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INDEPENDENT ACCOUNTANT’S REVIEW REPORT

To the Board of Directors of
Comsero Inc dba mcSquares
Denver, Colorado

Opinion

We have audited the financial statements of Comsero, Inc., dba mcSquares, which comprise the balance sheets as of
December 31, 2020 and 2019, and the related statements of income, changes in stockholders’ equity, and cash flows for
the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
Comsero, Inc., dba mcSquares., as of December 31, 2020 and 2019, and the results of its operations and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits 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 Financial Statements section of our report. We are required to be independent of Comsero, Inc., dba mcSquares 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 Financial Statements

Management is responsible for the preparation and fair presentation of the 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 financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Comsero, Inc., dba mcSquares’s ability to continue as a
going concern for period of twelve months from the end of the year ended December 31, 2020.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with GAAS 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 are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users made on the basis of these financial statements.




In performing an audit in accordance with GAAS, we:

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

¢ |dentify and assess the risks of material misstatement of the 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 financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of Comsero,

Inc., dba mcSquares’s internal control. Accordingly, no such opinion is expressed.

e Evaluate 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 financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial
doubt about Comsero, Inc., dba mcSquares’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 timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

Going Concern
As discussed in Note 12, certain conditions indicate that the Company may be unable to continue as a going

concern. The accompanying financial statements do not include any adjustments that might be necessary should the
Company be unable to continue as a going concern.

%@Jﬁﬂ(‘mﬁc FS

April 6, 2021

Los Angeles, California




COMSERO, INC.
BALANCE SHEETS

As of December 31, 2020 2019
(USD S in Dollars)
ASSETS
Current Assets:
Cash & cash equivalents 523,751 S 123,227
Accounts receivable—net 27,239 17,333
Inventories 243,610 75,140
Prepaid expenses and other current assets 131,442 252,528
Total current assets 926,043 468,228
Property and equipment, net 462,784 127,349
Intangible assets, net 93,483 93,361
Deposits 12,500 -
Total assets 1,494,810 688,938
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable 31,238 24,384
Credit card 76,953 17,238
Other current liabilities 1,644 3,537
Short term capital lease 103,741 10,485
Short term note payable 186,629 195,085
Total current liabilities 400,205 250,730
Note payable 463,806 231,126
Note payable, related party 225,000 -
Capital lease 280,267 121,022
Total liabilities 1,369,278 602,878
STOCKHOLDERS' EQUITY
Common stock 649 557
Preferred stock 1,942,961 1,892,961
Additional paid-in capital 2,124,297 726,569
Retained earnings/(Accumulated Deficit) (3,942,375) (2,534,028)
Total stockholders' equity 125,533 86,059
Total liabilities and stockholders' equity 1,494,810 $ 688,937

See accompanying notes to financial statements.




COMSERO, INC.
STATEMENTS OF OPERATIONS

For Fiscal Year Ended December 31,

2020 2019
(USD S in Dollars, except per share data)
Net revenue S 2,577,037 S 610,697
Cost of goods sold 637,684 129,499
Gross profit 1,939,354 481,198
Operating expenses
General and administrative 1,259,959 799,730
Research and development 51,171 500
Sales and marketing 1,993,042 373,024
Total operating expenses 3,304,173 1,173,253
Operating income/(loss) (1,364,819) (692,055)
Interest expense 74,746 40,683
Other income (31,218)
Income/(Loss) before provision for income taxes (1,408,347) (732,738)
Provision/(Benefit) for income taxes - -
Net income/(Net Loss) $ (1,408,347) $ (732,738)

See accompanying notes to financial statements.




COMSERO, INC.

STATEMENTS OF CHANGES IN STOCKHOLDERS” EQUITY

For Fiscal Year Ended December 31, 2020 and 2019

(USD $in Dollars, except per share data)

Additional Total
Common Stock Preferred Stock Paid-In Accumulated Stockholders’

(in thousands, $US) Shares Amount Shares Amount Capital Deficit Equity
Balance—December 31, 2018 5,573,200 $ 557 1,758,962 $ 1,160,061 $ 627,017 $ (1,801,290) $ (13,655)
Net income/(loss) - - - - - (732,738) (732,738)
Share based compensation 64,999 64,999
Warrant compensation - - - - 34,552 - 34,552
Issuance of preferred shares - - 1,111,271 732,900 - - 732,900
Balance—December 31, 2019 5,573,200 $ 557 2,870,233 $ 1,892,961 $ 726,569 $ (2,534,028) $ 86,059
Net income/(loss) - - - - - (1,408,347) (1,408,347)
Issuance of common shares 916,619 92 - - 974,245 - 974,336
Share based compensation - - - - 423,484 - 423,484
Issuance of preferred shares - - 1,226,203 50,000 - - 50,000
Balance—December 31, 2020 6,489,819 $ 649 4,096,436 $ 1,942,961 $ 2,124,297 $ (3,942,373) $ 125,533

See accompanying notes to financial statements.




COMSERO, INC.
STATEMENTS OF CASH FLOWS

For Fiscal Year Ended December 31, 2020 2019
(USD S in Dollars, except per share data)
CASH FLOW FROM OPERATING ACTIVITIES
Net income/(loss) S (1,408,347) S (732,738)
Adjustments to reconcile net income to net cash provided/(used) by operating activities:
Depreciation and amortization 92,514 40,007
Share based Compensation 423,484 64,999
Warrant based compensation - 34,552
Debt discount and issuance amortization 947 2,727
Changes in operating assets and liabilities:
Accounts receivable (9,907) 13,380
Inventory (168,470) (31,665)
Prepaid expenses and other current assets 121,086 (252,528)
Accounts payable and accrued expenses 6,854 11,764
Credit cards 59,715 (39,841)
Other current liabilities (1,893) 1,928
Net cash provided/(used) by operating activities (884,017) (887,414)
CASH FLOW FROM INVESTING ACTIVITIES
Purchases of property and equipment (427,571) (32,349)
Purchases of intangible assets (500) (795)
Deposits (12,500) -
Net cash provided/(used) in investing activities (440,571) (33,144)
CASH FLOW FROM FINANCING ACTIVITIES
Borrowings on Notes 635,100 400,000
Repayment of Notes (186,824) (90,054)
Borrowings on Capital Lease 351,955 32,349
Repayments of Capital Lease (99,455) (36,857)
Issuance of Common Shares 974,336 =
Issuance of Preferred Shares 50,000 732,900
Net cash provided/(used) by financing activities 1,725,113 1,038,338
Cash—beginning of year 123,227 5,446
Cash—end of year S 523,751 $ 123,227
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest S 65,066 S -
Cash paid during the year for income taxes S - S -

See accompanying notes to financial statements.




COMSERO, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31, 2020 AND DecEMBER 31, 2019

1. NATURE OF OPERATIONS

Comsero, Inc., dba mcSquares was previously formed as Comsero, LLC on February 4, 2013 in the state of Colorado. The
company converted to a C Corporation, Comsero, Inc on January 25, 2016 in the state of Colorado. The financial
statements of mcSquares (which may be referred to as the “Company”, “we”, “
with accounting principles generally accepted in the United States of America (“U.S. GAAP”). The Company’s

headquarters are located in Denver, Colorado.

us”, or “our”) are prepared in accordance

Comsero, Inc. builds unique products that inspire creativity and cultivate collaboration. We make products that make
Whiteboarding better, we create the frameworks that make Whiteboarding effective, and we lead the community of
Whiteboarders around the globe.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

The preparation of financial statements in conformity with United States 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 financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents include all cash in banks. The Company’s cash are deposited in demand accounts at financial
institutions that management believes are creditworthy.

Accounts Receivable

Accounts receivable are recorded at net realizable value or the amount that the Company expects to collect on gross
customer trade receivables. We estimate losses on receivables based on known troubled accounts and historical
experience of losses incurred. Receivables are considered impaired and written-off when it is probable that all
contractual payments due will not be collected in accordance with the terms of the agreement. As of December 31,
2020, the Company determined that no reserve was necessary.

Inventories
Inventories are valued at the lower of cost and net realizable value. Costs related to raw materials and finished goods
are determined on the first-in, first-out basis. Specific identification and average cost methods are also used primarily

for certain packing materials and operating supplies.

Property and Equipment

Property and equipment are stated at cost. Normal repairs and maintenance costs are charged to earnings as incurred
and additions and major improvements are capitalized. The cost of assets retired or otherwise disposed of and the




COMSERO, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31, 2020 AND DecEMBER 31, 2019

related depreciation are eliminated from the accounts in the period of disposal and the resulting gain or loss is credited
or charged to earnings.

Depreciation is computed over the estimated useful lives of the related asset type or term of the operating lease using
the straight-line method for financial statement purposes. The estimated service lives for property and equipment
ranges from five to seven years. Leasehold improvements are amortized over the lesser of the useful life of the asset
or the lease term.

Intangible Assets

The company capitalizes its patent and filing fees and legal patent and prosecution fees in connection with internally
developed pending patents. When pending patents are issued, patents will be amortized over the expected period to
be benefitted, not to exceed the patent lives, which may be as long as 10 years.

Other intangibles include trademark filing and related attorney fees. Trademark costs are indefinite lived.

Impairment of Long-lived Assets

Long-lived assets, such as property and equipment and identifiable intangibles with finite useful lives, are periodically
evaluated for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. We look for indicators of a trigger event for asset impairment and pay special attention to any
adverse change in the extent or manner in which the asset is being used or in its physical condition. Assets are grouped
and evaluated for impairment at the lowest level of which there are identifiable cash flows, which is generally at a
location level. Assets are reviewed using factors including, but not limited to, our future operating plans and projected
cash flows. The determination of whether impairment has occurred is based on an estimate of undiscounted future cash
flows directly related to the assets, compared to the carrying value of the assets. If the sum of the undiscounted future
cash flows of the assets does not exceed the carrying value of the assets, full or partial impairment may exist. If the asset
carrying amount exceeds its fair value, an impairment charge is recognized in the amount by which the carrying amount
exceeds the fair value of the asset. Fair value is determined using an income approach, which requires discounting the
estimated future cash flows associated with the asset.

Income Taxes

Comsero, Inc. is a C corporation for income tax purposes. The Company accounts for income taxes under the liability
method, and deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences
between the financial statement carrying values of existing assets and liabilities and their respective tax bases. Deferred
tax assets and liabilities are measured using enacted tax rates in effect for the year in which those temporary differences
are expected to be recovered or settled. A valuation allowance is provided on deferred tax assets if it is determined that
it is more likely than not that the deferred tax asset will not be realized. The Company records interest, net of any
applicable related income tax benefit, on potential income tax contingencies as a component of income tax expense.
The Company records tax positions taken or expected to be taken in a tax return based upon the amount that is more
likely than not to be realized or paid, including in connection with the resolution of any related appeals or other legal
processes. Accordingly, the Company recognizes liabilities for certain unrecognized tax benefits based on the amounts
that are more likely than not to be settled with the relevant taxing authority. The Company recognizes interest and/or
penalties related to unrecognized tax benefits as a component of income tax expense.




COMSERO, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31, 2020 AND DecEMBER 31, 2019

Revenue Recognition

ASC Topic 606, “Revenue 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 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. To date,
no revenue has been recognized.

The Company recognizes revenue from product sales when the goods have been shipped to the customer and the
Company has satisfied its performance obligation.

Operating Leases

Operating leases relate to vehicles and equipment. Rent expense for operating leases is recognized on a straight-line
basis over the term of the leases, which ranges from 3 to 5 years.

Capital Leases

Capital leases relate to equipment and is recorded at fair value of the lease payments on the initial contract date. The
asset is amortized over the term of the lease, which is generally 5 years.

Fair Value of Financial Instruments

The carrying value of the Company’s financial instruments included in current assets and current liabilities (such as cash
and cash equivalents, restricted cash and cash equivalents, accounts receivable, accounts payable and accrued expenses
approximate fair value due to the short-term nature of such instruments.

The inputs used to measure fair value are based on a hierarchy that prioritizes observable and unobservable inputs used
in valuation techniques. These levels, in order of highest to lowest priority, are described below:

Level 1—Quoted prices (unadjusted) in active markets that are accessible at the measurement date for identical assets
or liabilities.

Level 2—Qbservable prices that are based on inputs not quoted on active markets, but corroborated by market data.

Level 3—Unobservable inputs reflecting the Company’s assumptions, consistent with reasonably available assumptions
made by other market participants. These valuations require significant judgment.

Subsequent Events

The Company considers events or transactions that occur after the balance sheets date, but prior to the issuance of
the financial statements to provide additional evidence relative to certain estimates or to identify matters that require




COMSERO, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31, 2020 AND DecEMBER 31, 2019

additional disclosure. Subsequent events have been evaluated through April 6, 2021, which is the date the financial
statements were issued.

Recently Issued and Adopted Accounting Pronouncements

In February 2019, FASB issued ASU No. 2019-02, Leases, that requires organizations that lease assets, referred to as
"lessees", to recognize on the balance sheet the assets and liabilities for the rights and obligations created by those
leases with lease terms of more than 12 months. ASU 2019-02 will also require disclosures to help investors and other
financial statement users better understand the amount, timing, and uncertainty of cash flows arising from leases and
will include qualitative and quantitative requirements. The new standard for nonpublic entities will be effective for fiscal
years beginning after December 15, 2019, and interim periods within fiscal years beginning after December 15, 2020,
and early application is permitted. We are currently evaluating the effect that the updated standard will have on the
financial statements and related disclosures.

InJune 2019, FASB amended ASU No. 2019-07, Compensation — Stock Compensation, to expand the scope of Topic 718,
Compensation — Stock Compensation, to include share-based payment transactions for acquiring goods and services
from nonemployees. The new standard for nonpublic entities will be effective for fiscal years beginning after December
15, 2019, and interim periods within fiscal years beginning after December 15, 2020, and early application is permitted.
We are currently evaluating the effect that the updated standard will have on the financial statements and related
disclosures.

In August 2019, amendments to existing accounting guidance were issued through Accounting Standards Update 2019-
15 to clarify the accounting for implementation costs for cloud computing arrangements. The amendments specify that
existing guidance for capitalizing implementation costs incurred to develop or obtain internal-use software also applies
to implementation costs incurred in a hosting arrangement that is a service contract. The guidance is effective for fiscal
years beginning after December 15, 2020, and interim periods within fiscal years beginning after December 15, 2021,
and early application is permitted. We are currently evaluating the effect that the updated standard will have on the
financial statements and related disclosures.

The FASB issues ASUs to amend the authoritative literature in ASC. There have been a number of ASUs to date, including
those above, that amend the original text of ASC. Management believes that those issued to date either (i) provide
supplemental guidance, (ii) are technical corrections, (iii) are not applicable to us or (iv) are not expected to have a
significant impact our financial statements.

3. INVENTORY

Inventory was comprised of the following items:

As of Year Ended December 31, 2020 2019
Raw Materials S 66,310 S -
Work in Process 56,304 -
Finished Goods 120,995 75,140
Total Inventories $243,610 $ 75,140




COMSERO, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31, 2020 AND DecEMBER 31, 2019

4. PROPERTY AND EQUIPMENT

As of December 31, 2020 and 2019, property and equipment consist of:

As of Year Ended December 31, 2020 2019
Computers and printers S 61,808 S 29,823
Machinery and equipment 512,283 178,607
Leasehold improvements 61,910 -
Property and Equipment, at Cost 636,001 208,430
Accumulated depreciation (173,217) (81,081)
Property and Equipment, Net $ 462,784 S 127,349

Depreciation expense for property and equipment for the fiscal year ended December 31, 2020 and 2019 was $92,136
and $40,007, respectively.

The Company entered into various capital leases relating to equipment and recorded the fair value of the lease
payments on the initial contract date, and is amortizing the assets over the term of the lease.

5. INTANGIBLE ASSETS

In 2019, the Company acquired $795 in Patents. There is no significant residual value and the average amortization
period is 10 years.

In 2018, the Company acquired $21,810 in Patents. There is no significant residual value and the average amortization
period is 10 years.

In 2018, the Company acquired $344 in Trademarks. There is no significant residual value and the trademarks are
indefinite-lived.

The components of the Company’s other intangible assets consist of the following definite-lived and indefinite-lived
assets:

December 31, 2020

Gross Carrying Accumulated Intangible

Amount Amortization Asset, Net
Patents S 87,437 S (1,102) $ 86,335
Trademarks 7,148 - 7,148
Total S 94,585 S (1,102) S 93,483

December 31, 2019

Gross Carrying Accumulated Intangible

Amount Amortization Asset, Net
Patents S 86,937 S (724) S 86,213
Trademarks 7,148 - 7,148
Total S 94,085 S (724) S 93,361

_10_



COMSERO, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31, 2020 AND DecEMBER 31, 2019

Amortization expense for the year ended December 31, 2020 and 2019 was immaterial. The following table summarizes
the estimated amortization expense relating to the Company's intangible assets as of December 31, 2020:

Amortization

Period Expense

2021 S 378
2022 378
2023 378
2024 378
Thereafter 566
Total S 2,078

6. CAPITALIZATION AND EQUITY TRANSACTIONS

Common Stock

The Company’s authorized share capital as of December 31, 2020 consisted of 12,250,000 shares designated as $0.0001
par value common stock. Of the 12,250,000 common shares authorized, 6,489,819 shares were issued and outstanding.

In 2020, the Company issued $370,753 in Crowd SAFEs pursuant to a Regulation CF offering. Upon the Company’s
subsequent common stock offering (see below), these SAFEs were converted into 311,557 shares of common stock at a
price of $1.19 per share.

In 2020, the Company issued 605,062 shares of common stock pursuant to a Regulation CF offering at a price of $1.19
per share. As of December 31, 2020, the Company has approximately $110,000 in escrow and included in prepaid
expenses and other current assets in the balance sheet, which will be received in 2021.

Preferred Stock

Series Seed
At December 31, 2020, the Company had 900,000 shares authorized and 865,785 shares issued and outstanding.

Series 2018
At December 31, 2020, the Company had 1,900,000 shares authorized and 902,177 shares issued and outstanding.

Series 2019
In 2019, the Company issued 1,111,271 shares in return for $732,900 in proceeds. At December 31, 2020, the Company
had 1,200,000 shares authorized and 1,111,271 shares issued and outstanding.

Series 2020
In 2020, the Company issued 1,226,203 shares in return for $50,000 in proceeds. At December 31, 2020, the Company
had 1,250,000 shares authorized and 1,226,203 shares issued and outstanding.

-11 -



COMSERO, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31, 2020 AND DecEMBER 31, 2019

Dividend rights - Holders of the Preferred Stock, in preference to the holders of the Company’s Common Stock, are
entitled to receive, when and if declared by the Board of Directors, cash dividends at a rate of 8% per annum of the
applicable original issue price, as adjusted, as defined in the Articles. The dividends are payable only when declared by
the Board of Directors, and are non-cumulative.

Liquidation preference - Upon a liquidation event, as defined in the Articles, before any distribution or payment is made
tothe holders of the Company’s Common Stock, the holders of the Company’s Preferred Stock are entitled to an amount
equal to the original issue price, plus all declared and unpaid dividends. Upon payment of the full liquidation preference,
the remaining assets will be distributed to the holders of Common and Preferred Shares, on an as converted to Common
Stock, basis.

Conversion rights - The Preferred Stock shares are convertible, at the option of the holder, into shares of the Company’s
Common Stock, based on the conversion rate, as defined in the Articles, and are subject to automatic conversion at the
then applicable conversion rate, upon a qualified public offering resulting in proceeds of not less than $10,000,000 or
on a date specified by written consent or agreement of the holders of at least a majority of the voting power of the then
outstanding shares of Preferred Stock. The number of shares of Common Stock into which the Preferred Stock is
convertible is based on dividing the original issue price of the Preferred Stock, by the applicable conversion rate, which
is defined as the original issue price, subject to adjustment, as defined in the Articles. The conversion rate is subject to
broad based anti-dilution clauses and down round protection.

Voting rights - The holders of the Company’s Preferred Stock shall have one vote per share held, on an as converted to
Common Stock basis.

Preferred Stock Warrants

During 2019, the Company issued warrants to purchase a total of 155,152 shares of preferred stock — series seed at
$0.7359 price per share in connection with entering into a promissory note agreement. These warrants expire
approximately 10 years after the issuance date and are fully vested upon issuance. The grant date fair value of the
warrants was $34,552. The fair value of the warrants was estimated using the Black-Scholes option pricing model with
the following assumptions: exercise price $0.7359, volatility 85%, 10 year life, 8% dividend yield, and a risk free interest
rate of 1.5%.

As of December 31, 2020 and 2019, none of the warrants outstanding have been exercised.
7. DEBT

Convertible Promissory Notes

In January 2018, the Company entered into a Note and Warrant Purchase Agreement, or the Note Agreement or the
Notes, with EVPI Investments | LP, to borrow up to $100,000. The Notes issued pursuant to the agreement bore interest
at a simple rate of 12% per annum with the interest payments payable monthly starting January 1, 2018 and a note
maturity date of January 1, 2020.

In August 2019, the Company entered into a Note Purchase Agreement, or the Note Agreement or the Notes to loan
the Company $250,000, and an additional $150,000. The initial $250,000 promissory note has a 30-month term and
carries a fixed interest rate 12% per annum with monthly principal and interest payments of $9,694 due from October

-12 -



COMSERO, INC.
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31, 2020 AND DecEMBER 31, 2019

2019 through maturity of March 2022. The second $150,000 promissory note has a 30-month term and carries a fixed
interest rate 12% per annum.

During the year ended December 31, 2020 and 2019, the Company recorded annual interest expense of 535,995 and
$40,683, respectively, to accrue for interest due on the notes.

The Company recorded the Notes on the balance sheets as follows:

As of December 31, 2020 2019

Principal S 232,063 S 427,159
Net unamortized debt discount - (947)
Net Carrying Value S 232,063 S 426,211

The following table outlines future schedule of principal payments:

Period

2021 169,245
2022 62,818
Total $ 232,063

Related Party Note

In December 2020, the Company’s CEO entered into a loan agreement with the Company for $225,000. The loan
matures on January 1, 2022 and incurs interest at 6% per annum.

PPP Loan

In April 2020, the Company entered into a loan with a lender in an aggregate principal amount of $70,100 pursuant to
the Paycheck Protection Program (“PPP”) under the Coronavirus Aid, Relief, and Economic Security (CARES) Act. The
PPP Loan is evidenced by a promissory note (“Note”). Subject to the terms of the Note, the PPP Loan bears interest at a
fixed rate of one percent (1%) per annum, with the first six months of interest deferred, has an initial term of two years,
and is unsecured and guaranteed by the Small Business Administration. The Company may apply to the Lender for
forgiveness of the PPP Loan, with the amount which may be forgiven equal to the sum of payroll costs, covered rent,
and covered utility payments incurred by the Company during the applicable forgiveness period, calculated in
accordance with the terms of the CARES Act. The loan proceeds were used for payroll and other covered payments and
is expected to be forgiven in 2021 based on current information available; however, formal forgiveness has not yet
occurred as of the date of these financial statements.

SBA EIDL

On April 20, 2020 the Company entered into a loan agreement with the Small Business Administration in the amount
of $340,000 pursuant to the Economic Injury Disaster Loan (EIDL) assistance program. The loan has an interest rate of
3.75% per annum and the installment payment, including principal and interest, of $1,657 per month, will begin twelve

_13_



COMSERO, INC.
NOTES TO FINANCIAL STATEMENTS
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months from the date of the note. The balance of principal and interest will be payable thirty years from the date of the
note if the Company decides to keep the loan.

8. INCOME TAXES

The provision for income taxes for the year ended December 31, 2020 and 2019 consists of the following:

As of Year Ended December 31, 2020 2019

Net Operating Loss S (170,955) S (15,226)
Valuation Allowance 170,955 15,226
Net Provision for income tax S = S =

Significant components of the Company’s deferred tax assets and liabilities at December 31, 2020, are as follows:

As of Year Ended December 31, 2020 2019

Net Operating Loss S (893,475) S (532,516)
Valuation Allowance 893,475 532,516
Total Deferred Tax Asset S = S =

Management assesses the available positive and negative evidence to estimate if sufficient future taxable income will
be generated to use the existing deferred tax assets. On the basis of this evaluation, the Company has determined that
it is more likely than not that the Company will not recognize the benefits of the federal and state net deferred tax
assets, and, as a result, full valuation allowance has been set against its net deferred tax assets as of December 31, 2020.
The amount of the deferred tax asset to be realized could be adjusted if estimates of future taxable income during the
carryforward period are reduced or increased.

As of December 31, 2020, the Company had federal net operating loss (“NOL”) carryforwards of approximately
$732,018. The Company had state NOL carryforwards of approximately $161,404. Utilization of some of the federal and
state NOL carryforwards to reduce future income taxes will depend on the Company’s ability to generate sufficient
taxable income prior to the expiration of the carryforwards. Under the provisions of the Internal Revenue Code, the
NOLs and tax credit carryforwards are subject to review and possible adjustment by the IRS and state tax authorities.
NOLs and tax credit carryforwards may become subject to an annual limitation in the event of certain cumulative
changes in the ownership interest of significant stockholders over a three-year period in excess of 50%, as defined under
Sections 382 and 383 of the Internal Revenue Code, as well as similar state provisions. This could limit the amount of
tax attributes that can be utilized annually to offset future taxable income or tax liabilities. The amount of the annual
limitation is determined based on the value of the Company immediately prior to the ownership change. The Company
has not performed a comprehensive Section 382 study to determine any potential loss limitation with regard to the NOL
carryforwards and tax credits.

The Company recognizes the impact of a tax position in the financial statements if that position is 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, 2020, the Company had no unrecognized tax benefits.

The Company recognizes interest and penalties related to income tax matters in income tax expense. As of
December 31, 2020, the Company had no accrued interest and penalties related to uncertain tax positions.
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The Company is subject to examination for its US federal and Colorado jurisdictions for each year in which a tax return
was filed.

9. SHARE-BASED COMPENSATION

During 2016, the Company authorized the 2016 Equity Incentive Plan (which may be referred to as the “Plan”). The
Company reserved 1,250,000 shares of its Common Stock pursuant to the Plan, which provides for the grant of shares
of stock options, stock appreciation rights, and stock awards (performance shares) to employees, non-employee
directors, and non-employee consultants. The option exercise price generally may not be less than the underlying stock's
fair market value at the date of the grant and generally have a term of ten years. The amounts granted each calendar
year to an employee or nonemployee is limited depending on the type of award. As of December 31, 2020, 389,500
shares are still available to be issued under the Plan.

Stock Options

In 2019, the Company granted 479,954 stock options under the Plan to various employees with a total grant date fair
value of approximately $289,917. The granted options had an exercise price of $0.20, expire in approximately ten years,
and ranged from immediate vesting, to vesting over a four-year period.

In 2020, the Company granted 515,046 stock options under the Plan to various employees with a total grant date fair
value of approximately $309,544. The granted options had an exercise price of $0.20, expire in approximately ten years,

and ranged from immediate vesting, to vesting over a four-year period.

The stock options were valued using the Black-Scholes pricing model with a range of inputs indicated below:

As of December 31, 2020 2019

Expected life (years) 10.00 10.00
Risk-free interest rate 0.62% 2.69%
Expected volatility 85% 85%
Annual dividend yield 0% 0%

Expected volatility - There is currently no active external or internal market for the Company’s shares of Common Stock.
The Company uses the volatility of a publicly traded peer group to estimate the volatility assumption used in the Black-
Scholes option pricing model. The volatility is estimated for a period consistent with the expected term of the options.

Expected Dividend Yield - The Company has assumed a 0% dividend yield because management does not anticipate the
Company will pay regular dividends.

Expected stock optionterm - The expected term for employee stock options represents the period that the stock options
are expected to be outstanding. As the Company does not have sufficient history to estimate the expected life based
upon past experience, giving consideration to contractual terms and vesting provisions of the stock-based awards, the
expected term was determined utilizing the shortcut method in Staff Accounting Bulletin Topic 107 which is basically
the average of the vesting term and the contractual life for the stock option granted. The Company’s expected term for
non-employee options represents the contractual life of the award.

Risk-free interest rate - The Company based the risk-free interest rate used on the implied yield currently available on
U.S. Treasury zero-coupon issued with a remaining term equivalent to the expected term of the stock options.
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Forfeiture rate - The Company records forfeitures in the period incurred.

A summary of the Company’s stock options activity and related information is as follows:

Weighted Average
Number of Weighted Contract Term
Awards Average Exercise (in years)
Outstanding at December 31, 2018 1,034,500 S 0.17 8.81
Granted 479,954 S 0.20
Exercised -
Expired/Cancelled -
Outstanding at December 31, 2019 1,514,454 S 0.18 7.12
Granted 515,046 S 0.20
Exercised -
Expired/Cancelled (584,500) S 0.14
Outstanding at December 31, 2020 1,445,000 S 0.20 7.88
Exercisable Options at December 31, 2020 1,445,000

Stock option expense for the years ended December 31, 2020 and 2019 was $423,484 and $64,999, respectively.
Unrecognized stock option expense was $230,659 at December 31, 2020.

10. COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company leases vehicles and equipment under operating lease arrangements expiring in 2021.

In June 2020 the Company signed a seven-year lease agreement for office and warehouse space in Denver, Colorado.
The agreement expires in September 2027. Monthly base rent for the first three years of the lease is $12,500 per month,
and $25,000 per month for the remaining term. Upon executing the lease, the Company paid a security deposit of
$12,500.

The aggregate minimum annual lease payments under operating leases in effect on December 31, 2020, are as follows:

Year Obligation

2021 S 150,644
2022 150,000
2023 225,000
2024 300,000
Thereafter 750,000
Total future minimum operating lease payments $ 1,575,644

Rent expense for the year ended December 2020 and 2019 was $45,161 and $8,079, respectively.

Capital Lease
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The Company entered into various capital lease arrangements for financing tooling and computer equipment. The lease
periods are five years. The repayments are made monthly and there is an option to purchase the assets at the end of
the leases.

Future minimum lease payments under these capital leases as of December 31, 2020 were as follows:

Year Obligation

2021 125,672
2022 114,837
2023 85,898
2024 78,594
2025 27,163
Total minimum future obligation S 432,164

Contingencies

The Company’s operations are subject to a variety of local and state regulation. Failure to comply with one or more of
those regulations could result in fines, restrictions on its operations, or losses of permits that could result in the
Company ceasing operations.

Litigation and Claims

From time to time, the Company may be involved in litigation relating to claims arising out of operations in the normal
course of business. As of December 31, 2020, there were no pending or threatened lawsuits that could reasonably be
expected to have a material effect on the results of the Company’s operations.

11. SUBSEQUENT EVENTS

The Company has evaluated subsequent events through April 6, 2021, the date the financial statements were available
to be issued.

In February and March 2021, the Company entered into convertible promissory note agreements for total proceeds of
$438,700. The notes have a two-year term and bear interest at a rate of 6% per annum. In the event the Company
consummates a Qualified Financing on or before the repayment date, the principal balance and all accrued and unpaid
interest of the notes shall automatically convert into a number of shares of Qualified Financing Securities equal to the
quotient obtained by dividing (i) the aggregate amount of the principal and accrued and unpaid interest on this Note,
by (ii) the Qualified Financing Conversion Price. The Conversion Price is the lesser of: (i) the product obtained by
multiplying (a) the Discount Multiplier (.80), by (b) the highest cash price per share paid by Investors purchasing Equity
Securities in the Qualified Financing; or (ii) the quotient obtained by dividing (a) the Valuation Cap ($13,600,00) , by (b)
the number of dilutive shares of common stock outstanding.

In February 2021, the Company started a Regulation CF offering on StartEngine for the issuance of shares of commons
stock. Through the issuance date, the Company has raised gross proceeds of approximately $68,000.
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There have been no other events or transactions during this time which would have a material effect on these financial
statements.

12. GOING CONCERN

The accompanying financial statements have been prepared on a going concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. The Company incurred losses
from operations, and had an accumulated deficit of $3,942,375 and $2,534,028 as of December 31, 2020 and 2019,
respectively.

The Company’s ability to continue as a going concern in the next twelve months following the date the financial
statements were available to be issued is dependent upon its ability to produce revenues and/or obtain financing
sufficient to meet current and future obligations and deploy such to produce profitable operating results. Management
has evaluated these conditions and plans to generate revenues and raise capital as needed to satisfy its capital needs.
During the next twelve months, the Company intends to fund its operations through debt and/or equity financing.

There are no assurances that management will be able to raise capital on terms acceptable to the Company. If it is
unable to obtain sufficient amounts of additional capital, it may be required to reduce the scope of its planned
development, which could harm its business, financial condition, and operating results. The accompanying financial
statements do not include any adjustments that might result from these uncertainties.
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