfillment costs and are recorded within cost of net revenue.

Presentation of Sales Taxes

Certain states impose a sales tax on the Company's sales to nonexempt customers. The Company
collects sales tax from customers and remits the entire amount to the relevant tax authorities, The
Company's accounting policy 1s to exclude the tax collected and remitted to the relevant tax authorities
from revenues and cost of sales.

Cost of Net Revenue

Cost of net revenue includes material costs, associated freight and related packaging materials. Cost of
net revenue for the vears ended December 31, 2024 and 2023 amounted to:

2024 2023
Material costs $ 7048919 § 8,160,047
Freight and shipping 3,572,314 3,809.913
Packaging materials 116,994 171,681

§ 10738227 0§ 12,141,641

Sales and Marketing Expenses

Sales and marketing expenses include advertising costs, partner revenue adjustments, revenue share
commissions and other selling expenses and are recognized in the period in which the related activities
take place. Advertising expense amounted to approximately $3,907,009 and $4,392,584 for the years
ended December 31, 2024 and 2023, respectively. Internet advertising costs are incurred based on the
terms of the individual agreements, which i1s generally during the period customers are acquired or on the
number of clicks generated during a given period.

Sales to certain retailers deemed "partners” of the Company are recorded with a corresponding
commission based on the item sold. These partner commissions are paid to the partners to cover certain
costs of the partners relating to marketing, customer acquisition, website maintenance and
improvements, customer service, credit card fees, etc. and amounted to $1,233,572 and §1,464,363 for
the vears ended December 31, 2024 and 2023, respectively.

See accompanying Independent Auditor’s Report.
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Research and Development Costs

Research and development costs are expensed as incurred. Research and development costs are reported
in operating expenses in the consolidated statement of operations. For the years ended December 31,
2024 and 2023, research and development costs amounted to $310,710 and $454 325, respectively.

Stock-Based Compensation

The Company periodically issues stock options and warrants to emplovees and non-employees for
services. The fair value of stock options granted to employees as of the grant date i1s recognized over the
vesting period of the stock options. The Company accounts for stock-based compensation by measuring
emplovee services received in exchange for all stock options granted based on the fair value of the stock
options as of the grant date. The fair value of stock options granted to employees as of the grant
date, determined using the Black-Scholes option valuation model, is recognized as an expense on a
straight-line basis over the period during which an emplovee is required to provide service in exchange
for the award. Stock-based compensation for stock options and warrants issued to non-employees is
determined as the fair value of the consideration received or the fair value of equity instruments issued,
whichever i1s more reliably measured. The Company accounts for forfeitures as they occur.

Foreign Currency Transactions

Transactions denominated in foreign currencies are recorded at the rate of exchange in effect at the date
of the transactions. Monetary assets and liabilities denominated in foreign currencies are converted into
the UL.S. dollars at the rate of exchange in effect at the consolidated balance sheet date; the etfect of
changes in exchange rates is included in general and administrative in the accompanying consolidated
statements of operations. The effect of foreign currency exchange rates on the consolidated balance
sheet accounts was not material for the yvears ended December 31, 2024 and 2023,

Income Taxes

Income taxes are provided in accordance with ASC 740, Tncome Taxes. A deferred tax asset or liability is
recorded for all temporary differences between financial and tax reporting and net operating loss carry
forwards. Deferred tax expense (benefit) results from the net change during the yvear of deferred tax
assets and liabilities,

Deferred tax assets are reduced by a valuation allowance when, in the opinion of management, it is more
likely than not that some portion or all of the deferred tax assets will not be realized. Deferred tax assets
and liabilitics are adjusted for the effects of changes in tax laws and rates on the date of enactment.

The Company assesses its Income tax positions and records tax benefits for all yvears subject to
examination based upon its evaluation of the facts, circumstances and information available at the
reporting date. In accordance with ASC 740-10, for those tax positions where there is a greater than
50% likelihood that a tax benefit will be sustained, the Company’s policy is to record the largest amount
of tax benefit that is more likely than not to be realized upon ultimate settlement with a taxing authority
that has full knowledge of all relevant information. For those income tax positions where there is less
than 50% likelihood that a tax benefit will be sustained, no tax benefit will be recognized in the
consolidated financial statements. The Company has determined that there are no material uncertain
tax positions.

See accompanying Independent Auditor’s Report.
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The Company will recognize interest and penalties related to any uncertain tax positions through its
income tax expense. The Company files U.S. federal and California state income tax returns. The
Company’s tax returns for periods since inception remaln open to examination by the taxing
jurisdictions to which the Company 1s subject.

Leases

On January 1, 2022, the Company adopted ASC 842, [eases, as amended, which supersedes the lease
accounting guidance under Topic 840, and generally requires lessees to recognize operating and finance
lease liabilities and corresponding ROU assets on the balance sheet and to provide enhanced disclosures
surrounding the amount, timing and uncertainty of cash flows arising from lease arrangements. The
Company adopted the new guidance using a modified retrospective method. Under this method, the
Company elected to apply the new accounting standard only to the most recent period presented,
recognizing the cumulative effect of the accounting change, if any, as an adjustment to the beginning
balance of retained earnings. Accordingly, prior periods have not been recast to reflect the new
accounting standard. The cumulative effect of applying the provisions of ASC 842 had no material
impact on accumulated deficit.

The Company elected transitional practical expedients for existing leases which eliminated the
requirements to reassess existing lease classification, initial direct costs, and whether contracts contain
leases. Also, the Company elected to present the payments associated with short-term leases as an
expense in statements of operations, recognized on a straight-line basis. Short-term leases are leases
with a lease term of 12 months or less,

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities
include the net present value of the following lease pavments: (a) fixed payments (including in substance
fixed payments), less any lease incentives receivable, (b) variable lease payments that are based on an
index or a rate, (c) amounts expected to be payable by the lessee under residual value guarantees, (d)
the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and (g)
payments of penaltes for terminating the lease, it the lease term reflects the lessee exercising that
option. The lease payments are discounted using the interest rate implicit in the lease, if that rate can
be determined, or the Company™s incremental borrowing rate. ROU assets are measured at cost
comprising the following: (a) the amount of the initial measurement of lease liability, (b) any lease
payments made at or before the commencement date less any lease incentives received, and (c) any
mitial direct costs. At the commencement date, the date at which the leased asset 1s available for use
by the Company, leases are recognized by recording an ROU asset and a lease liability.

After the commencement date, for an operating lease, the lease liability 1s measured art the present value
of the lease payments not vet paid using the interest rate established at commencement date (unless the
rate has been updated after the commencement date) and the ROU asset 1s measured at the amount of
lease liability, adjusted for, unless the ROU asset has been previously impaired: a) prepaid or accrued
lease payments, b) the remaining balance of any lease incentives received, and (¢) unamortized nitial
direct costs. Generally, each lease pavment is allocated between the liability and finance cost. The
finance cost is charged to statements of operations over the lease period to produce a constant periodic
rate of interest on the remaining balance of the liability for each period.

Upon adoption of ASU 2016-02, the Company recognized lease liability in relation to a lease which was

See accompanying Independent Auditor’s Report.
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classified as operating lease under the principles of ASC 842, This liability was measured at the present
value of the remaining lease payments, discounted using the Company’s incremental borrowing rate as
of the lease execution date.

The impact of ASC 842 on the current year is discussed in Note 11 to the consolidated financial
statements,

Reclassifications of Prior Year Consolidated Financial Statements

Certain items in the prior year consolidated financial statements are reclassified to conform to the
current year presentation. As a result, certain line items in have been amended in the consolidated
balance sheet and consolidated statement of cash flows. The net effect of these reclassifications did not
have impact on the reported net loss of the Company for the vear ended December 31, 2023,

Recent Accounting Pronouncements

In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740): Improvements to
Income Tax Disclosures, which focuses on the rate reconciliation and income taxes paid. This ASU
requires disclosure, on an annual basis, a tabular rate reconciliation using both percentages and currency
amounts, broken out into specified categories with certain reconciling items further broken out by
nature and jurisdiction to the extent those items exceed a specified threshold. In addition, the ASU
requires disclosure of income taxes paid, net of refunds received disaggregated by federal, state/local,
and foreign and by jurisdiction 1f the amount is at least 5% of total income tax payments, net of refunds
received. The ASU is effective for public business entities for annual periods beginning after December
15, 2024 and effective for all other business entities one year later, Entities should adopt this guidance
on a prospective basis, though retrospective applications is permitted. The Company expects this ASU
to only impact the disclosures on the consolidated financial statements with no impacts on the financial
condition, results of operations and cash flows,

Management does not believe that any other recently issued, but not yet effective, accounting standards
could have a marterial etffect on the accompanying consolidated financial statements. As new accounting
pronouncements are issued, the Company will adopt those thar are applicable under the circumstances.

NOTE 3: CONCENTRATIONS

Cash

The Company maintains cash balances at a bank in the U.S. where amounts on deposit may
exceed $250,000 throughout the year. Accounts at the institution are insured by the Federal Deposit
Insurance Corporation up to 3250,000. The Company also maintains a cash balance at a bank in the
UK. Accounts at this bank are insured up to approximately $107,000 by the deposit insurance agency
of the UK. The Company has not experienced losses in such accounts and management believes it is
not exposed to any significant credit risk on cash.

The Company’s cash in excess of aforementioned insured limits or in uninsured money market accounts
amounted to $2,401,353 and $2,364,132 As of December 31, 2024 and 2023, respectively.

See accompanving Independent Auditor’s Report.
panying P P
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As of December 31, 2024 and 2023, the Company’s cash maintained in UK. accounts did not exceed
the limit set by the insurance agency of the UK.

Customers

For the years ended December 31, 2024 and 2023, approximately 16% and 20% of the Company's sales
were made to customers through two online retailers, respectively. Approximately 52% and 49% of the
Company's accounts receivable were due from these same online retailers, plus one other customer, as
of December 31, 2024 and 2023, respectively. Losing these online retailers could have an adverse effect
on the Company's operations.

Foreign Operations

As of December 31, 2024 and 2023, inventory located at fulfillment locations in Brazil, Peru, Mexico,
Thailand, Indonesia, India, Guatemala, Ghana and the UK. amounted to $1,368,225 and $1,643,972,
respectively. As of December 31, 2024 and 2023, cash balances at banks in Brazil, Pern, Mexico,
Thailand, Indonesia, India, Guatemala, Ghana, Germany and the UK. amounted to 5230,364 and
3258,557, respectively.

NOTE 4: BUSINESS COMBINATIONS

On August 12, 2022, the Company entered into a Purchase Agreement to acquire certain tangible and
intangible assets and assume certain liabilities from Globeln World, Inc., ("Globeln") to expand its
operations into the sale of recurring subscription boxes consisting of Novica products.

The Company paid total consideration of $810,000, comprised of $280,000 in cash, and $5330,000 of a
sellers note, which is payable upon satisfaction of certain revenue targets. Acquired net assers amounted
to $212,966, which comprised of $680,000 assets and $467,034 liabilities. Per the agreement, the amount
due to the seller in respect of the note is $3,500,000; however, this is subject to certain revenue targets,
and the Company is not obligated to repay this amount until such revenue targets are met, As a result,
$530,000 represents the fair value of the likely payour at the date of purchase date. The agreement also
includes earn-out amounts of up to $11,500,000, following both the repavment of the seller’s note and
the satistaction of certain revenue targets as defined in the agreement. These earn-outs were determined
to have a fair value of zero at the time of purchase, as well as at December 31, 2024 and 2023, as
management does not believe the required revenue targets will be achieved

The Company reviewed the fair value of the note and determined the fair value based on the
circumstances in place at such date and the terms of the note agreement was $480,000 as of December
31, 2024 and 2023,

The Company recognized gain on revaluation of notes payvable of $0 and §50,000 for the years ended
December 31, 2024 and 2023, respectively,

The Company allocated the purchase price to the acquired assets based upon estimates of their
respective fair values. The allocation was as follows:

See accompanying Independent Auditor’s Report.
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Deposits 3 50,000
Inventory (30,000
Accounts payable (97,034
Deferred Revenue (370,007
Goodwill 507034

5 510,000

Goodwill in the amount of $597,034 was recognized in the acquisition and is attributable to the workforce
and the potental profitability of the acquired business. Goodwill is being amortized over 10 years.

Amortization expense of goodwill recognized for both years ended December 31, 2024 and 2023
amounted $59.703. The net book value of goodwill as of December 31, 2024 and 2023 amounted to
$455,23Y and $514,942, respectively. The remaining useful life of goodwill as of December 31, 2024 1s
7.63 years, with future amounts of $59,703 annually over such period.

MNOTE 5: PROPERTY AND EQUIPMENT, INTERNAL-USE SOFTWARE

The Company's property and equipment consisted of the following as of December 31, 2024 and 2023:

2024 2023
Computers and software £ 681467 3 564,397
Office equipment, furnitures and fixtures 372,306 372,306
Leasehold improvements (5,643 65,643
Total 1,119.416 1,002,346
Accumulated depreciaton/amortization (663,491) (535,518)
Property and equipment, net § 455925 §F 400,828

Total depreciation and amortization expense related to property and equipment amounted to $127,972
and §116,822 for the years ended December 31, 2024 and 2023, respectively. Fully depreciated assets
with costs and corresponding accumulated depreciation amounting to $403,789 are still used in

operations as of December 31, 20024,

Internal-use software has capitalized costs of $6,661,321, presented net of accumulated amortization of
54,781,804 for a net carrying value of 31,879,517 as of December 31, 2024, Amortization of internal-
use software was $457,143 for the vear ended December 31, 2024,

NOTE 6: GRANT INCOME

On August 22, 2022, the Company was awarded a grant from the U.S. Agency for International
Development in connection with the onboarding of local artisans in the country of Armenia. Under this
agreement, Novica was awarded $977 681 payable according to milestones as defined in the agreement,
with an estimated completion date of August 21, 2026, The Company recognized $501,914 and
$333,716 of grant income, presented under other income in the consolidated statements of operations

See accompanying Independent Auditor’s Report.
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tor the vears ended December 31, 2024 and 2023, respectively, in accordance with the completion of
milestones set-out in the agreement. The Company expects the rest of the milestone to be completed
in 2025.

On August 3, 2022, the Company entered into a memorandum of understanding with the International
Trade Centre ("ITC") for a grant under project "Ready4Trade Central Asia" to implement the Compact
Artisan Empowerment Hub ("CAEH") and e-commerce store by providing professional seaff time; legal
and accounting costs; personnel costs of management, technical and admin statf; and office rent, otfice
furniture, telecommunications, materials and supplies and vehicle costs, The maximum amount to be
awarded to the Company is $395,269. All the activities required from the Company under this project
has been completed as of December 31, 2023, The Company recognized $0 and $335,269 of grant
income, presented under other income in the consolidated statements of operations for the vears ended
December 31, 2024 and 2023, respectively, in accordance with the completion of milestones set-out in
the agreement.

NOTE 7: LONG-TERM DEBT

Loans Pavable

In June 2020, the Company was granted a loan from the Peruvian Government, pursuant to a program
for small businesses in relation to Coronavirus reliet, of SOL 1,791,900 (Peruvian currency). Principal
repayments are to be made in 24 equal installments starting in July 2021 with a final maturity date of
June 2023, The loan i1s unsecured and has an interest rate of 1.12% per annum.

In connection with this loan, the Company incurred issuance costs totaling 515,769 and the Company
incurred interest expense relating to the amortization of these debt issuance costs amounting to 30 and
$1,622 for the years ended December 31, 2024 and 2023, respectively. This loan was fully paid off as
scheduled and has no outstanding balance as of December 31, 2024 and 2023,

In June 2020, the Company was granted an Economic Injury Disaster Loan (“EIDL) in the aggregate
amount of $150,000, under the CARES Act. This loan is secured on all tangible and intangible personal
property, as defined in the agreement. Monthly installments (a combination of principal and interest) of
$731 are payable commencing in June 2021. The balance of principal and interest will be payable 30
years from the date of the loan, Interest will accrue at the rate of 3.75% per annum and will accrue only
on funds advanced. Each payment will be applied first to interest accrued to the date of receipt of each
payment, and the balance, if any, will be applied to principal.

Interest expense incurred on this loan amounted to $6,369 and 35,625 for the vears ended December
31, 2024 and 2023, respectively. The outstanding balance of interest payable related to this loan
amounted to §7,382 and $9,054 as of December 31, 2024 and 2023, respectively, and is presented as
part of accrued expenses in the consolidated balance sheet,

The remaining balance of the loan payable as of December 31, 2024 and 2023 pertains to the EIDL
amounting to $150,000,

See accompanving Independent Auditor’s Report.
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Scheduled pavments on the EIDL (including interest) are as follows:

2024 2023
2024 3 - 8 8,772
2025 8,772 8,772
2026 R772 8,772
2027 8,772 8,772
2028 8,772 8,772
Thereafter 122 294 115,194

3 157382 § 159,054

Loans Payable - Kiva

The Company received gross proceeds from Kiva loans of $153,738 and 88,892 for the years ended
December 31, 2024 and 2023, respectively. The outstanding balance on these loans was $285,042 and
$141,878 as of December 31, 2024 and 2023, respectively. The loans are short-term in nature and non-
interest bearing,

[ines of Credit

On June 1, 2023, the Company entered into an agreement with a lender to borrow up to a maximum
amount of $1,500,000 in one disbursement betore June 30, in each of the vears ended December 31,
2023, 2024, and 2025, as long as the maximum loan amount at any time does not exceed $1,500,000.
Any amounts outstanding must be paid by the maturity date of December 20, 2025, Each loan draws
down by June 30, in each of the years ending December 31, 2023, 2024, and 2025, Interest is payable
on the amount outstanding at a rate of 8.75% and 15 payable in arrears in September and December of
each vear covered by the agreement. The loan is subject to certain financial and non-financial covenants.

The Company received draws totaling $1,500,000 during 2023, and repaid such amounts during 2023,

The outstanding balance was §0 as of both December 31, 2024 and 2023, and $1,500,000 remained
available for draw as of both December 31, 2024 and 2023,

Factoring [oans

On September 25, 2024, The Company entered into factoring loan agreements with a creditor for
$1,000,000, The agreement provided that the Company will pay a total of $1,280,000 from proceeds
coming from collection of its receivables. The Company and the creditor agreed to an addendum
providing that the Company will only pay $1,100,000 if the amount is repaid within the vear. The
Company was able to meet this requirement and has recorded the $100,000 as part of interest expense
in the consolidated statement of operations for the vear ended December 31, 2024,

There was no outstanding balance related to this loan as of December 31, 2024,

Note Payable

As discussed in Note 4, the Company issued a note pavable in 2023 in conjunction with Globeln
purchase agreement,

See accompanving Independent Auditor’s Report.
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Per the agreement, the amount due to the seller in respect of the note is $3,500,000; however, this is
subject to certain revenue targets, and the Company is not obligated to repay this amount until such
revenue targets are met. As a result, $330,000 represents the fair value of the likely payout at the date of
purchase date. The agreement also includes earn-out amounts of up to 311,500,000, following both the
repayment of the seller’s note and the satisfaction of certain revenue targets as defined in the agreement.
These earn-outs were determined to have a fair value of zero at the time of purchase, as well as at
December 31, 2024 and 2023, as management does not believe the required revenue rargets will be
achieved.

The note becomes due and payable on either the date on which the Company consummates an initial
public offering or upon the date on which the Company consummates a change in control transaction,
The Company may, at any time, repay amounts outstanding under the note prior to the repayment
without premium or penalty.  Commencing with the full fiscal quarter following the date on which
Company has received the assumed targeted liability cost recoupment (as defined in the note agreement)
from the revenue sources set forth in the Globein purchase agreement, Company shall be obligated to
repay this note on a quarterly basis within forry-five (45) days following the end of each fiscal quarter in
an amount equal to the sum of, with respect to the applicable quarter, forty percent (409) of existing
seller customer subscription revenue, plus twenty percent (20%) of new customer subscription revenue,
plus fifteen (15%) of business e-commerce revenue, plus fifteen (15%) of buyer e-commerce revenue.
Existing seller customer subscription revenue, new customer subscription revenue, business e-
commerce revenue and buyer e-commerce revenue shall not include revenue generated from the sale of
inventory held by Elite Marketing LLC, DBA EliteOps, and/or its affiliates as of the effective date of
the agreement, provided that Elite Marketing LLC, DBA EliteOps, and its affiliates have released
Globeln of all claims and liabilites.

The note accrues interest at a rate of 4% per annum, unless the Company makes repayments on the
note of over $600,000 on the note during a calendar vear then no interest is charped for such year. In
the event this note remains outstanding after the fifth anniversary of the closing, the Company shall pay
Globeln 25% of any amount to be distributed to its stockholders, at the same time such distributions
are made to Company’s stockholders, other than in connection with redemption rights for holders of
Company’s redeemable preferred stock existing as of the date hereof, to repay the note.

On November 10, 2022 the Company and Globeln amended the agreement terms to remove any
liability related to interest.  As such, there 15 no interest expense recognized for the years ended
December 31, 2024 and 2023,

The note is secured by the assets purchased in the associated purchase agreement, as discussed in Note
4. The note is senior to other creditors, trade payables, and obligations to redeem preferred stock
existing prior to the 1ssuance of the note.

The Company reviewed the fair value of the note as of December 31, 2023 and determined the fair
value based on the circumstances in place at such date and the terms of the note agreement was
$480,000, resulting in a gain on revaluation of notes payvable of $50,000 for the year ended December
31, 2023, There was no change in valuation for the year ended December 31, 2024,

See accompanying Independent Auditor’s Report.
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NOTE 8: STOCKHOLDERS EQUITY AND REDEEMABLE PREFERRED STOCK

Authorized Capital

On December 28, 2023, the Company amended its certificate of incorporation, and its authorization of
stock has been amended to the following:

The total number of shares of capital stock that the Company is authorized to issue is 64,757,620 shares,
$0.001 par value per share, consisting of 45,000,000 shares of common stock and 19,757,620 shares of
preferred stock.

The Company designated the Preferred Stock (all with $0.001 per value and hereinafter referred to
collectively as the “Designated Preferred 5tock™) as follows and with the following rights and
preferences as of December 31, 2024 and 2023:
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Voting Rights

Each holder of Common Stock are entitled to one vote for each share of Common Stock held.

Fach holder of any Designated Preferred Stock is entitled to the number of votes equal to the number of
shares of common stock into which such holder's shares are convertible.

Dividends

The holders of Series C, E, F, G, H, and 1 Preferred Stock (“8% Dividend Preferred Stock™) are entitled
to receive, when and as declared by the Board of Directors (the "Board"), cash dividends at the rate of

%o of the Stated Value (defined in the table above), of such 8% Dividend Preferred Stock . The cash
dividends on 8% Dividend Preferred Stock accumulate and accrue from the date of issuance of the
shares, whether or not declared by the Board, and are payable before any dividends or distributions on

See accompanying Independent Auditor’s Report.
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any other series of Designated Preterred Stock, or common stock are paid or set apart. The cumulative
dividend shall only be recognized and paid, if and when declared by the Board in accordance with the
provisions of the preferred stock agreement. The accrued dividends are not recorded untl there are
declared by the Board, and therefore no dividends have been accrued to liabilities as of December 31,
20024 and 2023, but the accrued amounts are disclosed in the above table.

The holders of Series A, A-2, and B Preferred Stock ("Converted Dividend Preferred Stock™) are entitled
to receive, when and as declared by the Board of Directors (the "Board"™), cash dividends of an amount
determined by the as-converted to common stock amount on any common stock dividend declared.

Series | Preferred Stock dividends have priority over all other share classes. Series G and H Preferred
Stock dividends have priority over all other share classes except Series | Preferred Stock. Series C, E,
and F Preferred Stock dividends have priority over all other share classes except Series G, H, and 1
Preferred Stock, and Converted Dividend Preferred Stock dividends have priority over common stock.

liquidatinn

In the event of any voluntary or involuntary liquidation, dissolution or winding up of the Company, the
holders of the Designated Preferred Stock are entitled to liquidation preferences of the Stated Value
multiplied by the Liquidaton Multdple (each in the table above) for each share class, and payable with
priority of each share class above all others below such in the order presented in the table. Any
remaining liquidation amount after payment of all liquidation preferences are then paid ratably to the
holders of common stock, Series G Preferred Stock, and Series | Preferred Stock.

Conversion

Each issued and outstanding share of Designated Preferred Stock are convertible, at the option of the
holder thereof, at any time and from time to time without the payment of additional consideration, into
such number of fully paid and non-assessable shares of common stock as is determined by dividing (1)
the Original Issue Price per share of the Designated Preferred Stock to be converted by (it) the
Conversion Price per share in effect for such series at the time of conversion. The Conversion Price is
subject to certain dilution protections defined in the articles of incorporation. The Original Issuance
Price and initial Conversion Price, along with the converted shares, are presented in the table above.

Each share of Converted Dividend Preferred Stock is automatically converted into shares of common
stock based on the then effective Conversion Price applicable to each series immediately upon: A)
conversion of more than 70% of the then outstanding shares of Converted Dividend Preferred Stock;
B) vote of more than 70% of the then outstanding shares of Converted Dividend Preferred Stock; C)
or upon an initial public offering at a price of more than 150% of the Conversion Price of Series B
Preferred Stock for proceeds of at least $15,000,000.

Each share of Series C and Series E Preferred Stock is automatically converted into shares of common
stock based on the then effective Conversion Price applicable to each series immediately upon an initial
public offering for at least $20,000,000 proceeds when the pre-money valuation of the Company is at
least 80,000,000

Each share of Series F Preferred Stock is automatically converted into shares of common stock based

See accompanying Independent Auditor’s Report.
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on the then effective Conversion Price applicable to such series immediately upon: A) conversion of
more than 50% of the then outstanding shares of Series F Preferred Stock; B) vote of more than 500
of the then outstanding shares of Series F Preferred Stock; C) or upon an initial public offering for at

least $20,000,000 proceeds when the pre-money valuation of the Company is at least $80,000,000.

Fach share of Series G Preferred Stock is automatically converted into shares of common stock based
on the then effective Conversion Price applicable to such series immediately upon: A) majority vote of
the holders of Series G Preterred Stock; or B) an inidal public offering tor at least 325,000,000 proceeds
when the pre-money valuation of the Company is at least $80,000,000 and resulting in listing on an
exchange defined in the articles of incorporation.

Each share of Series H Preferred Stock is automatically converted into shares of common stock based
on the then effective Conversion Price applicable to such series immediately upon: A) majority vote of
the holders of Series H Preferred Stock with consent of a certain shareholder; or B) an initial public
offering for at least 325,000,000 proceeds when the pre-money valuation of the Company 1s at least
$80,000,000 and resuldng in listing on an exchange defined in the artcles of incorporaton.

Fach share of Series 1 Preferred Stock is automatically converted into shares of common stock based
on the then effective Conversion Price applicable to such series immediately upon: A) election of the
key holders (as defined in the articles of incorporation); or B) an initial public otfering at a price greater
than 3 times the Stated Value of Series I Preferred Stock for proceeds of at least $25,000,000 and
resulting in listing on an exchange defined in the articles of incorporation.

Redemption

Each holder of Series I Preferred Stock may elect to require that the Company redeem all or any portion
of the shares of Series I Preferred Stock owned in accordance to: (a) upon one yvear's prior written notice
to the Company on or after December 31, 2023; and (b) upon 15 day's prior written notice to the
Company concurrently with an initial public offering closing and redemption of any another series of
Preferred Stock. If on any redemption date the Company does not have sutficient funds to satisty the
obligations, the key holders of Series | Preferred Stock may elect to torce the Company to an inital
public offering or deemed liguidation event.

At any tume on or after August 22, 2019, each holder of Series H Preferred Stock may elect on an annual
basis to require that the Company redeem all or any portion of the shares of Series H Preferred Stock
owned by such holder.

At any time on or after August 22, 2023 and after the receipt by the Company of a Series [ Preferred Stock
redemption notice and a Series H Preferred Stock redemption notice, each holder of Series GG Preferred
Stock may elect to require that the Company redeem all (but not less than all) shares of Series G Preferred
Stock owned by such holder.

At any time on or after the later of (a) August 22, 2023, and (b) the redemption by the Company or the
conversion of at least 75% of the total number of shares of Series | Preferred Stock ever issued by the
Company, and (c) the redemption by the Company or the conversion of at least 753% of the total number
of shares of Series H Preferred Stock ever issued by the Company, and (d) the redemption by the
Company or the conversion of at least 75% of the total number of shares of Series G Preferred Stock

See accompanying Independent Auditor’s Report.
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ever issued by the Company, each holder of Series C Preferred Stock may elect to require that the
Company redeem all (but not less than all) shares of Series C Preferred Stock owned by such holder.

The redemption price for shares of Series I Preferred Stock is the sum of accrued dividends on the
redeemed shares plus the product of the number of shares being redeemed multiplied by the greater of:
A) the Original Issuance Price of Series I Preferred Stock and B) the fair market value of the shares as
determined by agreement of the Company and the key holders of Series I Preferred Stock, or by a third
party appraiser if no such agreement can be made.

The redemption price for shares of Series C, G, and H Preferred Stock i1s the sum of accrued dividends
on the redeemed shares plus the product of the number of shares being redeemed multiplied by the
Original Issuance Price applicable to each series.

There were no redemptions for the years ended December 31, 2024 and 2023,

The redemption provisions applicable to Series C, G, H, and [ Preferred Stock represent a contingent
redemption obligations outside the control of the Company. Such provisions meet the requirements of
ASC 480-10-599 for such instruments to be classified as mezzanine equity for public entities, however,
the Company is currently a private company and has therefore elected to recognize and classify these
instruments as a component of stockholders’ equity.  Additionally, while ASC 480-10-599 requires
recording of dividends as an expense and accrual, since the Company has elected to follow private
company guidance instead, the dividends are not accrued nor expensed in these consolidated financial
statements.  The amount of accrued dividends, redemption values, and liguidation preferences are
discussed and presented in the table above.

Protective Provisions

In addition to any other vote or consent required, for so long as any shares of Series G, H, or I Preferred
Stock remain outstanding, the Company will not take any of the following actions (i) without the vote or
written consent of the holders of at least a majority of the outstanding Series | Preferred Stock, voting
as a single class, (1) without the vote or written consent of the Series | key holders, (1) without the vote
orwritten consent of the holders of atleast a majority of the outstanding Series H Preferred Stock, voting
as a single class, (iv) so long as GBI Master Fund T L.P. (“GBI-MF") holds one or more shares of Series
H Preferred Stock at such time, without the vote for or consent by GBI-MF, and (v) without the vote
or written consent of the holders of at least a majority of the outstanding Series G Preferred Stock |
voting as a single class:

»  Declare or pay dividends,

»  Purchase, redeem, retire or otherwise acquire any shares of its preferred stock, common stock or
other capital stock, other than redemptions of the Series C, GG, H or | Preferred Stock,

»  Incur any indebtedness for the purpose of paying dividends,

»  Directly or indirectly sell, lease, or otherwise dispose of substantally all of its properties and
assets,

»  Amend its certificate of incorporation or bylaws,

See accompanving Independent Auditor’s Report.
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Authorize or issue any Series H and 1 Preferred Stock beyond the number authorized,
»  Increase or decrease the authorized number of directors constituting the Board; and

Amend or modity any stock option plan, adopt of any new stock option plan or issue of any
common stock to its employees other than shares already authorized, pursuant to the Company's
existing stock options plan.

Additionally, for so long as any shares of Series I Preferred Stock remain outstanding, the Company will
not take any of the following actions (i) without the vote or written consent of the holders of at least a
majority of the outstanding Series 1 Preferred Stock, voting as a single class, (i) without the vote or
written consent of the Series I key holders:

Liguidate, dissolve or wind-up the business and affairs of the Company or any of its subsidiaries;
and

»  Amend its certificate of incorporation or bylaws to alter or modify the privileges, preferences or
rights of the Series I Preferred Stock .

lssuances

From August to September 2023, the Company issued various Simple Agreement for Future Equity
(“SAFE") agreements for cumulative cash investments amounting to 750,000 (*Purchase Amount™).
The terms provided that if there is an equity financing before the termination of the SAFE, on the initial
closing of such equity financing, the SAFE will automatically convert into the number of shares of
preferred stock issued in the triggering equity financing equal to the Purchase Amount divided by the
lowest price per share in the triggering equity financing,

In December 2023, the Company entered into a stock purchase agreement to sell up to 2,609,836 shares
of Series A-2 Preferred Stock and 260,984 warrants to purchase the Company’s common stock at $1.83
per share. The Company issued 573,767 shares of Series A-2 Preferred Stock together with 54,647
warrants to purchase the Company’s common stock under this offering from the conversion of
$750,000 of the aforementioned SAFE liability and $299,997 of cash. The Company incurred issuance
costs of 843,943, which were recorded as a reduction of additional paid-in capital.

In 2024, the Company issued 720,767 shares of Series A-2 Preferred Stock to multiple investors. The
Company also issued 60,110 warrants to purchase the Company’s common stock. The Company
received $900,003 in cash, 5199999 worth of inventory, and services valued at $219,005, in exchange
for such shares and warrants. The Company incurred issuance costs of $51,227, which were recorded
as a reduction of additional paid-in capital.

NOTE 9: STOCK-BASED COMPENSATION

Options

The Company's Board approved the Stock Incentive Plan (the "First Plan"), which provides for grants
of incentive stock options and nongqualified stock options. Under the amended provisions of the First
Plan, options may be granted for an aggregate of no more than 4,500,000 shares of common stock as
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determined by the Company's Board. The options typically vest over a four-year period or in accordance
with individual agreements and are exercisable up to fifteen years from the date of grant. As of
November 2015, all stock options granted under this First Plan expired and the Company has no
intention to grant any further options under this First Plan in the future, though 4,500,000 shares remain
available for issuance under the First Plan.

For the year ended December 31, 2009, the Company's Board approved the 2009 Stock Incentive Plan
(the 2009 Plan™), which provides for grants of incentive stock options and nongualified stock options.
Under the amended provisions of this plan, options may be granted for an aggregate of no more than
6,500,000 shares of common stock as determined by the Board. The options typically vest over a three
or four-year period and are exercisable up to ten years from the date of grant. As of December 31, 2024
and 2023, there were 3,329,500 and 3,642,700 options outstanding under the 2009 Plan, respectively.
The Company has no intention to grant any further options under this 2009 Plan in the future, though
up to 3,170,500 shares remain available for issuance under the 2009 Plan.

In August 2022, the Company's Board approved the 2022 Stock Incentive Plan (the 2022 Plan™), which
provides for grants of incentive stock options and nonqualified stock options. Under the amended
provisions of the 2022 Plan, options may be granted for an aggregate of no more than 7,750,000 shares
of common stock as determined by the Board. The options typically vest over a three or four-year period
and are exercisable up to ten years from the date of grant.  As of December 31, 2024 and 2023, there
were 3,991,300 options outstanding under the 2022 Plan and up to 3,758,700 shares remain available for
issuance under the 2022 Plan.

A summary of stock option activity and balances were as follows for the years ended December 31,

2024 and 2023:

December 31, 2024 December 31, 2023
Weighted Average Weighted Average

Options Exercise Price Options Exercise Price
Ohutstanding - beginning of year 734000 8 0.20 3.699700 § (25
Caranted - - 3,90 300 15
Expired - . - :
Cancelled (313,200 016 (57,000 (.26
Outstanding - end of year 7320800 % 020 734000 0§ (20
Ixercisable ar end of vear 4639933 5§ 023 30642700 0§ (.25
Intrinsic value of options ourstanding
at year-emnd .1 - 5
Weighted average duration (vears) to
cxpiration of outstanding options at
:l'I:Hf-ETI.I'_{ 5.':.3.:1 fl..’-'”
Weighted average duration (vears) to
expiration of exercisable options at
year-end 4.11 316
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For the years ended December 31, 2024 and 2023, the Company recorded stock-based compensation
expense of 09,077 and §7,434, respectively. As of December 31, 2024 unrecognized stock-based
compensation cost amounted to 352,166, of which 541,733 and $10,433 will be recognized in 2025 and
20206, respectively.

Inputs used in valuing the 2023 stock option issuances were as follows:

December 31, 2023
Risk Free Interest Rate 1.42%
Expected Dividend Yield (L0
Expected Volariliry 36.51%
Expected Life (years) 5.7

There were no options issued for the vear ended December 31, 2024,

Warrants

In November 2022, in connection with the Globeln acquisition, the Company issued warrants to
purchase 200,000 shares of common stock at $0.75 per share. The warrants vested immediately and
have a term that expires on November 11, 2032, The fair value of these options on their date of
grant was deemed to be de minimis using the Black-5choles option-pricing model with the
following assumptions and as such, no value has been recorded for these warrants in the
accompanying consolidated financial statements:

Expeced term in years =KLV
Average volarlity 38,3070
Risk-free rates 4,00
Expeaed dividend rate (P

Volatility was determined based on the average of a peer group of public companies in a business
similar to that of the Company. The expected term represents the estimated average period of time
that the warrants are expected to remain outstanding. Since the Company does not have sufficient
historical data on the exercise of warrants, the expected term is based on the "simplitied" method
that measures the expected term as the average of the vesting period and the contractual term. The
risk-free rate of return reflects the grant date interest rate offered for zero coupon U.S. Treasury
bonds over the expected term of the warrants. The Company has never declared or paid dividends
and has no plans to do so in the foreseeable furure.

In connection with the 2023 issuance of shares of Series A-2 Preferred Stock, the Company issued
warrants to purchase 54,647 (10% of qualified issued shares of Series A-2 Preferred Stock) shares of
common stock at $1.83 per share. The warrants vested immediately and have a ten-year term.

In connection with the 2024 issuance of shares of Series A-2 Preferred Stock, the Company issued
warrants to purchase 60,110 (10% of qualified issued shares of Series A-2 Preterred Stock) shares ot

See accompanying Independent Auditor’s Report.
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common stock at $1.83 per share, The warrants vested immediately and have a ten-year term.,
The fair value of these warrants on their date of grant was allocated between the warrants and

preferred stock from the proceeds and presented combined in the consolidated statements of
changes in stockholders’ equity.

A summary of warrant activity was as follows for the years ended December 31, 2024 and 2023:

MNumber of Weighted Average

Warrants Exercise Price
Balanee at Janoary 1, 2023 2000, (M0 5 75
Granted 54,6047 1.83
Expired - -
Balana: ar December 31, 2023 254 647 DR
Granted G, 110 1.83
Expired - -
Balana ar December 31, 2024 314,757 g 1.14
Exerasable at December 31, 2024 34757 [ 1.14

NOTE 10: INCOME TAXES

Income taxes consisted of the following for the years ended December 31, 2024 and 2023

2024 2023
Current:
Federal g - $ -
State - 2,151
b - b 2,151

The Company's effective income tax rate for the years ended December 31, 2024 and 2023 is lower
than what would be expected if the federal statutory rate were applied to the income from
operations primarily due to the change in valuation allowance. Net deferred tax assets have been
reduced by a valuation allowance as management believes it 1s more likely than not that all or some
portion of the net deferred tax assets will not be realized. Therefore, a full valuation allowance was
recorded on the Company™s deferred tax assets,

Temporary differences giving rise to the deferred tax assets and liabilities relate primarily to the
allowance for doubttul accounts, reserve tor slow moving inventory, differing methods of property
and equipment depreciation, goodwill and internal-use software for tax and tinancial reporting
purposes, and net operating loss carryvforwards.

As of December 31, 2024 and 2023, deferred taxes consisted of the following;

See accompanying Independent Auditor’s Report.
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2024 2023

Deferred tax assets:

Net operating loss P 3,104,829  § 2,401,663

R&D credits 223,189 223,189

GAAP-to-tax differences 87,253 87,253
Deferred tax liabilities:

GAAP-to-tax differences (2,645) (178,514)
Valuation Allowance (3,412,623) (2,533,591)

A - 3

As of December 31, 2024, the Company had net operating loss carryvforwards of approximately
$11,094,292 and 38,582,309 for federal and state taxes purposes, respectively, both expiring at various
times through 2042, Federal net operating losses for years 2018 and thereafrer do not expire. The
Company has research and development and general business tax credits of $223,189 for both years
ended December 31, 2024 and 2023,

Under Section 382 of the Internal Revenue Code ("TRC"), it a corporation undergoes an "ownership
change," generally defined as a greater than 50 percentage point change (by value) in its equity ownership
over a three-year period, the corporation’s ability to use its pre-change net operating loss carryforwards
to offset its post-change taxable income may be limited. Limitations may also apply to the utlization of
other pre-change tax attributes as a result of an ownership change. As the Company has experienced
ownership changes in the past, and may experience additional ownership changes as a result of shifts in
its stock ownership, the Company's ability to use its pre-change net operating loss carryforwards to
offset taxable income may be subject to limitations.

The Company recognizes the impact of a tax position in the financial statements only if that position 1s
more likely than not of being sustained on a tax return upon examination by the relevant taxing authority,
based on the technical merits of the position. As of December 31, 2024 and 2023, the Company had no
unrecognized tax benefits,

The Company has evaluated its income tax positions and has determined that it does not have any
uncertain tax positions as of December 31, 2024 and 2023. The Company will recognize interest and
penalties related to any uncertain tax positions through its income tax expense,

The Company is subject to taxation in the U.S. and files tax returns in the U5, federal jurisdiction, and
California and Texas state jurisdictions. The Company currently is not under examination by any income
tax authority.

NOTE 11: LEASES

The Company leases its office facility in Santa Monica, California, under a non-cancellable lease
that expired on September 15, 2024, The Company leases fulfillment locations in Mexico, Thailand,
India, Armenia, Ghana and Indonesia under various agreements expiring through April 2034, The
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other fulfillment locations are under various lease agreements with durations of less than one year
from the date of the initial term or on a month-to-month basis. Some leases contain renewal
options, however, the Company 1s not reasonably certain to exercise a renewal option except for
the lease agreement entered in Thailand which 1s considered in the calculations of operating ROU
assets and operating lease liabilites.

Operating ROU assets amounted to $519,512 and 3783,013 as of December 31, 2024 and 2023,
respectively, net of accumulated amortization of $458,862 and $344,292 as of December 31, 2024
and 2023, respectively.  Operating lease liabilities amounted to $526,701 and $798,922 as of
December 31, 2024 and 2023, respectively.

In 2023, the Company cancelled its lease contract with its office facility in Santa Monica, California
due to the fault of the lessor (i.e. no penalties), the cancellation resulted in a loss on termination of
lease amounting to $18,634, which consists of reversal of net book value of operating ROU assets
and operating lease liabilities related to the lease. In 2024, the Company assessed that the related
deposit of 515,651 will not be recovered and included under other income (expense), net account
on the consolidated statements of operations,

In 2024, the lease of the office facilities in Thailand and Ghana were modified, reducing the lease
payments starting 2024, The operating ROU assets and operating lease liabilities were remeasured.

Lease costs for the years ended December 31, 2024 and 2023 and other qualitative disclosures were
as follows:

2024 2023
Operating leases under ASC 842 3 227909 § 216,712
Variable lease expense 19,244 -
Shott-term leases 184,623 191,074
Total lease expense 3 431,776 % 407, 786
Weighted average remaining lease term 5.65 3.97
Discount rates 3.29%  1.04%-4.61%

Movement of the lease related accounts for the years ended December 31, 2024 and 2023 are as follows:

Operating Right-of-Use Assets - Cost 2024 2023
Balance at beginning of year $  1,127305 § 1,253,709
Additions during the vear - 272,306
Lease modifications (148,931) -
Lease cancellation - (398,710)
Balance at end of year 3 078374 § 1,127,305

See accompanying Independent Auditor’s Report.
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Balance at beginning of year 3 344,292 8 289,203
Amortization during the year 211,991 198,832
l.ease modifications (97,421) -
Lease cancellation - (143,743
Balance at end of year ) 458,862 § 344 292
Operating Right-of-Use Assets - Net book Value $ 519512 § 783,013
Operating Lease-Liabilities 2024 2023
Balance at beginning of vear $ 798,922 3 957,444
Additions - 272306
Interest 15,918 17,880
Payments (224.026) (212,375)
Lease moditications (64113) -
Lease cancellation - (236,333)
Balance at end of year b 526,701 § 798,922

Minimum annual lease payments for the remainder of the term of the lease contracts are as follows:

2024 2023

2024 3 - 233,502
2025 187,750 199 589
2026 118,487 128,525
2027 49 407 59,446
2028 36,301 37,489
2029 and onwards 194,617 189 92
Total 380,762 848,453
Interest to be amortized (60,61) (449 531)
Present value of operating lease

liabiliries at end of the vear 526,701 798,922
Current portion of operating lease

liabilities at end of the year (172,955) (2200 2040
MNon-current portion of operating lease

liabilities at end of the vear 3 353,746 3§ 578,623

NOTE 12: COMMITMENTS AND CONTINGENCIES

General

The Company may be subject to pending legal proceedings and regulatory actions in the ordinary course
of business. The results of such proceedings cannot be predicted with certainty, but the Company does

See accompanying Independent Auditor’s Report.
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not anticipate that the final outcome, if any, arising out of any such matter will have a material adverse
effect on its business, financial condition or results of operations.

Marketing Expense for Globein

In connection with the Globeln acquisition, the Company has committed to spend $250,000 tor the
vears ending December 31, 2023 and 2022, on general online marketing. This commitment ended and
there is no committed marketing expense for the year ended December 31, 2024,

Revenue Share Commission

The Company manages an online platform for various divisions of UNICEF, including the U.S. Fund
for UNICEF, the UK. Committee for UNICEF, and the Canada Committee for UNICEF (collectively
referred to as "UNICEF") in which the Company hosts an online plattorm to sell the Company's and
UNICEF's products in exchange for UNICEF marketing the Company's platform on UNICEF's
websites and driving traffic to the platform. Additionally, as part of the agreements, the Company agreed
to pay a commission to UNICEF equal to: 1) 25% of the gross revenues of the Company's products
sold through the platform, and 2) an amount ranging from 12.5% to 18% of the gross revenues of
UNICEF branded products sold through the platform. Commission expense under these agreements
amounted to approximately $605,611 and $675,000 for the vears ended December 31, 2024 and 2023,
respectively, and is included in sales and marketing expenses in the accompanying consolidated
statements of operations.

NOTE 13: EMPLOYEE BENEFIT PLAN

Novica sponsors an emplovee benefit plan (the "401(k) Plan") covering all eligible emplovees. The
401(k) Plan allows employees to defer a percentage of their annual compensation in accordance with
Section 401(k) of the IRC. According to the provisions of the 401(k) Plan, Novica may make a
discretionary contribution to the 401(k) Plan. For the vears ended December 31, 2024 and 2023, the

Company did not make a discretionary contribution.
NOTE 14: SUBSEQUENT EVENTS

Issuance of Series A-2 Preferred Stock

As of June 30, 2025, the Company issued 29,508 shares of A-2 Preferred Stock to Rebel Mouse in
exchange for services amounting to $54,000,

[ssuance of Series A-3 Preferred Stock

In August 2025, the Company completed a financing through the issuance of Series A-3 Preferred Stock
(the “Series A-3 Financing™). The terms of the Series A-3 Preferred Stock are substantially similar to
those of the Series A-2 Preferred Stock. Under the Series A-3 Financing, the Company 1ssued Series A-
3 Preferred Stock at a purchase price of $1.83 per share, for aggregate consideration of $2,125,003. This
included $925,001 from existing investors and $1,200,002 from new investors. In connection with the
financing, investors who invested at least $300,000 were entitled to receive warrants to purchase
common stock equal to 10% of the Series A-3 shares purchased, and investors who invested at least
$1,000,000 were entitled to warrants equal to 15% of the Series A-3 shares purchased. Additionally, the

See accompanving Independent Auditor’s Report.
panying P P

-7 -



NOVICA UNITED, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2024 AND 2023 AND FOR THE YEARS THEN ENDED

Company provided for the exchange of certain Series A-2 Preferred Stock into Series A-3 Preferred
Stock on a one-for-one basis for participating investors,

Management’s Evaluation

Management has evaluated subsequent events through August 27, 2025, the date the consolidated
financial statements were available to be issued. Based on