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CPAs & ADVISORS
INDEPENDENT AUDITOR’S REPORT
March 28, 2022
To: Board of Directors, Al INCUBE INC.

Re: 2021-2020 Financial Statement Audit

We have audited the accompanying consolidated financial statements of Al INCUBE INC. (a corporation
organized in Delaware) (the “Company”), which comprise the consolidated balance sheets as of
December 31, 2021 and 2020, and the consolidated related statements of income, stockholders’
equity/deficit, and cash flows for the calendar year periods thus ended, and the related notes to the
financial statements.

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.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’'s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the 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 entity’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 financial statements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Company as of December 31, 2021 and 2020, and the results of its
operations, shareholders’ equity/deficit and cash flows for the calendar year periods thus ended in
accordance with accounting principles generally accepted in the United States of America.

Going Concern

The accompanying consolidated financial statements have been prepared assuming that the Company
will continue as a going concern. As discussed in the Notes to the financial statements, the Company has
suffered recurring losses from operations and has a net capital deficiency that raise substantial doubt
about its ability to continue as a going concern. Management's evaluation of the events and conditions
and management's plans regarding these matters are also described in the Notes to the financial
statements. The financial statements do not include any adjustments that might result from the
outcome of this uncertainty. Our opinion is not modified with respect to this matter.

Sincerely,

I I Indic_z)ogq'\re CPA Groug

IndigoSpire CPA Group, LLC
Aurora, CO

March 28, 2022



Liabilities and Shareholders' Deficit
Current liabilities
Accounts payable
Other current liabilities
Total current liabilities

EIDL loan payable
Convertible notes and accrued interest payable
Total liabilities

Common Stock
Preferred Stock
Accumulated deficit
Total shareholders' deficit

Total Liabilities and Shareholders' Deficit

$ 1,434 $ 62,549
324,835 72,458
326,269 135,007
450,000 450,000

2,024,000 1,285,018
2,800,269 1,870,025
1,107,620 1,107,620
167,000 0
(2,014,875) (1,540,893)
(740,255) (433.272)

$ 2,060,014 $ 1,436,753




Interest income (expense), net
Other income

Amortization (expense)
Depreciation (expense)

Income tax

Net loss

(11,428) (13,228)

67,148 16,407

(732) (182,444)

0 (333)

(12,712) (1,786)

$ (277,459) $ (52.981)




Balances — January 1, 2020
Foreign currency translation adjustment
Net loss

Balances - December 31, 2020
Issnance of securities
Foreign currency translation adjustment
Net loss

Balances - December 31, 2021

Accumulated Total Shareholders'
Common Stock Preferred Stock Deficit Deficit

$ 1,107,620 $ 0 $ (1,490,038) $ (382,418)
2,126 2,126
(52,981) (52,981)
$ 1,107,620 $ 0 $  (1,540,893) $ (433272)
167,000 167,000
(196,523) (196,523)
(277,459) (277,459)
$ 1,107,620 $ 167,000 $  (2,014,875) $ (740,255)




Accounts payable
Other current liabilities
Total Cash Flows from Operations

Cash Flows from Investments
Intangible asset expenditures
Total Cash Flows from Investments

Cash Flows from Financing
Proceeds (repayment) of EIDL loan
Proceeds from issuance of securities
Proceeds of convertible notes, accrued interest

Total Cash Flows from Financing

Total Cash Flows
Beginning Cash Balance

Ending Cash Balance

T3

YRRV

(61,115) (19,977)
252,377 43,242
(285,978) (26,856)
(635,512) (657,749)
(635,512) (657,749)
0 450,000

167,000
738,982 67,432
905,982 519,558
(15,509) 24,110
27,566 3,456
$ 12,507 $ 27,566
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The preparation of the financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the amounts reported in the financial statements and the footnotes thereto. Actual
results could differ from those estimates.

The Company, routinely assesses
its outstanding accounts. As a result, the Company believes that its accounts receivable credit risk exposure is
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accessed by its customers via a web application on a subscription basis. Costs incurred in the preliminary stages
of development are expensed as incurred. Once an application has reached the development stage, internal and
external costs, if direct and incremental, are capitalized until the software is substantially complete and ready for
its intended use. Capitalization ceases upon completion of all substantial testing. The Company also capitalizes
costs related to specific upgrades and enhancements when it is probable the expenditures will result in additional
features and functionality. Maintenance costs are expensed as incurred. Internal use software is amortized on a
straight-line basis over its estimated useful life, generally three years.

The Company reviews the carrying value of long-lived assets for impairment whenever events and circumstances
indicate that the carrying value of an asset may not be recoverable from the estimated future cash flows expected
to result from its use and eventual disposition. In cases where undiscounted expected future cash flows are less
than the carrying value, an impairment loss is recognized equal to an amount by which the carrying value exceeds
the fair value of assets. The factors considered by management in performing this assessment include current
operating results, trends and prospects, the manner in which the property is used, and the effects of obsolescence,
demand, competition, and other economic factors. As of December 31, 2021 and 2020, the Company maintained
long-lived assets with a net book value of $1,499,819 and 1,405,920 as of December 31, 2021 and 2020,
respectively.

Fair Value Measurements
The Company has determined the fair value of certain assets and liabilities in accordance with United States
generally accepted accounting principles (“GAAP”), which provides a framework for measuring fair value.

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 on the measurement date. Valuation techniques should maximize the use of observable inputs
and minimize the use of unobservable inputs.

A fair value hierarchy has been established, which prioritizes the valuation inputs into three broad levels.
o Level 1 inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting
entity has the ability to access at the measurement date.
e Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the
related asset or liability.
e Level 3 inputs are unobservable inputs related to the asset or liability.

The Company is taxed as a C corporation. The Company complies with FASB ASC 740 for accounting for
uncertainty in income taxes recognized in a company’s financial statements, which prescribes a recognition
threshold and measurement process for financial statement recognition and measurement of a tax position taken
or expected to be taken in a tax return. For those benefits to be recognized, a tax position must be more-likely-
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NOTE 3 INCOME TAX PROVISION

iscussed above, the Company i

a earporation for federal income tax purpose

As discussed above, the Company is a C corporation for federal income tax purposes. The Company has incurred
tax losses since inception, however valuation allowances has been established against the deferred tax assets
associated with the carryforwards of those losses as there does not yet exist evidence that the deferred tax assets
created by those losses will ever by utilized.
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Long-Term Liahilities Lang-Term
The Company has issued approximately $2.024,000 of convertible notes and accrued but wnpaid interest as of The Compa

approximately $2,024,000 of convertibl

The Company conducted a Regulation CF securities campaign and issued convertible notes totaling
approximately $1mm.

EIDL Loans

The Company was granted a loan from the Small Business Administration (“SBA”) in the amount of $450,000
pursuant to the Economic Injury Disaster Loan (“EIDL”) program in 2020. The EIDL, established as part of the
Coronavirus Aid, Relief and Economic Security Act was enacted March 27, 2020. The loan bears interest at a
rate of 3.75 percent per annum and is payable over 30 years.

~orEe ¢ -

Litigation

The Company, from time to time, may be involved with lawsuits arising in the ordinary course of business. In
the opinion of the Company's management, any liability resulting from such litigation would not be material in
relation to the Company's consolidated financial position, results of operations and cash flows. There is no
pending or threatened litigation.

The Company is not aware of any related party transactions outside the normal course of its business.

These financial statements are prepared on a going concern basis. The Company began operations in 2009. The
Company has an accumulated loss since inception. The Company’s ability to continue is dependent upon
management’s plan to grow profitable operations and raise additional funds. The financial statements do not
include any adjustments that might be necessary if the Company is not able to continue as a going concern.






