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GAB AI INC. 
BALANCE SHEETS 

(UNAUDITED) 
 
  

  December 31, 2019 December 31, 2018
ASSETS 

 
Current Assets 

Cash $ 31,255 $ 686,039
Restricted cash 9,891 —
Prepaid expenses 600 600
Deferred offering costs 150,000 150,000
Other receivables 8,530 —
Other current assets 27,710 4,299

Total Current Assets 227,986 840,938
  
Noncurrent Asset 

Fixed assets 2,410 2,175
Intangible assets 365,834 355,494

Total Assets $ 596,230 $ 1,198,607
 

LIABILITIES AND STOCKHOLDERS’ EQUITY 
 
Current Liabilities 

Accounts payable $ 3,665 $ 165
Accrued liabilities 1,756 —
Deferred revenue 28,181 52,092

Total Current Liabilities 33,602 52,257
  
Commitments and Contingencies (Note 4)
  
Stockholders’ Equity 

Class A voting common stock, par value $0.0001; 12,000,000 
shares authorized; 6,995,641 shares issued and outstanding as 
of December 31, 2019 700 722
Class B non-voting common stock, par value $0.0001; 
8,000,000 shares authorized; 261,317 shares issued and 
outstanding as of December 31, 2019 26 25
Series A preferred stock; 1,500,000 shares authorized; 7,192 
shares issued and outstanding as of December 31, 2019 49,144 —
Additional paid-in capital 1,844,171 1,827,389
Subscription receivable — (100,213)
Accumulated deficit (1,331,413) (581,573)

Total Stockholders’ Equity 562,628 1,146,350
Total Liabilities and Stockholders’ Equity $ 596,230 $ 1,198,607
 

  
 
 

The accompanying notes are an integral part of these unaudited financial statements. 
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GAB AI INC. 
STATEMENTS OF OPERATIONS 

(UNAUDITED) 
  
 

  For the Year Ended 
  December 31, 
  2019     2018 
Revenue $ 145,272    $ 256,799
Cost of revenue 178,580   147,774
Gross (Loss) Profit (33,308)   109,025
        
Operating Expenses       

Sales and marketing 44,184      37,772
General and administrative 550,706      333,175
Research and development 122,877      147,570

Total Operating Expenses 717,767      518,517
Operating Loss (751,075)     (409,492)
        
Other (Income)       

Donation income —   (18,966)
Unrealized gains (1,213)     —

Loss Before Income Taxes (749,862)   (390,526)
Provision for income taxes —   430

Net Loss $ (749,862)   $ (390,956)
        
Net Loss per Common Share – Basic and Diluted: $ (0.10)   $ (0.04)

Weighted Average Common Shares Outstanding – Basic and Diluted 7,256,958      9,450,595

 
 
 

The accompanying notes are an integral part of these unaudited financial statements. 
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GAB AI INC. 
STATEMENTS OF CASH FLOWS 

(UNAUDITED) 
  
 

  For the Year Ended 
  December 31, 
  2019     2018 
Cash Flows From Operating Activities:    

Net loss $ (749,862)  $ (390,956)
Adjustments to reconcile net loss to cash flows used in operating activities:    

Depreciation 1,354   825
Changes in operating assets and liabilities:    

Restricted cash (9,891)   —
Prepaid expenses and other current assets (31,941)   16,870
Accounts payable 3,500   (192)
Accrued liabilities 1,756   (2,305)
Deferred revenue (23,911)   3,796

Net cash used in operating activities (808,995)   (371,962)
   

Cash Flows From Investing Activities:    
Purchase of fixed assets (1,589)   (3,000)
Acquisition of intangible assets (10,340)   (337,985)

Net cash used in investing activities (11,929)   (340,985)
    
Cash Flows From Financing Activities:    

Common stock issued for cash 139,074   968,471
Offering costs (22,078)   (136,776)
Repurchase of common stock —   (70,000)
Series A preferred stock issued for cash 49,144   —

Net cash provided by financing activities 166,140   761,695
    
Change in cash and cash equivalents (654,784)   48,748

Cash, beginning of year 686,039   637,291
Cash, end of year $ 31,255  $ 686,039

    

Supplemental disclosures of cash flow information:    

Cash paid for interest $ —  $ —

Cash paid for income taxes $ —  $ 430

 
 
 

The accompanying notes are an integral part of these unaudited financial statements. 
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GAB AI INC. 
STATEMENTS OF STOCKHOLDERS’ EQUITY 

(UNAUDITED) 
 
 

 Class A 
Voting 

Common Stock 

 Class B  
Non-Voting  

Common Stock 

 Series A 
Non-Voting 

Preferred Stock 

        

  
Shares 

  
Amount 

  
Shares 

  
Amount 

  
Shares 

  
Amount 

 Additional  
Paid-in  
Capital 

  
Subscription 
Receivable 

  
Accumulated 

Deficit 

  
Stockholders’ 

Equity 

December 31, 2017 9,995,641  $   1,000  -  $          -  -  $            -  $ 981,391  $    (66,163)  $   (190,617)  $       725,611 

Receipt of 
subscription 
receivable 

 
 
- 

  
 

-

  
 
-

  
 

-

  
 
-

  
 

-

  
 

-

  
 

66,163

  
 

-

  
 

66.163 
Common stock 
issued for cash 

 
- 

  
-

  
251,040

  
25

  
-

  
-

  
1,002,496

  
(100,213)

  
-

  
902.308 

Offering costs -  -  -  -  -  -  (86,776)  -  -  (86,776) 
Repurchase of 
common stock 

 
(2,781,250)

  
$   (278)

  
-

  
-

  
-

  
-

  
(69,722)

  
-

  
-

  
(70,000) 

Net loss -  -  -  -  -  -  -  -  (390,956)  (390,956) 
December 31, 2018 7,214,391  $      722  251,040  $       25  -  $            -  $ 1,827,389  $   (100,213)  $   (581,573)  $    1,146,350 
Adjustment for 
shares cancelled   
in 2018 

 
 

(218,750)

  
 

(22)

  
 
-

  
 

-

  
 
-

  
 

-

  
 

-

  
 

-

  
 

22

  
 

- 
December 31, 2018 
(as adjusted) 

 
6,995,641

  
$      700

  
251,040

  
$       25

  
-

  
$            -

  
$ 1,827,389

  
$   (100,213)

  
$   (581,551)

  
$    1,146,350 

Common stock 
issued for cash 

 
- 

  
-

  
10,277

  
1

  
-

  
-

  
38,860

  
100,213

  
-

  
139,074 

Preferred stock 
issued for cash 

 
- 

  
-

  
-

  
-

  
7,192

  
$  49,144

  
-

  
-

  
-

  
49,144 

Offering costs -  -  -  -  -  -  (22,078)  -  -  (22,078) 
Net loss -  -  -  -  -  -  -  -  (749,862)  (749,862) 

 
December 31, 2019 

 

 
6,995,641 

  
$      700 

  
261,317 

  
$       26 

  
7,192 

  
$  49,144 

  
$ 1,844,171 

  
$                 - 

  
$ (1,331,413) 

  
$       562,628 

 
 

The accompanying notes are an integral part of these unaudited financial statements.   
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GAB AI INC. 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018 
(UNAUDITED) 

  
NOTE 1 – ORGANIZATION AND BUSINESS 
 
Gab AI Inc. (which may be referred to as the “Company,” “Gab,” “we,” “us,” or “our”) was incorporated on September 
9, 2016 (“Inception”) in the state of Delaware.  The Company’s headquarters are located in Clark’s Summit, 
Pennsylvania.   
  
Gab is a social network that empowers creators, supports free speech, and defends the free flow of information online.  
Gab stands for bringing folks together of all races, religions, and creeds who share in the common ideals of Western 
values, individual liberty, and the free exchange and flow of information.  At Gab, it is our mission to provide people 
with the tools they need to create and shape their own experience. 
 
Going Concern 
The Company has incurred losses from operations and had an accumulated deficit of $1,331,413 as of December 31, 
2019. Additionally, the Company had negative cash flows from operations totaling $808,995 for the year ended 
December 31, 2019. We will incur additional costs for the development and maintenance of our networking platform 
along with general operating costs. These factors raise doubt about the Company’s ability to continue as a going 
concern. 
 
The Company raised approximately $2 million in its 2017 and 2018 Regulation Crowdfunding offerings and 
commenced revenue-generating activities in 2017. Based on the Company’s cash balance of $31,255 as of December 
31, 2019 and increasing income from premium subscription services, management believes that the factors indicating 
substantial doubt about the Company’s ability to continue as a going concern are alleviated, and that the Company 
will have sufficient access to capital over the next twelve months to continue normal operating activities. 
 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Presentation 
The accounting and reporting policies of the Company conform to accounting principles generally accepted in the 
United States of America (“US GAAP”). 
 
Use of Estimates  
The preparation of financial statements in conformity with U.S. GAAP requires management to make certain estimates 
and assumptions that affect the reported amounts of assets and liabilities, and the reported amount of revenues and 
expenses during the reporting period. Actual results could materially differ from these estimates. It is reasonably 
possible that changes in estimates will occur in the near term. 
 
Fair Value of Financial Instruments 
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit 
price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market 
participants as of the measurement date. Applicable accounting guidance provides an established hierarchy for inputs 
used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs 
by requiring that the most observable inputs be used when available. Observable inputs are inputs that market 
participants would use in valuing the asset or liability and are developed based on market data obtained from sources 
independent of the Company. Unobservable inputs are inputs that reflect the Company’s assumptions about the factors 
that market participants would use in valuing the asset or liability. There are three levels of inputs that may be used to 
measure fair value: 
 

Level 1 - Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active 
markets. 
Level 2 - Include other inputs that are directly or indirectly observable in the marketplace.  
Level 3 - Unobservable inputs which are supported by little or no market activity.  
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The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the use of 
unobservable inputs when measuring fair value. 
 
Fair value estimates discussed herein are based upon certain market assumptions and pertinent information available 
to management as of December 31, 2019 and 2018. Fair values of the Company’s financial instruments were assumed 
to approximate carrying values because of the instruments’ short-term nature. 
 
Cash and Cash Equivalents 
The Company considers all highly liquid debt instruments purchased with an original maturity of three months or less 
to be cash equivalents. 
 
Cryptocurrency Holdings  
At times, we may hold cryptocurrency-denominated assets such as Bitcoin, Litecoin or Ether and we include them in 
other current assets in our balance sheet. Cryptocurrency-denominated assets are recorded at the lower of cost or 
market based on an average unit cost. On an interim basis, we recognize decreases in the value of these assets caused 
by market declines. Subsequent increases in the value of these assets through market price recoveries during the same 
fiscal year are recognized in the later interim period, but may not exceed the total previously recognized decreases in 
value during the same year. Gains or losses resulting from changes in the value of our cryptocurrency assets are 
recorded in other income (expense) in our statement of operations.  
   
We occasionally use our cryptocurrencies to purchase other cryptocurrencies. Gains and losses realized on these non-
cash transactions are also recorded in other income (expense) in our statement of operations and are presented as an 
adjustment to reconcile net loss to net cash used in operating activities in our statement of cash flows.  
   
During the years ended December 31, 2019 and 2018, the Company realized gains of $1,213 and $0, respectively, in 
the statement of operations. The following table presents the cryptocurrencies held by the Company as of December 
31, 2019 and 2018. All amounts are in U.S. dollars at historical cost.  
 

    
December 31,  

2019      
December 31, 

2018   
Bitcoin Cash (BCH)  $ 4    $ 36
Bitcoin (BTC)  27,617       4,238
Litecoin (LTC) 88   —
Ether (ETH)  1       25
   $ 27,710    $ 4,299 

  
Internal Use Software  
We incur software development costs to develop software programs to be used solely to meet our internal needs and 
cloud-based applications used to deliver our services. In accordance with Accounting Standards Codification (“ASC”) 
350-40, Internal-Use Software, we capitalize development costs related to these software applications once the 
preliminary project stage is complete and it is probable that the project will be completed and the software will be 
used to perform the function intended. No costs have been capitalized to date.  
 
Intangible Assets  
The Company’s intangible assets are comprised of its trademark and web domain. These intangible assets were 
determined to be indefinite-lived and are reviewed for impairment whenever events or other changes in circumstances 
indicate that the carrying amount may not be recoverable. The impairment testing compares carrying values to fair 
values and, when appropriate, the carrying value of these assets is reduced to fair value. Impairment charges, if any, 
are recorded in the period in which the impairment is determined. As of December 31, 2019 and 2018, intangible 
assets were comprised of the following:  
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December 31,  

2019      
December 31, 

2018   
Trademark  $ 14,484   $ 14,484
Website domain  351,350      341,010
  Total $ 365,834   $ 355,494

  
Fixed Assets 
Computer equipment are recorded at cost. Depreciation and amortization are computed principally by the straight-line 
method based upon the estimated useful lives of the assets. Expenditures for major renewals and betterments that 
extend the useful lives are capitalized. Expenditures for maintenance and repairs that do not improve or extend the life 
of the respective asset are expensed when incurred. 
 
Equity Offering Costs  
The Company accounts for offering costs in accordance with ASC 340, Other Assets and Deferred Costs. Prior to the 
completion of an offering, offering costs will be capitalized as deferred offering costs on the balance sheet. The 
deferred offering costs will be charged to stockholders’ equity upon the completion of an offering or to expense if the 
offering is not completed. Offering costs of $0 and $86,776 related to the Company’s Regulation Crowdfunding 
offerings were charged to stockholders’ equity during the years ended December 31, 2019 and 2018, respectively. 
Offering costs of $0 and $150,000 related to a planned Regulation A offering were capitalized as of December 31, 
2019 and 2018, respectively.  Subsequent to December 31, 2018, the Company abandoned its planned Regulation A 
offering, and the deferred offering costs of $150,000 as of December 31, 2018 were deemed recoverable 2019. 
 
Stock-based Compensation 
The Company accounts for stock options issued to employees under ASC 718, Share-Based Payment (“ASC 718”). 
Under ASC 718, share-based compensation cost to employees is measured at the grant date, based on the estimated 
fair value of the award, and is recognized as expense over the employee’s requisite vesting period. The fair value of 
each stock option or warrant award is estimated on the date of grant using the Black-Scholes option valuation model. 
 
The Company measures compensation expense for its non-employee stock-based compensation under ASC 505, 
Equity. The fair value of the option issued or committed to be issued is used to measure the transaction, as this is more 
reliable than the fair value of the services received. The fair value is measured at the value of the Company’s common 
stock on the date that the commitment for performance by the counterparty has been reached or the counterparty’s 
performance is complete. The fair value of the equity instrument is charged directly to stock-based compensation 
expense and credited to additional paid-in capital. 
 
To date, the Company has not issued any share-based payments to its employees or non-employees. 
 
Revenue Recognition 
Effective January 1, 2018, the Company adopted the new revenue standards prescribed by Accounting Standards 
Update (“ASU”) 2014-09 and its related amendments, using the modified retrospective approach. Results for reporting 
periods beginning after January 1, 2018 are presented under the new revenue standards while prior periods were not 
adjusted. The adoption of the new revenue standards did not have a significant impact on the Company’s financial 
position or results of operations. 
 
The Company recognizes revenue from its premium-user subscription model when (i) persuasive evidence of an 
arrangement exists, (ii) delivery has occurred or services have been rendered to the customer, (iii) the fee is fixed or 
determinable, and (iv) collectability is reasonably assured. 
 
Subscription fees are collected primarily from credit cards at the beginning of the subscription period.  Subscription 
revenues are recognized ratably over the subscription period, ranging from one month to one year.  Amounts received 
from subscribers for which the performance obligations have not been fulfilled are recorded in deferred revenue. 
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Disaggregation of Revenue from Contracts with Customers 
The Company had only one service type for the year ended December 31, 2019 and 2018: 
 

    
December 31,  

2019      
December 31, 

2018   
Premium subscription services $ 145,272   $ 256,799
 
The following table disaggregates the Company's revenues based on the timing of satisfaction of performance 
obligations for the year ended December 31, 2019 and 2018. 
 

    
December 31,  

2019      
December 31, 

2018   
Performance obligations satisfied:     

At a point in time $ —   —
Over time  145,272      256,799

  Total $ 145,272   $ 256,799

 
Contract balances 
Contract assets are recorded when services are performed in advance of the Company’s unconditional right to 
payment. There were no contract assets as at December 31, 2019 and 2018. 
 
Contract liabilities are recorded when cash payments are received or due in advance of performance and are reflected 
in deferred revenue on the balance sheet. 
 
Income Taxes 
The Company is taxed as a corporation. Accordingly, the Company applies ASC 740, Income Taxes (“ASC 740”).  
Deferred income taxes are recognized for the tax consequences in future years of differences between the tax bases of 
assets and liabilities and their financial statement reported amounts at each period end, based on enacted tax laws and 
statutory tax rates applicable to the periods in which the differences are expected to affect taxable income. Valuation 
allowances are established, when necessary, to reduce deferred tax assets to the amount expected to be realized. The 
provision for income taxes represents the tax expense for the period, if any and the change during the period in deferred 
tax assets and liabilities. 
 
ASC 740 also provides criteria for the recognition, measurement, presentation and disclosure of uncertain tax 
positions.  A tax benefit from an uncertain position is recognized only if it is “more likely than not” that the position 
is sustainable upon examination by the relevant taxing authority based on its technical merit. 
 
Loss per Common Share 
The Company presents basic loss per share (“EPS”) and diluted EPS on the face of the statement of operations. Basic 
loss per share is computed as net loss divided by the weighted average number of common shares outstanding for the 
period. Diluted EPS reflects the potential dilution that could occur from common shares issuable through stock 
options, warrants, and other convertible securities. For periods in which we incur a net loss, the effects of potentially 
dilutive securities would be antidilutive and would be excluded from diluted EPS calculations. For the years ended 
December 31, 2019 and 2018, the Company had no dilutive securities outstanding.  
 
Concentration of Credit Risk 
The Company maintains its cash with a major financial institution, which it believes to be creditworthy, located in the 
United States of America. The Federal Deposit Insurance Corporation insures balances up to $250,000. At times, the 
Company may maintain balances in excess of the federally insured limits. 
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Recent Accounting Pronouncements 
The FASB issues ASUs to amend the authoritative literature in the ASC. There have been a number of ASUs to date 
that amend the original text of the ASC. The Company believes those updates issued-to-date either (i) provide 
supplemental guidance, (ii) are technical corrections, (iii) are not applicable to the Company, or (iv) are not expected 
to have a significant impact on the Company. 
 
 
NOTE 3 – GOING CONCERN 
 
The accompanying financial statements have been prepared on a going concern basis, which contemplates the 
realization of assets and the satisfaction of liabilities in the normal course of business. Since Inception, the Company 
relied on donations made by our users, funds raised through Regulation Crowdfunding offerings in 2017 and 2018, 
and increasing premium subscription revenue, which commenced in 2017. We will incur significant additional costs 
for the development and maintenance of our networking platform, marketing, and ongoing operational costs. These 
matters raise substantial doubt about the Company’s ability to continue as a going concern. The Company intends to 
fund operations with existing capital from its Regulation Crowdfunding offerings, subscription revenue, and additional 
equity financings. If we are unable to obtain sufficient amounts of additional capital, we may be required to reduce 
the scope of our planned operations, which could harm our business, financial condition, and operating results. The 
financial statements do not include any adjustments that might result from these uncertainties. 
 
 
NOTE 4 – COMMITMENTS AND CONTINGENCIES 
 
We are currently not involved with or know of any pending or threatened litigation against the Company or any of its 
officers. 
 
 
NOTE 5 – STOCKHOLDERS’ EQUITY 
  
Class A Voting Common Stock 
The Company has authorized 12,000,000 shares of Class A voting common stock with $0.0001 par value. The 
Company issued 9,000,000 shares to its founders for $900, subject to a restricted stock purchase agreement. One-
quarter of the founders’ restricted shares vest one year after the commencement date stated in their agreements, and 
the remaining restricted shares vest monthly over the 48 months thereafter.  During the year ended December 31, 
2018, the Company repurchased 3,000,000 shares for $70,000 from two of its founders upon their separation from the 
Company. 
 
Class B Non-Voting Common Stock 
The Company has also authorized 8,000,000 shares of Class B non-voting common stock with $0.0001 par value. 
During the year ended December 31, 2018, the Company sold 251,040 shares of Class B non-voting common stock 
through a Regulation Crowdfunding offering. The Company received gross proceeds of $1,002,521, for which there 
was a subscription receivable of $100,213 as of December 31, 2018.  In connection with this offering, the Company 
incurred offering costs of $86,776, which reduced additional paid-in capital. During the year ended December 31, 
2019, the Company sold 10,277 shares of Class B non-voting common stock through a Regulation Crowdfunding 
offering and the Company received gross proceeds of $139,074. In connection with this offering, the Company 
offering costs of $22,078, which reduced additional paid-in capital 
 
Series A Preferred Stock 
The Company has authorized 4,000,000 shares of preferred stock, 1,500,000 shares of which are designated as “Series 
A Preferred Stock”. During the year ended December 31, 2019, the Company sold 7,192 shares of Series A Preferred 
Stock. The Company received gross proceeds of $49,144. 
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Stock Incentive Plan 
In 2016, the Company’s Board of Directors adopted the Gab AI Inc. 2016 Stock Option / Stock Issuance Plan (the 
“2016 Plan”).  The 2016 Plan provides for the grant of equity awards to employees and consultants, including stock 
options, stock purchase rights, and restricted stock units.  Up to 1,000,000 shares of the Company’s common stock 
may be issued pursuant to awards granted under the 2016 Plan.  The 2016 Plan is administered by the Board of 
Directors and expires ten years after adoption, unless terminated earlier by the Board.  To date, no options or shares 
have been issued under the 2016 Plan. 
 
 
NOTE 6 – INCOME TAXES 
 
The following table presents the current and deferred tax provision for federal and state income taxes for the years 
ended December 31, 2019 and 2018: 
 
  December 31, 
  2019     2018 
Current tax provision        

Federal $ —    $ —
State —      —

  $ —    $ —
        
Deferred tax (benefit) provision       

Federal $ (281,000)   $ (124,000)
State (134,000)     (59,000)

  (415,000)     (183,000)
Valuation allowance 415,000      183,000
Provision for income taxes $ —    $ —

 
Reconciliations of the US federal statutory rate to the actual rate consist of the federal and state tax benefit at a 
combined statutory rate of 29% and a valuation allowance. The components of our deferred tax assets for federal and 
state income taxes consisted of approximately $415,000 attributable to a net operating loss carryover and an offsetting 
valuation allowance of the same amount. 
 
We had available approximately $1,337,000 in US tax net operating loss carryforwards. Net operating loss 
carryforwards start to expire in 2037 or 20 years for federal income and state tax reporting purposes. The Company is 
subject to tax in the US and files tax returns in the US federal jurisdiction and Pennsylvania state jurisdiction. The 
Company is subject to US federal, state, and local income tax examinations by tax authorities for all periods starting 
in 2016. The Company currently is not under examination by any authority. 
 
 
NOTE 7 – SUBSEQUENT EVENTS 
 
The Company has evaluated subsequent events that occurred after December 31, 2019. Except as disclosed below, 
there have been no other events or transactions during this time which would have a material effect on these financial 
statements. 
 
In March 2020, the World Health Company recognized the novel strain of coronavirus COVID-19, as a pandemic. 
The coronavirus outbreak has severely impacted economic activity across the world. The Company’s Management 
are in discussion to identify and limit the negative long-term implications of this pandemic to the Company. Given 
the uncertainty of the spread and long-term impacts of the coronavirus, the related financial impact to the Company, 
if any, cannot be determined at this time. 


