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CPAs & ADVISORS
INDEPENDENT AUDITOR’S REPORT
July 17, 2021
To: Board of Directors, Al INCUBE INC.

Re: 2020-2019 Financial Statement Audit

We have audited the accompanying financial statements of Al INCUBE INC. (a corporation organized in
Delaware) (the “Company”), which comprise the balance sheets as of December 31, 2020 and 2019, and
the 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 financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2020 and 2019, 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 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 IndiﬂoSQ’\re CPA Group

IndigoSpire CPA Group, LLC
Aurora, CO

July 17, 2021



Liabilities and Shareholders' Deficit
Current liabilities

Accounts payable $ 62,549 $ 82,526
Other current liabilities 72,458 29,216
Total current liabilities 135,007 111,742

EIDL loan payable 450,000 0
Convertible notes and accrued interest payable 1,285,018 1,217,586
Total liabilities 1,870,025 1,329,328
Common Stock 1,107,620 1,107,620
Accumulated deficit (1,540,893) (1,490,038)
Total shareholders' deficit (433,272) (382,418)

Total Liabilities and Shareholders' Deficit $ 1,436,753 $ 946,910




Interest income (expense), net
Other income

Amortization (expense)
Depreciation (expense)

Income tax

Net loss

(13,228) (14,955)
16,407 750

(182,444) (47,933)

(333) (774)

(1,786) (17,758)

$ (52,981) $ 657,377




Balances - December 31, 2018
Net loss

Balances - December 31, 2019
Foreign currency translation adjustment
Net loss

Balances - December 31, 2020
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Total Shareholders'

Common Stock Accumulated Deficit Deficit
$ 1,107,620 $ (2,147,415) $ (1,039,795)
657,377 657,377
$ 1,107,620 $ (1,490,038) $ (382,418)
2,126 2,126
(52.981) (52,981)

$ 1,107,620

$  (1,540,893)

$ (433,272)
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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 of EIDL loan payable

Proceeds of convertible notes, accrued interest
Total Cash Flows from Financing

Total Cash Flows
Beginning Cash Balance

Ending Cash Balance
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43,242 12,750
(26,856) 674,567
(657,749) (1,139,582)
(657,749) (1,139,582)
450,000 0
67,432 103,506
519,558 103,506
24,110 (361,509)
3,456 364,965

$ 27,566 $ 3,456
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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



Ay, EXPCIIGITIEES 10T ECHCWalS 219 WOPIOVCICIS 1AE assosure o 10k enGhes uma o SN 1€ [CEUILCE 5L CUSL 1 16 €8 PRI GALERLLS 3| AL EAPE
Fnemees vt usofil Bl o un wsscturc cupitaliced. Fxpenditures for e Toanty add o e prodiucive capacity o evend e eefel s of an asset sne copialized. Expndiares for imaBcantly addfo s productive capucty or cxtead e seeful Bt
zorels wma. o cqupment is reiircd or sold. fac cost and rchied muinicance s ropairs w1 oxponsed ws ingured. When cquipment is roicol or 3ok, the cost and celuied maimtenance and repairs are expensed as incuree. When equipn

115 proviacn using e swaiga-nn
sem yeurs depending on the nsset typ

sin development costs incurred in CONICCTON Wit 1S WGCIIAL USC SOTOWAIC 20a 1N LOMpRNY CHPILILIZGS CCTIAIN GEYEWPITCTL COSIN TCUTTUS JIMPANY CApIILAES CETLAIN UEVEIOPIIENL CUStS ICUTCEW )
s are prinerily related to its performance taol that is hosted by the Company and ‘wabsite, These capitalized oosts are primarily relatcd to its performancc tol shat s bosicd by the Company and wnito. costs ure prirm ol s
2 web upplication on u subseription basis. Costs ineurred in the pretiminary stuges accessed by its customers via 2 web application on a subscription basis. Costs incurred in the preliminary stages acoesscd by ifs customcrs via a web wuhcanwn ona subscnun asis. Costs incu
ss incurred. Onos an application has reached the development stage, internal and O dovelpmcit o expetnd s incurted. (nes s upplicaion hus reached 110 dove clapmént st il of Sevelopment 1o expensd oy tcnivd. Once 1 sppfeation i ech e
‘zemental, are capitalized untl the softwarc is substentially completc and ready for cxtermal conts, i ditoct und merementel, nre captahised il the softwar exterral costs, i direct and incremental, are capitalized until the software fs substar
4 cemncs upon Gompletiun of ull substantial Wsting. The Company who cupitalings its intended use. ation ceases upon completion of all substanti it imtendod usc, Crpitalization ccascs upon completion of sll subssamial tesing. 1
ics and cohancements when it is probablc the cxpenditurcs will result in additional g it ol -

intemance costs arc cxpensed 48 imourred. Internal use software is amortized on &
muted useul e, gencrlly thece yeurs, The Comprny cepitahizcd $1,285.700 und

T P
CRELlELLAE N LW e s L,

et
VAL G &) o e Tt i e st Seawe w1 Craas medoimeh & T A

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 capitalized $1,285,700 and
$747,890 in internal use software during the years ended December 31, 2020 and 2019, respectively.

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, 2020 and 2019, the Company maintained
long-lived assets with a net book value of $1,405,920 and $930,614 as of December 31, 2020 and 2019,
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.
e 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
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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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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. 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.

Nore ¢ -

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.



01 UDS CVAIGHLOR, 10 SQUINONIL IMACTIAL CVCNS WeIC J0CIUICH WILCD WOUIE NEIADIC W0 NSO BN OB 08 CEIIIIL 10 AGOHIOTAL RETIAL CUCTI WCTC UCTITIEG WA T AValIE W DE UL Do o1 U
¢ linangial statcmgnts. adjustment or disclosure in the financial statements. adiustment or diselosure in the fimneial statements,




