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

Modal Living, Inc.
152 §. State St.
Salt Lake City, UT 84111
https://livemodal.com/

Up to $4,014,513.00 in Common Stock at $8.35
Minimum Target Amount: $9,994.95

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: Modal Living, Inc.

Address: 132 S. State St., Salt Lake City, UT 84111
State of Incorporation: DE

Date Incorporated: January 23, 2019

Terms:

Equity

Offering Minimum: $9,994.95 | 1,197 shares of Common Stock
Offering Maximum: $4,014,513.00 | 480,780 shares of Common Stock
Type of Security Offered: Common Stock

Purchase Price of Security Offered: $8.35

Minimum Investment Amount (per investor): $250.50

*Maximum Number of Shares Offered subject to adjustment for bonus shares. See
Bonus info below.

Company Perks*

Early Bird Discounts -

Friends and Family - First 72 hours | 15% bonus shares
Super Early Bird - Next 72 hours | 10% bonus

Early Bird Bonus - Next 7 days | 5% bonus shares
Volume Discounts -

Tier 1 - Over $2,500

Investors that contribute between $2,500 and $4,999 are eligible for ADU Discounts
($1,500 off unit plus $1,000 in free upgrades) and/or $1,000 off the Modal Pod (Home
Office).

Tier 2 - Over $5,000

Investors that contribute between $5,000 and $9,999 are eligible for ADU Discounts
($2,500 off unit plus $2,500 in free upgrades) and/or $2,000 off the Modal Pod (Home
Office).

Tier 3 - Over $10,000

Investors that contribute between $10,000 and $24,999 are eligible for 5% bonus

shares PLUS ADU Discounts ($3,000 off unit plus $5,000 in free upgrades) and/or
$3,000 off the Modal Pod (Home Office).



Tier 4 - Over $25,000

Investors that contribute between $25,000 and $50,000 are eligible for 7% bonus
shares PLUS ADU Discounts ($5,000 off unit plus $10,000 in free upgrades) and/or
$5,000 off the Modal Pod (Home Office).

Tier 5 - Over $50,000

Investors that contribute over $50,000 are eligible for 10% bonus shares PLUS ADU
Discounts ($10,000 off unit plus $15,000 in free upgrades) and/or $7,500 off the Modal
Pod (Home Office).

*All perks occur when the offering is completed.

The 10% StartEngine Owners' Bonus

Modal will offer 10% additional bonus shares for all investments that are committed
by investors that are eligible for the StartEngine Crowdfunding Inc. OWNer’s bonus.

This means eligible StartEngine shareholders will receive a 10% bonus for any shares
they purchase in this offering. For example, if you buy 100 shares of Common Stock at
$9.26 / share, you will receive 110 shares of Common Stock, meaning you'll own 110
shares for $926. Fractional shares will not be distributed and share bonuses will be
determined by rounding down to the nearest whole share.

This 10% Bonus is only valid during the investors’ eligibility period. Investors eligible
for this bonus will also have priority if they are on a waitlist to invest and the company
surpasses its maximum funding goal. They will have the first opportunity to invest
should room in the offering become available if prior investments are cancelled or fail.

Investors will only receive a single bonus, which will be the highest bonus rate they
are eligible for.

Voting Rights of Securities Sold in this Offering

Each Subscriber shall appoint the Chief Executive Officer of the Company (the “CEQ”),
or his or her successor, as the Subscriber’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 Subscriber, (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
Subscriber pursuant to this Section are coupled with an interest. Such proxy and
power will be irrevocable. The proxy and power, so long as the Subscriber is an
individual, will survive the death, incompetency and disability of the Subscriber and,
so long as the Subscriber is an entity, will survive the merger or reorganization of the
Subscriber 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

Modal Living, Inc. ("Modal”) designs, builds and installs modern, modular backyard
homes and offices that maximize space while providing homeowners an opportunity
to create passive income and increase their home value.

Modal offers a range of aesthetically pleasing and design-forward products that
incorporate Scandinavian and Japanese elements. The Company's product line
currently includes studio, one-bed and two-bed options.

Modal takes complete ownership of the process, from permitting, architecture,
sitework and building, to cut through complexity for customers.

Modal Living, Inc. was formed on January 23, 2019, but the business was restructured
and Modal Living, Inc. became Modal Residential, LLC on March 16, 2020
(consolidating into Modal Holding, Inc.). Subsequently, Modal Holding, Inc. and Modal
Residential were merged on April 12, 2021, and other subsidiaries consolidated into
Modal Holding, Inc. were spun off as stand-alone entities. Modal Holding, Inc. the new
entity was renamed Modal Living, Inc. subsequent to the 2021 merger.

Competitors and Industry

We categorized competitors in the market as pursuing one of three strategies, low
cost, best product and best value.

We have chosen to execute a Best Value strategy because we believe that it has the
largest attainable market, the most compelling value proposition and the lowest
barrier to purchase.

It is important to remember that unlike technology, this is not a winner-take-all
market. Similar to homebuilding, in which the 10 largest public homebuilders only
own a small portion of the market, there will be lots of winners and extremely valuable
companies in this space.

Modal's direct competitors include Abodu, United Dwelling and Villa Homes.
Current Stage and Roadmap

QOur team has created an asset-lite business and spent the past two years spent
developing products, building operational processes, establishing strategic
partnerships, honing cost structures, and entering Northern and Southern California
markets.



We have designed our entire value chain to be scalable and built strategic partnerships
(including with North America’s largest modular manufacture) to enable Modal to
scale to higher volumes without adding fixed costs.

We have sold over 50 units in three states equating to over $6.9mm in signed sales,
developed a compelling product line and created scalable processes. Modal is now at
an inflection point and is ready to build on our early momentum.

The goal of this raise is to reach the following milestones: i) Free cash flow positivity,
by end of FY 2022 ii) Achieving $20M in Revenue/$6M Net Income, by end of FY 2023)
iii) Expansion into future geographies, by end of FY 2022 and iv) Expansion into
additional real estate segments (i.e. hospitality, multi-family, affordable housing, etc.)
by end of FY 2022.

The Team

Officers and Directors

Name: Scott Stowell

Scott Stowell's current primary role is with Capital Thirteen. Scott Stowell currently
services 15 hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

e Position: CEO / Chairman of the Board
Dates of Service: September 01, 2020 - Present
Responsibilities: Strategic Direction / Chairman of the Board Compensation
details: salary $0k / year, equity compensation - none,

Other business experience in the past three years:

e Employer: Pacific Life
Title: Board of Directors
Dates of Service: May 26, 2013 - Present
Responsibilities: Compensation and Personnel Committee (chairman) and the
Governance and Nominating Committee.

Other business experience in the past three years:

¢ Employer: Capital Thirteen
Title: Principal / Owner
Dates of Service: June 01, 2019 - Present
Responsibilities: In June 2019, Scott D. Stowell founded Capital Thirteen LLC, a
company that specializes in advisory, real estate investment, and angel investing
and serves as the Founder, Chief Executive Officer and President.



Other business experience in the past three years:

e Employer: Lennar
Title: Board of Directors
Dates of Service: February 01, 2018 - April 30, 2021
Responsibilities: Elected board member that represented shareholders. His
responsibilities included oversight of senior executives, guidance and feedback
related to strategic goals, and helping to ensure that the company has adequate,
well-managed resources at its disposal.

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

¢ Position: CoFounder/CO0O
Dates of Service: January 23, 2019 - Present
Responsibilities: Colin oversees strategic initiatives/partnerships and leads the
operations department. Compensation details: salary $120k / year, equity
compensation - none.

Other business experience in the past three years:

e Employer: Base Develop
Title: Managing Partner
Dates of Service: February 01, 2017 - January 31, 2019
Responsibilities: Base Develop focused on commercial mixed-use developments
which included multi-unit residential, office and retail. Within two vears Base
Development completed four mixed-use real estate projects.

Name: Dan Barrell

Dan Barrell's current primary role is with the Issuer.

Positions and offices currently held with the issuer:

e Position: Chief Financial Officer
Dates of Service: June 01, 2020 - Present
Responsibilities: Served as head of finance and executive team member
reporting to directly to CEO. Built and scaled finance, accounting, reporting, and
budgeting processes. Led fundraising efforts and collaborated cross-functionally
with other department leaders to develop strategy and long-term business plan.
Compensation details: salary $100k / year, equity compensation - none.



Other business experience in the past three years:

e Employer: Sorenson Impact Investing Center
Title: Senior Associate, Venture Capital Impact Investing
Dates of Service: January 01, 2019 - May 01, 2020
Responsibilities: Team leader guiding early-stage investment due diligence of
early-stage prospective investments. Key focus areas include financial modeling,
returns analysis, market / industry research, and impact measurement.

Other business experience in the past three years:

e Employer: Synchrony Financial
Title: Assistant Vice President, Internal Audit - Operations
Dates of Service: February 01, 2017 - September 01, 2018
Responsibilities: Supervised and directed operational process audits over critical
internal organizations to assess operational effectiveness, mitigate risk, identify
process improvements, and address key regulatory issues. Consulted for senior

organizational leaders to help optimize and overhaul logistically complex
processes.

Name: Chris Drent

Chris Drent's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

e Position: Director of Construction
Dates of Service: April 01, 2020 - Present
Responsibilities: A director of construction is responsible for overseeing the
completion of construction projects by handling planning, budgeting, and
making key decisions to ensure that construction projects are in conformity with
the proposed budget and are completed on time. (Compensation - $96k per year,
Equity Compensation - none)

Other business experience in the past three years:

o Employer: New Earth Construction
Title: Owner
Dates of Service: January 01, 2018 - April 01, 2020
Responsibilities: Running building/construction projects including
communication with the clients and managing the work of sub-contractors who
have been hired to perform various parts of the project

Name: David Clayton



David Clayton's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

¢ Position: Principal Architect
Dates of Service: April 01, 2020 - Present
Responsibilities: Provide application architectural solutions to meet business
requirements and architectural support for application development and
modification activities. Collaborate with team members to develop architectural
strategies and procedures for operational efficiency. Advise and recommend new
technologies to management to develop robust product and process innovation.
Review and recommend improvements to existing application architectures.
Assist in application design, development, integration and implementation
activities. Compensation details: salary $110k / year, equity compensation -
none.

Other business experience in the past three years:

e Employer: DEIV Architecture
Title: Owner
Dates of Service: January 01, 2011 - April 01, 2020
Responsibilities: Owner of architectural firm focused on multi-family and
commercial development. Responsibilities included preparing and presenting
design proposals, reports, applications and contracts. Competing for work by
submitting tender documents and delivering presentations. Meeting with clients
to discuss project goals, needs and budget. Liaising with construction
professionals about the practicability of potential plans. Adhering to all industry
standards in design. Drafting designs that reflect green building values. Working
around limiting factors like legislation, town planning, project budget and
environmental impact. Adjusting plans to meet new circumstances and resolving
any complications that may arise in the course of construction.

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

e Position: Board Advisor
Dates of Service: October 01, 2021 - Present
Responsibilities: Provides advisory and consultation to Board of Directors and
Senior Management related to business strategy, including but not limited to
new product development, operations, business development and strategic
growth opportunities. Compensation details: salary $100/hour, equity
compensation - none.



Other business experience in the past three years:

e Employer: National Development Council
Title: Director
Dates of Service: June 01, 2018 - October 04, 2021
Responsibilities: Leader at NDC specializing in bringing together technical
know-how and capital for community and economic investment. Worked with
local and state governments and community-based organizations to help them
create and implement their own unique economic and community development
strategies.

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
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



overpaying for your investment.

The transferability of the Securities you are buying is limited

Any Common 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 educational software development 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 Common Stock in the amount of up to $4,014,513 in this
offering and mayv 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 required 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. Issuing 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 Common 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 preferred stock could be more advantageous to those investors than to the holders
of Common Stock. In addition, if we need to raise more equity capital from the sale of
Common 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

QOur 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 are reliant on one main type of service

All of our current services are variants on one type of service, providing a platform for
online capital formation. Our revenues are therefore dependent upon the market for
online capital formation.

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.

Minority Holder; Securities with Voting Rights

The common 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, you will only be paid out if there is any cash
remaining after all of the creditors of our company have been paid out.

Minority Holder; Securities with No Voting Rights

The Common Stock that an investor is buying has no voting rights attached to them.
This means that you will have no rights in dictating on how the Company will be run.
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, you will only be paid out if there is any 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 vour investment.

Insufficient Funds

The company might not sell enough securities in this offering to meet its operating
needs and fulfill its plans, in which case it will cease operating and you will get
nothing. Even if we sell all the common stock we are offering now, the Company will
(possibly) need to raise more funds in the future, and if it can’t get them, we will fail.
Even if we do make a successful offering in the future, the terms of that offering might
result in your investment in the company being worth less, because later investors
might get better terms.

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
uncommeon 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

Modal Living, Inc. was formed on 01/23/2019. 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. Modal Living, 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 minimal revenue. If you are
investing in this company, it’s because you think that Accessory Dwelling Units are 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.

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 emplovyee 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 your
investment.

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. [t 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.

Number of Type of

Stockholder Name Securities Security |Percentage
Owned Owned
Capital Thirteen, LLC (Managed and owned 816,214 Common 4534

Stock

by Scott Stowell and Robb Stowell)

The Company's Securities

The Company has authorized Common Stock, and Convertible Debt. As part of the
Regulation Crowdfunding raise, the Company will be offering up to 480,780 of
Common Stock.

Common Stock

The amount of security authorized is 10,000,000 with a total of 1,800,059 outstanding.
Voting Rights

1 share, 1 vote
Material Rights

The total number of shares outstanding on a fully difuted basis, 1,800,059 shares,
includes 1,620,053 shares of Common Stock and 180,006 issued options.

Voting Rights of Securities Sold in this Offering

Each Subscriber shall appoint the Chief Executive Officer of the Company (the “CEQ”),
or his or her successor, as the Subscriber’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 Subscriber, (1) 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
CEOQO for the accomplishment of the foregoing. The proxy and power granted by the
Subscriber pursuant to this Section are coupled with an interest. Such proxy and
power will be irrevocable. The proxy and power, so long as the Subscriber is an
individual, will survive the death, incompetency and disability of the Subscriber and,
so long as the Subscriber is an entity, will survive the merger or reorganization of the
Subscriber 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.

Convertible Debt

The security will convert into Preferred stock and the terms of the Convertible Debt
are outlined below:

Amount outstanding: $985,483.38

Maturity Date: August 13, 2023

Interest Rate: 5.0%

Discount Rate: 5.0%

Valuation Cap: $12,500,000.00

Conversion Trigger: At maturity, note holders have the option to obtain repayment of
loan balance or conversion of Crowd Notes into preferred shares.

Material Rights

In the event of a Corporate Transaction prior to a Qualified Equity Financing, the
Company shall notify the Investor in writing of the terms of the Corporate Transaction
and the Investor shall receive the higher value received by either:

i. Obtaining that number of Conversion Shares equal to the quotient obtained by
dividing the Outstanding Loan Balance by the Conversion Price; or

ii. Obtaining the Corporate Transaction Payment.

What it means to be a minority holder

As a minority holder of Common 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, you 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 Inan IPO;
¢ Tothe company;
® To an accredited investor; and

¢ 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:

e Type of security sold: Debt
Final amount sold: $1,000,000.00
Use of proceeds: Start-Up Expenses, Marketing, Employee Salaries, Product
Development, General and Administrative
Date: June 19, 2019
Offering exemption relied upon: Debt

e Type of security sold: Debt
Final amount sold: $3,324,970.00
Use of proceeds: Marketing, Product Development, Salaries, Manufacturing
Partnership Establishment, General and Administrative Expenses
Date: October 06, 2020
Offering exemption relied upon: Promissory Note

¢ Type of security sold: Convertible Note
Final amount sold: $985,483.38
Use of proceeds: Marketing, New Product Development, Working Capital,
Salaries and General and Administrative Expenses
Date: September 16, 2021



Offering exemption relied upon: Regulation CF

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

Circumstances which led to the performance of financial statements:

FY 2019 Summary:

Modal was founded in January 2019. During the first half of the founding year, the
team developed products and started selling the first units to customers. During 2019,
the company invested in building operational capabilities, sales processes, and
marketing assets. The company prioritized building a display unit to initiate lead
generation and support sales. Management designed three ADU products for sale, a
studio, one-bed, and two-bed. During 2019, the company incurred a significant
amount of start-up expenses related to legal fees, engineering, marketing, and G&A
expenses. The company sold 19 units in 2019 with a total contract value of $1.4mm.
Modal recognizes revenue as project costs are incurred (in accordance with FASB ASC
606). Since most project costs are incurred at the end of the project timeline and as
projects were kicked off in Q4 2019, most revenues associated with 2019 sales were
recognized in subsequent periods. As a result, Modal only recognized $112k in revenue

and the majority of the $1.7mm loss pertained to operating expenses incurred during
FY 2019.

FY 2020 Summary:

The company was poised to build on early momentum during FY 2020, but the
outbreak of the Covid-19 pandemic in early 2020 significantly disrupted sales,
marketing, and operational supply chains. Management pivoted the sales and
marketing efforts from their in-person strategy using the display unit, toward a
primarily digital marketing customer acquisition strategy. The pandemic caused
significant delays to existing projects due to adverse impacts on our manufacturing
partner. Management also purposely scaled back sales and marketing spend in the first
half of 2020 to focus on building scalable operational processes and expanding into



the northern and southern California markets.

Key hires were made in marketing, operations, sales, and finance to support the
strategic growth plans. After establishing a network of contractors and consultants,
the first unit deliveries began mid-year. During Q3 2020, the company was
recapitalized with a $3mm revolving line of credit from an existing investor (Capital
Thirteen, LLC), which became the largest shareholder. Due to unforeseen costs and a
poor pricing structure, the initial units were sold at a loss. During the first half of
2020, management honed its cost structure and revised its pricing to ensure
profitability of future units. Modal recognized $1.46mm of revenue in FY 2020 a
1,200% YoY increase from FY 2019. The $2.9mm net loss in 2020 was primarily due to
negative gross profit in FY 2020 (because of initially unprofitable units) and
incremental increases in G&A and sales/marketing expenses.

Looking forward, Modal is projected to break even at a sales level of between 3.5 and 4
units per month. Our manufacturing partner network has significant capacity and
sales can be rapidly scaled with minimal additional fixed cost requirements.

Historical results and cash flows:

During the first two years of Modal's history, the primary source of cash was from debt

and sales to customers. Modal is focused on increasing sales to reach profitability
during Q1 2021 and going forward management projects positive cash flows from
customer revenue.

The most cash-intensive expense categories include the cost of goods sold, employee
salaries, marketing, and G&A expenses.

Liquidity and Capital Resources

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

Modal has cash on hand of $147K, two credit cards with a total capacity of $36K and
upcoming customer payments for in-process projects.

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 funds from this campaign are critical to company operations to support the sales
and marketing efforts to reach a break-even sales level, projected in Q2 2022, The
funds from this campaign will help cover operational expenses until the break-even

sales level is reached.

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?)

The funds from this campaign are necessary for the future viability of the Company.
The majority of funds the company will have will come from funds raised through this
crowdfunding campaign or other accredited investors.

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

Assuming the minimum $1.5mm is raised and operating expenses remain between
$150k - $200k per month, Modal is projected to operate for 6 months with zero sales.
With 1-3 sales per month, this fundraise is projected to last 12-24 months.

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

Assuming the maximum $4mm is raised, Modal will be able to operate for 2-3 years
assuming sales do not reach a break-even level. Management projects the maximum
funding goal will enable the company to ultimately reach profitability.

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

Management might consider a Reg A+ raise through StartEngine to raise up to $10mm
if it would align with accelerated strategic growth initiatives. In addition, Modal has
been in discussions with several accredited investors who are exploring an investment
in Modal.

Indebtedness

e Creditor: Capital Thirteen, LLC
Amount Owed: $3,324,970.00
Interest Rate: 8.0%
Maturity Date: June 10, 2025
Beginning on the Payment Date of September 1, 2021, and thereafter on each
payment date until the maturity date, borrower shall make a payment of

principal equal to the lesser of (A) $50,000 and (B) the balance of principal owing
under all outstanding advances.

e Creditor: Capital Thirteen, LLC
Amount Owed: $489,000.00
Interest Rate: 12.0%



Maturity Date: June 19, 2020

¢ Creditor: SeedInvst
Amount Owed: $985,483.00
Interest Rate: 5.0%
This is convertible debt raised under Reg CF and The Crowd Notes sold in this
Offering will convert in the following circumstances: @ If a "corporate
transaction” (such as the sale of the Company) occurs prior to a "qualified equity
financing” (which is a preferred stock financing of at least $1,000,000). @ Once a
"qualified equity financing” occurs, the notes thereafter will automatically
convert into the shares of preferred stock sold in the qualified equity financing.
@ If the maturity date is reached, the note holders will have the option, by
decision of the majority outstanding note holders, to convert into the Company’s
most senior class of preferred stock, and if no preferred stock has been issued,
then shares of the Company’s common stock.

Related Party Transactions

e Name of Entity: Modal Services, LLC
Names of 20% owners: Capital Thirteen, LLC, Faroe, LLC, Dallin Jolley Capital,
LLC
Relationship to Company: In March 2020 Modal created an additional line of
business through three development entities (Modal Services, LLC, Modal
Development, LLC and Modal Equities, LLC) to provide commercial modular
development services. Of these entities only Modal Services, LLC was an active
entity.
Nature / amount of interest in the transaction: These entities had bank accounts
and financial records separate from the Modal ADU business (Modal Residential,
LLC), but some expenses were shared between the entities. The shared expenses
included rent expense, business insurance and software. Modal Services had two
full time emplovees and two employees (Dan Barrell and Baylee Lemon)
allocated 35% of salary to Modal Services, LLC. The salaries were processed by a
single payroll system paid from Modal Residential, LLC bank account, but Modal
Services, LLC reimbursed Modal Residential, LLC monthly for all expenses paid.
The shared salaries of Dan Barrell and Baylee Lemon were discontinued as of
December 31, 2020 and both employees now exclusively work for Modal Living,
Inc. (ADU business). As such, between March 2020 - March 2021, Modal
Residential, LLC (now Modal Living Inc.) had a monthly intercompany receivable
balance due from Modal Services, LLC. Modal Living Inc. is in the process of
eliminating all shared expenses with Modal Development (including rent,
business insurance and payroll) and will continue to be reimbursed for any and
all shared expenses until these shared expenses are eliminated (expected by the
end of June 2020). In addition, David Clayton, the principal Architect for Modal
Services, LLC provides ad hoc consulting to Modal Living Inc. for product
development/technical architecture related services. These services are provided



at a rate significantly below market rates (compared to rates charged by external
consultants) and is not expected to exceed $30k on an annual basis.

Material Terms: In April 2021, legal documents were filed to separate all
development entities into stand-alone LLCs and the previous parent company
Modal Holdings, Inc. (renamed to Modal Living, Inc.) merged with Modal
Residential, LLC and retained all cumulative net operating losses from prior
years.

Name of Entity: Modal Services, LL.C

Names of 20% owners: Capital Thirteen, LLC, Dallin Jolley Capital, LLC, Faroe,
LLC

Relationship to Company: In March 2020 Modal created an additional line of
business through three development entities (Modal Services, LLC, Modal
Development, LLC and Modal Equities, LLC) to provide commercial modular
development services. Of these entities only Modal Services, LLC was an active
entity. These entities had bank accounts and financial records separate from the
Modal ADU business (Modal Residential, LLC), but some expenses were shared
between the entities. In April 2021, legal documents were filed to separate all
development entities into stand-alone LLCs and the previous parent company
Modal Holdings, Inc. (renamed to Modal Living, Inc.) merged with Modal
Residential, LLC and retained all cumulative net operating losses from prior
years.

Nature / amount of interest in the transaction: During Q2 - Q3 2021, Modal
Services provided loans to Modal Living for working capital purposes.

Material Terms: This loan was provided interest free as a bridge until the capital
raise is complete.

Name of Entity: Dallin Jolley

Relationship to Company: Co-Founder

Nature / amount of interest in the transaction: In Q1 2020, Modal sold an ADU to
co-founder Dallin Jolley, who was one of the first 6 customers.

Material Terms: The sales price was discounted because Dallin agreed to handle
much of the project logistics and there was no sale commission paid. Modal was
paid in full in Q2 2020.

Name of Entity: Capital Thirteen, LLC

Names of 20% owners: Scott Stowell, Robb Stowell

Relationship to Company: 20%+ Owner

Nature / amount of interest in the transaction: Line of Credit (Debt)

Material Terms: Capital Thirteen issued a line of credit to Modal for $3,309,970
(which was reflected in the indebtedness section), with the first draw was on
8/11,/2020. Key terms of the debt include the following: 1) 8% annual interest 2)
Origination Fee $100,000 3) Beginning on September 1st, 2021, borrower should
make payments of $50k per month until the principal balance is paid off 4)
Senior Debt - Collateral includes property, assets, and rights of company.



¢ Name of Entity: Capital Thirteen, LLC
Names of 20% owners: Scott Stowell, Robb Stowell
Relationship to Company: 20%+ Owner
Nature / amount of interest in the transaction: Promissory Note
Material Terms: Capital Thirteen issued a Promissory Note on to Modal for
$489,000 (which was reflected in the indebtedness section), with the first draw
beginning in June 2019. Key terms of the debt include the following: 1) 12%
annual interest 2) Junior Debt — Collateral includes property, assets and rights of
company after senior debt is paid in full.

e Name of Entity: Modal Investors, LLC
Names of 20% owners: Nate Odio, Aric Lasky, Tim Siegal
Relationship to Company: Seed Investors
Nature / amount of interest in the transaction: Promissory Note
Material Terms: Modal Investors, LLC issued a Promissory Note on to Modal for
$500,000 (which was reflected in the indebtedness section), with the first draw
beginning in June 2019. Key terms of the debt include the following: 1) 12%
annual interest 2) Junior Debt — Collateral includes property, assets and rights of
company after senior debt is paid in full. Note that the loan was paid back in full
through the issuance of the line of credit in September 2020.

Valuation

Pre-Money Valuation: $15,030,492.65

Valuation Details:

This valuation was determined based on a $4.4mm revenue run rate (based on Q1 and
Q2 2021, non-audited proforma results) and assuming a 3.4X revenue multiple. The
revenue valuation multiple was based on internal analysis that included comparable
multiples from public companies, M&A transactions and industry averages. The
revenue valuation multiple included a premium to incorporate the probablistic upside
from growth projected over the next 3 - 5 years.

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

The pre-money valuation does not take into account any convertible securities
currently outstanding. The Company currently has $955,485.538 in convertible notes
outstanding. Please refer to the Company Securities section of the Offering
Memorandum for further details regarding current outstanding convertible securities
which may affect vour ownership in the future.

The total number of shares outstanding on a fully diluted basis, 1,800,059 shares,
includes 1,620,053 shares of Common Stock and 180,006 issued options.

Use of Proceeds



If we raise the Target Offering Amount of $9,994.95 we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

o Marketing
31.5%
Proceeds will be used to support building out an omni-channel marketing
strategy. Funds will be used for a traveling mobile display unit, new marketing
hires, digital/traditional marketing, engagement with marketing agencies and
further build-out of internal marketing capabilities.

e Research & Development
5.0%
Modal intends to continue to innovate on new products to expand our product
offering. This includes consulting fees related to new product development,
which includes engineering, prototyping, cost engineering and other
development costs.

e Company Employment
30.0%
Modal plans to use funds for key hires to support our strategic roadmap as well
as retaining our talented employees. Funds will be used to key hires in marketing
and business development.

o Working Capital
30.0%
As our business relies on closing new sales it is critical to budget funds for
working capital. We expect to have funds to support working capital to plan for
unforeseen fluctuations.

If we raise the over allotment amount of $4,014,513.00, we plan to use these proceeds
as follows:

e StartEngine Platform Fees
3.5%

e Marketing
20.0%
Proceeds will be used to support building out an omni-channel marketing
strategy. Funds will be used for a traveling mobile display unit, new marketing
hires, digital/traditional marketing, engagement with marketing agencies and
further build-out of internal marketing capabilities. If we reach our maximum
fundraising goal, we will increase our marketing spend to further penetrate the
California market.

e Research & Development



10.0%

Modal intends to continue to innovate on new products to expand our product
offering. This includes consulting fees related to new product development,
which includes engineering, prototyping, cost engineering and other
development costs.

Company Employment

21.5%

Modal plans to use funds for key hires to support our strategic roadmap as well
as retaining our talented employees. Funds will be used to key hires in marketing
and business development.

Working Capital

20.0%

As our business relies on closing new sales it is critical to budget funds for
working capital. We expect to have funds to support working capital to plan for
unforeseen fluctuations.

Operations

10.0%

In order to ensure that we have adequate resources to expand in the multi-
family / hospitality sector, we intend to invest in operational capabilities to
support this strategic initiative. This includes consulting services and other
expenses to support the build-out of this channel.

Expansion to New Geographies

15.0%

If we reach our maximum funding goal, we intend to use funds to expand into
new geographies. This includes expenses related to marketing and sales efforts
to support launch in new cities / states.

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 after Fiscal Year End). Once
posted, the annual report may be found on the Company’s website at
https://livemodal.com/ (Under the Investor Relations Section).

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/modal-
living

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 Modal Living,
Inc.

[See attached]
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INDEPENDENT ACCOUNTANT'S AUDIT REPORT

To the Board of Directors of
Modal Living, Inc.
South Lake City, Utah

Opinion

We have audited the financial statements of Modal Living, Inc., which comprise the balance sheets as of December
31, 2020 and 2019, and the related statements of income, changes in stockholders’ equity, and cash flows for
the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of Modal Living, Inc. as of December 31, 2020 and 2019, and the results of its operations and its cash flows for
the years then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
(GAAS). Our responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of Modal Living, Inc.
and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for the design, implamentation,
and maintenance of internal contraol relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Modal Living Inc.'s ability to continue as a going
concern for period of twelve months from the end of the year ended December 31, 2020.

Auditor’'s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS will always detect 2 material misstatement when it
exists, The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users made on the basis of these financial statements.

In performing an audit in accordance with GAAS, we:

» Exercise professional judgment and maintain professional skepticism throughout the audit.

= Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements.

= Obtain an understanding of internal control relevant to the audit 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
Modal Living, Inc.’s internal control. Accordingly, no such opinion is expressed.



= Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

* Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Modal Living Inc.'s ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we [dentified during the audit.

Going Concern
As discussed in Note 11, 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,

%@tﬁqym rS

September 29, 2021
Los Angeles, California



Modal Living, Inc.
BALAMNCE SHEET

As of December 31, 2020 2019
(USD S in Dollars)
ASSETS
Current Assets:
Cash & cash equivalents 5 341,791 S 88,229
Account receivables, net 15,780 -
Inventories 78,062 -
Prepaids and other current assets 229,466 -
Total current assets 665,101 88,229
Property and Equipment, net 109,268 13,347
Total assets 5 774,369 5 101,576
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Account Payables 5 367,043 5 257,367
Credit cards 57,794 &5 .
Current portion of Promissory Note and Loans 788,155 & 795,000
Deferred revenue 1,393,346 5 597,960
Other current liabilities 108,776 & 57,871
Total current liabilities 2,715,114 1,708,198
Promissory Note and Loans 2,523,441 -
Total liabilities 5 5,238,556 5 1,708,198
STOCKHOLDERS EQUITY
Common Stock - 114
Additional Paid in Capital 2,286 99,885
Members equity 100,000 -
Retained earnings/(Accumulated Deficit) (4,566,472) (1,706,622)
Total stockholders' equity S  (4,464,187) $ (1,606,622)
Total liabilities and stockholders' equity 4 774,369 S 101,576

See accompanying notes to financial statements.,




Modal Living, Inc.
STATEMENTS OF OPERATIONS

For Fiscal Year Ended December 31, 2020 2019
(USD 5 in Dollars)
Net revenue 1,465,042 § 111,567
Cost of goods sold 2,019,701 132,977
Gross profit (554,658) (21,410)
Operating expenses
General and administrative 1,490,800 1,229,384
Sales and marketing 529,475 391,073
Total operating expenses 2,020,275 1,620,457
Operating income/(loss) (2,574,934) (1,641,867)
Interest expense 164,165 64,755
Other Loss/{Income) 120,752 -
Income/({Loss) before provision for income taxes (2,859,850) (1,706,622}
Provision/{Benefit) for income taxes - -
Net income/(Net Loss) (2,859,850) S (1,706,622)

See accompanying notes to financial statements.




Modal Living, Inc.

STATEMENTS OF CHANGES IN STOCKHOLDERS” EQUITY

Retained earmings) Tutal
Cammon Stock Additianal Paid in Memibers' {ceurmulated Sharshalders’
[im , SUS) Shares Arneunt Capital Exquity Delicit] Erquity
Balange=Decambber 31, 2008 5 - 5 - 5 - 5 -
Issuance of commen stack 1,142,530 114.79 9% 265 100,000
Sharehased Campensation - - - - N
Het income/(loss) - - - [1,706,522) (1,705,623
Balani—Decambser 31, 2019 5 1,142,898 & 114 5 1%, &A5 5 [1,706,522) (1,606,622
Conversion fram € Corp 1o LLE {1,142 538} 5 {114} 9% 885) 100,000 -
additional Faid n Capital - - 1,186 1,286
Sharehased Compensation - - - - -
Het income) [lass) - - - |7,855,850) {2,A55,850)
Balamte—Decamiser 31, 2020 H - & - - 1,286 5 100,000 5 4,566,472 {4,964,187)

Srp ocrompanping aates ta financial statements.



Modal Living, Inc.
STATEMENTS OF CasH FLows

For Fiscal Year Ended December 31, 2020 2019
(USD % in Dallars)
CASH FLOW FROM OPERATING ACTIVITIES
MNet income/{loss) 5 (2,859,850) 5 (1,706,622)
Adjustments to reconcile net income to net cosh pravided/{used) by operating activities:
Depreciation of tangible assets 11,318 4535
Changes in operating assets and liabilities:
Inventories (78,062) -
Account receivables (15, 780)
Prepaids and other current assets (229 A66) -
Account Payables 109,676 257,367
Credit cards 57,704 -
Deferred Revenue 795,386 597960
Other current liabilities 50,205 57,871
Met cash provided/{used) by operating activities (2,158,080) (788,885)
CASH FLOW FROM INVESTING ACTIVITIES
Purchases of property and equipment (107,239) (17,886)
Met cash providedf{used) in investing activities (107,239) {17,886)
CASH FLOW FROM FINANCING ACTIVITIES
Issuance of Common 5tock 2,286 100,000
Borrowing on Promissory Note 2,516,596 795,000
Met cash provided/{used) by financing activities 2,518,882 895,000
Change in cash 253,563 88,229
Cash—beginning of year £8,229 -
Cash—end of year s 341,791 5 88,229
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest ] - 5 64,755
Cash paid during the yvear for income taxes 5 - 5 -
OTHER NONCASH INVESTING AND FINANCING ACTIVITIES AND SUPPLEMENTAL DISCLOSURES
Purchase of property and equipment not yet paid for 5 - 5 -
Issuance of equity in return for note 5 - 5 -
Issuance of equity in return for accrued payroll and other liahilities s - 5 -

See accompanying notes ta financial statements,



Modal Living, Inc.
MNOTES TO FINANCIAL STATEMENTS

FOR YEar ENDED TO DEcemBer 31, 2020 AND Decemeer 31, 2019

1. NATURE OF OPERATIONS

Maodal Living, Inc. was incorporated on January 24, 2019 in the state of Delaware. On April 8, 2020 Modal Residential,
LLC was founded and the entire business was transferred to this entity. On April 12, 2021, Modal Residential, LLC was
merged with Modal Living, Inc. The financial statements of Modal Living, Inc. (which may be referred to as the

T

“Company”, “we”, “us”, or “our”) are prepared in accordance with accounting principles generally accepted in the
United States of America ("U.5. GAAP"). The Company’'s headquarters are located in 5alt Lake City, Utah.

Modal offers a range of aesthetically pleasing and design-forward products that incorporate Scandinavian and Japanese

elements. Our product line currently includes a studio, one-bed and two-bed options. Our team takes complete
ownership of the process, from permitting, architecture, sitework and building, to cut through complexity for customers.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accounting and reporting policies of the Company conform to accounting principles generally accepted in the United
States of America ("US GAAP"). The Company has adopted the calendar year as its basis of reporting.

Use of Estimates

The preparation of financial statements in conformity with United States 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 and Cash Equivalents

Cash and cash equivalents include all cash in banks. The Company’s cash is deposited in demand accounts at financial
institutions that management believes are creditworthy. The Company’s cash and cash equivalents in bank deposit
accounts, at times, may exceed federally insured limits. As of December 31, 2020 and December 31, 2019, the
Company's cash and cash equivalents exceeded FDIC insured limits by 591,791 and 50, respectively.
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Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are recorded at net realizable value or the amount that the Company expects to collect on gross
customer trade receivables. We estimate losses on receivables based on known troubled accounts and historical
experience of losses incurred. Receivables are considered impaired and written-off when it is probable that all
contractual payments due will not be collected in accordance with the terms of the agreement. As of December 31,
2020 and 2019, the Company determined that no reserve was necessary.

Inventories

Inventories are valued at the lower of cost and net realizable value. Costs related to raw materials, used which are
determined using an average method.

Property and Equipment

Property and equipment are stated at cost. Normal repairs and maintenance costs are charged to earnings as incurred
and additions and major improvements are capitalized. The cost of assets retired or otherwise disposed of and the
related depreciation are eliminated from the accounts in the period of disposal and the resulting gain or loss is credited
or charged to earnings.

Depreciation is computed over the estimated useful lives of the related asset type or term of the operating lease using
the straight-line method for financial statement purposes. The estimated service lives for property and equipment is as
follows:

Category Useful Life
Building and Display Unit 15 years
POD Display Unit 15 years
Computers 3 years

Impairment of Long-lived Assets

Long-lived assets, such as property and equipment and identifiable intangibles with finite useful lives, are periodically
evaluated for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. We look for indicators of a trigger event for asset impairment and pay special attention to any
adverse change in the extent or manner in which the asset is being used or in its physical condition. Assets are grouped
and evaluated for impairment at the lowest level of which there are identifiable cash flows, which is generally at a
location level. Assets are reviewed using factors including, but not limited to, our future operating plans and projected
cash flows. The determination of whether impairment has occurred is based on an estimate of undiscounted future cash
flows directly related to the assets, compared to the carrying value of the assets. If the sum of the undiscounted future
cash flows of the assets does not exceed the carrying value of the assets, full or partial impairment may exist. If the asset
carrying amount exceeds its fair value, an impairment charge is recognized in the amount by which the carrying amount
exceeds the fair value of the asset. Fair value is determined using an income approach, which requires discounting the
estimated future cash flows associated with the asset.

Income Taxes
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The Company is taxed as a partnership during 2020. Under these provisions, the Company does not pay federal
corporate income taxes on its taxable income. Instead, the members are liable for individual federal and state income
taxes on their respective shares of the Company’s taxable income. The Company has filed tax returns from inception in
2019 through 2020 and is not subject to tax examination by the Internal Revenue Service or state regulatory agencies.

Concentration of Credit Risk
The Company maintains its cash with a major financial institution located in the United States of America which it

believes to be creditworthy. Balances are insured by the Federal Deposit Insurance Corporation up to $250,000. At
times, the Company may maintain balances in excess of the federally insured limits.

Revenue Recognition

The Company recognizes revenues in accordance with FASB ASC 606, Revenue From Contracts with Customers, when
delivery of goods as delivery is the sole performance obligation in its contracts with customers. The Company typically
collects payment upon sale and recognizes the revenue when the item has shipped and has fulfilled their sole

performance obligation.

Income is principally comprised of revenues earned by the Company as part of the providing of selling of its product to
the final customers.

Cost of sales
Costs of goods sold include the cost of products sold, cost of labor, commissions, distribution services,

Advertising and Promotion

Advertising and promotional costs are expensed as incurred. Advertising and promotional expense for the years ended
December 31, 2020 and December 31, 2019 amounted to 5529475 and 5391,073, which is included in sales and
marketing expense.

Fair Value of Financial Instruments

The carrying value of the Company’s financial instruments included in current assets and current liabilities (such as cash
and cash equivalents, restricted cash and cash equivalents, accounts receivable, accounts payable and accrued expenses
approximate fair value due to the short-term nature of such instruments).

The inputs used to measure fair value are based on a hierarchy that prioritizes observable and unobservable inputs used
in valuation techniques. These levels, in order of highest to lowest priority, are described below:

Level 1—Quoted prices (unadjusted) in active markets that are accessible at the measurement date for identical assets
or liabilities.

Level 2—0bservable prices that are based on inputs not gquoted on active markets but corroborated by market data.

Level 3—Unobservable inputs reflecting the Company's assumptions, consistent with reasonably available assumptions
made by other market participants, These valuations require significant judgment.
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Subsequent Events

The Company considers events or transactions that occur after the balance sheet date, but prior to the issuance of the
financial statements to provide additional evidence relative to certain estimates or to identify matters that require
additional disclosure. Subsequent events have been evaluated through September29, 2021 which is the date the
financial statements were issued.

Recently Issued and Adopted Accounting Pronouncements

In February 2019, FASB issued ASU No. 2019-02, Leases, that requires organizations that lease assets, referred to as
"lessees”, to recognize on the balance sheet the assets and liabilities for the rights and obligations created by those
leases with lease terms of more than 12 months. ASU 2019-02 will also require disclosures to help investors and other
financial statement users better understand the amount, timing, and uncertainty of cash flows arising from leases and
will include gualitative and quantitative requirements. The new standard for nonpublic entities will be effective for fiscal
years beginning after December 15, 2020, and interim periods within fiscal years beginning after December 15, 2021,
and early application is permitted. We are currently evaluating the effect that the updated standard will have on the
financial statements and related disclosures,

In June 2019, FASB amended ASU No. 2019-07, Compensation = Stock Compensation, to expand the scope of Topic 718,
Compensation — 5tock Compensation, to include share-based payment transactions for acquiring goods and services
from nonemployees. The new standard for nonpublic entities will be effective for fiscal years beginning after December
15, 2019, and interim periods within fiscal years beginning after December 15, 2020, and early application is permitted.
The standard implementation did not have a material impact.

In August 2019, amendments to existing accounting guidance were issued through Accounting Standards Update 2019-
15 to clarify the accounting for implementation costs for cloud computing arrangements. The amendments specify that
existing guidance for capitalizing implementation costs incurred to develop or obtain internal-use software also applies
to implementation costs incurred in a hosting arrangement that is a service contract. The guidance is effective for fiscal
years beginning after December 15, 2020, and interim periods within fiscal years beginning after December 15, 2021,
and early application is permitted. The standard implementation did not have a material impact.

The FASB issues ASUs to amend the authoritative literature in ASC. There have been a number of ASUs to date, including
those above, that amend the original text of ASC. Management believes that those issued to date either [i) provide
supplemental guidance, (ii) are technical corrections, (iii) are not applicable to us or (iv) are not expected to have a
significant impact on our financial statements.

3. INVENTORY

Inventory consists of the following items:

As of December 31, 2020 2019
Inventory assets S 78062 5 -
Total Prepaids and other current assets §& 78,062 5§ -
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4. DETAILS OF CERTAIN ASSETS AND LIABILITIES

Account receivables consist primarily of trade receivables, accounts payable consist primarily of trade payables.
Prepaids and other current assets consist of the following items:

As of December 31, 2020 2019
Prepaid and other current assets 5 8,697 5§ -
Prepayment 220,769

Total Prepaids and other current assets S 229,466 S -

Other current liabilities consist of the following items:

As of December 31, 2020 2019
Payroll liabilities S 53,397 S 57,871
Accrued expenses 55,380 -
Total Other Current Liabilities S 108,776 S 57,871

5. PROPERTY AND EQUIPMENT

As of December 31, 2020 and December 31, 2019, property and equipment consist of:

As of Year Ended December 31, 2020 2019

Property and Equipment S 125,125 5 17,886
Property and Equipment, at Cost 125,125 17,886
Accumulated depreciation (15,857) (4,539)
Property and Equipment, Net 5 109,268 5 13,347

Depreciation expense for property and equipment for the fiscal year ended December 31, 2020 and 2019 was in the
amount of 511,318 and 54,539 respectively.

6. CAPITALIZATION AND EQUITY TRANSACTIONS
As of December 31, 2020, the company was LLC, the ownership percentage of the members were as follows:

As of Year Ended December 31, 2020

Member's name Ownership percentage

Modal Holdings, Inc. 75.0%
Capital Thirteen, LLC 25.0%
TOTAL 100.0%

- 10 -
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/. DEBT

Promissory Notes & Loans

During the years presented, the Company has entered into promissory notes & loans. The summary of the Company's
loans, notes, and the terms is as follows:

Four the Year Fnced Descenbssr 3000 Far the ¥ear Brded Cwcember HIER
Prircipsl imEpx Aermused il <L warrasmi Taial [ Arcraed Currsar  MarrCuUrmere Tzial

Dut iraTra AR e Amranre Irizreyi Anin Ba Farizd Filatng Dure Expamin Izinras: Curreryt Farilas Porsion I=clebripd ram Exparne Freerati Parilar Fariias Ircebripdramn
Capiial Thirieea LLC- rewahiag kaan = 100003 EiETS By TG [ Ep i b 5 LM S Late - IO 5 Z24T1EHE = A1 EIE

ERFARL THATEEN LU a5 i ey W1 E ERRNL il ] 1110 Ar1sHY [ TRTa ] § B0 5 B % L EALLE] & AP0 | § adkh & A 5 3G -] 134 (00
Bdacial lnepue 5 U000 120606 Fisca | pase HIG Aepakd 5 A, D00 5 A D0
222 laare L 14ETER 1T A5 3y 30T A N]I00] H RS e L HATE & 4ETES 5 14, 758 D

Tanal §oapmEar & aendEr § MATE 8 pMiaM & FANLss |8 agkm & d0hx b Moo § % EE ]
The summary of the future maturities is as follows:

As of Year Ended December 31, 2020

2021 S 788,172

2022 723,424

2023 600,000

2024 &00,000

2025 600,000

Thereafter -

Total $ 3,311,596

8. RELATED PARTY

In April 2021, Modal Services (the related entity) provided a 550k loan to Modal Living for working capital purposes. This
loan was provided interest free as a bridge until the capital raise is complete.

In Q1 2020, Modal sold an ADU to co-founder Dallin Jolley, who was one of the first 6 customers. The sales price was
discounted because Dallin agreed to handle much of the project logistics and there was no sale commission paid. Modal
was paid in full in Q2 2020,

One of the owners, Capital Thirteen LLC, approved revolving loan in the amount of 5 3,000,000 to the company. The
loan bears 8% per annum has maturity date as of October &, 2022. As of December 31, 2020, the outstanding balance
of the loan was & 2,673,838,

One of the owners, Capital Thirteen LLC, entered into Promissory Note agreement with the company in the amount of
5 1,000,000. The loan bears 12% and matured on June 19, 2020. As of December 31, 2020, the outstanding balance of
the loan was 5 489,000,

-11 -
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9. COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company enters various operating leases for facilities. The aggregate minimum annual lease payments under
operating leases in effect on December 31, 2020, are as follows:

Year Obligation

2021 4 37,800
2022 -
2023 -
2023 -
Thereafter

Total future minimum operating lease payments s 37,800

Mo rent expenses during 2020 and 2019.

Contingencies

The Company’s operations are subject to a variety of local and state regulation. Failure to comply with one or more of
those regulations could result in fines, restrictions on its operations, or losses of permits that could result in the
Company ceasing operations.

Litigation and Claims

From time to time, the Company may be invalved in litigation relating to claims arising out of operations in the normal
course of business. As of December 31, 2020, there were no pending or threatened lawsuits that could reasonably be
expected to have a material effect on the results of the Company’s operations.

10. SUBSEQUENT EVENTS

The Company has evaluated subsequent events for the period from December 31, 2020 through September 29, 2021
the date the financial statements were available to be issued.

The board decided in February 2021 to spin off development entities that previously consolidated into the parent
company Modal Holdings, Inc. (renamed Maodal Living, Inc.) became the sole legal entity for the ADU business (Maodal
Residential, LLC was merged into Modal Holdings, Inc.). The net operating losses for FY 2019 and FY 2020 will remain in

Maodal Living, Inc.

The PPP loan issued by the Small Business Administration on 04/20/2020 for 5148,758 was forgiven in full on
06/29/2021. The Company all conditions for full forgiveness of the principal balance and accrued interest.

-12 -
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Subsequent to 12/31/2020, Maodal Living, Inc. raised $985,483 in convertible notes under regulation CF, through
Seedlnvest Securities, LLC, a crowdfunding platform. Disbursements of $774,383 and 5127,451 were made to Modal
Living, Inc. on 9/3/2021 and 9/21/2021, respectively, after fees of 583,659 were applied.

There have been no other events or transactions during this time which would have a material effect on these financial
statements.

11. GOING CONCERN

The accompanying financial statements have been prepared on a going concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. The Company has an accumulated
deficit of 54,566,472, an operating cash flow loss of $2,158,080 and liquid assets in cash of $341,791, which less than a
year's worth of cash reserves as of December 31, 2020. The Company's situation raises a substantial doubt on whether
the entity can continue as a going concern in the next twelve months.

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 generate revenues and raise capital as needed to satisfy its
capital needs. During the next twelve months, the Company intends to fund its operations through debt and/or equity
financing.

There are no assurances that management will be able to raise capital on terms acceptable to the Company. If it is