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INDEPENDENT AUDITOR’S REPORT

To Management
The SMART Tire Company, Inc.

We have audited the accompanying statement of financial position of The SMART Tire Company, Inc. as of December 31,
2024, 2023 and 2022 and the related statement of operations and comprehensive loss, statement of cash flows, and statement
of changes in stockholders’ equity(deficit) for the years then ended. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits 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 of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.

We believe that our audits provide a reasonable basis for our opinion. In our opinion, the financial statements referred to
above, present fairly, in all material respects, the financial position of The SMART Tire Company, Inc. as of December 31,
2024, 2023 and 2022 and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Going Concern

As discussed in Note 2, certain conditions indicate that the Company may be unable to continue as a going concern. The
accompanying financial statements do not include any adjustments that might be necessary should the Company be unable
to continue as a going concern. Management has evaluated these conditions and plans to generate revenues and raise capital
as needed to satisfy its capital needs. Our opinion is not modified with respect to this matter.

Vince Mongio, CPA, EA, CIA, CFE, MACC
Miami, FL
May 14, 2025
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contemplates the realization of assets and the satisfaction of liabilities in the normal course of business.
The Company has not generated profits since inception, has negative cash flows from operations, and
sustained losses of $406,119, $523,037 and $778,279 during the years ended December 31, 2024, 2023 and
2022 respectively. These factors, among others, raise substantial doubt about the ability of the Company to
continue as a going concern for a reasonable period of time.

The Company’s ability to continue as a going concern in the next twelve months following the date the
financial statements were available to be issued is dependent upon its ability to produce revenues and/or
obtain financing sufficient to meet current and future obligations and deploy such to produce profitable
operating results. Management has evaluated these conditions and plans to raise capital as needed to satisfy
its liquidity needs through the issuance of additional shares of stock, however there are no assurances that
the Company will be successful. The consolidated financial statements do not include any adjustments
relating to the recoverability and classification of recorded asset amounts or the amounts and classification
of liabilities that might be necessary should the Company be unable to continue as a going concern.

NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Basis of Consolidation

The Company prepares consolidated financial statements in accordance with generally accepted accounting
principles in the United States of America (GAAP), and has adopted the calendar year as its basis of
reporting.

Use of Estimates

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

Cash Equivalents and Concentration of Cash Balance

The Company considers all highly liquid securities with an original maturity of less than three months to
be cash equivalents. The Company’s cash and cash equivalents in bank deposit accounts, at times, may
exceed federally insured limits.
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$113,936 respectively. The prepaid amounts primarily relate to advance payments made to NASA.

Income Taxes

The Company is classified as an LL.C and uses the liability method of accounting for income taxes as set
forth in FASB ASC 740, Income Taxes. Under the liability method, deferred taxes are determined based
on the temporary differences between the consolidated financial statement and tax basis of assets and
liabilities using tax rates expected to be in effect during the years in which the basis differences reverse. A
valuation allowance is recorded when it is unlikely that the deferred tax assets will be realized. The
Company assesses its income tax positions and records tax benefits for all years subject to examination
based upon our evaluation of the facts, circumstances and information available at the reporting date. In
accordance with ASC 740-10, for those tax positions where there is a greater than 50% likelihood that a tax
benefit will be sustained, the Company’s policy is to record the largest amount of tax benefit that is more
likely than not to be realized upon ultimate settlement with a taxing authority that has full knowledge of all
relevant information. For those income tax positions where there 1s less than 50% likelihood that a tax
benefit will be sustained, no tax benefit will be recognized in the consolidated financial statements.

The Company accounts for income taxes with the recognition of estimated income taxes payable or
refundable on income tax returns for the current period and for the estimated future tax effect attributable
to temporary differences and carryforwards. Measurement of deferred income items is based on enacted tax
laws including tax rates, with the measurement of deferred income tax assets being reduced by available
tax benefits not expected to be realized in the immediate future. The Company estimates it will have net
operating loss carryforwards of $411.488, $827.879, and $729,522 as of December 31, 2024, 2023 and 2022,
respectively. The Company pays Federal and State taxes at a combined effective tax rate of 26.1% and has
used this rate to derive net deferred tax assets of $107,398, $215,983,and $190.405 as of December 31, 2024,
2023 and 2022, respectively, resulting from its net operating loss carryforward. Due to uncertainty as to the
Company’s ability to generate sufficient taxable income in the future to utilize the net operating loss
carryforwards before they begin to expire, the Company has recorded a full valuation allowance to reduce
the net deferred tax assets to zero as of December 31, 2024, 2023 and 2022, and the effective tax rate to 0%.

The Company files U.S. federal and state income tax returns. The tax returns have been filed. All tax periods
since inception remain open to examination by the taxing jurisdictions to which the Company is subject.

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.
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aforementioned criteria, which generally occurs upon the shipment of the product, and the satisfaction of
the performance obligations of the contract. The Company recognized $290,086, $70,869 and $50,895 in
product revenue in 2024, 2023 and 2022 respectively.

Costs of Revenues

Costs of revenues include production costs, product costs, contract labor, credit card processing and
fulfillment.

Comprehensive Loss

The Company follows FASB ASC 220 in reporting comprehensive income (loss). Comprehensive income
(loss) is a more inclusive financial reporting methodology that includes disclosure of certain financial
information that historically has not been recognized in the calculation of net income (loss). Since the
Company has no items of other comprehensive income (loss), comprehensive loss is equal to net loss for all
periods presented.

Net Loss per Share

Net loss per share is computed by dividing net income or loss by the weighted-average number of common
shares outstanding during the period, excluding shares subject to redemption or forfeiture. The Company
presents basic and diluted net earnings or loss per share. Diluted net earnings or loss per share reflect the actual
weighted average of common shares issued and outstanding during the period, adjusted for potentially dilutive
securities outstanding. Potentially dilutive securities are excluded from the computation of the diluted net
earnings or loss per share if their inclusion would be anti-dilutive.

As all potentially dilutive securities are anti-dilutive as of December 31, 2024, 2023 and 2022 diluted net loss
per share is the same as basic net loss per share for each year.

NOTE 4: MATERIAL AGREEMENTS

The Company entered into a licensing agreement (DN-1694) with NASA commencing on October 16%,
2020. The agreement called for Smart Tire to pay NASA a running royalty of 4.2% of the net sales of royalty-
based products, processes, and services for each accounting period, as well as a minimum royalty of $3,000
for the fourth accounting period for each accounting period thereafter. Smart Tire obtained a start-up
nonexclusive license agreement (DN-1694) for the “Radially stiffened Shape Memory Alloy Tire”. The
licensed patent application identified above includes any non-provisional, continuation, or divisional patent
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The following table sets forth the components that make up the total balance of intangible assets.

The intangible assets above pertain to the license agreements mentioned in Note 4.

NOTE 6: STOCKHOLDERS’ EQUITY (DEFICIT)

Capital Structure

On August 12", 2020, the company listed on its certificate of conversion that the maximum number of stock
the Company is authorized to issue is 10,000,000 shares with a par value of $0.00001 per share.

On December 31, 2021 the Company amended and restated its Certificate of Incorporation authorizing
13,367,773 total shares of all classes to be issued, consisting of 11,683,886 shares of Common Stock of the
Corporation, par value $0.00001 per share, along with 1,683,887 shares of Preferred Stock of the
Corporation, par value $0.00001. 805,096 shares of Preferred Stock were designated “Series Seed-1
Preferred Stock™ with an original issue price of $4.60 per share, 693,523 shares of Preferred Stock were
designated “Series Seed-2 Preferred Stock™ with an original issue price of $0.7354 per share, 173,311 shares
of Preferred Stock were designated “Series Seed-3 Preferred Stock™ with an original issue price of $4.5961
per share, and 11,957 shares of Preferred Stock were designated “Series Seed-4 Preferred Stock™ with an
original issue price of $4.140 per share.

On September 20th, 2022, the Company amended and restated its Certificate of Incorporation authorizing
13,363,584 total shares of all classes to be issued, consisting of 11,681,792 shares of Common Stock of the
Corporation, par value $0.00001 per share, along with 1,681,792 shares of Preferred Stock of the
Corporation, par value $0.00001. 805,096 shares of Preferred Stock were designated “Series Seed-1
Preferred Stock™ with an original issue price of $4.5970 per share, 691,011 shares of Preferred Stock were



:‘.)v‘"\:f‘ it vl 4L\A’f;r:v'lﬂ‘4(—1-“\35\\“'1.7: :; s hEN el
Frelerrea SLOCK wiln an origindl 1ssue price o1 »>.UU per snare.

On December 7%, 2023, the Company amended and restated its Certificate of Incorporation authorizing
13,973,530 total shares of all classes to be issued, consisting of 11,986,765 shares of Common Stock of the
Corporation, par value $0,00001 per share, along with 1,986,765 shares of Preferred Stock of the
Corporation, par value $0.00001. The Preferred Stock was designated into six separate series, each with
distinct rights and preferences, as set forth in the Company’s Restated Certificate of Incorporation. These
include 16,996 shares of Preferred Stock were designated “Series Seed-1 Preferred Stock™ with an original
issue price of $4.60 per share; 691,026 shares of Preferred Stock were designated “Series Seed-2 Preferred
Stock” with an original issue price of $0.7355 per share, 173,728 shares of Preferred Stock were designated
“Series Seed-3 Preferred Stock™ with an original issue price of $4.597 per share, 11,956 shares of Preferred
Stock were designated “Series Seed-4 Preferred Stock™ with an original issue price of $4.14 per share,
208,696 shares of Preferred Stock were designated “Series Seed-5 Preferred Stock™ with an original issue
price of $4.60 per share, and 884,363 shares of Preferred Stock were designated “Series Seed-6 Preferred
Stock™ with an original issue price of $5.00 per share.

Rights and Preferences

Voting: Common stockholders are entitled to one vote for each share. Holders of Preferred Stock vote
together with the holders of Common Stock on an as-converted basis.

Conversion: Each series of Preferred Stock is convertible into Common Stock at the option of the holder, at
a conversion ratio determined by dividing the original issue price, see above, by the applicable conversion
price, as defined in the Restated Certificate.

Liquidation Preference: In the event of a liquidation, dissolution, or winding up of the Company, including
certain deemed liquidation events, the holders of Preferred Stock are entitled to receive, prior and in
preference to any distribution to the holders of Common Stock, an amount per share equal to the greater of
(1) the original issue price plus any declared but unpaid dividends or (ii) the amount that would be payable
on an as-converted basis.

Stock Issuances

During the year ended December 31, 2021, the Company raised gross proceeds of $1,356,381 in the form
of Simple Agreements for Future Equity (“SAFE”). Offering costs in connection with the issuance of the
SAFEs totaled $97,266. In 2022, the SAFEs converted into Preferred Stock due to qualified equity financing
and resulted in the issuance of 691,026 shares of Seed-2 Preferred Stock, 173,728 shares of Seed-3 Preferred
Stock, and 11,956 shares of Seed-4 Preferred Stock.
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for services. In the agreement, the Company grants the employee the option to purchase 50,000 shares of the
Company’s common stock at a price per share equal to the fair market value per share on the common stock
onthe date of grant. One quarter of the shares subject to the option vest 12 months after the date the employee’s
vesting begins subject to continued employment. The remaining shares vest monthly over the subsequent 36
months in equal monthly amounts subject to continuing employment with the Company.

In March 2023, the Company initially proposed granting an option to purchase 27,227 shares of common
stock to an engineer as compensation for services. However, the Board did not approve the grant at that time,
electing to defer any issuance until an updated 409A valuation could be obtained. As of December 31, 2024,
no stock option had been formally granted to the employee.

NOTE 7: RECENT ACCOUNTING PRONOUNCEMENTS

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). This ASU requires a lessee to
recognize a right-of-use asset and a lease liability under most operating leases in its balance sheet. The ASU
is effective for annual and interim periods beginning after December 15%, 2021, including interim periods
within those fiscal years. Early adoption is permitted. The Company adopted this standard on January 1%,
2023. As new accounting pronouncements are issued, the Company will adopt those that are applicable
under the circumstances.

NOTE 8: COMMITMENTS, CONTINGENCIES, AND CONCENTRATIONS

The Company may be subject to pending legal proceedings and regulatory actions in the ordinary course
of business. The results of such proceedings cannot be predicted with certainty, but the Company does not
anticipate that the final outcome, if any, arising out of any such matter will have a material adverse effect
on its business, financial condition or results of operations.

Leases

The Company accounts for its lease in accordance with ASC 842 (Leases). Under ASC 842, leases are
identified on the Balance Sheet as right-of-use assets with corresponding liabilities. The right-of-use asset is
amortized over its operating cycle using the effective interest rate at the time of lease inception. Below are
the weighted average interest rates and future minimum lease payments.

The Company entered into a noncancelable operating lease for office and warehouse space totaling
approximately 4,958 square feet, consisting of 641 square feet of office area and 4,317 square feet of
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NOTE 9: SUBSEQUENT EVENTS

The Company has evaluated events subsequent to December 31, 2024 to assess the need for potential
recognition or disclosure in this report. Such events were evaluated through May 14, 2025, the date these
financial statements were available to be issued. No material subsequent events that require disclosure were
identified.
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annum and was due in a lump-sum payment on or before July 1, 2023. The balance of this note was $20,000
as of December 31, 2022. The note, along with all accrued interest, was fully repaid during the year ended
December 31, 2023.

On February 1, 2023, the Company entered into an unsecured promissory note in the principal amount of
$28.000 with a related party, which had been received in prior years. The note accrued interest at 6% per
annum and was payable in full on or before August 1, 2023. The balance of this note was $32,295 as of
December 31%, 2022. The note, along with all accrued interest, was fully repaid during the year ended
December 31, 2023.



