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To the Board of Directors of
Miso Robotics, Inc.
Pasadena, California

INDEPENDENT AUDITOR’S REPORT
 

Opinion
 
We have audited the accompanying consolidated financial statements of Miso Robotics, Inc. and subsidiary (Ally Robotics, Inc.,
through the deconsolidation date) (collectively, the “Company”) which comprise the consolidated balance sheets as of December 31,
2023 and 2022, and the related consolidated statements of operations, stockholders’ equity, and cash flows for the years then ended,
and the related notes to the consolidated financial statements.
 
In our opinion, the consolidated financial statements referred to above presents fairly, in all material respects, the consolidated
financial position of the Company as of December 31, 2023 and 2022, and the results of its consolidated operations and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of America.
 
Basis for Opinion
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America (GAAS). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are required to be independent of the Company and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.
 
Substantial Doubt About the Company’s Ability to Continue as a Going Concern
 
The accompanying consolidated financial statements have been prepared assuming that the Company will continue as a going concern.
As described in Note 2 to the consolidated financial statements, the Company has not generated profits since inception and has
sustained net losses of $24,452,313 and $45,423,112 for the years ended December 31, 2023 and 2022, respectively, and has incurred
negative cash flows from operations for the years ended December 31, 2023 and 2022. As of December 31, 2023, the Company had an
accumulated deficit of $113,692,917 and cash of $6,849,946, relative to negative operating cash flows of $22,804,413 in 2023. These
factors, among others, raise substantial doubt about the Company’s ability to continue as a going concern. Management’s plans in
regard to these matters are also described in Note 2. The consolidated financial statements do not include any adjustments that might
result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter.
 
Responsibilities of Management for the Consolidated Financial Statements
 
Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the consolidated financial statements that is free from material
misstatement, whether due to fraud or error.
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In preparing the consolidated financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going concern within one year
after the date that the consolidated financial statements are available to be issued.
 
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
 
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards will always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based on the
consolidated financial statements.
 
In performing an audit in accordance with generally accepted auditing standards, we:
 

Exercise professional judgment and maintain professional skepticism throughout the audit.
 

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

 
Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, no such opinion is expressed.

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

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

 
We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of
the audit, significant audit findings, and certain internal control related matters that we identified during the audit.
 
/s/ Artesian CPA, LLC
 
Artesian CPA, LLC
Denver, Colorado
April 29, 2024
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INDEPENDENT AUDITOR’S REPORT

 
MISO ROBOTICS, INC.

 
CONSOLIDATED BALANCE SHEETS

 
  December 31,  
  2023   2022  
ASSETS       
Current assets:         

Cash and cash equivalents  $ 6,849,946  $ 8,208,837 
Accounts receivable, net   12,750   87,700 
Inventory   779,500   2,308 
Deposit - current   100,801   115,001 
Prepaid expenses and other current assets   73,053   233,386 
Other receivables   7,881   - 
Assets per discontinued operations, current   -   2,474,638 

Total current assets   7,823,931   11,121,870 
Property and equipment, net   962,119   1,329,036 
Operating lease right of use assets, net   872,571   4,714,470 
Finance lease right of use assets, net   5,786,376   5,799,640 
Restricted cash   -   1,174,489 
Deposits and other assets   226,297   805,634 

Total assets  $ 15,671,294  $ 24,945,139 
         
LIABILITIES AND STOCKHOLDERS' EQUITY         
Current liabilities:         

Accounts payable  $ 825,534  $ 3,641,377 
Accrued expenses and other current liabilities   356,644   361,313 
Operating lease right of use liabilities, current portion   407,162   887,198 
Finance lease right of use liabilities, current portion   2,097,860   1,721,760 
Liabilities per discontinued operations, current   -   582,299 

Total current liabilities   3,687,200   7,193,947 
Operating lease right of use liabilities   530,808   3,887,988 
Finance lease right of use liabilities   2,140,859   3,727,051 
Liabilities per discontinued operations   -   241,053 

Total liabilities   6,358,867   15,050,039 
         
Commitments and contingencies         
         
Stockholders' equity:         

Series A-1 preferred stock, $0.0001 par value, 11,056,183 and 0 shares authorized as of
December 31, 2023 and 2022, respectively, 3,015,323 and 0 shares issued and outstanding as
of December 31, 2023 and 2022, respectively, liquidation preferences of $15,000,000 and $0
as of December 31, 2023 and 2022, respectively   301   - 

Undesignated preferred stock, $0.0001 par value, 628,619 shares authorized as of December
31, 2023   -   - 

Common stock, $0.0001 par value, 80,000,000 shares authorized; 42,874,850 and 41,516,589
shares issued and outstanding as of  December 31, 2023 and 2022, respectively 75,469 and
43,750 shares unvested as of December 31, 2023 and 2022, respectively   4,287   4,151 

Additional paid-in capital   123,333,734   109,144,939 
Subscription receivable   (29,072)   (4,272,401)
Loan and interest receivable, related parties   (303,906)   (741,800)
Accumulated deficit   (113,692,917)   (94,378,371)

Total stockholders' equity attributable to Miso Robotics stockholders   9,312,427   9,756,518 
Noncontrolling interests   -   138,582 



Total stockholders' equity   9,312,427   9,895,100 
Total liabilities and stockholders' equity  $ 15,671,294  $ 24,945,139 

 
See Independent Auditor’s Report and accompanying notes, which are an integral part of these consolidated financial statements.
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MISO ROBOTICS, INC.
 

CONSOLIDATED STATEMENTS OF OPERATIONS
 

  Year Ended  
  December 31,  
  2023    2022  

Net revenue  $ 492,570  $ 272,850 
Cost of net revenues   1,254,846   599,266 
Gross loss   (762,276)   (326,416)
         
Operating expenses:         

Research and development   9,986,149   18,613,774 
Sales and marketing   571,222   10,087,687 
General and administrative   10,375,269   10,624,781 

Total operating expenses   20,932,640   39,326,242 
         

Loss from operations   (21,694,916)   (39,652,658)
         

Other income (expense):         
Interest expense   (727,483)   (173,321)
Interest income   593,559   178,697 
R&D tax credit income   1,489,029   - 
Loss on terminations of operating leases, net   (866,452)   - 
Other income   7,918   2,078 

Total other income (expense), net   496,571   7,454 
         

Provision for income taxes   -   - 
Net loss from continuing operations   (21,198,345)   (39,645,204)

         
Discontinued operations:         

Loss from discontinued operations   (4,131,750)   (5,777,908)
Gain on deconsolidation of subsidiary   877,782   - 

Net loss from discontinued operations, net of tax   (3,253,968)   (5,777,908)
         

Net loss  $ (24,452,313)  $ (45,423,112)
         

Net loss attributable to noncontrolling interests   (1,245,859)   (2,521,786)
Net loss attributable to Miso Robotics Inc. stockholders  $ (23,206,454)  $ (42,901,326)

         
Weighted average common shares outstanding - basic and diluted      42,195,720       12,193,121  

         
Net loss per common share attributable to Miso Robotics stockholders - basic and diluted
(continuing operations)  $ (0.50)  $ (3.52)

         
Net loss per common share attributable to Miso Robotics stockholders - basic and diluted
(discontinued operations)  $ (0.05)  $ (0.47)

         
Net loss attributable to Miso Robotics Inc. stockholders         

Net loss from continuing operations  $ (21,198,345)  $ (39,670,460)
Net loss from discontinued operations, net of tax   (2,008,109)   (3,230,866)

  $ (23,206,454)  $ (42,901,326)
 



See Independent Auditor’s Report and accompanying notes, which are an integral part of these consolidated financial statements.
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MISO ROBOTICS, INC.

 
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

 
                          Total        
                          Stockholders'        
  Series A-1         Additional      Loan and Interest     Equity Attributable     Total  
  Preferred Stock   Common Stock   Paid-in   Subscription  Receivable,   Accumulated   Miso Robotics   Noncontrolling  Stockholders' 
  Shares   Amount  Shares   Amount  Capital   Receivable   Related Parties   Deficit   Stockholders   Interests   Equity  
Balances at
December 31,
2021   -  $ -   12,165,650  $ 1,216  $ 66,182,996  $ (1,188,848)  $ -  $ (51,477,045)  $ 13,518,688  $ (50)  $ 13,518,638 
Issuance of
Series D
preferred stock   -   -   -   -   161,139   1,188,848   -   -   1,349,987   -   1,349,987 
Issuance of
Series E
preferred stock   -   -   -   -   36,269,524   (629,844)   -   -   35,640,027   -   35,640,027 
Issuance of
common stock of
subsidiary   -   -   -   -   7,074,485   (3,642,557)   -   -   3,431,928   2,660,418   6,092,346 
Issuance of loan,
and interest to
related party, net
of repayments   -   -   -   -   -   -   (741,800)   -   (741,800)   -   (741,800)
Exercise of stock
options   -   -   94,618   9   91,834   -   -   -   91,843   -   91,843 
Conversion of
Series A, B, C, D
and E preferred
stock into
common stock   -   -   29,291,321   2,929   (2,213)   -   -   -   -   -   - 
Forfeitures of
restricted
common stock   -   -   (35,000)   (3)   3   -   -   -   -   -   - 
Stock-based
compensation
expense   -   -   -   -   996,542   -   -   -   996,542   -   996,542 
Warrants issued
for services   -   -   -   -   106,462   -   -   -   106,462   -   106,462 
Offering costs   -   -   -   -   (1,735,833)   -   -   -   (1,735,833)   -   (1,735,833)
Net loss   -   -   -   -   -   -   -   (42,901,326)   (42,901,326)   (2,521,786)   (45,423,112)
Balances at
December 31,
2022   -   -   41,516,589   4,151   109,144,939   (4,272,401)   (741,800)   (94,378,371)   9,756,518   138,582   9,895,100 
Issuance of
Series A-1
preferred stock
and warrants   3,015,323   301   -   -   15,014,699   -   -   -   15,015,000   -   15,015,000 
Equity
transactions of
deconsolidated
subsidiary   -   -   -   -   (1,183,897)   1,642,557   -   -   458,660   383,892   842,552 
Issuance of
common stock   -   -   1,265,425   127   6,205,096   -   -   -   6,205,223   -   6,205,223 
Offering costs   -   -   -   -   (632,782)   -   -   -   (632,782)   -   (632,782)
Exercise of stock
options   -   -   92,836   9   91,467   -   -   -   91,476   -   91,476 
Collection of
subscription
receivable   -   -   -   -   -   600,772   -   -   600,772   -   600,772 
Collection of
loan and interest
from related
party, net of
additional loan
fee   -   -   -   -   -   -   437,894   -   437,894   -   437,894 
Stock-based
compensation
expense   -   -   -   -   525,312   -   -   -   525,312   -   525,312 
Warrants issued
for services and
lease payments   -   -   -   -   59,488   -   -   -   59,488   -   59,488 
Net loss from
discontinued
operations   -   -   -   -   -   -   -   (2,008,109)   (2,008,109)   (1,245,859)   (3,253,968)
Deconsolidation   -   -   -   -   (5,890,588)   2,000,000   -   3,891,908   1,320   723,385   724,705 
Net loss from
continuing
operations   -   -   -   -   -   -   -   (21,198,345)   (21,198,345)   -   (21,198,345)
Balances at
December 31,
2023   3,015,323  $ 301   42,874,850  $ 4,287  $123,333,734  $ (29,072)  $ (303,906)  $(113,692,917)  $ 9,312,427  $ -  $ 9,312,427 

 
See Independent Auditor's Report and accompanying notes, which are an integral part of these consolidated financial statements.
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MISO ROBOTICS, INC.

 
CONSOLIDATED STATEMENTS OF CASH FLOWS

 
  Year Ended  
  December 31,  
  2023   2022  
Cash flows from operating activities:         
Net loss  $ (24,452,313)  $ (45,423,112)
Loss from discontinued operations   4,131,750   5,777,908 
Gain on deconsolidation of subsidiary   (877,782)   - 
Adjustments to reconcile net loss to net cash used in operating activities:         

 Stock-based compensation expense   525,312   996,542 
 Warrants issued for services and lease payments   59,488   106,462 
 Services performed in connection with future equity obligations            -   241,053 
 Loan origination fee            (10,000)   (25,000)
 Bad debt expense   167,837   21,600 
 Depreciation   368,373   410,809 
 Loss on disposal of property and equipment   -   2,120 
 Amortization of right of use assets   2,701,617   1,577,104 
 Gain on terminations of operating leases   (255,242)   - 

Changes in operating assets and liabilities:         
 Accounts receivable   39,350   (77,650)
 Inventory    (777,192)   728,872 
 Prepaid expenses and other current assets   160,333   (63,297)
 Interest receivable - current   (89,737)   - 
 Other receivables   (140,118)   - 
 Deposit - current   14,200   134,039 
 Interest receivable, related party   -   (66,800)
 Accounts payable   (2,815,843)   1,452,805 
 Accrued expenses and other current liabilities   (4,669)   187,121 
 Operating lease right of use liabilities, net   (676,139)   (717,721)

 Net cash used in operating activities - continuing   (21,930,775)   (34,737,145)
 Net cash used in operating activities - discontinued   (873,638)   (7,670,249)
 Net cash used in operating activities   (22,804,413)   (42,407,394)

Cash flows from investing activities:         
Purchases of property and equipment   (1,456)   (958,962)
Issuance of loan to related parties   -   (1,500,000)
Cash received from loan repayments   537,631   850,000 
Deposits and other assets   579,337   - 

 Net cash provided by (used in) investing activities - continuing   1,115,512   (1,608,962)
 Net cash provided by (used in) investing activities - discontinued   (4,999)   - 
 Net cash provided by (used in) investing activities   1,110,513   (1,608,962)

Cash flows from financing activities:         
Repayment of finance lease right of use liabilities   (2,962,381)   (1,149,495)
Security deposit from leased equipment   -   (631,718)
Proceeds from issuance of Series A-1 preferred stock and preferred stock warrants   15,015,000   - 
Proceeds from issuance of Series D preferred stock   -   161,139 
Proceeds from issuance of Series E preferred stock   -   35,640,027 
Proceeds from issuance of common stock   6,205,223   - 
Collection of subscription receivable   600,772   1,188,848 
Exercise of stock options   91,476   91,843 
Offering costs   (632,782)   (1,735,833)
Proceeds from sale of subsidiary   660   - 

 Net cash provided by financing activities - continuing   18,317,968   33,564,811 
 Net cash provided by financing activities - discontinued   842,552   6,092,346 



 Net cash provided by financing activities   19,160,520   39,657,157 
Net change in cash, cash equivalents and restricted cash   (2,533,380)   (4,359,199)
Cash, cash equivalents, and restricted cash at beginning of year   9,383,326   13,742,525 
Cash and cash equivalents at end of year  $ 6,849,946  $ 9,383,326 
         
Supplemental disclosure of cash flow information:         
Cash paid for income taxes  $ -  $ - 
Cash paid for interest  $ -  $ 57,393 
Restricted cash forfeited due to termination of an operating lease  $ 1,121,694  $ - 
         
Supplemental disclosure of non-cash financing activities:         
Subscription receivable on Series E preferred stock  $ -  $ 629,844 
Subscription receivable on common stock  $ -  $ - 
SAFEs issued for services  $ -  $ 241,053 
Recognition of finance lease right of use asset  $ 1,752,289  $ 6,598,307 
Lease liability arising from obtaining finance lease right of use asset  $ 1,752,289  $ 6,598,307 
         
Supplemental disclosure of non-cash investing activities:         
Interest capitalized to loan receivable, related party  $ 119,033  $ - 
         
Supplemental disclosure of non-cash operating activities:         
Warrants issued as payment for operating lease liability  $ 50,000  $ 40,000 
Recognition of operating lease right of use asset  $ 2,538,199  $ 5,492,907 
Lease liability arising from obtaining operating lease right of use asset  $ 2,538,199  $ 5,492,907 
Derecognition of operating lease right of use assets due to termination  $ 5,444,034  $ - 
Derecognition of operating lease right of use liabilities due to termination  $ 5,699,276  $ - 
 

See Independent Auditor’s Report and accompanying notes, which are an integral part of these consolidated financial statements.
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MISO ROBOTICS, INC.

 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
1. NATURE OF OPERATIONS
 

Miso Robotics, Inc. (the “Company”) was incorporated on June 20, 2016 as Super Volcano, Inc. under the laws of the State of
Delaware. The Company changed its name to Miso Robotics, Inc. on October 3, 2016. The Company develops and manufactures
artificial intelligence-driven robots that assist chefs to make food at restaurants. The Company is headquartered in Pasadena, California.
 

In November 2021, the Company became a founding stockholder in Ally Robotics, Inc., (“Ally”) a Delaware corporation whereby
the Company was issued 6,600,000 shares of Ally’s common stock in exchange for a 93% interest in Ally. As such, Ally became a
subsidiary of the Company (see Note 3). Ally was formed to build affordable, safe, lightweight, and smart robotic arms for the
restaurant industry. Through August 31, 2023, the Company held a 55.92% interest in Ally. On September 1, 2023, Miso disposed of all
of its Ally shares in exchange for a cash payment of $660 and renegotiation of an existing note receivable into a $1,336,742 note
receivable from Ally that is due and payable on August 31, 2026. Following this, Miso held no equity or other controlling interest in
Ally. Ultimately, the intent of the August 31, 2023 divestiture is to allow Ally’s founders to try to salvage any value they can while also
potentially benefiting Miso’s shareholders by allowing Miso to hold a security interest in Ally’s assets until the $1,336,742 note
receivable is paid in its entirety.
 
2. GOING CONCERN
 

The Company has evaluated whether there are certain conditions and events, considered in the aggregate, that raise substantial
doubt and the Company’s ability to continue as a going concern within one year after the date that the consolidated financial statements
are issued.
 

The accompanying consolidated financial statements have been prepared on a going concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. The Company has not generated profits since
inception, has sustained net losses of $24,452,313 and $45,423,112 for the years ended December 31, 2023 and 2022, respectively, and
has incurred negative cash flows from operations for the years ended December 31, 2023 and 2022. As of December 31, 2023, the
Company had an accumulated deficit of $113,692,917 and cash of $6,849,946, relative to negative operating cash flows of $22,804,413
in 2023. These factors, among others, raise substantial doubt about the Company’s ability to continue as a going concern. The
Company’s ability to continue as a going concern for the next twelve months is dependent upon its ability to generate sufficient cash
flows from operations to meet its obligations, which it has not been able to accomplish to date, and/or to obtain additional capital
financing. On March 27, 2024, the Company completed a Regulation D offering of Common Stock and issued 240,454 shares for gross
proceeds of $1,195,056. In connection with the raise, the Company incurred issuance costs of approximately $22,560. The Company
issued the shares at a price per share of $4.97. No assurance can be given that the Company will be successful in these efforts. The
consolidated financial statements do not include any adjustments relating to the recoverability and classification of recorded asset
amounts or the amounts and classification of liabilities that might be necessary should the Company be unable to continue as a going
concern.
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 

Basis of Presentation
 

The accounting and reporting policies of the Company conform to accounting principles generally accepted in the United States of
America ("GAAP"). The Company’s fiscal year is December 31.
 

Principles of Consolidation
 

These consolidated financial statements include the accounts of Miso Robotics and Ally since November 30, 2021 until August 31,
2023. All inter-company transactions and balances have been eliminated in consolidation.
 

Derecognition of Ally
 

The Company accounted for its disposal of its equity interests in Ally under ASC 810-10-40-5 whereby the parent shall account for
the deconsolidation of a subsidiary or derecognition of a group of assets specified in paragraph 810-10-40-3A by recognizing a gain or



loss in net income/(loss) attributable to the parent, measured as the difference between a) the aggregate of all of the following: 1. The
fair value of any consideration received; 2. The fair value of any retained noncontrolling investment in the former subsidiary or group
of assets at the date the subsidiary is deconsolidated, or the group of assets is derecognized; 3. The carrying amount of any
noncontrolling interest in the former subsidiary (including any accumulated other comprehensive income attributable to the
noncontrolling interest) at the date the subsidiary is deconsolidated, and b) the carrying amount of the former subsidiary’s assets and
liabilities or the carrying amount of the group of assets.
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MISO ROBOTICS, INC.

 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
Stock Split

 
On January 11, 2022, the Company effected a 7-for-1 forward stock split of its authorized, designated, issued and outstanding

shares of common stock. Accordingly, all share and per share amounts of the Company for all periods presented in the accompanying
consolidated financial statements and notes thereto have been adjusted retroactively, where applicable, to reflect this stock split.
 

Use of Estimates
 

The preparation of the Company’s consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at
the date of the consolidated financial statements, and the reported amounts of revenues and expenses during the reporting period.
Significant estimates and assumptions reflected in these consolidated financial statements include, but are not limited to, the valuations
of common stock, stock options and lease accounting inputs. The Company bases its estimates on historical experience, known trends
and other market-specific or other relevant factors that it believes to be reasonable under the circumstances. On an ongoing basis,
management evaluates its estimates when there are changes in circumstances, facts and experience. Changes in estimates are recorded
in the period in which they become known. Actual results could differ from those estimates.
 

Concentrations of Credit Risk
 

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash and cash
equivalents. The Company generally maintains balances in various operating accounts at financial institutions that management
believes to be of high credit quality, in amounts that may exceed federally insured limits. As of December 31, 2023 and 2022, the
Company had cash of $6,365,177 and $10,175,451, respectively, in excess of federally insured limits.
 

Cash and Cash Equivalents
 

The Company considers all highly liquid investments with maturities of three months or less at the date of purchase to be cash
equivalents subjecting the Company to significant credit risks.
 

The Company established a letter of credit to one of its banks amounting to $1,174,489. This letter of credit is a requirement of one
of its operating lease agreements. In August 2023, the Company terminated the related operating lease, as a result the $1,121,694 was
forfeited in favor of the lessor. The remaining balance of $52,795 was transferred to unrestricted bank account. Restricted cash as of
December 31, 2023 and 2022 was $0 and $1,174,489, respectively, which was included as non-current restricted cash on the
consolidated balance sheet.
 

Fair Value Measurements
 

Certain assets and liabilities of the Company are carried at fair value under GAAP. Fair value is defined as the exchange price that
would be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants on the measurement date. Valuation techniques used to measure fair
value must maximize the use of observable inputs and minimize the use of unobservable inputs. Financial assets and liabilities carried
at fair value are to be classified and disclosed in one of the following three levels of the fair value hierarchy, of which the first two are
considered observable and the last is considered unobservable:
 

Level 1—Quoted prices in active markets for identical assets or liabilities.
 

Level 2—Observable inputs (other than Level 1 quoted prices), such as quoted prices in active markets for similar assets or
liabilities, quoted prices in markets that are not active for identical or similar assets or liabilities, or other inputs that are
observable or can be corroborated by observable market data.

 
Level 3—Unobservable inputs that are supported by little or no market activity that are significant to determining the fair
value of the assets or liabilities, including pricing models, discounted cash flow methodologies and similar techniques.
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MISO ROBOTICS, INC.

 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
The carrying values of the Company’s assets and liabilities approximate their fair values.

 
Accounts Receivable

 
Accounts receivable are derived from products and services delivered to customers and are stated at their net realizable value. Each

month, the Company reviews its receivables on a customer-by-customer basis and evaluates whether an allowance for doubtful
accounts is necessary based on any known or perceived collection issues. Any balances that are eventually deemed uncollectible are
written off against the allowance after all means of collection have been exhausted and the potential for recovery is considered remote.
As of December 31, 2023 and 2022, the Company had an allowance for doubtful accounts of $12,875 and $16,875, respectively.
During the years ended December 31, 2023 and 2022, the Company recorded bad debt expense of $35,600 and $21,600, respectively.
The Company also recorded an allowance and bad debt expense on other receivables of $132,237 during 2023.
 

Inventory
 

Inventory is stated at the lower of cost or market and accounted for using the specific identification cost method. As of
December 31, 2023 inventory consisted of raw materials for future use in building robotic equipment, which is expected to be
reclassified to right of use assets upon commencement of use of this inventory. In 2022, finished goods were transferred to property and
equipment due to a change in management’s intended use of these assets. Management reviews its inventory for obsolescence and
impairment as it is determined necessary.
 

Inventory consists of the following:
 
  December 31,  
  2023   2022  
Raw materials   779,500   2,308 

  $ 779,500  $ 2,308 
 

Property and Equipment
 

Property and equipment are stated at cost less accumulated depreciation and amortization. Depreciation and amortization expense
is recognized using the straight-line method over the estimated useful life of each asset, as follows:
 

  Estimated Useful Life
Computer equipment and software  2 - 3 years
Kitchen equipment  5 years
Furniture and fixtures  5 years
Leasehold improvements  Shorter of lease term or 5 years
Robotic units  Shorter of lease term or 7 years
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MISO ROBOTICS, INC.

 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
Estimated useful lives are periodically assessed to determine if changes are appropriate. Maintenance and repairs are charged to

expense as incurred. When assets are retired or otherwise disposed of, the cost of these assets and related accumulated depreciation or
amortization are eliminated from the consolidated balance sheet and any resulting gains or losses are included in the consolidated
statement of operations loss in the period of disposal.
 

Impairment of Long-Lived Assets
 

The Company continually monitors events and changes in circumstances that could indicate carrying amounts of long-lived assets
may not be recoverable. When such events or changes in circumstances are present, the Company assesses the recoverability of long-
lived assets by determining whether the carrying value of such assets will be recovered through undiscounted expected future cash
flows. If the total of the future discounted cash flows is less than the carrying amount of those assets, the Company recognizes an
impairment loss based on the excess of the carrying amount over the fair value of the assets. Assets to be disposed of are reported at the
lower of the carrying amount or the fair value less costs to sell. The Company did not record any impairment losses on long-lived assets
during the years ended December 31, 2023 and 2022.
 

Subscription Receivable
 

The Company records stock issuances at the effective date. If the subscription is not funded upon issuance, the Company records a
subscription receivable as an asset on the consolidated 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 subscription
is reclassified as a contra account to stockholders’ equity on the consolidated balance sheet.
 

Revenue Recognition
 

The Company adopted ASU 2014-09, Revenue from Contracts with Customers, and its related amendments (collectively known as
“ASC 606”), effective January 1, 2019 using the modified retrospective transition approach applied to all contracts. Therefore, the
reported results for the years ended December 31, 2023 and 2022 reflect the application of ASC 606. Management determined that
there were no retroactive adjustments necessary to revenue recognition upon the adoption of the ASU 2014-09. The Company
determines revenue recognition through the following steps:
 

Identification of a contract with a customer;
Identification of the performance obligations in the contract;
Determination of the transaction price;
Allocation of the transaction price to the performance obligations in the contract; and
Recognition of revenue when or as the performance obligations are satisfied, adjusting for recognition of credits when
performance is recognized unsatisfactorily.

 
Revenue is recognized with the service provided by the hardware and software at the customer location. The Master Service

Agreement specifies the amount that the Company expects in exchange for those services. As a practical expedient, the Company does
not adjust the transaction price for the effects of a significant financing component if, at contract inception, the period between
customer payment and the transfer of goods or services is expected to be one year or less.
 

The Company derives its revenue from hardware installation and hardware and software usage as well as consulting services. Sales
tax is collected on sales in California and these taxes are recorded as a liability until remitted. For the years ended December 31, 2023
and 2022, the Company applied credits totaling $58,535 and $78,200, respectively, against the agreements to reduce the recognized
revenues as consideration to the Company’s customers for unsatisfactory performance on the Company’s agreements.
 

Hardware Installation
 

The Company satisfies its performance obligation and revenue is recorded at the point in time when hardware is installed at the
customer’s location. The Company retains ownership of the installed hardware, including all improvements, enhancements,
modifications, and all intellectual rights thereto. The Company invoices customers upon delivery of the hardware, and payments from



such customers are due upon invoicing.  Installation fees that have been paid but performance obligations have not been satisfied are
recorded as deferred revenue.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
Hardware & Software Usage

 
Hardware & software usage fees are recognized as revenue as the performance obligation is satisfied over time. Revenue is

recognized monthly over the life of the contract. Service fees that have been invoiced or paid but performance obligations have not
been met are recorded as deferred revenue.
 

Hardware
 

The Company changed its revenue model in 2022 such that it no longer intends to have hardware revenue from sales of its
products. The Company no longer intends to sell its hardware and does not expect any revenue from this category going forward.
 

Each product sold to a customer typically represents a distinct performance obligation. The Company satisfies its performance
obligation and revenue is recorded at the point in time when products are installed as the Company has determined that this is the point
that control transfers to the customer. The Company invoices customers upon delivery of the products, and payments from such
customers are due upon invoicing. Orders or set-up fees that have been paid but performance obligations have not been met are
recorded to deferred revenue.
 

Consulting
 

Consulting services are recognized at the point in time when the performance obligation has been completed.
 

Disaggregation of Revenue
 

The following table presents the Company's revenue disaggregated by revenue source:
 

  Year Ended  
  December 31,  
  2023   2022  
Hardware installation fees  $ 126,000  $ 105,550 
Hardware & software usage fees   366,570   167,300 

  $ 492,570  $ 272,850 
 

Significant Judgements
 

The Company estimates warranty claims reserves based on historical results and research and determined that a warranty reserve
was not necessary as of December 31, 2023 and 2022.
 

Contract Balances
 

The Company invoices customers based upon contractual billing schedules, and accounts receivable are recorded when the right to
consideration becomes unconditional. Contract liabilities represent a set-up fee prepayment received from a customer in advance of
performance obligations met.
 

Cost of Net Revenues
 

Cost of net revenues consists primarily of parts used in building machines for lease, tooling and supplies, depreciation of robots
and certain equipment, allocations of facility costs, contractors, freight and delivery, licenses and certifications, and allocations of
personnel time in assembly, installation, and servicing.
 

Advertising and Promotion
 

Advertising and promotional costs are expensed as incurred. Advertising and promotional expense for the years ended
December 31, 2023 and 2022 amounted to approximately $382,000 and $9,653,000, respectively, which is included in sales and



marketing expense.
 

Research and Development Costs
 

Costs incurred in the research and development of the Company’s products are expensed as incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
Concentrations

 
During the years ended December 31, 2023 and 2022, two customers accounted for a total of 86% and 66% of the Company’s

revenue, respectively. As of December 31, 2023 and 2022, two customers accounted for 86% and 88% of the Company’s accounts
receivable, respectively.
 

The Company is dependent on third-party vendors to supply inventory and products for research and development activities and
parts for building products. In particular, the Company relies and expects to continue to rely on a small number of vendors. The loss of
one of these vendors may have a negative short-term impact on the Company’s operations; however, the Company believes there are
acceptable substitute vendors that can be utilized longer-term.
 

Convertible Instruments
 

U.S. GAAP requires companies to bifurcate conversion options from their host instruments and account for them as free-standing
derivative financial instruments according to certain criteria. The criteria include circumstances in which (a) the economic
characteristics and risks of the embedded derivative instrument are not clearly and closely related to the economic characteristics and
risks of the host contract, (b) the hybrid instrument that embodies both the embedded derivative instrument and the host contract is not
re-measured at fair value under otherwise applicable generally accepted accounting principles with changes in fair value reported in
earnings as they occur and (c) a separate instrument with the same terms as the embedded derivative instrument would be considered a
derivative instrument. An exception to this rule is when the host instrument is deemed to be conventional as that term is described
under applicable U.S. GAAP.
 

When the Company has determined that the embedded conversion options should not be bifurcated from their host instruments, the
Company records, when necessary, discounts to convertible notes for the intrinsic value of conversion options embedded in debt
instruments based upon the differences between the fair value of the underlying common stock at the commitment date of the note
transaction and the effective conversion price embedded in the note. Debt discounts under these arrangements are amortized over the
term of the related debt to their stated date of redemption. The Company also records, when necessary, deemed dividends for the
intrinsic value of conversion options embedded in preferred shares based upon the differences between the fair value of the underlying
common stock at the commitment date of the transaction and the effective conversion price embedded in the preferred shares.
 

Accounting for Preferred Stock
 

ASC 480, Distinguishing Liabilities from Equity, includes standards for how an issuer of equity (including equity shares issued by
consolidated entities) classifies and measures on its consolidated balance sheet certain financial instruments with characteristics of both
liabilities and equity.
 

Management is required to determine the presentation for the preferred stock as a result of the redemption and conversion
provisions, among other provisions in the agreement. Specifically, management is required to determine whether the embedded
conversion feature in the preferred stock is clearly and closely related to the host instrument, and whether the bifurcation of the
conversion feature is required and whether the conversion feature should be accounted for as a derivative instrument. If the host
instrument and conversion feature are determined to be clearly and closely related (both more akin to equity), derivative liability
accounting under ASC 815, Derivatives and Hedging, is not required. Management determined that the host contract of the preferred
stock is more akin to equity, and accordingly, liability accounting is not required by the Company. The Company has presented
preferred stock within stockholders' equity.
 

Costs incurred directly for the issuance of the preferred stock are recorded as a reduction of gross proceeds received by the
Company, resulting in a discount to the preferred stock. The discount is not amortized.
 

Deferred Offering Costs
 

The Company complies with the requirements of FASB ASC 340-10-S99-1 with regards to offering costs. Prior to the completion
of an offering, offering costs are capitalized. The deferred offering costs are charged to additional paid-in capital or as a discount to
debt, as applicable, upon the completion of an offering or to expense if the offering is not completed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
Noncontrolling Interests

 
Noncontrolling interests are classified as a separate component of equity in the Company's consolidated balance sheets and

statements of changes in stockholders’ equity. Net income (loss) and comprehensive income (loss) attributable to non-controlling
interests are reflected separately from consolidated net income (loss) and comprehensive income (loss) in the consolidated statements
of comprehensive income (loss) and statements of changes in stockholders’ equity. Any change in ownership of a subsidiary while the
controlling financial interest is retained is accounted for as an equity transaction between the controlling and non-controlling interests.
In addition, when a subsidiary is deconsolidated, any retained noncontrolling equity investment in the former subsidiary will be initially
measured at fair value and the difference between the carrying value and fair value of the retained interest will be recorded as a gain or
loss. As of September 1, 2023, the Company derecognized its noncontrolling interest in Ally. For 2022, the Company recorded a loss of
$2,521,786 attributable to noncontrolling interests.
 

Stock-Based Compensation
 

The Company accounts for stock-based compensation in accordance with ASC 718, Compensation - Stock Compensation. The
Company measures all stock-based awards granted to employees, directors and non-employee consultants based on the fair value on
the date of the grant and recognizes compensation expense for those awards, net of estimated forfeitures, over the requisite service
period, which is generally the vesting period of the respective award. For awards with service-based vesting conditions, the Company
records the expense for using the straight-line method. For awards with performance-based vesting conditions, the Company records
the expense if and when the Company concludes that it is probable that the performance condition will be achieved.
 

The Company classifies stock-based compensation expense in its consolidated statement of operations in the same manner in
which the award recipient’s payroll costs are classified or in which the award recipient’s service payments are classified.
 

The fair value of each stock option grant is estimated on the date of grant using the Black-Scholes option-pricing model. The
Company historically has been a private company and lacks company-specific historical and implied volatility information for its stock.
Therefore, it estimates its expected stock price volatility based on the historical volatility of publicly traded peer companies and expects
to continue to do so until such time as it has adequate historical data regarding the volatility of its own traded stock price. The expected
term of the Company’s stock options has been determined utilizing the “simplified” method for awards that qualify as “plain-vanilla”
options. The risk-free interest rate is determined by reference to the U.S. Treasury yield curve in effect at the time of grant of the award
for time periods approximately equal to the expected term of the award. Expected dividend yield is based on the fact that the Company
has never paid cash dividends on common stock and does not expect to pay any cash dividends in the foreseeable future. Determining
the appropriate fair value of stock-based awards requires the input of subjective assumptions. The assumptions used in calculating the
fair value of stock-based awards represent management’s best estimates and involve inherent uncertainties and the application of
management’s judgment. As a result, if factors change and management uses different assumptions, stock-based compensation expense
could be materially different for future awards.
 

Income Taxes
 

The Company uses the liability method of accounting for income taxes as set forth in ASC 740, Income 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 years 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, our policy will be 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 where there is less
than 50% likelihood that a tax benefit will be sustained, no tax benefit will be recognized in the consolidated financial statements.
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Year Ended

December 31,  
  2023   2022  

Series A-1 Preferred Stock (convertible to common stock)   3,015,323   - 
Common Stock Warrants   2,766,453   2,735,968 
Preferred Stock Warrants   3,021,542   6,219 
Options to purchase common stock   4,470,991   8,248,236 

Total potentially dilutive shares   13,274,309   10,990,423 

 

 
MISO ROBOTICS, INC.

 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
Net Loss per Share

 
Net earnings or loss per share is computed by dividing net income or loss by the weighted-average number of common shares

outstanding during the period, excluding shares subject to redemption or forfeiture. The Company presents basic and diluted net
earnings or loss per share. Diluted net earnings or loss per share reflect the actual weighted average of common shares issued and
outstanding during the period, adjusted for potentially dilutive securities outstanding. Potentially dilutive securities are excluded from
the computation of the diluted net loss per share if their inclusion would be anti-dilutive. As all potentially dilutive securities are anti-
dilutive as of December 31, 2023 and 2022, diluted net loss per share is the same as basic net loss per share for each year. Potentially
dilutive items outstanding as of December 31, 2023 and 2022 are as follows:
 

 
Leases

 
In February 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standard Update (“ASU”) 2016 02,

Leases (ASC 842). This ASU required a lessee to recognize a right-of-use asset and a lease liability in its balance sheet. The ASU was
effective for annual and interim periods beginning after December 15, 2021. The Company adopted ASC 842 on January 1, 2022 using
the modified retrospective approach. Under this method, the Company elected to apply the new accounting standard only to the most
recent period presented, recognizing the cumulative effect of the accounting change, if any, as an adjustment to the beginning balance
of retained earnings. Accordingly, prior periods have not been recast to reflect the new accounting standard. The cumulative effect of
applying the provisions of ASC 842 had no material impact on accumulated deficit. The Company elected the package of practical
expedients available for existing contracts, which allowed the Company to carry forward our historical assessments of lease
identification, lease classification, and initial direct costs and did not require retrospective application. The Company also elected a
policy to not apply the recognition requirements of ASC 842 for short-term leases with a term of 12 months or less.
 

At the commencement date, the Company classifies each lease either as operating lease or finance lease. A lease is a finance lease
when it meets any of the following criteria:
 

a. The lease transfers ownership of the underlying asset to the lessee by the end of the lease term.
b. The lease grants the lessee an option to purchase the underlying asset that the lessee is reasonably certain to exercise.
c. The lease term is for the major part of the remaining economic life of the underlying asset. However, if the commencement date

falls at or near the end of the economic life of the underlying asset, this criterion shall not be used for purposes of classifying the lease.
d. The present value of the sum of the lease payments and any residual value guaranteed by the lessee that is not already reflected

in the lease payments equals or exceeds substantially all of the fair value of the underlying asset.
e. The underlying asset is of such a specialized nature that it is expected to have no alternative use to the lessor at the end of the

lease term.
 

An operating lease is a lease other than a finance lease.
 

Right-of-use (“ROU”) assets represent the right to use an underlying asset for the lease term and lease liabilities represent the
obligation to make payments arising from the lease. Assets and liabilities arising from a lease are initially measured on a present value
basis. Lease liabilities include the net present value of the following lease payments: (a) fixed payments (including in substance fixed
payments), less any lease incentives, (b) variable lease payments that are based on an index or a rate, (c) the exercise price of an option
to purchase the underlying asset if the lessee is reasonable certain to exercise that option, (d) payments for penalties for terminating the
lease if the lease term reflects the lessee exercising an option to terminate the lease, (e) fees paid by the lessee to the owners of a
special-purpose entity for structuring transaction, and (f) amounts expected to be payable by the lessee under residual value guarantees.



The lease payments are discounted using the interest rate implicit in the lease, if that rate can be determined, or the Company’s
incremental borrowing rate. As most leases do not provide an implicit rate, the Company uses an incremental borrowing rate that is
based on the estimated rate of interest for a collateralized borrowing of a similar asset, using a similar term as the lease payments at the
commencement date. ROU assets are measured at cost comprising the following: (a) the amount of the initial measurement of lease
liability, (b) any lease payments made at or before the commencement date less any lease incentives received, and (c) any initial direct
costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
Lease terms may include options to extend or terminate the lease.

 
Renewal option periods are included within the lease term and the associated payments are recognized in the measurement of the

ROU asset and lease liability when they are at our discretion and considered reasonably certain of being exercised.
 

After the commencement date, the operating lease liability is measured at the present value of the lease payments not yet paid
using the interest rate established at commencement date (unless the rate has been updated after the commencement date). The
operating ROU asset is measured at the amount of lease liability, adjusted for, unless the ROU asset has been previously impaired: a)
prepaid or accrued lease payments, b) the remaining balance of any lease incentives received, and (c) unamortized initial direct costs.
The finance lease liability is measured by increasing the carrying amount to reflect interest on the lease liability and reducing the
carrying amount to reflect the lease payments made during the period. The lessee shall determine the interest on the lease liability in
each period during the lease term as the amount that produces a constant periodic discount rate on the remaining balance of the liability,
taking into consideration the reassessment requirements in. The finance lease ROU asset is measured at cost less any accumulated
amortization and any accumulated impairment losses, taking into consideration the reassessment requirements. The finance lease ROU
asset is being amortized on a straight-line basis, unless another systematic basis is appropriate over its estimated useful life or lease
term, whichever is shorter.
 

Recently Adopted Accounting Pronouncements
 

In August 2020, FASB issued ASU 2020-06, Accounting for Convertible Instruments and Contracts in an Entity; Own Equity
(“ASU 2020-06”), as part of its overall simplification initiative to reduce costs and complexity of applying accounting standards while
maintaining or improving the usefulness of the information provided to users of financial statements. Among other changes, the new
guidance removes from GAAP separation models for convertible debt that require the convertible debt to be separated into a debt and
equity component, unless the conversion feature is required to be bifurcated and accounted for as a derivative or the debt is issued at a
substantial premium. As a result, after adopting the guidance, entities will no longer separately present such embedded conversion
features in equity, and will instead account for the convertible debt wholly as debt. The new guidance also requires use of the “if-
converted” method when calculating the dilutive impact of convertible debt on earnings per share, which is consistent with the
Company’s current accounting treatment under the current guidance. The guidance is effective for financial statements issued for fiscal
years beginning after December 15, 2021, and interim periods within those fiscal years, with early adoption permitted, but only at the
beginning of the fiscal year. The Company adopted ASU 2020-06 on January 1, 2022.
 

In June 2016, the FASB issued ASU No. 2016-13, “Financial Instrument – Credit Losses”. This ASU, and the related ASUs issued
subsequently by the FASB introduce a new model for recognizing credit loss on financial assets not accounted for at fair values through
net income, including loans, debt securities, trade receivables, net investment in leases and available-for-sale debt securities. The new
ASU broadens the information that an entity must consider in developing estimates of expected credit losses and requires an entity to
estimate credit losses over the life of an exposure based on historical information, current information and reasonable supportable
forecasts. The Company adopted this ASU on January 1, 2023, using the modified retrospective approach. The adoption of this ASU
did not have a material impact on the consolidated financial statements as Company’s customers are direct consumers and pay at the
time of purchase.
 

Management does not believe that any other recently issued, but not yet effective, accounting standards could have a material
effect on the accompanying consolidated financial statements. As new accounting pronouncements are issued, the Company will adopt
those that are applicable under the circumstances.
 
4. DISCONTINUED OPERATIONS
 

On September 1, 2023, Miso disposed of all of its Ally shares in exchange for a cash payment of $660. Also as a result of these
negotiations, but not included in the consideration exchanged in the deconsolidation transaction as the note was previously outstanding
in the same amount, was an existing note receivable for $1,336,742 from Ally that is due and payable on August 31, 2026. (“Ally
Note”). The Ally Note earns interest at the rate of 8% per annum, matures on August 31, 2026, and is secured by all of Ally’s assets,
including its intellectual property and inventory. As of December 31, 2023, accrued interest on the Ally Note was $36,241 and the full
principal amount remained outstanding. This note has been fully reserved for as of December 31, 2023.
 



15



 

 
MISO ROBOTICS, INC.

 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
The sale of Ally was accounted for a business disposition in accordance with ASC 810-10-40-3A. As of September 1, 2023, the

Company no longer consolidated the assets, liabilities, revenues and expenses of Ally. Furthermore, the Company no longer held its
noncontrolling interests. The components of the disposition are as follows:
 
Cash payment  $ 660 
Noncontrolling interests   723,385 

Total consideration received  $ 724,045 
Total carrying amount of assets and liabilities (net deficit)   (1,601,827)
Gain on deconsolidation of subsidiary  $ (877,782)
 

The gain on deconsolidation of subsidiary of $877,782 was included in loss from discontinued operations, net of tax in the
consolidated statements of operations.
 

In accordance with the provisions of ASC 205-20, the Company has excluded the results of discontinued operations from its results
of continuing operations in the accompanying consolidated statements of operations for the years ended December 31, 2023 and 2022.
The results of the discontinued operations of Ally for the years ended December 31, 2023 and 2022 consist of the following:
 
  Year Ended  
  December 31,  
  2023   2022  
Net revenues  $ -  $ - 
Cost of net revenues   -   - 

Gross profit   -   - 
         

Operating expenses:         
Research and development   841,258   1,537,170 
Sales and marketing   266,971   2,187,102 
General and administrative   3,027,076   1,966,740 

Total operating expenses   4,135,305   5,691,011 
         

Loss from operations   (4,135,305)   (5,691,011)
         
Other income (expense):         

Interest expense   (154)   (86,897)
Other income   3,709   - 
Gain on deconsolidation of subsidiary   877,782   - 

Total other income (expense), net   881,337   (86,897)
         

Provision for income taxes   -   - 
Net loss from discontinued operations  $ (3,253,968)  $ (5,777,908)
         
Weighted average common shares outstanding - basic and diluted   42,195,720   12,193,121 
Net loss from discontinued operations per common share - basic and diluted  $ (0.08)  $ (0.47)
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  December 31,  
  2023   2022  

Computer equipment and software  $ 368,496  $ 356,540 
Kitchen and lab equipment   210,333   220,833 
Furniture and fixtures   173,068   173,068 
Leasehold improvements   1,262,324   1,262,324 
   2,014,221   2,012,765 
Less: Accumulated depreciation   (1,052,102)   (683,729)
  $ 962,119  $ 1,329,036 

  December 31,  
  2023   2022  

Accrued personnel costs  $ 325,985  $ 361,262 
Other   30,659   51 
  $ 356,644  $ 361,313 
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The following is a summary of assets and liabilities of discontinued operations as of December 31, 2022:
 

  
December

31,  
  2022  
ASSETS     
Current assets:     

Cash and cash equivalents  $ 2,467,484 
Prepaid expenses and other current assets   7,154 

Total assets  $ 2,474,638 
     
LIABILITIES AND STOCKHOLDERS' EQUITY     
Current liabilities:     

Accounts payable  $ 582,299 
Total current liabilities   582,299 

Future equity obligations   241,053 
Total liabilities   823,352 

 
5. PROPERTY AND EQUIPMENT, NET
 

Property and equipment, net consists of the following:
 

 
Depreciation and amortization expense of $368,373 and $410,809 for the years ended December 31, 2023 and 2022, respectively,

were included in operating expenses in the consolidated statements of operations.
 

During the years ended December 31, 2023 and 2022, the Company recognized a loss on disposal of property and equipment of $0
and $2,120, respectively.
 

In 2022, robotic units financed from two lenders amounted to $6,598,307, which were classified as finance lease right of use assets
in the consolidated balance sheets as of December 31, 2022 (see Note 11).
 
6. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
 

Accrued expenses and other current liabilities consist of the following:
 

 



 

17



 

 
MISO ROBOTICS, INC.

 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

 
7. STOCKHOLDERS’ EQUITY
 

Amended and Restated Certificate of Incorporation
 

On January 11, 2022, the Company amended its Certificate of Incorporation and effected a 7-for-1 forward stock split of its
authorized, designated, issued and outstanding shares of common stock. Accordingly, all share and per share amounts of the Company
for all periods presented in the accompanying consolidated financial statements and notes thereto have been adjusted retroactively,
where applicable, to reflect this stock split. The Series A – D preferred stock conversion prices were proportionally adjusted as a result
of the stock split. Furthermore, the Company increased its authorized shares of common and preferred stock to 80,000,000 shares and
11,684,802 shares, respectively.
 

In January 2023, the Company filed its 8th Amended and Restated Certificate of Incorporation, which removed the features
specified for preferred shares, such as the Series A to E preferred shares authorized, original issue price, conversion ratio and
liquidation price.
 

On March 8, 2023, the Company filed a certificate of designation of Series A-1 Preferred Stock wherein 11,048,732 shares of
authorized preferred stock are to be designated as Series A-1 Preferred Stock. The Series A-1 Original Issue Price shall mean
$4.9779468. Each share of Series A-1 Preferred Stock shall be convertible, at the option of the holder, into such number of fully paid
and nonassessable shares of Common Stock as determined by dividing the Series A-1 Original Issue Price by Series A-1 Conversion
Price. Series A-1 Conversion Price shall initially be equal to Series A-1 Original Issue Price.
 

The Company has issued Series A-1 convertible preferred stock (collectively referred to as “Preferred Stock”). As of December 31,
2023, the Company's certificate of incorporation, as amended and restated, authorized the Company to issue a total of 11,684,802
shares of Preferred Stock, of which 11,056,183 shares were designated as Series A-1 Preferred Stock and the remaining 628,619 shares
were undesignated. The Preferred Stock have a par value of $0.0001 per share.
 

Convertible Preferred Stock
 

In 2022, the Company completed a Regulation A+ and Regulation D offerings of Series E preferred stock and issued 3,470,259
shares for gross proceeds of $36,269,524. In connection with the raise, the Company incurred offering costs of $1,585,284, and as of
December 31, 2023, the Company had a subscription receivable of $629,844 pertaining to the offering. The Company originally issued
the shares at a price of $10.05 per share (“Series E Original Issue Price”).
 

In 2022, the Company received $1,349,987 in proceeds from completion of its offering of Series D preferred stock, including
collection of the $1,188,848 in a subscription receivable as of December 31, 2021. The Company also incurred offering costs of
$150,549 in 2022.
 

In 2022, the Company converted its Series A, B, C, D and E preferred stock into common stock, at applicable conversion ratios,
into an aggregate of 29,291,321 shares of common stock
 

In March 2023, the Company issued 3,015,323 shares of Series A-1 preferred stock and warrants to purchase 3,015,323 shares of
Series A-1 preferred stock for $5.97 per share, expiring after ten years, for total combined proceeds to $15,015,000.
 
As of December 31, 2023 and 2022, 3,015,323 and 0 shares of Series A-1 preferred stock were issued and outstanding, respectively.
 

The holders of the Preferred Stock have the following rights and preferences:
 

Voting
 

The holders of Preferred Stock are entitled to vote, together with the holders of common stock as a single class, on all matters
submitted to stockholders for a vote and have the right to vote the number of shares equal to the number of shares of common stock
into which each share of Preferred Stock could convert on the record date for determination of stockholders entitled to vote.
 



Dividends
 

The Company shall not declare, pay or set aside any dividends on shares of other classes of capital stock unless the holders of
Preferred Stock then outstanding shall first receive, or simultaneously receive, on a pari passu basis, a dividend on each outstanding
share of Preferred Stock on an as-converted basis.
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Liquidation

 
In the event of any voluntary or involuntary liquidation, dissolution or winding up of the Company or deemed liquidation event, the
Series A-1 stockholders, on a pari passu basis, shall be entitled to a liquidation preference equal to the greater of (i) the original
issuance price applicable to each series, plus any dividends declared but unpaid, or (ii) such amount per share as would have been
payable had all shares of Series A-1 preferred stock been converted into common stock. After the payment of all preferential amounts
to preferred stockholders, the remaining assets available for distribution shall be distributed among common stockholders on a pro-rata
basis. The liquidation preference per share for Series A-1 is $5.97. The total liquidation preferences as of December 31, 2023 and 2022
amounted to $15,000,000 and $0, respectively.
 

Conversion
 

Each share of Preferred Stock is convertible into common stock, at the option of the holder, at any time after the date of issuance.
In addition, each share of Preferred Stock will be automatically converted into shares of common stock at the applicable conversion
ratio then in effect (i) upon the closing of a firm-commitment public offering resulting in at least $100,000,000 of gross proceeds to the
Company at a price of at least $24.59 per share of common stock, subject to appropriate adjustment in the event of any stock dividend,
stock split, combination or other similar recapitalization, or (ii) upon the written consent of the holders of a majority of the then-
outstanding shares of Preferred Stock, voting together as a single class.
 

Common Stock
 

As of December 31, 2023 and 2022, the Company authorized 80,000,000 shares of common stock, at $0.0001 par value.
 

Common stockholders have voting rights of one vote per share and are entitled to elect one director of the Company. The voting,
dividend, and liquidation rights of the holders of common stock are subject to and qualified by the rights, powers, and preferences of
preferred stockholders.
 

In 2022, the Company converted its Series A, B, C, D and E preferred stock into common stock, at applicable conversion ratios,
into an aggregate of 29,291,321 shares of common stock.
 

During the year ended December 31, 2022, the Company issued 94,618 shares of common stock pursuant to exercises of stock
options for proceeds of $91,843.
 

During the year ended December 31, 2023, the Company issued 1,024,971 shares of common stock pursuant to a Regulation CF
offering for proceeds of $4,985,539. During the year ended December 31, 2023, the Company issued 240,454 shares of common stock
pursuant to a Regulation D offering for proceeds of $1,219,684.
 

In 2023, option holders exercised options into 92,836 shares of common stock for proceeds of $91,467.
 

During the year ended December 31, 2023, the Company collected $4,243,329 of subscription receivable.
 

As of December 31, 2023 and 2022, there were 42,874,850 and 41,516,589 shares of common stock issued and outstanding,
respectively.
 

Ally Common Stock
 

During the year ended December 31, 2022, Ally issued common stock for net proceeds of $6,092,346. As a result of the
transaction, the Company recorded an increase in additional paid-in capital of $7,074,485 and noncontrolling interests of $2,660,418,
as well as a subscription receivable of $3,642,557.
 

Future Equity Obligations
 



In July 2022, Ally entered into a Simple Agreement for Future Equity (“SAFE”) with a vendor who had performed research and
development services for Ally under a separate statement of work agreement. The aggregate purchase amount per the SAFE agreement
was $241,053, which represented the outstanding payable to Ally for services performed. This amount was included in research and
development expenses in the consolidated statements of operations. The outstanding balance of the SAFE at both December 31, 2023
and 2022 was $241,053, which was included in liabilities from discontinued operations (see Note 4).
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The SAFE is convertible if and upon a preferred stock equity financing, where the SAFE will automatically convert into shares of

the preferred stock in the triggering round at a conversion price equal to the greater of: (1) the lowest share pricing in the triggering
preferred stock equity financing; (2) the number of shares based upon a valuation of$25,000,000 on Ally’s fully diluted capitalization.
 

If and upon a liquidation event, the SAFE holder is entitled to either payment of the purchase amount or the amount that would be
payable upon conversion of the SAFE to common stock at a valuation of $25,000,000 on Ally’s then fully diluted capitalization. This
payment is senior to common stock and junior to debts in priority.
 

If and upon a dissolution event, the SAFE holder is entitled to payment of the purchase amount. This payment is senior to common
stock and junior to debts in priority.
 
8. STOCK-BASED PAYMENTS
 

Common Stock Warrants
 

In 2022, the Company granted 61,213 warrants to purchase common stock with an exercise price of $2.94 per share and 17,926
warrants to purchase common stock with an exercise price of $8.04 per share. All warrants vested immediately with a term of 10 years.
 

During the year ended December 31, 2023, the Company issued 24,265 warrants to purchase common stock with an exercise price
of $4.25 per share. All warrants issued shall have a term of 10 years. As of December 31, 2023, 21,912 warrants vested and 2,353
warrants are expected to vest up to February 2024.
 

Preferred Stock Warrants
 

In March 2023, the Company issued warrants to purchase up to 3,015,323 shares of Series A-1 preferred shares for a total purchase
price of $15,000,000 or $4.97 per share, in conjunction with the preferred stock issuance discussed above. The warrants shall no longer
be exercisable after March 10, 2033. In conjunction with the preferred stock issuance discussed above.
 

In 2022, the Company issued 6,219 warrants to purchase Series E preferred stock in exchange for $5,000 monthly reduction to
rental payments for 10 months. The warrants shall vest in 10 months with 622 warrants vesting per month. All warrants issued shall
have a term of 10 years. As of December 31, 2023, all warrants were fully vested.
 

Summary
 

A summary of information related to common stock warrants for the years ended December 31, 2023 and 2022 is as follows:
 

  Warrants   
Weighted Average

Exercise Price   
Intrinsic

Value  
Outstanding as of December 31, 2021   2,659,531  $ 1.42  $ - 
Granted   82,656   4.10   - 
Exercised   -   -   - 
Forfeited   -   -   - 
Outstanding as of December 31, 2022   2,742,187  $ 1.60  $ 1,144,748 
Granted   24,265   4.25   - 
Exercised   -   -   - 
Forfeited   -   -   - 
Outstanding as of December 31, 2023   2,766,452  $ 1.62  $ 5,200 
             
Exercisable as of December 31, 2023   2,764,099  $ 1.62  $ - 
Exercisable as of December 31, 2022   2,740,943  $ 7,266,109.47  $ 1,140,992 
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A summary of information related to preferred stock warrants for the years ended December 31, 2023 and 2022 is as follows:

 

  Warrants   
Weighted Average

Exercise Price   
Intrinsic

Value  
Outstanding as of December 31, 2022   -  $ -  $ - 
Granted   3,015,323   4.97   - 
Exercised   -   -   - 
Forfeited   -   -   - 
Outstanding as of December 31, 2023   3,015,323  $ 4.97  $ - 
             
Exercisable as of December 31, 2023   3,015,323  $ 4.97  $ - 
Exercisable as of December 31, 2022   -  $ -  $ - 
 

The Company recorded service expense of $9,488 and $66,462 for the years ended December 31, 2023 and 2022, respectively. In
2023, $50,000 was deducted to the lease liability upon vesting of warrants to purchase preferred stock.
 

The following table presents, on a weighted average basis, the assumptions used in the Black-Scholes option-pricing model to
determine the grant-date fair value of warrants granted:
 
  Year Ended  
  December 31,  
  2023   2022  

Risk-free interest rate   3.50%   
2.83% -

4.45% 
Expected term (in years)   5.2    5 - 5.42 
Expected volatility   70.00%   70.00% 
Expected dividend yield   0%   0% 
 

Super Volcano, Inc. 2016 Stock Plan
 

The Company has adopted the Super Volcano, Inc. 2016 Stock Plan (“2016 Plan”), as amended and restated, which provides for
the grant of shares of stock options and restricted stock awards to employees, non-employee directors, and non-employee consultants.
The number of shares authorized by the 2016 Plan was 3,264,842 shares as of December 31, 2023. The option exercise price generally
may not be less than the underlying stock’s fair market value at the date of the grant and generally have a term of ten years. The
amounts granted each calendar year to an employee or non-employee is limited depending on the type of award. Stock options
comprise all of the awards granted since the 2016 Plan’s inception. As of December 31, 2023, there were 917,907 shares available for
grant under the 2016 Plan. Stock options granted under the 2016 Plan typically vest over a four-year period.
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Miso Robotics, Inc. 2017 Stock Plan

 
The Company has adopted the Miso Robotics, Inc. 2017 Stock Plan (“2017 Plan”), as amended and restated, which provides for

the grant of shares of stock options and restricted stock awards to employees, non-employee directors, and non-employee consultants.
The number of shares authorized by the 2017 Plan was 8,068,774 shares as of December 31, 2023. The option exercise price generally
may not be less than the underlying stock’s fair market value at the date of the grant and generally have a term of ten years. The
amounts granted each calendar year to an employee or non-employee is limited depending on the type of award. Stock options and
restricted common stock comprise all of the awards granted since the 2017 Plan’s inception. As of December 31, 2023, there were
3,467,284 shares available for grant under the 2017 Plan. Stock options granted under the 2017 Plan typically vest over a four-year
period.
 

A summary of information related to stock options for the years ended December 31, 2023 and 2022 is as follows:
 

  Options   
Weighted Average

Exercise Price   
Instrinsic

Value  
Outstanding as of December 31, 2021   6,625,752  $ 0.85  $ 6,716,453 

Granted   2,588,869   1.86     
Exercised   (94,618)   0.97     
Forfeited   (871,767)   1.42     

Outstanding as of December 31, 2022   8,248,236  $ 1.10  $ 9,695,024 
Granted   563,500   1.77     
Exercised   (92,836)   0.99     
Forfeited   (4,247,909)   1.19     

Outstanding as of December 31, 2023   4,470,991  $ 1.11  $ 853,202 
             
Exerciseable as of December 31, 2023   3,262,342  $ 0.90  $ 843,186 
Exerciseable as of December 31, 2022   4,574,380  $ 0.81  $ 7,018,026 
 
  Year Ended  

  December 31,  
  2023   2022  

Weighted average grant-date fair value of options granted during period  $ 1.30  $ 1.26 
Weighted average duration (years) to expiration of outstanding options   5.77   7.32 
 

The following table presents, on a weighted average basis, the assumptions used in the Black-Scholes option-pricing model to
determine the grant-date fair value of stock options granted to employees and directors:
 
  Year Ended December 31,  
  2023   2022  

Risk Free Interest Rate   
3.45% -

4.68%   1.82%-4.36% 
Expected Dividend Yield   0.00%   7.00 
Expected Volatility   70.00%   70.00% 
Expected Life (years)   7   0% 

 
The total grant-date fair value of the options granted during the years ended December 31, 2023 and 2022 was $733,513 and

$3,259,046, respectively. Stock-based compensation expense for stock options of $467,822 and $984,429 was recognized under FASB
ASC 718 for the years ended December 31, 2023 and 2022, respectively. Total unrecognized compensation cost related to non-vested
stock option awards amounted to $1,413,561 and $3,580,582 as of December 31, 2023 and 2022, respectively, and will be recognized
over a weighted average period of 1.8 years as of December 31, 2023.
 

Restricted Common Stock



 
As of December 31, 2023 and 2022, the Company had 2,234,015 and 2,129,015 restricted shares of common stock outstanding

under the option plans, respectively. As of December 31, 2023 and 2022, 2,158,546 and 2,085,265 shares were vested, respectively. The
Company recorded stock-based compensation expense of $57,491 and $12,113 in the consolidated statements of operations for the
years ended December 31, 2023 and 2022 respectively. Unrecognized stock compensation outstanding on these grants was $140,372 as
of December 31, 2023.
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  Year Ended  
  December 31,  
  2023   2022  
Research and development expenses  $ 297,001  $ 665,116 
General and administrative expenses   228,311   331,426 
  $ 525,312  $ 996,542 
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Classification
 

Stock-based compensation expense was classified in the consolidated statements of operations as follows:
 
 
 

9. INCOME TAXES
 

Deferred taxes are recognized for temporary differences between the basis of assets and liabilities for financial statements and
income tax purposes. The differences relate primarily to depreciable assets using accelerated depreciation methods for income tax
purposes, stock-based compensation expense, research and development, other GAAP to tax differences, and net operating loss
carryforwards. As of December 31, 2023 and 2022 the Company had net deferred tax assets before valuation allowance of $32,084,272
and $27,026,815, respectively. The following table presents the deferred tax assets and liabilities by source:
 
  December 31,  
  2023   2022  
Deferred tax assets (liabilities):         

Net operating loss carryforwards  $ 28,725,425  $ 25,930,459 
Stock-based compensation   24,173   16,017 
Research and development tax credit carryforwards   907,730   907,730 
Depreciation timing difference   (24,665)   (24,665)
Lease liability   (60,587)   (81,576)
Unamortized capitalized R&D   2,512,196   - 
Other   -   278,850 
Total   32,084,272   27,026,815 

Valuation allowance   (32,084,272)   (27,026,815)
Net deferred tax assets (liabilities)  $ -  $ - 

 
The Company recognizes deferred tax assets to the extent that it believes that these assets are more likely than not to be realized. In

making such a determination, the Company considers all available positive and negative evidence, including future reversals of existing
taxable temporary differences, projected future taxable income, tax-planning strategies, and results of recent operations. The Company
assessed the need for a valuation allowance against its net deferred tax assets and determined a full valuation allowance is required due
to taxable losses for the years ended December 31, 2023 and 2022, cumulative losses through December 31, 2023, and no history of
generating taxable income. Therefore, valuation allowances of $32,084,272 and $27,026,815 were recorded as of December 31, 2023
and 2022, respectively. Valuation allowance increased by $5,057,457 and $16,902,008 during the years ended December 31, 2023 and
2022, respectively. Deferred tax assets were calculated using the Company’s combined effective tax rate, which it estimated to be
28.0%. The effective rate is reduced to 0% for 2023 and 2022 due to the full valuation allowance on its net deferred tax assets.
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The Company’s ability to utilize net operating loss carryforwards will depend on its ability to generate adequate future taxable

income. At December 31, 2023 and 2022, the Company had net operating loss carryforwards available to offset future taxable income
in the amounts of $102,766,975 and $87,686,888, respectively. Federal NOL incurred prior to tax year 2018 amounting to $1.62 million
will be carried forward for 20 years and will begin to expire in 2034. Post-TCJA NOL amounting to $101.15 million and $86.07
million as of December 31, 2023 and 2022, respectively, will be carried forward indefinitely but limited to 80% of future taxable
income beginning in 2021. The Company also has approximately $908,000 of research and development credits that will expire in
2029, if unused.
 

The Company has evaluated its income tax positions and has determined that it does not have any uncertain tax positions. In the
event that the is, the Company will recognize interest and penalties related to any uncertain tax positions through its income tax
expense.
 

The Company may in the future become subject to federal, state and local income taxation though it has not been since its
inception, other than minimum state tax. The Company is not presently subject to any income tax audit in any taxing jurisdiction,
though its 2018-2022 tax years remain open to examination.
 
10. RELATED PARTY TRANSACTIONS
 

In July 2022, the Company entered into a note receivable agreement with Future VC, LLC, a related party under common control,
for a principal amount of $1,500,000. The note earns interest at 12% per annum and matures on the earlier of a) October 5, 2022 or b)
at the closing of the next equity financing, at the Company’s election. The note earns interest at 17% per annum on the outstanding
principal balance of the note and on all unpaid interest from the date of default, payable on demand. The Company received repayments
totaling $850,000 in 2022. As of December 31, 2022, the outstanding balance was $675,000, including $650,000 in principal and
$25,000 in loan origination fees. Interest income recognized in 2022 amounted to $91,800, including $25,000 in loan origination fees.
As of December 31, 2022, interest receivable was $66,800. The outstanding loan and related accrued interest receivable was included
as a contra-equity on the consolidated balance sheet as the amounts are still outstanding as of the issuance date of these consolidated
financial statements. As of December 31, 2023, the outstanding principal was $266,403 and accrued interest was $37,504, which are
included in contra-equity on the consolidated balance sheet as the amounts are still outstanding as of the issuance date of these
consolidated financial statements. Interest income of $70,757 was recorded on this note for the year ended December 31, 2023.
 

As of December 31, 2023 and 2022, the Company had accounts payable with related parties under common control and
management of $0 and $397,788, respectively.
 

As of December 31, 2023, the Company had a note receivable of $1,336,742 and accrued interest of $36,241 with Ally Robotics,
which was included in the discontinued operations. The outstanding balance was fully reserved for against bad debt expense in 2023.
 

The Company was granted warrants to purchase 25,000 shares of stock in Vebu Labs, a related party, with an exercise price of
$5.57 per share, expiring in 2033. The Company determined the value of such was trivial and therefore did not record an associated
asset.
 
11. COMMITMENTS AND CONTINGENCIES
 

Leases
 

The Company’s operating lease agreements include kitchen facilities, office, lab and leased materials and finance lease agreements
include equipment used in building robotic units.
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  December 31,  
  2023   2022  

Operating leases:         
Operating lease right of use assets, net  $ 872,571  $ 4,714,470 
         
Operating lease right of use liabilities, current portion  $ 407,162  $ 887,198 
Operating lease right of use liabilities   530,808   3,887,988 

Total operating lease liabilities  $ 937,970  $ 4,775,186 
         
Finance leases:         

Finance lease right of use assets, net  $ 5,786,376  $ 5,799,640 
         
Finance lease right of use liabilities, current portion  $ 2,097,860  $ 1,721,760 
Finance lease right of use liabilities   2,140,859   3,727,051 

Total finance lease liabilities  $ 4,238,719  $ 5,448,811 

  
Year Ended

December 31,  
  2023   2022  
Operating lease expense:         

Operating lease expense  $ 1,149,150  $ 939,723 
Loss on termination of operating lease, net   866,452   - 

Total operating lease expense   2,015,602   939,723 
         
Finance lease expense:         

Amortization of right of use assets (cost of net revenue)  $ 658,574  $ 236,799 
Amortization of right of use assets (general and administrative)   1,106,979   561,868 
Interest on right of use liabilities   727,483   175,052 

Total finance lease expense   2,493,036   973,719 
         
Total lease expense  $ 4,508,638  $ 1,913,442 
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The balances for the operating and finance leases are presented as follows within the consolidated balance sheet:
 

 
The components of lease expenses are as follows within the consolidated statements of operations are as follows:

 

 
For the year ended December 31, 2023, the Company recorded loss on terminations of leases of $866,452, which comprises of

$1,121,694 loss on forfeiture of restricted cash due to termination of an operating lease and gain on termination of operating leases
upon derecognition of related ROU assets and lease liabilities.
 

Supplemental cash flow information related to leases are as follows:
 

  
Year Ended

December 31,     
  2023   2022  
Cash paid for amounts included in the measurement of lease liabilities:         

Operating cash outflows from operating leases  $ 794,114  $ 865,402 
Operating cash outflows from finance leases (interest payments)  $ 727,483  $ 57,393 
Financing cash outflows from finance leases  $ 1,772,467  $ 463,595 

Operating lease right of use assets obtained in exchange for operating lease liabilities  $ -  $ 5,492,907 
Finance lease right of use assets obtained in exchange for finance lease liabilities  $ -  $ 5,794,748 
Finance lease right of use assets obtained in exchange for interim rent  $ -  $ 803,559 
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  December 31,  
  2023   2022  
Weighted-average remaining lease term (in years)         

Operating leases   2.51   4.94 
Finance leases   2.17   2.33 

         
Weighted-average discount rate         

Operating leases   4.28%  3.41%
Finance leases   14.59%  12.12%
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Supplemental balance sheet information related to leases are as follows:

 

 
Maturities of lease liabilities as of December 31, 2023 are as follows:

 

Year Ended December 31,  
Operating

leases   
Finance
leases  

2024   437,637   2,757,787 
2025   307,867   1,611,614 
2026   239,171   1,004,944 
2027   -   - 
Thereafter   -   - 
Total minimum lease payments   984,675   5,374,345 

Less: imputed interest   (46,705)   (1,135,626)
Total lease obligations   937,970   4,238,719 
Less: Current portion   437,637   2,757,787 
Long-term portion of lease obligations  $ 500,333  $ 1,480,932 
 
Contingencies
 

The Company may be subject to pending legal proceedings and regulatory actions in the ordinary course of business. The results of
such proceedings cannot be predicted with certainty, but the Company does not anticipate that the final outcome, if any, arising out of
any such matters will have a material adverse effect on its business, financial condition or results of operations.
 
12. SUBSEQUENT EVENTS
 

On March 27, 2024, the Company completed a Regulation D offering of Common Stock and issued 240,454 shares for gross
proceeds of $1,195,056. In connection with the raise, the Company incurred issuance costs of approximately $22,560. The Company
issued the shares at a price per share of $4.97.
 

On March 27, 2024, the Company received a notice of qualification for an offering pursuant to Regulation A. Under that offering,
the Company may sell up to 5,030,181 shares of Common Stock, plus issue up to 503,018 Bonus Shares (as defined in that offering
statement), for an aggregate of 5,553,199 shares. Should the Company have a fully subscribed offering, it will be able to receive net
proceeds of approximately $23.5 million. As of April 25, 2024, the Company has received gross proceeds of $2,824,203 in this
offering.
 

Management’s Evaluation
 

Management has evaluated subsequent events through April 29, 2024, the date the consolidated financial statements were available
to be issued. Based on this evaluation, no additional material events were identified which require adjustment or disclosure in these
consolidated financial statements.
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