Offering Memorandum: Part II of Offering Document (Exhibit A to Form
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Alelo Inc.
5200 W Century Blvd. Suite 290
Los Angeles, CA 90045
https://www.alelo.com/

Up to $1,069,999.56 in Common Stock at $0.69
Minimum Target Amount: $9,999.48

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



Company:

Company: Alelo Inc.

Address: 5200 W Century Blvd. Suite 290, Los Angeles, CA 90045
State of Incorporation: CA

Date Incorporated: January 03, 2006

Terms:

Equity

Offering Minimum: $9,999.48 | 14,492 shares of Common Stock
Offering Maximum: $1,069,999.56 | 1,550,724 shares of Common Stock
Type of Security Offered: Common Stock

Purchase Price of Security Offered: $0.69

Minimum Investment Amount (per investor): $276.00

*Maximum Number of Shares Offered subject to adjustment for bonus shares. See
Bonus info below.

Investment Incentives and Bonuses®

Time-Based Perks
72-Hour Early Bird Bonus

Invest within the first 72 hours and receive additional bonus shares equal to 15% of
the shares you purchased.

One-Week Early Bird Bonus
Invest within the first week and receive an additional 10% of the shares you purchased.
Two-Week Early Bird Bonus

Invest within the first two weeks and receive an additional 5% of the bonus shares you
purchased.

Amount-Based Perks*

$500 - Exclusive 1-Year Subscription

Normally only available to corporate clients, get an exclusive 1-year individual

subscription to Enskill® EPC or Enskill® English to hone your communication skills
with our Al avatars.

$1,000 - Investor Video Conference

Get the Exclusive 1-Year Subscription perk plus get insider information on Alelo in the
quarterly Investor Video Conference, including what’s new with Alelo, advancements



in Alelo’s cutting-edge technology, and Alelo’s vision moving forward.

$1,500 - Bonus Gift Subscription

Get the Exclusive 1-Year Subscription and Investor Video Conference perks, plus a
bonus gift subscription for someone you know to Enskill® EPC or Enskill® English to
hone his/her communication skills with our Al avatars.

$10,000 - Company Tour + Avatar in Your Image

Spend the night at the Luxe Sunset or Luxe Rodeo Drive and tour Alelo. Plus get an
avatar made in your image! Share it by phone or social media, and we’ll even use your
avatar in our products, if you agree. Airfare to Los Angeles not included.

The 10% Bonus for StartEngine Shareholders

Alelo Inc. will offer 10% additional bonus shares for all investments that are
committed by investors that are eligible for the StartEngine Crowdfunding Inc.
OWWNer's bonus.

This means eligible StartEngine shareholders will receive a 10% bonus for any shares
they purchase in this offering (the “10% Bonus”). For example, if you buy 100 shares
of Common Stock at $0.69 / share, you will receive an extra 10 shares of Common
Stock, meaning you'll own a total of 110 shares of Common Stock for $69. 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 investors 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 cancelled
or fail.

Investors will only receive a single bonus, which will be the highest bonus rate they
are eligible for.

* All of the foregoing perks occur when the offering is completed.

Voting Rights of Securities Sold in this Offering

Voting Proxy. Each investor shall appoint the Chief Executive Officer of the Company
(the "CEO™), or his or her successor, as the investor’s true and lawful proxy and
attorney, with the power to act alone and with full power of substitution, to,
consistent with this instrument and on behalf of the investor, (i) vote all securities, (ii)
give and receive notices and communications, (iii) execute any instrument or
document that the CEO determines is necessary or appropriate in the exercise of its
authority under this instrument, and (iv) take all actions necessary or appropriate in
the judgment of the CEO for the accomplishment of the foregoing. The proxy and
power granted by the investor pursuant to this Section are coupled with an interest.



Such proxy and power will be irrevocable. The proxy and power, so long as the
investor is an individual, will survive the death, incompetency and disability of the
investor and, so long as the investor is an entity, will survive the merger or
reorganization of the investor or any other entity holding the securities. However, this
proxy will terminate upon the closing of a firm-commitment underwritten public
offering pursuant to an effective registration statement under the Securities Act of
1933 covering the offer and sale of Common Stock or the effectiveness of a
registration statement under the Securities Exchange Act of 1934 covering the
Common Stock.

The Company and its Business

Company Overview

Alelo Inc, (the "Issuer”, the "Company”, "we", "us" or "our") uses artificial intelligence
to help people realize their potential, by helping them develop better communication
and interpersonal skills. Alelo developed its technology originally to help military
members quickly learn foreign languages and cultures, helping to reduce conflicts and
even save lives. It now makes this technology available via the cloud to educational
institutions and companies worldwide. Alelo offers subscriptions to its online
products, and also creates custom Al simulations for its larger customers. Over
500,000 people in over 25 countries have used Alelo’s Al simulations and technology
platform. Alelo has a wholly-owned subsidiary, Alelo TLT, LLC, which provides
services to the Federal government.

Competitors and Industry
Our competitors can be categorized in a few separate sectors.

First, major digital language learning providers include Rosetta Stone, Duolingo, and
Memrise; unlike their products Alelo products give learners opportunities to practice
spoken communication in a safe environment and provide them feedback.

Second, major digital training providers include LinkedIn Learning and SkillSoft; their
products make little or no use of Al in the interaction with the learner, resulting in
learning materials that are often boring and tedious and do not vield significant long-
term learning gains.

Third, major talent acquisition technology providers include Talview, Glider,
Montage, and HireView; rather than compete with them, Alelo is pursuing partnership
agreements with talent acquisition platforms to offer Al-driven assessments on their
platforms. Unlike these companies, Alelo has extensive experience and track record in
Al-based learning and patented Al technologies; as more and more learners use Alelo
products, Alelo captures learner data and uses them to continually retrain AI models
and improve system performance.

Current Stage and Roadmap



Alelo’s flagship product is its Enskill® technology platform, which delivers Al
simulations on computers, mobile devices, and virtual reality (VR) displays. Alelo
offers a variety of learning and assessment products that run on Enskill®, Enskill®
English is in use across Latin America and is expanding into China. VCAT (Virtual
Cultural Awareness Trainer) courses have been developed for over 90 countries and
used by over 300,000 people to date. Investment in this offering will permit Alelo to
open its technology platform to third-party developers and transition fully to a
platform business model.

The Team

Officers and Directors

Name: Lewis Johnson
Lewis Johnson's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

e Position: President and CEO
Dates of Service: January 03, 2006 - Present
Responsibilities: Leads company strategy, operations, research and
development, and overall management of the business.

e Position: Chairman of the Board
Dates of Service: May 02, 2019 - Present
Responsibilities: Leadership of the Board of Directors.

o Position: Director
Dates of Service: December 03, 2006 - Present
Responsibilities: Fiduciary responsibility for the Company.

Name: Thomas Lyman Chun

Thomas Lyman Chun's current primary role is with Private investor. Thomas Lyman
Chun currently services <1 hour per week hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

e Position: Director
Dates of Service: January 16, 2012 - Present
Responsibilities: Fiduciary responsibility for the Company.

Name: Richard Koffler

Richard Koffler's current primary role is with Syntouch, Inc.. Richard Koffler currently
services <1 hours per week hours per week in their role with the Issuer.



Positions and offices currently held with the issuer:

e Position: Director
Dates of Service: January 16, 2012 - Present
Responsibilities: Fiduciary responsibility for the Company.

Other business experience in the past three years:

¢ Employer: Syntouch, Inc.
Title: CEO
Dates of Service: May 01, 2019 - Present
Responsibilities: Overall management and strategy

Name: Karen Chiang

Karen Chiang's current primary role is with Independent consultant. Karen Chiang
currently services 2 hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

e Position: Director
Dates of Service: January 18, 2018 - Present
Responsibilities: Fiduciary responsibility for the Company.

Other business experience in the past three years:

e Employer: Pearson, Inc.
Title: VP Sales - Talent and Emerging Markets
Dates of Service: January 01, 2017 - February 01, 2018
Responsibilities: Oversee an in-market professional sales team of ~50 full time
sales and operational and support personnel responsible for selling a full suite of
assessment products to clinical psychologists, healthcare institutions, school
districts, corporations and administrators.

Other business experience in the past three years:

o Emplover: Alelo Inc.
Title: Advisory Board Member
Dates of Service: April 01, 2012 - January 18, 2018
Responsibilities: Advisor to the Company.

Name: Jay "Eli" Eisenberg

Jay "Eli" Eisenberg's current primary role is with Straight Line Management. Jay "Eli"
Eisenberg currently services 1 hours per week in their role with the Issuer.



Positions and offices currently held with the issuer:

e Position: Interim CFO & Consultant
Dates of Service: October 01, 2016 - Present
Responsibilities: Eli provides consulting services to the Company through his
business, Straight Line Management. Eli's service also includes acting as interim
CFO for the Company where he handles financial management.

Other business experience in the past three years:

¢ Employer: Straight Line Management
Title: Founder & CEO
Dates of Service: November 01, 1991 - Present
Responsibilities: Straight Line Management provides growing companies with
senior-level expertise in finance, strategic planning, and business management
on a part-time or project basis. Eli runs all business aspects as CEO.

Name: Cliff Kamida
Cliff Kamida's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

® Position: Vice President, Production
Dates of Service: December 01, 2011 - Present
Responsibilities: Management of operations

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:

Our patents and other intellectual property could become unenforceable or
ineffective.

One of the Company's most valuable assets is its intellectual property. We currently
hold 2 issued patents, as well as a number of trademarks, copyrights, Internet domain
names, and trade secrets. We have an additional patent pending. We believe the most
valuable component of our intellectual property portfolio is our patents and their



realization in software. Much of the Company’s current value depends on the strength
of these patents. The Company intends to continue to file additional patent
applications and build its intellectual property portfolio as we discover new
technologies related to Al-based training and assessment.

There are several potential competitors who are better positioned than we are to take
the majority of the market.

We may compete with larger, established companies who currently have products on
the markets and/or various respective product development programs. They have
much better financial means and marketing/sales and human resources than us. They
do not currently have products similar to Enskill®, but they might attempt to do so.
They might 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 that competition will intensify.

Your rights to sell these securities are restricted.

These securities have not been registered under the Securities Act of 1933, as
amended. These securities may not be offered, sold, or otherwise transferred, pledged,
or hypothecated except as permitted under the Act and applicable state securities laws
pursuant to registration or an exemption therefrom.

Our financial projections are only estimates.

There can be no assurance that the company will meet those projections. There can be
no assurance that there is sufficient demand for the Company's products, that people
think they are a better option than the competition and are priced at a level that
allows the Company to make a profit and still attract business.

Creditors might demand payment of outstanding debts.

The Company has outstanding promissory notes requiring balloon payments when
they fall due. It is possible that a creditor will refuse to renegotiate to renew these
notes when they fall due and demand immediate payment, at which time the Company
might be unable to comply.

General

Certain statements contained in this Offering Memorandum constitute “forward-
looking statements” that can be identified by the use of forward-looking terminology
such as “may,” “will,” “should,” “expect,” “anticipate,” “estimate,” “intend,”
“continue” or “believe” or the negatives thereof or other variations thereon or other
comparable terminology. Due to various risks and uncertainties, including those set
forth below, actual events or results or the actual performance of the Company may
differ materially from those reflected or contemplated in such forward-looking
statements.

Uncertain Risk
An investment in our Common Stock 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 of our Common Stock should only be undertaken by persons
whose financial resources are sufficient to enable them to indefinitely retain an
illiquid investment. Each investor should consider all of the information provided to
such potential investor regarding the Company as well as the following risk factors, in
addition to the other information listed in this Offering Memorandum. The following
risk factors are not intended, and shall not be deemed to be, a complete description of
the commercial and other risks inherent in the investment in the Company.

Any valuation at this stage is difficult to assess

The valuation for this offering was established by the Company. Unlike listed
companies that are valued publicly through market-driven stock prices, the valuation
of private companies, especially early-stage startup companies, is difficult to assess
and yvou may risk overpaying for your investment.

There is no public market for the Company’s Common Stock, and it is not expected
that any market will develop in the foreseeable future.

The shares of Common Stock sold in this offering will not be registered under the
Securities Act of 1933, as amended (the “Securities Act”). You will be required to make
investment representations agreeing to restrictions on transfer necessary to satisfy
the requirements of such exemption, and certificates representing the shares will bear
legends indicating they are so restricted. Consequently, you may not be able to
liquidate your investment and should be prepared to hold the shares for an indefinite
period.

The securities being offered have not been registered under the Securities Act in
reliance, among other exemptions, on the exemptive provisions of Section 4(a)(6)
ofthe Securities Act and Regulation Crowdfunding promulgated thereunder

Similar reliance has been placed on available exemptions from securities registration
or qualification requirements under applicable state securities laws. No assurance can
be given that any offering currently qualifies or will continue to qualify under one or
more of such exemptive provisions due to, among other things, the adequacy of
disclosure and the manner of distribution, the existence of similar offerings in the past
or in the future, or a change of any securities law or regulation that has retroactive
effect. If, and to the extent that, claims or suits for rescission are brought and
successfully concluded for failure to register any offering or other offerings or for acts
or omissions constituting offenses under the Securities Act, the Securities Exchange
Act of 1934, as amended, or applicable state securities laws, the Company could be
materially adversely affected, jeopardizing the Company’s ability to operate
successfully. Furthermore, the human and capital resources of the Company could be
adversely affected by the need to defend actions under these laws, even if the
Company is ultimately successful in its defense. Compliance with the criteria for
securing exemptions under federal securities laws and the securities laws of the
various states is extremely complex, especially in respect of those exemptions
affording flexibility and the elimination of trading restrictions in respect of securities
received in exempt transactions and subsequently disposed of without registration
under the Securities Act or state securities laws.



The Company may not pay dividends for the foreseeable future.

Although the holders of Common Stock are entitled to receiving dividends, as stated
in the Company’s Articles of Incorporation (as amended), holders of Common Stock
are not guaranteed to receive any dividends from the Company. Accordingly, if you
anticipate the need for current dividends or income from an investment in the
Company’s Common Stock you should not purchase any of the securities offered in
the offering.

The Company may not achieve an exit

Like many other businesses, there are three primary ways to monetize the Company
for its investors: (1) grow the business as a revenue generating entity that pays
dividends to its stockholders from its operations; (2) grow the business into an
attractive acquisition target and sell it; and (3) pursue an initial public offering. The
Company does not plan to make distributions of profits to investors but may do so in
amounts and at such times as management deems appropriate in its sole discretion.
The Company can give no assurances that it will achieve any of these paths to
liquidity.

Terms of subsequent financings may adversely impact your investment

We will likely need to engage in debt and/or equity financings in the future, which
may reduce the value of vour investment in our Common Stock. The extent of such
possible reduction is difficult to predict in advance. Interest on debt securities could
increase costs and negatively impact our operating results. Preferred stock could be
issued in one or more series from time to time with such designation, rights,
preferences, and limitations as needed to raise capital. The terms of a future preferred
stock financing could be more advantageous to those investors than to the holders of
our Common Stock. In addition, if we need to raise more equity capital from another
sale of our Common Stock, institutional or other investors may negotiate terms that
are likely to be more favorable than the terms of vour investment in this offering, and
possibly a lower purchase price per share.

Management Discretion as to Use of Proceeds

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

Officers and directors are entitled to certain protections from the Company

The Company will indemnify the officers and directors of the Company, as well as
certain persons serving in certain other capacities at the request of the Board (each, an
“Indemnitee™), for losses which arise out of acts or omissions of such Indemnitee
under certain circumstances. While the Company may purchase insurance for the
payment of such indemnity obligations, such coverage may be insufficient for a
particular claim, and existing claims may limit its ability to obtain or continue to
maintain such insurance coverage at a reasonable cost.



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 will not have been reviewed by
our independent accountants. These projections will be based on assumptions which
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.

Additional Unforeseen Risks

In addition to the risks described in this section, and elsewhere in this Offering
Memorandum, other risks not presently foreseeable could negatively impact the
Company’s business, could disrupt its operations and could cause the Company to fail.
Ultimately, yvou bear the risk of a complete and total loss of your investment.

Certain other factors may affect future success

Any continued future success that the Company might enjoy will depend upon many
factors, including factors beyond the control of the Company and/or which cannot be
predicted at this time. These factors may include but are not limited to changes in or
increased levels of competition, including the entry of additional competitors and/or
increased success by existing competitors; changes in general economic conditions;
increases in labor and/or operating costs; the Company’s ability to generate sufficient
demand, expand its customer base and retain key customers; and reduced margins
caused by competitive pressures, and/or other increased operating costs. These
conditions may have a material adverse effect upon the Company’s business,
operating results, and financial condition.

Minority Holder; Securities with Voting Rights

The common stock that an investor is buying has voting rights attached to them.
However, you will be part of the minority shareholders of the Company and have
agreed to appoint the Chief Executive Officer of the Company (the “CEO™), or his or
her successor, as your voting proxy. You are trusting in management’s discretion in
making good business decisions that will grow your investments. Furthermore, in the
event of a liquidation, you will only be paid out if there is any cash remaining after all
of the creditors of the Company have been paid out, and after priority liguidation
preferences for equity securities, if any, 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 your investment.

If the Company incurs debt, there may be risks associated with such borrowing
Management of the Company has the unrestricted right to cause the Company to
borrow money. [f the Company incurs indebtedness, a portion of its cash flow will
have to be dedicated to the payment of principal and interest on such indebtedness.



Typical loan agreements also might contain restrictive covenants, which may impair
the Company’s operating flexibility. Such loan agreements would also provide for
default under certain circumstances, such as failure to meet certain financial
covenants. A default under a loan agreement could result in the loan becoming
immediately due and payable and, if unpaid, a judgment in favor of such lender which
would be senior to the rights of stockholders of the Company. A judgment creditor
would have the right to foreclose on any of the Company’s assets resulting in a
material adverse effect on the Company’s business, operating results or financial
condition.

The Company is not subject to Sarbanes-Oxley regulations and may lack the financial
controls and procedures of public companies

The Company may not have the internal control infrastructure that would meet the
standards of a public company, including the requirements of the Sarbanes Oxley Act
of 2002. As a privately-held (non-public) company, the Company is currently not
subject to the Sarbanes Oxley Act of 2002, and its financial and disclosure controls and
procedures reflect its status as a development stage, non-public company. There can
be no guarantee that there are no significant deficiencies or material weaknesses in
the quality of the Company’s financial and disclosure controls and procedures. If it
were necessary to implement such financial and disclosure controls and procedures,
the cost to the Company of such compliance could be substantial and could have a
material adverse effect on the Company’s results of operations.

Our products could fail to achieve the sales projections we are expecting

Our growth projections are based on an 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 products currently have. It is possible that our products will fail
to gain market acceptance for any number of reasons. If our products fail to achieve
significant sales and acceptance in the marketplace, this could materially and
adversely impact the value of your investment.

The success of the Company’s business depends on its ability to effectively market and
sell its product and related services

The Company’s ability to establish effective marketing and advertising campaigns is
the key to its success and meeting its sales projections. The Company’s
advertisements promote its corporate image, product and related services. If the
Company is unable to increase awareness of its brand, product and related services,
the Company may not be able to attract new customers. The Company’s marketing
activities may not be successful in promoting the product and related services the
Company sells or in retaining and increasing its customer base. The Company cannot
assure you that its marketing programs will be adequate to support its future growth,
which may result in a material adverse effect on its results of operations.

We face significant market competition

We will compete with larger, established companies who 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.

We have existing patents that we might not be able to protect properly

One of the Company's most valuable assets is its intellectual property. The Company's
owns patents, trademarks, copyrights, Internet domain names, and trade secrets. We
believe one of the most valuable components of the Company is our intellectual
property portfolio. Due to the value, competitors may misappropriate or violate the
rights owned by the Company. The Company intends to continue to protect its
intellectual property portfolio from such violations. It is important to note that
unforeseeable costs associated with such practices may reduce the working capital
available the Company. Our failure to obtain or maintain adequate protection for our
intellectual property rights for any reason could hurt our competitive position.

Our intellectual property could be unenforceable or ineffective

Intellectual property is a complex field of law in which few things are certain. It is
possible that competitors will be able to design around our intellectual property, find
prior art to invalidate it, or render the patents unenforceable through some other
mechanism. If competitors are able to bypass our intellectual property protections
without obtaining a sublicense, it is likely that the Company’s value will be materially
and adversely impacted. This could also impair the Company’s ability to compete in
the marketplace. Moreover, if our trademarks and copyrights are deemed
unenforceable, the Company will almost certainly lose any potential revenue it might
be able to raise by entering into sublicenses. This would cut off a significant potential
revenue stream for the Company. We currently hold 2 issued patents, as well as a
number of trademarks, copyrights, Internet domain names, and trade secrets. We have
an additional patent pending. We believe the most valuable component of our
intellectual property portfolio is our patents and their realization in software. Much of
the Company's current value depends on the strength of these patents. The Company
intends to continue to file additional patent applications and build its intellectual
property portfolio as we discover new technologies related to Al-based training and
assessment.

The cost of enforcing our patents, trademarks and copyrights could prevent us from
enforcing them

Patent, trademark and copyright litigation has become extremely expensive. Even if
we believe that a competitor is infringing on one or more of our patents, trademarks
or copyrights, we might choose not to file suit because we lack the cash to successfully
prosecute a multi-year litigation with an uncertain outcome; or because we believe
that the cost of enforcing our patent(s), trademark(s) or copyright(s) outweighs the
value of winning the suit in light of the risks and consequences of losing it; or for some
other reason. Choosing not to enforce our patent(s), trademark(s) or copyright(s)
could have adverse consequences for the Company, including undermining the
credibility of our intellectual property, reducing our ability to enter into sublicenses,



and weakening our attempts to prevent competitors from entering the market. As a
result, if we are unable to enforce our patent(s), trademark(s) or copyright(s) because
of the cost of enforcement, your investment in the Company could be significantly and
adversely affected.

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

To be successful, the Company requires capable people to run its day to day
operations. As the Company grows, it will need to attract and hire additional service
providers in sales, marketing, design, development, operations, finance, legal, human
resources and other areas. Depending on the economic environment and the
Company’s performance, we may not be able to locate or attract qualified individuals
for such positions. We may also make hiring mistakes, which can be costly in terms of
resources spent in recruiting, hiring and investing in the incorrect individual and in
the time delay in locating the right fit. If we are unable to attract, hire and retain the
right talent or make too many hiring mistakes, it is likely our business will suffer from
not having the right service providers in the right positions at the right time. This
would likely adversely impact the value of your investment.

The Company is vulnerable to hackers and cyber-attacks

As an internet-based business, we may be vulnerable to hackers who may access the
data of our investors and customers that utilize our platform. Further, any significant
disruption in service on Alelo or in its computer systems could reduce the
attractiveness of the platform and result in a loss of investors and customers
interested in using our platform. Further, we rely on a third-party technology provider
to provide some of our back-up technology. Any disruptions of services or cyber-
attacks either on our technology provider or on Alelo could harm our reputation and
materially negatively impact our financial condition and business.

Creditors might demand payment of outstanding debts

The Company has outstanding promissory notes requiring balloon payments when
they become due. It is possible that a creditor will refuse to renegotiate to renew these
notes when they become due and may demand immediate payment, at which time the
Company might be unable to comply.

Concurrent Share Offering

The Company is concurrently offering shares of preferred stock at $0.69 per share,
limited to accredited investors who purchase a minimum of $10,000 worth of shares.
Purchasers of common stock in this offering will receive securities with fewer rights
than the preferred stock, which has full voting rights, the right to purchase additional
shares to protect against dilution, and preferential rights to proceeds in the event of
liquidation.

The Company has incurred losses in the past and anticipates that it may incur losses in
the future

The Company has incurred losses in some years and anticipates that it may incur
losses in the future. The Company has financed its operations primarily through



private offerings of equity securities and debt and the sales of its services. The
Company expects its research and development expenses to continue in connection
with its services and other development activities. The Company also expects that its
general and administrative expenses will continue to increase due to the additional
operational and regulatory burdens applicable to technology companies. As a result,
the Company expects it may continue to incur operating losses in the future. These
losses, among other things, have had and will continue to have an adverse effect on
the Company’s stockholders’ equity. The Company may not have enough funds to
sustain its business until it becomes profitable. Even if the Company raises funds
through a crowdfunding round, the Company may not accurately anticipate how
quickly it may use such funds and if such funds are sufficient to bring the business to
sustained profitability.



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
Lewis Johnson 7,267,310 Common Stock 51.44
Lewis Johnson 545,363 Preferred Stock 51.44

The Company's Securities

The Company has authorized Common Stock, and Preferred Stock. As part of the
Regulation Crowdfunding raise, the Company will be offering up to 1,550,724 of
Common Stock.

Common Stock

The amount of security authorized is 30,000,000 with a total of 12,461,691
outstanding.

Voting Rights
Each holder of our common stock is entitled to one vote per share held.

Material Rights
Voting Rights of Securities Sold in this Offering

Voting Proxy. Each Subscriber shall appoint the Chief Executive Officer of the
Company (the “CEQ”), or his or her successor, as the Subscriber’s true and lawful
proxy and attorney, with the power to act alone and with full power of substitution, to,
consistent with this instrument and on behalf of the Subscriber, (i) vote all Securities,
(ii) give and receive notices and communications, (iii) execute any instrument or
document that the CEO determines is necessary or appropriate in the exercise of its
authority under this instrument, and (iv) take all actions necessary or appropriate in
the judgment of the CEO for the accomplishment of the foregoing. The proxy and
power granted by the Subscriber pursuant to this Section are coupled with an interest.
Such proxy and power will be irrevocable. The proxy and power, so long as the
Subscriber is an individual, will survive the death, incompetency and disability of the
Subscriber and, so long as the Subscriber is an entity, will survive the merger or
reorganization of the Subscriber or any other entity holding the Securities. However,
the Proxy will terminate upon the closing of a firm-commitment underwritten public
offering pursuant to an effective registration statement under the Securities Act of
1933 covering the offer and sale of Common Stock or the effectiveness of a
registration statement under the Securities Exchange Act of 1934 covering the
Common Stock.



Dividend Rights

Subject to preferences that may be granted to holders of our preferred stock, holders
of shares of common stock ("Common Shares") are entitled to receive ratably such
dividends as may be declared by the Company’s Board of Directors (the “Board™) out
of funds legally available therefore as well as any distribution to the shareholders. The
pavment of dividends on the Common Shares will be a business decision to be made
by the Board from time to time based upon the results of our operations, our financial
condition and any other factors that the Board considers relevant. Payment of
dividends on the Common Shares may be restricted by law, loan agreements,
indentures and other transactions entered into by us from time to time. The Company
has never paid a dividend and does not intend to pay dividends in the future, which

means that shareholders may not receive any return on their investment from
dividends.

Rights to Receive Liquidation Distributions

In the event of any liquidation event, after the payment or setting aside for payment
to the holders of our preferred stock, the entire remaining assets of the Company
legally available for distribution shall be distributed pro-rata to the holders of our
common stock in proportion to the number of Common Shares held by them.

Rights and Preferences

The rights, preferences, and privileges of the holders of our common stock are subject
to and may be adversely affected by, the rights of the holders of shares of any series of
our preferred stock and any additional classes of preferred stock that we may
designate in the future.

Preferred Stock
The amount of security authorized is 12,000,000 with a total of 2,724,977 outstanding.
Voting Rights

Each holder of shares of our FlashSeed Preferred Stock ("Preferred Shares") is entitled
to the number of votes equal to the number of Common Shares into which the
Preferred Shares held by such holder could be converted as of the record date. The
holders of Preferred Shares are entitled to vote on all matters on which the Common
Shares are entitled to vote. Fractional votes are not, however, permitted and any
fractional voting rights are disregarded.

Material Rights
Dividend Rights

In the event that dividends are paid on any Common Shares (other than dividends on
Commeon Shares payable in additional shares of common stock), the Company shall
pay a dividend on all outstanding Preferred Shares in a per share amount equal (on an



as-if-converted-to-common-stock basis) to the amount paid or set aside for each
Common Share.

Rights to Receive Liquidation Distributions

In the event of any liquidation event, the holders of Preferred Shares are entitled to
receive, prior and in preference to any distribution of any of the assets of the
Company to the holders of the Common Shares by reason of their ownership of such
stock, an amount per share for each Preferred Share held by them equal to the greater
of (i) liquidation preference for such Preferred Share and (ii) such amount per share as
would have been payable had all Preferred Share been converted into Common Stock
immediately prior to such liquidation event. If upon a liguidation event, the assets of
the Company legally available for distribution to the holders of the Preferred Shares
are insufficient to permit the payment to such holders of the full amounts specified in
this section, then the entire assets of the Company legally available for distribution
shall be distributed with equal priority and pro-rata among the holders of the
Preferred Shares in proportion to the full amounts they would otherwise be entitled to
receive.

Rights and Preferences

The rights, preferences, and privileges of the holders of Preferred Shares are subject to
and may be adversely affected by, the rights of the holders of shares of any series of
any additional classes of our Preferred Stock that we may designate from time to time
in the future.

What it means to be a minority holder

As a minority holder of Common Stock of the Company, yvou will have limited rights in
regards 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. Each investor's stake in the
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
you own will decrease, even though the value of the Company may increase. You will
own a smaller piece of a potentially larger company. This increase in the number of
shares outstanding could result from a subsequent 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 notes, preferred shares or warrants) into stock.

If we decide to issue more shares, an investor could experience value dilution, with



each share being worth less than before (primarily due to our sale of securities at a
lower valuation than in earlier offerings, also referred to as a “down round™), 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
(although this typically occurs only if we offer dividends, and most early-stage
companies are unlikely to offer dividends, preferring to invest any earnings into the
Company).

If you are making an investment expecting to own a certain percentage of the
Company or expecting each share to hold a certain amount of value, it is important to
realize how the value of those shares can decrease by actions taken by the Company.
Dilution can make drastic changes to the value of each share, ownership percentage,
voting control, and earnings per share.

Transferability of securities

For a year, the securities can only be resold:
e [nanIPO;
e To the company;
e To an accredited investor; and

¢ To a 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 vears:

¢ Name: FlashSeed Preferred Stock
Type of security sold: Equity
Final amount sold: $1,505,231.00
Number of Securities Sold: 2,398,889
Use of proceeds: Product development, marketing and company operations.
Date: January 31, 2018
Offering exemption relied upon: 506(c)

e Name: Preferred Stock
Type of security sold: Equity
Final amount sold: $200,000.62
Number of Securities Sold: 289,856
Use of proceeds: Research & development, marketing and company operations.
Date: September 26, 2017
Offering exemption relied upon: 506(c)



e Name: Preferred Stock
Type of security sold: Equity
Final amount sold: $25,000.08
Number of Securities Sold: 36,232
Use of proceeds: Research & development, marketing and company operations.
Date: June 06, 2019
Offering exemption relied upon: 506(c)

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:

The Company has generated revenues since the first vear of its operation. Initially,
these revenues came from development projects for the US Government, together with
some licenses for off-the-shelf products. This business has provided revenues over the
history of the Company but has low margins and revenues have been vulnerable to
contracting delays, program funding cuts, and government shutdowns.

Starting four years ago the Company made the decision to transition from a project-
based business model to a business model relying predominantly upon recurring
revenue from subscriptions of products served on our cloud-based Enskill platform.
The advantage of the subscription-based approach is that revenue scales linearly with
the number of registered users while operating costs scale very gradually as the
number of registered users increases. We targeted new commercial customers that are
amenable to entering into recurring revenue contracts that pay higher margins than
development projects. 2018 through 2020 began to show results from this transition.

Year ended December 31, 2020, compared to the year ended December 31, 2019
Revenue

Revenue in 2020 was $1.412M, down 24% from 2019. The decrease was almost entirely
in Q4 and was due to two factors. One of our major Government sponsors, the Defense



Human Resource Agency (DHRA), had its budget slashed in Q4, forcing it to cancel
contracts with Alelo and other suppliers. Our largest university customer, Laureate
International Universities, underwent severe downsizing and also canceled its
contracts with external vendors. DHRA had its budget restored by the incoming Biden
administration, enabling it to resume business with Alelo. Alelo won significant new
awards in early 2021, such as a $100,000 award from the XPRIZE Foundation, which
more than make up for the loss of revenue from Laureate International Universities.

Cost of revenue

The cost of sales in 2020 was $523,847, down 24% from 2019. The cost of revenue on
development projects is a function of labor costs, which grow and decrease in
proportion to the work to be done.

Operating expenses

Operating expenses in 2020 were $1.545M, down 5% from 2019. R&D expenditures
decreased 15%, and administrative expenses decreased 1%. Sales and marketing
expenditures increased by 9%, with the goal of increasing future revenues.

Historical results and cash flows:

Company revenues come from two sources: custom course development and product
subscriptions. Custom course development involves significant labor costs. Our cloud-
based products in contrast have low labor costs and operating costs, and scale easily to
large numbers of users; as the number of users increases the gross margin percentage
from operations also increases. Therefore, as the proportion of company revenues
from product subscriptions increases, the overall gross margin percentage and
profitability tend to increase as well.

Historically, the proportion of revenues from product revenues has been small, but
investors should not expect that to be the case in the future, as demand for
subscription products increases.

Liquidity and Capital Resources

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

Since its inception, the Company has raised a total of $2,306,786 through the sale of
preferred stock and convertible notes which converted into preferred stock.
Concurrent with this offering, the Company is seeking to raise up to an additional $3
million from accredited investors through the sale of additional preferred stock in the
Company's Preferred Stock series, which have the following terms: (1) preferential
rights to receiving distributions upon liquidation of the Company; (2) the right to
convert into common stock, initially at a conversation rate of 1:1; (3) automatic
conversion to common stock upon the closing



of a public offering or the election of the holders of the majority of then outstanding
shares of preferred stock; (4) voting rights equal to the number of common shares
issuable upon conversion; (5) only those separate rights to approve corporate
transactions and changes to the rights of the shares that are specifically required
under the laws of the State of California.

The number of registered Enskill users is steadily increasing. If this trend continues,
the Company may become profitable later this year. The additional funds that we raise
through this offering will enable the Company to launch new Enskill products more
quickly and reach a wider audience.

In the past two years, the principal founder has lent the Company funds on a short-
erm basis to get through periods of low liquidity. This may happen again from time to
time until the Company builds a sufficient cash reserve.

The following is a balance sheet summary as of December 31, 2020.
Total assets: $455,722
Total liabilities: $2,208,422

Total shareholders' equity: $(1,752,700)

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

In the past two years, the principal founder has lent the Company funds on a short-
term basis to get through periods of low liquidity. This may happen again from time to
time until the Company builds a sufficient cash reserve.

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?)

The Company has ongoing revenues, which contribute to its viability. The ability of
the Company to continue as a going concern in the next twelve months is dependent

upon its ability to produce additional revenues and/or obtain financing sufficient to
meet current and future obligations.

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 amount, expenses will not change significantly
except for the additional funds allocated to marketing. If revenues continue at current
levels the Company will be able to continue to operate for at least two months.



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

If the Company raises its maximum funding goal, it will be able to operate for 12
months or more.

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

If the Company requires additional capital in the future it will undertake an additional
capital raise, either from institutional investors or through a private placement.

Indebtedness

¢ Creditor: Bank of the West
Amount Owed: $343,658.00
Interest Rate: 5.6%
Maturity Date: March 01, 2022
As of December 31, 2020, the Company had an outstanding term loan to Bank of
the West with a balance of $343,658. This bears interest of 5.6% per annum, and
falls due on March. 1, 2022. The debt is secured by property of Alelo’s subsidiary
Alelo TLT, LLC.

e Creditor: Eugene Hale, Sr.
Amount Owed: $122,997.00
Interest Rate: 6.5%
Maturity Date: December 31, 2022
Secured by Alelo’s intellectual property. Starting from 2016 to 2018, the
Company received several loans from one of its shareholders, Eugene Hale, in
the total aggregate amount of $700,000. No agreement was put in place for these
loans. In 2018, $500,000 was converted to 724,638 shares of Preferred Stock, and
the Company made a monthly interest of $2,000 on the remainder balance of
$200,000.

e Creditor: W. Lewis Johnson
Amount Owed: $821,440.00
Interest Rate: 6.5%
Maturity Date: August 31, 2022
Secured by Alelo’s intellectual property. On July 31, 2019, the Company received
a loan from one of its shareholders, Lewis Johnson, in the amount of $825,300.
The loan carries an interest rate of 6.5% per annum and matures on July 30, 2020.
As of December 31, 2020, the loan has an outstanding balance of $821,440 and



complete amount is classified as current.

e Creditor: R. Ann Johnson Estate
Amount Owed: $42,000.00
Interest Rate: 6.5%
Maturity Date: May 31, 2021
Secured by Alelo’s intellectual property. As of December 31, 2020, this loan has
an outstanding balance of $42,000 and complete amount is classified as current.

¢ Creditor: R. Ann Johnson Estate
Amount Owed: $49,000.00
Interest Rate: 6.5%
Maturity Date: August 20, 2020
Secured by Alelo’s intellectual property. As of December 31, 2020, this loan has
an outstanding balance of $49,000 and complete amount is classified as current.

e Creditor: R. Ann Johnson Estate
Amount Owed: $349,000.00
Interest Rate: 6.5%
Maturity Date: March 31, 2022
Secured by Alelo’s intellectual property. The Company has a total of 11 Secured
by Alelo’s intellectual property. As of December 31, 2020, this loan has an
outstanding balance of $349,000 and complete amount is classified as current.

Related Party Transactions

e Name of Entity: William Lewis Johnson
Relationship to Company: 20%+ Owner
Nature / amount of interest in the transaction: William Lewis Johnson, an owner,
provided a loan to the company.
Material Terms: On July 31, 2019, the Company received a loan from one of its
shareholder Lewis Johnson in the amount of $825,300. The loan carries an
interest rate of 6.5% per annum and matures on July 30, 2020. As of December
31, 2019, the loan has an outstanding balance of $773,748 and complete amount
is classified as current.

¢ Name of Entity: R. Ann Johnson Estate
Names of 20% owners: William Lewis Johnson and Richard Lawrence Johnson
Relationship to Company: Estate of family member
Nature / amount of interest in the transaction: The company has a total of 11
outstanding loans from one of its shareholders R. Ann Johnson Estate for a
combined amount of $305,000.
Material Terms: The loans are secured by Alelo intellectual property. The loans
carry an interest rate of 6.5% per annum and mature in 12 months. As of March
31, 2020, the loans are all classified as current.



Valuation

Pre-Money Valuation: $10,478,800.92
Valuation Details:

QOur valuation was determined based on the post-money valuation used in the last
investment round of the company as of 12/31/19. The valuation is calculated based on
internal rate of return (IRR) from future revenues, and has not changed significantly
since the last investment round. The valuation takes into account the assets of the
business including our intellectual property, management team, customers and ideas.
The valuation was created internally without a formal third-party consultation.

Use of Proceeds

If we raise the Target Offering Amount of $9,999.48 we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

e Marketing
50.0%
These funds will be used to raise broader awareness of our Enskill @ platform,
particularly among corporate customers. Target sectors include financial
services, hospitality, and retail.

o Working Capital
46.5%
These funds will provide the Company a cash reserve that it can apply to pursue
emerging opportunities, e.g., meet unanticipated requirements in particular
sectors.

If we raise the over allotment amount of $1,069,999.56, we plan to use these proceeds
as follows:

e StartEngine Platform Fees
3.5%

o Marketing
50.0%
Additional marketing resources will enable us to build further demand for our
Enskill® platform. A portion of these funds will also be used to support our
marketing efforts through our subsidiary, Alelo TLT, LLC.

e Research & Development
46.5%



Additional funds will enable the Company to open up Enskill® to 3rd-party
developers in order to build further demand for Enskill®. These funds will also
be used to support our work through our subsidiary, Alelo TLT, LLC.

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://www.alelo.com/ (www.alelo.com/annualreports).

The Company must continue to comply with the ongoing reporting requirements
until:

(1) 1t 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) 1t 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/alelo



Investing Process

See Exhibit E to the Offering Statement of which this Offering Memorandum forms a
part.



EXHIBIT B TO FORM C

FINANCIAL STATEMENTS AND INDEPENDENT ACCOUNTANT'S REVIEW FOR Alelo Inc.

[See attached]
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FINANCIAL STATEMENTS
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INDEPENDENT ACCOUNTANT'S REVIEW REPORT

To the Board of Directors of
Alelo Inc
Los Angeles, California

We have reviewed the accompanying financial statements of Alelo, Inc (the "Company,”), which comprise the
balance sheet as of December 31, 2020 and December 31, 2019, and the related statement of operations,
statement of shareholders’ equity (deficit), and cash flows for the year ending December 31, 2020 and December
31, 2019, and the related notes to the financial statements. A review includes primarily applying analytical
procedures to management's financial data and making inguiries of company management. A review is
substantially less in scope than an audit, the objective of which is the expression of an opinion regarding the
financial statements as a whaole. Accordingly, we do not express such an opinion.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes 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.

Accountant’s Responsibility

Our responsibility is to conduct the review in accordance with Statements on Standards for Accounting and
Review Services promulgated by the Accounting and Review Services Committee of the AICPA. Those standards
require us to perform procedures to obtain limited assurance as a basis for reporting whether we are aware of
any material modifications that should be made to the financial statements for them to be in accordance with
accounting principles generally accepted in the United States of America. We believe that the results of our
procedures provide a reasonable basis for our conclusion.

Accountant’s Conclusion

Based on our review, we are not aware of any material modifications that should be made to the accompanying
financial statements in order for them to be in conformity with accounting principles generally accepted in the
United States of America.

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,

%@tﬁam rS

April 9, 2021
Los Angeles, California



ALELO, INC.

BALANCE SHEET
As of December 31, 2020 2019
(USD 5 in Dollars, except per share data)
ASSETS
Current Assets:
Cash & cash equivalents 5 39,069 20,839
Accounts receivable—net 10,388 193,651
Prepaid expenses and other current assets 14,302 19,801
Total current assets B63,759 234,291
Intangible assets, net 340,100 375,844
Security deposit 51,864 58,893

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:

S 455722 5 669,028

Accounts payable 5 144,600 5 131,786
Credit Card 02,091 78,562
Current portion of Loan payable 343 658 420,658
Current portion of shareholder loan 1,134,437 1,133,683
Other current liabilities 243,636 309,378
Total current liabilities 1,958,422 2,074,065
Loan - -
Shareholder loan 250,000 -
Total liabilities 2,208,422 2,074,065
STOCKHOLDERS' EQUITY
Common Stock 13,041 12,462
Preferred Stock 2,740 2,725
Equity Issuance Costs (178,556) -
Additional paid-in capital 2,306,786 1,961,739
Retained earnings/(Accumulated Deficit) (3,896,710) (3,381,964)
Total stockholders’ equity (1,752,700} (1,405,038)
Total liabilities and stockholders' equity 5 455,722 § 669,028

See accompanying notes to financial statements,



ALELO, INC.
STATEMENTS OF OPERATIONS

For Fiscal Year Ended December 31,

(USD 5 in Dollars, except per share data)
Net revenue

Cost of goods sold

Gross profit

Operating expenses
General and administrative
Research and development
Total operating expenses

Operating income/{loss)

Interest expense

Other Loss/(Income)
Incame/f(Loss) before provision for income taxes
Provision/{Benefit) for income taxes

Net income/(Net Loss)

2020 2019

g 1,411,771 % 1,850,517
523,847 692,853
887,924 1,157,664
1,208,941 1,223,655
336,088 396,975
1,545,029 1,620,631
(657,105) (462,967)
78,181 119,652
(220,410) (2,925)
(514,876) (579,694)

(130) 3,220

g (514,746) $  (582,914)

See accompanying notes to financial statements.



ALELO, INC.
STATEMENTS OF CHANGES IN STOCKHOLDERS” EQUITY

Additional Equity Total
Cammon Stock Praferrad Stock Paid-In (PR e Actumulated Stockholders”

i thaousamnds, SL5) Shares Amauant Shares Amaunt Capltal Casts Deeficit Equity
Balance —December 31, 2018 12469191 5 12469 $GEB. 745 5 2,689 % 1,BB5745 4 (2, 799.050) 5 (B98.147)
Hiet | noomay{loss | - - - - - (582914} (5H2.914)
Sharebased compensation 1,174 1.174
Repurchase of comemon shares 7. 500) 7.5 (143) 1150
Issuance of preferred shares - - 36,232 36 74,554 - 75,000
Balance —December 31, 2018 12 461681 & 12462 2724877 &% 2725 % 1861739 £ [33mi%e4) & {1,408 03&)
Met i ncome/(loss) (514,746} (514,746)
Capital raised on Crowdfunding 548,983 549 292,495 (178,556) 114,488
lssuance af prefesred sharas 14,493 14 49,986 50,000
Sharedbased compensation 586,338 1,945 1995
Excerise oplions 30,000 £l L0 &0
Balanie—December 31, 2020 13637 012 13,041 2. 739470 2,740 2 306, 7RE 1 56 3896 710 T52.700

Lrr proompanping notes o finorcial stotements.



ALELO, INC.
STATEMENTS OF CAsH FLows

For Fiscal Year Ended December 31, 2020 2019
(USD % in Daollars, except per share data)
CASH FLOW FROM OPERATING ACTIVITIES
Net income/{loss) 5 (514,746) 5 (582,914)
Adjustments fo reconcile net income to net cosh provided/fused) by operating activities:
Amaortization expenses 35, 744 35,744
Shared Based Compensation 1.995 1,174
Bzd debt expenses 9,918
Changes in operating assets and lizbilities:
Accounts receivable 183 264 [35,2285]
Prepaid expenses and other current assets 5499 4,325
Acoounts payable and accrued expenses 12,814 18,.340)
Credit Cards 13,530 12, 728)
Other current liabilities (65,742) 179,322
Security deposit 7025 -
MNet cash provided/{used) by operating activities [320,612) (398,727
CASH FLOW FROM FINANCING ACTIVITIES
Borrowings on Loan 250,754 348 BE3
Repayment of Loan Payable (77 000 [50,237)
Repurchase of Common Shares - {150]
Excerise options GO0
Capital raised on Crowdfunding 114 488
Issuance of Preferred Shares 0000 75000
Met cash provided f{used) by finanding activities 338,843 373,496
Change in cash 18,230 [25.231)
Cash—beginning of vear 20,839 45,070
Cash—end of year 5 39069 5 20,839
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest 5 775984 5 36/,900
Cash paid during the vear for income taxes 5 3220 § 1,600
OTHER NONCASH INVESTING AND FINANCING ACTIVITIES AND SUPPLEMENTAL DISCLOSURES
Purchase of property and equipment not yet paid for 5 - 5

See accompanying nates to finoncial statements.



ALELO, INC.
MNOTES TO FINANCIAL STATEMENTS

For YEAR ENDED TO DECEMBER 31, 2020 AND Decemeer 31, 2019

1. SUMMARY

Alelo, Inc., was incorporated in 2005 in the state of California. The financial statements of Alelo, Inc. (which may be
referred to as the “Company”, "we”, "us”, or “our”) are prepared in accordance with accounting principles generally
accepted in the United States of America (“U.5. GAAP”). The Company’s headquarters are located in Los Angeles,

California.

Alelo uses artificial intelligence to help people realize their potential. People around the world use Alelo’s Al simulations
to develop and assess communication skills and interpersonal skills.

Alelo developed its technology originally to help military members quickly learn foreign languages and cultures before
they deploy overseas. It helped reduce conflicts and even save lives. It now makes this technology available via the cloud
to everybody, to help them overcome the communication problems they face in the workplace every day. Over 500,000
people in over 25 countries have used Alelo’s Al simulations and technology platform.

Alelo is a Hawaiian word meaning tongue or language. Alelo also refers to the tip of a traditional Hawaiian canoe paddle,
which cuts into the water and propels the canoe forward. It is thus @ metaphor for a leading-edge company that is
charting a course to the future of learning and assessment.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Consolidation

The Company’'s consolidated financial statements include the accounts of Alelo, Inc., and completely owned subsidiaries
over which Alelo, Inc. exercises control. Intercompany accounts and transactions have been eliminated in consolidation.
The Company has adopted the calendar year as its basis of reporting.

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 is deposited in demand accounts at financial
institutions that management believes are creditworthy. The Company’s cash and cash equivalents in bank deposit
accounts, at times, may exceed federally insured limits. As of December 31, 2020, and December 31, 2019, the
Company's cash and cash equivalents did not exceed FDIC insured limits.
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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,
2019, the Company determined that no reserve was necessary.

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

Alelo, 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



ALELO, INC.
MNOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31I 2020 AND DECEMBER 31, 2019

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.

Revenue Recognition

The Company recognize revenues from companies and educational institutions purchase subscriptions to Alelo
simulation-based training and assessment products, and from a service fee charge to customers to support users
accessing the custom Al simulations when (a) persuasive evidence that an agreement exists; (b) the service has been
performed; (c) the prices are fixed and determinable and not subject to refund or adjustment; and (d) collection of the
amounts due is reasonably assured.

Research and Development Costs

Costs incurred in the research and development of the Company's products are expensed as incurred.

Stock-Based Compensation

The Company accounts for stock-based compensation to both employee and non-employees in accordance with ASC
718, Compensation - Stock Compensation. Under the fair value recognition provisions of ASC 718, stock-based
compensation cost is measured at the grant date based on the fair value of the award and is recognized as expense
ratably over the requisite service period, which is generally the option vesting period. The Company uses the Black-
Scholes option pricing model to determine the fair value of stock options.

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.

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 technigques. 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—0Observable 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
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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
additional disclosure. Subsequent events have been evaluated through April 9,2021, 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 reqguire 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 gualitative and guantitative requirements. The new standard for nonpublic entities will be effective for fiscal
yvears 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 June 2019, FASE 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. DETAILS OF CERTAIN ASSETS AND LIABILITIES

Accounts receivable consists primarily of trade receivables. Accounts payable consist primarily of trade payables.
Prepaid expenses and other current assets consist of the following items:
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As of Year Ended December 31, 2020 2019
Prepaid expenses 5 14,302 5§ 19,801
Total Prepaid expenses and other current assets  § 14,302 5 19,801

Other current liabilities consist of the following items:

As of Year Ended December 31, 2020 2019

Accrued expenses S 124,705 S 134,593
Unearned revenue - 112,881
Accrued interest 118,930 61,904
Total Other Current Liabilities S 243636 5 309,378

4. INTANGIBLE AS5ETS

The components of intangible assets, net as of December 31, 2020 and 2019, consisted of the following:

As of Year Ended December 31, 2020 2019

Patents 320,857 320,857
Capitalized software costs 232,697 232,697
Licences 15,263 15,263
Trademarks 9,200 9,200
Intangible assets, at cost 5 578,018 5 578,018
Accumulated amortization (237,918) (202,174)
Intangible assets, Net 5 340,100 5 375,844

Amortization expense was 535,744 and 535,744 for the years ended December 31, 2020 and 2019, respectively.

The following table outlines future amortization expense as of December 31, 2020;

Amortization

Period expense

2021 35,744
2022 35,744
2023 35,744
2024 35,744
Thereafter 197,123
Total 5 340,100

- 10 -
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5. CAPITALIZATION AND EQUITY TRANSACTIONS

Common Stock

The Company’s authorized share capital as of December 31, 2020 consisted of 30,000,000 shares designated as 50.001
par value common stock. Of the 30,000,000 common shares authorized, as at December 31, 2020, 13,627,012 shares
were issued and outstanding.

During fiscal 2019 the Company has repurchased 7,500 comman shares form one of the founders for $150.
Preferred Stock

The Company's authorized share capital as of December 31, 2020 consisted of 12,000,000 shares preferred stock. As of
December 31, 2020, and December 31, 2019, 2,739,470 and 2,724,977 shares of preferred shares have been issued and
are outstanding.

6. SHAREBASED COMPENSATION

During 2016, the Company authorized the Stock Option Plan (which may be referred to as the 2016 Omnibus Incentive
Plan”). The Company reserved 555,000 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 four years. The amounts
granted each calendar year to an employee or nonemployee is limited depending on the type of award.

Stock Options

The Company granted stock options. The stock options were valued using the Black-5choles pricing model with a range
of inputs indicated below:

As of Year Ended December 31, 2020

Expected life (years) 10.00
Risk-free interest rate 2.91%
Expected volatility 75%
Annual dividend yield 0%

The risk-free interest rate assumption for options granted is based upon observed interest rates on the United States
government securities appropriate for the expected term of the Company's employee stock options.

The expected term of employee stock options is calculated using the simplified method which takes into consideration
the contractual life and vesting terms of the options.

The Company determined the expected volatility assumption for options granted using the historical volatility of
comparable public company's common stock. The Company will continue to monitor peer companies and other relevant

-11 -
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factors used to measure expected volatility for future stock option grants, until such time that the Company's common
stock has enough market history to use historical volatility.

The dividend yield assumption for options granted is based on the Company's history and expectation of dividend
payouts. The Company has never declared or paid any cash dividends on its common stock, and the Company does not
anticipate paying any cash dividends in the foreseeable future.

Management estimated the fair value of common stock based on recent sales to third parties. Forfeitures are recognized
as incurred,

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

Weighted Average Weighted Average

Number of Awards Exercise Contract Term
Outstanding at December 31, 2018 222,500 5 - -
Granted 40,000 S 0.03
Vested (45,833) § -
Expired/Cancelled - 5 - -
Outstanding at December 31, 2019 211,667 5 0.03 8.45
Exercisable Options at December 31, 2019 211,667 5 - -
Granted - 5 -
Execised (30,000) S -
Vested (58,750) S -
Outstanding at December 31, 2020 122,917 &% 0.03 7.46
Exercisable Options at December 31, 2020 122917 & 0.03 6.78

Stock option expense for the years ended December 31, 2020 and December 31, 2019 was 51,995 and 51,174,
respectively:

As of Year Ended December 31, 2020 2019

Cost of goods sold 5 156 S 156
Selling, marketing, and administrative 5 1,839 5 1,017
Total share-based compensation 5 1,995 & 1,174

-12 -
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7.  DEBT

Shareholder’'s loans

During the Company borrowed money from the owners. The details of the loans from the owners is as follows:

For el Yoo Ended Docomber 2020

Fioi thea Year Ended December 2019

1A~ Fipn-
mirclpal It LTSS Ao uid Cuimant ETTEET ToLal I Adcuid s AL D fial Takl

Con redt & rreaant Rate Bomawhg Ferbod Metulty Date  Ewpense Imierest Pl Fortlan  Indebnesiaen Eupense witere s Fgr bz Portlon  indewtedness
Lewh fohrmon £ 35000 LT 1iifLof20z0 E-RE1 T a b % e 5 e 5 - % 3so00 % 35,000 |

Lewis b hiresodi 5  Rd00 &5 1L3373020 A3 L] 5 E 341 £ OO0 S5 310000

Lewis fuhreson 5 15400 .50 1L2aen R R ] 152 & LE3 £ 15000 5 L5003 |

Lewis bohireon 5 49000 €50 LA L3 T £ X33 Ok 3 400 5 40000

Lewis b hiresodi 5 gElAaad 6.5 Fozl year 1Bard 2115 47 303031 £ 4731% & 47318 5 231840 s  gaLdm T RIS § OBQME 5 TIRTAZ T Az
EupeneHale 5  19d0d £.50 IRTETF k] 13l Mel & ErL 115 £ 100 S5 L.0Dd

EupaneHals 5 112997 6.5 Fszl year M1Bard 2115 Ljsjame L BRI B ORSIT 5 L1253 5 1liis? GdBs 5 04k 5 145535 1455935
R.&nin jghnson Exgse 5 100000 550 £ Rririi] 5{5L2021 ] L& 5 488 5 100 03 5 L0 0d

R.&nn kghnzon ERgce 5 3000 .50 473200 8{5L2021 £ LD E L3ED 5 12.000 5 31003

R.&nn jghnson Esmese 5 140000 €50 L R &/ n301 L] T Ok JEE 5 Lad. 030 5 L4003

F.&nin jghnson Exace 5 35000 &850 47352020 B 52021 B OLTE E 1L¥e S 5. 000 5 15003 |

F.ann BEAAsON MTate & 38000 e Liafmmzn 7 sLiE021 + 1=y %+ 1917 & 5,000 H 33,000

F.AnD ERASON MIate & LoOUIoD ame 12/18/3020 LA Fi L] LT FI a4z i ymooo & 190000 |

K. ann EANs0N MTate § 2140000 Eame Pl e D06 nd 019 1391isme % 1asw % 1s810 5 2 14,000 5 Ir4/om0 3 1350 5 15910 5 ZL4D00 5 ZL4 OO0
ToLal & B0OLLF & EDLIE 5 1134057 8 20000 5 1534457 | 3 Tiem 5 rseEm 4 Llamas 3 % 1133833

Bank of the West Loan

On October 12, 2017 the Company received a loan from Bank of the west in the amount of $5000,000. The loan carries
an interest rate of 6.5% per annum and matures on October 31, 2020. The details of the loans from Bank of the West is

as follows:

Far tha Yoear Frded] DecembBer 20000

Fosr the ¥ear Frded Decomiyer W19

Frnmapsl Indirrend Borroanng Bmiurndy Idmreyt A reee Larrsnt Ko Lurrenk Hzriml Inkrrs=t Acrued Lurme=nk Mom-Lurrest Imtal
Limbt Innkrosmsest Mame Amount ks Harnnd iwts lxpmna= Intarawt Pt Fartinn Indshtacim=yy LapEnue Iinimrei Fortinn Forhinn Imcimzrimdnmmy
Bank ol 1™a Wast S 500000 65058 1270002047 AG3ir»030 5 22338 5 22,338 & 34365E S s ELERC s W34 5 37 EE 5 42D688 = E 420558
lextal L XA 5 FREI 5 MALLLSE 5 & 181858 L X aal 5 20WE S5 arLAH 5 b AINELRE

As of December 31, 2020, the loan has an outstanding balance of 5343,658 and complete amount is classified as

current,

The following table outlines future schedule of principal payments:

As of Year Ended December 31, 2020
2021

2022

2023

2024

2025

Thereafter

Total

S 343,658

5 343,658

-13 -
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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 20341 5 3,394
Valuation Allowance (20,341) (3,394)
Net Provision for income tax 5 - 5 -

Significant components of the Company's deferred tax assets and liabilities at December 31, 2019, are as follows:

As of Year Ended December 31, 2020 2019

Met Operating Loss $ (504,877) & (351,277)
Valuation Allowance 504,877 351,277
Total Deferred Tax Asset 5 - 5 -

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
and December 31, 2019. 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.

For the fiscal year ending December 31, 2020, the Company had federal cumulative net operating loss ("NOL")
carryforwards of 51,691,948, and the Company had state net operating loss ("NOL") carryforwards of approximately
51,691,948, 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. The federal
net operating loss carryforward is subject to an 80% limitation on taxable income, does not expire, and will carry on
indefinitely.

The Company recognizes the impact of a tax position in the financial statements if that position is more likely than not
to be 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, and December 31, 2019, 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, and December 31, 2019, the Company had no accrued interest and penalties related to uncertain
tax positions,

- 14 -



ALELO, INC.
MNOTES TO FINANCIAL STATEMENTS

For YEAR ENDED TO DECEMBER 31, 2020 AND Decemeer 31, 2019

9. COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company leases premises under operating lease arrangements expiring in 2021, The aggregate minimum annual
lease payments under operating leases in effect on December 31, 2020, are as follows:

Year Obligation
2021 S 328,500
2022 -
2023 -
2023 -
Thereafter -
Total future minimum operating lease payments S 328,500

Rent expense for the year ended December 2020 and 2019 was 5166,249 and 5116,607, respectively.

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.

10. RELATED PARTY

The company received several loans from their shareholders in the aggregate amount of 5 1,384,437, As of
December 31, 2020, and December 31, 2019, outstanding balance of shareholders loan was in the amount of
51,384,437 and 1,133,683 respectively.

11, SUBSEQUENT EVENTS

The Company has evaluated subsequent events through April 9, 2021, the date the financial statements were available
to be issued.

- 15 -
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On February 26, 2021 the company received SBA PPP loan in the amount of 5 210,400. The loan bears interest rate of
1% and has maturity date after 60'" month from the loan date.

During 2021, the Company has received 2 loans from its shareholders Ann Johnson and W. Lewis Johnson in total
amount of $131,500.

On January 28, 2021, the company issued 34,788 common stocks on Crowdfunding platform. On February 25, 2021,
the company issued 51,080 common stocks on Crowdfunding platform.

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 has a net operating
income of $657,105, an operating cash flow loss of $320,617 and liquid assets in cash of 539,069, which less than a year
worth of cash reserves as of December 31, 2020. The Company's situation raises a substantial doubt on whether the
entity can continue as a going concern in the next twelve months