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REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders
Astralabs, Inc.
(Formerly Newchip, Inc.)
Austin, Texas

We have reviewed the accompanying consolidated financial statements of Astralabs, Inc. and
subsidiary (collectively, the “Company”), which comprise the consolidated balance sheets as of
December 31, 2019 and 2018, and the related consolidated statements of operations, changes
in stockholders’ equity (deficit), and cash flows for the years then ended and the related notes to
the consolidated financial statements. 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 consolidated financial statements as a whole. Accordingly, we do not express such
an opinion.

Management’s Responsibility for the Consolidated Financial Statements

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

Accountant’s Responsibility

Our responsibility is to conduct the review engagements 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 consolidated financial statements for them to be in accordance with
accounting principles generally accepted in the United States. We believe that the results of our
procedures provide a reasonable basis for our conclusion.

Accountant’s Conclusion

Based on our reviews, we are not aware of any material modifications that should be made to the
accompanying consolidated financial statements in order for them to be in accordance with
accounting principles generally accepted in the United States.

Y titee—
January 14, 2021
Glen Allen, Virginia

4401 Dominion Bdulevard ”
Glen Allen, VA 23060
T:804.747.0000 F:804.747.3632

www keitercpa.com



1,661,435 732,065
;10,000,000
ued and
1d 1,587 689 30 16
zember 31,2018
Ie; 10,000.000
ued and
d 2018 83 83
1217 1217
2623492 2,623,492
(3981.018) _ (3130384}
1356197) (505576
cit $ 305238 § 206479

sompanying notes to consclidated financial

conna e 7€ Y

F oo (a6 g nen e < 900 F

(f rsent 102

S e I PN

Total liabiltios __ 1661435 __ 732055
Stockholders' deficit
Class A common stock $0.00001 par value: 10,000,000
shares authorized; 2,955,017 shares issued and
outstanding as of December 31, 2019 and 1,567,688 30 16
shares issued and outstanding as of December 31, 2018
Class B common stock $0.00001 par value; 10,000,000
shares authorized: 8,300,000 shares issued and

oulstanding as of December 31, 2019 and 2018 83 83

Additional paic-in capitel 1217 1217

SAFE - future equty obligation 2623492 2623492

Accumuiated doficit (3.981,019) _ (3,130.384)

Total stockholders’ deficit __(1,356,197) (505,576}

Total liabilties and stockholders’ deficit $ 305238 § 206479

See report of i and notes to idated financial
statements.
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Total liabilities
Stockholders’ deficit:

Class Acommon stock $0.00001 par value:
shares authorized; 2,955,017 shares issue
outstanding as of December 31, 2019 and
sharos issued and outstanding as of Doce!

Class B common stock $0.00001 par value;
shares authorized; 8,300,000 shares issue
outstanding as of December 31, 2019 and

Addiioral paid-in Gapitel

SAFE - futuro cquiy obligation

Accumulaled deficit

Tolal slockholders' deficit

Total liahilities and stockholders’ deficil
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Other income (expense):
Other income
Realized loss on investment
Interest expense

I C.¢0 (%5469
I § (50535 § (2172201

(130,516)
(4,973)

(94,517)

See report of independent accountants and accompanying notes to consolidated financial
statements.
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(147,438) -
(21,022) (4,323)

(2,534) 35,628
19,433 54,049

(983,820) (2,086,468)

(18,323) (14,475)

492,531
(226,802)
46,200
(9,389)

1,469,231

800,241 2,068,693

(201,902) (32,250)
208,182 240,432

$ 6,280 $ 208,182

Supplemental disclosure of cash flow information:

$ 37,646 $ 21,640

See report of independent accountants and accompanying notes to consolidated financial
statements.



Management’s Plans: The Company's updated strategic plan for 2021 and beyond is
focused on managing a portfolio of subordinate startups and building out new product lines
that will support sales, growth and profitability of its portfolio. These objectives will be
attained by a focused and strategic sales and marketing plan for the Company’s platforms
as well as continuing to develop and advance its technologies through the addition of new
features while protecting intellectual property from competitors. The Company believes
that by raising capital, it will enable it to effectively execute these goals quickly and
continue for a reasonable period of time.

Consolidation: The consolidated financial statements include the accounts of Astralabs,
Inc. and its subsidiary. All significant intercompany transactions and accounts have been
eliminated in consolidation. The Company’s subsidiary ceased operations in 2019.

Basis of Accounting: The accompanying consolidated financial statements have been
prepared on the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States (“GAAP”) as determined by the Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”).

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

Concentrations and Credit Risk: Financial instruments which potentially subject the
Company to concentrations of credit risk consist principally of cash and accounts
receivable. The Company maintains its cash in various financial institutions with balances
that periodically exceed federally insured limits. Accounts receivable is made up of many
customers across various geographic regions.

Accounts Receivable: The Company sells its services to customers on an open credit
basis. The Company's accounts receivable are generally uncollateralized. Management
closely monitors outstanding accounts receivable and provides an allowance for any
balances that are determined to be uncollectible. An allowance of was not deemed
necessary at December 31, 2019.
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in operations.

Advertising Costs: The Company expenses advertising and sales promotion costs as
incurred. Advertising expense was $100,609 for 2019 and $325,876 for 2018.

Revenue Recognition: The Company recognizes revenue in the period services are
performed and are billable.

Income Taxes: Deferred income taxes are provided on temporary differences between
consolidated financial statement and income tax reporting. Temporary differences are
differences between the amounts of assets and liabilities reported for consolidated
financial statement purposes and their tax basis. Deferred tax assets are recognized for
temporary differences that will be deductible in future years’ tax returns and for operating
loss and tax credit carryforwards. Deferred tax assets are reduced by a valuation
allowance if it is deemed more likely than not that some or all of the deferred tax assets
will not be realized. Deferred tax liabilities are recognized for temporary differences that
will be taxable in future years’ tax returns.

Income Tax Uncertainties: The Company follows FASB guidance for how uncertain tax
positions should be recognized, measured, disclosed and presented in the consolidated
financial statements. This requires the evaluation of tax positions taken or expected to be
taken in the course of preparing the Company's tax returns to determine whether the tax
positions are "more-likely-than-not" of being sustained "when challenged" or "when
examined" by the applicable tax authority. Tax positions not deemed to meet the more-
likely-than-not threshold would be recorded as a tax expense and liability in the current
year.

Management evaluated the Company's tax positions and concluded that the Company
has taken no uncertain tax positions that require adjustment to the consolidated financial
statements to comply with the provisions of this guidance. The Company is not currently
under audit by any tax jurisdiction.

Stock-Based Compensation: The Company follows FASB guidance, related to share-
based payments, which requires that share-based compensation transactions be
accounted for using a fair-value based method and recognized as expense in the
consolidated statements of operations. Stock-based compensation is recognized and
amortized to compensation expense over the applicable service or vesting period.
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have not yet issued their December 31, 2019 financial statements to elect to delay the
implementation of ASU 2014-09 and its amendments by one year, therefore effective for
periods beginning after December 31, 2019. The Company has elected this deferral and
is currently evaluating the reporting and economic implications of the new standard on its
December 31, 2020 financial statements.

Property and Equipment:

Property and equipment consisted of the following at December 31:

Depreciation expense was $8,362 for 2019 and $500 for 2018.
Financing Agreements:

During 2019, the Company entered into various agreements with a financing company for
the sale of future receipts. The Company sold future receipts with a value of $165,125 for
a total purchase price of $110,000 with the corresponding discount being recorded as a
deferred financing cost included in other current assets in the accompanying consolidated
balance sheets and recorded to interest expense over the term of the agreements. The
agreements call for a maximum daily collection amount by the purchaser ranging from
$360 to $529 and a maximum monthly percentage of future receipts available for collection
by the purchaser ranging from 10% to 15%. The future receipts were sold without
recourse. The outstanding amounts payable was $74,941 and deferred financing costs
were $4,813 at December 31, 2019.



sold without recourse. The outstanding amounts payable was $62,988 and deferred
financing costs were $20,258 at December 31, 2019.

During 2019, the Company entered into financing agreements with various investors of
the Company for an original principal amount of $127,800. The notes are to be repaid on
a quarterly basis at a rate of 10% of the Company’s revenue per quarter, once the loan is
triggered for repayment based on certain revenue thresholds outlined in the agreements.
The notes mature in 2023 and are considered paid in full once each note holder is repaid
a multiple of 1.8 times their original note balance. The corresponding discount is being
recorded as a deferred financing cost included in other assets in the accompanying
consolidated balance sheets and recorded to interest expense over the term of the
agreements. The outstanding amounts payable was $230,040 and deferred financing
costs were $102,240 at December 31, 2019.

Notes Payable:

During 2019, the Company entered into a promissory note with an executive of the
Company for an original principal amount of $27,000. The note bears no stated interest
rate. Repayments are due in the amount of $32,000 by December 31, 2020 or $35,000
by December 31, 2021. Amounts repaid in excess of the original principal amount will be
accrued for and charged to interest expense accordingly. The outstanding balance was
$27,000 at December 31, 2019.

During 2019, the Company entered into a promissory note with an investor of the
Company for an original principal amount of $19,200. The note bears interest at the prime
rate plus 3% (effectively 7.75% at December 31, 2019). Principal and interest are due
upon maturity, which is defined in the agreement based on certain balances in the
Company’s operating accounts. The outstanding balance on the note was $9,811 at
December 31, 2019. The amount was repaid during 2020 and therefore presented as a
current liability in the consolidated balance sheet.



maturity which ranges from November 2020 to March 2021 or will convert upon an equity
financing or change in control event. The full principal amount of the convertible notes are
outstanding at December 31, 2019 and 2018.

Stockholders’ Equity:

Pursuant to the Company’s articles of incorporation, the Company is authorized to issue
30,000,000 shares of stock, consisting of 10,000,000 shares of Class A common stock,
10,000,000 shares of Class B common stock, and 10,000,000 shares of preferred stock,
each at $0.00001 par value per share.

The Company has issued and outstanding 2,955,017 and 1,587,689 shares of Class A
common stock at December 31, 2019 and 2018, respectively. The holder of each share
of Class A common stock is entitled to one vote per share. The voting, dividend, and
liguidation rights of the holders of the Class A common stock are subject to and qualified
by the rights, powers and preferences of the holders of the preferred stock.

The Company has issued and outstanding 8,300,000 shares of Class B common stock at
December 31, 2019 and 2018. The holder of each share of Class B common stock is
entitled to ten votes per share. The voting, dividend, and liquidation rights of the holders
of the Class B common stock are subject to and qualified by the rights, powers and
preferences of the holders of the preferred stock.

As defined by the Amended and Restated 2017 Stock Plan, the Company can issue
10,000,000 shares of Class A common stock to employees and advisors under restricted
stock agreements as a form of compensation. The Company issued 1,367,328 and
867,544 restricted shares in 2019 and 2018, respectively. Total cumulative issued
restricted stock was 2,955,017 at December 31, 2019. Stock awards vest according to
time schedules outlined in each agreement. During 2019 and 2018, respectively, 949,422
and 298,651 restricted stock shares vested. Total cumulative vested restricted shares
was 1,732,517 at December 31, 2019. The fair value of the Class A restricted common
shares issued was determined to be nominal and therefore the par values of $14 and $9
were recorded as share based compensation for financial reporting purposes in 2019 and
2018, respectively.
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based on the terms of the agreements.
Related Party Transactions:

During 2019, the Company entered into note agreements with an executive and various
investors of the Company (see Note 4).

Lease:

The Company leased its office spaces through a non-cancelable operating lease
agreement. The lease matured on December 31, 2019 and was renewed for a one year
period through December 31, 2020. The lease was terminated early in August 2020. The
lease called for monthly rent payments of $5,844 as well as various common area
maintenance charges. Rent expense was $47,524 for 2019 and $21,952 for 2018. Rent
expense for 2020 is expected to be $46,750.

Income Taxes:

The Company has federal and state net operating loss carry forwards of approximately
$3,800,000 at December 31, 2019, available to offset future taxable income in accordance
with the Internal Revenue Service regulations.

Management believes that a full valuation allowance is appropriate given the current
estimates of future taxable income, as well as consideration of available tax planning
strategies. The ultimate realization of the net deferred tax asset is dependent upon the
generation of future taxable income during periods in which temporary differences become
deductible.
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consequences as appropriate in the financial records.

During 2020, the Company raised approximately $377,000 in new capital through
issuance of preferred stock. In addition, the Company converted $3,730,439 of the
outstanding convertible notes plus accrued interest to Class A common stock.

Management has evaluated subsequent events through January 14, 2021, the date the
consolidated financial statements were available to be issued, and has determined there
are no additional subsequent events to be reported in the accompanying consolidated
financial statements.
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