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Independent Accountants’ Review Report

To the Members
Mojo Licensing, LLC

We have reviewed the accompanying financial statements of Mojo Licensing, LLC (the “Company”),
a California Limited Liability Company, which comprise the balance sheets as of December 31, 2020
and 2019, and the related statements of operations and members’ deficit and cash flows for the years
then ended, and the related notes to the financial statements. A review includes primarily applying
analytical procedures to management’s financial data and making inquiries of Company management.
A review is substantially less in scope than an audit, the objective of which is the expression of an
opinion regarding the financial statements as a whole. Accordingly, we do not express such an opinion.

Management’s Responsibility for the Financial Statements

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

Accountants’ Responsibility

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

Accountants’ Conclusion

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

Olé é“"-&é cHAqoU

dbbmckennon
San Diego, California
March 12, 2021

20321 SW Birch Street, Suite 200 Newport Beach, California 92660-1756 P: 949.200.3280 F: 949.200.3281 www.dbbmckennon.com
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The Company has been funded to date by its members’ and various other short and long-term
borrowings. Management anticipates that the Company will be dependent, for the foreseeable
future, on additional investment capital to fund operating expenses. During 2020, the Company
made a series of cost cutting measures including moving to a new lower cost facility, modifying its
inventory procurement and finalization process, paying down the line of credit for which has higher
borrowing rates and other minor items. The Company intends to position itself so that it may be
able to raise additional funds through the capital markets. In light of management’s efforts, there
are no assurances that the Company will be successful in this or any of its endeavors. In addition,
the Company’s managing member has deferred the payment of amounts due to him and committed
to fund capital shortfalls should they be needed for the period of one year from the issuance date of
these financial statements.

The ability of the Company to continue as a going concern is dependent upon its ability to
successfully accomplish the plans described in the preceding paragraph and eventually secure other
sources of financing and attain profitable operations.

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America.

Use of Estimates

The preparation of financial statements in conformity with US GAAP requires management to
make estimates and assumptions that affect reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities as of the dates of the financial statements and the
reported amounts of revenues and expenses for the reporting periods. Actual results could differ
from those estimates.

Risks and Uncertainties

The Company’s business and operations are sensitive to general business and economic conditions
in the U.S. and worldwide along with local, state and federal governmental policy decisions. A host

See accompanying accountants. review report.
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Company’s assumptions about the factors that market participants would use in {faluing the asset or
liability. There are three levels of inputs that may be used to measure fair value:

e Level 1 — Observable inputs that reflect quoted prices (unadjusted) for identical
assets or liabilities in active markets.

e Level 2 — Include other inputs that are directly or indirectly observable in the
marketplace.

e Level 3 — Unobservable inputs which are supported by little or no market activity.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value.

Fair-value estimates discussed herein are based upon certain market assumptions and pertinent
information available to management as of December 31, 2020 and 2019. The respective carrying

value of certain on-balance-sheet financial instruments approximated their fair values.

Cash Equivalents

The Company considers all short-term financial instruments with original maturities of three
months or less to be cash equivalents.

Accounts Receivable

The Company carries its accounts receivable at invoiced amounts less allowances for discounts and
doubtful accounts. Accounts receivable consist of amounts due for product sales. Management
evaluates the ability to collect accounts receivable based on a combination of factors. An allowance
for doubtful accounts is maintained based on the length of time receivables are past due. The
allowance for doubtful accounts at December 31, 2020 and 2019 was insignificant to the financial
statements.

Inventory

Inventories consist of work-in-process and finished goods and are stated at the lower of cost (first-
in, first-out) or market. Market is determined by comparison with recent purchases or net realizable
value.

See accompanying accountants. review report.
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Indefinite-lived intangible assets are not amortized, but are tested at least annually for impairment
for which is usually done at year end. We test individual indefinite-lived intangible assets by
comparing the book value of each asset to the estimated fair value. The Company’s intangible
assets include the rights to various licensing agreements.

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, 2020 and 2019 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. In addition, the adoption of the ASU did not have an impact on
operation and the financial statements. 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 a transaction price;

Allocation of the transactions price to the performance obligations in the contract; and
Recognition of revenue when or as the performance obligations are satisfied.

Revenues are recognized when performance obligations are satisfied through the transfer of
promised goods to the Company’s customers. Control transfers upon shipment of product and
when the title has been passed to the customers. This includes the transfer of legal title, physical
possession, the risks and rewards of ownership, and customer acceptance. Revenue is recorded net
of sales taxes collected from customers on behalf of taxing authorities, allowance for estimated
returns, chargebacks, and markdowns based upon management’s estimates and the Company’s
historical experience. The Company records a liability for deposits for future products. The
liability is relieved, and the revenue is recognized once the revenue recognition criteria is met.

Cost of Goods Sold

Cost of goods sold consists primarily of the cost of the products used in the product of the
Company’s finished products, finished products and shipping costs.

See accompanying accountants. review report.
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distributions when they are declared and made to the member.

Tax positions initially must be recognized in the financial statements when it is more likely than not
the position will be sustained upon examination by the tax authorities. Such tax positions initially
and subsequently are to be measured at the largest amount of tax benefit that has a greater than 50%
likelihood of being realized upon ultimate settlement with the tax authority, assuming full
knowledge of the position and relevant facts.

As of December 31, 2020 and 2019, the Company had no uncertain tax positions that qualify for
either recognition or disclosure in the financial statements. The Company will recognize future
accrued interest and penalties related to unrecognized tax benefits in income tax expense if
incurred. The Company’s tax return from 2016 forward are open to federal and state income tax
examination. As of December 31, 2020 and 2019, there were no ongoing tax examinations.

NOTE 4 — FINANCIAL STATEMENT ELEMENTS
Property and Equipment

Property and equipment consist of the following as of December 31:

Furniture and fixtures, and equipment are depreciated over five years.

Depreciation expense for the years ended December 31, 2020 and 2019 was $5,291 and $5,291,
respectively.

See accompanying accountants. review report.
8



L A A L L) dihosdp it Toroam o v oun foatsulom

PpoyToeet L et R R I e SR LR R Srars v e

personally guaranteed by a member. The Company can borrow up to 80% of their eligibleAacc'ounts
receivable.

In April 2020, the Company received $42,500 in payroll protection program loans (“PPP”). These
loans provide for certain funding based on previous employment which in part may be forgivable
under certain conditions. The remaining portion needs to be repaid over 2 years with a 6-month
moratorium on payments and carry a 1% annual interest rate. These loans require no collateral nor
personal guarantees. The Company has reflected the amount due under this arrangement as long-
term due to the expectation that the amounts will be forgiven.

In 2020, the Company received a $8,000 economic injury disaster loan (“EIDL”). The loan accrues
interest at a rate of 3.75% annually and is collateralized by all personal property and intangible
assets of the Company. The loan has a 12-month moratorium on payments, after which monthly
principal and interest payments will be made through the maturity date in 2050.

In June 2020, the Company entered into a note payable with a third party for $120,000 in
proceeds. The note payable was due 90 days from issuance and had a flat interest amount of
$30,000. The note payable is secured by a variety of the Company’s assets and a portion of
the managing member’s interest. As of December 31, 2020, the balance of the note payable was
$136,000.

NOTE 6 - RELATED PARTY TRANSACTIONS

The Company’s members’ loan monies to the Company from time to time. In addition,
the Company has entered into agreements with former members to purchase their
membership interests. The loans have a variety of monthly and annual repayment provisions
and do not incur interest. In addition, the managing member has represented that amounts due
to him will not be repaid within the period of less than one year. As of December 31, 2020
and 2019, loans from members’ and former members’ totaled $1,461,414 and $959,000,
respectively.

See accompanying accountants. review report.
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René expense totalod $186,428 and $66,630 for the years endod December 31, 2020 and 2019,
Tespectively.

NOTE 8 - SUBSEQUENT EVENTS

NUILE / —CUMMILVIENI> AND CUN LHINGENCIED
In January 2020, the Company entered into a non-cancellable operating lease for its operations for a
period of 66 months expiring in June 2025. The monthly lease payments range from $21,541 to
$24,972. The Company is straight lining the rent for which an accrued rent liability of $49,486 was
reflected within accrued liabilities on the accompanying balance sheet.

The scheduled minimum annual lease payments under the non-cancellable lease are as follows:

Years ending December 31:

Rent expense totaled $186,428 and $66,630 for the years ended December 31, 2020 and 2019,
respectively.

NOTE 8 - SUBSEQUENT EVENTS

The Company has evaluated events subsequent to December 31, 2020, to assess the need for
potential recognition or disclosure in the financial statements. Such events were evaluated through
March 12, 2021, the date the financial statements were available to be issued. Based upon this
evaluation, it was determined no additional subsequent events occurred that require recognition or
additional disclosure in the financial statements, other than those disclosed above.

See accompanying accountants. review report.
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