Offering Memorandum: Part II of Offering Document (Exhibit A to Form
C)

The Smart Tire Company Inc.
1450 Firestone Pkwy, Unit E
Akron, OH 44301

https://www.smarttirecompany.com

Up to $3,703,441.60 in Series Seed-1 Preferred Stock at $4.60
Minimum Target Amount: $9,995.80

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

In making an investment decision, investors must rely on their own examination of
the issuer and the terms of the offering, including the merits and risks involved. These
securities have not been recommended or approved by any federal or state securities
commission or regulatory authority. Furthermore, these authorities have not passed
upon the accuracy or adequacy of this document.

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

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



Company:

Company: The Smart Tire Company Inc.

Address: 1450 Firestone Plkwy, Unit E, Akron, OH 44301
State of Incorporation: DE

Date Incorporated: August 12, 2020

Terms:

Equity

Offering Minimum: $9,995.80 | 2,173 shares of Series Seed-1 Preferred Stock
Offering Maximum: $3,703,441.60 | 805,096 shares of Series Seed-1 Preferred Stock
Type of Security Offered: Series Seed-1 Preferred Stock

Purchase Price of Security Offered: $4.60

Minimum Investment Amount (per investor): $243.80

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

The Company and its Business

Company Overview

The SMART Tire Company designs and manufactures airless tires made from shape
memory alloys. Our beachhead product is a high performance bicycle tire called
METL™, We intend to serve both consumer and B2B (fleet) operations through our
micromobility partner Spin (a subsidiary of Ford Mobility). In addition, we are
developing new lunar tires for upcoming moon missions (Project Artemis) in
collaboration with major aerospace companies.



The SMART Tire Company was initially organized as The SMART Tire Company, LLC,
a Delaware LLC on 08/12,/2020 and converted to a Delaware C-Corp on 03,/21,/2021

The Company’s Intellectual Property ("IP”):

The Company has been granted a non-exclusive, commercial license by NASA for the
following patents:

U.S. Patent No.: 10,449,804

o Title: Superelastic Tire

o Issue Date: 10/22,/2019

U.S. Patent No.: 10,427,461

o Title: Radially Stiffened Shape Memory Alloy Tire
o Issue Date: 10/01,/2019

The Company has been granted a partially exclusive, commercial license by NASA for
the following pending patents:

U.S. Patent Application No.: 17/119,632

o Title: Shape Memory Alloy Tubular Structure

o Filing Date: 12/11,/2020

The Company has applied for the following trademarks with the USPTO:
Name: METL

Serial Number: 90888461

Name: SMART

Serial Number: 90888469

The Company has received a notice of allowance from the USPTO for the following
trademarks:

Name: Reimagining the Wheel

Serial Number: 90524595

In addition, The Company has other IP that it has developed including new tire
designs.

Competitors and Industry

The global tire market is a highly fragmented $250B industry, with the Big 4



(Bridgestone, Michelin, Goodyear and Continental) each owning less than 20% market
share. Goodyear is the only major American tire company remaining in existence. All
major tire companies today are primarily rubber companies, with large multi-billion
dollar capital investments in rubber processing and manufacturing capabilities. The
SMART Tire Company, on the other hand, specializes in advanced materials
(specifically shape memory alloys).

Overall industry growth has been steady at around 4-5% CAGR; however, the two
wheel market segment is at > 10%. Micromobility and EV segments are poised to
continue rapid growth over the next 5-10+ years and are perfectly suited for new tire
technology.

sources:

https://www.statista.com/statistics/225677/revenue-of-the-leading-tire-producers-
worldwide/

https://www.smithers.com/resources/2021/november/tire-industry-rebounds-to-
$264-hillion-in-2021

https://www.bloomberg.com,/press-releases/2019-04-15/global-two-wheeler-tire-
market-will-grow-at-a-cagr-of-10-during-2019-2023-technavio

Current Stage and Roadmap

STC is currently in the advanced prototype stage developing the METL™ tire for
bicycles and electric scooters. We operate out of a 5,000 square foot innovation center
in Akron, OH.

We expect to launch early road test of the METL™ tire in 2022, with product launch to
follow.

Our partners include Spin (a subsidiary of Ford Mobility), Felt Bicycles, NASA (as
defined in a Space Act Agreement and technology licenses), and multiple aerospace
contractors.

The Team

Officers and Directors

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

e Position: CTO
Dates of Service: August 12, 2021 - Present
Responsibilities: Technical Leadership, Business Development. Brian receives



$100k per year for this role.

Other business experience in the past three years:

e Employer: IDEX
Title: Senior Software Engineer
Dates of Service: September 24, 2018 - July 01, 2021
Responsibilities: software development

Other business experience in the past three years:

e Employer: Fanstreme
Title: Co-founder/ CTO
Dates of Service: March 11, 2016 - Present
Responsibilities: Webmaster

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

¢ Position: CEO
Dates of Service: August 12, 2021 - Present
Responsibilities: Business development, fundraising. Earl receives $100k per year
for this role.

Other business experience in the past three years:

¢ Employer: Fanstreme
Title: CEO
Dates of Service: March 11, 2016 - Present
Responsibilities: Marketing

Other business experience in the past three years:

e Employer: Perthes Kids Foundation
Title: Founder
Dates of Service: September 01, 2007 - Present
Responsibilities: Fundraising, management, marketing

Other business experience in the past three years:

e Emplover: University of Washington - Michael G. Foster School of Business



Title: Mentor
Dates of Service: October 01, 2020 - Present
Responsibilities: Mentor to business school students

Other business experience in the past three years:

¢ Employer: Stanford Seed
Title: Marketing consultant
Dates of Service: July 01, 2020 - Present
Responsibilities: Marketing

Other business experience in the past three years:

¢ Employer: Techstars
Title: Mentor
Dates of Service: April 01, 2021 - Present
Responsibilities: Mentor to acclerator participants

Other business experience in the past three years:

e Employer: California State University, Chico
Title: Engineering Leadership Advisory Council
Dates of Service: May 01, 2021 - Present
Responsibilities: Leadership advisor

Risk Factors

The SEC requires the company to identify risks that are specific to its business and its
financial condition. The company is still subject to all the same risks that all
companies in its business, and all companies in the economy, are exposed to. These
include risks relating to economic downturns, political and economic events and
technological developments (such as hacking and the ability to prevent hacking).
Additionally, early-stage companies are inherently more risky than more developed
companies. You should consider general risks as well as specific risks when deciding
whether to invest.

These are the risks that relate to the Company:

Uncertain Risk

An investment in the Company (also referred to as “we”, “us”, “our”, or “Company”)
involves a high degree of risk and should only be considered by those who can afford
the loss of their entire investment. Furthermore, the purchase of any of the common
stock should only be undertaken by persons whose financial resources are sufficient to
enable them to indefinitely retain an illiquid investment. Each investor in the
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Company should consider all of the information provided to such potential investor
regarding the Company as well as the following risk factors, in addition to the other
information listed in the Company’s Form C. The following risk factors are not
intended, and shall not be deemed to be, a complete description of the commercial
and other risks inherent in the investment in the Company.

Our business projections are only projections

There can be no assurance that the Company will meet our projections. There can be
no assurance that the Company will be able to find sufficient demand for our product,
that people think it’s a better option than a competing product, or that we will able to
provide the service at a level that allows the Company to make a profit and still attract
business.

Any valuation at this stage is difficult to assess

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

The transferability of the Securities you are buying is limited

Any Series Seed-1 Preferred Stock purchased through this crowdfunding campaign is
subject to SEC limitations of transfer. This means that the stock/note that you
purchase cannot be resold for a period of one year. The exception to this rule is if you
are transferring the stock back to the Company, to an “accredited investor,” as part of
an offering registered with the Commission, to a member of your family, trust created
for the benefit of your family, or in connection with your death or divorce.

Your investment could be illiquid for a long time

You should be prepared to hold this investment for several years or longer. For the 12
months following your investment there will be restrictions on how you can resell the
securities you receive. More importantly, there is no established market for these
securities and there may never be one, As a result, if you decide to sell these securities
in the future, you may not be able to find a buyer. The Company may be acquired by
an existing player in the tire or transportation industry. However, that may never
happen or it may happen at a price that results in you losing money on this
investment,

If the Company cannot raise sufficient funds it will not succeed

The Company, is offering preferred stock in the amount of up to $3,703,443.84 in this
offering, and may close on any investments that are made. Even if the maximum
amount is raised, the Company is likely to need additional funds in the future in order
to grow, and if it cannot raise those funds for whatever reason, including reasons
relating to the Company itself or the broader economy, it may not survive. If the
Company manages to raise only the minimum amount of funds, sought, it will have to
find other sources of funding for some of the plans outlined in “Use of Proceeds.”

We may not have enough capital as needed and may be reguired to raise more capital.
We anticipate needing access to credit in order to support our working capital



requirements as we grow. Although interest rates are low, it is still a difficult
environment for obtaining credit on favorable terms. If we cannot obtain credit when
we need it, we could be forced to raise additional equity capital, modify our growth
plans, or take some other action. [ssuing more equity may require bringing on
additional investors. Securing these additional investors could require pricing our
equity below its current price. If so, vour investment could lose value as a result of this
additional dilution. In addition, even if the equity is not priced lower, your ownership
percentage would be decreased with the addition of more investors. If we are unable
to find additional investors willing to provide capital, then it is possible that we will
choose to cease our sales activity. In that case, the only asset remaining to generate a
return on your investment could be our intellectual property. Even if we are not forced
to cease our sales activity, the unavailability of credit could result in the Company
performing below expectations, which could adversely impact the value of your
investment.

Terms of subsequent financings may adversely impact your investment

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

Management Discretion as to Use of Proceeds

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

Projections: Forward Looking Information

Any projections or forward looking statements regarding our anticipated financial or
operational performance are hypothetical and are based on management's best
estimate of the probable results of our operations and will not have been reviewed by
our independent accountants. These projections will be based on assumptions which
management believes are reasonable. Some assumptions invariably will not
materialize due to unanticipated events and circumstances beyond management's
control. Therefore, actual results of operations will vary from such projections, and
such variances may be material. Any projected results cannot be guaranteed.

We may never have an operational product or service
It is possible that there may never be an operational SMART tire or that the product



may never be used to engage in transactions. It is possible that the failure to release
the product is the result of a change in business model upon Company’s making a
determination that the business model, or some other factor, will not be in the best
interest of Company and its stockholders/members,/creditors.

Some of our products are still in prototype phase and might never be operational
products

It is possible that there may never be an operational product or that the product may
never be used to engage in transactions. It is possible that the failure to release the
product is the result of a change in business model upon the Company’s making a
determination that the business model, or some other factor, will not be in the best
interest of the Company and its stockholders.

Developing new products and technologies entails significant risks and uncertainties
We are currently in the research and development stage and have only manufactured a
prototype for our SMART tire. Delays or cost overruns in the development of our
SMART tire and failure of the product to meet our performance estimates may be
caused by, among other things, unanticipated technological hurdles, difficulties in
manufacturing, changes to design and regulatory hurdles. Any of these events could
materially and adversely affect our operating performance and results of operations.

Minority Holder; Securities with Voting Rights

The Series Seed-1 Preferred Stock that an investor is buying has voting rights attached
to them. However, you will be part of the minority shareholders of the Company and
have agreed to appoint the Chief Executive Officer of the Company (the “CEQ™), or his
or her successor, as your voting proxy. You are trusting in management discretion in
making good business decisions that will grow your investments. Furthermore, in the
event of a liquidation of our company, vou will only be paid out if there is anvy cash
remaining after all of the creditors of our company have been paid out.

You are trusting that management will make the best decision for the company
You are trusting in management discretion. You are buying securities as a minority
holder, and therefore must trust the management of the Company to make good
business decisions that grow your investment.

This offering involves “rolling closings, ” which may mean that earlier investors may
not have the benefit of information that later investors have.

Once we meet our target amount for this offering, we may request that StartEngine
instruct the escrow agent to disburse offering funds to us. At that point, investors
whose subscription agreements have been accepted will become our investors. All
early-stage companies are subject to a number of risks and uncertainties, and it is not
uncommon for material changes to be made to the offering terms, or to companies’
businesses, plans or prospects, sometimes on short notice. When such changes
happen during the course of an offering, we must file an amended to our Form C with
the SEC, and investors whose subscriptions have not yet been accepted will have the
right to withdraw their subscriptions and get their money back. Investors whose
subscriptions have already been accepted, however, will already be our investors and



will have no such right.

Our new product could fail to achieve the sales projections we expected

Our growth projections are based on an assumption that with an increased advertising
and marketing budget our products will be able to gain traction in the marketplace at
a faster rate than our current products have. It is possible that our new products will
fail to gain market acceptance for any number of reasons. If the new products fail to
achieve significant sales and acceptance in the marketplace, this could materially and
adversely impact the value of your investment.

We face significant market competition

We will compete with larger, established companies who currently have products on
the market and/or various respective product development programs. They may have
much better financial means and marketing/sales and human resources than us. They
may succeed in developing and marketing competing equivalent products earlier than
us, or superior products than those developed by us. There can be no assurance that
competitors will render our technology or products obsolete or that the products
developed by us will be preferred to any existing or newly developed technologies. It
should further be assumed that competition will intensify.

We are an early stage company and have not yet generated any profits

The SMART Tire Company Inc. was formed on August 12, 2020. Accordingly, the
Company has a limited history upon which an evaluation of its performance and
future prospects can be made. Our current and proposed operations are subject to all
business risks associated with new enterprises. These include likely fluctuations in
operating results as the Company reacts to developments in its market, managing its
growth and the entry of competitors into the market. We will only be able to pay
dividends on any shares once our directors determine that we are financially able to
do so. The SMART Tire Company, Inc has incurred a net loss and has had limited
revenues generated since inception. There is no assurance that we will be profitable in
the next 3 years or generate sufficient revenues to pay dividends to the holders of the
shares.

We are an early stage company and have limited revenue and operating history

The Company has a short history, few customers, and effectively no revenue. If you
are investing in this company, it’s because you think that The SMART Tire Company is
a good idea, that the team will be able to successfully market, and sell the product or
service, that we can price them right and sell them to enough peoples so that the
Company will succeed. Further, we have never turned a profit and there is no
assurance that we will ever be profitable.

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

One of the Company's most valuable assets is its intellectual property. The Company's
owns trademarks, copyrights, Internet domain names, and trade secrets. We believe
one of the most valuable components of the Company is our intellectual property
portfolio. Due to the value, competitors may misappropriate or violate the rights
owned by the Company. The Company intends to continue to protect its intellectual



property portfolio from such violations. It is important to note that unforeseeable
costs associated with such practices may invade the capital of the Company.

We have pending patent approval’s that might be vulnerable

One of the Company's most valuable assets is its intellectual property. The Company's
intellectual property such as patents, trademarks, copyrights, Internet domain names,
and trade secrets may not be registered with the proper authorities. We believe one of
the most valuable components of the Company is our intellectual property portfolio.
Due to the value, competitors may misappropriate or violate the rights owned by the
Company. The Company intends to continue to protect its intellectual property
portfolio from such violations. It is important to note that unforeseeable costs
associated with such practices may invade the capital of the Company due to its
unregistered intellectual property.

Our trademarks, copyrights and other intellectual property could be unenforceable or
ineffective

Intellectual property is a complex field of law in which few things are certain. It is
possible that competitors will be able to design around our intellectual property, find
prior art to invalidate it, or render the patents unenforceable through some other
mechanism. If competitors are able to bypass our trademark and copyright protection
without obtaining a sublicense, it is likely that the Company’s value will be materially
and adversely impacted. This could also impair the Company’s ability to compete in
the marketplace. Moreover, if our trademarks and copyrights are deemed
unenforceable, the Company will almost certainly lose any potential revenue it might
be able to raise by entering into sublicenses. This would cut off a significant potential
revenue stream for the Company.

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

Trademark and copyright litigation has become extremely expensive. Even if we
believe that a competitor is infringing on one or more of our trademarks or copyrights,
we might choose not to file suit because we lack the cash to successfully prosecute a
multi-year litigation with an uncertain outcome; or because we believe that the cost of
enforcing our trademark(s) or copyright(s) outweighs the value of winning the suit in
light of the risks and consequences of losing it; or for some other reason. Choosing not
to enforce our trademark(s) or copyright(s) could have adverse consequences for the
Company, including undermining the credibility of our intellectual property, reducing
our ability to enter into sublicenses, and weakening our attempts to prevent
competitors from entering the market. As a result, if we are unable to enforce our
trademark(s) or copyright(s) because of the cost of enforcement, your investment in
the Company could be significantly and adversely affected.

The loss of one or more of our key personnel, or our failure to attract and retain other
highly qualified personnel in the future, could harm our business

To be successful, the Company requires capable people to run its day to day
operations. As the Company grows, it will need to attract and hire additional
employees in sales, marketing, design, development, operations, finance, legal,



human resources and other areas. Depending on the economic environment and the
Company’s performance, we may not be able to locate or attract qualified individuals
for such positions when we need them. We may also make hiring mistakes, which can
be costly in terms of resources spent in recruiting, hiring and investing in the
incorrect individual and in the time delay in locating the right employee fit. If we are
unable to attract, hire and retain the right talent or make too many hiring mistakes, it
is likely our business will suffer from not having the right employees in the right
positions at the right time. This would likely adversely impact the value of vour
investment.

Qur ability to sell our product or service is dependent on outside government
regulation which can be subject to change at any time

Qur ability to sell some products is dependent on the outside government regulation
such as the DOT (Department of Transportation), FAA (Federal Aviation
Administration) and other relevant government laws and regulations. The laws and
regulations concerning the selling of product may be subject to change and if they do
then the selling of product may no longer be in the best interest of the Company. At
such point the Company may no longer want to sell product and therefore your
investment in the Company may be affected.

We rely on third parties to provide services essential to the success of our business
We rely on third parties to provide a variety of essential business functions for us,
including manufacturing, shipping, accounting, legal work, public relations,
advertising, retailing, and distribution. It is possible that some of these third parties
will fail to perform their services or will perform them in an unacceptable manner. It is
possible that we will experience delays, defects, errors, or other problems with their
work that will materially impact our operations and we may have little or no recourse
to recover damages for these losses. A disruption in these key or other suppliers’
operations could materially and adversely affect our business. As a result, your
investment could be adversely impacted by our reliance on third parties and their
performance.



Ownership and Capital Structure; Rights of the Securities

Ownership

The following table sets forth information regarding beneficial ownership of the
company’s holders of 20% or more of any class of voting securities as of the date of
this Offering Statement filing.

Stockholder Name|Number of Securities Owned |Type of Security Owned|Percentage
Brian Yennie 4,500,000 Common Stock 50.0
Earl Cole 4,500,000 Common Stock 50.0

The Company's Securities

The Company has authorized Common Stock, SAFE Note (WeFunder SPV), SAFE Note
(WeFunder SPV #2), SAFE Note (private angel investor), SAFE Note (AngelList SPV),
Series Seed-1 Preferred Stock, Series Seed-2 Preferred Stock, Series Seed-3 Preferred
Stock, and Series Seed-4 Preferred Stock. As part of the Regulation Crowdfunding
raise, the Company will be offering up to 805,096 of Series Seed-1 Preferred Stock.

Common Stock

The amount of security authorized is 11,683,887 with a total of 10,000,000
outstanding.

Voting Rights
1 Vote Per share
Material Rights

The amount outstanding includes 1,000,000 shares reserved for issuance under the
company's equity incentive plan.

ROFR

Common shares include a Right of First Refusal as part of the Stock Purchase

Agreement, but this does not apply to, or directly impact, the rights of preferred
shareholders.

Dividends

Dividends upon the capital stock of the Company, subject to the provisions of the
Certificate of Incorporation, if any, may be declared by the Board of Directors at any
regular or special meeting, pursuant to law. Dividends may be paid in cash, in
property, or in shares of the capital stock, subject to the provisions of the Amended
and Restated Certificate of Incorporation.

SAFE Note (WeFunder SPV)



The security will convert into Series seed-2 preferred stock and the terms of the SAFE
Note (WeFunder SPV) are outlined below:

Amount outstanding: $500,000.00
Interest Rate: %

Discount Rate: 100.0%

Valuation Cap: $8,000,000.00
Conversion Trigger: Equity Financing

Material Rights
There are no material rights associated with SAFE Note (WeFunder SPV).
SAFE Note (WeFunder SPV #2)

The security will convert into Series seed-3 preferred stock and the terms of the SAFE
Note (WeFunder SPV #2) are outlined below:

Amount outstanding: $796,554.00
Interest Rate: %

Discount Rate: 100.0%

Valuation Cap: $50,000,000.00
Conversion Trigger: Equity Financing

Material Rights
There are no material rights associated with SAFE Note (WeFunder SPV #2).
SAFE Note (private angel investor)

The security will convert into Series seed-2 preferred stock and the terms of the SAFE
Note (private angel investor) are outlined below:

Amount outstanding: $10,000.00
Interest Rate: %

Discount Rate: 100.0%

Valuation Cap: $8,000,000.00
Conversion Trigger: Equity Financing

Material Rights
There are no material rights associated with SAFE Note (private angel investor).
SAFE Note (AngelList SPV)

The security will convert into Series seed-4 preferred stock and the terms of the SAFE
Note (AngelList SPV) are outlined below:

Amount outstanding: $49,500.00
Interest Rate: %



Discount Rate: 90.0%
Valuation Cap: $50,000,000.00
Conversion Trigger: Equity Financing

Material Rights

There are no material rights associated with SAFE Note (AngelList SPV).
Series Seed- 1 Preferred Stock

The amount of security authorized is 805,096 with a total of 0 outstanding.
Voting Rights

As-converted to common stock. See Voting Rights of Securities Sold in this Offering
below for additional information.

Material Rights
Voting Rights of Securities Sold in this Offering

Voting Proxy. Each Investor shall appoint the Chief Executive Officer of the Company
(the “CEQ”), or his or her successor, as the Investor’s true and lawful proxy and
attorney, with the power to act alone and with full power of substitution, to,
consistent with this instrument and on behalf of the Investor, (i) vote all Securities,
(i1) give and receive notices and communications, (iii) execute any instrument or
document that the CEO determines is necessary or appropriate in the exercise of its
authority under this instrument, and (iv) take all actions necessary or appropriate in
the judgment of the CEO for the accomplishment of the foregoing. The proxy and
power granted by the Investor pursuant to this Section are coupled with an interest.
Such proxy and power will be irrevocable. The proxy and power, so long as the
Investor is an individual, will survive the death, incompetency and disability of the
Investor and, so long as the Investor is an entity, will survive the merger or
reorganization of the Investor or any other entity holding the Securities. However, the
Proxy will terminate upon the closing of a firm commitment underwritten public
offering pursuant to an effective registration statement under the Securities Act of
19353 covering the offer and sale of Common Stock or the effectiveness of a
registration statement under the Securities Exchange Act of 1934 covering the
Common Stock.

Liquidation, Dissolution, or Winding Up; Certain Mergers, Consolidations and Asset
Sales

Payments to Holders of preferred stock. In the event of any voluntary or involuntary
liquidation, dissolution, or winding up of the Corporation or any Deemed Liquidation
Event (as defined in the Amended and Restated Articles), before any payment shall be
made to the holders of Common Stock by reason of their ownership thereof, the
holders of shares of Preferred Stock then outstanding must be paid out of the funds
and assets available for distribution to its stockholders, an amount per share equal to



the greater of (a) the applicable Original Issue Price (as defined in the Amended and
Restated Articles) for such series of preferred stock, plus any dividends declared but
unpaid thereon, or (b) such amount per share as would have been payable had all
shares of preferred stock been converted into Common Stock pursuant to Section 3 of
the Amended and Restated Articles immediately prior to such liquidation, dissolution
or winding up or Deemed Liquidation Event. If upon any such liquidation, dissolution,
or winding up or Deemed Liguidation Event of the Corporation, the funds and assets
available for distribution to the stockholders of the Corporation are insufficient to pay
the holders of shares of preferred stock the full amount to which they are entitled
under this Section 1.1 of the Amended and Restated Articles, the holders of shares of
preferred stock will share ratably in any distribution of the funds and assets available
for distribution in proportion to the respective amounts that would otherwise be
payable in respect of the shares of preferred stock held by them upon such distribution
if all amounts payable on or with respect to such shares were paid in full. (See Exhibit
F for details)

Dividends.

The Corporation shall declare all dividends pro rata on the Common Stock and the
preferred stock on a pari passu basis according to the number of shares of Common
Stock held by such holders. For this purpose each holder of shares of preferred stock
will be treated as holding the greatest whole number of shares of Common Stock then
issuable upon conversion of all shares of preferred stock held by such holder pursuant
to Section 3 of the Amended and Restated Articles. (See Exhibit F for details)

Series Seed-2 Preferred Stock

The amount of security authorized is 693,525 with a total of 693,522 outstanding.
Voting Rights

As-converted to common stock
Material Rights

The total amount outstanding includes 679,924 shares to be issued pursuant to the
conversion of WeFunder SPV SAFE notes.

The total amount outstanding includes 13,598 shares to be issued pursuant to the
conversion of Private Angel Investor SPV SAFE notes.

Liquidation, Dissolution, or Winding Up; Certain Mergers, Consolidations and Asset
Sales

Payments to Holders of preferred stock. In the event of any voluntary or involuntary
liquidation, dissolution, or winding up of the Corporation or any Deemed Liquidation
Event (as defined in the Amended and Restated Articles), before any payment shall be
made to the holders of Common Stock by reason of their ownership thereof, the
holders of shares of Preferred Stock then outstanding must be paid out of the funds



and assets available for distribution to its stockholders, an amount per share equal to
the greater of (a) the applicable Original Issue Price (as defined in the Amended and
Restated Articles) for such series of preferred stock, plus any dividends declared but
unpaid thereon, or (b) such amount per share as would have been payable had all
shares of preferred stock been converted into Common Stock pursuant to Section 3 of
the Amended and Restated Articles immediately prior to such liquidation, dissolution
or winding up or Deemed Liguidation Event. If upon any such liquidation, dissolution,
or winding up or Deemed Liquidation Event of the Corporation, the funds and assets
available for distribution to the stockholders of the Corporation are insufficient to pay
the holders of shares of preferred stock the full amount to which they are entitled
under this Section 1.1 of the Amended and Restated Articles, the holders of shares of
preferred stock will share ratably in any distribution of the funds and assets available
for distribution in proportion to the respective amounts that would otherwise be
pavable in respect of the shares of preferred stock held by them upon such distribution
if all amounts payable on or with respect to such shares were paid in full. (See Exhibit
F for details)

Dividends

The Corporation shall declare all dividends pro rata on the Common Stock and the
preferred stock on a pari passu basis according to the number of shares of Common
Stock held by such holders. For this purpose each holder of shares of preferred stock
will be treated as holding the greatest whole number of shares of Common Stock then
issuable upon conversion of all shares of preferred stock held by such holder pursuant
to Section 3 of the Amended and Restated Articles. (See Exhibit F for details)

Series Seed-3 Preferred Stock

The amount of security authorized is 173,311 with a total of 173,310 outstanding.
Voting Rights

As-converted to common stock
Material Rights

The total amount outstanding includes 173,310 shares to be issued pursuant to the
conversion of WeFunder SPV #2 SAFE notes.

Liquidation, Dissolution, or Winding Up; Certain Mergers, Consolidations and Asset
Sales

Payments to Holders of preferred stock. In the event of any voluntary or involuntary
liquidation, dissolution, or winding up of the Corporation or any Deemed Liquidation
Event (as defined in the Amended and Restated Articles), before any payment shall be
made to the holders of Common Stock by reason of their ownership thereot, the
holders of shares of Preferred Stock then outstanding must be paid out of the funds
and assets available for distribution to its stockholders, an amount per share equal to
the greater of (a) the applicable Original Issue Price (as defined in the Amended and



Restated Articles) for such series of preferred stock, plus any dividends declared but
unpaid thereon, or (b) such amount per share as would have been payable had all
shares of preferred stock been converted into Common Stock pursuant to Section 3 of
the Amended and Restated Articles immediately prior to such liquidation, dissolution
or winding up or Deemed Liquidation Event. If upon any such liquidation, dissolution,
or winding up or Deemed Liquidation Event of the Corporation, the funds and assets
available for distribution to the stockholders of the Corporation are insufficient to pay
the holders of shares of preferred stock the full amount to which they are entitled
under this Section 1.1 of the Amended and Restated Articles, the holders of shares of
preferred stock will share ratably in any distribution of the funds and assets available
for distribution in proportion to the respective amounts that would otherwise be
payable in respect of the shares of preferred stock held by them upon such distribution
if all amounts payable on or with respect to such shares were paid in full. (See Exhibit
F for details)

Dividends.

The Corporation shall declare all dividends pro rata on the Common Stock and the
preferred stock on a pari passu basis according to the number of shares of Common
Stock held by such holders. For this purpose each holder of shares of preferred stock
will be treated as holding the greatest whole number of shares of Common Stock then
issuable upon conversion of all shares of preferred stock held by such holder pursuant
to Section 3 of the Amended and Restated Articles. (See Exhibit F for details)

Series Seed-4 Preferred Stock

The amount of security authorized is 11,957 with a total of 11,956 outstanding.
Voting Rights

As-converted to common stock.
Material Rights

The total amount outstanding includes 11956 shares to be issued pursuant to the
conversion of AngellList SPV SAFE notes.

Liquidation, Dissolution, or Winding Up; Certain Mergers, Consolidations and Asset
Sales

Payments to Holders of preferred stock. In the event of any voluntary or involuntary
liquidation, dissolution, or winding up of the Corporation or any Deemed Liquidation
Event (as defined in the Amended and Restated Articles), before any payment shall be
made to the holders of Common Stock by reason of their ownership thereof, the
holders of shares of Preferred Stock then outstanding must be paid out of the funds
and assets available for distribution to its stockholders, an amount per share equal to
the greater of (a) the applicable Original Issue Price (as defined in the Amended and
Restated Articles) for such series of preferred stock, plus any dividends declared but
unpaid thereon, or (b) such amount per share as would have been payable had all



shares of preferred stock been converted into Common Stock pursuant to Section 3 of
the Amended and Restated Articles immediately prior to such liquidation, dissolution
or winding up or Deemed Liquidation Event. If upon any such liquidation, dissolution,
or winding up or Deemed Liquidation Event of the Corporation, the funds and assets
available for distribution to the stockholders of the Corporation are insufficient to pay
the holders of shares of preferred stock the full amount to which they are entitled
under this Section 1.1 of the Amended and Restated Articles, the holders of shares of
preferred stock will share ratably in any distribution of the funds and assets available
for distribution in proportion to the respective amounts that would otherwise be
payable in respect of the shares of preferred stock held by them upon such distribution
if all amounts payable on or with respect to such shares were paid in full. (See Exhibit
F for details)

Dividends.

The Corporation shall declare all dividends pro rata on the Common Stock and the
preferred stock on a pari passu basis according to the number of shares of Common
Stock held by such holders. For this purpose each holder of shares of preferred stock
will be treated as holding the greatest whole number of shares of Common Stock then
issuable upon conversion of all shares of preferred stock held by such holder pursuant
to Section 3 of the Amended and Restated Articles. (See Exhibit F for details)

What it means to be a minority holder

As a minority holder of Series Seed-1 Preferred Stock of this offering, you have
granted your votes by proxy to the CEO of the Company. Even if you were to receive
control of your voting rights, as a minority holder, vou will have limited rights in
regards to the corporate actions of the company, including additional issuances of
securities, company repurchases of securities, a sale of the company or its significant
assets, or company transactions with related parties. Further, investors in this offering
may have rights less than those of other investors, and will have limited influence on
the corporate actions of the company.

Dilution

Investors should understand the potential for dilution. The investor’s stake in a
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 go down, even though the value of the company may go up. You will own a
smaller piece of a larger company. This increase in number of shares outstanding
could result from a stock offering (such as an initial public offering, another
crowdfunding round, a venture capital round, angel investment), employees
exercising stock options, or by conversion of certain instruments (e.g. convertible
bonds, preferred shares or warrants) into stock. If the company decides 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 (though this typically occurs only if the company offers dividends,
and most early stage companies are unlikely to offer dividends, preferring to invest
any earnings into the company).

Transferability of securities

For a year, the securities can only be resold:
e |nan IPO;
¢ To the company;

e To an accredited investor; and

e To a member of the family of the purchaser or the equivalent, to a trust
controlled by the purchaser, to a trust created for the benefit of a member of the
family of the purchaser or the equivalent, or in connection with the death or
divorce of the purchaser or other similar circumstance.

Recent Offerings of Securities

We have made the following issuances of securities within the last three years:

¢ Type of security sold: SAFE
Final amount sold: $796,554.00
Use of proceeds: Research & Development, salaries
Date: September 24, 2021
Offering exemption relied upon: Regulation CF

e Type of security sold: SAFE
Final amount sold: $49,000.00
Use of proceeds: Research & Development
Date: October 22, 2021
Offering exemption relied upon: Section 4(a)(2)

¢ Name: Common Stock
Type of security sold: Equity
Final amount sold: $90.00
Number of Securities Sold: 9,000,000
Use of proceeds: Founder issuance
Date: March 01, 2021
Offering exemption relied upon: Founder issuance

e Type of security sold: SAFE
Final amount sold: $500,000.00
Use of proceeds: Research and development, salaries
Date: June 16, 2021
Offering exemption relied upon: Regulation CF



e Type of security sold: SAFE
Final amount sold: $10,000.00
Use of proceeds: Research and development

Date: August 25, 2021
Offering exemption relied upon: Section 4(a)(2)

Financial Condition and Results of Operations

Financial Condition

You should read the following discussion and analysis of our financial condition and
results of our operations together with our financial statements and related notes
appearing at the end of this Offering Memorandum. This discussion contains forward-
looking statements reflecting our current expectations that involve risks and
uncertainties. Actual results and the timing of events may differ materially from those
contained in these forward-looking statements due to a number of factors, including
those discussed in the section entitled “Risk Factors” and elsewhere in this Offering
Memorandum.

Results of Operations

How long can the business operate without revenue:

Our projected burn rate for 2022 is approximately $50,000/month with $850,000 in
cash assets, giving 17 months of operations.

Foreseeable major expenses based on projections:
Major expenses are payroll, rent, materials and equipment.

Company payroll is approximately $35,000/month including all taxes and benefits.
Rent and utilities are $3500. We expect to spend an additional $50,000-%$75,000 on
equipment and materials this year.

Future operational challenges:

Supply chain disruptions may affect the availability of scarce materials. Talent is in
limited supply in our area of expertise. We may experience untimely or costly delays
achieving our technological goals. Product is new and unknown, and may lead to
unforeseen risks related to sales, marketing, performance and manufacturing. Without
sufficient capital and/or sales we may fail to scale production.

Future challenges related to capital resources:

Smart Tire is a highly specialized hardware startup, with limited assets. Material,
equipment and personnel are all expensive and may required extensive additional



capital. Unforeseen technology setbacks could delay our ability to raise more capital,
and/or deplete our cash reserves.

Future milestones and events:

Participating in a winning bid for the NASA/Artemis project would increase our
company revenue substantially for multiple vears. Early sales of METL tires could
provide revenue for the company if successful. Grant opportunities such as SBIR
grants could generate anywhere from $100k to over $1.5M in funds. Future R&D
partnerships could contribute to costs.

Upon success of our Reg CF fundraising, we may opt to raise additional capital
through Reg A+, or pursue a traditional Series A funding round.

Liquidity and Capital Resources

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

As of 12/27/2021

$877,266.72 cash on hand

$50,000 credit card limit from Silicon Valley Bank, balance of $15,015
$10,000 credit card limit from Bank of America, balance of $0

$5,000 credit card limit from Chase Bank, balance of $0

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

The company currently has a burn rate of approximately $40,000/month and has
sufficient cash on hand for 18 months of operations. The funds from this campaign
with be used for research & development, new hires and growth of the company.

Are the funds from this campaign necessary to the viability of the company? (Of the
total funds that your company has, how much of that will be made up of funds raised
from the crowdfunding campaign?)

Funds from this campaign are not required for the company to be viable. Funds raised
would be up to 74% of the amount raised to-date ($3.7M / $5.0M)

How long will you be able to operate the company if you raise your minimum? What
expenses is this estimate based on?



Based on a projected burn rate of $50,000, the company can operate for 18 months
with cash on-hand. By raising the minimum amount of $100,000, this would be
extended to 20 months.

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

Based on our current burn rate, a maximum raise would allow the company to operate
for 7-8 years. We expect to increase our spending to $150,000/month by the end of
2022 upon a maximum raise, giving a total of 30-36 months of operations.

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

The company is actively pursuing a Phase I SBIR grant in the amount of $250k within
the next 12 months. Upon successful completion, up to $1.5M additional would be
available in Phase II for the following 12-18 months, for a total of $1.75M within the
next 2 years.

The company has contemplated a Reg A+ round of $10M or more in 2022/2023 upon
reaching certain prior milestones.

Indebtedness

¢ Creditor: Silicon Valley Bank
Amount Owed: $15,014.00
Interest Rate: 0.0%

Related Party Transactions
The Company has not conducted any related party transactions
Valuation

Pre-Money Valuation: $50,042,424.80
Valuation Details:

Technology was developed with over $10M in government funding, resulting in 3
patents. Company has approximately $1M cash on-hand, has secured several key
strategic partners and opened offices in Akron, OH. Team has decades of prior
experience.



Partners include 2x Global 500 companies (Ford, Boeing) and company is in talks with
another undisclosed Global 500 company.

Key [P is licensed exclusively, and the company has filed multiple provisional patents
covering foundational technologies for producing shape memory alloy tires. There are
no other companies currently producing tires with these materials, and the industry is
large (> $250B and growing).

The Company set its valuation internally, without a formal-third party independent
evaluation.

The pre-money valuation has been calculated on a fully diluted basis. In making this
calculation, we have assumed: (i) all preferred stock is converted to common stock;

(1i) all outstanding options and warrants are exercised; and (iii) any shares reserved for
Issuance under a stock plan are issued.

In making this calculation, we have also assumed that other other securities with a
right to acquire shares are exercised. The pre-money valuation takes into account
convertible securities currently outstanding. The Company currently has
$1,555,554.00 in SAFEs outstanding that we have assumed will convert to preferred.
Please refer to the Company Securities section of the Offering Memorandum for
further details regarding current outstanding convertible securities which may affect
your ownership in the future.

Use of Proceeds

If we raise the Target Offering Amount of $9,995.80 we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

o Research & Development
96.5%
Upon a minimum raise, funds will be added to our existing operating account,
and used for our R&D budget.

If we raise the over allotment amount of $3,703,441.60, we plan to use these proceeds
as follows:

e StartEngine Platform Fees
3.5%

o Research & Development
50.0%
Further development and testing of our METL™ tire, including SMA materials,
rubber integration, shape setting and computer modeling. Design for new
applications, including rovers and motorized vehicles.



o Company Emplovment
25.0%
Primarily growing our engineering department; hiring of new mechanical
engineers and materials experts. We may also increase general full-time staff
(admin, marketing, etc).

e (perations
15.0%
Rent & utilities for our Akron, OH facility. Marketing for METL™ products,
accounting, legal, admin.

o Working Capital
6.5%
Miscelleneous use: travel, entertainment, trade shows, unexpected expenses.

The Company may change the intended use of proceeds if our officers believe it is in
the best interests of the company.

Regulatory Information

Disqualification

No disqualifying event has been recorded in respect to the company or its officers or
directors.

Compliance Failure

The company has not previously failed to comply with the requirements of Regulation
Crowdfunding.

Ongoing Reporting

The Company will file a report electronically with the SEC annually and post the
report on its website no later than April 30 (120 days atter Fiscal Year End). Once
posted, the annual report may be found on the Company’s website at
https://www.smarttirecompany.com (https://smarttirecompany/corporate).

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

(1) it is required to file reports under Section 13(a) or Section 15(d) of the Exchange
Act;

(2) it has filed at least one (1) annual report pursuant to Regulation Crowdfunding and
has fewer than three hundred (300) holders of record and has total assets that do not
exceed $10,000,000;

(3) it has filed at least three (3) annual reports pursuant to Regulation Crowdfunding;



(4) it or another party repurchases all of the securities issued in reliance on Section
4(a)(6) of the Securities Act, including any payment in full of debt securities or any
complete redemption of redeemable securities; or

(5) it liquidates or dissolves its business in accordance with state law.

Updates

Updates on the status of this Offering may be found at: www.startengine.com/smart-
tire-company

Investing Process

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



EXHIBIT B TO FORM C

FINANCIAL STATEMENTS AND INDEPENDENT ACCOUNTANT'S REVIEW FOR The Smart Tire
Company Inc.

[See attached]



THE SMART TIRE COMPANY, LLC

Audited Financial S$tatement For The Years Ended December 31, 2020



-< Jason M. Tyra

CPA
INDEPENDENT AUDITOR’S REPORT

To Management
The Smart Tire Company LLC.
Upland, CA

We have audited the accompanying financial statements of The Smart Tire Company, LLC (a state of Delaware limited liability
company] which comprise the balance sheet as of December 31, 2020, and the related income statement, statement of
changes in members’ equity, and statement of cash flows for the year then ended, and the related notes to the financial state-
ments.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with ac-
counting principles generally accepted in the United States of America; this includes the design, implementation, and mainte-
nance of internal control relevant to the preparation and fair presentation of financial statements that are free from material
misstaternent 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 in ac-
cordance 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 misstate-
ment.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial state-
ments. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstate-
ment of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers inter-
nal control relevant to the entity’'s preparation and fair presentation of the financial statements in order to design audit proce-
dures 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 evalu-
ating 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
Smart Tire Company, LLC as of December 31, 2020, and the results of its operations and its cash flows for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

-

//;,,:; / ]

Jason M. Tyra, CPA, PLLC
Dallas, TX
April 30, 2021

1700 Pacific Avenue, Suite 4710
(P97 2-201-9008
infog@tyracpa.com

www. by racpa.com



SMART TIRE COMPANY, LLC

BALANCE SHEET
DECEMBER 31, 2020
ASSETS
CURRENT ASSETS
Cash 5 576
TOTAL CURRENT ASSETS 576
TOTAL ASSETS 576

LIABILITIES AND MEMBERS' EQUITY

MEMBERS' EQUITY

Contributed Capital 2,100
Retained Earnings (Deficit) (1,524)
TOTAL MEMBERS' EQUITY 576

TOTAL LIABILITIES AND MEMBERS' EQUITY 5 576

See Independent Accountant's Review Report and accompanying notes, which are an integral part of these financial 1
statements.



Operating Expense
Advertising
General & Administrative

Net Income from Operations

Net Income

SMART TIRE COMPANY, LLC
INCOME STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2020

1,500
24

1,524

(1,524)

(1,524)

See Independent Accountant's Review Report and accompanying notes, which are an integral part of these financial

statements.



SMART TIRE COMPANY, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2020

Cash Flows From Operating Activities
Net Income (Loss) For The Period 5 (1,524)

Net Cash Flows From Operating Activities (1,524)

Cash Flows From Financing Activities
Contributions of Capital 2,100

Net Cash Flows From Investing Activities 2,100

Cash at Beginning of Period
Net Increase (Decrease) In Cash 576

Cash at End of Period S 576

See Independent Accountant's Review Report and accompanying notes, which are an integral part of these financial
statements. 3



SMART TIRE COMPANY, LLC
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2020

Contributed Capital  Retained Earnings Total Members'
Equity
Balance at Inception 5 - 5 - 5 -
Contribution of Capital 2,100 2,100
Net Income (1,524) (1,524)
Balance at December 31, 2017 S 2,100 S (1,524) S 576

See Independent Accountant's Review Report and accompanying notes, which are an integral part of these financial statements.



THE SMART TIRE COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS (REVIEWED)
DECEMBER 31, 2020

MOTE A- ORGANIZATION AND NATURE OF ACTIVITIES

The Smart Tire Company, LLC (“the Company”) is a limited liability company organized under the laws of
the State of Delaware. The Company will design and produce vehicle tires made from advanced materials.

In March of 2021, the Company reorganized as a Delaware Corporation.

MOTE B- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America ("US GAAP”). The Company’s fiscal year ends
December 31.

Significant Risks and Uncertainties

The Company is subject to customary risks and uncertainties associated with development of new
technology including, but not limited to, the need for protection of intellectual property, dependence on
key personnel, costs of services provided by third parties, the need to obtain additional financing, and
limited operating history.

The Company currently has no developed products for commercialization and there can be no assurance
that the Company’s research and development will be successfully commercialized. Developing and
commercializing a product requires significant capital, and based on the current operating plan, the
Company expects to continue to incur operating losses as well as cash outflows from operations in the
near term.

Use of Estimates

The preparation of 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 financial statements and the reported amounts of revenues and
expenses during the reporting period. Changes in estimates are recorded in the period they are made.
Actual results could differ from those estimates. There are no significant estimates used in the preparation
of these financial statements.

Cash and Cash Equivalents

Cash and cash equivalents include all cash balances, and highly liquid investments with maturities of three
months or less when purchased.



THE SMART TIRE COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Revenue

Revenue is recognized when control of the promised goods or services is transferred to customers, in an
amount that reflects the consideration the Company expects to be entitled to in exchange for those
goods or services,

As of December 31, 2020, the Company had not commenced principal operations and recognized no
revenue for the year then ended. The Company intends to earn revenue from the design, production, and

sale of vehicle tires made from advanced materials.

Intellectual Property

In 2020, the Company entered into and agreement to license certain intellectual property from the US
MNational Aeronautics and Space Administration which it intends to use in its manufacturing processes
(“the Intellectual Property”). The Intellectual Property agreement calls for 4.2% of net sales of products
manufactured under license to be paid to the licensor as a royalty, with a minimum payment of 53,000
per year beginning in the fourth year of the license agreement.

Advertising
The Company records advertising expenses in the year incurred.

Income Taxes

During the year ended December 31, 2020, the Company was subject to income tax reporting
requirements as a partnership in the federal jurisdiction of the United States and a limited liability
company in the State of Delaware. As a partnership, all items of income expense were reported by the
members of the Company with their personal tax returns. Beginning January 1, 2021, the Company

The Company has evaluated its income tax positions and has determined that it does not have any
uncertain tax positions. The Company will recognize interest and penalties related to any uncertain tax
positions through its income tax expense.

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 each 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.

Recently Issued Accounting Pronouncements

From time to time, new accounting pronouncements are issued by the Financial Accounting Standards
Board, or FASB, or other standard setting bodies and adopted by the Company as of the specified effective



THE SMART TIRE COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

date. The Company believes that the impact of recently issued standards that are not yet effective will
not have a material impact on its financial position or results of operations upon adoption.

In February 2016, the Financial Accounting Standards Board ("FASB") issued ASU MNo. 2016-02, Leases
(Topic 842), to increase transparency and comparability among organizations by recognizing lease assets
and lease liabilities on the balance sheet for most leases previously classified as operating leases.
Subsequently, the FASB has issued amendments to clarify the codification or to correct unintended
application of the new guidance. The new standard is required to be applied using a modified
retrospective approach, with two adoption methods permissible: (1) apply the leases standard to each
lease that existed at the beginning of the earliest comparative period presented in the financial
statements or (2) apply the guidance to each lease that had commenced as of the beginning of the
reporting period in which the entity first applies the new lease standard.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. The pronouncement changes the impairment
model for most financial assets and will require the use of an "expected loss" model for instruments
measured at amortized cost. Under this model, entities will be required to estimate the lifetime expected
credit loss on such instruments and record an allowance to offset the amortized cost basis of the financial
asset, resulting in a net presentation of the amount expected to be collected on the financial asset.
Subsequently, the FASE issued an amendment to clarify the implementation dates and items that fall
within the scope of this pronouncement. This standard is effective beginning in the first quarter of 2020.
The adoption of ASU 2016-13 is not expected to have a material effect on the Company's financial
position, results of operations or cash flows.

In January 2017, the FASB issued ASU No. 2017-04, Intangibles - Goodwill and Other (Topic 350):
Simplifying the Test for Goodwill Impairment, which simplifies the accounting for goodwill impairments
by eliminating step two from the goodwill impairment test. Under this guidance, if the carrying amount
of a reporting unit exceeds its estimated fair value, an impairment charge shall be recognized in an amount
equal to that excess, limited to the total amount of goodwill allocated to that reporting unit. This standard
is effective beginning in the first quarter of 2019, with early adoption permitted. The adoption of ASU
2017-04 is not expected to have a material effect on the Company’s financial statements.

In June 2018, the FASB issued ASU No. 2018-07, Compensation - Stock Compensation (Topic 718):
Improvements to Nonemployee Share-Based Payment Accounting, which simplifies the accounting for
share-based payments granted to nonemployees for goods and services. Under the ASU, most of the
guidance on such payments to nonemployees would be aligned with the requirements for share-based
payments granted to employees. As a result, most of the guidance in ASC 718 associated with employee
share-based payments, including most requirements related to classification and measurement, applies
to nonemployee share-based payment arrangements. This standard is effective beginning in the first
quarter of 2019, with early adoption permitted. The adoption of ASU 2018-07 is not expected to have a
material effect on the Company’s financial statements.

NOTE C- EQUITY

Subsequent to reorganization the Company had a single class of equity outstanding.



THE SMART TIRE COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Common Stock: Common shareholders have the right to vote on certain items of Company business at
the rate of one vote per share of stock. The Company is authorized to issue up to 10,000,000 shares of
common stock at a par value of 50.00001 per share.

MNOTE D- FAIR VALUE MEASUREMENTS

Fair value is an exit price, represent