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karmies

21276 shares of Class B Common Stock

A crowdfunding investment involves risk. Yom shonld not invest any funds in this
offering unless yom 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 Tegulatory mrthority. Furthermore, these amthorities have not passed
upon the accaracy or adequacy of this dorament.

The U.8. Securities and Exchange Commission does not pass upon the merits of amy
securities offered or the terms of the offering, nor does it pass upon the accuracy or
completeness of any offering docwment or literature.

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



THE OFFERING

Maximum 227,659 shares of common stock ($106,999.73)

Minimum 21,276 shares of common stock ($9,999.72)

Company Karmies Inc.
Corporate Address 673 S. Ogden, Denver, CO 80209

Description of Business Karmies is a mobile content distribution platform that
connect brands to mobile users by leveraging the over 6
billion emojis sent everyday. Karmies are special emojis

because they are custom, interactive, and delivered right to
the smartphone keyboard.

Type of Security Offered Class B Common Stock
Purchase Price of Security $0.47 per share
Offered
Minimum Investment $99.64

Amount (per investor)

KARMIES PERKS:

It can take years to get a custom emoji approved, if it’s approved at all. Not with
Karmies. Invest in Karmies and get your very own custom, interactive emoji to share
with friends or promote your business! (*see rules/restrictions)

$500 Level Investment Perk

The Personal Emoji - Get your very own emoji published!

Your emoji artwork comes alive. We make it interactive and distribute it across all of
our platforms. We link your emoji to:

1. Customized info page where you can share a message about your emoji for all to
see.

2. Secret Emoji feature which allows users to attach self-destructing messages and
images.

Your emoji will be active for a minimum of 3 months.



$1,000 Level Investment Perk

The Surprise Emoji - Get vour emoji discovered!

Same as above:

1. Customized info page where you can share a message about your emoji
2. Secret Emoji feature which allows users to attach self-destructing messages and

images.
Plus:

e Choose up to 3 keywords for people to discover your emoji in auto-suggest.
e Enhanced info page with links added to a social media or webpage of your

choice.

Your emoji will be available for a minimum of 3 months

$2,500 Level Investment Perk

The Professional Emoji

All the benefits of 1K investment:

1. Customized info page where you can share a message about your emoji

2. Secret Emoji feature which allows users to attach self-destructing messages and
images.

3. Choose up to 3 keywords for people to discover your emoji in auto-suggest.

4. Enhanced info page with links added to a social media or webpage of your

choice.
Plus:

e Links to videos, special offers.
e Maps/directions/ location page do people can find your business easily.
® Your emoji will be available for a minimum of 6 months.

$5,000 Level Investment Perk

The Small Business Emaoiji

All the benefits of 2,500K investment:

1. Customized info page where you can share a message about your emoji

2. Secret Emoji feature which allows users to attach self-destructing messages and
images.

Choose up to 3 keywords for people to discover your emoji in auto-suggest.

4. Enhanced info page with links added to a social media or webpage of your

choice.
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5. Links to videos, special offers.
6. Maps/directions/ location page so people can find your business easily.

Plus:

e We will have artwork designed (up to 2 revisions).
e Your emoji will be available for a minimum of 1 YEAR.

$10,000 Level Investment Perk

The Professional Marketing + Campaign Package

All the benefits of 5K investment:

1. Customized info page where you can share a message about your emoji.

2. Secret Emoji feature which allows users to attach self-destructing messages and
images.

3. Choose up to 3 keywords for people to discover your emoji in auto-suggest.

4. Enhanced info page with links added to a social media or webpage of your

choice.

Links to videos, special offers.

Maps/directions/ location page so people can find your business easily.

We will have artwork designed (up to 2 revisions).

Your emoji will be available for a minimum of 1 YEAR.

poi T gn e

Plus:

e Upto 12 campaign changes (1x per month) - Campaign changes can include
premium category placement, premium keywords, change of content/specials,
change of features as they are released.

$50,000 Level Investment Perk

The Expert Marketing Campaign Package

All the benefits of 10K investment:

1. Customized info page where you can share a message about your emoji.

2. Secret Emoji feature which allows users to attach self-destructing messages and
images.

3. Choose up to 3 keywords for people to discover your emoji in auto-suggest.

Enhanced info page with links added to a social media or webpage of your
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choice.

Links to videos, special offers.

Maps/directions/ location page so people can find your business easily.

We will have artwork designed (up to 2 revisions)

Your emoji will be available for a minimum of 1 YEAR.

Up to 12 campaign changes (1x per month) — Campaign changes can include
premium category placement, premium keywords, change of content/specials,
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change of features as they are released.
PLUS:

e Receive your OWN interactive emoji keyboard for use in Apple iMessage with up
to 10 custom emoji (up to 2 revisions). Use this to promote several products or
brands. We’ll layer them with Karmies technology and attach photos, videos,
special offers, and locations. If you currently have your own i0OS mobile app, we
will bundle them as one app for you.

*All perks occur after the offering is completed. All emoji/sticker artwork and content
attached must meet standards for general public distribution for all ages in
i0S/Android app stores as well as Facebook.

Multiple Closings

If we reach the target offering amount prior to the offering deadline, we may conduct
the first of multiple closings of the offering early, if we provide notice about the new
offering deadline at least five business days prior (absent a material change that
would require an extension of the offering and reconfirmation of the investment
commitment).

THE COMPANY AND ITS BUSINESS
The company's business

Description of Business

Karmies is a mobile content distribution platform that leverages the over six billion
emojis sent everyday. Our technology enables custom, interactive emojis and stickers
to be delivered to mobile app keyboards on demand based on factors like geolocation
and user preferences.

Karmies is a platform that:

® enables anyone to upload custom emojis and stickers with their own artwork
e make them interactive with features such as info, specials, or nearby locations
e distribute to millions of devices in seconds

For brands: this is a great way to reach users with content and measure the results

For publishers: this brings a great experience to their users plus the opportunity to
monetize with brands and data

Karmies are available across platforms including i0OS apps, Android apps, iMessage,
and Facebook Messenger through native SDKs and a REST API.

We believe that Karmies is unlike any other product out there. It contains interactive
emojis & stickers with multiple features. We have six publishers on four platforms and



growing. We offer detailed analytics with segmented first and third party marketing
data. It's monetizable with new emoji/sticker ad unit, revenue sharing across brands &
publishers, data to marketers, custom apps & integrations.

Sales, Supply Chain, & Customer Base

Our customers are the people and brands that want their own interactive emoji
distributed. Our partners are messaging platforms that want to add new functionality,
fresh content, and user insights to their platforms while realizing incremental revenue
with each branded emoji shared.

Liabilities

We have an ongoing liability with our patent portfolio in keeping up to date our trade
secrets and every expanding as we value our technology assets.

Litigation

We have no past, currently pending or anticipated litigation or administrative
proceedings.

Competition

Our business and products is competitive with established major mobile content
distribution platforms and ad tech platforms and our name is relatively new to the
industry but has been proving fast adoption as a unique emerging industry platform.

The team

Officers and directors

Megan Haines Founder, CEO & Director
Dustin Mallory Co-founder & CTO

Megan Haines

Megan is a passionate entrepreneur with the ability to will ideas into existence
through sheer stubborn determination. If you want her to do something just tell her
it's impossible! She has 20 years of experience in business development, product
strategy, and sales, including launching new products across multiple verticals such as
corporate change solutions, medical devices, and technology. Current and previous
positions: Founder, CEO & Director - Karmies, Inc. Sept 2013 - present

Dustin Mallory
Dustin loves building great platforms and apps. His experience ranges from enterprise
finance and healthcare to multiple early stage startups, blending delightful design



with rock solid engineering everywhere he goes. Along with Karmies his startup
ventures have included Snowrise, Ibotta and MobileDay, and he was part of big serious
teams at McKesson and Intuit prior to that. When he’s not dreaming up apps and
writing code you’ll find him spending every hour he can with his wife and children in
Boulder, usually running, hiking, or otherwise enjoying the outdoors. Current and
previous positions: CTO, Karmies - 2016-2017 Founder, Snowrise - Mobile Retail
Presence - 2017 Principal Mobile Engineer, Ibotta - Mobile Shopping - 2016 CTO,
MobileDay - Mobile Conferencing - 2012-2016

Number of Employees: 2
Related party transactions

The company has not conducted any related party transactions.
RISK FACTORS
These are the principal risks that related to the company and its business:

® The Company is an early-stage venture with no guarantee of success. The
Company is an early-stage, start-up venture. Companies of this age have
historically experienced a relatively high rate of failure due to such factors as
shortage of funds, shortage of competent personnel, competition from larger
companies, and general economic conditions. There can be no assurance that
the Company will be successful or otherwise able to raise sufficient capital to
continue operations or further develop the concepts outlined in the Offering
Memorandum.

e Aninvestment in the Company contains a high degree of risk. Because the
Company is still an early-stage company with an inherent degree of risk, as a
potential investor, you should be aware that an investment in the Company
contains a very high degree of risk, and it is likely that no return will be achieved
on sums invested and that you may lose your entire investment. Potential
investors are encouraged to consult with appropriate legal and accounting
advisors prior to considering an investment in the Company.

® The Company will be highly dependent upon outside sources of working capital,
and may lack the liquidity needed to execute its business plan. The Company is
dependent upon the successful completion of an equity capital financing or the
securing of other funding in order to continue development and operations. The
Company is only nominally capitalized and does not at this time maintain
reserves of cash for continued operation. The Company must successfully
complete its Class B Common Stock Financing and may need to raise additional
equity or debt in the future, in order to operate and expand the business. There
is no assurance that the Company can accomplish these objectives.

e Investors may suffer future dilution. The Company may raise additional capital
in the future. In such event, existing members of the Company could suffer
substantial dilution. Such future additional capital could be in the form of either
voting or non-voting securities, or preferred or common stock. To the extent



that future preferred stock is issued in a financing, such preferred stock would
likely have liquidation rights superior to the rights of existing stockholders,
which could serve to further dilute the holdings of current stockholders.

e Our business and financial projections are only estimates. There can be no
assurance that the company will meet its financial projections. There can be no
assurance that the company (and you will only make money) if there is sufficient
demand for product, people think its a better option than the competition and
Karmies has priced the services at a level that allows the company to make a
profit and still attract business.

® The Company may face intense competition in executing its business plan. As
the targeted market space is proven out, the Company may face aggressive
competition. Many of these competitors may have substantially greater
resources, more established brands, and more experience than the Company.
There is no assurance that the Company can effectively compete with such
enterprises, or that the Company can effectively obtain the approval and
spending dollars of the consumers comprising its target market. While the
Company will make best efforts to protect its intellectual property and ideas,
there is no assurance that such efforts will be successful. These competitive
conditions may adversely affect the Company’s revenues, profitability, or ability
to expand or continue in operation.

e The Company will be highly dependent upon its management team, and its
ability to attract and retain qualified management personnel. Our management
team is fantastic -- they exhibit passion, excitement and dedication about and to
our business and we rely on them for continued growth and success. The ability
of the Company to establish and carry on its business successfully in the future
is dependent upon the continued availability of people with the appropriate
skills. The future development of the Company will depend on the ability to
attract and retain management and other qualified personnel. There is no
assurance that the Company can retain or attract the necessary personnel.

e Limitation on transferability of stock. Shares of the Company’s capital stock may
not be sold or otherwise disposed of unless registered or exempt from
registration under the Securities Act of 1933, as amended, and all applicable
state securities laws. The Company has no obligation to register any of its
capital stock in the future. The restrictions on transfer could depress the price on
any proposed sale of any of such shares. There will be no public market
maintained for the Company’s capital stock. You should be prepared to hold
your shares indefinitely and cannot expect to be able to liquidate your
investment readily even in case of an emergency. Pursuant to the Securities Act
of 1933, as amended, transferability of shares is limited, and any transfer may
have adverse Federal income tax consequences.

e Voting control in our company is consolidated in our founder. In our Company,
voting control is concentrated in the holders of our Class A Common Stock and
our Series Seed Preferred Stock, which, at present, the majority of which are held
by our Chief Executive Officer and Founder. Therefore, the power to elect
directors, make changes to the Company's governance documents, issue
additional securities, repurchase securities, issue stock options and other



incentive securities, sell the Company or its assets or undertake transactions
with related parties is located primarily with our CEO and Founder.

Our ecosystem of users and partners depends on the engagement of our user
base. We anticipate that the growth rate of our user base will decline over time.
If we fail to retain current users or add new users, or if our users engage less with
Karmies, our business would be seriously harmed. We view repeated active users
("Active Users") as a critical measure of our user engagement and success.
Adding, maintaining, and engaging Active Users has been and will continue to
be necessary. If current and potential users do not perceive our products to be
fun, engaging, and useful, we may not be able to attract new users, retain
existing users, or maintain or increase the frequency and duration of their
engagement. If we fail to attract and retain Active Users, it will become more
difficult for us to market our product to our partners and to monetize user
engagement, which will endanger our ability to meet our projections and
succeed.

If we do not develop successful new products or improve existing ones, our
business will suffer. OQur ability to engage, retain, and increase our user base and
to increase our revenue will depend heavily on our ability to successfully create
new products, both independently and together with third parties. We may
introduce significant changes to our existing products. If new or enhanced
products fail to engage our users or partners, we may fail to attract or retain
users or to generate sufficient revenue, operating margin, or other value to
justify our investments, any of which may seriously harm our business.

We have incurred operating losses in the past, expect to incur operating losses in
the future, and may never achieve or maintain profitability. We launched our
company in 2013 and for all of our history we have experienced net losses and
negative cash flows from operations. We expect our operating expenses to
increase in the future as we expand our operations. If our revenue does not grow
at a greater rate than our expenses, we will not be able to achieve and maintain
profitability. We may incur significant losses in the future for many reasons,
including without limitation the other risks and uncertainties described in this
offering. Additionally, we may encounter unforeseen expenses, operating
delays, or other unknown factors that may result in losses in future periods. If
our expenses exceed our revenue, our business may be seriously harmed and we
may never achieve or maintain profitability.

We have a short operating history and a new business model, which makes it
difficult to evaluate our prospects and future financial results and increases the
risk that we will not be successful. We launched our company in 2013 and began
meaningfully monetizing Karmies in 2016. We have a short operating history
and a new business model, which makes it difficult to effectively assess our
future prospects. Accordingly, we believe that investors’ future perceptions and
expectations, which can be idiosyncratic and vary widely, and which we do not
control, will affect our value. Our business model is based on recasting the way
that users integrate their communications with new emojis and that businesses
can interact with users through emojis. You should consider our business and
prospects in light of the challenges we face, including the ones discussed in this



section.

e Our financial condition and results of operations will fluctuate from quarter to
quarter, which makes them difficult to predict. Our quarterly results of
operations have fluctuated in the past and will fluctuate in the future.
Additionally, we have a limited operating history with the current scale of our
business, which makes it difficult to forecast our future results. As a result, you
should not rely on our past quarterly results of operations as indicators of future
performance. You should take into account the risks and uncertainties
frequently encountered by companies in rapidly evolving markets. Our financial
condition and results of operations in any given quarter can be influenced by
numerous factors, many of which we are unable to predict or are outside of our
control, including: « our ability to maintain and grow our user base and user
engagement; « the development and introduction of new products or services by
us or our competitors; « our ability to attract and retain partners in a particular
period; « the pricing of our products; « our ability to demonstrate to partners the
effectiveness of our emojis; » increases in marketing, sales, and other operating
expenses that we may incur to grow and expand our operations and to remain
competitive; « our ability to maintain gross margins and operating margins.

OWNERSHIP AND CAPITAL STRUCTURE; RIGHTS OF THE SECURITIES
Ownership
® Megan Haines, 91.26% ownership, Class A Common Stock
Classes of securities

e (Class B Common Stock: 0
Voting Rights

Holder of the Class B Common Stock shall have no voting rights and no holder
thereof shall be entitled to vote on any matter other than as shall be necessary
only as required under applicable law.

Dividend Rights

Subject to the preferences that have already been granted to holders of the Seed
Preferred, and may be granted to any then outstanding preferred stock in the
future, holders of shares of the Class B Common Stock and Class A Common
Stock (together, collectively, the "Common Stock™) are entitled to receive ratably
such dividends as may be declared by the Board out of funds legally available
therefore as well as any distribution to the shareholders. The payment of
dividends on the Common Stock will be a business decision to be made by the
Board from time based upon the results of our operations and our financial
condition and any other factors that our board of directors considers relevant.
Payment of dividends on the Common Stock may be restricted by law and by
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 foreseeable future, which means that shareholders may not
receive any return on their investment from dividends.

Rights to Receive Liquidation Distributions

In the event of our liquidation, dissolution, or winding up (including a merger or
sale of the Company or all or substantially all of its assets), holders of Common
Stock are entitled to share ratably in all of our assets remaining after payment of
liabilities and the liquidation preference of any then outstanding preferred
stock.

Rights and Preferences

The rights, preferences and privileges of the holders of the company’s Common
Stock are subject to and may be adversely affected by, the rights of the holders of
shares of any series of our Series Seed Preferred Stock and any additional classes
of preferred stock that we may designate in the future.

Class A Common Stock: 10,837,447
Voting Rights (of this security)

The holders of the Class A Common Stock are entitled to one vote for each share
of Class A Common Stock held at all meetings of stockholders (and written
actions in lieu of meetings). Unless required by law, there shall be no

cumulative voting. The number of authorized shares of Class A Common Stock
may be increased or decreased (but not below the number of shares thereof then
outstanding) by (in addition to any vote of the holders of one or more series of
Preferred Stock that may be required by the terms of this Certificate of
Incorporation) the affirmative vote of the holders of shares of capital stock of the
Corporation representing a majority of the votes represented by all outstanding
shares of capital stock of the Corporation entitled to vote.

Dividend Rights

Subject to the preferences that have already been granted to holders of the Seed
Preferred, and may be granted to any then outstanding preferred stock in the
future, holders of shares of the Common Stock are entitled to receive ratably
such dividends as may be declared by the Board out of funds legally available
therefore as well as any distribution to the shareholders. The payment of
dividends on the Common Stock will be a business decision to be made by the
Board from time based upon the results of our operations and our financial
condition and any other factors that our board of directors considers relevant.
Payment of dividends on the Common Stock may be restricted by law and by
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 foreseeable future, which means that shareholders may not



receive any return on their investment from dividends.
Rights to Receive Liquidation Distributions

In the event of our liquidation, dissolution, or winding up (including a merger or
sale of the Company or all or substantially all of its assets), holders of Common
Stock are entitled to share ratably in all of our assets remaining after payment of
liabilities and the liquidation preference of any then outstanding preferred
stock.

Rights and Preferences

The rights, preferences and privileges of the holders of the company’s Class A
Common Shares are subject to and may be adversely affected by, the rights of the
holders of shares of any series of our Class B Common Shares, Preferred Shares
and any additional classes of preferred stock that we may designate in the future.

Series Seed Preferred Stock: 120,000
Voting Rights (of this security)

For so long as at least one share of Company's Series Seed Preferred Stock ("Seed
Preferred) (subject to adjustment for any stock split, reverse stock split or other
similar event affecting the Series Preferred) remains outstanding, in addition to
any other vote or consent required herein or by law, the vote or written consent
of the holders of at least a majority of the outstanding Seed Preferred shall be
necessary for effecting or validating any action (whether taken directly or
indirectly, by merger, recapitalization or otherwise) that adversely alters or
changes the rights, preferences or other special rights, privileges, or restrictions
of the Series Preferred so as to affect them adversely

Dividend Rights

Shares of the Seed Preferred, accrue dividends at the rate per annum of six
percent (6%) of $1.00 per share (the "Original Issue Price") per annum (subject to
appropriate adjustment in the event of any stock dividend, stock split,
combination or other similar recapitalization with respect to shares of the Seed
Preferred).

Rights to Receive Liquidation Distributions

In the event of our liquidation, dissolution, or winding up (including a merger or
sale of the Company or all or substantially all of its assets), holders of shares of
Seed Preferred are entitled to receive the greater of (a) the Original Issue Price
plus any dividends accrued but unpaid thereon, whether or not declared,
together with any other dividends declared but unpaid thereon, or (b) such
amount per share as would have been payable had all shares of such series of
Seed Preferred been converted into Common Stock immediately prior to the
liquidating distribution.



e Convertible Promissory Notes: 646,833

The outstanding convertible promissory notes of the Company (the "Notes")
were issued pursuant to three separate offerings. All of the Notes are currently
outstanding. The principal features of each class of Note are as follows:

Notes issued in 2013. Total Principal Amount: $11,833

These Notes accrue interest at a rate of 6% per year. The Notes have a maturity
date of one year from the date each Note was issued and become due and
payable upon a payment demand from the holders of a majority of the
outstanding amount under the Notes following either the maturity date or an
event of default. The Notes automatically convert upon the first equity issuance
following the issuance of equity securities of the Company of at least $500,000
(including the amount of the notes that convert) (a "Qualified Financing™), at a
conversion price equal to 85% of the per share price in the Qualified Financing.

These Notes will convert upon the first closing of the Class B Common Stock
under the current Title Il Crowdfunding Offering at a price of $0.40 per share.

Notes issued in 2015 offer. Total Principal Amount $535,000

These Notes accrue interest at a rate of 6% per year. The Notes have a maturity
date of one year from the date each Note was issued and become due and
payable upon a payment demand from the holders of a majority of the
outstanding amount under the Notes following either the maturity date or an
event of default. The Notes automatically convert upon the first equity issuance
following the issuance of equity securities of the Company of at least $500,000
(including the amount of the notes that convert) (a "Qualified Financing”™), at a
conversion price equal to the lesser of (x) 80% of the per share price in the
Qualified Financing and (b) $0.34 per share.

Unless amended, these Notes will convert upon the first closing of the Class B
Common Stock under the current Title III Crowdfunding Offering at a price of
$0.34 per share.

Note issued in 2016 offer. Total Principal Amount $100,000

This Note accrues interest at a rate of 5% per year. The Note has a maturity date
of two years from the date the Note was issued and becomes due and payable
upon a payment demand from the Holder following either the maturity date or
an event of default. If the Note is not converted prior to the maturity date, then
the Holder may, at its sole option, elect to convert the Note into Common Stock



of the Company at a price per share equal to the price per share of the pre-money
valuation of the Company on a fully diluted basis were $2,000,000. The Notes
automatically convert upon the first equity issuance following the issuance of
equity securities of the Company of at least $250,000 (not including the amount
of the notes that convert) (a "Qualified Financing"), at a conversion price equal
to the lesser of (x) 80% of the per share price in the Qualified Financing and (b)
the price per share equal to the price per share of the pre-money valuation of the
Company on a fully diluted basis were $3,000,000.

If the Company raises at least $250,000 through the sale of equity at the current
pre-money valuation, this Note will convert at a price of $0.27 per share.

What it means to be a Minority Holder

In our Company, voting control is concentrated in the holders of our Class A Common
Stock and our Series Seed Preferred Stock (the "Voting Securities"). At present, our
Chief Executive Officer and Founder is the majority holder of Voting Securities, and
therefore, the power to elect directors, make changes to the Company's governance
documents, issue additional securities, repurchase securities, issue stock options and
other incentive securities, sell the Company or its assets or undertake transactions
with related parties is located primarily with our CEO and Founder. Current
outstanding options and convertible promissory notes may become convertible into
Voting Securities in the future, which will dilute the voting power of our CEOQ, though
incompletely. As a minority holder of Class B Common Stock, which is non-voting
stock of the Company, you will have no ability to influence our policies or any other
corporate matter, including the election of directors, changes to the Company’s
governance documents, additional issuances of securities, company repurchases of
securities, a sale of the Company or of assets of the Company, or transactions with
related parties.

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 larger company. This increases in number of shares
outstanding could result from a stock offering (such as an initial public offering,
another crowdfunding round, a venture capital round or angel investment), employees
exercising stock options, or by conversion of certain instruments (e.g., convertible
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, 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, referring to invest any earnings into the Company).

The type of dilution that hurts early-stage investors mostly occurs when the company
sells more shares in a "down round,” meaning at a lower valuation than in earlier
offerings.

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:

In an IPO;

To the company;

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.

FINANCIAL STATEMENTS AND FINANCIAL CONDITION; MATERIAL
INDEBTEDNESS

Financial Statements

Our financial statements can be found attached to this document. The financial
review covers the period ending in 2016-12-31.

Financial Condition
Results of Operation

We have not yet generated any revenues and do not anticipate doing so until we have
completed the building, delivery, and billing of product to our first pilot brands, which
we do not anticipate occurring until Summer 2018. Based on our forecast, with the
liquidity of the anticipated full raise amount, we anticipate that we can operate the
business for 12 months without revenue generation.

Our Net Income for prior year end was -268,839.66. This was due primarily to salaries
associated with the building and de risking of the technology around the Karmies
platform and operational expenses such as recurring subscription services. Both sets
of expenses are expected moving forward into the next phase for Karmies which
includes: 1. further development and scaling of the Karmies technology platform and



2. building of sales teams on both the distribution and brand side. Please see Financial
Milestones section below for more detailed information on past and future
operations.

Financial Milestones

The company is investing for continued growth of the brand, as is generating net
income losses as a result. Management currently forecasts 2017, 2018 and 2019
revenue of $900.00, $1million and $6.5 million, respectively, and believes the
company will generate positive net income beginning in 2019.

2016 and most of 2017 Karmies was primarily focused on building out and de-risking
the technology. While we achieved milestones for usage of 1M+ emoji impressions
per/day, this was primarily priming the technologies infrastructure for the scaling we
anticipate with the addition of distribution partnerships and their associated users.

The remainder of 2017 will be focused on marketing and fundraising efforts both in
private placements and on StartEngine. During that time we also plan on hiring and
bringing a team for the purposes of scaling the user side of our platform, and bringing
on our first paying pilot brands.

2018 we expect to bring on our first paying pilot brands which will be our first source
of revenue. As our sales teams continue to succeed both in increasing the amount of
distribution/users we anticipate more pilot brands will follow. Q3 we anticipate
launching an easy to use self service portal and platform offering geared towards
smaller brands and retailers.

2019 we are planning for the ramp up of our small business self service offering. This
will not only serve to diversify the customer base beyond the larger initial pilot
brands, but will make Karmies more useful to the end user by offering more unique
emojis and content per area.

Liquidity and Capital Resources

The company is currently generating operating losses and requires the continued
infusion of new capital to continue business operations. If the company is successful
in this offering, we will likely seek to continue to raise capital under crowdfunding
offerings, equity or debt issuances, or any other method available to the company.

In addition, the Company is, concurrent with this offering, conducting a Regulation D
Private Placement of Convertible Promissory Notes (the "Note Offering"). The
Convertible Promissory Notes (the "Notes") offered through the Offering will have a
maturity date that is two years form the date on which the Notes are sold in the
Offering. The Notes will accrue interest at an annual rate of 6% non-compounding
interest. Upon a future sale of Equity Securities of the Company in an aggregate
amount of at least $1 million (a "Qualified Financing"), the Notes will convert into the
same class of Equity Securities as are sold to purchasers in the Qualified Financing, at
a conversion price equal to the greater of (a) 80% of the per share price offered in the



Qualified Financing and (b) the per share price on a fully diluted basis (not counting
the securities issuable upon conversion of the Notes) if the pre-money valuation of the
Company were $5.2 million.

Indebtedness

The outstanding convertible promissory notes of the Company (the "Notes") were
issued pursuant to three separate offerings. All of the Notes are currently outstanding.
The principal features of each class of Note are as follows: 1) Notes issued in 2013.
Total Principal Amount: $11,833 These Notes accrue interest at a rate of 6% per year.
The Notes have a maturity date of one year from the date each Note was issued and
become due and payable upon a payment demand from the holders of a majority of the
outstanding amount under the Notes following either the maturity date or an event of
default. The Notes automatically convert upon the first equity issuance following the
issuance of equity securities of the Company of at least $500,000 (including the
amount of the notes that convert) (a "Qualified Financing"), at a conversion price
equal to 85% of the per share price in the Qualified Financing. These Notes will
convert upon the first closing of the Class B Common Stock under the current Title 111
Crowdfunding Offering at a price of $0.40 per share. 2) Notes issued in 2015 offer.
Total Principal Amount $535,000 These Notes accrue interest at a rate of 6% per year.
The Notes have a maturity date of one year from the date each Note was issued and
become due and payable upon a payment demand from the holders of a majority of the
outstanding amount under the Notes following either the maturity date or an event of
default. The Notes automatically convert upon the first equity issuance following the
issuance of equity securities of the Company of at least $500,000 (including the
amount of the notes that convert) (a "Qualified Financing"), at a conversion price
equal to the lesser of (x) 80% of the per share price in the Qualified Financing and (b)
$0.34 per share. Unless amended, these Notes will convert upon the first closing of the
Class B Common Stock under the current Title III Crowdfunding Offering at a price of
$0.34 per share. 3) Note issued in 2016 offer. Total Principal Amount $100,000 This
Note accrues interest at a rate of 5% per year. The Note has a maturity date of two
years from the date the Note was issued and becomes due and payable upon a payment
demand from the Holder following either the maturity date or an event of default. If
the Note is not converted prior to the maturity date, then the Holder may, at its sole
option, elect to convert the Note into Common Stock of the Company at a price per
share equal to the price per share of the pre-money valuation of the Company on a
fully diluted basis were $2,000,000. The Notes automatically convert upon the first
equity issuance following the issuance of equity securities of the Company of at least
$250,000 (not including the amount of the notes that convert) (a "Qualified
Financing"), at a conversion price equal to the lesser of (x) 80% of the per share price
in the Qualified Financing and (b) the price per share equal to the price per share of
the pre-money valuation of the Company on a fully diluted basis were $3,000,000. If
the Company raises at least $250,000 through the sale of equity at the current pre-
money valuation, this Note will convert at a price of $0.27 per share. These notes are
set to convert into equity once a raise of $1,000,000 in equity has been achieved.



Recent offerings of securities

e 2015-03-23, Section 4(a)(2), 535000 Convertible Promissory Notes. Use of
proceeds: Development of underlying technology and growth of marketing and
sales efforts.

e 2013-10-21, Section 4(a)(2), 120000 Series Seed Preferred. Use of proceeds:
Development of underlying technology and growth of marketing and sales
efforts.

e 2016-02-19, 4(a)(2), 20000 Common Stock. Use of proceeds: Techstars Program

e 2016-02-26, 4(a)(2), 100000 Convertible Promissory Notes. Use of proceeds:
Techstars Program, development of technology.

e 2013-07-11, 4(a)(2), 11833 Convertible Promissory Notes. Use of proceeds:
Initial product development.

Valuation

$5,150,000.09

In connection with our prior fundraising efforts, successes to date and ongoing
communications with accredited investors in our concurrent Regulation D (Title II)
Convertible Notes Offering, we have reached agreement with our investors on a
calculated fair market value of $5,200.000. That number has been rounded down to
$5,150,000.09 for the purposes of this offering to effect a rounded share price. We
believe that our investors value the progress we have made since our time in the
TechStars Accelerator program, including our advances with our technology, customer
contracts and more wide scale use of our emojis.

USE OF PROCEEDS
Offering Amount| Offering Amount
Sold Sold
Total Proceeds: $9,999.72 $106,999.73
Less: Offering Expenses
StartEngine F 6% total
artEngine Fees ( o $599.94 $6,419.98
fee)
Net Proceeds $9399.78 $100,579.75
Use of Net Proceeds:
R&D & Production
$3,000 $35,000
Sales/Marketing $5,000 $30,000




Operations/Working

1,399.78 55,579.78
Capital 3, 535

Total Use of Net Proceeds $9,399.72 $106,999.73

USE OF PROCEEDS

We are seeking to raise $106,999.73 in this offering through Regulation
Crowdfunding, with a minimum target raise of $9,999. We have agreed to pay Start
Engine Capital LLC (“Start Engine”), which owns the intermediary funding portal
StartEngine.com, a fee of 6% on all funds raised. We will pay Start Engine $599.94 if
we only raise the minimum target amount and $6,420 if we raise the maximum
offering amount. The net proceeds of this offering, whether the minimum target
amount or the maximum amount is reached, will be used to cover part of the $1.7
million that we project we will need in 2017 and 2018 to build on our successful
platform and marketing efforts of the past year. Specifically:

R&D/Production: We plan on analyzing the current product usage/metrics, and
building out feature sets for our brand pilots that correlate to market demand based
on that and customer feedback. Some of the items on our product roadmap include a
self serve portal for brands, and sending/receiving of currency, calendar invites, and
sports related features ie.sports scores

Sales/Marketing: We intend to invest in digital and social media marketing, attend
/showcase at industry events, and make improvements to our website. We also intend
to hire sales people to sell to both the distribution side of our business (messaging
applications) and the brands.

Operations/Working Capital: Will be used as needed for operations related to
subscription services (like Amazon servers, analytics software, etc), new hardware (ie.
test devices and computers)

As discussed above in “Financial condition — Liquidity and capital resources,” the
Company is conducting a concurrent private placement of its Convertible Promissory
Notes on the terms discussed above.The identified uses of proceeds are subject to
change at the sole discretion of the executive officers and directors based on the
business needs of the Company

Irregular Use of Proceeds

The Company will not incur any irregular use of proceeds.

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 Regulation CF.
Annual Report

The company will make annual reports available on its website https://karmies.com/
in the area labeled "For Investors”. The annual reports will be available within 120
days of the end of the issuer's most recent fiscal year.



EXHIBIT B TO FORM C

FINANCIAL STATEMENTS AND INDEPENDENT ACCOUNTANT'S REVIEW FOR
Karmies

[See attached]



I, Megan Haines, the CEO of Karmies, hereby certify that the financial statements of Karmies
and notes thereto for the periods ending December 31, 2015 (beginning date of review) and
December 31, 2016 (End Date of Review) included in this Form C offering statement are true
and complete in all material respects and that the information below reflects accurately the
information reported on our federal income tax returns.

For the year 2016 the amounts reported on our tax returns were total income of $0; taxable
income of $0 and total tax of $0.

IN WITNESS THEREOF, this Principal Executive Officer's Financial Statement Certification has
been executed as of the October 6, 2017(Date of Execution).

O}J(‘K\' (Signature)

CEO

(Title)

10/617
(Date)
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Karmies Inc
BALANCE SHEETS
DECEMEER 31, 2016 AND 2015

(unaudited)
31 Dec 2016 31 Dec 2015
Assets
Cash and Cash Equivalents
Kammies Checking $132 343 40 %£33,040.45
Total Cash and Cash Equi’ $132,343.40 $33,040.45
Current Assets
CASH ACCOUNTS -5536.00 -8538 00
Pelty Cash 80 36 =50 36
Total Current Assets -$538.36 -$538.36
Property, Plant and Equipment
Computer Equipment $5.646 65 S0.00
Total Property, Plant and $5.64E.65 £0.00
Total Assets $137,451.69 $32.502.09
Liabilities and Equity
Liabilities
Current Liabilities
AMEX Business Account £3.198 14 -8500 12
Current Portion of LT Debl $370,000.00 S0.00
Total Current Liabilities $373,199.14 -$590.12
Mon-Current Liabilities
LONG TERM LIABILITIES $100.000.00 $100,000.00
LT Notes Payable %85,000 .00 585,000.00
Total Nen-Current Liabil $185.000.00 $185,000.00
Total Liabilities $558,199.14 £184,400.88
Equity
Additional Paid-in Capital £2.802 50 52 892 50
Current Year Earnings -$268 830 66 -$143,428.40
EQUITY - C-CORP $120,000.00 $120,000.00
Retained Eamings -$274.800.38 -5131,371.89
Total Equity -5420,747.45 -5151,907.79
Total Liabilities and Equity $137,451.69 $32,502.09




ABC COMPANY
STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMEER 31, 2016 AND 2015
(unaudited)

For the 12 months ended 31 December 2016

Dec-16 Dec-15
Revenue
Returms and Allowances 50.00 5102.00
Total Revenue £0.00 £102.00
Gross Profit $0.00 $102.00
_Dperating Income | (Loss) $0.00 §102.00
Other Income and Expense
Accounting Expanse -£661.00 -£12 165.18
Advertising Expense $0.00 -$88.09
Bank Charge Expense -3124.60 50,00
Colorado Unemployment Expe $0.00 -5280.24
Consulting Expense -$1,500.00 -51,650.00
Contractor Expense -52 875.00 -564 038 .50
Dues and Subscription Expens -$107.60 50.00
Employes Banefit Program Exp 588752 -5248.00
Employes Training -5367.00 50.00
Franchise Tax Expense -$400.00 $0.00
Ingurance (Corporate) Expenst 544 51 50.00
Internet Expense -§10.00 50.00
Makeling - Conferences -5124.92 50.00
Marketing Expense 5360 42 -51377.47
Meals and Entertainment -£231.02 -558.70
Meals and Entertainment (withs 5842 41 -518.77
Office Expense 511427 -5104 85
OPERATING EXPEMNSES -54 17328 5817897
Other Expense -52.10 -540.00
Other Travel Expense 575215 -§7.00
Payroll Processing Faes -£42375 -£33.00
Payroll Tax Expense -5608, 345 57 -513332.75
Postage & Delivery Expense §0.00 -542.00
Printing Expense $0.00 -340 84
Rent Expense -§13,308 82 $0.00
Software Developmant Expans “§12.436.61 <58 955.11
Software Expense -$097.78 -$619.87
Slate Income Tax Expansa 50.00 -5400.00
Supplies Expenze -5219.60 50.00
TRAVEL -$2.209.92 -52.50
Utility Expanse -£518.61 $0.00
Wage and Salary Expense -5156.385.11 -537.915.01
Websile Expense -3325.08 -5584. 64

Total Other Income and Expen -$268,830.66 -$143,530.49

Net Income | (Loss) before Ta -$268,839.66 $143428.49

Het income -$268,839.66 -$143,428.49




Inception

Tssuance of founders stock
Contributed capital

Net income (loss)
December 31, 2013

Net income (loss)
December 31, 2014

Net mcomne (loss)
December 31, 2015

Shares issued for cash
Net income (loss)
December 31, 2016

STATEMENTS OF STOCKHOLDERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

ABC COMPANY

(unaudited)
Preferred Stock Common stock Paid-in d Retained‘ Stockholder‘
Shares Amount Shares Amount Capital Earnings ' Equity
- $ - - $ - $ - $ - $ -
- - 10,000,000 - - - -
120,000 120,000 . . . . 120,000
J 120,000 $ 120,000 % 10,000,000 3 - $ - 3 - $ 120,000
120,000 $ 120,000 10,000,000 § s s - 5 2 $ 120,000
120,000 $ 120,000 10,000,000 3 - $ - 3 - $ 120,000
. . 837,447 20,000 . 20,000
120,000 $ 120,000 10,837.447 § 20000 § E $ 2 $ 140,000




ABC COMPANY

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

(unaudited)

Cash Summary

Karmies Inc
For the 12 months ended 31 December 2016
Excluding Sales Tax

Dec 2016

Dec 2015

Income

Returns and Allowances $0.00 $102.00
Total Income $0.00 $102.00
Less Operating Expenses

Accounting Expense $561.00 $12,165.18
Advertising Expense $0.00 $88.09
Bank Charge Expense $£124.60 F0.00
Colorado Unemployment Exgpo $0.00 2890 .24

Consulting Expense
Contractor Expense

Dues and Subscription Exper
Emplovyee Benefit Program E
Employee Training
Franchise Tax Expense
Insurance (Corporate) Expen
Internet Expense

Maketing - Conferences
Marketing Expense

NMeals and Entertainment
Meals and Entertainment (witlh
Office Expense

OFPERATING EXPENSES
Other Expense

Other Travel Expense

Pavyroll Processing Fees
Pavroll Tax Expense

Postage & Delivery Expense
Printing Expense

Rent Expense

Software Development Expen
Software Expense

State Income Tax Expense
Supplies Expense

TRAVEL

Utility Expense

VVage and Salary Expense
VWebsite Expense

Total Operating Expenses

$1.500.00
$2.875.00
$107 .60
887 .52
$3687 .00
$400.00
$44.51
$10.00
$124. 92
$3680. 42
$231.02
$8342_ 41
$114.27
$4.173.29
$2.10
$752.15
$123.75
$68,346.57
$0.00
$0.00
$13,.3e8.82
$12,436.61
$997.78
$0.00
$212.60
$2.209.92
$518.61
$156,385.11
$325.08
$268,839.66

$1.650.00
$64,038.50
$0.00
$248.00
$0.00
$0.00
$0.00
$0.00
$0.00
$1.377.47
$58.70
$19.77
$104.85
$817.97
$40.00
$7.00
$33.00
$13,332.75
$42.00
$40.84
$0.00
$8.955. 11
$619.87
$400.00
$0.00
$2.50
$0.00
$37.215.01
$584. 64
$143,530.49

COperatin Surplus {Deficit

-$268.839_66

Plus Non Operating Movements

CASH ACCOUNTS

Current Portion of LT Debt P:
Computer Eqquipment

LONG TERM LIABILITIES

LT Notes Pavable

Total Non Operating Mowven

$0.00
$370,000.00
-$5.616 .65
$0.00

$0.00
$364.353.35

-$5143.428_49

$538.00
$0.00

$0.00
$100,000.00
$60,000.00
$160,.538.00

Sales Tax Movements

Sales Tax Inputs $0.00 $0.00
Sales Tax Cutputs $0.00 $0.00
Net Sales Tax Movements $0.00 $0.00




NOTE 1 - NATURE OF OPERATIONS

Karmies Inc. was formed on September 29, 2013 (“Inception™) in the State of Delaware. The financial
statements of Karmies Inc. (which may be referred to as “Karmics”, the "Company”, "we,"” "us,” or "our"
arc prepared in accordance with accounting principles generally accepted in the United States of America

(“U.5. GAADP”). The Company’s headquarters arc located in Denver, CO.

"n

Karmies is a mobile content distribution platform that leverages the over 6 billion emojis sent every day.
Karmies’ platform enables custom, interactive emojis delivered on demand to the smartphone keyboard
based on things like geolocation and user preference.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
certain estimates and assumptions that affect the reported amounts of assets and liabilities, and the reported
amount of e¢xpenses during the reporting periods.  Actual results could materially differ from these
estimates. It 1s reasonably possible that changes in estimates will occur in the near term.

Fair Value of Financial Instruments

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability
(an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants as of the measurement date. Applicable accounting guidance provides an
established hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs
and minimizes the use of unobservable inputs by requiring that the most observable inputs be used when
available. Observable inputs are inputs that market participants would use in valuing the asset or liability
and are developed based on market data obtained from sources independent of the Company. Unobservable
inputs are inputs that reflect the Company’s assumptions about the factors that market participants would
use in valuing the asset or liability. There are three levels of inputs that may be used to measure fair value:

Level 1 - Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities
in active markets.

Level 2 - Include other inputs that are directly or indirectly observable in the marketplace.
Level 3 - Unobservable inputs which are supported by little or no market activity.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the
use of unobservable inputs when measuring fair value.

Fair-value estimates discussed herein are based upon certain market assumptions and pertinent information
available to management as of December 31, 20X1 and 20XX. The respective carrying value of certain on-
balance-sheet financial instruments approximated their fair values.

Cash and Cash Equivalents
For purpose of the statement of cash flows, the Company considers all highly liquid debt instruments
purchased with an original maturity of three months or less to be cash equivalents.

Revenue Recognition
The Company will recognize revenues from the Karmies on-line platform when (a) persuasive evidence
that an agreement exists; (b) the service has been performed; (c) the prices are fixed and determinable and

8



not subject to refund or adjustment; and (d) collection of the amounts due is reasonably assured.

Stock Based Compensation

The Company accounts for stock options issued to employees under ASC 718 Share-Based Payment. Under
ASC 718, share-based compensation cost to employees is measured at the grant date, based on the estimated
fair value of the award, and is recognized as expense over the employee’s requisite vesting period. The fair
value of cach stock option or warrant award is estimated on the date of grant using the Black-Scholes option
valuation model.

The Company measures compensation expense for its non-employee stock-based compensation under ASC
505 Equity. The fair value of the option issued or committed to be issued is used to measure the transaction,
as this is more reliable than the fair value of the services received. The fair value is measured at the value
of the Company’s common stock on the date that the commitment for performance by the counterparty has
been reached or the counterparty’s performance is complete. The fair value of the equity instrument is
charged directly to stock-based compensation expense and credited to additional paid-in capital.

Income Taxes

The Company applies ASC 740 Income Taxes (“ASC 7407). Deferred income taxes are recognized for the
tax consequences in future years of differences between the tax bases of assets and liabilities and their
financial statement reported amounts at cach period end, based on enacted tax laws and statutory tax rates
applicable to the periods in which the differences arc expected to affect taxable income. Valuation
allowances are established, when necessary, to reduce deferred tax assets to the amount expected to be
realized. The provision for income taxes represents the tax expense for the period, if any and the change
during the period in deferred tax assets and liabilities.

ASC 740 also provides criteria for the recognition, measurement, presentation and disclosure of uncertain
tax positions. A tax benefit from an uncertain position is recognized only if it is “more likely than not” that
the position is sustainable upon examination by the relevant taxing authority based on its technical merit.

The Company is subject to tax in the United States (“U.S.”) and files tax rcturns in the U.S. Federal
jurisdiction and in Delaware. The Company is subject to U.S. Federal, state and local income tax
examinations by tax authoritics for all periods since Inception. The Company currently is not under
examination by any tax authority.

Concentration of Credit Risk

The Company maintains its cash with a major financial institution located in the United States of America
which it believes to be creditworthy. Balances are insured by the Federal Deposit Insurance Corporation
up to $250,000. At times, the Company may maintain balances in excess of the federally insured limits.

NOTE 3 - DEBT

The company has following convertible notes at 6%bo interest rate outstanding, a summary provided
below:



Debt

Class 4 Total Sold Total Value of Offering
Convertible Note $11,833 $11,833

Convertible Note $185,000 $185,000

Convertible Note $100,000 $100,000

Convertible Note $300,000 $300,000

Convertible Note $50,000 $50,000

NOTE 4 - COMMITMENTS AND CONTINGENCIES

We are currently not involved with or know of any pending or threatening litigation against the Company
or any of its officers.

NOTE 5§ -STOCKHOLDERS’ EQUITY

Common Stock
We have authorized the issuance of 25,000,000 shares of our Common Stock with par value of $0.0001.
As of October 3, 2017 the Company has currently issued 10,837,447 shares of our Common Stock.

Preferred Stock

We have authorized the issuance of 1,000,000 shares of our Preferred Stock with par value of $0.0001. As
of October 6, 2017 the Company has currently issued 120,000 shares of our Preferred Stock.

NOTE 6 —RELATED PARTY TRANSACTIONS

None.

NOTE 7 - SUBSEQUENT EVENTS

The Company has evaluated subsequent events that occurred after December 31, 2016 through October 3,
2017, 2017, the issuance date of these financial statements. There have been no other events or transactions

during this time which would have a matenial effect on these financial statements.
10
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I, Megan Haines, the CEO of Karmies, hereby certify that the financial statements of Karmies
and notes thereto for the periods ending August 31, 2016 (beginning date of review) and August
31, 2017 End Date of Review) included in this Form C offering statement are true and complete
in all material respects and that the information below reflects accurately the information
reported on our federal income tax returns.

For the year 2016 the amounts reported on our tax returns were total income of $0; taxable
income of $0 and total tax of $0.

IN WITNESS THEREOF, this Principal Executive Officer's Financial Statement Certification has
been executed as of the October 6, 2017(Date of Execution).

O}J{L@" (Signature)

CEO (Title)
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Karmies Inc
Interim BALANCE SHEETS

FOR THE INTERIM PERIODS ENDING
August 31,2016 and August 31,2017

(unaudited)
31 Aug 2017 31 Aug 2016
Assets
Cash and Cash Equivalents
Karmies Checking $52,030.14 $156,779.35
Total Cash and Cash Equiva $52,030.14 $156,779.35
Current Assets
CASH ACCOLUNTS -$538.00 -$538.00
Deposits Paid $0.00 $550.00
Petty Cash -$0.36 -$0.36
Total Current Assets -$538.36 $11.64
Property, Plant and Equipment
Computer Equipment $5,646.65 $1,197.34
Total Property, Plant and Eq $5,646.65 $1,197.34
Total Assets $57,138.43 $157,988.33
Liabilities and Equity
Liabilities
Current Liabilities
Accounts Payable $26,704.25 $0.00
AMEX Business Account $3,199.14 $369.92
Current Portion of LT Debt P: $370,000.00 $270,000.00
Total Current Liabilities $399,903.39 $270,369.92
Non-Current Liabilities
LONG TERM LIABILITIES $100,000.00 $100,000.00
LT Notes Payable $185,000.00 $85,000.00
Total Non-Current Liabilitie $285,000.00 $185,000.00
Total Liabilities $684,903.39 $455,369.92
Equity
Additional Paid-In Capital $2,892.59 $2,892.59
Current Year Earnings -$207,017.51 -$145,473.80
EQUITY - C-CORP $120,000.00 $120,000.00
Retained Earnings -$543,640.04 -$274,800.38
Total Equity -$627,764.96 -$297,381.59
Total Liabilities and Equity $57,138.43 $157,988.33




ABC COMPANY

STATEMENTS OF OPERATIONS

FOR THE INTERIM PERIOD ENDING
August 31, 2017

(unaudited)
31 Aug 17 31 Aug 16

Gross Profit $0.00 $0.00
Operating Income / (Loss) $0.00 $0.00
Other Income and Expense

Accounting Expense $0.00 -$661.00
Bank Charge Expense $0.00 -$111.60
Contractor Expense -$910.00 -$2,875.00
Dues and Subscription Expense $0.00 -$107.60
Employee Benefit Program Expe $0.00 -$729.52
Employee Training $0.00 -$367.00
Franchise Tax Expense $0.00 -$400.00
Insurance (Corporate) Expense $0.00 -$44.51
Internet Expense $0.00 -$10.00
Marketing Expense $0.00 -$50.00
Meals and Entertainment $0.00 -$147.78
Meals and Entertainment (withou $0.00 -$462.61
Office Expense -$4,037.00 -$52.27
OPERATING EXPENSES -$15,316.99 -$180.18
Other Expense $0.00 -$2.10
Other Travel Expense $0.00 -$193.93
Payroll Processing Fees -$483.00 -$264.00
Payroll Tax Expense -$5,672.98 -$38,913.13
Rent Expense -$1,003.00 -$12,862.65
Software Development Expense $0.00 -$12,436.61
Software Expense $0.00 $472.42
Supplies Expense $0.00 -$219.60
TRAVEL $0.00 -$1,333.03
Utility Expense $0.00 -$518.61
Wage and Salary Expense -$179,594.54 -$71,952 57
Website Expense $0.00 -$306.10
Total Other Income and Expen -$207,017.51 -$145,473.80
Net Income [ {Loss) before Ta -$207,017.51 -$145,473.80




Inception

Tssuance of founders stock
Contributed capital

Net income (loss)
December 31, 2013

Net income (loss)
December 31, 2014

Net mcomne (loss)
December 31, 2015

Shares issued for cash
Net income (loss)
December 31, 2016

STATEMENTS OF STOCKHOLDERS’ EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

ABC COMPANY

(unaudited)
Preferred Stock Common stock Paid-in d Retained‘ Stockholder‘
Shares Amount Shares Amount Capital Earnings ' Equity
- $ - - $ - $ - $ - $ -
- - 10,000,000 - - - -
120,000 120,000 . . . . 120,000
J 120,000 $ 120,000 % 10,000,000 3 - $ - 3 - $ 120,000
120,000 $ 120,000 10,000,000 § s s - 5 2 $ 120,000
120,000 $ 120,000 10,000,000 3 - $ - 3 - $ 120,000
. . 837,447 20,000 . 20,000
120,000 $ 120,000 10,837.447 § 20000 § E $ 2 $ 140,000




ABC COMPANY

STATEMENTS OF CASH FLOWS

FOR THE INTERIM PERTOD ENDING August 31, 2017

(unaudited)
Aug 2017 Aug 2016

Income

Returns and Allowances $0.00 $102.00
Total Income $0.00 $102.00
Less Operating Expenses

Accounting Expense $0.00 $938.00
Bank Charge Expense $13.00 $111.60
Colorado Unemployment Expens $0.00 $289.24
Consulting Expense $1,500.00 $0.00
Contractor Expense $910.00 $6.298.00
Dues and Subscription Expense $0.00 $107.60
Employee Benefit Program Expe $158.00 $1.045.52
Employee Training $0.00 $367.00
Franchise Tax Expense $0.00 $400.00
Insurance (Corporate) Expense $0.00 $44.51
Internet Expense $0.00 $10.00
Maketing - Conferences $124.92 $0.00
Marketing Expense $310.42 $1.267.57
Meals and Entertainment $83.24 $147.78
Meals and Entertainment (withou $379.80 $462.61
Office Expense $4.,099.00 $52.27
OPERATING EXPENSES $19,310.12 $421.66
Other Expense $0.00 $2.10
Other Travel Expense $558.22 $1923.93
Payroll Processing Fees $642.75 $297.00
Payroll Tax Expense $33,193.85 $41.,522.18
Rent Expense $1,739.17 $12,662.65
Software Development Expense $0.00 $20,551.11
Software Expense $525.36 $652.38
Supplies Expense $0.00 $219.60
TRAVEL $876.89 $1,333.03
Litility Expense $0.00 $518.61
Wage and Salary Expense $239,235.40 $82,807.77
Website Expense $18.98 $586.86
Total Operating Expenses $303,679.12 $173,310.58

(&) pe rati ng S urelus ! Deficig

-$303,679.12

-$173,208.58

Plus Non Operating Movements

Deposits Paid $550.00 -$550.00
Current Portion of LT Debt Payat $100,000.00 $270,000.00
Com puter Equiprment -$4.,449.31 -$1,197.34
LT Notes Payable $100,000.00 $0.00
Total Non Operating Movemet $196,100.69 $268,252 66
Sales Tax Movements

Sales Tax Inputs $0.00 $0.00
Sales Tax Outputs $0.00 $0.00
Net Sales Tax Movements $0.00 $0.00
Net Cash Movement -$107,578.43 $95,044.08
Summary

Opening Balance $156,409.43 $61,365.35
Plus Net Cash Moverment -$107.,578.43 $95.044.08
Closing Balance $48,831.00 $156,409.43



NOTE 1 - NATURE OF OPERATIONS

Karmies Inc. was formed on September 29, 2013 (“Inception”) in the State of DE. The financial statements
of Karmies Inc. (which may be referred to as “Karmies”, the "Company”, "we," "us," or "our") are prepared
in accordance with accounting principles generally accepted in the United States of America (“U.S.

GAAP”). The Company’s headquarters are located in Denver, CO.

"nn

Karmies is a mobile content distribution platform that leverages the over 6 billion emojis sent every day.
Karmies’ platform enables custom, interactive emojis delivered on demand to the smartphone keyboard
based on things like geolocation and user preference.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
certain estimates and assumptions that affect the reported amounts of assets and liabilities, and the reported
amount of expenses during the reporting periods. Actual results could materially differ from these
cstimates. It is reasonably possible that changes in estimates will occur in the near term.

Fair Value of Financial Instruments

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability
{(an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants as of the measurement date. Applicable accounting guidance provides an
established hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs
and minimizes the use of unobservable inputs by requiring that the most observable inputs be used when
available. Observable inputs are inputs that market participants would use in valuing the asset or liability
and are developed based on market data obtained from sources independent of the Company. Unobservable
inputs are inputs that reflect the Company’s assumptions about the factors that market participants would
use in valuing the asset or liability. There are three levels of inputs that may be used to measure fair value:

Level 1 - Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities
in active markets.

Level 2 - Include other inputs that are directly or indirectly observable in the marketplace.
Level 3 - Unobservable inputs which are supported by little or no market activity.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the
usc of unobservable inputs when measuring fair value.

Fair-value estimates discussed herein are based upon certain market assumptions and pertinent information
available to management as of December 31, 20X1 and 20X X. The respective carrying value of certain on-
balance-sheet financial instruments approximated their fair values.

Cash and Cash Equivalents
For purpose of the statement of cash flows, the Company considers all highly liquid debt instruments
purchased with an original maturity of three months or less to be cash equivalents.

Revenue Recognition
The Company will recognize revenues from the Karmies online platform when (a) persuasive evidence that
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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.

Stock Based Compensation

The Company accounts for stock options issued to employees under ASC 718 Share-Based Payment. Under
ASC 718, share-based compensation cost to employees is measured at the grant date, based on the estimated
fair value of the award, and is recognized as expense over the employee’s requisite vesting period. The fair
value of each stock option or warrant award is estimated on the date of grant using the Black-Scholes option
valuation model.

The Company measurcs compensation expense for its non-employee stock-based compensation under ASC
505 Equity. The fair value of the option issued or committed to be issued is used to measure the transaction,
as this is more reliable than the fair value of the services received. The fair value is measured at the value
of the Company’s common stock on the date that the commitment for performance by the counterparty has
been reached or the counterparty’s performance is complete. The fair value of the equity instrument is
charged directly to stock-based compensation expense and credited to additional paid-in capital.

Income Taxes

The Company applies ASC 740 Income Taxes (*“ASC 740”). Deferred income taxes are recognized for the
tax consequences in future years of differences between the tax bases of assets and liabilities and their
financial statement reported amounts at cach period end, based on enacted tax laws and statutory tax rates
applicable to the periods in which the differences are expected to affect taxable income. Valuation
allowances are established, when necessary, to reduce deferred tax assets to the amount expected to be
realized. The provision for income taxes represents the tax expense for the period, if any and the change
during the period in deferred tax assets and liabilities.

ASC 740 also provides criteria for the recognition, measurement, presentation and disclosure of uncertain
tax positions. A tax benefit from an uncertain position is recognized only if it is “more likely than not” that
the position is sustainable upon examination by the relevant taxing authority based on its technical merit.

The Company is subject to tax in the United States (“U.S.”) and files tax returns in the U.S. Federal
jurisdiction and Delaware. The Company is subject to U.S. Federal, state and local income tax examinations
by tax authorities for all periods since Inception. The Company currently is not under examination by any
tax authority

Concentration of Credit Risk

The Company maintains its cash with a major financial institution located in the United States of America
which it believes to be creditworthy. Balances are insured by the Federal Deposit Insurance Corporation
up to $250,000. At times, the Company may maintain balances in excess of the federally insured limits.

NOTE 3 - DEBT
The company has following convertible notes at 6% interest rate outstanding, a summary provided
below:



Debt

Class 4 Total Sold Total Value of Offering
Convertible Note $11,833 $11,833

Convertible Note $185,000 $185,000

Convertible Note $100,000 $100,000

Convertible Note $300,000 $300,000

Convertible Note $50,000 $50,000

NOTE 4 - COMMITMENTS AND CONTINGENCIES

We are currently not involved with or