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REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders
Mercury Technologies, Inc.
San Francisco, California

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Mercury Technologies,
Inc. and subsidiaries (collectively, the “Company”), which comprise the consolidated balance
sheets as of December 31, 2020 and 2019, and the related consolidated statements of
operations, changes in stockholders’ equity, and cash flows for the years then ended, and the
related notes to the consolidated financial statements.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally accepted in the United
States; this includes the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audits. We conducted our audits in accordance with auditing standards generally accepted in
the United States. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Company's preparation and
fair presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating
the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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$ 30,884,122 § 21,758,890

Long-term labilies:
Licensing fee payable - net of cumrent portion
Total liabilities
Stockholders’ equity:
Common stock; $0.0001 par value;18,700,000 shares
authorized: 7,420,405 shares issued and outstanding
as of December 31, 2020 and 6,885,000 shares
issued and outstanding as of December 31, 2019
Preferred stock; 50.0001 par value: 7,835,555 shares
authorized; 7,835,468 shares issued and outstanding
as of December 31, 2020 and 2018
Additional paickin capital
Accumulated deficit
Total stockholders'’ equity

Total liabilities and stockholders’ equity

See accompanying notes to consolidated financial statements.
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Long-term liabilities:
Licensing fee payable - net of current portion

Total liabilities

Stockholders' equity:
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See accompanying notes to consolidated financial statements.
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Ihe Company believes that by raising capital, It will enable It to effectively execute these
goals quickly and continue for a reasonable period of time.

Consolidation: The consolidated financial statements include the accounts of Mercury
Technologies, Inc. and its wholly-owned subsidiaries, Mercury Labs, Inc. and Mercury
Advisory, LLC (collectively, the “Company”). Mercury Advisory, LLC had no operations
during 2020 and 2019. All intercompany transactions have been eliminated in the
consolidated financial statements.

Basis of Accounting: The accompanying consolidated financial statements have been
prepared on the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States (“GAAP”) as determined by the Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC").

Use of Estimates: The preparation of consolidated financial statements in conformity with
GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the consolidated financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates.

Concentrations and Credit Risk: Financial instruments which potentially subject the
Company to concentrations of credit risk consist principally of cash and accounts
receivable. The Company maintains its cash in various financial institutions with balances
that periodically exceed federally insured limits. Accounts receivable consist of
transactions entered into in the ordinary course of business with customers primarily in
the United States and is monitored on a regular basis.

As of and for the year ended December 31, 2020 and 2019, one customer accounted for
100% of accounts receivable and revenue.

Accounts Receivable: Accounts receivable is stated at the contract amount. The
Company continually reviews their customer account balances for collectability.
Management monitors outstanding receivable balances and provides an allowance for
any amounts determined to be uncollectible. An allowance for doubtful accounts was not
deemed necessary at December 31, 2020 and 2019.
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accordance with FASB guidance, ASU 3bU-5U, vvebsite Development Costs. Certain
costs associated with the development of a website application and infrastructure may be
capitalized as incurred. The Company capitalized $1,800,000 related to the purchase of
the Company’s domain name. The Company considers this to be an indefinite lived
intangible asset and assess the need for impairment on an annual basis to determine
whether it is more likely than not that the fair value of the asset is less than its carrying
amount. No impairment was recorded during 2020 or 2019.

Advertising Costs: The Company expenses advertising costs as incurred. Advertising
and promotional costs was $580,103 for 2020 and $528,865 for 2019.

Revenue Recognition: Effective January 1, 2020, the Company adopted ASU No. 2014-
09, “Revenue from Contracts with Customers (Topic 606)” (“Topic 606”), which provides
guidance for revenue recognition. Topic 606 affects any entity that enters into contracts
with customers to transfer goods or services. The update eliminates all transaction and
industry-specific accounting principles and replaces them with a unified, five step
approach. The standard’s core principle is that a company should recognize revenue when
it transfers promised goods or services to customers in an amount that reflects the
consideration to which a company expects to be entitled in exchange for those goods or
services. The Company adopted the standard during 2020, under the modified
retrospective transition method. The adoption of Topic 606 did not have a material impact
on the Company’s beginning of year stockholders’ equity or revenue for 2020 and 2019.

The Company has one primary source of revenue that is earned each time a customer
uses their bank card for a transaction. These contracts consist of a single performance
obligation and the Company’s revenue is recognized at the time of the transaction.
Transaction related revenue totaled $2,563,566 for 2020 and $132,470 for 2019.

The Company also earns rebates based on certain metrics tied to customer daily account
balances with third party financial institutions. These rebates are accrued for monthly over
the period earned. Rebates totaled $150,067 for 2020 and $340,653 for 2019.

Economic factors may impact the nature, amount, and timing of revenue recognition.
Customers are evaluated for credit-worthiness prior to acceptance of the contract and
contracts do not include variable consideration or financing components. Substantially all
contracts are completed within one year of acceptance and payment typically is expected
within 30 days.
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Income Tax Uncertainties: The Company follows FASB guidance for how uncertain tax
positions should be recognized, measured, disclosed and presented in the consolidated
financial statements. This requires the evaluation of tax positions taken or expected to be
taken in the course of preparing the Company's tax returns to determine whether the tax
positions are "more-likely-than-not" of being sustained "when challenged" or "when
examined" by the applicable tax authority. Tax positions not deemed to meet the more-
likely-than-not threshold would be recorded as a tax expense and liability in the current
year. Management evaluated the Company's tax positions and concluded that the
Company has taken no uncertain tax positions that require adjustment to the consolidated
financial statements to comply with the provisions of this guidance. The Company is not
currently under audit by any tax jurisdiction.

Stock-Based Compensation: The Company follows FASB guidance, related to share-
based payments, which requires that share-based compensation transactions be
accounted for using a fair-value based method and recognized as expense in the
consolidated statements of operations. Stock-based compensation is recognized and
amortized to compensation expense over the applicable service or vesting period.

Property and Equipment:

Property and equipment consisted of the following at December 31:

Depreciation expense was $33,369 for 2020 and $11,676 for 2019.



Licensing Fee Payable:

During October 2019, the Company entered into an agreement with a third for the
acquisition of the Company’s domain name, www.mercury.com for $1,800,000. The
agreement bears no stated interest rate and requires annual repayments of $200,000 to
$500,000 through November 2023. The outstanding balance was $1,400,000 and
$1,600,000 at December 31, 2020 and 2019, respectively.

Stockholders’ Equity:

Pursuant to the Company’s amended articles of incorporation, the Company is authorized
to issue 26,535,555 shares of stock, consisting of 18,700,000 shares of common stock,
$0.0001 par value per share, 1,215,000 shares of Founders Preferred Stock, $0.0001 par
value per share, and 6,620,555 shares of preferred stock, $0.0001 par value per share.
Authorized preferred stock was divided into various classes, designated as Series A-1
(3,360,451 shares), Series A-2 (23,333 shares), Series A-3 (72,458 shares), Series A-4
(40,499 shares), Series A-5 (345,593 shares), Series Seed (2,612,442 shares), Series
Seed-1 (145,740 shares), and Series Seed-2 (20,039 shares) at December 31, 2020 and
2019.

The Company has issued and outstanding 7,420,405 and 6,885,000 shares of common
stock at December 31, 2020 and 2019, respectively. The Company has issued and
outstanding 7,835,468 shares of preferred stock at December 31, 2020 and 2019. The
holder of each share of stock is entitled to one vote. Holders of each series of preferred
stock are entitled to vote together with the holders of common stock as a single class. The
voting, dividend, and liquidation rights of the holders of the common stock are subject to
and qualified by the rights, powers and preferences of the holders of the preferred stock.

During 2019, the Company issued $95,000 in Simple Agreements for Future Equity
(“SAFE”) bringing the total outstanding SAFE balance to $1,240,000. The Company then
converted the total outstanding balance into 481,883 shares of Series Seed-A preferred
stock in July 2019.

10



Stock Option Plan:

The Company has granted options to certain employees and non-employees pursuant to
the terms of its 2017 Stock Plan. Under this plan, the maximum number of shares
available to be granted are 2,081,715 shares of common stock. Options vest over various
terms ranging from vesting immediately to ratably over a six year vesting term with some
options containing a cliff vesting clause. The term of the Stock Plan is ten years.

The Company follows FASB guidance, related to share-based payments, which requires
that share-based compensation transactions be accounted for using a fair-value-based
method and recognized as expenses in the consclidated statements of operations. The
Company uses the Black-Scholes pricing model to value options.

11
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As of December 31, 2020 and 2019, there were 1,525,171 and 1,588,992 shares,
respectively, available for future issuance.

The following table summarizes additional information about stock options outstanding
and exercisable at December 31, 2020:
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The fair value of each option was estimated as of the grant date using the Black-Scholes
pricing model. The assumptions used in calculating the estimated fair values of stock
options granted during 2020 and 2019 are as provided below:

The Company recognized stock compensation expense of $150,129 during 2020. No
stock compensation expense was recognized during 2019. Unrecognized compensation
expense totaling $296,704 is expected to be recognized ratably through 2026.

Lease:

The Company leases its office space through a non-cancelable operating lease
agreement. The Company leased an office on a month-to-month basis before signing a
lease at a new office with a three year term in August 2019. The lease calls for monthly
rent payments as well as various common area maintenance charges. The lease calls for
rent escalations over the lease term. Management has determined the effects of recording
straight-line rent to be immaterial to the consolidated financial statements. Rent expense
was $345,444 for 2020 and $155,615 for 2019. The future minimum lease payments are
as follows: $368,440 — 2021 and $256,758 — 2022.
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$14,UU0,UUU at December 31, 2UZU, avallable to oOffset future taxable Income In
accordance with the Internal Revenue Service regulations.

Management believes that a full valuation allowance is appropriate given the current
estimates of future taxable income, as well as consideration of available tax planning
strategies. The ultimate realization of the net deferred tax asset is dependent upon the
generation of future taxable income during periods in which temporary differences become
deductible.

Subsequent Events:

Management has evaluated subsequent events through September 1, 2021, the date the
consolidated financial statements were available for issuance, and has determined there
are no subsequent events to be reported in the accompanying consolidated financial
statements other than disclosed below.

During 2021, the Company raised $154,434,789 through the issuance of 2,010,265 shares

of Series B Preferred stock. The Company also issued 1,455,876 shares of Series B-1
Preferred stock through the conversion of its convertible notes.
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