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Dear investors,

We have had a husy y
of client tax processing, we added mere states to the auto-onboarding for new clients, we set up several new partnerships

ar! We have heen working hard on improvements to our back-end automation to reduce the workload

(und udditional revenue for us), und we were [orlunate W be uble Lo hire excellent

that ofTer more valug Lo our users

additional stall Tor our support and tix ke

However, there i5 still much more work o be done. Since our focus is on growing our clienl buse before growing revenue,

we e slill operating sl a loss and need significantly more capital to be wble to implement all of our plans. Our biggest

cursent problem (which many tell us is 4 good problem 1o have), deals with Lhe Laet thal we gel many more signups thin we

can handle. We have analyzed our anboarding pracedures and can formulate hetter user expericnces and greater efficiency

for new client

We need your help!

Our investors ean support us in multiple ways in order W help speed up our wrowth. For starters. they can tell olher business
owners they know about ouc services. They can also share with s their suggestions about feature and UI improvements that

would make PayrolldFree com even better and more competitive . £ th

¢ have ideas of relationships with potential partners

tha wd abont aur

vould make sense for us to ream up with, that would be pretty awesome. Finally, they can

current Wefunder campaign. and submit comments ahour why they were excited ta invest in us to enconrage ather potential

Sincerely,

Wanta Mendizabal
W Rodenteng
Jolter Prest;

Our Mission

We have found (

house lo save money, Unfortumately, this of

al for most small businesses payroll services are generally unaffordable, and they lend (o process il in

20].

We wanted 10 be able 10 offer those 304 million small businesses a payroll oplion that is alfordable, reliable, and service

(em leads o huge payroll lax penallies ($5+ billion assessed by he [RS in 2

focused, which will allow us to eventually become the #1 small busis

s paytoll service provider in the United States

See our full profile

How did we do this year?
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The Good The Bad

dlus te lzck of capital we were unble to add

readad starf

@ur ravenua incrozsed over 74% (st
nslf of 2021)

» Funding




Net Margln: -158%

we Faus sxpanded antomarsd cliant snboarding t

moie states automate operations

we have receivac top reviews in our niche fram
cependent sites, Including Forbes and Nere Waliet

for our services

2021 At a Glance

December 31

January !
==

$271,861 +20% -$431,231

Revenue Net Loss
$209,770 $31,086
Raised in 2021 Cash on Hand
22
INCOME BALANCE NARRATIVE
@ Revenues @ Profit
3271861
1210594
$-a87.035
2020 2021

Gross Margln: 100% Return on Assets: -1695% Earnings per Share: -$6,160.44 Revenue per Employee: $27,186

~ Reviewed_Statements_-_Payroll4Fres.com _inc.pof

We ¥ Our
419 Investors

e b lmek oF eapital urs wirs unahis s better

bacause of the aboue we warz unzbls to
accommodate all of the new clignts who signed up

$701,107 +32%

Short Term Debt

§-43L231

Cash to Assets: 58%

Thank You For Believing In Us
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Thank You!

From the Payroll4Free.com Inc. Team

Michael Rosenberg
President & CEOQ

4 E;

Marta Mendizabal John Presti Carol Emeruwa
VP & COC VP of Client Services Director of Payroll Tax
Marta s e MBA e NYIT and s Sota s s 33 s of iyl Services
over 16 years with Galasy Hasted experionce, Az Cperaions Mmager e Pive eteading the PasrolléFrecuvn
o seaniging evsmching invesod e sarmp af Hemtond Raywoit T DupuroneGorctspon T esrcas
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Witk ALY i,
The Board of Directors

CIRECTOR SUPATION JOINED
Michae! J. Rosenberg CEO @ PayrolldFres.com 2018
Officers

arricrR e

Marta Mendizabal Chief Cperating Officer

M Wice President

J.Rosenberg  President CEQ

Voting Power ¥
votoen sFCURmE ELE

Carol Rosenberg 950,000 Class A Common Stock  95.0%

Past Equity Fundralses

raTe AMEUNT cusity =xEMpTION
05/2012  $1,305,896 Other

12/2017  $113.471 Regulation Crowdfunding
o1/2018 $113.471 4(a)6)

12/2019  $95,460 Commen Stock  Other

04/2020 $90,300 Other

Q72020 $193,900 Other

©05/2021  $209,770 4@)s)

The s i prcessis 15 10 find generet eperathons

Outstanding Debts

[EEE seuED AMOUNT OUSTANDING  INTZREST  MATURIT CURRERT
Galaxy 05/23/2012 31903896 51903896 00% Yes
Hostad @

Software

Lc®

Wefunder  12/30/2017  $113.471 5927209  50% Vas
Invastars

®

sEa @ 04/08/2020 330300  s0@ 0.0%

USSBA  07/14/2030  §199.800  5207732® 375%  07/16/2050 Yes
Lo

Related Party Transactions

There is @ non interest bearing note payable to Galaxy Hosted Software, LLC, @ party.
related by commen majority cwnership. This payable is $1739 925 for the year ended
December 31, 2017, We plan to pay off the loan thraugh income earned by the Company,
Based on commen ownership, Galaxy Hosted Software has provided a perpetual license
to PayreliaFree com for use of the technolegy developed by Galaxy at no chal
Payrall4Free.com subleases affica space from Galaxy withoul a formal agreem
pays rent to Galaxy based on a prosortion of space it occupies ($377.88 monthly)
Galaxy will continue to sublease sufficient space through the end of Its current lease,
which ands March 31, 2021

Capital Structure

CLASS OF SECUIITY sECuRTES LT vOTING
(CR AMBUNT) AMO RIGHTS
AUTRORIZEL TS TAND NG

Common Steck (Voting) 1000000 1000000  Yes

Commeon Stock (Non Voting 1,000,000 69,403 No

ol WL FOR
NEF LURON FXFR!

Warrants; a
Options: Q
Risks

Investors face risks related Lo & sale of the Company or the Company's assels. As a



halder of Prafarred Stock, with no voting rights, an Investor will have no ability to
influence a potential sale of the Company or a substantial portion of its assets. Thus, the
Investor will rely upan the management of the Company to manage the Company in a
way that maximizes value fer stockholders and ensure full payment to the Company's
craditors. Accordingly, the success of Lhe Investor's invastment in the Company wil
depend on the skill and expertise of the Company's managers. |f Company management
autherizes a sale of all or a part of the Company, or a disposition of 2 suostantial portien
af the Company's assels, Where can be no guarantee Lthal the amount received will be
sufficient to repay Investors and the Company's creditors. All Investors will be required
to enter into 3 Subscription Agreement, which by its limits the rights of holders of Shares.
by sublecting Investors to “drag-along” rights. Such “drag-along” rights require Investors
to take certain actions if at least seventy-five (75%) percent of the shares of Class A
Commen Steck, which are held by the Carel and Chaim Resenberg, both of whom are
related to Mike Rosenbers, the Company's CEO, an an as-canvertad basis and the
Company's board of directors approve a sale of the Company. If a propesed sale has the
requisite support, then Investors will be required to take or refrain from taking a number
of customary actions [n connaction therewith, including to vote in favor of the propased
transaction (iIf legally raquired), sell a certain propartion of their Shares (If applicable),
execute and deliver documentation supporting the sale and refrain from exercising any
dissenters’ rights or rights of appraisal. Therefore, in the event of a sale of the Company,
Investors may be required to sell thelr Shares on less than favorable terms,

Wea have no plans te pay cash dividends on our preferred stock. We have no plans to pay
eash dividlands on aur profarred stock. Wea intand to invast future sarnings, if any, to fund
aur growth. Ary payment of future dividends will be at the discretion of our Board of
Directors and will depend on, amang other things, our earnings, financial cendition,
capital level of indeb statutory and restrictions
applying to the payment of dividends and othar considerations eur Board of Diractors
deam ralevant. Any future cradit facllitias or equity financing wa obtain may furthar limit
our ability to pay cash dividends on our preferred stock.

Gur business, financial condition and results of operations may ba materially adversaly
affected by global health epidemics, including the recent COVID-19 outbreak; Gutbreaks
af epidemic, pandemic, or contagious diseases such as COVID=19, could have an adverse
effect on our business, financial cendition, and results of operations, The spread of
COVID-19 fram China to other countries has resultad In the World Health Organization
declaring the outbreak of COVIB-19 as a glabal pandemic. While the COVID-19 outbreak
may still be In relatively early stages, international stock markets have begun to reflect
the uncertainty asseciated with the slow-clown In the alobal economy and the reduced
levals of international travel experienced singa tha beginning of January, large declines in
il prices and the significant decline in the Dow (ndustrial Average have been |argely
attributed to the effacts of COVID-19. If COVID-19 progresses in ways that disrupts our
customers’ demand for our services or otherwise disrupts our operations, such
disruption may materially negatively affect our operating results for 2020 and possible
subsaquent periods. Majority of our workforce is in Ohio and our customer base is
Iaeatad acrass the Unitad Statas, and In many of thosa statas axacutiva ardare have baan
signed toimplement stay-at-home mandates. causing all non-essential businesses ko
close their offices. In response to these public health directives and orders, we have
implemented work-from-home policies for certain employees. The effects of the
executive order, the stay at homea orders and our work-from-homa policies may
negatively impact praductivity, disrupt aur business and impact our ability Lo service our
clients and our clients need for cur services, the magnitude of which will depend, in part,
on the length and severily of the and ather limitations on aur ability lo
conduct our business in the ordinary course. These and similar. and perhaps more

severe, disruptions in our operations could negatively impact our business, operating
rosults and financial condition. Quarantines, shelter-in-placa and similar govornmant
orders, or the perception that such orders. shutdowns or other restrictions on the
<condust of business aperations could occur, related to COVID-19 or ather infectious
diseases could impact us and vendors and customers business operations. Additionally,
If the spread of COVID-1S limits our ability to make workers available elther because they
areill or due to work from home orders. this likely would negatively affect, and may
materially negatively affect, our sperating results, cash flow and business

striction

©On March 18, 2020, President Trump signed a bipartisan bill, the “Families First
Coronavirus Response Act” ("FFCRA”) aimed at addressing the COVID-19 pandemic
The FFCRA's effective date has been set for April 2, 2020. The FFCRA is a

5 maasre axp nutrition and fead asslstance,
unemployment insurance benefits, and protections for warkers exposed Lo risks of
COVID-1. Particular provisions of the FFCRA that could materially affect our operations
include the a temporary, emergency expansion to the federal Family and Medical Leava
Act (FMLA) and a temporary establishmant of a federal paid sick leave pragram in
response Lo COVID-19. Such provisions mey create obligations for the Compeany to
provide its employees with paid sick leave beyond what the Company has historically
provided. Additional expenditures related to these pald sick laave obligations may
materially negatively affect our cperating results for 2020 and possible subsequent
periods, However, we expect that soma of these patential payment obligations may be
affset by separate provisions of the FFCRA creating a temeorary pavrell tax cradit for.
paid sick leave and paid family leave or ather federal stimulus legislation, including the
America CARES Act, which was signed into lsw on March 27, 2020.

Any resulting financial Impact cannot be reasenasly estimated at this time. The extent to
which COVID-19 impacts our results will depend on futura developments, which are
highly uncertain and cannot be predicted. including new information which may emerge
concerning the severity of the COVID-19 pandemic and the actions taken globally to
contain tha COVID-19 pandemic or treat its impact, ameng ethers. Existing insurance
coverage may nol provide protection for all costs Ihal may arise from all such possible
events, We are still assessing our business operations and system supports and the
impact COVID-19 may have on our results and financial condition, but there can be no
@ssurance that this analysis will enable us to avoid part or all of any impact from the
spread of COVID-018 or its consequences, including downturns in business sentiment
generally or in our sector in particular,

Qur fulure suceess 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 wa reauire (o successully grow our business.

©ur substantial Inciebtedness could adversely alfect our financial concition and our
ability Lo operate aur business, We have a subslantial amount of debl. At December 31,
2079, we had liabilities related to the lcan from Galaxy and our crowd funding debt
financing of $1.778,107.0ur substantial debt could have impartant consequences to
Invastors, Including the fallowing

- it may be difficult for us to satisfy our obligations, including debt service requirements.
under our outstanding debt, - our abllity to obtain additional financing for working
capital. capital , dabl service or other general corporata
BurROses May be impaired, - we must use a partion of aur cash flow for payments on our
debt, which will reduce the funds available to us for other purposes, - we are more
wulnerable to aconomic downturns and advarsa Industry conditions and our flexibility to
plan for, of resct Lo, changes in our business or industry is more limited, - our ability to
capitalize on business epportunities and to react to competitive pressures, as compared
to our competitors, may be compromised ddus to our high level of debt, and - our ability
to borraw additional funds or te refinance debt may be limitad.

Data Loss and Business Interruption: If the Company's systems are disrupted or fail for
any reasan, Including Internet or systems fallure, or if the Company's systems are
infiltrated by urauthorized persons, both tha Campany and its clients could experience
date loss, financial loss, harm ta reputation, or significant business interruption. The
Company may be required to incur significant costs to protect against damage caused
by disruptions or securlty breaches In the future. Such events may expose the Company
to unexpected llablity. litigation, regulatory investigation and penalties, lass of clients’
business, unfavorable impact to business reputation. and there could be a material
adverse effect on the Company's business and results of operations,

Data Security and Privacy Leaks: The Company collects, uses, and retains increasingly
large amounts of highly-sensitive personal information about its clients, employees of
cliants, and its employaos, including: bank account numbars, cradit card numbars, social
security numbers, tax return infarmation, health care information, retirement aceount
information, payrell infermation, system and network passwerds, and other sensitive
personal and business information. At the same time, the continuad occurrence of high-
profile data breaches provides evidence of an external environment increasingly hostile
to information security. Vulnerabilities, threats, and more sophisticated and targeted
computer crimes pose a risk 1o the security of the Company’s systems and natwarks,
and the confidentiality, availability, and integrily af the Company's data,

The security of the Company’s IT infrastructure is an impertant consideration in the
Company’s clients’ purchasing decisicns. Because the techniques used to obtain
unautharized access, disable or decrade service or sabotage systems change frequently,
are increasingly more complex and saphisticated, and may be difficult to detect for long
periods of time, the Company may be unable or fail to anticipate these technigues or
implement adequate or timely preventative ar responsive measures. Tha Campany may
be required to invest significant additional resources to comply with avolving
cybersecurity regulations, to medify and enhance its Information security and contrals,
and Lo Investigale and remediate any security vulnerabilities. While the Company has
security systems and IT infrastructure in place designed to detact and pratect against




unautharized access to such information, if its securily measures are breached, the
Company could be substantially harmed and incur significant liabilities. Any such breach
or unautnorized access could negatively affect the Company's ability to attract new
clionts, causa oxisting cliants to tarminata thair agreemants, rasult in reputational
darmage; and subject the Company Lo lawsuits, regulatory fines, or other actions o
liagilities which could materially and adversely affect the Company’s business and
operating results. Third parties, including venders that provide services for the
Company's operations, could also be a source of security risk In the avent of a fallure of
their own security systems and infrastructure.

The Company could e subject Lo reduced revenues, Increased costs, liability claims or
harm Lo its compelitive position as a resull of cyberaltacks, security vulnerabilities or
Internet disruptions. The Company relies upon infarmation technolagy (‘IT") networks,
cloug-based platforms and systems to process, transmit, and store electronic
information. and ta support a variety of business processes. Cyberatiacks and security
threats are a risk to the Company’s business and reputation. A privacy of IT security
breach could have a material agverse effact on the Company's business.

The Company's reputation. results of aperations, or financial condition may be adversely
impacted if it fails to comply with data privacy laws and regulations. The Company’s
sarvicas may require the storage and transmission of proprietary and confidential
infarmation of its cliants and thelr smplayeas. Including parsonal of isantifying
information, as well as their financial and payroll data. These services are subject to
various complex government laws and regulations on the federal, state, and local levels,
including those gaverning personal privacy. For example, the Company is subject 1
rules and regulations promulgated under the autharity of the Federal Trade Commission,
tha Health Insurance Partability and Accountability Act of 1996, the Family Medical
Leave Act of 1993, the ACA, federal and state labor and emaloyment laws, and state cata,
bireach notification lavs. Failure to comply with such laws and regulations could result in
the imposition of consent orders ar civil and criminal penalties, including fines, which
could damage the Company's raputation and have an advorse offect on its rosults of
aperations of its financial condition. The ragulatory framewark for privacy issues is
rapidly evalving and future enactment of more restrictive laws, rules or regulations,
and/er future enforcement actions or Investigatians could have a materially adverse
impact on the Company through increased costs or restrictions on tha Company's
business and noncompliance could result in regulatory penalties and significent legsl
liability.

The Company's business and reputation may be adversely impacted if it fails to comply
with US. laws and regulations, The Company's services are subject to various laws and
regulations, including, but not limited to, the Affordable Care Act (“ACA") and anti-
money laundering rules. Uncertainty regarding the potential future madifications of
existing laws and regulations can adversely affect business. There Is Uncertainty
regarding the potential future evolution and modification of the ACA, Failure to update
services 1o comply with modified or new legislation in the area of health care reform as
well as lailure to educate and assist clients regarding this lagislation could adversely
impact the Campany's business reputation and negatively impact its
to comply laws and regulations could result in the imposition of consent orders or
civil and eriminal penaltias, including fines, which cauld damaga tha Company's
reputation and have an adverse effect on the Company’s results of eperations or
financial condition. The Company has policies and procedures to moniter compliance
with U.S. laws and regulations throughout the business.

ni base. Failure
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The Company’s services may be adversely impacted by changes in government
regulations and oolicies. Many of the Company’s services are desianed according to
government regulations that change. Changss in regulations could affect the extent and
type of benefils employers are required, ar may shoose, ta provide employees or the
amount and typa of taxes employers and employees are required to pay. Such changes
could reduce or eliminate the need for some of the Company’s services and substantially
decreasa revenue, Added requirements could also incrasse the cost of doing businass.
Failure Lo educate and assist cliants regarding new or revised legisiation Lhat impacts
them could have an adverse impact on the Company’s reputation. Failure to modify
services In a timely fashion In respanse to regulatory changes could have a material
adverse affect on the Company’s business and results of operations.

Investors face risks related to transactions with reiatec parties. Investors should oe
awara that thara will be sccasians when the Company may enceunter patential conflict
of interest in its operations. On any issue involving conflicts of interest, the Company's
managers will use good faith judgment as to the Company’s best interests. The Company
may engage in transactions with sharehalders, affiliatas, subsidiaries or other relatad
parties, which may ba on terms, which are nat at arm'’s langth, but will be in all cases
consistent with the duties of Company management to the Company's stockholders, For
example, the Company has obligations relating to a non-interest bearing note payable to
an affillate of the Company (deseribed in more detall above). The Company belleves that
the terms of this loan comply iwith all relevant [awe and regulations. By scquiring an
intarast in the Company, Investors will be deemed to have acknowledged the existence
of any such actual or potential conflicts of interest,

The Company may engage in additional ssuances of securities. The Company plans to
engage In additional offerings ta sall eaulty or debt to additional investors In tha future
Additianally, In the future, the Company may issus socurities to its employeas under its
Equity Incantive Plan, Lo serviee providers as a form of payment, to landers or to
additional investars to raise capital. Investors may nave the oppertunity to ncrease their
Invastment in the Company In a crawdfunding or other equity transaction, but such
apportunity canniot be assured. The amaunt of additional financing needed by the
Company, if any. will depend upen the objectives of the Company and the state of
development of its operations at any given time.

The Company’s right of first refusal could limit Investors’ ability ta resell Shares,
Pursuant to the Subscription Agreement, prior to the Company’s Initial public offering,
the Company will have a right to purchase all or any portion of the Shares that Investors
may praposs [ transfer to & third party, al the same price and on the same terms and
conditions as those offered to the prospective transferea. This right of first refusal could
limit Investors' ability to resell their Shares at the maximum potential price availatile on
the open market

The Shares do not have any voting rights. An Investor will hold & minority position in the
Company and will hava no vating rights in the Company, and thus will have no ability to
control or influence the governance and eperations of the Company. As holders of a
majority inkerest of voting rights in the Company, the principal steckholders may make
decisions with which the Investors disagree, or that negatively affect the value of the
Investors’ shares in the Company, and the Investors will have no recourse to change
these decisions. The Investors' interests may conflict with those of the principal
stockholder(s), and there is no guarantee that the Company will develop in a way that is
aptimal for or advantageaus Lo the Investors. For example, the principal stockhalder(s)
may change the terms of the Certificate of Incorparation or Bylaws of the Gompany.
change the terms of the shares issued hy the Company. change the management of the
Company, and redeem or dilute minority sharsholclers. The princtpal stockhelderts) may
make changes that affect the tax treatment of the Company in ways that are unfavorabla
to Investors but favorasie to them, The principal stocknhelder(s) may also vote to engage
in newr offerings and/or to register cartain of the Company's shares in a way that is
dilutive to or negatively affects the value of the Shares the Investors own The princinal
stockholder(s) may also have access to more information than the Investors, leaving an
Investor at a dicadvantage with respect to any decisions regarding the Shares he or she
awns. The axit of the principal stackholdar(s) may affact tha value of the Company and
itz vishility. Basad on the factars dessribed abave, ah Invastar cauld lasa all o part of
his, her or itsinvestment in the Shares in this offering, and may never see positive
returns.

The Company may not ba able to kaep pace with changas in technalogy or provide
timely enhancements to its products and services. The market for the Company's
preducts and services is by rapid changes in
customer requiremants, frequent new preduct intraductions and enhancements, and
changing industry standards. The Company's success depends on its ability to enhance
current products and services and introduce new products and services in order to keep
pace with products offered by competitars, enhance capabilitios and increase the
performance of its internal systems, and adapt to technological advancements and
changing industry standards. If the Company's systems kecame cutdated, it may be at a
disacivantags. Thare can be no assuranca that the Company's afforts ta update and
Intagrata systems will ba suecessful. If the Company does not intagrate and update its
systems in a timely manner, there could be a material adverse effect to the Company"
business and results of operations,

The Company's financial statements have not been audited by an independent.
eccountant. Although Company management prepared its financial statements in
accordance with accounting principles generally accepted in the United States of
America, and the Company’s accountant, Jason M. Tyra, CPA, PLLC reviewed the 2018 /
2019 financial statements in accordance with the Statements on Stancards for
Accounting and Review Services issued by the American Institute of Certified Public
Accountants. such review was limited In scope to assurance that there are no materfal
maodifications that should be made to the financial statements. The review conducted by
the Company’s accauntant had & substantially mare |imited scope than an audit, the
abjactive of which is the exprassion of an apinion regarding the financial statements as a
whole. Therefore, the Company cannot make any assurances regarding its financial
statarmients as a whale. ar the nnssible conclisions of an audit by an indeoandent




accauntant.
The Company is not yet profitable, and investors may lose part or all of their
investments. The Campany may require one or mare additional fundraising raunds,

depending on how much funding the Company raises in this Offaring. If the Company
does not raise additional funds, the Company may not be able to continue its operations,

The Company has a non-int

st-hearing note payable to Galaxy. a party related by
commen majority ownership and common management. The loan balance far this note
was 1,663,740 o5 of December 31, 2019, Galaxy continues to [aan moeney to the
Company te support its operations. Though the Company is not required 1o resay the
loan until the Company becomes profitable, this could limit the ability of the Company to
incur debit needed ta fund its operations and may impalir the Company’s ability Lo raise
capital. Additionally, the Company relies on technalogies provided by Galaxy free of
charge. Thera is risk that the Campany may not be able (o secure sueh tachnologies if
the owiership of Galaxy undergoes material changes ar Galaxy otherwise becormes
unable or unwilling to provide such technologies to the Company,

Advertising revenue may be lower than anticipated. The Company anticipates that it wil
receive fixed monthly amounts from scme advertisers and will participate in advertisers’
affiliate programs where the Company receives fees based on a percentage of the
advartisers' salas of praducts and sarvices to cliants. While tha Campany anticipates that
its fixed rates will be competitive and Lhe average amount of fees received from affillate
programs will equal the fixed fees, the concept of advertising on a business application
i relatively naw and untasted. Advertisers may not achiave sufficient results working
with the Company ta continue advertising lang-term. If advertisers do nat genarata
sufficient business from the Company's clients, they may not continue to pay for
advertising. The Company may not be able to sufficiently replace lost advertisers, and
thus, may not rec ated levels of advertising revenue.

& anti

The costs to acquire advertisers may be higher than anticipated. The Company
anticipates having certain costs related to paying sales staff and marketing its products
to advertisers, IF the costs of acauiring new advertisers is areater than anticipated. it will
greatly affect profitability.

The rate of acquiring new advertisers may be slower than anticipated. The Company
believes that its ability Lo bacome profitable will be dependent on generating advertising
revenue sufficiant to excead costs of operation and growing s client base to such
numbers as to be attractive to advertisars and justify the level of fees requirad from the
advertisers. Even if the client base grows rapidly. the concept of selling advertising to
appear within & business application is relatively new and untested

The rate and acceleration of client acquisition may be slower than anticipated. The
Company receives some revenue from its client base, and if lient grawth is slower than
anticipated, revenue growth will be slower than anticinated. Further, the Company's
business model relies largely on adivertising for future revenue. The larger the Company’s
client base, tha more attractive the Company expects to be 1o advertisers. A slow clignt
growth rate will significantly affect advertising ravenue.

The cest of acaulring new clisnts may be hicher than anticipated. The Company has
acquired new clients through web searches, "Google Adwords,” referrals from current
clients, referrals from accountants, insurance agencies and ather third parties, and other
promational mathads. Each acquisition mathod has differant associated anticipated
costs. If client acquisition cests are higher than anticipated. it will significantly affect the
Company's profitability.

The payroll processing industry Is competitive. Tha Company Is focused on servicing
small-sized businesses based on the growth potential that we believe exists in that
market. We estimate that there are 25+ million adcressale businesses in geographic
markets that we serve. The market fer payrell services is highly competitive and
fragmented. Qur competitars Include national, Internatianal, reglonal, local and onling
service providers. In addition to traditional payroll processing service providers, we
compate with In-house payroll systems, and we find that we are often the first payroll
sarvice company thal a small business uses. Cempatition in the payroll processing
industry is primarily basad on service respansiveness, product guality and reputation,
including ease of use and accessibility of technology, breadth of service and product
afferings, and price. We belleve that we are competitive in those areas and that our ease
of use and price distinguish us from our competitors.

©Our business model is ungroven. Our business madel, which includes provicing 2 frez or
low-cost payrall service and create ravenue by selling ad space In our software program
is unproved by us and unproven in our industry. There can be no assurance that we wil
be able to obtain any new paying nts or advertisement partners or if we do obtain
new clients and advertisement partners, there is no assurance that we will obtain enough
to bacome profitatle. Therefare, investors must racagniza that, notwithstanding the
Company's abjective 1o become profitable, Lhe Company may be unable Lo preserve the
investors' capital. Investors therefore must recagnize that the risk of loss may be oreater,
in the case of an investment in the Company, than would be presented by alternative
investment opportunities.

The per share purchase price of the Shares has was not determined through an arms’
length negotiation and no third-party has been engaged Lo determine the fair market
walue of the Shares. The Company established the orice per Share based on its own
analysls of tha valuatinns of other companies engaged in similar lines of business. The
purchase price per Share In this Offaring has nat been the subject of arms' lonath
negetiations and the Company has not retained any third party to perform an analysis of
the fair market value of the Company or the Shares. To determine a valuation for the
Company, we caleulated the value per client for several other payroll service companies
(valuation divided by number of clients). For ADP, the largest payroll company, that
value is $80,000 per client.(1) For Paychex; the value per clientis $40,000.(2) For
Guste, which is not yat publicly traded, the valus (set by Lhe latest vanture capital
investments, now totaling aver $500 M) is $33,000 per client.(4) We believe that this
valuation method is reasonable but we have not retained any third-party expert to
review or validate it

1) ADP Market Cap a3 of March 5, 2030 was $69.37 Billion, with 775,500 clients
reported in the 2013 Annual Report. (2) Paychex Market Cap as of August 1, 2019 was
528.43 Billion, with 670,000 clients reported in the 2019 Annual Report. (3) Gusto
recently received an additional Venture Capital investment of $200 Million, bringing the
total VC Investment to $510 Million, and a valuation of $3,8 Blllion, according to Finovate.
Gusta Indicates on 115 website that it serves 100,000 clients

Management has performed an analysis of our ability to cantinue as a going concern.
Based on thair assessmant, management has raised concerns about aur abllity to
continue as a going concern. W have raised ST13,471 in net proceeds from our crovwd-
fundad debt finaneing and S95,450 in nat proceeds frem our private-placement equity
financing and have korrowad 51,663,740 from a Galaxy Hosted Software LLC (“Galaxy™),
a party related by common majority awnership and commen management since the
inception of the Company. Our ability to continue as a going cancern will depend on our
ability to obtain additional financing. Adeitional capital or debt financing may not be
available on reasonable terms, or at all. If adequate financing is net available, we would
he reguired to terminate or significantly curtail our operations.

The Shares have not be recommended or approved by any fecleral or state securities
compmission or reguiatory authority. In making an investment decision, Investors must
rely on their own sxamination of the issuer and the Larms of the offering, Including the
merits and risks involved. Furthermore, these authorities have not passed upon the
accuracy or adeduacy of this document, Nelther the U.S, Securities and Exchange
Commission nor any state securities commission has passed upan the merits af any
securities offered or the terms of the offering. nor have they passed upon the accuracy
ar completeness of any offering document o literature. The Shares are being offered
under axemptions from US. federal registration and state ragistration; howaver, neithor

the U.S. Securities and Exchange Cammission nor any stale securities commission has
not made an independent determination that these Shares are exempt from registration,

Description of Securitles for Prior Reg CF Ralse

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
Interast of the Invastar in the Company. Tha Investar may hava tha sppartunity to
Incranse its Investment in the Company In such a transaction, but such appartunity
cannol be assured. The emount of additienal financing needed by the Company, if any,
will depend upon the maturity and objectives of the Company. The declining of an
apportunity or the Inability of the Investor ta make a follaw-on investmant. ar 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 sacurl
securities fram shareholders, wh

Tha Company may have authority to repurchass its
h may serve to decrease any liquidity in the market for
such securities, decrease the percentage interests held by other similarly situated
investars Lo the Investar, and create pressure on the Investor to sell ts securlties Lo the
Company concurrently.

A sale of the issuer or of assets of the issuer, As 8 minerity awner of the Company, the



Investor will have limited or no ability te influence a potential sale of the Company or a
substantial portion of its assets. Thus, th Investor will raly upan the executive
management of the Campany and the Board of Directors of the Company ta manage the
Company 0 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 astimate of tha value remalning in the Company, will be equal to ar exceed the
walue of the Investor's initial investment in the Company.

Iransactions with related parties. The Investor should be aware that there will be
accasions when the Company may encountar polential conflicts of interest in its
aperations. On any issue invalving eonflicts of interest, the executive management and
Board of Directors of the Company will be guided by their gocd faith judgement as to
the Company’s best interests. The Company may engage in transactions with affilistes,
subsidiaries or ather 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 sharenolders. By acquiring an interest in the Company, the Investor will be deemed to
have acknowledged tha existanca of any such actual oF patential conflicts of intarest and
te have waived any claim with respect 1o any liability arising from the existence of any
such conflict of interest.

Minority Ownership

An Investor in the Company will likely hald a minority position in the Company, and thus
e limited as to its ability to cantrol or influence the gavernance and cperations of the
Company.

The matketability and value of the Investor's interest in the Company will depend upan
many factors outside the control of the Investor, The Company will be managed by its
afficers and be governed in accardance with the strategic direction and dacision-making
of its Board Of Directors, and the |nvestor will have na independent right to name or
remove an officer or member of the Board Of Directors of the Company.

Follawing Lhe Investor's investment in the Company, the Company may sell interests o
additional investors, which will dilute the pereentage interest of the Investor in the
Company. The Invester may have the opeartunity o Increase Its Investment in the
Campany in such a transaction, bul such opportunity Gannol be assured.

The amaount of additional financing needed by the Cempany, If any, will depend upon the
maturity and objectives of the Company. The declining of an epportunity or the inability
af the Investor Lo make a follow-an investment, or the lack of an apportunity le make
such a follow-on investment, may resuit in substantial dilution of the Investor's interast in
the Company,.

Exercise of Rights Held by Principal Shareholders

A holders of 2 majority-in-interest of voting rights in the Company, the shareholders
may make dacisions with which tha Invastor disagraas, or that nagativaly affect tha
valua of the Invastor's sacuritias in the Company, and the Invas il have no racaurse
to change these decisions. The Investor's interests may conflict with those of other
investors, and there is no guarantee that the Company will develop in a way that is
aptimal for ar advantageous (o the Investor. For example, the shareholders may change
the terms of the articlas of incorporation for the company, change the terms of sacurities
issued by the Company, change the management of the Company, and even forca out
minarity holders of securities, The sharehelders may make changes that affect the tax
treatment of the Company in ways thal are unfavorabile Lo you bul favarable Lo Lhem.
They may &lso vote to engage in new offerings and/or to register certain of the
Company's securities in & way that nagatively affects the value of the sacuritios the
Invastor awns. Other halders of securitias of the Company may also have access to moro
information than the Invester, leaving the Investor at a disadvantage with respect Lo any
decisions regarding the securities he or she owns. The sharehclders have the right te
radeam their securities at any time. Shareholders could decide to force tha Company to
redeem Lheir securities at a time that is not favorable to the Investor and is damaging to
the Company. Investors’ exil may affect the value of the Company and/or its viability. In
cases whera the rights of holders of convertible debt, SAFES, or other outstanding
aptions ar wartants are exercised, of if new awards are granted under aur aquity
compensation plans, an Investor's interests in the Company mey be diluted. This mesns
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 diseussed above, If & majerity-in-interest of halders of sec
rights cause the Company to issue additional stock, an Investor's interast will typically
also be diluted
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Restrictions on Transfer

The securities offered viz Regulation Crowcfunding may not be transferred by any
purchaser of such securities during the ane year perlod baginning when the securities
were issuad, unless such securities are transferrad:

- to the Issuer;
- 1o an accredited investor®
- =5 part of an offering registered with the U.S. Securities and Exchiange Commission; or

- to a member of the family of the purchaser or the equivalent. to & trust contrelled by
the purchaser, Lo a trust created for the benefit of a member of the family of the
purchaser or the aguivalent, or in connection with the death or divorce of the
purchaser or ather similar circumstance.

Valuation Methodology for Prior Reg CF Raise

The offering price for the sacurities offered pursuant to this Form C has been
determinad arbitrarily by the Company, and doas not necessarily bear any relationship to
tha Company's book valus, assets, earnings ar other genarally accented 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 b indicative of
the actual value of the securities offerad heraby.

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

- unrelated third party valuations of our commen stock;

- the price at which we sell other securities, such as convertibi
in light of the rights, preferences and privileges of our those secur
of our camimon stock;

debt or preferred stock,
s relative Lo those

- our resu

s of pperatiens, financial pesition and capital resources:

- current business cenditions and projectians,

- the lack of marketability of our commen stock;

- the hiring of key personnel and the experience of our management;

- the introduction of new products:

- the risk inharent in the deveiopment and expansion of sur products;

- aur stage of davelapment and material risks related ta aur 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;

- overall econamic Indicalors, including gross domestic praduct, emplayment, inflation
and interest rates; and

- the general economic outlook.

We will analyze factors such as those described above using 2 combinatien of financial
and market-based methadologies to determine our business enterprise value. For
example, we may use methodologies that assume that businasses operating in the same
industry will share similar characteristics and that the Company’s value will correlate to
those charactaristics, and/or methodalogies that compare transactions in similar
securities issued by us that were conducted in the market.

Company

Payrall4Fres com, Inc,
- Delaware Corporation



- Organized January 2018
- 10 employees

235297 Commerce Park
Beachwood OH 44122

http:/www.payrolldfree.com

Business Description

Refer ta the PayralldFrae.com Inc. profile.

EDGAR Filing

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

Compllance with Prior Annual Reports

PayrolldFree.com Inc. has previously not complied with the reporting requirements
under Rule 202 of Regulation Crowdfunding.

Delzyed Annual Regort Filing

Al prior Investor updates

You ean refer o the company’s updates page Lo view all updates to date. Updates ara
far investers only and will require you to log in to the Wefunder azcount used to make
tha invastment.

Say Hello

Questions? Ideas? Love Letters?

Say somethi

j nice....
SUBMIT COMMENT

. Youre pratty raar

You're the first ane herel
Early people don’t usually get a prize, so here's a love letter from us.



