SUNSTATE

LABORATORIES

2020 Report

Dear investors,

2020 was a remarkable year for us. After our successful first round of fundraising, we were able to
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facilities. We launched a rebranding project that resul
(bottles, packets, retail boxes, and marketing collateral). We recruited and hired a new VP of Sales,
Phil Stout, who comes to us with over 20 years of CPG sales experience. Ie has assembled a strong
team of independent reps and distributors to assist in our retail distribution launch. We are entering

4th quarter with incredible opportunities to bring national exposure for our brand and set us up for a

record breaking zoz22,

We need your help!

For our DTC business, sharing DAZZ and our website with everyone in your network will help grow
our eCommerce business. If you or anyone in your network know any retail buyers for stores that
should carry DA77, please introduce us to them. For our international investors, if DAZZ is not

available in your country, and you have eonnections in the CPG distribution industry, reach out and
let's discuss how we can get DAZZ in your market.

Sincerely,

David Sthatan

Our Mission

DAZZ is poised for a national launch into retail distribution. We anticipate being in over 2,000 retail

locations by the end of 2022. We will continue growing aur direct to consumer business on our

website, Amazon, and other large eRetailers. Our international distribution is anticipated to extend
to 12 additional foreign markets in the next 24 months. Our exit strategy is for DAZZ to be acquired

by an international Consumer Packaged Goods (CPG) company.



See our full profile
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How did we do this year?

The Good The Bad

Sales growth (up 383% YOY) New product development has been delayed with
shortages in raw material and delays with 3rd party
testing and certification agencies

New packaging and branding - completed

Our retail distribution efforts stalled. Due to COVID
restrictions and buyers working from home, we're

New facility and production equipment on line not getting in front of buyers

International distribution has gone slower than
anticipated.

2020 At a Glance
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INCOME BALANCE NARRATIVE

Management’s Discussion and Analysis of Financial Condition and Results

of Operations

You should read the following discussion and analysis af our financial condition
and results of operations chcthnr with our financial statements and the related
notes and other financial information included elsewhere in this offering. Some of

the information contained in this discussion and analvsis, including information
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We plan to use the proceeds as set forth 1n this Form C under "Use ol Funds”. We

don't have any other sources of capital in the immediate future.

We will likely require additional financing in excess of the proceeds from the
Offering in crder to perform operations over the lifetime of the Company. We plan
to raise capital in 12 months. Except as otherwise described in this Form C, we do
not have additional sources of eapital other than the proceeds from the affering.
Because of the complexities and uncertainties in establishing a new business
strateqy, it is not possible to adequately project whether the proceeds of this
offering will be sufficient to enable us to implement our strategy. This complexity
and uncertainty will be increased if less than the maximum amount of securities
offered in this offering is sold. The Company intends to raise additional capital in
the future from investors. Although capital may be available for early-stage
companies, there is no guararilee that the Company will receive any investments

from investors.
Runway & Short/Mid Term Expenses

SunState Laboratories, Inc. cash in hand is $493,028, as of December 2020, Over
the last three months, revenues have averaged $79,950/month, cost of goods sold
hes averaged $19,500/month, and cperational expenses have averaged
$55,684/month, for an average net margin of $4,766 per month. Qur intent is to be

profitable in 22 months.

We have recently signed contract manufacturing agreements with Amazon and
1908 brands with opening POs of $150k and 105k respectively. Both are
anticipated to be 7 figures deals for 2022. We will be receiving national TV
exposure on a new competition TV show that should result in a retail contract

with Lowes.

We anticipate significant increases in sales and expenses over the next 3-6
months. On the sales side, we're already exporicnced a 383% YOY sales increase
(YTD sept) and expect that growth to continue. Our Retail Distribution is
anticipated to grow quickly after our appearance on America's Big Deal. Our
international distribution continues to grow and we anticipate expanding into 3-6
new markets in early 2022. From the expense side, we continue to invest heavily
in digital marketing and will expand into traditional retail marketing to support
our retail distribution. We anticipate looking for an additional production and

warehouse space within the next 8 months to support our growth.

Our founder has personal financial resources that can be deployed, but we do not

anticipate this being necessary.

Net Margin: -226% Gross Margin: 47% Return on Assets: -54% Earnings per Share: -$395.81

Revenue per Employee: $41,478 Cash to Assets: 72% Revenue to Receivables: 966% Debt Ratio: 4%
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Details

DIRECTOR OCCUPATION JOINED
David Shahan Business Qwner @ SunState Laboratories 20712
Officers
OFFICER TITLE DINED
Phil Stout Vice President 2021
David Shahan CED 2012
Voting Power e
HOLDER SECURITIES HELD VOTING POWER
David Shahan 666,180 Common Stock  100.0%
Past Equity Fundraises
DATE AMOUNT SECURITY EXEMPTION
07/2020 $1,069,998 4(a)s)

$350,000 Other

$0 506(b)

$76,017 506(c)
I roceeds is to fu operatic
Outstanding Debts
None.
Related Party Transactions
None.
Capital Structure
CLASS OF SECURITY SECURITIES URITIES VOTING

(OR AMDUNT)  (OR AMOUNT)  RIGHTS
AUTHORIZED  OUTSTANDING
Convertible Preferred 2,500,000 o] Yes
Class A Preferred 2,500,000 283,723 No
Common Stock 5,000,000 666,180 Yes
SECURITIES RESERVED FOR
ISSUANCE UPON EXERCISE OR CONVERSION

Warrants: (0]
Options: (0]
Risks

Our future success depends on the efforts of a small management team. The loss of



services of the members of the management team may have an adverse effect on the
company. There can be no assurance that we will be successful in attracting and
retaining other personnel we require to successfully grow our business.

Direct to consumer approach. Less than 5% of household cleaner purchases occur online.
We are betting that this is because of the high shipping cost to MSRP ratio for household
cleaners, plus the issues with leaking bottles. DAZZ resolves both of these challenges
and online sales will be our focus for the next 12-24 months. If consumers will not change
their buying behavior and continue to buy in stores, DAZZ will struggle until it is able to
secure retail distribution.

Innovations in plastic waste disposal/processing that minimize this environmental
concern. Our greatest point of differentiation is our sustainability feature. This is a big
selling feature now because of the seriousness of plastic waste. If advancements in
compostable/biodegradable plastics continue and our "plastic problem” is resolved (or
at least minimized to the point of public acceptance, sustainable alternatives like DAZZ
may lose some of it's appeal.

Competition. Although it’'s unlikely, it is possible for a larger CPG company to step in
with their own product and overwhelm the market with a huge advertising spend.
Manufactures of established eco-brands (7th generation, Method, Ms. Meyers, etc.) may
develop and begin offering concentrated refills of their successful brands.

Too broad of a consumer market focus. Unlike our competition, we are not limiting our
marketing toward a particular consumer group (i.e. eco-friendly green shoppers). We are
taking a broad approach to capture as many shopper segments as possible (i.e. value
shoppers, green shoppers, perfarmance shoppers, etc.). Some advertising experts have
cautioned us against this "shotgun” approach.

Consumer adoption. Customers may not be willing to give up the convenience they've
become accustomed to with ready-to-use household cleaners.

Limited Team - Althaugh | have 30+ years experience in cleaning chemicals, and | have
decades of experience managing sales teams in service industries, | have been a
solopreneur since the inception of SunState Labs. | have utilized contract and fractional
employees to accomplish many of our milestones, while preserving my limited capital
resources. To scale the business and achieve the market penetration required to make
DAZZ a success, | will need to build an enthusiastic, highly capable team around me.

Description of Securities for Prior Reg CF Raise

Additional issuances of securities. Following the Investor's investment in the Company,
the Company may sell interests to additional investors, which will dilute the percentage
interest of the Investor in the Company. The Investor may have the opportunity to
increase its investment in the Company in such a transaction, but such opportunity
cannot be assured. The amount of additional financing needed by the Company, if any.
will depend upon the maturity and objectives of the Company. The declining of an
opportunity or the inability of the Investor to make a follow-on investment, or the lack of
an opportunity to make such a follow-on investment, may result in substantial dilution of
the Investor's interest in the Company.

Issuer repurchases of securities. The Company may have authority to repurchase its
securities from shareholders, which may serve to decrease any liquidity in the market for
such securities, decrease the percentage interests held by other similarly situated
investors to the Investor, and create pressure on the Investor to sell its securities to the
Company concurrently.

A sale of the issuer or of assets of the issuer. As a minority owner of the Company, the
Investor will have limited or no ability to influence a potential sale of the Company or a
substantial porticn of its assets. Thus, the Investor will rely upon the executive
management of the Company and the Board of Directors of the Company to manage the
Company so as to maximize value for shareholders. Accordingly, the success of the
Investor’s investment in the Company will depend in large part upon the skill and
expertise of the executive management of the Company and the Board of Directors of
the Company. If the Board Of Directors of the Company authorizes a sale of all or a part
of the Company, or a disposition of a substantial portion of the Company's assets, there
can be no guarantee that the value received by the Investor, together with the fair
market estimate of the value remaining in the Company, will be equal to or exceed the
value of the Investor’s initial investment in the Company.

Transactions with related parties. The Investor should be aware that there will be
occasions when the Company may encounter potential conflicts of interest in its
operations. On any issue involving conflicts of interest, the executive management and
Board of Directors of the Company will be guided by their goed faith judgement as to
the Company's best interests. The Company may engage in transactions with affiliates,
subsidiaries or other related parties, which may be on terms which are not arm’s-length,
but will be in all cases consistent with the duties of the management of the Company to
its shareholders. By acquiring an interest in the Company, the Investor will be deemed to
have acknowledged the existence of any such actual or potential conflicts of interest and
to have waived any claim with respect to any liability arising from the existence of any
such conflict of interest.

Minority Ownership

An Investor in the Company will likely hold a minority position in the Company. and thus
be limited as to its ability to control or influence the governance and operations of the
Company.

The marketahility and value of the Investor’s interest in the Company will depend upon
many factors outside the control of the Investor. The Company will be managed by its
officers and be governed in accordance with the strategic direction and decision-making
of its Board Of Directors, and the Investor will have no independent right to name or
remave an officer or member of the Board Of Directars of the Company.

Following the Investor’s investment in the Company, the Company may sell interests to



additional investors, which will dilute the percentage interest of the Investor in the
Company. The Investor may have the opportunity to increase its investment in the
Company in such a transaction, but such oppeortunity cannot be assured.

The amount of additional financing needed by the Company;, if any, will depend upon the
maturity and objectives of the Company. The declining of an opportunity or the inability
of the Investor to make a follow-on investment, or the lack of an opportunity to make
such a follow-on investment, may result in substantial dilution of the Investor's interest in
the Company.

Exercise of Rights Held by Principal Shareholders

As holders of a majority-in-interest of voting rights in the Company, the shareholders
may make decisions with which the Investor disagrees, or that negatively affect the
value of the Investor’s securities in the Company, and the Investor will have no recaurse
to change these decisions. The Investar's interests may conflict with those of other
investors, and there is no guarantee that the Company will develop in a way that is
optimal for or advantageous to the Investor.

For example, the shareholders may change the terms of the articles of incorporation for
the company, change the terms of securities issued by the Company, change the
management of the Company, and even force out minerity holders of securities. The
shareholders may make changes that affect the tax treatment of the Company in ways
that are unfavorable to you but favorable to them. They may also vote to engage in new
offerings and/or to register certain of the Company’s securities in a way that negatively
affects the value of the securities the Investor owns. Other holders of securities of the
Company may also have access to more information than the Investor, leaving the
Investor at a disadvantage with respect to any decisions regarding the securities he or
she owns. The shareholders have the right to redeem their securities at any time.
Shareholders could decide to force the Company to redeem their securities at a time
that is not favorable to the Investor and is damaging to the Company. Investors® exit may
affect the value of the Company and/or its viability. In cases where the rights of holders
of convertible debt, SAFES, or other outstanding options or warrants are exercised, or if
new awards are granted under our eguity compensation plans, an Investor’s interests in
the Company may be diluted. This means that the pro-rata portion of the Company
represented by the Investor’s securities will decrease, which could also diminish the
Investor’s voting and/or economic rights. In addition, as discussed above, if a majority-
in-interest of holders of securities with voting rights cause the Company to issue
additional stock, an Investor’'s interest will typically also be diluted

Based on the risks described above, the Investor could lose all or part of his or her
investment in the securities in this offering, and may never see positive returns.

Restrictions on Transfer

The securities offered via Regulation Crowdfunding may not be transferred by any
purchaser of such securities during the one year period beginning when the securities
were issued, unless such securities are transferred:

- to the issuer;
- to an accredited investoro;

- as part of an offering registered with the U.S. Securities and Exchange Commission; or

- 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, ar in cannection with the death or divarce of the
purchaser or other similar circumstance.

Valuation Methodology for Prior Reg CF Raise

The offering price for the securities offered pursuant to this Form C has been
determined arbitrarily by the Company, and does not necessarily bear any relationship to
the Company's book value, assets, earnings or other generally accepted valuation
criteria. In determining the offering price, the Company did not employ investment
banking firms or other outside organizations to make an independent appraisal or
evaluation. Accordingly, the offering price should not be considered to be indicative of
the actual value of the securities offered hereby.

In the future, we will perform valuations of cur common stock that take into account
factors such as the following:

- unrelated third party valuations of cur common stock;

- the price at which we sell other securities, such as convertible debt or preferred stock,
in light of the rights, preferences and privileges of our those securities relative to those
of our common stock;

- our results of cperations, financial position and capital resources;

- current business conditions and projections;

the lack of marketability of our common stock;
- the hiring of key personnel and the experience of our management;

- the introduction of new products;

the risk inherent in the development and expansion of our products;

- our stage of development and material risks related to our business;

the likelihood of achieving a liquidity event, such as an initial public offering or a sale of
our company given the prevailing market conditions and the nature and history of our
business;

- industry trends and competitive environment;

- trends In consumer spending, including consumer confidence;
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and interest rates: and

- the general economic outlook

We will analyze factors such as those described above using a combination of financial
and market-based methodologies to determine our business enterprise value. For
example, we may use methodologies that assume that businesses operating in the same
industry will share similar characteristics and that the Company’s value will correlate to
those characteristics, and/or methodologies that compare transactions in similar
securities issued by us that were conducted in the market.

Company

SunState Laboratories, Inc.
- Colorado Corporation

- Organized January 2020
- 4 employees

6901 W 117th Ave
Unit 14
Broomfield CO 80020

http:/www.dazzcleaner.com

Business Description

Refer to the SunState Labaoratories profile.

EDGAR Filing

The Securities and Exchange Commission hosts the official version of this annual report
on their EDGAR web site. It looks like it was built in 1989,

Compliance with Prior Annual Reports

SunState Laboratories is current with all reporting requirements under Rule 202 of
Regulation Crowdfunding

All prior investor updates

You can refer to the company’s updates page to view all updates to date. Updates are
for investors only and will reqguire you to log in to the Wefunder account used te make
the investment.



