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PART I – FINANCIAL INFORMATION
Item 1. Financial Statements
Brain Scientific Inc. and Subsidiaries
CONDENSED CONSOLIDATED BALANCE SHEETS
September 30,
2021
(Unaudited)

December 31,
2020

ASSETS
CURRENT ASSETS:
Cash
Accounts receivable
Inventory
Prepaid expenses and other current assets
Prepaid expenses and other current assets - related party
Operating lease right-of-use asset
TOTAL CURRENT ASSETS

$

26,519
15,352
1,814
57,838
700
40,093
142,316

Property and equipment, net

$

-

TOTAL ASSETS

272,856
1,460
1,461
93,807
700
69,632
439,916
302

$

142,316

$

440,218

$

1,524,122
75,000
1,149,916
1,771,133
1,745,483
4,595
6,667
373,003
42,375
6,692,294

$

994,908
6,600
72,466
1,192,804
2,562,942
4,595
6,667
322,991
41,793
5,205,766

LIABILITIES AND STOCKHOLDERS’ DEFICIT
CURRENT LIABILITIES:
Accounts payable and accrued expenses
Accounts payable and accrued expenses - related party
Notes payable
Convertible notes payable, net
Derivative liabilities
Finance lease - short term
Loans payable
Loans payable - related party
Operating lease liability, current portion
TOTAL CURRENT LIABILITIES:
Operating lease liability, net of current portion
TOTAL LIABILITIES
Commitments and contingencies

-

31,276

6,692,294

5,237,042

-

-

-

-

STOCKHOLDERS’ DEFICIT
Preferred stock, $0.001 par value; 10,000,000 shares authorized, 0 shares issued and outstanding as of September 30, 2021 and
December 31, 2020, respectively
Common stock, $0.001 par value; 200,000,000 shares authorized, 20,526,349 and 19,628,258 shares issued and outstanding as of
September 30, 2021 and December 31, 2020, respectively
Additional paid in capital
Accumulated deficit
Accumulated other comprehensive loss
TOTAL STOCKHOLDERS’ DEFICIT
TOTAL LIABILITIES AND STOCKHOLDERS’ DEFICIT

20,526
3,924,999
(10,491,678)
(3,825)
(6,549,978)
$

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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142,316

19,628
3,144,490
(7,956,862)
(4,080)
(4,796,824)
$

440,218

Brain Scientific Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND
COMPREHENSIVE INCOME (LOSS)
(Unaudited)
Three Months Ended
September 30,
2021
2020

REVENUE

$

COST OF GOODS SOLD

184,905

$

Nine Months Ended
September 30,
2021
2020

144,761

$

526,797

$

365,265

110,337

118,501

335,801

286,315

74,568

26,260

190,996

78,950

154,533
197,270
58,441
209,856
620,100

64,681
150,063
38,418
237,589
490,751

386,646
508,802
182,480
1,078,948
2,156,876

208,026
367,136
126,587
647,364
1,349,113

LOSS FROM OPERATIONS

(545,532)

(464,491)

(1,965,880)

(1,270,163)

OTHER INCOME (EXPENSE):
Interest expense
Other income
Loss on debt extinguishment
Change in fair market value of derivative liabilities
Foreign currency transaction loss
TOTAL OTHER INCOME (EXPENSE)

(162,279)
(53)
(56,331)
446,894
(381)
227,850

(1,355,356)
(176,467)
1,050,921
34
(480,868)

(721,576)
(53)
(442,226)
595,956
(409)
(568,308)

(2,991,591)
8,260
(176,467)
717,104
(25)
(2,442,719)

LOSS BEFORE INCOME TAXES

(317,682)

(945,359)

(2,534,188)

(3,712,882)

GROSS PROFIT
SELLING, GENERAL AND ADMINISTRATIVE
Research and development
Professional fees
Sales and marketing expenses
General and administrative expenses
TOTAL SELLING, GENERAL AND ADMINISTRATIVE

PROVISION FOR INCOME TAXES

(3)

NET LOSS

(628)

-

(317,685)

(945,359)

(2,534,816)

(3,712,882)

OTHER COMPREHENSIVE INCOME (LOSS)
Foreign currency translation adjustment
TOTAL COMPREHENSIVE LOSS

$

84
(317,601)

$

271
(945,088)

$

255
(2,534,561)

$

(588)
(3,713,470)

NET LOSS PER COMMON SHARE
Basic

$

(0.02)

$

(0.05)

$

(0.13)

$

(0.19)

$

(0.02)

$

(0.05)

$

(0.16)

$

(0.19)

Diluted
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDING
Basic
Diluted

20,502,034

19,426,400

20,046,331

19,396,993

22,903,347

19,426,400

20,181,766

19,396,993

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Brain Scientific Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT
(Unaudited)

Common Stock
Shares
Amount
Balances at December 31, 2020
Fair value of stock options vested
Conversion of convertible promissory note
Common stock issued in debt extinguishment
Foreign currency translation adjustment
Net loss
Balances at March 31, 2021
Fair value of stock options vested
Restricted shares vested
Conversion of convertible promissory note
Issuance of common shares and warrants
Common stock issued in debt extinguishment
Foreign currency translation adjustment
Net income
Balances at June 30, 2021
Fair value of stock options vested
Restricted shares vested
Common stock issued in debt extinguishment
Foreign currency translation adjustment
Net loss
Balances at September 30, 2021

19,628,258
27,828
50,000
19,706,086
64,927
605,572
17,300
50,000
20,443,885
32,464
50,000
20,526,349

$

$

$

$

19,628
28
50
19,706
65
606
17
50
20,444
32
50
20,526

$

$

$

$

Common Stock
Shares
Amount
Balance at December 31, 2019
Fair value of stock options vested
Issuance of common stock for services
Foreign currency translation adjustment
Net loss
Balances at March 31, 2020
Fair value of stock options vested
Issuance of common stock for services
Foreign currency translation adjustment
Net loss
Balances at June 30, 2020
Fair value of stock options vested
Issuance of common stock for services
Common stock issued in debt extinguishment
Foreign currency translation adjustment
Net loss
Balances at September 30, 2020

19,380,460
3,334
19,383,794
13,802
19,397,596
30,662
50,000

19,478,258

$

$

19,381
3
19,384
14
19,398
30
50
-

$

19,478

$

$

Additional
Paid-in

Accumulated

Accumulated
Other
Comprehensive

Capital

Deficit

Income

3,144,490
89,130
43,968
74,950
3,352,538
22,091
53,952
319,681
29,425
52,450
3,830,137
22,334
54,578
17,950
-

$

3,924,999

$

$

$

(7,956,862)
(3,197,829)
(11,154,691)
980,698
(10,173,993)
(317,685)
(10,491,678)

$

(4,080)
122
(3,958)
49
(3,909)
84
(3,825)

$

$

$

Additional
Paid-in

Accumulated

Accumulated
Other
Comprehensive

Capital

Deficit

Income

2,756,798
5,914
9,999
2,772,711
8,038
20,276
2,801,025
8,127
31,705
74,950
-

$

2,915,807

$

$

(3,672,077)
(951,660)
(4,623,737)
(1,815,863)
(6,439,600)
(945,359)
(7,384,959)

$

$

$

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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366
(1,053)
(687)
194
(493)
271
(222)

Total
$

$

$

(4,796,824)
89,130
43,996
75,000
122
(3,197,829)
(7,786,405)
22,091
54,017
320,287
29,442
52,500
49
980,698
(6,327,321)
22,334
54,610
18,000
84
(317,685)
(6,549,978)

Total
$

$

$

(895,532)
5,914
10,002
(1,053)
(951,660)
(1,832,329)
8,038
20,290
194
(1,815,863)
(3,619,670)
8,127
31,735
75,000
271
(945,359)
(4,449,896)

Brain Scientific Inc. and Subsidiaries
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
Nine Months Ended
September 30,
2021
2020
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Change in net loss to net cash used in operating activities:
Depreciation expense
Amortization of debt discount and non-cash interest expense
Change in fair value of derivative liabilities
Loss on debt extinguishment
Fair value of stock options vested
Common stock issued for services
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other current assets
Accounts payable and accrued expenses
Accounts payable - related party
Other liabilities
Operating lease liabilities, net
NET CASH USED IN OPERATING ACTIVITIES

$

$

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment
NET CASH USED IN INVESTING ACTIVITIES

$
$

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from convertible notes payable
Proceeds from note payable
Proceeds from share issuance
Proceeds from warrant issuance
Proceeds from related party loans
Repayment of promissory note
NET CASH PROVIDED BY FINANCING ACTIVITIES

$

$

Effect of exchange rate changes on cash

(2,534,816)

$

302
611,191
(595,956)
442,226
134,839
107,343

1,027
2,921,860
(717,104)
176,467
22,079
62,027

(13,892)
(353)
35,969
538,626
68,400
(1,155)
(1,207,276)

864
(4,084)
3,816
558,332
(2,663)
(1,782)
3,702
(688,341)

-

500,000
853,067
29,442
1,230
50,000
(473,067)
960,672

$

$
$

-

$

476,700
20,000
6,667

$

267

NET CHANGE IN CASH
CASH AT BEGINNING OF THE PERIOD
CASH AT END OF THE PERIOD

(3,712,882)

503,367
(702)

(246,337)
272,856

(185,676)
261,436

$

26,519

$

75,760

Cash paid for interest

$

14,533

$

9,867

Cash paid for taxes

$

-

$

-

Discounts related to warrants issued in connection with convertible debentures

$

-

$

Debt discount and derivative liability associated with convertible and non-convertible notes payable

$

-

$

679,667

Conversion of convertible debt into common shares

$

166,912

$

-

Supplemental Disclosure of Cash Flow Information

Supplemental Disclosure of Non-Cash Investing and Financing Activities

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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BRAIN SCIENTIFIC INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2021
(unaudited)
NOTE 1 – ORGANIZATION AND NATURE OF OPERATIONS
Brain Scientific Inc. (the “Company”), was incorporated under the laws of the state of Nevada on November 18, 2013 under the name All Soft Gels Inc. The Company on
September 21, 2018 acquired MemoryMD, Inc. (“MemoryMD”), a privately held Delaware corporation formed in February 2015. MemoryMD is a cloud computing and
medical device technology company in the NeuroTech and brain monitoring industries seeking to commercialize its EEG devices and caps (the “MemoryMD Business”). On
October 1, 2021 the Company completed a merger with Piezo Motion Corp., a Delaware corporation (“Piezo”), and BRSF Acquisition Inc., a Delaware corporation and wholly
owned subsidiary of the Company (“Merger Sub”). Merger Sub was merged with and into Piezo, whereby Merger Sub ceased to exist and Piezo survived as a wholly owned
subsidiary of the Company (the “Piezo Merger”). Piezo is a leader in piezo motor technology with a multi-million dollar investment in research and development of affordable
piezoelectric motors to meet, and exceed, the needs of today’s global markets. Piezo is committed to the development of innovative piezoelectric polymer actuators and
electrode components that enhance their functionality in a multitude of applications. Its current business is to work with startups, OEMs, research institutions, and industrial
companies from around the world empowering the visionaries behind their products (the “Piezo Business”). Post the Piezo Merger, the Company is now a holding company
pursuing both the Memory MD Business and Piezo Business.
Reverse Merger and Corporate Restructure
On September 21, 2018, the Company entered into a merger agreement (the “Merger Agreement”) with MemoryMD and AFGG Acquisition Corp. to acquire MemoryMD (the
“Acquisition”). The transactions contemplated by the Merger Agreement were consummated on September 21, 2018 and, pursuant to the terms of the Merger Agreement, all
outstanding shares of MemoryMD were exchanged for shares of the Company’s common stock. Accordingly, the Company acquired 100% of MemoryMD in exchange for the
issuance of shares of the Company’s common stock and MemoryMD became the Company’s wholly owned subsidiary. The Company issued an additional 4,083,252 shares of
its common stock upon the automatic conversion at the closing of an aggregate of $1,507,000 principal amount plus accrued interest of outstanding convertible promissory
notes issued by MemoryMD, and it further issued an additional 1,604,378 shares of its common stock upon the automatic conversion immediately subsequent to the closing of
an aggregate of $640,000 principal amount plus accrued interest of outstanding convertible promissory notes issued by MemoryMD. Furthermore, as of the closing, Mr. Amer
Samad, the sole director and executive officer until the consummation of the Acquisition, committed to tender for cancellation 6,495,000 shares of the Company’s common
stock as part of the conditions to closing, of which 6,375,000 have been cancelled at December 31, 2018 and the remaining 120,000 were cancelled prior to September 30,
2021. Total shares issued as a result of the Acquisition was 13,421,752.
The Acquisition has been accounted for as a reverse recapitalization of Brain Scientific by MemoryMD, but in substance as a capital transaction, rather than a business
combination since Brain Scientific had nominal or no operations and assets prior to and as of the closing of the Acquisition. The transaction is deemed a reverse recapitalization
and the accounting is similar to that resulting from a reverse acquisition, except that no goodwill or other intangible assets should be recorded. For accounting purposes,
MemoryMD is treated as the surviving entity and accounting acquirer although Brain Scientific was the legal acquirer. Accordingly, the Company’s historical financial
statements are those of MemoryMD.
All references to common stock, share and per share amounts have been retroactively restated to reflect the reverse recapitalization as if the transaction had taken place as of the
beginning of the earliest period presented.
Assignment and Assumption Agreement
As of immediately prior to the closing of the Acquisition, the Company entered into an Assignment and Assumption Agreement with Chromium 24 LLC, pursuant to which
Chromium 24 LLC assumed all of the Company’s remaining assets and liabilities through the closing of the Acquisition. Accordingly, as of the closing of the Acquisition,
Brain Scientific had no assets or liabilities other than the shares of MemoryMD acquired in the Acquisition.
Name Change and Increase in Authorized Shares
On September 18, 2018, the Company filed an amendment to its certificate of incorporation with the Nevada Secretary of State to change its name to Brain Scientific Inc. On
September 18, 2018, FINRA approved of the name change as well as a ticker symbol change, which was effective as of September 19, 2018. In addition, the Company
increased its authorized shares of common stock from 50,000,000 to 200,000,000 and created and authorized 10,000,000 shares of undesignated preferred stock.
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Unaudited Interim Financial Information
The Company has prepared the accompanying condensed consolidated financial statements pursuant to the rules and regulations of the Securities and Exchange Commission
(the “SEC”) for interim financial reporting. These consolidated financial statements are unaudited and, in the Company’s opinion, include all adjustments, consisting of normal
recurring adjustments and accruals necessary for a fair presentation of its balance sheets, operating results, and cash flows for the periods presented. Operating results for the
periods presented are not necessarily indicative of the results that may be expected for 2021. Certain information and footnote disclosures normally included in consolidated
financial statements prepared in accordance with accounting principles generally accepted in the United States (“GAAP”) have been omitted in accordance with the rules and
regulations of the SEC. These consolidated financial statements should be read in conjunction with the audited financial statements and accompanying notes.
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accompanying consolidated financial statements have been prepared in accordance with GAAP.
Principles of Consolidation
The Company evaluates the need to consolidate affiliates based on standards set forth in ASC 810 Consolidation (“ASC 810”).
The consolidated financial statements include the accounts of the Company and its subsidiaries, MemoryMD, MemoryMD – Russia, MemoryMD – Europe and BRSF
Acquisition Inc. All significant consolidated transactions and balances have been eliminated in consolidation.
Use of Estimates
The preparation of financial statements in accordance with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates. Significant estimates include the useful life of property and equipment and assumptions used in the valuation of options
and warrants.
The Effects of COVID-19
The World Health Organization (WHO) declared the coronavirus outbreak a pandemic on January 30, 2020. Since the outbreak in China in December 2019, COVID-19 has
expanded its impact to Europe, where all of our operations reside, as well as our employees, suppliers and customers. While the disruption is currently expected to be
temporary, there is considerable uncertainty around the duration of the closings and shelter-in-place orders and the ultimate impact of governmental initiatives. However, the
financial impact and duration cannot be reasonably estimated at this time.
Cash and Cash Equivalents
The Company considers all highly liquid temporary cash investments with an original maturity of three months or less to be cash equivalents. At September 30, 2021 and
December 31, 2020, the Company had no cash equivalents.
The Company’s cash is held with financial institutions, and the account balances may, at times, exceed the Federal Deposit Insurance Corporation (FDIC) insurance limit.
Accounts are insured by the FDIC up to $250,000 per financial institution. The Company has not experienced any losses in such accounts with these financial institutions. As of
September 30, 2021, and December 31, 2020, the Company had $0 and $22,856, respectively, in excess over the FDIC insurance limit.
Inventory
Inventory consists of finished goods that are valued at lower of cost or market using the weighted average method. As of September 30, 2021, and December 31, 2020, the
Company had inventory totaling $1,814 and $1,461, respectively.
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Property, Equipment and Depreciation
Property and equipment are recorded at cost, less depreciation. Depreciation is computed using the straight-line method over the estimated useful lives of the assets.
Expenditures for repair and maintenance are charged to operations as incurred. Property and equipment consisted of computer equipment, with an estimated useful life of three
years. Depreciation expense was $302 and $1,027 for the nine months ended September 30, 2021 and 2020, respectively.
Convertible Notes Payable
The Company has issued convertible notes, which contain variable conversion features, whereby the outstanding principal and accrued interest automatically convert into
common shares at a fixed price which may be at a discount to the common stock at the time of conversion. For certain notes, the conversion features are contingent upon future
events, whereby, the holder agreed not to convert until the contingent future event has occurred.
Derivative Instruments
The Company evaluates its convertible notes and warrants to determine if those contracts or embedded components of those contracts qualify as derivatives to be separately
accounted for in accordance with ASC 815. The result of this accounting treatment is that the fair value of the embedded derivative is recorded as a liability and marked-tomarket each balance sheet date. In the event that the fair value is recorded as a liability, the change in fair value is recorded in the statements of operations as other income or
expense. Upon conversion or exercise of a derivative instrument, the instrument is marked to fair value at the conversion date and then that fair value is reclassified to equity.
The Company utilizes the Monte Carlo method that values the liability of the debt conversion feature, derivative financial instruments and derivative warrants in cases where
there may be multiple embedded features, or the features of the bifurcated derivatives may be so complex that a Black-Scholes valuation does not consider all of the terms of
the instrument. Therefore, the fair value may not be appropriately captured by simple models. The Monte Carlo method applied generates many possible (but random) price
paths for the underlying (or underlyings) via simulation, and then calculates the associated payment value of the derivative features. The price of the underlying common stock
is modeled such that it follows a geometric Brownian motion with constant drift, and constant volatility. The stock price is determined by a random sampling from a normal
distribution. Since the underlying random process is the same, for enough price paths, the value of derivative is derived from path dependent scenarios and outcomes.
From time to time, certain of the Company’s embedded conversion features on debt and outstanding warrants have been treated as derivative liabilities for accounting purposes
under ASC 815 due to insufficient authorized shares to fully settle conversion features of the instruments if exercised. In this case, the Company utilized the latest inception
date sequencing method to reclassify outstanding instruments as derivative instruments. These contracts were recognized at fair value with changes in fair value recognized in
earnings until such time as the conditions giving rise to such derivative liability classification were settled.
Leases
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which requires lessees to recognize most leases on their balance sheets as a right-of-use asset with a
corresponding lease liability. Lessor accounting under the standard is substantially unchanged. Additional qualitative and quantitative disclosures are also required. The
Company adopted the standard effective January 1, 2019 using the cumulative-effect adjustment transition method, which applies the provisions of the standard at the effective
date without adjusting the comparative periods presented. The Company adopted the following practical expedients and elected the following accounting policies related to this
standard update:
●

Short-term lease accounting policy election allowing lessees to not recognize right-of-use assets and liabilities for leases with a term of 12 months or less.

●

The option to not separate lease and non-lease components for certain equipment lease asset categories such as freight car, vehicles and work equipment.
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Revenue Recognition
On January 1, 2018, the Company adopted ASC Topic 606 Revenue from Contracts with Customers. This guidance requires an entity to recognize revenue by applying the
following steps: (1) identify the contract with a customer; (2) identify the performance obligations in the contract; (3) determine the transaction price; (4) allocate the
transaction price to each performance obligation in the contract; and (5) recognize revenue when each performance obligation is satisfied. Once the steps are met, revenue is
recognized, generally upon receiving a letter of acceptance from the customer. There has been no material effect on the Company’s financial statements as a result of adopting
Topic 606.
The Company recognizes revenue from the sale of NeuroCaps, as well as revenue from the sale of goods purchased through manufacturers of medical devices. Primarily all
revenues for the nine months ended September 30, 2021 are from the sale of medical devices purchased from Neurotech, a related party.
Research and Development Costs
The Company expenses all research and development costs as they are incurred. Research and development includes expenditures in connection with in-house research and
development salaries and staff costs, application and filing for regulatory approval of proposed products, regulatory and scientific consulting fees, as well as contract research,
data collection, and monitoring, related to the research and development of the cloud infrastructure, data imaging, and proprietary products and technology. Research and
development costs recognized in the statement of operations for the nine months ended September 30, 2021 and 2020 were $386,646 and $208,026, respectively.
Sales and Marketing
Advertising and marketing costs are expensed as incurred. Advertising and marketing costs recognized in the statement of operations for the nine months ended September 30,
2021 and 2020 were $182,480 and $126,587, respectively.
Stock-based Compensation
The Company measures and recognizes compensation expense for all stock-based payments at fair value over the requisite service period. The Company uses the BlackScholes option pricing model to determine the weighted average fair value of options and warrants. Equity-based compensation expense is recorded in administrative expenses
based on the classification of the employee or vendor. The determination of fair value of stock-based payment awards on the date of grant using an option-pricing model is
affected by our stock price as well as by assumptions regarding a number of subjective variables. These variables include, but are not limited to, the expected stock price
volatility over the term of the awards, and actual and projected employee stock option exercise behaviors.
Basic and Diluted Net Loss Per Common Share
Basic net loss per share is computed by dividing the net loss by the weighted average number of common shares outstanding during the period. Diluted net loss per common
share is computed by dividing the net loss by the weighted average number of common shares outstanding for the period and, if dilutive, potential common shares outstanding
during the period. Potentially dilutive securities consist of the incremental common shares issuable upon exercise of common stock equivalents such as stock options, warrants
and convertible debt instruments. Potentially dilutive securities are excluded from the computation if their effect is anti-dilutive. As a result, the basic and diluted per share
amounts for all periods presented are identical. In the three and nine months ended September 30, 2021, 6,737,609, and 4,403,828 anti-dilutive securities were excluded from
the computation, respectively.
Three
months ended
September 30,
2021
Numerator:
Net loss
Loss on settlement of debt
Change of fair value of derivatives
Adjusted net loss

(945,359)

(2,534,816)

(3,712,882)

$

(16,517)
(133,031)
(467,233)

(945,359)

(610,775)
(3,145,591)

(3,712,882)

20,046,331

19,396,993

20,502,736
257,029
2,144,284
$

$
$

Diluted
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Nine
months ended
September 30,
2020

(317,685)

Effect of dilutive warrants
Effect of convertible note weighted shares

Net loss per share applicable to common shareholders:
Basic

Nine
months ended
September 30,
2021

$

Denominator: Weighted average shares outstanding used in computing net loss per share
Basic

Diluted

Three
months ended
September 30,
2020

22,903,347

(0.02)
(0.02)

19,426,400
19,426,400

(0.09)
(0.09)

135,435
20,181,766

(0.13)
(0.16)

19,396,993

(0.14)
(0.14)

Fair Value of Financial Instruments
The Company’s financial instruments are measured and recorded at fair value based on inputs and assumptions that market participants would use in pricing an asset or a
liability. Fair value is defined as the price that would be received from selling an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. When determining fair value, management considers the principal or most advantageous market in which the Company would transact, and also considers
assumptions that market participants would use when pricing the asset or liability, such as inherent risk, transfer restrictions, and risk of non-performance.
Fair value is determined for assets and liabilities using a three-tiered value hierarchy into which these assets and liabilities are grouped based upon significant inputs as follows:
●

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

●

Level 2 - Observable inputs, other than Level 1 prices, such as quoted prices in active markets for similar assets and liabilities, quoted prices for identical or similar
assets and liabilities in markets that are not active, 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 and that are significant to the fair value of the assets or liabilities. This includes certain
pricing models, discounted cash flow methodologies and similar techniques that use significant unobservable inputs. When a determination is made to classify a
financial instrument within Level 3, the determination is based upon the lack of significance of the observable parameters to the overall fair value measurement.
However, the fair value determination for Level 3 financial instruments may consider some observable market inputs.

The lowest level of significant input determines the placement of the entire fair value measurement in the hierarchy. The carrying values of cash, prepaid expenses and other
current assets, convertible notes, accounts payable, loans payable and due to others approximate fair value due to the short-term nature of these items.
The Company did not have any other Level 1 or Level 2 assets or liabilities as of September 30, 2021 and December 31, 2020.
Fair Value of Financial Assets and Liabilities Measured on a Recurring Basis
Financial liabilities measured at fair value on a recurring basis are summarized below and disclosed on the consolidated balance sheet as of September 30, 2021.
Amounts
at Fair
Value
$
257,413
1,488,070

Liabilities
Derivative liability – conversion feature
Derivative liability - warrants
Total

$

1,745,483

$

Level 1
-

$

Level 2
-

$

Level 3
257,413
1,488,070

$

-

$

-

$

1,745,483

Financial liabilities measured at fair value on a recurring basis are summarized below and disclosed on the consolidated balance sheet as of December 31, 2020.
Amounts
at Fair
Value
$
345,708
2,217,234

Liabilities
Derivative liability – conversion feature
Derivative liability - warrants
Total

$
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2,562,942

$

Level 1
-

$

Level 2
-

$

Level 3
345,708
2,217,234

$

-

$

-

$

2,562,942

Income Taxes
The Company accounts for income taxes using the asset-and-liability method in accordance with ASC Topic 740, “Income Taxes”. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax
bases and operating loss and tax credit carry forwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years
in which those temporary differences are expected to be recovered or settled. The effect on the deferred tax assets and liabilities of a change in tax rate is recognized in the
period that includes the enactment date. A valuation allowance is recorded if it is more-likely-than-not that some portion or all of the deferred tax assets will not be realized in
future periods.
The Company follows the guidance in ASC Topic 740-10 in assessing uncertain tax positions. The standard applies to all tax positions and clarifies the recognition of tax
benefits in the financial statements by providing for a two-step approach of recognition and measurement. The first step involves assessing whether the tax position is morelikely-than-not to be sustained upon examination based upon its technical merits. The second step involves measurement of the amount to be recognized. Tax positions that
meet the more-likely-than-not threshold are measured at the largest amount of tax benefit that is greater than 50% likely of being realized upon ultimate finalization with the
taxing authority. The Company recognizes the impact of an uncertain income tax position in the financial statements if it believes that the position is more likely than not to be
sustained by the relevant taxing authority. The Company will recognize interest and penalties related to tax positions in income tax expense. As of September 30, 2021, and
December 31, 2020, the Company had no unrecognized uncertain income tax positions.
On December 22, 2017, the passage of legislation commonly referred to as the Tax Cuts and Jobs Act (“TCJA”) was enacted and significantly revised the U.S. income tax law.
The TCJA includes changes, which reduce the corporate income tax rate from 34% to 21% for years beginning after December 31, 2017. On December 22, 2017, Staff
Accounting Bulletin No. 118 (“SAB 118”) was issued and allows a company to recognize provisional amounts when it does not have the necessary information available,
prepared or analyzed, including computations, in reasonable detail to complete its accounting for the change in tax law. SAB 118 provides for a measurement of up to one year
from the date of enactment.
Recently Issued Accounting Pronouncements
From time to time, new accounting pronouncements are issued by the Financial Accounting Standard Board (“FASB”) or other standard setting bodies that the Company adopts
as of the specified effective date. Unless otherwise discussed, the Company does not believe that the impact of recently issued standards that are not yet effective will have a
material impact on the Company’s financial position or results of operations upon adoption.
NOTE 3 – GOING CONCERN
The accompanying financial statements have been prepared in conformity with U.S. GAAP, which contemplate continuation of the Company as a going concern for a period of
one year from the issuance of these financial statements. For the nine months ended September 30, 2021, the Company had $526,797 in revenues, a net loss of $2,535,184 and
had net cash used in operations of $1,207,276. Additionally, as of September 30, 2021, the Company had working capital deficit, stockholders’ deficit and accumulated deficit
of $6,549,978, $6,549,978 and $10,491,678, respectively. It is management’s opinion that these conditions raise substantial doubt about the Company’s ability to continue as a
going concern for a period of twelve months from the date of the issuance of these financial statements.
The financial statements do not include any adjustments to reflect the possible future effect on the recoverability and classification of assets or the amounts and classifications
of liabilities that may result from the outcome of this uncertainty.
Successful completion of the Company’s development program and, ultimately, the attainment of profitable operations are dependent upon future events, including obtaining
adequate financing to fulfill its development activities, acceptance of the Company’s patent applications and ultimately achieving a level of sales adequate to support the
Company’s cost structure. However, there can be no assurances that the Company will be able to secure additional equity investments or achieve an adequate sales level.
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NOTE 4 – CONVERTIBLE NOTES PAYABLE
In January 2019, the Company commenced an offering of up to $500,000 pursuant to which the Company will issue convertible notes to investors. On January 18, 2019,
February 5, 2019 and July 23, 2019, the Company issued three such convertible notes payable to three investors for $100,000, $130,000 and $150,000, respectively. The notes
bear interest at a fixed rate of 10% per annum, computed based on a 360-day year and mature on the earlier of one year from the date of issuance or the consummation of an
equity or equity-linked round of financing of the Company in excess of $1,000,000 (“Qualified Financing”) or other event pursuant to which conversion shares are to be issued
pursuant to the terms of the note. The Company and the holder of the January 18, 2019 convertible note agreed to extend the maturity date of the January 18, 2019 convertible
note to January 18, 2021, which was further extended to January 18, 2022. The Company and the holder of the February 5, 2019 convertible note agreed to extend the maturity
date of the February 5, 2019 convertible note to February 5, 2021, which was further extended to January 18, 2022. The Company and the holder of the July 23, 2019
convertible note agreed to extend the maturity date of the July 23, 2020 convertible note to February 21, 2021, which was further extended to February 21, 2022.
The notes are convertible into common stock of the Company following events on the following terms: with no action on the part of the note holder upon the consummation of
a Qualified Financing, the debt will be converted to new round stock based on the product of the outstanding principal and accrued interest multiplied by 1.35, then divided by
the accrual per share price of the new round common stock. If a change of control occurs or if the Company completes a firmly underwritten public offering of its common
stock prior to the Qualified Financing the notes would, at the election of the holders of a majority of the outstanding principal of the notes, be either payable on demand as of
the closing of such change of control or Initial Public Offering (‘IPO”) or convertible into shares of common stock immediately prior to such change of control transaction or
IPO transaction at a price per share equal to the lesser of the per share value of the common stock as determined by the Company’s Board of Directors or the per share
consideration to be received by the holders of the common stock in such change of control or IPO transaction. Based on the terms of the conversion, the holders may receive a
discount, and the notes are considered to have a contingent beneficial conversion feature. If conversion of the debt occurs, the Company will recognize an expense related to the
intrinsic value. In the event that the Company consummates a financing prior to the maturity date, other than a Qualified Financing, and the economic terms thereof are more
favorable to the investors in such financing than the terms of the note, the note shall automatically be amended to reflect such more favorable economic terms. The Company
recorded $94,529 of accrued interest and has a total outstanding principal balance of $380,000 as of September 30, 2021. Subsequent to the balance sheet date, these notes and
accrued interest were converted into new debt agreements as part of the merger agreement (See Note 13).
December 31, 2019 Securities Purchase Agreement
On December 31, 2019, the Company entered into a Securities Purchase Agreement and issued and sold to a third party investor a Convertible Note in the original principal
amount of $275,000 (the “Note”), and a warrant to purchase 100,000 shares of the Company’s common stock (the “Warrant”). The aggregate purchase price received by the
Company was $250,000 after an original issue discount of $25,000. A one-time interest charge of 8% was applied on December 31, 2019 and will be payable, along with the
Principal, on July 31, 2020, as may be extended at the option of the Investor.
On August 5, 2020, the Company entered into an Allonge to the Convertible Note, dated as of August 8, 2020, which amended the Note. The allonge amended the Note by,
among other things, extending the maturity date of the loan until October 31, 2020. As consideration for the allonge, the original principal amount was increased by ten percent,
and the Company agreed to issue 50,000 shares of its common stock to the investor that were valued at fair market value of $75,000. The Company evaluated the allonge for
debt modification in accordance with ASC 470-50 and concluded that the debt qualified for debt extinguishment as the 10% cash flow test was met. As a result, the $297,000 of
principal and accrued interest was written off, new debt was recorded at fair value as of August 5, 2020 in the amount of $324,500 and the Company recorded a net loss on
extinguishment of debt in the amount of $176,467.
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On October 29, 2020, the Company entered into a second Allonge to the Convertible Note which amended the Note. The allonge amended the Note by, among other things,
extending the maturity date of the loan until January 31, 2021. As consideration for the allonge, the original principal amount was increased by ten percent, and the Company
agreed to issue 50,000 shares of its common stock to the investor that were valued at fair market value of $75,000. The Company evaluated the allonge for debt modification in
accordance with ASC 470-50 and concluded that the debt qualified for debt extinguishment as the 10% cash flow test was met. As a result, the $324,500 of principal and
accrued interest was written off, new debt was recorded at fair value as of October 29, 2020 in the amount of $359,370 and the Company recorded a net loss on extinguishment
of debt in the amount of $115,524.
On December 28, 2020, the Company issued a non-convertible promissory note with interest terms that were more favorable than the terms of the Convertible Note. As a result
of that issuance, certain abovementioned terms of the Convertible Note were triggered which reset the interest rate of the Convertible Note to 12%. The effect of the interest
rate reset resulted in increases of $2,310 to the balance of the Convertible Note, $11,000 of accrued interest, $11,000 of interest expense and $2,310 of loss on extinguishment
of debt. For the year ended December 31, 2020, the Company recorded a net loss on extinguishment of debt in the amount of $294,301. The Company has a total outstanding
principal balance under the Note of $339,680 and $33,000 of accrued interest as of December 31, 2020.
On February 8, 2021, the Company entered into a third Allonge to the Convertible Note which amended the Note. The allonge amended the Note by, among other things,
extending the maturity date of the loan until May 1, 2021. As consideration for the allonge, the original principal amount was increased by ten percent, and the Company agreed
to issue 50,000 shares of its common stock to the investor that were valued at fair market value of $75,000. The Company evaluated the allonge for debt modification in
accordance with ASC 470-50 and concluded that the debt qualified for debt extinguishment as the 10% cash flow test was met. As a result, the $372,680 of principal and
accrued interest was written off, new debt was recorded at fair value as of February 8, 2021 in the amount of $409,948 and the Company recorded a net loss on extinguishment
of debt in the amount of $165,442.
On May 4, 2021, the Company entered into a fourth Allonge to the Convertible Note which amended the Note. The allonge amended the Note by, among other things,
extending the maturity date of the loan until August 1, 2021. As consideration for the allonge, the original principal amount was increased by ten percent, and the Company
agreed to issue 50,000 shares of its common stock to the investor that were valued at fair market value of $52,500. The Company evaluated the allonge for debt modification in
accordance with ASC 470-50 and concluded that the debt qualified for debt extinguishment as the 10% cash flow test was met. As a result, the $409,948 of principal and
accrued interest was written off, new debt was recorded at fair value as of May 4, 2021 in the amount of $450,943 and the Company recorded a net loss on extinguishment of
debt in the amount of $155,313.
On August 4, 2021, the Company entered into a fifth Allonge to the Convertible Note which amended the Note. The allonge amended the Note by, among other things,
extending the maturity date of the loan until November 1, 2021. As consideration for the allonge, the original principal amount was increased by ten percent, and the Company
agreed to issue 50,000 shares of its common stock to the investor that were valued at fair market value of $18,000. The Company evaluated the allonge for debt modification in
accordance with ASC 470-50 and concluded that the debt qualified for debt extinguishment as the 10% cash flow test was met. As a result, the $450,943 of principal and
accrued interest was written off, new debt was recorded at fair value as of August 4, 2021 in the amount of $496,037 and the Company recorded a net loss on extinguishment of
debt in the amount of $118,769.
On August 23, 2021, the Company entered into a sixth Allonge to the Convertible Note which amended the Note. The allonge amended the Note by, among other things,
increasing the amount of principal and interest outstanding to $500,000, and providing for 5 monthly payments of $100,000 beginning with August 31, 2021, with the final
payment due December 31, 2021. The Company evaluated the allonge for debt modification in accordance with ASC 470-50 and concluded that the debt qualified for debt
extinguishment as the 10% cash flow test was met. As a result, the $496,037 of principal and accrued interest was written off, new debt was recorded at fair value as of August
23, 2021 in the amount of $500,000 and the Company recorded a net gain on extinguishment of debt in the amount of $74,672. The Company repaid the first $100,000
scheduled repayment on August 31, 2021.
12

The Company recorded a total debt discount of $332,042 related to the above convertible notes. Amortization of the debt discount was recorded as interest expense and a total
of $332,042 was fully amortized during the year ended December 31, 2020.
The unpaid outstanding principal amount and accrued and unpaid interest under the Note shall be convertible into shares of the Company’s common stock at any time at the
option of the investor. The conversion price shall be equal to 80% multiplied by the price per share paid by the investors in the next capital raising transaction consummated by
the Company in the amount of $1,000,000 or more (the “Qualified Financing”), subject to adjustments as provided in the Note. In the event the investor elects to convert the
Note prior to a Qualified Financing, the conversion price shall be the effective exercise price per share from time to time pursuant to the Note. At any time prior to the maturity
date of the Note, upon 10 business days’ notice to the investor, the Company shall have the right to pre-pay the entire remaining principal amount of the Note subject to the prepayment terms contained in the Note. The note is valued at face value and not considered a derivative since the Qualified Financing is at the control of the Company.
The Note contains a price-based anti-dilution provision, pursuant to which the conversion price of the Note shall be reduced upon the occurrence of certain dilutive issuances of
Company securities as set forth in the Note. The conversion of the Note is also subject to a beneficial ownership limitation of 4.99% of the number of shares of common stock
outstanding immediately after giving effect to such conversion. In the event the Company, prior to the maturity date of the Note, issues any Security (as defined in the Note)
with any term more favorable to the holder of such Security or with a term in favor of the holder of such Security that was not similarly provided to the Investor, then at the
Investor’s option such term shall become a part of the Note. The Company also agreed to provide piggy-back registration rights to the investor pursuant to which the Company
shall include all shares issuable upon conversion of the Note on the next registration statement the Company files with the Securities and Exchange Commission.
The Note contains events of default which, among other things, entitle the Investor to accelerate the due date of the unpaid principal amount of, and all accrued and unpaid
interest on, the Note. Upon the occurrence of any event of default, the outstanding balance shall immediately and automatically increase to 130% of the outstanding balance
immediately prior to the event of default, and the conversion price of the Note shall be redefined to equal 65% of the lowest trade accruing during the 10 consecutive Trading
Days (as defined in the Note) immediately preceding the applicable Conversion Date (as defined in the Note). Nickolay Kukekov, a director of the Company, and a third party,
each has personally guaranteed the repayment of the Note.
The Warrant has an exercise price of $1.25 per share (the “Exercise Price”), subject to adjustments as provided in the Warrant, and has an original term of five years. On May 4,
2021, relating to a loan extension, the warrant expiration date was extended to December 31, 2027. The Warrant contains a price-based anti-dilution provision, pursuant to
which the exercise price of the Warrant shall be reduced upon the occurrence of certain dilutive issuances of securities as set forth in the Warrant, with a corresponding increase
in the number of shares underlying the Warrant if the dilutive event occurs during the first three years of the Warrant, and a cashless exercise provision. The exercise of the
Warrant is subject to a beneficial ownership limitation of 9.99% of the number of shares of common stock outstanding immediately after giving effect to such exercise.
Due to the conversion of an outstanding convertible loan, certain anti-dilution provisions were triggered, resulting in the reset of the warrant amounts from 125,000 to 594,389,
warrant exercise price from $1.00 to $0.21 and the conversion price was capped at $0.21.
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Convertible Grid Notes
On April 21, 2020, the Company issued a Convertible Grid Promissory Note (the “Caleca Note”) to Thomas J. Caleca (“Caleca”), an existing stockholder of the Company,
pursuant to which Caleca agreed to advance to the Company the aggregate principal amount of $125,000 (the “Caleca Aggregate Advance”). The Company also issued to
Caleca a common stock purchase warrant (the “Caleca Warrant”), granting Caleca the right to purchase up to 750,000 shares of the Company’s common stock at a per share
exercise price of $0.80 (subject to adjustment as set forth in the Caleca Warrant).
Also on April 21, 2020, the Company issued a Convertible Grid Promissory Note (the “Brown Note”, and together with the Caleca Note, the “Grid Notes”) to Andrew Brown
(“Brown”, and together with Caleca, the “Grid Investors”), an existing stockholder of the Company, pursuant to which Brown agreed to advance to the Company the aggregate
principal amount of $125,000 (the “Brown Aggregate Advance”, and together with the Caleca Aggregate Advance, the “Aggregate Advance”). The Company also issued to
Brown a common stock purchase warrant (the “Brown Warrant”, and together with the Caleca Warrant, the “Grid Warrants”), granting Brown the right to purchase up to
750,000 shares of the Company’s common stock at a per share exercise price of $0.80 (subject to adjustment as set forth in the Brown Warrant). The Grid Warrants are
exercisable at any time commencing on October 21, 2022 (extended from the eighteen-month anniversary of the issuance of the Grid Warrants (as may be accelerated pursuant
to the terms of the Grid Warrants)) and expiring on the five-year anniversary of the issuance of the Grid Warrants.
On April 22, 2020, the Grid Investors each made their first cash advance of $25,000 pursuant to the terms of the Grid Notes, for an aggregate cash advance to the Company of
$50,000 (the “First Advance”). The Grid Investors made additional cash advances to the Company pursuant to the terms of their Grid Notes. As of December 31, 2020, a total
of $250,000 in principal was advanced to the Company. The Company recorded debt discount of $233,893 related to the Grid Notes. Amortization of the debt discount is
recorded as interest expense and a total of $73,976 was amortized during the nine months ended September 30, 2021, and the debt discount is fully amortized as of September
30, 2021.
The Grid Notes bear interest on the unpaid balances at a fixed simple rate of twelve percent (12%) per annum (subject to a rate increase if the Company commits an Event of
Default (as defined in the Grid Notes)), computed based on a 360-day year of twelve 30-day months, commencing on the date of the respective advance and payable quarterly.
The principal amount of the Aggregate Advance, or so much thereof as has been advanced to the Company by the Grid Investors from time to time pursuant to the Grid Notes,
will be payable on April 21, 2021, unless sooner converted into shares of the Company’s common stock pursuant to the terms of the Grid Notes. On April 20, 2021, the
maturity date was extended to April 21, 2022. The Company recorded $20,532 of accrued interest and has a total outstanding principal balance of $250,000 as of September 30,
2021.
The unpaid outstanding principal amount and accrued and unpaid interest under the Grid Notes shall be convertible at any time prior to the maturity date of the Grid Notes at
the election of the Grid Investors into such number of shares of the Company’s common stock obtained by dividing the amount so converted by $1.00 (the “Conversion Price”).
At the maturity date of the Grid Notes, all of the remaining unpaid outstanding principal amount and accrued and unpaid interest (the “Outstanding Balance”) under the Grid
Notes shall automatically convert into such number of shares of the Company’s common stock obtained by dividing the Outstanding Balance by the Conversion Price. The Grid
Notes may not be prepaid by the Company in whole or in part without the prior written consent of the respective Grid Investor.
The Grid Notes contain customary events of default, which, if uncured, entitle the Grid Investors to accelerate the due date of the unpaid principal amount of, and all accrued
and unpaid interest on, their Grid Notes.
September 1, 2020 Securities Purchase Agreement
On September 1, 2020 (the “September 1 Issuance Date”), the Company entered into a Securities Purchase Agreement and issued and sold to an investor an 8% Convertible
Redeemable Note in the original principal amount of $157,500 (the “September 1 Note”). The net amount received by the Company for the sale of the September 1 Note was
$142,500 after an original issue discount of $15,000 and after payment of the investor’s legal fees.
The September 1 Note bears interest commencing on the September 1 Issuance Date at a fixed rate of 8% per annum on any unpaid principal balance, and will be payable,
along with the principal amount, on September 1, 2021, unless such interest is earlier converted into shares of the Company’s common stock pursuant to the conversion terms
contained in the September 1 Note. The Company recorded debt discount of $157,500 related to the September 1 Note. During the nine months ended September 30, 2021, the
September 1 Note and all outstanding accrued interest was fully converted into 633,400 shares of common stock.
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September 22, 2020 Securities Purchase Agreement
On September 22, 2020, the Company entered into a Securities Purchase Agreement (the “September Purchase Agreement”) dated as of September 22, 2020 (the “September
22 Issuance Date”) and issued and sold to an investor a Promissory Note (the “September 22 Note”) in the aggregate original principal amount of $600,000, of which $100,000
aggregate principal amount was borrowed as of the Issuance Date with the balance of the principal borrowed on October 19, 2020. Also pursuant to the September Purchase
Agreement, in connection with the issuance of the September Note, the Company issued two common stock purchase warrants (separately, “Warrant A” and “Warrant B”, and
together, the “September Warrants”) to the investor, allowing the investor to purchase an aggregate of 1,411,764 shares of the Company’s common stock, with Warrant A being
a commitment fee of 705,882 shares of common stock, and Warrant B being fully earned upon issuance as an additional commitment fee of 705,882 shares of common stock,
provided that Warrant B is returnable to the Company upon the repayment of the September 22 Note, as an additional incentive for the repayment of the September 22 Note.
The net amount received by the Company during the year ended December 31, 2020 was approximately $505,000 after payment of certain fees to the investor or on behalf of
the investor.
In the event the Company breaches any of the covenants set forth in Section 4 of the Purchase Agreement, and in addition to any other remedies available to the Buyer pursuant
to the Purchase Agreement, it will be considered an Event of Default under the September 22 Note and the Company shall pay to the Buyer certain liquidated damages as set
forth in the September 22 Note in cash or in shares of common stock at the option of the Buyer. If the Buyer elects to have the Company pay such liquidated damages in shares
of common stock, such shares shall be issued at the conversion price at the time of payment.
The September 22 Note bears interest commencing on the September 22 Issuance Date at a fixed rate of 12% per annum on any unpaid principal balance, and will be payable,
along with the principal amount, on September 22, 2021, unless such interest is earlier converted into shares of the common stock pursuant to the conversion terms contained in
the September 22 Note.
A lump-sum interest payment for one year is due on the September 22 Issuance Date and added to the principal balance and payable on the maturity date of the September 22
Note or upon acceleration or by prepayment or otherwise, notwithstanding the number of days which the principal is outstanding. Principal payments shall be made in 6
installments each in the amount of $100,000 commencing 180 days following the applicable Issue Date (as defined in the Note) and continuing thereafter each 30 days for 5
months. The Company recorded debt discount of $600,000 related to the September 22 Note. Amortization of the debt discount is recorded as interest expense and a total of
$227,089 was amortized during the nine months ended September 30, 2021. On March 21, 2021, the Company repaid $100,000 of the outstanding principal. On April 27, 2021,
the Company repaid an additional $100,000. On May 21, 2021, the Company entered into an allonge that extended the maturity date to July 9, 2021 and waived all
requirements for monthly principal payments until the new maturity date. On August 23, 2021, the Company entered into an Allonge which increases the amount of outstanding
principal and interest to $519,200, payable in three installments of which $173,067 was due no later than August 31, 2021, $173,067 was due no later than September 30, 2021
and the final payment of $173,066 is due no later than October 31, 2021. The Company evaluated the allonge for debt modification in accordance with ASC 470-50 and
concluded that the debt qualified for debt extinguishment as the 10% cash flow test was met. As a result, the $472,000 of principal and accrued interest was written off, new
debt was recorded at fair value as of August 23, 2021 in the amount of $519,200 and the Company recorded a net loss on extinguishment of debt in the amount of $72,861. The
Company repaid the first scheduled payment on August 31, 2021 and the second payment on October 1, 2021.
The unpaid outstanding principal amount and accrued and unpaid interest under the September 22 Note shall be convertible into shares of common stock at any time on or after
the September 22 Issuance Date at the option of the investor. The conversion price shall be equal to the lesser of (subject to equitable adjustments): (i) the lowest Market Price
(as defined in the September 22 Note) during the previous five Trading Day (as defined in the September 22 Note) period ending on the latest complete Trading Day prior to the
September 22 Issuance Date, and (ii) the Variable Conversion Price (as defined in the September 22 Note). The conversion price shall be adjusted downwards upon certain
events as set forth in the September 22 Note.
The September 22 Note is subject to adjustment in the event of certain events, including mergers or consolidations of the Company, distributions of assets to holders of
common stock, stock repurchases, and dilutive issuances (other than “Exempt Issuances” as defined in the September 22 Note).
Provided that an event of default under the September 22 Note has not occurred, the Company may prepay in whole or in part the amounts outstanding under the September 22
Note by making a payment to the investor of an amount in cash equal to the sum of: (w) the then outstanding principal amount of the September 22 Note plus (x) accrued and
unpaid interest on the unpaid principal amount of the September 22 Note plus (y) default interest, if any.
The conversion of the September 22 Note and the exercise of the Warrants are subject to a beneficial ownership limitation of 4.99% of the number of shares of common stock
outstanding immediately after giving effect to such conversion or exercise, as the case may be.
The September 22 Note contains customary events of default which entitle the investor, among other things, to accelerate the due date of the unpaid principal amount of, and all
accrued and unpaid interest on, the September 22 Note. Upon an event of default, interest shall accrue at a default interest rate of 24% per annum or, if such rate is usurious or
not permitted by current law, then at the highest rate of interest permitted by law. The September 22 Note further contains monetary penalties in the event of certain events of
default or breaches.
The September 22 Note is further subject to a “most-favored nation” clause in the event the Company issues any security with any term more favorable to the holder of such
security.
15

The September Warrants each have an exercise price of $1.28, subject to customary adjustments, and may be exercised at any time until the three-year anniversary of the
September Warrants; provided, however, in the event the Company repays the September 22 Note in its entirety on or prior to the maturity date of the September 22 Note,
Warrant B shall automatically expire and may only be exercised in the event it does not so automatically expire. The September Warrants include a cashless exercise provision
as set forth therein.
On December 28, 2020, the Company issued the December Warrants (as defined in Note 5 below) with an exercise price that was lower than the exercise price of the
September Warrants. Accordingly, the amount of shares under the September Warrants was reset to 1,505,882 with an exercise price per share of $1.20.
February 8, 2021 Loan
On February 8, 2021, the Company signed a loan agreement in the amount of $500,000 (the “February 8 Loan”) pursuant to which the Company would enter into a business
combination with the lender subject to the terms and conditions defined in the agreement. The loan bears interest of 10% and matures upon the earlier of 6 months or the date
that the business combination becomes effective. In the case of a business combination becoming effective, the loan shall convert immediately into or be credited towards such
transaction. Subsequent to the balance sheet date, this note and outstanding accrued interest was converted into a new debt agreement as part of the merger agreement (See Note
13).
Derivative Accounting for the Convertible Notes Payable
The Company evaluated the terms and conditions of the Note, the Grid Notes, the September 1 Note, and the September 22 Note under the guidance of ASC 815. The
conversion terms of the convertible notes are variable based on certain factors, such as the future price of the Company’s common stock. The number of shares of common
stock to be issued is based on the future price of the Company’s common stock. The number of shares of common stock issuable upon conversion of the promissory note is
indeterminate. Due to the fact that the number of shares of common stock issuable could exceed the Company’s authorized share limit, the equity environment is tainted, and all
additional convertible debentures and warrants are included in the value of the derivative liabilities. Pursuant to ASC 815-15 Embedded Derivatives, the fair values of the
variable conversion options and warrants and shares to be issued were recorded as derivative liabilities on the issuance date and revalued at each reporting period.
Certain of the Company’s embedded conversion features on debt and outstanding warrants are treated as derivative liabilities for accounting purposes under ASC 815 due to
insufficient authorized shares to settle these outstanding contracts, or due to other rights connected with these contracts, such as registration rights. In the case of insufficient
authorized share capital available to fully settle outstanding contracts, the Company utilizes the issuance date sequencing method to reclassify outstanding contracts as
derivative instruments. These instruments do not trade in an active securities market. As a result, the conversion terms of the Note, the Grid Notes, the September 1 Note, and
the September 22 Note are treated as a derivative liability. (see Note 6)
NOTE 5 – NOTES PAYABLE
October 21, 2019 Note
On October 21, 2019, an investor of the Company subscribed for a promissory note (the “October Note”) and loaned to the Company $50,000.
The October Note bears interest at a fixed rate of 14% per annum, computed based on a 360-day year of twelve 30-day months, which interest will be payable quarterly until
the maturity date. The principal amount and any accrued and unpaid interest due under the October Note was originally to mature on October 21, 2020, subject to a thirty-day
grace period. On November 13, 2020, the Company entered into an allonge with the investor that extended the maturity date of the note to April 21, 2021, which was further
extended until October 21, 2021. During the nine months ended September 30, 2020 the Company recorded $5,247 of interest expense and has a total outstanding principal
balance of $50,000 and accrued interest of $6,603 as of September 30, 2021.
The October Note contains customary events of default, which, if uncured, entitle the lender to accelerate the due date of the unpaid principal amount of, and all accrued and
unpaid interest on, the October Note.
February 21, 2020 Note
On February 21, 2020, a third party loaned the Company $20,000, evidenced by a non-convertible promissory note (the “February Note”).The February Note bears interest at a
fixed rate of 12% per annum, computed based on a 360-day year of twelve 30-day months, which interest will be payable quarterly until the maturity date. The principal
amount and any accrued and unpaid interest due under the February Note were originally payable on July 1, 2020. On July 28, 2020 the Company entered into an allonge,
effective July 1, 2020, to extend the original maturity date to February 21, 2021, which was further extended until February 21, 2022. The Company recorded $2,993 of accrued
interest and has a total outstanding principal balance of $20,000 as of September 30, 2021.
The February Note contains customary events of default, which, if uncured, entitle the lender to accelerate the due date of the unpaid principal amount of, and all accrued and
unpaid interest on, the February Note.
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December 28, 2020 Note
On December 28, 2020, the Company entered into a Securities Purchase Agreement (the “December Purchase Agreement”) dated as of December 28, 2020 (the “December 28
Issuance Date”) and issued and sold to an investor a Promissory Note (the “December 28 Note”) in the aggregate principal amount of $300,000. Pursuant to the December
Purchase Agreement, in connection with the issuance of the December 28 Note, the Company issued two common stock purchase warrants (separately, “Warrant A” and
“Warrant B”, and together, the “December Warrants”) to the investor, allowing the investor to purchase an aggregate of 500,000 shares of the Company’s common stock, with
Warrant A being a commitment fee of 250,000 shares of common stock, and Warrant B being fully earned upon issuance as an additional commitment fee of 250,000 shares of
common stock, provide that Warrant B is returnable to the Company upon the repayment of the December 28 Note, as an additional incentive for the repayment of the
December 28 Note.
The net amount received by the Company during the year ended December 31, 2020 was approximately $265,000 after payment of certain fees to the investor or on behalf of
the investor.
The December 28 Note bears interest commencing on the December 28 Issuance Date at a fixed rate of 12% per annum on any unpaid principal balance, and will be payable,
along with the principal amount, on December 28, 2021.
A lump-sum interest payment for one year is due on the December 28 Issuance Date and added to the principal balance and payable on the maturity date of the December 28
Note or upon acceleration or by prepayment or otherwise, notwithstanding the number of days which the principal is outstanding. Principal payments shall be made in 6
installments each in the amount of $56,000 commencing 180 days following the Issue Date (as defined in the Note) and continuing thereafter each 30 days for 5 months. The
Company recorded debt discount of $300,000 related to the December 28 Note. Amortization of the debt discount is recorded as interest expense and a total of $224,384 was
amortized during the nine months ended September 30, 2021. The Company has a total outstanding principal balance of $300,000 as of September 30, 2021.
Provided that an event of default under the December 28 Note has not occurred, the Company may prepay in whole or in part the amounts outstanding under the December 28
Note without a prepayment penalty.
The December 28 Note contains customary events of default which entitle the investor, among other things, to accelerate the due date of the unpaid principal amount of, and all
accrued and unpaid interest on, the December 28 Note. Upon an event of default, interest shall accrue at a default interest rate of 24% per annum or, if such rate is usurious or
not permitted by current law, then at the highest rate of interest permitted by law. The December 28 Note further contains monetary penalties in the event of certain events of
default or breaches.
The December Warrants each have an exercise price of $1.20, subject to customary adjustments, and may be exercised at any time until the three-year anniversary of the
December Warrants; provided, however, in the event the Company repays the December 28 Note in its entirety on or prior to the maturity date of the December 28 Note,
Warrant B shall automatically expire and may only be exercised in the event it does not so automatically expire. The December Warrants include a cashless exercise provision
as set forth therein.
April 27, 2021 Note
On April 27, 2021, the Company signed a loan agreement in the amount of $100,000 (the “April 2021 Note”). The April 2021 Note bears interest at a fixed rate of 10% per
annum, which will be payable on the maturity date of October 27, 2021. The Company recorded $4,192 of accrued interest and has a total outstanding principal balance of
$100,000 as of September 30, 2021.
The April 2021 Note contains customary events of default, which, if uncured, entitle the lender to accelerate the due date of the unpaid principal amount of, and all accrued and
unpaid interest on, the April 2021 Note.
May 6, 2021 Note
On May 6, 2021, the Company signed a loan agreement in the amount of $150,000, (the “May 2021 Note”). The May 2021 Note bears interest at a fixed rate of 10% per
annum, which will be payable on the maturity date of November 6, 2021. The Company recorded $5,959 of accrued interest and has a total outstanding principal balance of
$150,000 as of September 30, 2021.
The May 2021 Note contains customary events of default, which, if uncured, entitle the lender to accelerate the due date of the unpaid principal amount of, and all accrued and
unpaid interest on, the May 2021 Note.
2021 Bridge Notes
During the period from June 22, 2021 through September 1, 2021, Piezo (please see Note 13 Subsequent Event) loaned the Company a total of $603,067 in the form of nonconvertible promissory notes (the “2021 Bridge Notes”). The 2021 Bridge Notes do not bear interest and are payable on the maturity date of September 30, 2021.
The 2021 Notes contain customary events of default, which, if uncured, entitle the lender to accelerate the due date of the unpaid principal amount of, and all accrued and
unpaid interest on, the 2021 Notes.
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Derivative Accounting for the December 28, 2020 Note
The Company evaluated the terms and conditions of the December 28, 2020 Note and the accompanying December Warrants under the guidance of ASC 815. Certain of the
Company’s outstanding warrants are treated as derivative liabilities for accounting purposes under ASC 815 due to insufficient authorized shares to settle these outstanding
contracts, or due to other rights connected with these contracts, such as registration rights. In the case of insufficient authorized share capital available to fully settle outstanding
contracts, the Company utilizes the issuance date sequencing method to reclassify outstanding contracts as derivative instruments. These instruments do not trade in an active
securities market. As a result, the December Warrants are treated as a derivative liability. (see Note 6)
NOTE 6 – DERIVATIVE LIABILITIES
The Company evaluated the terms and conditions of the Notes and Convertible Notes Payable (see Notes 4 and 5) and pursuant to ASC 815-15 Embedded Derivatives, certain
conversion options and outstanding warrants were recorded as derivative liabilities on the issuance date and revalued at each reporting period.
The table below provides a summary of the changes in fair value, including net transfers in and/or out of all financial liabilities measured at fair value on a recurring basis using
significant unobservable inputs (Level 3) during the nine months ended September 30, 2021:

Balance on December 31, 2020
Issuances to Additional paid in capital
Settlement upon note conversion/repayment
Net extinguishment
Change in fair value of derivative liabilities
Change in fair value of warrant liabilities
Balance on September 30, 2021

$

$

Amount
2,562,942
1,230
(137,580)
(85,153)
134,438
(730,394)
1,745,483

The fair value of the derivative conversion features and warrant liabilities as of September 30, 2021 were calculated using a Monte-Carlo option model valued with the
following assumptions:
September 30,
2021
Dividend yield
Expected volatility
Risk free interest rate
Contractual terms (in years)
Conversion/Exercise price

$

0%
8.2% - 88.2%
0.10% - 0.67%
0.08 - 4.73
0.21 - $1.20

NOTE 7 – OTHER LIABILITIES
In 2016, the Company recorded a liability in connection with the sale of two Electroencephalograms (“EEG”) machines as it provided a guarantee to the customer’s financing
company (See Note 2). In June 2017, the customer defaulted on its payments and an additional $19,107 was booked as a liability and recognized as a loss on the sale of the
assets for interest and some taxes related to the transaction. As of September 30, 2021, and December 31, 2020, total liability to the financing company reflected in Other
Liabilities is $4,595 and $4,595, respectively. The Company did not make payments in the current quarter and are in discussion as to future payments since the equipment was
not returned as per the agreement.
NOTE 8 – RELATED PARTY TRANSACTIONS
During the year ended December 31, 2018, an entity controlled by Mr. Vadim Sakharov, a former director and executive officer of the Company, provided a $50,000 noninterest-bearing, no-term loan to the Company. An additional $5,530 of non-interest bearing no-term proceeds were loaned to the Company during the year ended December 31,
2019. As of September 30, 2021, and December 31, 2020, the balance was $55,530 and $55,530, respectively.
During the nine months ended September 30, 2021 and 2020, the Company purchased an aggregate of $335,675 and $284,703, respectively, of medical devices for resale and
distribution from Neurotech, a company that Mr. Sakharov, a former director and executive officer of the Company, is a shareholder and executive manager.
During the nine months ended September 30, 2021 and 2020, the Company had expenses related to research and development costs of $140,154 and $19,700, respectively, to
an entity controlled by Boris Goldstein, the Company’s Chairman of the Board.
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During the nine months ended September 30, 2021 and 2020, the Company had expenses related to general and administrative costs of $23,298 and $12,148, respectively, to an
entity controlled by Mr. Sakharov, a former director and executive officer of the Company.
During the nine months ended September 30, 2021 and 2020, the Company had expenses related to sales and marketing costs of $49,469 and $36,109, respectively, to an entity
controlled by Mr. Sakharov, a former director and executive officer of the Company.
During the year ended December 31, 2019, an affiliate of Boris Goldstein, the Company’s Chairman of the Board, provided an aggregate total of $50,000, in a non-interestbearing, no-term loan to the Company. During the nine months ended September 30, 2021, the affiliate provided an additional $50,000 of non-interest-bearing, no-term loans to
the Company. As of September 30, 2021 and December 31, 2020, the balance was $100,000 and $50,000, respectively.
During the year ended December 31, 2019, an affiliate of Nickolay Kukekov, a director of the Company, provided an aggregate total of $217,000 in non-interest-bearing, noterm loans to the Company. As of September 30, 2021 and December 31, 2020, the balance was $217,000 and $217,000, respectively.
NOTE 9 – LEASES
The Company has inventoried all leases where the Company is a lessee as of the initial date of application and has examined other contracts with suppliers, vendors, customers
and other outside parties to identify whether such contracts contain an embedded lease as defined under the new guidance. The Company’s lease population comprises of leases
for corporate office space and a warehouse that are year-to-year basis with monthly rent ranging from approximately $150 to $3,200 and qualify under the practical expedient
of short-term leases. The Company does not have exclusive rights of control to any assets in the customer and vendor contracts reviews and does not have any financing leases
as of the date of adoption of ASC 842.
Beginning January 1, 2020, the Company entered into a 12-month lease agreement ending December 31, 2020, with a third party in Russia. The Company is paying rent at a
rate of 17,900 Rubles ($240) per month.
Additionally, the Company also rents a warehouse. Beginning December 1, 2018, the Company entered into a 6-month warehouse rental agreement for $2,980 per month. The
lease was renewed on June 1, 2019 for an additional year ending May 31, 2020, for $3,171 per month. The Company leased the warehouse for an additional three months and
left the premises in the third quarter of 2020.
Total rent expense for the nine months ended September 30, 2021 and 2020 was $5,619 and $31,973, respectively.
The Company has one lease agreement with terms up to 2 years for the lease of office space. The assets and liabilities from operating leases are recognized at the
commencement date based on the present value of remaining lease payments over the lease term using the Company’s secured incremental borrowing rates or implicit rates,
when readily determinable. Short-term leases, which have an initial term of 12 months or less, are not recorded on the balance sheet.
The Company’s operating lease does not provide an implicit rate that can readily be determined. Therefore, we use a discount rate based on our incremental borrowing rate,
which is determined using the interest rate of our debt as of July 1, 2020.
The Company’s weighted-average remaining lease term relating to its operating leases is 1.17 years, with a weighted-average discount rate of 12%.
The Company incurred lease expense for its operating leases of $34,917 and $0 which was included in “General and administrative expenses,” for the nine months ended
September 30, 2021 and 2020, respectively.
The Company had operating cash flows used in operating leases of $1,155 for the nine months ended September 30, 2021.
The following table presents information about the amount, timing and uncertainty of cash flows arising from the Company’s operating leases as of September 30, 2021.
Maturity of Lease Liability
2021
2022
Total undiscounted operating lease payments
Less: Imputed interest
Total operating lease liabilities
Less: Current portion of operating lease
Long-term portion of operating lease

$

$

19

12,260
32,700
44,960
(2,585)
42,375
(42,375)
-

At December 31, 2020, the operating lease right of use asset was $69,632. Supplemental balance sheet information related to the lease as of September 30, 2021 was:
Operating lease right-of-use asset

$

Lease liability, current portion
Lease liability, long-term
Total operating lease liability

40,093
42,375
-

$

42,375

Weighted average remaining lease term (months)

11

Weighted average discount rate

12%

NOTE 10 – STOCKHOLDERS’ DEFICIT
Preferred Stock
The Company has authorized 10,000,000 shares of undesignated preferred stock with a $0.001 par value. As of September 30, 2021, no preferred shares have been issued and
these shares are considered blank check preferred shares with no terms, limitations, or rights associated with them.
Common Stock
The Company has authorized 200,000,000 shares of common stock with a $0.001 par value per share. The holders of common stock are entitled to one vote for each share of
common stock held at the time of vote. As of September 30, 2021, the Company had 20,526,439 shares outstanding or deemed outstanding.
Share Offering
The Company is currently involved in a Regulation A+ share offering pursuant to which the Company is offering up to a maximum of 1,111,111 units, with each unit consisting
of five shares of common stock, par value $0.001, and a warrant to purchase one share of common stock, par value $0.001, at an offering price of $9.00 per unit or $1.80 per
share of common stock, for a maximum aggregate offering of $10,000,000. During the nine months ended September 30, 2021, the Company issued 17,300 shares of common
stock and 3,460 warrants in respect of this offering.
Shares Issued for Services
On October 15, 2020, the Company granted to a newly-hired non-executive officer of the Company 292,174 restricted shares under the Company’s 2018 Equity Incentive Plan,
which vest quarterly in equal amounts commencing January 15, 2021 and ending January 15, 2022. The shares were valued as of the date of the grant at a fair value of $1.67
per share or $487,931, which will be amortized over the vesting period. During the nine months ended September 30, 2021, 97,391 shares had vested and the Company
recognized $162,050 of stock-based compensation.
Warrants
The following table summarized the warrant activity for the nine months ended September 30, 2021:

$

Weighted
Average
Exercise
Price
0.97
0.02
-

Weighted
Average
Remaining
Contractual
Term
3.14
3.89
-

4,505,981

$

0.87

2.70

$

83,036

3,005,981

$

0.90

2.27

$

83,036

Number
of
Shares
4,033,132
472,849
-

Warrants
Balance Outstanding, December 31, 2020
Granted
Forfeited
Exercised
Expired
Balance Outstanding, September 30, 2021
Exercisable, September 30, 2021
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Aggregate
Intrinsic
Value
$
83,036
-

Equity Incentive Plan
As of September 21, 2018, the Company’s board of directors adopted, and stockholders approved the 2018 Equity Incentive Plan (the “2018 Plan”). The 2018 Plan has a 10year term, which terminates on the day prior to the 10th anniversary of its adoption by the Board. Under the 2018 Plan, the Company may grant equity-based incentive awards,
including options, restricted stock, and other stock-based awards, to any directors, employees, advisers, and consultants that provide services to the Company. The vesting
period, term and exercise price will be determined at the time of the grant. An aggregate of up to 3,500,000 of the Company’s common stock was reserved for issuance under
the 2018 Plan. In July 2021, this amount was increased to an aggregate of up to 8,000,000 shares. As of September 30, 2021, the Company has granted and has 1,941,779
options outstanding, as well as 339,972 shares of restricted common stock issued under the 2018 Plan.
On January 14, 2019, the Board of Directors approved the issuance of options to purchase an aggregate of 800,000 and 200,000 shares of common stock to Boris Goldstein and
Vadim Sakharov (a former director and executive officer of the Company), respectively. The options have an exercise price of $0.75 per share which will vest over a 24-month
period as follows: 25% (or 200,000 and 50,000, respectively) shall vest six months after the grant date with the remaining options will vest on a monthly basis at a rate of 1/24th
per month. The options will expire on January 14, 2029. The aggregate fair value of $17,111 was calculated using the Black-Scholes pricing model with the following
assumptions: (i) expected life 10 years, (ii) volatility of 77%, (iii) risk free rate of 2.71% (iv) dividend rate of zero, (v) stock price of $0.042, and (vi) exercise price of $0.75.
The full amount was expensed as of December 31, 2020.
On January 30, 2020, the Board of Directors approved the issuance of options to purchase an aggregate of 800,000 shares of common stock to Boris Goldstein. The options
have an exercise price of $0.75 per share which will vest ratably on a quarterly basis over a two-year period. The options will expire on January 30, 2029. The aggregate fair
value of $51,757 was calculated using the Black-Scholes pricing model with the following assumptions: (i) expected life 10 years, (ii) volatility of 76%, (iii) risk free rate of
1.57% (iv) dividend rate of zero, (v) stock price of $0.12, and (vi) exercise price of $0.75. The expense will be amortized over the vesting period and a total of $19,329 was
recorded during the nine months ended September 30, 2021.
On January 26, 2021, the Board of Directors approved the issuance of options to purchase an aggregate of 16,779 shares of common stock to Nickolay Kukekov. The options
have an exercise price of $1.49 per share and fully vested on the initial grant date. The options will expire on January 26, 2031. The aggregate fair value of $20,817 was
calculated using the Black-Scholes pricing model with the following assumptions: (i) expected life 10 years, (ii) volatility of 85.5%, (iii) risk free rate of 1.05% (iv) dividend
rate of zero, (v) stock price of $1.49, and (vi) exercise price of $1.49. The expense was recognized in full on the initial grant date.
On February 11, 2021, the Board of Directors approved the issuance of options to purchase an aggregate of 125,000 shares of common stock, 50,000 to Irina Nazarova, and
25,000 each to Denis Serikov, Olesia Sukhaporova and Roman Bondarenko. The options have an exercise price of $1.50 per share which will vest over a 30-month period as
follows: 25% (or 12,500 and 6,250, respectively) shall vest six months after the grant date with the remaining options will vest on a monthly basis at a rate of 1/24th per month.
The options will expire on February 11, 2031. The aggregate fair value of $156,655 was calculated using the Black-Scholes pricing model with the following assumptions: (i)
expected life 10 years, (ii) volatility of 85.9%, (iii) risk free rate of 1.16% (iv) dividend rate of zero, (v) stock price of $1.50, and (vi) exercise price of $1.50. The expense will
be amortized over the vesting period and a total of $39,723 was recorded during the nine months ended September 30, 2021.
The following table summarized the option activity for the nine months ended September 30, 2021:

Number
of
Shares
1,800,000
141,779
-

Options
Balance Outstanding, December 31, 2020
Granted
Forfeited
Exercised
Expired
Balance Outstanding, September 30, 2021
Exercisable, September 30, 2021

Weighted
Average
Exercise
Price
$
0.75
1.50
-

Weighted
Average
Remaining
Contractual
Term
8.51
9.37
-

Aggregate
Intrinsic
Value
$

-

1,941,779

$

0.80

7.88

$

-

1,751,935

$

0.77

7.77

$

-

For future periods, the remaining value of the stock options totaling approximately $125,570 will be amortized into the statement of operations consistent with the period for
which the services will be rendered.
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NOTE 11 – COMMITMENTS AND CONTINGENCIES
Financial Advisory Agreement
On February 1, 2017, the Company entered into a one-year agreement with a third party to act as the Company’s exclusive financial advisor (the “Financial Advisor”). In
consideration for services, the Company will pay a cash fee equal to 8% of the total amount of capital received by the Company from institutions and 10% of the total amount
of capital received by the Company from retail. With the exception of the Bridge Private Placement Transaction, the Company will also pay a cash amount, representing a nonaccountable expense allowance payable immediately upon closing of a financing equal to 3% of the aggregate gross proceeds raised in the transactions from retail. In addition
to the cash consideration, the Company will also issue warrants to purchase common stock to the Financial Advisor in an amount equal to 10% of the number of shares of
common stock purchased by the investors and that the investors obtain a right to acquire through purchase, conversion or exercise of convertible securities issued by the
Company. Those warrants will be immediately exercisable at the price per share at which the investor can acquire the common stock. On February 5, 2018, the agreement was
amended to extend the exclusivity period another 12 months through February 1, 2019, all other terms and conditions of the agreement remained the same.
NOTE 12 – MERGER
On June 11, 2021, the Company entered into an Agreement and Plan of Merger and Reorganization (the “Merger Agreement”) with Piezo Motion Corp., a Delaware
corporation (“Piezo”), and BRSF Acquisition Inc., a Delaware corporation and a wholly-owned subsidiary of the Company (“Merger Sub”). Pursuant to the terms and subject
to the conditions set forth in the Merger Agreement, Merger Sub will be merged with and into Piezo, Merger Sub will cease to exist and Piezo will survive as a wholly-owned
subsidiary of the Company (the “Merger”).
At the effective time of the Merger (the “Effective Time”), each outstanding share of Piezo capital stock will be automatically converted into the right to receive that number of
shares of Company common stock equal to 100% of the issued and outstanding shares of Company common stock on a “fully diluted basis” (as defined in the Merger
Agreement) calculated as of the Effective Time (the “Exchange Ratio”). Following the consummation of the Merger, former stockholders of Piezo are expected to own
approximately 50% of the Company and current stockholders of the Company are expected to own approximately 50% of the Company, in each case based on the fully diluted
shares of the Company prior to the consummation of the Merger. The Exchange Ratio and the actual number of shares of Company common stock to be issued to the Piezo
stockholders is not yet determinable and will be based on, in part, whether and to what extent the Company’s existing indebtedness is converted into Company common stock
or repaid in cash at or prior to the Effective Time, and is expected to result in the former Piezo stockholders owning a majority of the Company’s issued and outstanding shares
of common stock as of immediately after the Effective Time. The completion of the Merger is subject to various customary conditions, as well as the closing of a capital raise
by the Company of at least $5.0 million (the “Offering”), including any interim bridge financing raised by either Company or Piezo that is convertible into the Offering.
Pursuant to the terms of the Merger Agreement, the Company is obligated to issue to certain affiliates and non-affiliates of the Company, options and warrants to purchase an
aggregate number of shares equal to 20% of the issued and outstanding shares of Company common stock immediately after the Effective Time. The Merger officially closed
on October 1, 2021.
NOTE 13 – SUBSEQUENT EVENTS
In accordance with ASC 855 “Subsequent Events,” Company management reviewed all material events through the date this report was issued, and the following subsequent
events took place.
On June 11,2021 Brain Scientific Inc. (the “Company”) entered into an Agreement and Plan of Merger and Reorganization (the “Merger Agreement”) with Piezo Motion Corp.,
a Delaware corporation (“Piezo”), and BRSF Acquisition Inc., a Delaware corporation and wholly owned subsidiary of the Company (“Merger Sub”). Pursuant to the terms and
subject to the conditions set forth in the Merger Agreement, Merger Sub was to be merged with and into Piezo, whereby Merger Sub would cease to exist and Piezo would
survive as a wholly owned subsidiary of the Company (the “Merger”). On October 1,2021 the Company, Piezo and the Merger Sub entered into an Amendment to Merger
Agreement (the “Merger Agreement Amendment”) to revise certain provisions within the Merger Agreement involving the post-Merger composition of Company management
and certain post-Merger arrangements with the Company’s outgoing principal executive officer. The Merger was completed on October 1, 2021.
At the effective time of the Merger on October 1, 2021 (the “Effective Time”), shares of common stock, par value $0.0001 per share, of Piezo, representing all of Piezo’s issued
and outstanding common stock immediately prior to the Effective Time (the “Piezo Shares”) were converted into an aggregate of 29,520,454 shares of common stock, par value
$0.001 per share of the Company (the “Merger Shares”), with such Merger Shares representing, upon issuance, 50% of the Company’s issued and outstanding common stock
on a fully diluted basis. At the Effective Time, Piezo had no outstanding options, warrants, convertible notes or other securities exercisable for or convertible into shares of
Piezo common stock
Upon closing of the Merger on October 1, 2021, the Company issued 160,000 shares of common stock to a consultant for services provided to the Company. The issuance of
these shares was contingent on the successful closing of the Merger.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Forward Looking Statements
The following discussion should be read in conjunction with our unaudited financial statements and related notes included in Item 1, “Financial Statements,” of this Quarterly
Report on Form 10-Q. Certain information contained in this MD&A includes “forward-looking statements.” Statements which are not historical reflect our current expectations
and projections about our future results, performance, liquidity, financial condition and results of operations, prospects and opportunities and are based upon information
currently available to us and our management and their interpretation of what is believed to be significant factors affecting our existing and proposed business, including many
assumptions regarding future events. Actual results, performance, liquidity, financial condition and results of operations, prospects and opportunities could differ materially and
perhaps substantially from those expressed in, or implied by, these forward-looking statements as a result of various risks, uncertainties and other factors, including those risks
described in detail in the section entitled “Risk Factors” of this Quarterly Report on Form 10-Q.
Forward-looking statements, which involve assumptions and describe our future plans, strategies, and expectations, are generally identifiable by use of the words “may,”
“should,” “would,” “will,” “could,” “scheduled,” “expect,” “anticipate,” “estimate,” “believe,” “intend,” “seek,” or “project” or the negative of these words or other variations
on these words or comparable terminology.
In light of these risks and uncertainties, and especially given the nature of our existing and proposed business, there can be no assurance that the forward-looking statements
contained in this section and elsewhere in this Quarterly Report on Form 10-Q will in fact occur. Potential investors should not place undue reliance on any forward-looking
statements. Except as expressly required by the federal securities laws, there is no undertaking to publicly update or revise any forward-looking statements, whether as a result
of new information, future events, changed circumstances or any other reason.
Overview
Through our wholly owned subsidiary, MemoryMD, which we acquired in the Merger, we are seeking to provide a centralized platform for data acquisition and analysis of
EEG data that combines innovative medical device technologies with cloud-based telehealth services. Both our NeuroCap, a pre-gelled disposable EEG headset, and
NeuroEEG, a 16 channel, portable, cloud-enabled data acquisition platform for EEG activity, received FDA clearance to market in 2018. Our discussion on MemoryMD refers
only to the business of MemoryMD, as the Merger closed subsequent to the end of our September 30, 2021 quarter.
The Company is not currently offering any data analysis services. The Company is primarily focused on establishing diagnostic protocols to identify pathological risk factors
involving the brain, and driving novel insights into cognitive health that support early treatment of neurological disorders.
In 2019, we commenced acting as a distributor of third-party medical devices in Russia (including those purchased from a company affiliated with one of our former officers
and directors), which resulted in all of our revenue for 2019. Sales in Russia also represent the majority of all revenue in fiscal 2020 and for the three and nine months ended
September 30, 2021. While we intend to continue the sale of third-party medical devices, we do not intend for it to be our primary source of revenue in the long-term and
expect to curtail or cease this line of operations as, if and when we commence generating material, recurring revenues from our products, of which we can give no assurance.
We also can give no assurance that any revenue we generate from so acting as a distributor of third-party medical devices will continue, will continue to be material or will be
sufficient to enable us to continue our operations. We have no supply or distribution agreements in place with respect to such business. In the event that we see an opportunity
to sell such products, we procure them and then re-sell them.
The World Health Organization (WHO) declared the coronavirus outbreak a pandemic on January 30, 2020. Since the outbreak in China in December 2019, COVID-19 has
expanded its impact to Europe, where all of our operations reside, as well as our employees, suppliers and customers. While the disruption is currently expected to be
temporary, there is considerable uncertainty around the duration of the closings and shelter-in-place orders and the ultimate impact of governmental initiatives. However, the
financial impact and duration cannot be reasonably estimated at this time.
We have very limited resources. To date, our primary activities have been limited to, and our limited resources have been dedicated to, performing business and financial
planning, raising capital, recruiting personnel, negotiating with business partners and the licensors of our intellectual property and conducting development activities, although
we have acted as a distributor of third-party medical devices in Russia (including those purchased from a company affiliated with one of our officers and directors) which has
generated revenue for us. Our first products, the NeuroCap and NeuroEEG, are ready for commercialization and sale and we have commenced some non-recurring, initial sales.
Our other products are still being tested or are still under development.
We have incurred losses since inception and had an accumulated deficit of $10,491,678 as of September 30, 2021, primarily as a result of expenses incurred in connection with
our research and development programs and from general and administrative expenses associated with our operations. We expect to continue to incur significant expenses and
increasing operating and net losses for the foreseeable future.
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Historically, our primary source of cash has been proceeds from the sale of convertible promissory notes and other borrowings. To fund our operations, for the nine months
ended September 30, 2021, we issued $500,000 of convertible promissory notes, $853,067 of non-convertible notes, $50,000 of a related party loan and $30,672 from the
issuance of common stock and warrants. For the year ended December 31, 2020, we issued convertible promissory notes for aggregate gross proceeds of $897,700 and a
promissory note for gross proceeds of 285,000.
We need to obtain substantial additional funding in connection with our continuing operations through public or private equity or debt financings or other sources, which may
include collaborations with third parties. However, we may be unable to raise additional funds when needed on favorable terms or at all. Our failure to raise such capital as and
when needed would have a negative impact on our financial condition and our ability to develop and commercialize our products and future products and our ability to pursue
our business strategy. See “Liquidity and Capital Requirements” below.
Recent Developments
On June 11,2021 Brain Scientific Inc. (the “Company”) entered into an Agreement and Plan of Merger and Reorganization (the “Merger Agreement”) with Piezo Motion Corp.,
a Delaware corporation (“Piezo”), and BRSF Acquisition Inc., a Delaware corporation and wholly owned subsidiary of the Company (“Merger Sub”). Pursuant to the terms and
subject to the conditions set forth in the Merger Agreement, Merger Sub was to be merged with and into Piezo, whereby Merger Sub would cease to exist and Piezo would
survive as a wholly owned subsidiary of the Company (the “Merger”). On October 1,2021 the Company, Piezo and the Merger Sub entered into an Amendment to Merger
Agreement (the “Merger Agreement Amendment”) to revise certain provisions within the Merger Agreement involving the post-Merger composition of Company management
and certain post-Merger arrangements with the Company’s outgoing principal executive officer. The Merger was completed on October 1, 2021.
At the effective time of the Merger on October 1, 2021 (the “Effective Time”), shares of common stock, par value $0.0001 per share, of Piezo, representing all of Piezo’s issued
and outstanding common stock immediately prior to the Effective Time (the “Piezo Shares”) were converted into an aggregate of 29,520,454 shares of common stock, par value
$0.001 per share of the Company (the “Merger Shares”), with such Merger Shares representing, upon issuance, 50% of the Company’s issued and outstanding common stock
on a fully diluted basis. At the Effective Time, Piezo had no outstanding options, warrants, convertible notes or other securities exercisable for or convertible into shares of
Piezo common stock
Post-Merger the Company is a holding company pursuing two lines of business through its wholly owned subsidiaries, MemoryMD and Piezo. Piezo is committed to the
development of innovative piezoelectric polymer actuators and electrode components that enhance their functionality in a multitude of applications. Its current business is to
work with startups, OEMs, research institutions, and industrial companies from around the world empowering the visionaries behind their products (the “Piezo Business”). Post
the Piezo Merger, the Company is now a holding company pursuing both the Memory MD Business and Piezo Business.
Through September 1, 2021, we borrowed an aggregate of $603,000 from Piezo for working capital purposes pursuant to non-interest bearing notes, each of which have a
maturity date of September 30, 2021.
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Financial Overview
Revenue
For the nine months ended September 30, 2021, we have generated approximately $527,000 of revenue primarily through our acting as a distributor of third-party medical
devices in Russia (including those purchased from a company affiliated with one of our former officers and directors), while we continue to commercialize our products. While
we intend to continue generating revenues through the sale of third-party medical devices, we do not intend for it to be our primary source of revenue in the long-term. We do
not expect to generate recurring, material revenue from our products unless or until we successfully commercialize our products. If we fail to successfully commercialize our
developed products or fail to complete the development of any other product candidate we may pursue in the future, in a timely manner, or fail to obtain regulatory approval,
we may not be able to solely rely on generating substantial and material revenue from the distribution of third-party medical devices.
General and Administrative
General and administrative expenses consist primarily of personnel-related costs for personnel in functions not directly associated with research and development activities.
Other significant costs include legal fees relating to corporate matters, intellectual property costs, professional fees for consultants assisting with regulatory, clinical, product
development and financial matters, and product costs. We anticipate that our general and administrative expenses will significantly increase in the future to support our
continued research and development activities, commercialization of our products, if approved, and the increased costs of operating as a public company. These increases will
include increased costs related to the hiring of additional personnel and fees for legal and professional services, as well as other public company related costs.
Research and Development
Research and development expenses consist of expenses incurred in performing research and development activities in developing our products. Research and development
expenses include compensation and benefits for research and development employees, overhead expenses, cost of laboratory supplies, clinical trial and related clinical
manufacturing expenses, costs related to regulatory operations, fees paid to consultants, and other outside expenses. Research and development costs are expensed as incurred
and costs incurred by third parties are expensed as the contracted work is performed.
We expect our research and development expenses to remain substantially the same for the next six to nine months as we continue to develop and commercialize our products.
As we develop our cloud-based computing system, we expect our research and development expenses to significantly increase.
Interest Expense
Interest expense primarily consists of amortized debt discount related to the convertible and non-convertible notes we issued in 2019, 2020 and 2021. The convertible notes
bear interest at fixed rate ranging from 10%-12% per annum.
Results of Operations
The following table sets forth the results of operations of the Company for the three and nine months ended September 30, 2021 and 2020.

Revenue
Cost of goods sold
Research and development
Professional fees
Sales and marketing expenses
General and administrative
Interest expense
Loss on debt extinguishment
Change in fair market value of derivative liabilities

Three Months Ended
September 30,
2021
2020
$ 184,905
$ 144,761
$ 110,337 $ 118,501
$ 154,533
$
64,681
$ 197,270
$ 150,063
$ 58,441 $
38,418
$ 209,856
$ 237,589
$ 162,279
$ 1,355,356
$ 56,331 $ 176,467
$ 446,894
$ 1,050,921

Period to
Period
change
$
40,144
$
(8,164)
$
48,308
$
47,207
$
20,023
$ (27,733)
$ (1,193,077)
$ (120,136)
$ (604,027)

Nine Months Ended
September 30,
2021
2020
$ 526,797 $ 365,265
$ 335,801 $ 286,315
$ 386,646 $ 208,026
$ 508,802 $ 367,136
$ 182,480 $ 126,587
$ 1,078,948 $ 647,364
$ 721,576 $ 2,991,591
$ 442,226 $ 176,467
$ 595,956 $ 717,104

Period to
Period
change
$ 161,532
$
49,486
$ 178,620
$ 141,666
$
55,893
$ 431,584
$ (2,270,125)
$ 265,759
$ (121,148)

Three Months Ended September 30, 2021 vs. Three Months Ended September 30, 2020
Revenues
Revenue for the three months ended September 30, 2021 was $184,905, compared to $144,761 for the three months ended September 30, 2020. In the three months ended
September 30, 2021 and 2020, we generated our revenue primarily through acting as a distributor of third-party medical devices in Russia (including those purchased from a
company affiliated with one of our former officers and directors). The increase was due primarily from an increase in post COVID demand.
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General and administrative expenses
General and administrative expenses were $209,856 for the three months ended September 30, 2021, compared to $237,589 for the three months ended September 30, 2020.
The decrease in general and administrative expenses were primarily due to a decrease in consulting fees.
Research and development expenses
Research and development expenses were $154,533 for the three months ended September 30, 2021, compared to $64,681 for the three months ended September 30, 2020. The
increase in research and development expenses were primarily due to increased activities in getting products to market.
Professional fees
Professional fees were $197,270 for the three months ended September 30, 2021, compared to $150,063 for the three months ended September 30, 2020. The increase was
primarily due to an increase in legal fees in the current year due to regulatory requirements, capital raising and merger related expenses.
Interest expense
Interest expense for the three months ended September 30, 2021 was $162,279, consisting of interest expense of $40,256 and amortization of debt issuance costs and discounts
of approximately $122,023 related to the Company’s convertible and non-convertible promissory notes.
Nine Months Ended September 30, 2021 vs. Nine Months Ended September 30, 2020
Revenues
Revenue for the nine months ended September 30, 2021 was $526,797, compared to $365,265 for the nine months ended September 30, 2020. In the nine months ended
September 30, 2021 and 2020, we generated our revenue primarily through acting as a distributor of third-party medical devices in Russia (including those purchased from a
company affiliated with one of our former officers and directors). The increase was due primarily from an increase in post COVID demand.
General and administrative expenses
General and administrative expenses were $1,078,948 for the nine months ended September 30, 2021, compared to $647,364 for the nine months ended September 30, 2020.
The increase in general and administrative expenses were primarily due to an increase in consulting fees related to corporate marketing and fundraising activities. In addition,
salaries and related expenses increased in the current nine months due to a new employee and increased stock-based compensation expenses.
Research and development expenses
Research and development expenses were $386,646 for the nine months ended September 30, 2021, compared to $208,026 for the nine months ended September 30, 2020. The
increase in research and development expenses were primarily due to increased activities in getting products to market.
Professional fees
Professional fees were $508,802 for the nine months ended September 30, 2021, compared to $367,136 for the nine months ended September 30, 2020. The increase was
primarily due to an increase in legal fees in the current year due to regulatory requirements, capital raising, and merger related expenses.
Interest expense
Interest expense for the nine months ended September 30, 2021 was $721,576, consisting of interest expense of $110,385 and amortization of debt issuance costs and discounts
of approximately $611,191 related to the Company’s convertible and non-convertible promissory notes.
Liquidity and Capital Resources
While we have generated revenue in 2021 and 2020, we anticipate that we will continue to incur losses for the foreseeable future, including after any consummation of the
Merger with Piezo, which we can give no assurance of success. Furthermore, substantially all of such revenue was generated through acting as a distributor of third-party
medical devices in Russia, and we did not have any material sales of our products. We anticipate that our expenses will increase substantially as we develop our products and
pursue pre-clinical testing and clinical trials, seek any further regulatory approvals, contract to manufacture any products, establish our own sales, marketing and distribution
infrastructure to commercialize our products, hire additional staff, add operational, financial and management systems and operate as a public company. We also expect to
increase our expenses as a result of the Merger.
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Historically, our primary source of cash has been proceeds from the sale of convertible promissory notes and related party loans. We have also from time to time issued shares
of our common stock to individuals and entities as payment for services rendered to us in lieu of cash.
We have no current source of revenue to sustain our present activities other than as acting as a distributor of medical devices in Russia (including those purchased from a
company affiliated with one of our offices and directors), which is not our primary business goal, and we do not expect to generate material revenue, from our products until,
and unless, the FDA or other regulatory authorities approve our products under development, and we successfully commercialize our products. Until such time, if ever, as we
can generate substantial product revenue, we expect to finance our cash needs through our distributorship revenue, a combination of equity (preferred stock or common stock)
and debt financings as well as collaborations, strategic alliances and licensing arrangements. We do not have any committed external source of funds. To the extent that we raise
additional capital through the sale of equity or convertible debt securities, the ownership interest of our stockholders will be diluted, and the terms of these securities may
include liquidation or other preferences that adversely affect your rights as a common stockholder. Debt financing, if available, may involve agreements that include covenants
limiting or restricting our ability to take specific actions, such as incurring additional debt, making capital expenditures or declaring dividends. If we raise additional funds
through collaborations, strategic alliances or licensing arrangements with third-party partners, we may have to relinquish valuable rights to our technologies, future revenue
streams or grant licenses on terms that may not be favorable to us. If we are unable to raise additional funds through equity or debt financings or through collaborations,
strategic alliances or licensing arrangements when needed, we may be required to delay, limit, reduce or terminate our Product development, future commercialization efforts,
or grant rights to develop and market our cortical strip, grid electrode and depth electrode technology that we would otherwise prefer to develop and market ourselves.
Our independent registered public accounting firm included an explanatory paragraph in its report on our financial statements as of and for the years ended December 31, 2020
and 2019, noting the existence of substantial doubt about our ability to continue as a going concern. This uncertainty arose from management’s review of our results of
operations and financial condition and its conclusion that, based on our operating plans, we did not have sufficient existing working capital to sustain operations for a period of
twelve months from the date of the issuance of these financial statements.
We will require additional funds and/or generate revenues, to continue to fund our operating expenses. As part of the conditions to close the Merger, we have to raise an
aggregate of $5 million (including $1.5 million in bridge loans to Piezo pending the closing of that transaction), which we can give no assurance of success. Even if successful,
we expect to require additional funds in the short term to fund operations of the combined company and to meet the requirements to uplist to the Nasdaq market.
In February 2021, we issued a convertible promissory note in the amount of $500,000. In the second quarter of 2021 we issued $320,000 of non-convertible promissory notes
and received a $50,000 related party loan. In the third quarter of 2021 we issued 533,067 of non-convertible promissory notes. We may obtain additional financing in the future
through the issuance of our common stock, through other equity or debt financings or through collaborations or partnerships with other companies. We may not be able to raise
additional capital on terms acceptable to us, or at all, and any failure to raise capital as and when needed could compromise our ability to execute on our business plan. We
recently launched a Regulation A+ offering pursuant to which the Company is offering up to a maximum of 1,111,111 units, with each unit consisting of five shares of common
stock, par value $0.001, and a warrant to purchase one share of common stock, par value $0.001, at an offering price of $9.00 per unit or $1.80 per share of common stock, for a
maximum aggregate offering of $10,000,000, the success of which cannot by assured by the Company. As of the date hereof, the Company has raised approximately $32,000
under its Regulation A+ offering.
The development of our products is subject to numerous uncertainties, and we have based these estimates on assumptions that may prove to be substantially different than we
currently anticipate and could use our cash resources sooner than we expect. Additionally, the process of developing medical devices is costly, and the timing of progress in preclinical tests and clinical trials is uncertain. Our ability to successfully transition to profitability will be dependent upon achieving a level of product sales adequate to support
our cost structure. We cannot assure you that we will ever be profitable or generate positive cash flow from operating activities.
Net cash used in operating activities
Net cash used in operating activities was $1,207,276 for the nine months ended September 30, 2021 compared to $688,341 for the nine months ended September 30, 2020. This
fluctuation is primarily due to a decrease in amortization of debt discount of approximately $2,311,000, partially offset by a decrease in net loss of approximately $1,178,000,
change in fair value of derivative liabilities of approximately $121,000, increases in loss on debt extinguishment of approximately $266,000, common stock issued for services
of approximately $45,000, and cash used in working capital of $75,000.
Net cash used in investing activities
Net cash used in investing activities was $0 for the nine months ended September 30, 2021, and 2020.
Net cash provided by financing activities
Net cash provided by financing activities was $960,672 for the nine months ended September 30, 2021, which primarily consisted of the issuances of a convertible promissory
note for aggregate gross proceeds of $500,000, non-convertible promissory notes in the amount of $853,067, and the receipt of a related party loan of $50,000, offset by the
partial repayments of convertible promissory notes in the amount of $473,067.
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Net cash provided by financing activities was $503,367 for the nine months ended September, 2020, which consisted of the proceeds from the issuances of a $476,700 of
convertible notes and $26,667 of non-convertible notes payable.
Critical Accounting Policies and Significant Judgments and Estimates
Our management’s discussion and analysis of our financial condition and results of operations is based on our financial statements, which have been prepared in accordance
with accounting principles generally accepted in the United States of America, or GAAP. The preparation of these financial statements requires us to make estimates, judgments
and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities as of the dates of the balance sheets and the reported
amounts of revenue and expenses during the reporting periods. In accordance with GAAP, we base our estimates on historical experience and on various other assumptions that
we believe are reasonable under the circumstances at the time such estimates are made. Actual results may differ materially from our estimates and judgments under different
assumptions or conditions. We periodically review our estimates in light of changes in circumstances, facts and experience. The effects of material revisions in estimates are
reflected in our financial statements prospectively from the date of the change in estimate.
While our significant accounting policies are more fully described in the notes to our financial statements appearing elsewhere in this Report, we believe the following are the
critical accounting policies used in the preparation of our financial statements that require significant estimates and judgments.
Use of Estimates: The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates. Significant estimates in the accompanying consolidated financial statements
include the estimates of useful lives for depreciation, the valuation of stock options, and the valuation of derivative liabilities.
Fair Value of Financial Instruments: Fair value is defined as the price that would be received to sell an asset, or paid to transfer a liability, in an orderly transaction between
market participants. A fair value hierarchy has been established for valuation inputs that gives the highest priority to quoted prices in active markets for identical assets or
liabilities and the lowest priority to unobservable inputs. The fair value hierarchy is as follows:
●

Level 1 Inputs - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity has the ability to access at the measurement date.

●

Level 2 Inputs - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or indirectly. These might include
quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that are not active, inputs other than
quoted prices that are observable for the asset or liability (such as interest rates, volatilities, prepayment speeds, credit risks, etc.) or inputs that are derived principally
from or corroborated by market data by correlation or other means.

●

Level 3 Inputs - Unobservable inputs for determining the fair values of assets or liabilities that reflect an entity’s own assumptions about the assumptions that market
participants would use in pricing the assets or liabilities.

Financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable and borrowings. The fair value of current financial assets and current
financial liabilities approximates their carrying value because of the short-term maturity of these financial instruments.
Income Taxes. The Company accounts for income taxes under the asset and liability method, as required by the accounting standard for income taxes, ASC 740. Under this
method, deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax basis, as well as net operating loss carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected
to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change
in tax rates is recognized in income in the period that includes the enactment date.
Stock Based Compensation. The Company accounts for the grant of restricted stock awards in accordance with ASC 718, “Compensation-Stock Compensation.” ASC 718
requires companies to recognize in the statement of operations the grant-date fair value of equity-based compensation. The expense is recognized over the period during which
the employee is required to provide service in exchange for the compensation. Any remaining unrecognized balance will be recognized ratably over the life of the vesting
period and is a reduction of stockholders’ equity.
The Company accounts for non-employee share-based awards in accordance with the measurement and recognition criteria of ASC 505-50 “Equity-Based Payments to NonEmployees.”
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Recent Accounting Pronouncements
In June 2016, the Financial Accounting Standards Board (the “FASB”) issued Accounting Standards Update (“ASU”) 2016-13, “Measurement of Credit Losses on Financial
Instruments,” which requires measurement and recognition of expected credit losses at the point a loss is probable to occur, rather than expected to occur, which will generally
result in earlier recognition of allowances for credit losses. The new guidance is effective for fiscal years beginning after December 15, 2019, including interim periods within
those fiscal years. The Company adopted ASU 2016-13 in the first quarter of 2020 and the adoption did not have a material impact on its condensed consolidated financial
statements.
Off-Balance Sheet Arrangements
We have no off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our financial condition, changes in financial condition,
revenues or expenses, results of operations, liquidity, capital expenditures or capital resources.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Not applicable for smaller reporting companies.
Item 4. Controls and Procedures.
Disclosure Controls and Procedures
We maintain a system of disclosure controls and procedures (as defined in Rule 13a-15(e) under the Exchange Act). As required by Rule 13a-15(b) under the Exchange Act,
management of the Company, under the direction of our Board of Directors and Chief Financial Officer, reviewed and performed an evaluation of the effectiveness of design
and operation of our disclosure controls and procedures (as defined in Rule 13a-15(e) under the Exchange Act) as of September 30, 2021. Based on that review and evaluation,
the Board of Directors and Chief Financial Officer, along with the management of the Company, have determined that as of September 30, 2021, the disclosure controls and
procedures were not effective to provide reasonable assurance that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and were not effective to provide reasonable assurance that such
information is accumulated and communicated to our management, including our principal executive officer and principal financial officer, as appropriate to allow timely
decisions regarding required disclosures. Specifically, we have identified the following material weakness in our disclosure controls: (i) insufficient written policies and
procedures to ensure timely filing of reports that the Company files or submits under the Exchange Act, and (ii) a lack of full-time executive management, including a lack of a
full-time chief executive officer and chief financial officer, and other members of management who would otherwise oversee the Company’s disclosure controls and
procedures.
Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting, identified in connection with the evaluation of such internal control that occurred during our last fiscal
quarter that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II
OTHER INFORMATION
Item 1. Legal Proceedings.
From time to time, we may become involved in various lawsuits and legal proceedings, which arise in the ordinary course of business. However, litigation is subject to inherent
uncertainties, and an adverse result in these or other matters may arise from time to time that may harm business.
We are not currently a party in any legal proceeding or governmental regulatory proceeding nor are we currently aware of any pending or potential legal proceeding or
governmental regulatory proceeding proposed to be initiated against us that would have a material adverse effect on us or our business.
Item 1A. Risk Factors.
Not required for a Smaller Reporting Company.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
On or about August 10, 2021, the Company issued 97,391 shares of restricted stock upon vesting under its 2018 Equity Incentive Plan for services rendered to an employee.
Such shares were issued in reliance on the exemption from registration provided by Section 4(a)(2) of the Securities Act of 1933, as amended, as a transaction by an issuer not
involving any public offering.
Item 3. Defaults Upon Senior Securities.
None.
Item 4. Mine Safety Disclosures.
Not applicable.
Item 5. Other Information.
None.
Item 6. Exhibits
The exhibits listed below are hereby furnished to the SEC as part of this report:
31.1*
31.2*
32.1*
32.2*
101.INS
101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
104

Certification of , Chief Executive Officer, pursuant to Rule 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Chief Financial Officer, pursuant to Rule 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
Certification of Chief Executive Officer, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Certification of Chief Financial Officer, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Inline XBRL Instance Document.
Inline XBRL Taxonomy Extension Schema Document.
Inline XBRL Taxonomy Extension Calculation Linkbase Document.
Inline XBRL Taxonomy Extension Definition Linkbase Document.
Inline XBRL Taxonomy Extension Label Linkbase Document.
Inline XBRL Taxonomy Extension Presentation Linkbase Document.
Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101).

*

Filed herewith
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized, this 15th day of November, 2021.
BRAIN SCIENTIFIC INC.
By:
/s/ Hassan Kotob
Name: Hassan Kotob
Title: Chief Executive Officer
By:
/s/ Bonnie-Jeanne Gerety
Name: Bonnie-Jeanne Gerety
Title: Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 31.1
Certification of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Hassan Kotob, certify that:
1.

I have reviewed this Form 10-Q of Brain Scientific Inc. for the period ended September 30, 2021;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the small business issuer as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal controls over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly for the period in which
this quarterly report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;
c)

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation;

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
5.

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of the registrant’s
board of directors (or persons performing the equivalent function):
a)

all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record, process, summarize and report
financial data and have identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls over financial
reporting.
Date: November 15, 2021
By:

/s/ Hassan Kotob
Hassan Kotob
Chief Executive Officer

Exhibit 31.2
Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Bonnie-Jeanne Gerety, certify that:
1.

I have reviewed this Form 10-Q of Brain Scientific Inc. for the period ended September 30, 2021;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the small business issuer as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal controls over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly for the period in which
this quarterly report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;
c)

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation;

d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
5.

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of registrant’s board
of directors (or persons performing the equivalent function):
a)

all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record, process, summarize and report
financial data and have identified for the registrant’s auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls over financial
reporting.
Date: November 15, 2021
By:

/s/ Bonnie-Jeanne Gerety
Bonnie-Jeanne Gerety
Chief Financial Officer

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with this Quarterly Report of Brain Scientific Inc. (the “Company”), on Form 10-Q for the period ended September 30, 2021, as filed with the U.S. Securities and
Exchange Commission on the date hereof, I, Hassan Kotob, Chief Executive Officer of the Company, certify to the best of my knowledge, pursuant to 18 U.S.C. Sec. 1350, as
adopted pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, that:
(1) Such Quarterly Report on Form 10-Q for the period ended September 30, 2021, fully complies with the requirements of section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and
(2) The information contained in such Quarterly Report on Form 10-Q for the period ended September 30, 2021, fairly presents, in all material respects, the financial
condition and results of operations of the Company.
November 15, 2021
By:

/s/ Hassan Kotob
Hassan Kotob
Chief Executive Officer

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with this Quarterly Report of Brain Scientific, Inc. (the “Company”), on Form 10-Q for the period ended September 30, 2021, as filed with the U.S. Securities
and Exchange Commission on the date hereof, I, Bonnie-Jeanne Gerety, Chief Financial Officer of the Company, certify to the best of my knowledge, pursuant to 18 U.S.C.
Sec. 1350, as adopted pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, that:
(1) Such Quarterly Report on Form 10-Q for the period ended September 30, 2021, fully complies with the requirements of section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and
(2) The information contained in such Quarterly Report on Form 10-Q for the period ended September 30, 2021, fairly presents, in all material respects, the financial
condition and results of operations of the Company.
November 15, 2021
By:

/s/ Bonnie-Jeanne Gerety
Bonnie-Jeanne Gerety
Chief Financial Officer

