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

The 420 Hotels, Inc.
420 E 11th Avenue
Denver, CO 80203

http://the420hotels.com

Up to $426,943.26 in Class A Common Stock at $0.18
Minimum Target Amount: $14,999.94

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

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

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

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



Company:

Company: The 420 Hotels, Inc.

Address: 420 E 11th Avenue, Denver, CO 80203
State of Incorporation: NV

Date Incorporated: April 20, 2021

Terms:

Equity

Offering Minimum: $14,999.94 | 83,333 shares of Class A Common Stock
Offering Maximum: $426,943.26 | 2,371,907 shares of Class A Common Stock
Type of Security Offered: Class A Common Stock

Purchase Price of Security Offered: $0.18

Minimum Investment Amount (per investor): $199.98

*"Maximum number of shares offered subject to adjustment for bonus shares. See
Bonus info below.

Investment Incentives & Bonuses®

Time Based

Early Bird Bonus

Invest within the first two weeks and receive an extra 10% bonus shares

Amount-Based

$420 - signature hatpin of our first keystone location

$710 - Custom Grassroots California Hat exclusive to our crowdfunding rounds
$1,000 - Custom Grassroots California Hat and Hatpin combo

$2,200 - Signature Grassroots California lounge robe, Custom Grassroots California
Hat and Hatpin

$5,000 - all $2,200 level perks plus 5-year membership
$10,000 - all $2,200 level perks plus 10-year membership

$25,000 - Lifetime membership plus your name on the wall as a Co-Founder of The
420 Denver, 2 Signature Grassroots California lounge robes, 2 Custom Grassroots
California Hats, and 2 Hatpins



*In order to receive perks from an investment, one must submit a single investment in
the same offering that meets the minimum perk requirement. Bonus shares from perks
will not be granted if an investor submits multiple investments that, when combined,
meet the perk requirement. All perks occur when the offering is completed.

The 10% StartEngine O 'B

420 Hotels will offer 10% additional bonus shares for all investments that are
committed by investors that are eligible for the StartEngine Crowdfunding Inc.
OWDWNer's bonus.

This means eligible StartEngine shareholders will receive a 10% bonus for any shares
they purchase in this offering. For example, if vou buy 100 shares of Class A Common
Stock at $0.18 / share, you will receive 110 shares of Class A Common Stock, meaning
you'll own 110 shares for $18. 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 canceled or fail.

Investors will receive the highest single bonus they are eligible for among the bonuses
based on the amount invested and time of offering elapsed (if any). Eligible investors
will also receive the Owner’s Bonus and an audience-based bonus of 25% for prior
Investors in addition to the aforementioned bonus.

The Company and its Business

Company Overview

The 420 Hotels, Inc. ("420 Hotels" or the "Company") is providing overnight
hospitality with a twist. We are a boutique hotel, and tavern open to the public and are
adding the first licensed cannabis hospitality lounge to the property as an amenity.

We are real estate, hotel operations, and food and beverage with our unique twist of an
on-site and licensed cannabis hospitality lounge. We intend to expand using this first
location as the model.

We are an operating hotel on the cusp of opening what we believe to be one of the
most exciting unique amenities in hospitality today. According to a major media
source, we are the first to bring this concept to market.*

Qur current phase of operations is we own and operate our hotel, restaurant and
tavern. We are in the process of building out our newest amenity, the on-site, licensed

cannabis hospitality lounge.

We are exploring potential expansion opportunities and intend to grow to 12-15



locations over the next 5-8 years.

First, we are a hotel and generate revenue from the leasing of rooms on a day-to-day
basis. We offer a hot and made-to-order breakfast every day which is included in the
room rate. We have recently opened our basement tavern to the public and are open
seven days a week from 4-9 pm. The tavern is generating new cash flow.

The company is now the first hotel in America to secure a license to open an on-site
lounge where guests will be able to consume cannabis in a bring-your-own setting,
with revenue from the lounge coming from entry fees, events and food and beverage
sales.

We intend to own our properties, manage the hotel operations, and activate the
property through the addition of unique amenities. Bundling the three pillars of
hospitality in an independent owner-operator model.

We are a highly regarded, and award-winning, local boutique hotel paired with a
unique and exciting new amenity in the form of licensed on-site cannabis hospitality.
A notable and historic location and an address (420) seemingly fit for this business.
First in the nation status. The first licensed cannabis business to list a campaign on
StartEngine.

Subsidiaries & Related Entities

The 420 Hotels Inc took ownership of Patterson Inn LLC and Castle of Quality LLC on
January 1, 2022. These two entities are now wholly owned subsidiaries of The 420
Hotels Inc. Castle of Quality owns the property and Patterson Inn operates the hotel
and currently the tavern license too. 12 Spirits Tavern LLC was formed on November
4, 2021, as a wholly owned subsidiary. This company will operate the tavern license.
The process to begin the transfer of the liquor license has been started and will be
completed prior to the opening of the cannabis hospitality lounge. The 420 Hotels Inc
also owns 40% of The 420 Denver Inc. The 420 Denver is the Colorado partially owned
subsidiary that holds the state-issued and city-issued provisional licenses for cannabis
hospitality. Castle of Quality LLC owns the physical property and leases three separate
commercial units to Patterson Inn (Main Unit), 12 Spirits Tavern (Unit 12), and The
420 Denver (Unit 420). There are related transactions between Patterson Inn, Castle of
Quality, and The 420 Hotels in monthly costs associated with property maintenance
and real estate financing. We have received provisional licensing to begin
construction of this first-to-market amenity and the finalized design with stamped
plans has been delivered to the general contractor.

Intellectual Property (IP)

The Company owns certain IP related to the hotel concept including web domains for
future expansion opportunities. Effective April 20, 2021, the Company entered into an
intellectual property agreement with its founder for the assignment of all intellectual
property ("IP)” assets related to the 420 Hotels concept for a value of $1,000. In
exchange for the IP assignment to the Company, the Company issued 10,000,000



shares of Class A common stock to the founder. We are the first hotel in the country to
secure a license for on-site cannabis hospitality. We own our location. The hotel has
been operating for just over ten years. This is real estate and wealth building through
the ownership and operation of a hotel paired with a unique and exciting amenity.

* https://www.skunkmagazine.com/getting-granular-with-chris-chiari-of-the-420-
hotels-in-denver/

https://www.benzinga.com/markets/cannabis/22/03/26379590/denver-hotel-
becomes-first-in-nation-to-receive-license-to-legally-consume-cannabis- 1

https://3053magazine.com,/2022/02/patterson-inn-cannabis-friendly-lounge/

https://www.westword.com/marijuana/denver-approves-first-hotel-for-marijuana-
hospitality-13731334

https://www.9news.com/article/news/local/denver-hotel-marijuana-hospitality-
license/73-52f6e250-8834-48f9-8cab-6ef3dd2872ab

Competitors and Industry

Industry

Cannabis legalization has been expanding across the country over the last ten years.
We believe cannabis hospitality is the next growth segment in cannabis. With
uncertainty around the viability of stand-alone consumption lounges, The 420 Hotels
builds off its already successful core business.

Catering to the largest growth segment in cannabis, 50+ consumers, we are building a
space that is sophisticated and with on-site staff, we intend to offer customers
information along with access to help especially novice consumers make informed
decisions. Start low, and go slow is standard industry knowledge but sharing it at the
point of use is meant to lead to better experiences for tourists.

In the last decade, the legal cannabis market has been expanding rapidly at a CAGR of
over 32%, and by 2028 the overall global category is expected to reach nearly $200B.
Within this emerging space, cannabis tourism is already a substantial sector -
currently valued at $17B - and according to Forbes, the momentum is only just
beginning.

Competition

Cannabis friendly is a term that describes operators who choose to look the other way.
Consumption is relegated to the outside and around the corner. As a licensed lounge,
we are an indoor facility that meets all international standards for a smoke-filled
environment and also have a business that is licensed for this use with the local
municipality. There are also stand-alone lounges that have begun to emerge. We are
different in that we pair this lounge access and experience with overnight hospitality
which is already producing free cash flow before the addition to the lounge. We are



adding amenities and appeal to the product we offer, not replacing it.

Current Stage and Roadmap

Current Stage

Cannabis Hospitality is the final mile in legalization. With the continued expansion of
recreational markets across the country the licensing of consumption lounges was left
unaddressed. Colorado and the city of Denver changed the rules in 2021 that opened
the door for cannabis hospitality license applications. The 420 Hotels was the first to
apply. Currently, tourists who travel to legal states and purchase state-regulated
adult-access cannabis products, are left with no place to consume. The 420 Hotels
creates a space that is legal, licensed and sophisticated as an amenity to our guests for
the consumption of cannabis on-site and indoors in a space that meets international
standards for a smoke-filled room.

- The 420 Hotels is the first hotel in America to secure a license for on-site cannabis
hospitality.

- We are the first licensed cannabis business to launch a campaign on StartEngine.

- The hotel has broken occupancy records and has increased annual occupancy from
38% in 2018 to 56% today.

- Qur tavern is now open to the public removing neighborhood restrictions inherited
from the previous owners.

- We are under construction.

Future Roadmap

We are an exciting opportunity because this is a new market segment and we believe
we are a market leader. We are building a hotel model with the intention of expanding
to gateway cities and key locations across the country and around the world.

We intend to grow to 12-15 locations over the next 5-8 years. We intend to use
proceeds from this raise for buildout and improvements for the lounge.

The Team
Officers and Directors

Name: Chris Chiari
Chris Chiari's current primary role is with the Issuer.

Positions and offices currently held with the issuer:

e Position: Chief Executive Officer (CEO)
Dates of Service: April, 2021 - Present



Responsibilities: Chiari is the lead principal of the company, handles day-to-day
management of the Company and moves between the several corporate entities
on an as-needed basis. Chiari's salary is $12,500 per month (salary is currently
suspended until the lounge opens) and he presently holds 33,840,000 shares of
Class A Common Stock and 420 shares of Class B Common Stock.

Other business experience in the past three years:

e Employer: Patterson Inn
Title: Owner
Dates of Service: June, 2018 - Present
Responsibilities: Owner

Other business experience in the past three years:

¢ Employer: 12 Spirits Tavern LLC
Title: Manager
Dates of Service: November, 2021 - Present
Responsibilities: Manager

Other business experience in the past three years:

o Emplover: King of Quality Productions Inc
Title: Producer
Dates of Service: January, 2014 - Present
Responsibilities: Producer

Other business experience in the past three years:

o Emplover: Gelpid Associates
Title: Managing Member
Dates of Service: June, 2001 - Present
Responsibilities: Strategy, compliance, and administrative oversight

Other business experience in the past three years:

e Emplover: American Millennium Investment Corp
Title: President
Dates of Service: June, 1997 - Present
Responsibilities: Finance, forecasting, reorganization and business consulting

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
overpaving 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.

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, your 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 vour investment, and possibly a lower purchase
price per share.

Management Discretion as to Use of Proceeds

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

Projections: Forward Looking Information

Any projections or forward looking statements regarding our anticipated financial or
operational performance are hypothetical and are based on management's best
estimate of the probable results of our operations and will not have been reviewed by



our independent accountants. These projections will be based on assumptions which
management believes are reasonable. Some assumptions invariably will not
materialize due to unanticipated events and circumstances beyond management's
control. Therefore, actual results of operations will vary from such projections, and
such variances may be material. Any projected results cannot be guaranteed.

The amount raised in this offering may include investments from company insiders or
immediate family members

Officers, directors, executives, and existing owners with a controlling stake in the
company (or their immediate family members) may make investments in this offering.
Any such investments will be included in the raised amount reflected on the campaign

page.

We may never have an operational product or service

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

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 your investment.

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

Once we meet our target amount for this offering, we may request that StartEngine
instruct the escrow agent to disburse offering funds to us. At that point, investors
whose subscription agreements have been accepted will become our investors. All
early-stage companies are subject to a number of risks and uncertainties, and it is not
uncommon for material changes to be made to the offering terms, or to companies’
businesses, plans or prospects, sometimes on short notice. When such changes
happen during the course of an offering, we must file an amended to our Form C with
the SEC, and investors whose subscriptions have not yet been accepted will have the
right to withdraw their subscriptions and get their money back. Investors whose
subscriptions have already been accepted, however, will already be our investors and
will have no such right.

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



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

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

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

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

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

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

To be successful, the Company requires capable people to run its day to day
operations. As the Company grows, it will need to attract and hire additional
employees in sales, marketing, design, development, operations, finance, legal,
human resources and other areas. Depending on the economic environment and the
Company’s performance, we may not be able to locate or attract qualified individuals
for such positions when we need them. We may also make hiring mistakes, which can
be costly in terms of resources spent in recruiting, hiring and investing in the
incorrect individual and in the time delay in locating the right emplovee 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.

One of the entities partially owned by the company is licensed for cannabis
hospitality.

At this time cannabis is still illegal under federal law. Though the company has
purposely chosen to not inventory or sell cannabis products, the company is involved
in creating a state licensed venue for the consumption of cannabis and as such, this
hosting of consumption could affect the company and lead to an adverse tax rate when
calculating income under IRS Sec 280E.

General Risks Related to the Company and its Business Plan

The Company was organized in April 2021 and has very limited operating history. The
lack of operating history must be considered in light of the risks, to address these
risks, the Company must, among other things, raise capital, respond to competitive
developments, attract, retain and motivate qualified personnel and successfully
execute its business plan. There can be no assurance that the Company will be
successful in addressing these risks. The lack of operating history of the Company
makes the prediction of future results of operations extremely difficult. There can be
no assurance that the Company will not incur significant net losses in the future, or
that it will achieve sufficient revenues to sustain operations or operate profitably.

The Company’s business plan is based on numerous assumptions:

The Company’s business plan is based upon numerous assumptions. No assurance can
be given regarding the attainability of the assumptions and projections. The ability of
the Company to implement its business plan or owning multiple hotel properties or
otherwise entering into a franchise agreement with third party hotel operators will
depend upon many factors, most (if not all) of which are beyond the Company’s
control. All financial projections of the Company, are based entirely upon
management’s assumptions and projections and should not be considered as a
forecast of actual returns or the Company’s liquidity. Actual operating results may be
materially different.

Need for Additional Capital.

The Company has limited financial resources. The Company anticipates requiring
additional capital in order to execute its business plan. There can be no assurance that
such funds will be available, if at all, on acceptable terms. Future capital requirements
will depend upon revenues from operations and the actual costs incurred in
implementing the Company’s business plan. The inability of the Company to raise any
required funds will have an adverse effect upon its operations. Any debt financing, if
available, may involve financial covenants that limit the Company’s operations. Any
equity financing, if available, may dilute the holdings of existing stockholders. There
can be no assurance that sufficient financings will be obtained on a timely basis and
on terms favorable to the Company. Failure to obtain such additional financing will
result in delay or indefinite postponement of implementation of the Company’s
business plan.



Financial projections are based on uncertain assumptions and will be affected by
factors out of the Company’s control:

The Company, or its affiliates, has prepared estimated future financial results of the
Project based on numerous assumptions that are believed to be reasonable. However,
the nature of real estate development is such that at least some of the assumptions are
likely to be mistaken and future operations will be affected by many factors over
which the Company has no control. Accordingly, the actual results of investing in the
Company and the Project are likely to be different than the results reflected in the
projections, possibly by a substantially adverse amount.

Reliance on our Founder.

We are particularly dependent upon the efforts, experience, contacts and skills of
Chris Chiari (currently our sole officer and director). The loss of such individual could
have a material, adverse effect on us, and such loss could occur at any time due to
death, disability, resignation or other reasons.

Our charter includes “control stock” that will be held by a small number of persons;
anti-takeover provisions in our charter documents could discourage, delay, or prevent
a change in control of our company.

Our charter provides that our Class B Common Stock holds substantially all of the
voting power of the Company. Currently, our founder holds all of the authorized
shares of Class B Common Stock, and, as a result our founder controls the corporate
actions that the Company may take and the collective voting power of holders of our
Class A Common Stock is very limited.

Future strategic relationships and transactions, if any, may not succeed in generating
the intended benefits and may adversely affect our business.

Part of our growth strategy is to either acquire additional hotel properties or otherwise
enter into franchisee (or other) relationships with hotel operators and license our
rights and business concept to those third parties. The inability to identify and
negotiate with any third parties would have a material adverse effect on our growth
strategy.

Operating permits and authorizations.

The Company may not be able to obtain or maintain the necessary licenses, permits,
authorizations or accreditations, or may only be able to do so at great cost, to operate
its hotel propertv(ies) and permit the consumption of cannabis on site. In addition,
the Company may not be able to comply fully with the wide variety of laws and
regulations applicable to the lodging industry. Failure to comply with or to obtain the
necessary licenses, permits, authorizations or accreditations could result in
restrictions on our ability to operate the Property as we anticipate, which could have a
material adverse effect on our business.

The Property is leveraged.

At the initial closing of the Offering the Company’s primary asset will be its interest in
the Property. The Property is subject to a mortgage in favor of a third party lender.
Loan covenants and other restrictions with lender(s) may restrict any ability to draw



funds from working capital or other reserves, even if such funds are necessary to
property develop, operate, maintain or repair the Property. This indebtedness and the
resulting lien could limit the Company’s ability to incur additional indebtedness for
capital raising purposes, secure additional indebtedness or tap other sources of
liquidity that may be necessary to develop, maintain or operate the Property. If there
is a default on obligations owed to the lender, the lender may look to have those
obligations satisfied by the stake-holders in the property owner, however, ultimately,
any default upon obligations owed to its lender could lead the lender to foreclose and
the Company could lose its interest in the Property.

The Company’s business plan may encounter unforeseen challenges and require
substantial capital.

The Company may attempt to raise additional funds in the future in order to develop,
or otherwise hold and maintain its interest in, the Project or otherwise improve the
value of the Project. Any required additional financing may be unavailable on
acceptable terms, if at all. If additional financing is not available when required or is
not available on acceptable terms, the Company may be unable to implement its
business plan.

Cash distributions are not guaranteed.

Unless and until the Property generates excess cash flow, or is later refinanced or sold
to a third party, and until such time as the Company enters into relationships with
franchisees, the Company’s sources of revenue/liquidity are limited. There can be no
assurance that the Company can repay all obligations owed to Note holders.

Risks associated with forward-looking information.

Certain of the information made available by the Company to prospective investors
contains forward-looking statements. Although the Company believes the forward-
looking statements have reasonable bases, the Company cannot offer any assurance
that it will be able to conduct its operations as contemplated. Prospective investors
should carefully review all such information and assumptions, including all exhibits
attached hereto, with their legal, tax, financial, investment, and accounting advisors
with these risks in mind. Further, the Company’s business plans may change based on
various factors such as general or local economic conditions that affect the Denver
metropolitan area, the Company’s ability to obtain sufficient financing to implement
its contemplated operations, and other factors that affect the value of real property or
otherwise make it potentially attractive for development.

General economic conditions and risks associated with the Property.

The Company’s operating results will be subject to risks generally incident to the
ownership of real estate assets and the hotel industry, many of which are beyond our
control, including: (1) Changes in global, national, regional or local economic,
demographic or real estate market conditions; (2) Declines in the value of residential
real estate assets; (3) Overall conditions in the housing market, including
macroeconomic shifts in demand for condominium units, inability to sell
condominium units, unanticipated repairs, capital expenditures or other costs,
uninsured damages, increases in property taxes, and increases in insurance costs; (4)



Pace of residential and commercial foreclosures; (5) Fluctuations in hotel occupancy
levels and room rates; (6) Level of competition for hotel rooms; Terms and conditions
of purchase contracts; (7) The illiquidity of real estate investments generally; (8)
Availability of new government programs to reduce foreclosure rates or facilitate a
recovery in the housing or lodging market; (9) Changes in laws that increase operating
expenses or limit room rates that may be charged; (10) Damage to a unit, room or
common area caused by a current or former resident or guest; (11) Overbuilding; (12)
Changes in laws; (12) Costs resulting from the clean-up of, and liability to third
parties for damages resulting from, environmental problems, such as indoor mold;
(14) Casualty or condemnation losses; (15) Fraud by borrowers, originators and/or
sellers of mortgage loans; (16) Undetected deficiencies and/or inaccuracies in
underlying mortgage loan documentation and calculations; and (17) The geographic
location of our real property asset(s).

Uninsured losses.

Although the Property (and other hotel properties in which we obtain an interest) may
be insured, there may be unforeseen risks against which have not been insured. In
addition, insurance against some risks may not be available or may be prohibitively
expensive. Even in cases where we (or a property owner) have insured against a
particular risk, a property owner may incur losses in excess of policy limits, and any
coverage obtained may be subject to large deductibles or co-payments. The Company
may not be able to insure against the total loss of the value of the Property.

Competition.

One of the risks facing any hotel or residential property is new competition in the
marketplace. New competition can change the supply and demand ratio within a
market, thus potentially leading to major drops in room rates and / or sale prices. This
may negatively impact the value of any real estate asset in a market. The existence of
competing developers, hotel operators and owners could have a material adverse
effect on the ability of the Property (or other hotel properties in which we have an
interest) to be marketed and that could adversely affect the profitability of the
Property (or other hotel properties in which the Company may obtain an interest).

Supply & demand factors.

A slowdown in the national Exhibit C — Page 6 economy could cause some weakness in
demand for the hotel rooms and other amenities at the Property (and other hotel
properties in which we may have an interest). While cooling economic conditions
could play a role in the change of fundamentals, so can an increase in new
completions. An increase in hotel room inventory units will result in increased
competition.

The Property may not be able to generate sufficient cash flow to make or sustain
distributions to the Company.

Our initial sole source of income and cash flow will be from our interest in the
Property (and later from other hotel properties in which we may acquire an interest).
The performance of the Property (or other hotel properties in which we obtain an
interest) will depend on many factors, including: (1) The ability of our management or



other third parties to effectively manage, development, renovation, maintenance,
marketing and other operating costs for a property; (2) The ability to maintain high
occupancy rates and target sales and room rate levels; (3) Mitigating costs that are
beyond the control of management personnel, including title litigation, litigation with
residents or resident organizations, legal compliance, real estate taxes, and insurance;
(4) Judicial and regulatory developments affecting hotel operations that may affect or
delay the ability to increase rates; (5) Judicial and regulatory developments affecting
banks’ and other mortgage holders’ ability to foreclose on delinquent borrowers; (6)
Population, employment or economic trends in the Denver market (or other markets
in which any hotel property that we hold an interest); (7) Interest rate levels and
volatility, such as the accessibility of short-and long-term financing on desirable
terms; and (8) The condition of the financial and real estate markets and the economy
generally.

The lodging industry can be cyclical in nature, and we cannot assure you if or how
long the growth period of the current lodging cycle will last.

The performance of the lodging industry has historically been closely linked to the
performance of the general economy and, specifically, growth in U.S. GDP.
Fluctuations in lodging demand and, therefore, operating performance, are caused
largely by changing general economic and local market conditions, which
subsequently affect levels of business and leisure travel. For example, the global
economic downturn from late 2007 through 2009 led to a significant decline in
demand for goods and services provided by the lodging industry, lowered occupancy
levels and significantly reduced room rates. Similarly, the Covid-19 pandemic caused a
significant decline in demand for hotel rooms. Demand for goods and services
provided by the lodging industry generally trails improvement in economic
conditions, but since 2010 and through 2018. However, there can be no assurance of
either any increase in lodging demand from current levels or of the timing or extent of
any such lodging demand growth. If lodging demand weakens, our operating results
and profitability, and the value of the Property, could be adversely affected. A
slowdown in U.S. economic growth or contraction of the U.S. economy would likely
have an adverse impact on our revenues and negatively affect profitability. In addition
to general economic conditions, new lodging supply is an important factor that can
affect the lodging industry’s performance and overbuilding has the potential to further
exacerbate the negative impact of an economic downturn. After experiencing several
years of significantly below historical average growth, lodging supply growth over the
last few years approached historical average levels. Room rates and occupancy tend to
increase when lodging demand growth exceeds lodging supply growth. When lodging
supply erowth exceeds lodging demand growth, occupancy tends to decrease and
room rates experience limited increases or even decrease. A reduction or slowdown in
growth of lodging demand or increased growth in lodging supply could result in
returns that are substantially below expectations or result in losses, which could have
a material adverse effect on the Company’s business, financial condition, and results
of operations.

The Company’s business plan will be affected by various operating risks common to
the lodging industry.



The hotel operated at the Property (and other hotel properties in which we may
acquire an interest) are and will be subject to various operating risks common to the
lodging industry, many of which are beyond our control, including the following: (1)
competition from other hotels and lodging alternatives, including Airbnb, HomeAway
and VRBO; (2) development of new hotels in Denver, CO (and other markets), which
could adversely affect occupancy rates and revenues at the hotel; (3) dependence on
business and commercial travelers and tourism; consolidation in the lodging industry;
(4) increases in energy costs and other expenses affecting travel, which may affect
travel patterns and reduce the number of business and commercial travelers and
tourists; (5) increases in operating costs due to inflation, increasing labor costs and
other factors that may not be offset by increased room rates; (6) changes in
governmental laws and regulations, fiscal policies and zoning ordinances that may
increase costs of compliance with laws and regulations, fiscal policies and ordinances;
(7) adverse effects of international, national, regional and local economic and market
conditions; (8) unforeseen events beyond our control, such as terrorist attacks, travel
related health concerns, including pandemics and epidemics, such as Covid- 19 Zika,
civil unrest, political instability, regional hostilities, imposition of taxes or surcharges
by regulatory authorities, travel related accidents and unusual weather patterns,
including natural disasters, such as hurricanes, floods or fires; and (9) adverse effects
of a downturn in the lodging industry.

Our growth strategy depends upon attracting third-party owners and franchisees to
our platform, and future arrangements with these third parties may be less favorable
to us, depending on the terms offered by our competitors.

Our growth strategy for adding lodging facilities entails entering into and maintaining
various arrangements with property owners. The terms of our management
agreements and franchise agreements for each of our lodging facilities may be
influenced by contract terms offered by our competitors, among other things. We
cannot assure you that we will be able to enter into future arrangements, renew
agreements, or enter into new agreements in the future on terms that are favorable to
us.

Our business depends on the quality and reputation of our Company and our brand(s),
and any deterioration could adversely impact our market share, reputation, business,
financial condition, or results of operations.

Many factors can affect the reputation of one or more of our properties and the value
of our brands, including service, food guality and safety, safety of our guests and
associates, our approach to health and cleanliness, our approach to managing and
reducing our carbon footprint, availability and management of scarce natural
resources, supply chain management, ability to protect and use our brands and
trademarks, diversity, human rights, and support for local communities. Reputational
value is also based on perceptions, and broad access to social media makes it easy for
anyone to provide public feedback that can influence perceptions of us, our brands
and our hotels, and it may be difficult to control or effectively manage negative
publicity, regardless of whether it is accurate. While reputations may take decades to
build, negative incidents can guickly erode trust and confidence, particularly if they
result in adverse mainstream and social media publicity, governmental investigations



or penalties, or litigation. Negative incidents could lead to tangible adverse effects on
our business, including lost sales, boycotts, loss of development opportunities, adverse
government attention, or associate retention and recruiting difficulties. Any material
decline in the reputation or perceived quality of our brands or corporate image could
affect our market share, reputation, business, financial condition, or results of
operations.

Actions by our franchisees and licensees or others could adversely affect our image
and reputation.

We intend to franchise and license many of our concepts and intellectual property
rights to third parties for lodging properties. Under the terms of their agreements with
us, these third parties would interact directly with guests and others potentially under
our brand and trade names. If these third parties fail to maintain or act in accordance
with applicable brand standards; experience operational problems, including any data
or privacy incident involving guest information or a circumstance involving guest or
associate health or safety; or project a brand image inconsistent with ours, then our
image and reputation could suffer.

Real estate, and the Company’s assets are illiquid.

The ownership of real property is subject to varving degrees of risk incident to the
ownership of real property. Real property assets are relatively illiquid. No assurances
can be given that the fair market value of the Property will not decrease in the future.
The Company may be unable to sell its interest in the Property when, and if, it desires
or needs to do so.

The cannabis industry is an emerging industry and has only been legalized in some
states and remains illegal in others and under U.S. federal law, making it difficult to
accurately forecast the demand for our solutions in this specific industry, and losing
clients from this industry may have a material adverse effect on our revenues and the
success of our business.

The cannabis industry is immature in the United States and has only been legalized in
some states and remains illegal in others and under U.S. federal law, making it
difficult to accurately predict and forecast the demand for our solutions. If the U.S.
Department of Justice (“"D0J”) did take action against the cannabis industry, those of
our clients operating in the legal cannabis industry would be lost to us. To analyze this
risk, we are relying heavily upon the various U.S. federal governmental memos issued
in the past (including the memorandum issued by the DOJ on October 19, 2009, known
as the "Ogden Memorandum”, the memorandum issued by the DOJ on August 29,
2013, known as the "Cole Memorandum” and other guidance), to remain acceptable to
those state and federal entities that regulate, enforce, or choose to defer enforcement
of certain current regulations regarding cannabis and that the U.S. federal government
will not change its attitude to those practitioners in the cannabis industry as long as
they comply with their state and local jurisdictional rules and authorities. The legal
cannabis industry is not yet well-developed, and many aspects of this industry’s
development and evolution cannot be accurately predicted, and therefore losing any
clients may have a material adverse effect on our business. While we have attempted
to identify our business risks in the legal cannabis industry, yvou should carefully



consider that there are other risks that cannot be foreseen or are not described in this
Report, which could materially

As marijuana remains illegal under United States federal Iaw, it is possible that we
may have to stop providing products and services to companies who are engaged in
marijuana cultivation and other marijuana-related activities.

Marijuana is currently classified as a Schedule I controlled substance under the
Controlled Substances Act and is illegal under United States federal law. It is illegal
under United States federal law to grow, cultivate, sell or possess marijuana for any
purpose or to assist or conspire with those who do so. Additionally, 21 U.S.C. 856
makes it illegal to “knowingly open, lease, rent, use, or maintain any place, whether
permanently or temporarily, for the purpose of manufacturing, distributing, or using
any controlled substance.” Even in those states in which the use of marijuana has
been authorized under state law, its use remains a violation of federal law. Since
federal law criminalizing the use of marijuana is not preempted by state laws that
legalize its use, strict enforcement of federal law regarding marijuana would likely
result in the inability of our clients that are involved in the cannabis industry to
proceed with their operations, which would adversely affect our operations.

As a company that seeks to operate, in part, in the cannabis industry, we face many
particular and evolving risks associated with that industry, including uncertainty of
United States federal enforcement and the need to renew temporary safeguards.

On January 4, 2018, former Attorney General Sessions rescinded the previously issued
memoranda (known as the Cole Memorandum) from the DOJ that had de-prioritized
the enforcement of federal law against marijuana users and businesses that comply
with state marijuana laws, adding uncertainty to the question of how the U.S. federal
government will choose to enforce federal laws regarding marijuana. Former Attorney
General Sessions issued a memorandum to all United States Attorneys in which the
DOJ affirmatively rescinded the previous guidance as to marijuana enforcement,
calling such guidance “unnecessary.” This one-page memorandum was vague in
nature, stating that federal prosecutors should use established principles in setting
their law enforcement priorities. Under previous administrations, the DOJ indicated
that those users and suppliers of medical marijuana who complied with state laws,
which required compliance with certain criteria, would not be prosecuted. As a result,
it is now unclear if the DOJ will seek to enforce the Controlled Substances Act against
those users and suppliers who comply with state marijuana laws. Despite Attorney
General Sessions’ rescission of the Cole Memorandum, the Department of the
Treasury, Financial Crimes Enforcement Network, has not rescinded the “FinCEN
Memo™ dated February 14, 2014, which de- prioritizes enforcement of the Bank
Secrecy Act against financial institutions and marijuana related businesses which
utilize them. This memorandum appears to be a standalone document and is
presumptively still in effect. At any time, however, the Department of the Treasury,
Financial Crimes Enforcement Network, could elect to rescind the FinCEN Memo. This
would make it more difficult for the Company or our franchisees to access the U.S.
banking systems and conduct financial transactions, which would adversely affect our
operations. In 2014, Congress passed a spending bill ("2015 Appropriations Bill™)
containing a provision (“Appropriations Rider”) blocking federal funds and resources



allocated under the 2015 Appropriations Bill from being used to “prevent such States
from implementing their own State medical marijuana law.” The Appropriations Rider
seemed to have prohibited the federal government from interfering with the ability of
states to administer their medical marijuana laws, although it did not codify federal
protections for medical marijuana patients and producers. Moreover, despite the
Appropriations Rider, the Justice Department maintains that it can still prosecute
violations of the federal marijuana ban and continue cases already in the courts.
Additionally, the Appropriations Rider must be re-enacted every year. While it was
continued in 2016, 2017, 2018, 2019 and 2020, and remains in effect, continued re-
authorization of the Appropriations Rider cannot be guaranteed. If the Appropriation
Rider is no longer in effect, the risk of federal enforcement and override of state
marijuana laws would increase.

Further legislative development beneficial to our operations is not guaranteed.
Among other things, our business plan involves the consumption of cannabis on-site
at our hotel property(ies) in compliance with applicable state and local law. The
success of our business with respect to that component of our business plan depends
on the continued development of the cannabis industry and the activity of commercial
business and government regulatory agencies within the industry. The continued
development of the cannabis industry is dependent upon continued legislative and
regulatory authorization of cannabis at the state level and a continued laissez-faire
approach by federal enforcement agencies. Any number of factors could slow or halt
progress in this area. Further regulatory progress beneficial to the industry cannot be
assured. While there may be ample public support for legislative action, numerous
factors impact the legislative and regulatory process, including election results,
scientific findings or general public events. Any one of these factors could slow or halt
progressive legislation relating to cannabis and the current tolerance for the use of
cannabis by consumers, which would adversely affect our operations.

The cannabis industry could face strong opposition from other industries.

We believe that established businesses in other industries may have a strong
economic interest in opposing the development of the cannabis industry. Cannabis
may be seen by companies in other industries as an attractive alternative to their
products, including recreational marijuana as an alternative to alcohol, and medical
marijuana as an alternative to various commercial pharmaceuticals. Many industries
that could view the emerging cannabis industry as an economic threat are well
established, with vast economic and United States federal and state lobbying
resources. It is possible that companies within these industries could use their
resources to attempt to slow or reverse legislation legalizing cannabis. Any inroads
these companies make in halting or impeding legislative initiatives that would be
beneficial to the cannabis industry could have a detrimental impact on our clients
and, in turn on our operations.

The legality of marijuana could be reversed in one or more states.

The voters or legislatures of states in which marijuana has already been legalized
could potentially repeal applicable laws which permit the operation of both medical
and retail marijuana businesses. These actions might force us to not pursue certain



business opportunities or, at some point, cease operations in one or more locations
entirely.

Changing legislation and evolving interpretations of law, which could negatively
impact our business and, in turn, our operations.

Laws and regulations affecting the medical and adult-use marijuana industry are
constantly changing, which could detrimentally affect our business plan, and, in turn,
our operations. Local, state and federal marijuana laws and regulations are often broad
in scope and subject to constant evolution and inconsistent interpretations, which
could require our clients and ourselves to incur substantial costs associated with
modification of operations to ensure compliance. In addition, violations of these laws,
or allegations of such violations, could disrupt our clients’ business and result in a
material adverse effect on our operations. In addition, it is possible that regulations
may be enacted in the future that will limit the amount of cannabis growth or related
products that our commercial clients are authorized to produce. We cannot predict the
nature of any future laws, regulations, interpretations or applications, nor can it
determine what effect additional governmental regulations or administrative policies
and procedures, when and if promulgated, could have on our operations.

Regulatory scrutiny of the cannabis industry may negatively impact our ability to raise
additional capital.

Our planned business activities rely on newly established and/or developing laws and
regulations in multiple jurisdictions. These laws and regulations are rapidly evolving
and subject to change with minimal notice. Regulatory changes may adversely affect
our profitability or cause us to cease components of our planned operations entirely.
The cannabis industry may come under the scrutiny or further scrutiny by the United
States Food and Drug Administration, the SEC, the DO]J, the Financial Industry
Regulatory Authority or other federal, state or nongovernmental regulatory
authorities or self-regulatory organizations that supervise or regulate the production,
distribution, sale or use of cannabis for medical or nonmedical purposes in the United
States. It is impossible to determine the extent of the impact of any new laws,
regulations or initiatives that may be proposed, or whether any proposals will become
law. The regulatory uncertainty surrounding the industry that we intend to operate in
may adversely affect our business and operations, including without limitation, the
costs to remain compliant with applicable laws and the impairment of our ability to
raise additional capital.

Banking regulations could limit access to banking services.

Since the use of marijuana is illegal under federal law, federally chartered banks will
not accept deposit funds from businesses involved with marijuana. Consequently,
businesses involved in the cannabis industry often have trouble finding a bank willing
to accept their business. The inability to open bank accounts may make it difficult for
us, or prospective franchisees to operate and their reliance on cash can result in a
heightened risk of theft, which could harm their businesses and, in turn, harm our
business. Additionally, some courts have denied marijuana-related businesses
bankruptcy protection, thus, making it very difficult for lenders to recoup their
investments, which may limit the willingness of banks to lend to us or franchisees.



Ownership and Capital Structure; Rights of the Securities

Ownership

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

Stockholder Name|Number of Securities Owned |Type of Security Owned|Percentage
Chris Chiari 33,840,000 Class A Common Stock
Chris Chiari 420 Class B Common Stock

79.0%

The Company's Securities

The Company has authorized Preferred Stock, Class A Common Stock, Class B
Common Stock, and SAFE Note - Republic. As part of the Regulation Crowdfunding
raise, the Company will be offering up to 2,371,907 of Class A Common Stock.

Preferred Stock
The amount of security authorized is 10,000,000 with a total of 0 outstanding.
Voting Rights
There are no voting rights associated with Preferred Stock.
Material Rights
There are no material rights associated with Preferred Stock.
Class A Common Stock

The amount of security authorized is 100,000,000 with a total of 41,890,000
outstanding.

Voting Rights

(a) Voting Rights. (i) Except as otherwise provided in these Articles, or except as
required by applicable law, the holders of Class A Common Stock and the holders of
Class B Common Stock shall vote together as a single voting group on all matters
submitted to a vote of this corporation’s shareholders. (ii) Except as otherwise
expressly provided in these Articles, each holder of Class A Common Stock shall be
entitled to one (1) vote for each share of Class A Common Stock held as of the
applicable record date on any matter that is submitted to a vote of the shareholders of

this corporation (including, without limitation, any matter voted on at a shareholders’
meeting.

Material Rights

The total number of shares outstanding on a fully diluted basis, 41,890,420 shares,



includes 41,890,000 shares of Class A Common Stock and 420 shares of Class B
Common Stock.

Please see the Addendum to Articles of Incorporation attached as Exhibit F for other
material rights.

Class B Common Stock
The amount of security authorized is 420 with a total of 420 outstanding.
Voting Rights

Voting Rights. (i) Except as otherwise provided in these Articles, or except as required
by applicable law, the holders of Class A Common Stock and the holders of Class B
Common Stock shall vote together as a single voting group on all matters submitted to
a vote of this corporation’s shareholders. (ii) Except as otherwise expressly provided
in these Articles, each holder of Class A Common Stock shall be entitled to one (1)
vote for each share of Class A Common Stock held as of the applicable record date on
any matter that is submitted to a vote of the shareholders of this corporation
(including, without limitation, any matter voted on at a shareholders” meeting. (iii)
Except as otherwise expressly provided in these Articles, each holder of Class B
Common Stock shall be entitled to that number of votes for each outstanding share of
Class B Common Stock held as of the applicable record date on any matter that is
submitted to a vote of the shareholders of the corporation (including, without
limitation, any matter voted on at a shareholders’ meeting) to cause the total votes
eligible to be cast by all of the holders of the Common Stock on a particular matter to
be in the aggregate: (A) 94.5% with all holders of the then outstanding shares of Class
B Common Stock, and (B) 5.5% with all holders of the then outstanding shares of Class
A Common Stock.

Material Rights
Dividends and Distributions.

(i) From and after the date of the issuance of any shares of Class B Common Stock,
holders of Class B Common Stock shall be entitled to receive dividends on each
outstanding share of Class B Common Stock payable through the issuance of shares of
Class A Common Stock. Each holder of Class B Common Stock shall receive on January
1st of each calendar year 1,000 shares of Class A Common Stock for each share of Class
B Common Stock held by such holder (subject to proportionate adjustments for any
subdivision or combination of the corporation’s outstanding Common Stock).

(ii) Subject to the preferences applicable to any series of Preferred Stock, if any,
outstanding at any time, and the dividend payable to the holders of the Class B
Common Stock set forth in Section 8.3(b)(i) above, shares of Class A Common Stock
and Class B Common Stock shall be treated equally, identically and ratably, on a per
share basis, with respect to any Distribution as may be declared by the Board of
Directors from time to time with respect to the Common Stock, unless different



treatment of the shares of each such class is approved by the affirmative vote of the
holders of a majority of the outstanding shares of Class A Common Stock and the
holders of a majority of the outstanding shares of Class B Common Stock, each voting
separately as a separate voting group. Subject to the preferences applicable to any
series of Preferred Stock, the shares of Class A Common Stock and the shares of Class
B Common Stock are entitled to the net assets of this corporation upon dissolution in
accordance with the Nevada Business Corporation Act.

(c) Eligible Holders. Only persons serving on the Board of Directors of the corporation
shall be eligible to hold shares of Class B Common Stock; provided however,
regardless of whether Founder serves on the Board of Directors, at all times Founder
is, and shall be, eligible to hold shares of Class B Common Stock. Except with respect
to the Founder, if a holder of Class B Common Stock ceases to serve on the Board of
Directors of the corporation all shares of Class B Common Stock held by such holder
shall be automatically, and without consideration or further action on behalf of the
holder, surrendered to the corporation or, at the corporation’s discretion, to the
Founder. Shares of Class A Common Stock may be held by any person eligible by law
to hold shares of common stock under the Nevada Business Corporation Act.

(d) Subdivision or Combination. If this corporation in any manner subdivides or
combines the outstanding shares of Class A Common Stock or Class B Common Stock,
the outstanding shares of the other such class will be subdivided or combined in the
same proportion and manner, unless different treatment of the shares of each such
class is approved by the affirmative vote of the holders of a majority of the
outstanding shares of Class A Common Stock and the holders of a majority of the
outstanding shares of Class B Common Stock, each voting separately as a separate
voting group.

(e) Equal Status. Except as otherwise expressly provided in these Articles or required
by applicable law, shares of Class A Common Stock and shares of Class B Common
Stock shall have the same rights and privileges and rank equally, share ratably and be
identical in all respects as to all matters. Without limiting the generality of the
foregoing sentence, in connection with a Change of Control Transaction, shares of
Class A Common Stock and Class B Common Stock shall be treated equally, identically
and ratably, on a per share basis, with respect to any consideration into which such
shares are converted or any consideration paid or otherwise distributed in respect of
such shares to shareholders of this corporation, unless different treatment of the
shares of each such class is approved by the affirmative vote of the holders of a
majority of the outstanding shares of Class A Common Stock and the holders of a
majority of the outstanding shares of Class B Common Stock, each voting separately as
a separate voting group.

(f) Conversion of Class B Common Stock.

(i) Voluntary Conversion. Each share of Class B Common Stock shall be convertible
into one fully paid and nonassessable share of Class A Common Stock at the option of
the holder thereof at any time upon either (A) written notice to the corporation and



compliance with the procedures for voluntary conversion as set forth in Section 8.5(f)
(iv), or (B) if the holders of a majority of the outstanding shares of Class B Common
Stock and the corporation have entered into a written agreement to amend the
procedures, or adopt other procedures, governing the voluntary conversion of the
Class B Common Stock, upon compliance with such procedures as amended or
adopted in such written agreement.

(ii) Automatic Conversion. Upon the fully diluted number of shares of outstanding
Common Stock of the corporation being 250 million shares or greater (and after giving
effect to any stock splits, combinations or similar corporate actions occurring after the
formation of the corporation), each outstanding share of Class B Common Stock shall
automatically, and without any further action, convert into one fully paid and
nonassessable share of Class A Common Stock.

(iii) Procedures. This corporation may, from time to time, establish such policies and
procedures relating to the administration of the dual class structure, including,
without limitation, the issuance of stock certificates or procedures with respect to
book entry systems, as it deems necessary or advisable. This corporation may request
that holders of shares of Class B Common Stock furnish affidavits, certificates or other
proof to this corporation as it deems necessary to verify the ownership of Class B
Common Stock and to confirm that a conversion to Class A Common Stock has not
occurred. A determination by the Secretary of this corporation with respect to whether
a Transfer results in a conversion to Class A Common Stock shall be conclusive and
binding.

(iv) Mechanics of Conversion. Before any holder of Class B Common Stock shall be
entitled to convert voluntarily some or all shares of such holder’s Class B Common
Stock into shares of Class A Common Stock pursuant to Section 8.3(f)(i), such holder
shall give signed written notice (the “Conversion Notice”) to the Secretary of the
corporation at the office of this corporation that such holder elects to convert the
same, shall state therein the number of shares to be converted into shares of Class A
Common Stock, and shall surrender the certificate or certificates evidencing the shares
of Class B Common Stock (if any) of which all or a portion are to be converted, at the
office of this corporation (and accompanied by all transfer taxes (or proof of payment
thereof), if any). If requested by such holder, this corporation shall, as soon as
practicable thereafter, provide for the issuance and delivery to such holder, at the
address for delivery indicated in the Conversion Notice, of a certificate or certificates
for the number of shares of Class A Common Stock into which such holder has elected
to convert the applicable shares of Class B Common Stock and to which such holder
shall be entitled as aforesaid. Notwithstanding anything to the contrary in this
Section 8.3, upon the written agreement of the holders of a majority of the
outstanding shares of Class B Common Stock and the corporation, this corporation
may amend the procedures, or adopt other procedures, governing the voluntary
conversion of the Class B Common Stock. Upon any conversion of shares of Class B
Common Stock to Class A Common Stock, all rights of the holder (as of immediately
prior to such conversion) of such shares of Class B Common Stock shall cease and the
person, persons, entity or entities entitled to receive the shares of Class A Common



Stock upon such conversion shall be treated for all purposes as having become the
record holder or record holders of such shares of Class A Common Stock. Shares of
Class B Common Stock that are converted into shares of Class A Common Stock as
provided in this Section 8.3(f) shall be retired and mav not be reissued.

(g) Reservation of Stock. This corporation shall at all times reserve and keep available
out of its authorized but unissued shares of Class A Common Stock, solely for the
purpose of effecting the conversion of the shares of Class B Common Stock, such
number of its shares of Class A Common Stock as shall from time to time be sufficient
to effect the conversion of all outstanding shares of Class B Common Stock into shares
of Class A Common Stock.

(h) Redemption of Class B Common Stock. Upon a termination of the Founder as an
employee, director or representative of the corporation, at the volition of the
corporation and / or its stockholders (but in either case only without the consent or
approval of the Founder), except for a termination upon a Cause Event, the
corporation shall, either through the issuance of shares of Class A Common Stock or
out of funds legally available therefor, redeem all (but not less than all) of the
outstanding shares of Class B Common Stock then held by Founder for a total
purchase price equal to 25% of the then current fair market value of the corporation as
a whole, with such valuation to be determined using the average of the closing sales
price of the class or series of Common Stock of the corporation on the principal
trading market or exchange upon which any series or class of the corporation’s
Common Stock is then listed or quoted for the ten trading days prior to the date of
redemption or, if the Common Stock is not so listed or quoted on any exchange or
public trading market, such valuation shall be determined by an independent third
party professional accountant or professional adviser jointly appointed by the
corporation and the Founder.

SAFE Note - Republic

The security will convert into Common a and the terms of the SAFE Note - Republic
are outlined below:

Amount outstanding: $192,967.26

Interest Rate: %

Discount Rate: %

Valuation Cap: $6,000,000.00

Conversion Trigger: Equity Financing of more than $1,000,000

Material Rights
There are no material rights associated with SAFE Note - Republic.
What it means to be a minority holder

As a minority holder of Class A Common Stock A 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, yvou 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 [PO;
e To the 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:

¢ Type of security sold: SAFE
Final amount sold: $192,967.26
Use of proceeds: Design and working capital
Date: September 02, 2022



Offering exemption relied upon: Regulation CF

Name: Class A Common Stock

Type of security sold: Equity

Final amount sold: $1,500.00

Number of Securities Sold: 15,000,000

Use of proceeds: Inception

Date: April 20, 2021

Offering exemption relied upon: Section 4(a)(2)

Name: Class A Common Stock

Type of security sold: Equity

Final amount sold: $1,000.00

Number of Securities Sold: 10,000,000

Use of proceeds: 1P

Date: April 20, 2021

Offering exemption relied upon: Section 4(a)(2)

Name: Class A Common Stock

Type of security sold: Equity

Final amount sold: $0.00

Number of Securities Sold: 150,000

Use of proceeds: Consulting

Date: October 19, 2021

Offering exemption relied upon: Section 4(a)(2)

Name: Class A Common Stock

Type of security sold: Equity

Final amount sold: $0.00

Number of Securities Sold: 150,000

Use of proceeds: Consulting

Date: October 29, 2021

Offering exemption relied upon: Section 4(a)(2)

Name: Class A Common Stock

Type of security sold: Equity

Final amount sold: $0.00

Number of Securities Sold: 420,000

Use of proceeds: Annual Dividend from Common B
Date: January 01, 2022

Offering exemption relied upon: Section 4(a)(2)

Name: Class A Common Stock

Type of security sold: Equity

Final amount sold: $1,500,000.00
Number of Securities Sold: 15,000,000



Use of proceeds: Asset Purchase of property and hotel entities.
Date: January 01, 2022
Offering exemption relied upon: Section 4(a)(2)

e Name: Class A Common Stock
Type of security sold: Equity
Final amount sold: $0.00
Number of Securities Sold: 750,000
Use of proceeds: Consulting and advisor
Date: March 14, 2022
Offering exemption relied upon: Section 4(a)(2)

e Name: Class A Common Stock
Type of security sold: Equity
Final amount sold: $0.00
Number of Securities Sold: 420,000
Use of proceeds: Annual Dividend from Common B
Date: January 01, 2023
Offering exemption relied upon: Section 4(a)(2)

Financial Condition and Results of Operations

Financial Condition

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

Results of Operations

Circumstances which led to the performance of financial statements:

The 420 Hotels Inc took ownership of Patterson Inn LLC and Castle of Quality LLC on
January 1, 2022. These two entities are now wholly-owned subsidiaries of The 420
Hotels Inc. Castle of Quality owns the property and Patterson Inn operates the hotel
and currently the tavern license too. Patterson Inn generated over $540k in 2022 from
room and tavern revenue.

Major expenses are directly related to the build-out and design costs of the cannabis

hospitality lounge. Design is finished, Buildout is the use of proceeds from this next
round of financing.



Future operational challenges related to staffing for the hotel, tavern, and pending
cannabis hospitality lounge.

Future challenges related to capital resources are the limited options available for
traditional financing because of the presence of the licensed cannabis hospitality
lounge.

The next major milestone is to finish the build-out of the lounge. This is expected to
increase market demand for our rooms, raising occupancy and ADR (average daily
rate). The next major milestone will be the addition of two additional guestrooms to
the current property. Also, the prospect of expansion to follow on locations.

Historical results and cash flows:

The Company is currently in the growth stage and as of January 2022 is revenue-
generating (via the Patterson Inn). We are of the opinion the historical cash flows will
not be indicative of the revenue and cash flows expected for the future because the
company now owns and operates the core hotel asset.

Past cash was primarily generated through equity investments from the company
founder. Our goal is to maintain current hotel operations along with the operation of
the tavern on the property while adding a new amenity in a portion of the property
that is currently unutilized. With the closing of the hotel asset acquisition in January
2022, the company is now generating revenue and cash flow from the hotel operations
and from the tavern operations. These operating businesses generated combined
revenue of over 500K in 2022 and will be reflected in financials from 2022 on.

Liquidity and Capital Resources

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

As of January 2023, the Company has capital resources available in the form of a line
of credit for $75k from AFI Financial, and $40k cash on hand.

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?)

We believe the funds of this campaign are critical to our company operations. These
funds are required to finance the build-out of our new amenity on the premises.

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?)

We believe the funds from this campaign are not necessary for the viability of the



Company. Of the total funds that our Company has, 0% will be made up of funds
raised from the crowdfunding campaign, if it raises its maximum funding goal.

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

If the Company raises the minimum offering amount, we anticipate the Company will
be able to operate for three years plus. This is based on a current monthly burn rate of
$45k for expenses related to salaries ($220k/year), debt service ($150k/year), and
operations of the hotel and tavern ($150k/year).

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

If the Company raises the maximum offering amount, we anticipate the Company will
be able to operate for five plus years. This is based on a current monthly burn rate of
$55k for expenses related to salaries ($300k/year), debt service ($150k/year), and
operations of the hotel and tavern ($150k/year).

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

Currently, the Company has contemplated additional future sources of capital
including restructuring our core real estate financing, as well as future capital raises
as the company seeks to build out a multi location hotel company.

Indebtedness

e Creditor: FCI Lender Services Inc
Amount Owed: $1,650,000.00
Interest Rate: 9.25%

Maturity Date: October 01, 2023

e Creditor: ARF Financial
Amount Owed: $45,000.00
Interest Rate: 20.0%
Maturity Date: November 01, 2023

e Creditor: American Express

Amount Owed: $36,000.00
Interest Rate: 21.74%



Related Party Transactions

¢ Name of Entity: Chris Chiari
Relationship to Company: 20%+ Owner
Nature / amount of interest in the transaction: Effective April 20, 2021, the
Company entered into an intellectual property agreement with its founder for
the assignment of all intellectual property (“IP)” assets related to the 420 Hotels
concept for a value of $1,000.
Material Terms: In exchange for the IP assignment to the Company, the
Company issued 10,000,000 shares of Class A common stock to the founder.

Valuation

Pre-Money Valuation: $7,540,275.60
Valuation Details:

Real Estate Asset

The value of the real property located at 420 E 11th Ave in Denver, Colorado, Castle of
Quality LLC which is owned as a wholly owned subsidiary

Value of the real estate asset is $2,900,000 based on last appraisal.
Hotel Operation

The value of the future cash flow of the operating hotel entity, Patterson Inn LLC (a
wholly owned subsidiary) $510,000 annual revenue (projected 2023) Enterprise value
to revenue ratio (EV/R) equation using a multiple 4.2x revenue = $2,150,000

https.://pages.stern.nyu.edu/~adamodar/New Home Page/datafile/psdata.html
Tavern Operation

The value of future cash flow of the operating tavern entity, 12 Spirits Tavern LLC (A
wholly owned subsidiary) $100,000 annual revenue (projected 2023) Enterprise value
to revenue ratio (EV/R) equation using a 4.07x revenue = $407,000

Value of IP assets

The company owns over 50 domains with common language and branding to support
the company expansion. $100,000

Unique Licensing

The company holds suitability in the Colorado-regulated cannabis industry. The
company also holds operating licenses for hotel, restaurant and tavern operations.
$200,000



Proprietary Tech

The company has designed an HVAC system, under an amended process with the City
of Denver, to build a system that meets international standards for a smoke-filled
room, while allowing for the return and filtering of air to create a system that is
efficient to operate. $100,000

Prior Raise

The company successfully closed an equity crowdfund on Republic at a pre-money
valuation of $6M in the summer of 2021. $192,000

Founders equity investments

The founder of the company has invested over $1.5M in the creation of the company
and the acquisition of its now core operating entities. This commitment was
converted into common stock in January 2022.

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

The total number of shares outstanding on a fully diluted basis, 41,890,420 shares,
includes 41,890,000 shares of Class A Common Stock and 420 shares of Class B
Common Stock. The pre-money valuation does not take into account any convertible
securities currently outstanding. The Company currently has $192,967.26 in SAFE
Notes outstanding. Please refer to the Company Securities section of the Offering
Memorandum for further details regarding current outstanding convertible securities
which may affect your ownership in the future.

Use of Proceeds

If we raise the Target Offering Amount of $14,999.94 we plan to use these proceeds as
follows:

e StartEngine Platform Fees
5.5%

e StartEngine Service Fees
94.5%
StartEngine Service Fees

If we raise the over allotment amount of $426,943.26, we plan to use these proceeds as
follows:

o StartEngine Platform Fees
5.5%

e [ounge Construction
84.5%



Use of proceeds from a max offering raise would be used to build the lounge.
This would be inclusive of hvac, structural, finish and furnishings. These costs
associated with final engineering and design. The lounge has added costs related
to design because of the demands for hvac in a smoke filled room.

o Working Capital
10.0%
Remaining funds would be used for working capital and continguency

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 29 (120 days after Fiscal Year End). Once
posted, the annual report may be found on the Company’s website at
http://the420hotels.com (https://the420hotels.com/annual-report).

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) 1t 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,/420hotels

Investing Process

See Exhibit E to the Offering Statement of which this Offering Memorandum forms a
part.
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The 420 Hotels, Inc.

A Nevada Corporation

Financial Statement and Independent Accountant’s Review Report
April 20, 2021 (inception)



artesian
PAa, LLILC

To the Board of Directors of
The 420 Hotels, Inc.
Denver, Colorado

INDEPENDENT ACCOUNTANT'S REVIEW REPORT

We have reviewed the accompanying financial statement of The 420 Hotels, Inc. (the “Company™) (a
Nevada corporation), which comprise the balance sheet as of April 20, 2021 (inception) and the related
notes to the financial statement. A review includes primarily applying analytical procedures to
management's financial data and making inquiries of company management. A review is substantially
less in scope than an audit, the objective of which is the expression of an opinion regarding the
financial statements as a whole, Accordingly, we do not express such an opinion.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of the financial statement in
accordance with accounting principles generally accepted in the United States of America; this includes
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement whether due to fraud or
Errofr.

Accountant’s Responsibility

Our responsibility is to conduct the review In accordance with Statements on Standards for
Accounting and Review Services promulgated by the Accounting and Review Services Committee of
the AICPA. Those standards require us to perform procedures to obtain limited assurance as a basis
for reporting whether we are aware of any material modifications that should be made to the financial
statement for it to be in accordance with accounting principles generally accepted in the United States
of America. We believe that the results of our procedures provide a reasonable basis for our
conclusion,

Accountant’s Conclusion

Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statement in order for it to be in conformity with accounting principles
generally accepted in the United States of America,

Gning Concern

As discussed in Note 2, certain conditions indicate that the Company may be unable to continue as a
going concern. The accompanying financial statement does not include any adjustments that might
be necessary should the Company be unable to continue as a going concern.

Atecon (B 1LLC
Artesian CPA, LL.C

Denver, Colorado
January 9, 2022

Artesian CPA, LL.C
1624 Market Street, Suite 202 | Denver, CO 80202
p: 877.968.5330 f: T20.634.0905

infof@ ArtesianCPA.com |www. ArtesianCPA.com



THE 420 HOTELS, INC.
BALANCE SHEET
As of Al:rl:il 20, 2021 {inc-ﬂ!]tiﬂn}

ASSETS
Current Assets;
Cash and cash equivalents g -
Total current assets -
Websiie domain |, (M}
TOTAL ASSETS 5 1 O0H}

LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities 5 -

Stockholders' Equity:

Preferred stock, S0.0001 par value, 10,000,000 shares authorized, no shares

issued and outstanding as of April 20, 2021 {inception) -
Class A common stock, 30,0001 par value, 100,000,000 shares authorized, 25 000,000 shares

isswed and outstanding as of April 20, 2021 (inception) 2,500
Class B common stock, $0.0001 par value, 420 shares authorized, 420 sharcs

issued and outstanding as of April 20, 2021 (inception) -
Subscription receivable i 1,5000)
Additional paid-in capital -
Retained earmngs -

Total stockholders’ equity 1,00

b |

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 5 OO

See Independent Accountant’s Review Report and accompanying notes, which are an integral
part of this financial statement.



THE 420 HOTELS, INC.
NOTES TO THE FINANCIAL STATEMENT
As of April 20, 2021 (inception)

NOTE 1: NATURE OF OPERATIONS

The 420 Hotels, Inc. (the “Company™) 15 a corporation organized April 20, 2021 under the laws of Nevada. The
Company was formed to develop and operate hotel chains where guests will be able o consume cannabis onsite in
legally licensed lounges. The idea 15 1o convert intimate boutique hotels into high-end. members only cannabis
consumption clubs merged with luxury overnight accommodations.

As of April 20, 2021 {inception), the Company has not yet commenced planned principal operations nor generated
revenue. The Company’s activities since inception have consisted of formation activities and preparations to raise
capital. Once the Company commences its planned principal operations, it will incur significant additional expenses.
The Company is dependent upon additional capital resources for the commencement of its planned principal
operations and is subject to significant risks and uncertainties; including failing to secure additional funding to
operationalize the Company’s planned operations or failing to profitably operate the business.

NOTE 2: GOING CONCERN

The accompanying financial statement has 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 not yet commenced
planned principal operations, plans to incur significant costs in pursuit of its capital financing plans, and has not
generated revenues or profits since inception. The Company’s ability to continue as a going concern for the next
twelve months following the date the financial statement was available to be 1ssued 15 dependent upon 1ts ability to
obtain additional capital financing from investors sufficient to meet current and future obligations and deploy such
capital to produce profitable operating results. Mo assurance can be given that the Company will be successtul n
these efforts.

These factors, among others, raise substantial doubt about the ability of the Company to continue as a going concern
tor a reasonable period of time. The financial statement does not include any adjustments relating to the recoverability
and classification of recorded asset amounts or the amounts and classification of habilities 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

The accounting and reporting policies of the Company conform to accounting principles generally accepted 1n the
United States of America (GAAP).

The Company adopted the calendar year as its basis of reporting.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and 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.

Significant Risks and Uncertainties

The Company is subject to customary risks and uncertainties including, but not limited to, the need for protection of
proprietary technology, dependence on key personnel, costs of services provided by third parties, the need to obtain
additional financing, and limited operating history, The Company has not yet produced significant revenues and also
has unknown impacts from the ongoing COVID-19 pandemic.

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

See accompanying Independent Accountant’s Review Report



THE 420 HOTELS, INC.
NOTES TO THE FINANCIAL STATEMENT
As of April 20, 2021 (inception)

mnsured limits. As of April 20, 2021 (inception), the Company has not established a deposit account with a financial
mstitution.

Website Domain

The Company capitalizes website domain costs, The impairment test for these identifiable indefinite-lived
intangible assets consists of a comparison of the estimated fair value of the intangible asset with its carrying
value. If the carrying value exceeds its fair value, an impairment loss 15 recognized in an amount equal to that
EXCESS,

Subscription Receivable

The Company records stock issuances at the effective date. If the contribution is not funded upon issuance, the
Company records a subscription receivable as an asset on a balance sheet. When subscription receivables are not
received prior to the issuance of financial statements at a reporting date in satisfaction of the requirements under FASB
ASC 505-10-45-2, the contributed capital is reclassified as a contra account to stockholders” equity on the balance
sheet.

Fair Value of Financial Instruments

Financial Accounting Standards Board ("FASB”) guidance specifies a hierarchy of valuation techniques based on
whether the inputs to those valuation techniques are observable or unobservable. Observable inputs reflect market
data obtained from independent sources, while unobservable inpuis reflect market assumptions. The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurement) and the lowest priority to unobservable inputs { Level 3 measurement). The three levels of the fair value
hierarchy are as follows:

Level | - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity has
the ability to access at the measurement date. Level | primarily consists of financial instruments whose value 1s
based on quoted market prices such as exchange-traded instruments and listed equities.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly (e.g., quoted prices of similar assets or liabilities in active markets, or quoted prices
for identical or similar assets or habilities in markets that are not active).

Level 3 - Unobservable inputs for the asset or hability. Financial instruments are considered Level 3 when their
fair values are determined using pricing models, discounted cash flows or similar techniques and at least one
significant model assumption or input 1s unobservable,

The carrying amounts reported in the balance sheet approximate their fair value.

Orgamizational Costs

In accordance with Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 720,
organizational costs, including accounting fees, legal fees, and costs of incorporation, are expensed as incurred.

Income Taxes

The Company uses the liability method of accounting for income taxes as set forth in ASC 740, fncome Taxes. Under
the liability method, deferred taxes are determined based on the temporary differences between the financial statement
and tax basis of assets and liabilities using tax rates expected to be in effect during the vears in which the basis
differences reverse. A valuation allowance is recorded when it is unlikely that the deferred tax assets will not be
realized.

The Company assesses its income tax positions and record 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

See accompanying Independent Accountant’s Review Report



THE 420 HOTELS, INC.
NOTES TO THE FINANCIAL STATEMENT
As of April 20, 2021 (inception)

where there is less than 50% likelihood that a tax benefit will be sustained, no tax benefit will be recognized in the
linancial statement. The Company has evaluated its income tax positions and has determined that it does not have
any uncertain tax positions. The Company will recogmze interest and penalties related 1o any uncertain tax posilions
through its income tax expense.

The Company accounts for income taxes with the recognition of estimated income taxes pavable 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 has net operating loss carryforwards of 30 as of April 20, 2021
(inception). The Company pays taxes at an effective blended rate of 28% and has used this effective rate to derive a
net deferred tax asset of $0 as of April 20, 2021 {inception).

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

NOTE 4: STOCKHOLDERS® EQUITY

As of April 20, 2021 {inception), the Company's certificate of incorporation authorized the Company to issue preferred
stock and common stock, including Class A and Class B common stock,

The Company 15 authonzed to 1ssue 10,000,000 shares of preferred stock, 100,000,000 shares of Class A common
stock, and 420 shares of Class B common stock. All classes of stock have a par value of S0.00001 per share.

The preferred stock may be divided into such number of series as the Board of Directors may determine. The Board
of Directors is authorized to determine and alter the nights, preferences, privileges and restrictions granted to or
imposed upon any unissued series of preferred stock, and to fix the number of shares of any series of preferred stock
and the designation of any such series of preferred stock,

The holders of each class of stock shall have the following rights and preferences:

Vating

Each holder of Class A common stock shall have the right to one vote per share. Each holder of Class B common
stock shall have the right to vote for each outstanding share of Class B common stock held to cause the total votes
cligible to be cast by all common stock holders to be a) 94.5%, with all holders of the outstanding shares of Class B
common stock and b) 5.5% with all holders of the outstanding shares of Class A common stock.

Dividends

The holders of Class B common stock shall be entitled to receive dividends on each outstanding share of Class B
common stock payable through the issuance of Class A common stock. At the beginning of each year, each holder of

Class B common stock shall receive 1,000 shares of Class A common stock for each share of Class B common stock
held.

Subject to the preferences applicable to any series of preferred stock and the dividend payable to the holders of Class
B common stock, shares of Class A and Class B common stock shall be treated equally on a per share basis with
respect to any dividends as may be declared by the Board of Directors.

Liguidation

Subject to the preferences applicable to any series of preferred stock, the shares of Class A and Class B common stock
are entitled to the net assets of the Company upon dissolution,

See accompanying Independent Accountant’s Review Report



THE 420 HOTELS, INC.
NOTES TO THE FINANCIAL STATEMENT
As of April 20, 2021 (inception)

Redemption

Preferred stock and Class A common stock do not have any redemption rights. Class B common stock is subject o
redemption at 25% of the then fair value {as defined in the articles of incorporation) if and upon the termination of the
Company’s founder.

Conversion

Each share of Class B common stock shall be convertible, at the option of the holders, at any time after the date of
issuance, into one share of Class A common stock. Each share of Class B common stock shall automatically be
converted into one share of Class A common stock immediately upon the date specified by written consent or
agreement of the holders of a majority of the then outstanding shares of Class B common stock.

Upon the fully diluted number of shares of outstanding common stock exceeding 250,000,000 shares, each share of
Class B common stock shall automatically converted into one share of Class B common stock.

Transactions
Effective April 20, 2021, the Company issued 420 shares of Class B common stock to the founder.
Effective April 20, 2021, the Company issued 15,000,000 shares of Class A common stock at par value,

Eftective April 20, 2021, the Company 1ssued 10,000,000 shares of Class A common stock at a fair value of 51,000
pursuant to an intellectual property agreement with the founder (see Note 6).

NOTE 5: RECENT ACCOUNTING PRONOUNCEMENTS

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). This ASU
supersedes the previous revenue recognition requirements in ASC Topic 605—Revenue Recognition and most
industry-specific gmdance throughout the ASC. The core principle within this ASU 15 to recogmze revenues when
promised goods or services are transferred 1o customers in an amount that reflects the consideration expect