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Units consisting of:
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Estimated solely for the purpose of calculating the registration fee in accordance with Rule 457(o) under the Securities Act of 1933, as
amended.

Pursuant to Rule 416, there are also being registered such indeterminable additional securities as may be issued to prevent dilution as a
result of stock splits, stock dividends or similar transactions.

Includes shares the underwriter has the option to purchase to cover over-allotments, if any.

In accordance with Rule 457(i) under the Securities Act, no separate registration fee is required with respect to the warrants registered
hereby.

There will be issued warrants to purchase one share of common stock. The warrants are exercisable at a per share exercise price equal to
125% of the public offering price of one share of common stock.

No fee pursuant to Rule 457(g) under the Securities Act.

The warrants are exercisable at a per share exercise price equal to 125% of the public offering price. As estimated solely for the purpose
of recalculating the registration fee pursuant to Rule 457(g) under the Securities Act, the proposed maximum aggregate offering price of
the underwriters’ warrants is equal to 125% of $ 805,000 (5% of $ 16,100,000 ).

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date
until the Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter
become effective in accordance with Section 8(a) of the Securities Act of 1933, as amended, or until this Registration Statement
shall become effective on such date as the Commission acting pursuant to said Section 8(a) may determine.




The information in this prospectus is not complete and may be changed. We may not sell these securities until the Securities and
Exchange Commission declares our registration statement effective. This prospectus is not an offer to sell these securities and is not
soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

PRELIMINARY PROSPECTUS SUBJECT TO COMPLETION DATED October 9, 2018

Class A Units Consisting of Shares of Common Stock
and Warrants to Purchase Shares of Common Stock

ToughBuilt Industries, Inc.

This is a firm commitment initial public offering of 4,398,377 of our Class A Units, each consisting of one share of our common stock, par
value $0.0001 per share , and one warrant to purchase one share our common stock (and the shares issuable from time to time upon exercise
of the warrants) pursuant to this prospectus based on an assumed offer price of $ 5 .00 (the midpoint of an assumed range of $4.50 - $5.50
per share) for each unit of a share and a warrant (“Class A Unit”) and an assumed $16,100,000 initial public offering and $5,163,856 of
securities registerered on behalf of debentureholders converting in this offering (these assumptions are used throughout this preliminary
prospectus). Each warrant will have an exercise price of $6.25 (assumed) per share, will be exercisable upon issuance and will expire five
years from issuance. Prior to this offering, there has been no public market for our Class A Units, common stock or warrants. We expect the
initial public offering price will be between $4.50 - $5.50 per share.

The components of the Units will begin to trade separately on the first trading day following the 60th day after the date of this prospectus,
unless Maxim Group LLC, and Joseph Gunnar & Co., LLC, underwriters, determines that an earlier date is acceptable. In no event will
separate trading of the securities comprising the Units commence until we issue a press release announcing when such separate trading will
begin. Once the components of the Units begin trading separately, the Units will be delisted and will cease trading.

We have applied to have our units and common stock listed on The NASDAQ Capital Market under the symbols “TBLTU” and “TBLT”
respectively. No assurance can be given that our application will be approved. In conjunction therewith, we have also applied to have the
warrants listed on The NASDAQ Capital Market under the symbol “TBLTW”.

Two of our founders, two of our directors and one of our employees (or related entities) have indicated an interest in purchasing up to $
650,100 of units in the offering at the initial offering price in lieu of reimbursement of deferred salaries in the amount of $ 650,100 (as of
September 30 , 2018) as well as purchasing $200,000 of Class A units in lieu of repayment of an insider loan. However, because
indications of interest are not binding agreements or commitments to purchase, the underwriters may determine to sell more, less or no
units in this offering to these executive officers or these executive officers may determine to purchase more, less, or no units in this
offering.

Investing in our securities involves a high degree of risk. See “Risk Factors” beginning on page S of this prospectus for a discussion
of information that should be considered in connection with an investment in our securities.

We are an “emerging growth company” under the federal securities laws and may elect to comply with certain reduced public
company reporting requirements for future filings.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Per Class A Unit Total
Initial public offering price(1) $ 5.00 $ 16,100,000
Underwriting discounts and commissions(2) $ 035 $ 1,127,000
Proceeds to us, before expenses 3 465 $ 14,973,000

(1) The assumed public offering price and underwriting discount corresponds to in respect of the Class A Units (a) an assumed public
offering price per share of common stock of $4.99 and (b) an assumed public offering price per warrant of $0.01. This is an assumed
offering price of $5 .00 per Class A Unit as the midpoint of an assumed public offering price per Unit in the range of $4.50 - $5.50 . The
balance of the securities being offered are being issued to debentureholders converting $5,163,856 worth of securities in this offering. We
will receive no cash proceeds from the sale of those securities to the converting debentureholders.

(2) Does not include a non-accountable expense allowance equal to 1% of the gross proceeds of this offering payable to Maxim Group
LLC, the representative of the underwriters, and Joseph Gunnar & Co., LLC. See “Underwriting” for a description of compensation
payable to the underwriters. We have agreed to issue warrants to the representative of the underwriters. See “Underwriting” on page 61 of
this prospectus for a description of the compensation arrangements.

We have granted a 45-day option to the underwriters, exercisable one or more times in whole or in part, to purchase up to an additional (i)



483,000 units or (ii) if Maxim Group LLC determines that the units shall detach and our shares of common stock and the warrants
underlying the units shall begin to trade separately during such 45-day period, an additional 483,000 shares of common stock at a price of
$4.99 per share and/or 483,000 additional warrants at a price of $0.01 per warrant less, in each case, the underwriting discounts and
commissions, to cover over-allotments, if any.

The underwriter expects to deliver our Class A Units against payment on or about [ ], 2018.

Maxim Group LLC Joseph Gunnar & Co.
Lead Bookrunning Manager Co-Bookrunning Manager

The date of this prospectus is ,2018.
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TOUGH " '

INDUSTRIES INLC.

OUR NAME
SAYS IT ALL

We create innovative prodiucts that help you buﬂd faster,
build stronger, and work smarter. How do we do

We listen, we research how professionals work, Ihen
create tools that help them €ave time, save hassle, *

and save money.

WE DON’T MAKE

ORDINARY F’HODI.II'.;‘TS

Our sales to date have been from products in the mols and hardware category, primarily Soft Goods, Sawhorses
and Work Products as well as Kneepads. We intend to use a portion of the proceeds from this offering for the
commercialization of our mobile device and apparel products which are still in the development stage.
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You should rely only on information contained in this prospectus or in any free writing prospectus we may authorize to be
delivered or made available to you. Neither the delivery of this prospectus nor the sale of our securities means that the information
contained in this prospectus or any free writing prospectus is correct after the date of this prospectus or such free writing
prospectus. This prospectus is not an offer to sell or the solicitation of an offer to buy our securities in any circumstances under
which the offer or solicitation is unlawful or in any state or other jurisdiction where the offer is not permitted. The information
contained in this prospectus is accurate only as of its date regardless of the time of delivery of this prospectus or of any sale of
common stock.

No person is authorized in connection with this prospectus to give any information or to make any representations about us, the
securities offered hereby or any matter discussed in this prospectus, other than the information and representations contained in
this prospectus. If any other information or representation is given or made, such information or representation may not be relied
upon as having been authorized by us.

For investors outside the United States : Neither we nor the underwriter has done anything that would permit this offering or possession
or distribution of this prospectus in any jurisdiction where action for that purpose is required, other than in the United States. You are
required to inform yourselves about and to observe any restrictions relating to this offering and the distribution of this prospectus.

Unless otherwise indicated, information contained in this prospectus concerning our industry and the markets in which we operate,
including our general expectations and market position, market opportunity and market share, is based on information from our own
management estimates and research, as well as from industry and general publications and research, surveys and studies conducted by third
parties. Management estimates are derived from publicly available information, our knowledge of our industry and assumptions based on
such information and knowledge, which we believe to be reasonable. Our management’s estimates have not been verified by any
independent source, and we have not independently verified any third-party information. In addition, assumptions and estimates of our and
our industry’s future performance are necessarily subject to a high degree of uncertainty and risk due to a variety of factors, including those
described in “Risk Factors.” These and other factors could cause our future performance to differ materially from our assumptions and
estimates. See “Cautionary Note Regarding Forward-Looking Statements.”
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PROSPECTUS SUMMARY

This summary highlights selected information contained in other parts of this prospectus. Because it is a summary, it does not
contain all of the information that you should consider in making your investment decision. Before investing in our securities, you
should read the entire prospectus carefully, including our financial statements and the related notes included in this prospectus and the
information set forth under the headings “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and

Results of Operations.” When used herein, unless the context requires otherwise, references to “ToughBuilt,” the “Company,” “we,
“our” and “us” refer to ToughBuilt Industries, Inc., a Nevada corporation.

Unless otherwise expressly provided herein, all share and per share numbers set forth herein relating to our common stock (i)
assume no exercise of (a) any warrants and/or options, (b) the representatives’ common stock purchase warrants and/or (c) the
representatives’ over-allotment option, and (ii) reflect a 1 for 6 reverse stock split of our common stock, which became effective on
October 5, 2016 and a 1 for 2 reverse stock split of our preferred stock, common stock and all equity instruments convertible into
common stock, which became effective on September 13, 2018.

Our Company

We market and distribute various home improvement and construction product lines for both the do-it-yourself (DIY) and professional
markets under TOUGHBUILT® brand name, within the global multi-billion dollar per year tool market industry. All of our products are
designed by our in-house design team.

ToughBuilt designs and manages its product life cycles through a controlled and structured process. We involve customers and industry
experts from our target markets in the definition and refinement of our product development. Product development emphasis is placed
on meeting industry standards and product specifications, ease of integration, ease of use, cost reduction, design-for manufacturability,
quality and reliability.

Since August 2013, pursuant to a Service Agreement with Belegal Industrial Co., Ltd. (“Belegal”), we have been collaborating with
Belegal, whose team of experts has provided ToughBuilt additional engineering and sourcing services and quality control support for
our operations in China. Belegal assists us with supply-chain issues for our operations in China by, among other things, facilitating the
transmission of our purchase orders to our suppliers in China, conducting “in-process” quality checking and inspection, and shipping
end-products manufactured in China to their final destinations.

Our business is based on development of innovative and state of the art products, primarily in tools and hardware category, with
particular focus on the building and construction industry with the ultimate goal of making life easier and more productive for the
contractors and workers alike.

Our current product line includes major categories related to this field, with several additional categories, in various stages of
development, consisting of Soft Goods & Kneepads and Sawhorses & Work Products, each of which is described below. Additionally,
we have developed a line of ruggedized mobile devices with proprietary applications designed to maximize the productivity of our target
customers in the field. We anticipate launching sales of our mobile products during 2019.
The mission of our Company includes, but is not limited to, providing products to the building and home improvement communities that
are innovative, of superior quality derived in part from enlightened creativity for our end users while enhancing performance, improving
well-being and building high brand loyalty.
Risks and Challenges That We Face
An investment in our securities involves a high degree of risk. You should carefully consider the risks summarized below and

the other risks that are discussed more fully in the “Risk Factors” section of this prospectus immediately following this prospectus
summary. These risks include, but are not limited to, the following:

e Demand and market acceptance of our product offerings may be considerably less than what we currently anticipate.

e We may be unable to increase revenues in the manner in which we anticipate and generate profitability.

e We may be unable to expand operations and manage growth.

e We may be unable to retain key members of our management and development teams and to recruit additional qualified
personnel.

e We face competition from companies that have greater resources than we do and we may not be able to effectively compete
against these companies.




Implications of being an Emerging Growth Company

We are an “emerging growth company,” as defined in Section 2(a) of the Securities Act of 1933, or the Securities Act, as
modified by the Jumpstart Our Business Startups Act of 2012, or the JOBS Act. As such, we are eligible to take advantage of certain
exemptions from various reporting requirements applicable to other public companies that are not “emerging growth companies”
including, but not limited to:

e  being permitted to present only two years of audited financial statements and only two years of related disclosure in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in this prospectus;

® being permitted to provide less extensive narrative disclosure than other public companies including not being required to
comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002 and reduced disclosure obligations
regarding executive compensation in our periodic reports, proxy statements and registration statements;

. being permitted to utilize exemptions from the requirements of holding a nonbinding advisory vote on executive
compensation and stockholder approval of any golden parachute payments not previously approved;

e Dbeing permitted to defer complying with certain changes in accounting standards; and

e Dbeing permitted to use test-the-waters communications with qualified institutional buyers and institutional accredited
investors.

We intend to take advantage of these and other exemptions available to “emerging growth companies.” We could remain an
“emerging growth company” until the earliest of (a) the last day of our fiscal year following the fifth anniversary of the closing of this
offering, (b) the last day of the first fiscal year in which our annual gross revenues exceed $1.07 billion, (c) the last day of our fiscal
year in which we are deemed to be a “large accelerated filer” as defined in Rule 12b-2 under the Securities Exchange Act of 1934, or
Exchange Act (which would occur if the market value of our equity securities that is held by non-affiliates exceeds $700 million as of
the last business day of our most recently completed second fiscal quarter), or (d) the date on which we have issued more than $1 billion
in nonconvertible debt during the preceding three-year period.

The JOBS Act permits an “emerging growth company” like us to take advantage of an extended transition period to comply
with new or revised accounting standards applicable to public companies. This means that an “emerging growth company” can delay the
adoption of certain accounting standards until those standards would otherwise apply to private companies. We have elected to delay
such adoption of new or revised accounting standards.

Corporate Information

Our Company was incorporated on April 9, 2012 as Phalanx, Inc., under the laws of the State of Nevada and changed its name
to ToughBuilt Industries, Inc. on December 29, 2015. The address of our principal office is 25371 Commercentre Drive, Suite 200, Lake
Forest, California 92630 and our telephone number is (949) 528-3100. Our corporate website is www.toughbuilt.com. Our website and
the information contained in, or accessible through, our website will not be deemed to be incorporated by reference into this prospectus
and does not constitute part of this prospectus.




The Offering

Securities Offered by us: 3,220,000 Class A Units each consisting of one share of our common stock and one

warrant to purchase one share of our common stock plus 1,178,377 Units being issued to
converting debentureholders, for a total of 4,398,377 Class A Units.

Common Stock outstanding before this 3,679,500 shares
Offering:

Common Stock to be Outstanding after this 8,759,296 shares
Offering:

Over-allotment Option: We have granted a 45-day option to the underwriters, exercisable one or more times in

whole or in part, to purchase up to an additional (i) 483,000 units or (ii) if Maxim Group
LLC determines that the units shall detach and our shares of common stock and the
warrants underlying the units shall begin to trade separately during such 45-day period,
483,000 shares of common stock at a price of $4.99 per share and/or 483,000 additional
Class A Warrants at a price of $0.01 per Class A Warrant less, in each case, the
underwriting discounts and commissions, to cover over-allotments, if any.

Use of Proceeds: We intend to use the net proceeds received from this offering for sales and marketing

efforts, developing new products, satisfaction of indebtedness, increasing our production
capacity, funding our working capital and for general corporate purposes.

Proposed Listings on NASDAQ: We have applied to list our common stock on The NASDAQ Capital Market under the

symbol “TBLT.” No assurance can be given that our application will be approved. In
conjunction therewith, we have also applied to have the warrants listed on The
NASDAQ Capital Market under the symbol “TBLTW” and the Units listed as
“TBLTU”.

Lock-up We, our directors, officers and all of our existing shareholders have agreed with the

underwriter not to offer for sale, issue, sell, contract to sell, pledge or otherwise dispose of
any of our common stock or securities convertible into common stock for a period of 270
days for directors and officers and 180 days for shareholders, both after the date of this
prospectus. See “Underwriting” on page 61.

Risk Factors: Investing in our securities is highly speculative and involves a significant degree of risk.

See “Risk Factors” and other information included in this prospectus for a discussion of
factors you should carefully consider before deciding to invest in our securities.

The number of shares of common stock that will be outstanding after this offering set forth above is based on 3,679,500 shares of common
stock outstanding as of October 8, 2018, and includes the following:

41,026 shares of our common stock issuable upon conversion of $200,000 principal amount of a promissory note due to an insider;

133,354 shares of our common stock issuable upon conversion of $650,100 amount of accrued and unpaid salaries to our officers
and directors;

507,039 unregistered Class A Units (for which we will file a resale registration statement within 90 days of the date of the closing
of the initial public offering contemplated by this prospectus) issuable upon the conversion of outstanding shares of Class B
Convertible Preferred Stock at a conversion price of $3.50 per Class A Unit;

The number of shares of common stock that will be outstanding after this offering excludes the following:

372,359 shares of common stock issuable upon the exercise of outstanding warrants at an exercise price of $12.00 per share;

125,000 shares of common stock issuable upon the exercise of stock options at a weighted average exercise price of $10.00 per
shares, all of which were issued under the 2016 Stock Option Plan;

1,000,000 shares of common stock issuable upon the exercise of stock options at a weighted average price of $6.42 per shares, all of
which were issued under the 2018 Equity Incentive Plan.

875,000 shares of common stock reserved for issuance under our 2016 Stock Option Plan, and 1,000,000 shares of common stock
reserved for issuance under our 2018 Equity Incentive Plan;

483,000 shares of common stock issuable upon exercise of the underwriter’s option to purchase additional shares of our common
stock and/or warrants to purchase common stock to cover over-allotments; and

4,905,416 shares of common stock issuable upon exercise of warrants to be issued to the investors and representatives in connection
with this offering, at an exercise price per share equal to 125% of the per share public offering price.



Unless specifically stated otherwise, all information in this prospectus assumes:
e no exercise of the outstanding options or warrants described above;

e no exercise by the underwriter of their option to purchase additional shares of our common stock and/or warrants to purchase
common stock to cover over-allotments, if any; and

e no exercise of the representatives’ warrant.




SUMMARY FINANCIAL DATA

The following table summarizes our financial data. We derived the summary financial statement data for the years ended December 31,
2017 and 2016 set forth below from our audited financial statements and related notes contained in this prospectus. We derived the
summary financial data for the six months ended June 30, 2018 and 2017 from our unaudited condensed financial statements and related
notes contained in this prospectus. Share amounts, per share data, share prices exercise prices and conversion rates have been retroactively
adjusted to reflect the 1-for-2 reverse stock split of all of our classes of stock, effected on September 13, 2018. Our historical results are not
necessarily indicative of the results that may be expected in the future. You should read the information presented below together with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” our condensed financial statements, the notes
to those statements and the other financial information contained in this prospectus.

Summary of Operations in U.S. Dollars in thousands (except share and per share data)

Years ended December 31, Six months ended June 30,
2017 2016 2018 2017
(Unaudited) (Unaudited)

Sales $ 14202 $ 9,217 § 8,465 § 6,683
Cost of goods sold 10,235 7,501 6,415 4,760
Gross profit 3,967 1,716 2,050 1,923
Operating Expenses

Selling, general and administrative 6,071 4,398 2,743 3,041

Litigation expense - - 1,193 -

Research and development 1,675 1,247 855 1,187
Total operating expenses 7,746 5,645 4,791 4,228
Loss from operations 3,779) (3,929) (2,741) (2,305)
Interest expense (2,162) (803) (1,388) (1,020)
Net loss $ (5,941) $ (4,732) (4,129) (3,325)
Weighted average number of shares issued and
outstanding 3,679,500 3,519,070 3,679,500 3,679,500
Loss per common share - basic and diluted $ (1.61) $ (134 $ (1.12) $ (0.90)

Condensed Unaudited Balance Sheet in U.S. Dollars in thousands

As of June 30, 2018
Actual As Adjusted
(Unaudited) (Unaudited)
Cash $ 52§ 10,920
Total Current Assets 3,050 13,918
Total Assets 3,369 14,237
Note Payable net of Debt Issuance Cost of $413 5,887 -
Total Current Liabilities 14,096 6,924
Total Non-Current Liabilities - -
Total Liabilities 14,096 6,924
Class B convertible preferred stock 2,528 -
Additional paid in capital 2,335 24,162
) ) ) (11,046) 6,995
Working Capital (Deficit)
Accumulated Deficit (15,590) (16,849)
Total Stockholders’ Equity (Deficit) $ (13,255)  $ 7,314

The as adjusted column in the balance sheet data above gives effect to the sale of 3,220,000 Class A Unit s to be sold for cash in this
offering at the assumed public offering price of $4.875 per of common stock, and $0.125 per warrant, after deducting underwriting
discounts and commissions and estimated offering expenses payable by us, as if the sale had occurred on June 30, 2018.

Each $1.00 increase (decrease) in the assumed public offering price of $5.00 per Class A Unit, would increase (decrease) our shareholder’s
equity, as adjusted, after this offering by approximately $3 million, assuming that the number of shares offered by us, as set forth on the
cover page of this prospectus, remain the same and after deducting the estimated underwriting discounts and commissions and estimated
offering expenses payable by us. We may also increase or decrease the number of Class A Unit s we are offering. An increase (decrease) of
500,000 Class A Unit s in the number of Class A Unit s offered by us would increase (decrease) our shareholder’s equity, as adjusted, after
this offering by approximately $2.3 million, assuming that the assumed public offering price remains the same, and after deducting the
estimated underwriting discounts and commissions and estimated offering expenses payable by us.






RISK FACTORS

An investment in our common stock involves a high degree of risk. You should carefully consider the risks described below, together with
all of the other information included in this prospectus, before making an investment decision. If any of the following risks actually occurs,
our business, financial condition or results of operations could suffer. In that case, the trading price of our shares of common stock could
decline and you may lose all or part of your investment. See “Cautionary Note Regarding Forward-Looking Statements” below for a
discussion of forward-looking statements and the significance of such statements in the context of this prospectus.

Risks Related to OQur Company

We have a limited operating history on which to judge our business prospects and management.

Our Company was incorporated and commenced operations in April 2012. Accordingly, we have only a limited operating history upon
which to base an evaluation of our business and prospects. Operating results for future periods are subject to numerous uncertainties and we
cannot assure you that we will achieve or sustain profitability. Our prospects must be considered in light of the risks encountered by
companies in the early stage of development, particularly companies in new and rapidly evolving markets. Future operating results will
depend upon many factors, including increasing the number of affiliates, our success in attracting and retaining motivated and qualified
personnel, our ability to establish short term credit lines, our ability to develop and market new products, control costs, and general
economic conditions. We cannot assure you that we will successfully address any of these risks.

We are significantly influenced by our officers, directors and entities affiliated with them.

In the aggregate, ownership of our shares of common stock by management and affiliated parties, represents approximately 68% of the
issued and outstanding shares of our common stock. These shareholders, if acting together, will be able to significantly influence all matters
requiring approval by shareholders. For example, this concentration of ownership could discourage or prevent a potential takeover of our
Company that might otherwise result in an investor receiving a premium over the market price for his shares. A substantial portion of our
outstanding shares of common stock is beneficially owned and controlled by a group of insiders, including our officers and directors.
Accordingly, our principal stockholders together with our directors, Chief Executive Officer, and insider shareholders have the power to
control the election of our directors and the approval of actions for which the approval of our stockholders is required. If you acquire shares
of our common stock, you may have no effective voice in the management of our Company. Such concentrated control of our Company
may adversely affect the price of our common stock. Our principal stockholders may be able to control matters requiring approval by our
stockholders, including the election of directors, mergers or other business combinations. Such concentrated control may also make it
difficult for our stockholders to receive a premium for their shares of our common stock in the event we merge with a third party or enter
into different transactions that require stockholder approval. These provisions could also limit the price that investors might be willing to
pay in the future for shares of our common stock.

Certain provisions of our Articles of Incorporation could allow concentration of voting power in one individual, which may, among
other things, delay or frustrate the removal of incumbent directors or a takeover attempt, even if such events may be beneficial to
our shareholders.

Provisions of our articles of incorporation adopted by our Board of Directors, such as our ability to designate and issue a class of preferred
stock, may delay or frustrate the removal of incumbent directors and may prevent or delay a merger, tender offer or proxy contest involving
our Company that is not approved by our Board of Directors, even if those events may be perceived to be in the best interests of our
shareholders. For example, one or more of our affiliates could theoretically be issued a newly authorized and designated class of shares of
our preferred stock. Such shares could have significant voting power, among other terms. Consequently, anyone to whom these shares
were issued could have sufficient voting power to significantly influence if not control the outcome of all corporate matters submitted to the
vote of our common shareholders. Those matters could include the election of directors, changes in the size and composition of the Board
of Directors, and mergers and other business combinations involving our Company. In addition, through any such person’s control of the
Board of Directors and voting power, the affiliate may be able to control certain decisions, including decisions regarding the qualification
and appointment of officers, dividend policy, access to capital (including borrowing from third-party lenders and the issuance of additional
equity securities), and the acquisition or disposition of assets by our Company. In addition, the concentration of voting power in the hands
of an affiliate could have the effect of delaying or preventing a change in control of our Company, even if the change in control would
benefit our shareholders and may adversely affect the future market price of our common stock should a trading market therefor develop.

We may need, but be unable, to obtain additional funding on satisfactory terms, which could dilute our shareholders or impose
burdensome financial restrictions on our business.

We have relied upon cash from financing activities and in the future, we hope to rely on revenues generated from operations to fund the
cash requirements of our activities. However, there can be no assurance that we will be able to generate any significant cash from our
operating activities in the future. Future financing may not be available on a timely basis, in sufficient amounts or on terms acceptable to us,
if at all. Any debt financing or other financing of securities senior to the common stock will likely include financial and other covenants
that will restrict our flexibility. Any failure to comply with these covenants would have a material adverse effect on our business, prospects,
financial condition and results of operations because we could lose our existing sources of funding and impair our ability to secure new
sources of funding.
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We have recorded a net loss for the years ended December 31, 2017 and 2016, and for the six months ended June 30, 2018 and 2017,
respectively. Our financial condition creates a substantial doubt whether we will be able to generate any profit in the foreseeable
future.

For the year ended December 31, 2017, we realized a net loss of $5,941,457 compared to a net loss of $4,732,331 for the year ended
December 31, 2016. For the six months ended June 30, 2018, we realized a net loss of $$4,128,941 compared to a net loss of $3,324,917
for the six months ended June 30, 2017. Although we reported losses for the years ended December 31, 2017 and 2016, and for the six
months ended June 30, 2018 and 2017, respectively, there is no assurance that the profits will be realized in fiscal 2018 or thereafter. There
can be no assurance that we will be able to achieve a level of revenues adequate to generate sufficient cash flow from operations or obtain
additional financing through private placements, public offerings and/or bank financing necessary to support our working capital
requirements. To the extent that funds generated from any private placements, public offerings and/or bank financing are insufficient, we
will have to raise additional working capital. No assurance can be given that additional financing will be available on acceptable terms, if
at all. If adequate working capital is not available we may be forced to discontinue operations, which would cause investors to lose their
entire investment. The Company has extended the maturity date of its convertible notes from September 1, 2018 to October 15 , 2018, in
consideration for the issuance of 15,000 shares of its Class B Preferred Stock, has also extended the date of $400,000 principal amount of
notes due to an insider until October 15 , 2018, and consummated a $862,500 capital raise in September 2018 with net cash proceeds of
$652,579. However, due to the uncertainty in the Company’s ability to raise capital, increase sales and generate significant positive cash
flows from operations, management believes that there is substantial doubt in our ability to continue as a going concern within one year
after the date the financial statements were issued. As a result, our independent registered public accounting firm has expressed in its
auditor’s report on the financial statements substantial doubt regarding our ability to continue as a going concern. Our financial statements
do not include any adjustments that might result from the outcome of the uncertainty regarding our ability to continue as a going concern.

We have a history of liquidity shortages and we cannot assure that we will not face such shortages in the future.

The Company has experienced significant liquidity shortages as shown in the accompanying financial statements. As of December 31,
2017, the Company’s total liabilities exceeded its total assets by $8,259,411, and as of June 30, 2018, the Company’s total liabilities exceed
its total assets by $10,726,564. The Company has recorded a net loss of $5,941,457 for the year ended December 31, 2017 and $4,128,941
for the six months ended June 30, 2018 and has an accumulated deficit of $11,460,989 as of December 31, 2017 and $15,589,930 as of
June 30, 2018. Net cash used in operating activities for the year ended December 31, 2017 was $1,429,468 and for the six months ended
June 30, 2018 was $1,329,850. The Company has had difficulty in obtaining working lines of credit from financial institutions and trade
credit from vendors. Management has been able to raise capital from private placements and further expand the Company’s operations
geographically to continue its revenue growth. The Company is continuing to focus its efforts on increased marketing campaigns, and
distribution programs to strengthen the demand for its products. If the Company is not successful with its marketing efforts to increase sales
and weak demand continues, the Company will experience a shortfall in cash and it will be necessary to further reduce its operating
expenses in a manner or obtain funds through equity or debt financing in sufficient amounts to avoid the need to curtail its operations.
Given the liquidity and credit constraints in the markets, the business may suffer, should the credit markets not improve in the near future.
The direct impact of these conditions is not fully known. However, there can be no assurance that the Company would be able to secure
additional funds if needed and that if such funds were available on commercially reasonable terms or in the necessary amounts, and
whether the terms or conditions would be acceptable to the Company. In such case, the reduction in operating expenses might need to be
substantial in order for the Company to generate positive cash flow to sustain the operations of the Company. The Company has obtained
extended maturity date from its convertible debenture holders through October 15 , 2018 in consideration of issuance of additional 15,000
shares of Class B Preferred Stock, as well as extended maturity date of promissory note owed to the officer of the Company, and completed
August 2018 financing. However, due to the uncertainty in our ability to raise capital, increase sales and generate significant positive cash
flows from operations, management believes that there is substantial doubt in the Company’s ability to continue as a going concern within
one year after the date the financial statements were issued. As a result, our independent registered public accounting firm has expressed in
its auditor’s report on the financial statements substantial doubt regarding our ability to continue as a going concern. Our financial
statements do not include any adjustments that might result from the outcome of the uncertainty regarding our ability to continue as a going
concern.

Technology changes rapidly in our business, and if we fail to anticipate new technologies, the quality, timeliness and
competitiveness of our products will suffer.

Rapid technology changes in our industry require us to anticipate, sometimes years in advance, which technologies our products must take
advantage of in order to make them competitive in the market at the time they are released. Therefore, we usually start our product
development with a range of technical development goals that we hope to be able to achieve. We may not be able to achieve these goals, or
our competition may be able to achieve them more quickly than we can. In either case, our products may be technologically inferior to
competitive products, or less appealing to consumers, or both. If we cannot achieve our technology goals within the original development
schedule of our products, then we may delay products until these technology goals can be achieved, which may delay or reduce revenue
and increase our development expenses. Alternatively, we may increase the resources employed in research and development in an attempt
to accelerate our development of new technologies, either to preserve our product launch schedule or to keep up with our competition,
which would increase our development expenses and adversely affect our operations and financial condition.

We must effectively manage the growth of our operations, or our Company will suffer.

Our significant increase in the scope and the scale of our mobile product launch, including the hiring of additional personnel, has resulted
in significantly higher operating expenses. As a result, we anticipate that our operating expenses will continue to increase. Expansion of our
operations may also cause a significant demand on our management, finances and other resources. Our ability to manage the anticipated
future growth, should it occur, will depend upon a significant expansion of our accounting and other internal management systems and the
implementation and subsequent improvement of a variety of systems, procedures and controls. There can be no assurance that significant
problems in these areas will not occur. Any failure to expand these areas and implement and improve such systems, procedures and
controls in an efficient manner at a pace consistent with our business could have a material adverse effect on our business, financial



condition and results of operations. There can be no assurance that our attempts to expand our marketing, sales, manufacturing and
customer support efforts will be successful or will result in additional sales or profitability in any future period. As a result of the expansion
of our operations and the anticipated increase in our operating expenses, as well as the difficulty in forecasting revenue levels, we expect to
continue to experience significant fluctuations in our results of operations.
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Because we have transactions with companies in China, we may have limited legal recourse under Chinese law if disputes arise
with third parties.

The Chinese government has enacted some laws and regulations dealing with matters such as corporate organization and governance,
foreign investment, mergers and acquisitions, intellectual property, commerce, taxation and trade. However, the PRC’s experience in
implementing, interpreting and enforcing these laws and regulations is limited, and our ability to enforce commercial claims or to resolve
commercial disputes is unpredictable. If any new business ventures in which we may become involved are unsuccessful, or other adverse
circumstances arise from these transactions, we face the risk that the parties to these ventures may seek ways to terminate the transactions,
or, may hinder or prevent us from accessing important information regarding the financial and business operations of any acquired
companies. The resolution of these matters may be subject to the exercise of considerable discretion by agencies and other instrumentalities
of the Chinese government or those acting on its behalf, and forces unrelated to the legal merits of a particular matter or dispute may
influence their determination. Any rights we may have to specific performance, or to seek an injunction under Chinese law, in either of
these cases, are severely limited, and without a means of recourse by virtue of the Chinese legal system, we may be unable to prevent these
situations from occurring. The occurrence of any such events could have a material adverse effect on our business, financial condition and
results of operations.

Reliance on foreign suppliers could adversely affect our business.

We source our products from suppliers located in Asia and the United States. Our Asian vendors are located primarily in China, which
subjects us to various risks within the region including regulatory, political, economic and foreign currency changes. Our ability to select
and retain reliable vendors and suppliers who provide timely deliveries of quality products efficiently will impact our success in meeting
customer demand for timely delivery of quality products. Our sourcing operations and our vendors are impacted by labor costs in China.
Labor historically has been readily available at low cost relative to labor costs in North America. However, as China is experiencing rapid
social, political and economic changes, labor costs have risen in some regions and there can be no assurance that labor will continue to be
available to us in China at costs consistent with historical levels or that changes in labor or other laws will not be enacted which would
have a material adverse effect on our ability to source our products from China. Interruption of supplies from any of our vendors, or the loss
of one or more key vendors, could have a negative effect on our business and operating results.

Changes in currency exchange rates might negatively affect the profitability and business prospects of our Company and our overseas
vendors. In particular, although the Chinese Renminbi has recently depreciated against the U.S. Dollar, if the Chinese Renminbi
appreciates with respect to the U.S. Dollar in the future, we may experience cost increases on such purchases, and this can adversely impact
profitability. Future interventions by China may result in further currency appreciation and increase our product costs over time. We may
not be successful at implementing customer pricing or other actions in an effort to mitigate the related effects of the product cost increases.

Additional factors that could adversely affect our business include increases in transportation costs, new or increased import duties,
transportation delays, work stoppages, capacity constraints and poor quality.

Contract drafting, interpretation and enforcement in China involve significant uncertainty.

We have entered into numerous contracts governed by PRC law, many of which are material to our business. As compared with contracts in
the United States, contracts governed by PRC law tend to contain less detail and to not be as comprehensive in defining contracting parties’
rights and obligations. As a result, contracts in China are more vulnerable to disputes and legal challenges. In addition, contract
interpretation and enforcement in China is not as developed as in the United States, and the result of any contract dispute is subject to
significant uncertainties. Therefore, we cannot assure you that we will not be subject to disputes under our material contracts, and if such
disputes arise, we cannot assure you that we will prevail.

We may be unable to successfully expand our production capacity, which could result in material delays, quality issues, increased
costs and loss of business opportunities, which may negatively impact our product margins and profitability.

Part of our future growth strategy is to increase our production capacity to meet increasing demand for our existing goods. Assuming we
obtain sufficient funding to increase our production capacity, any projects that we undertake to increase such capacity may not be
constructed on the anticipated timetable or within budget. We may also experience quality control issues as we implement these production
upgrades. Any material delay in completing these projects, or any substantial increase in costs or quality issues in connection with these
projects, could materially delay our ability to bring our products to market and adversely affect our business, reduce our revenue, income
and available cash, all of which could result in harming our financial condition.
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We rely on highly skilled personnel and the continuing efforts of our executive officers and, if we are unable to retain, motivate or
hire qualified personnel, our business may be severely disrupted.

Our performance largely depends on the talents, knowledge, skills and know-how and efforts of highly skilled individuals and in particular,
the expertise held by our Chief Executive Officer, Michael Panosian. His absence, were it to occur, could materially and adversely impact
the development and implementation of the projects and businesses. Our future success depends on our continuing ability to identify, hire,
develop, motivate and retain highly skilled personnel for all areas of our organization. Our continued ability to compete effectively depends
on our ability to attract new technology developers and to retain and motivate our existing contractors. If one or more of our executive
officers are unable or unwilling to continue in their present positions, we may not be able to replace them readily, if at all. Therefore, our
business may be severely disrupted, and we may incur additional expenses to recruit and retain new officers. In addition, if any of our
executives joins a competitor or forms a competing company, we may lose some of our customers.

Risks Related to Our Business

We have limited manufacturing capabilities and we are dependent upon third parties to manufacture our product.

We are dependent upon our relationships with independent manufacturers to fulfill most of our product needs. While we have several
manufacturing facilities available to us, we currently are using only one manufacturer for each of our products besides our limited
capabilities. Accordingly, we are dependent on the uninterrupted and efficient operation of these manufacturers’ facilities. Our ability to
market and sell our products requires that our product be manufactured in commercial quantities, without significant delay and in
compliance with applicable federal and state regulatory requirements. In addition, we must be able to have our products manufactured at a
cost that permits us to charge a price acceptable to the customer while also accommodating any distribution costs or third-party sales
compensation. If our current manufacturers are unable for any reason to fulfill our requirements, or seek to impose unfavorable terms, we
will have to seek out other contract manufacturers, which could disrupt our operations and have a material adverse effect on our results of
operation and financial condition. Competitors who perform their own manufacturing may have an advantage over us with respect to
pricing, availability of products, and in other areas through their control of the manufacturing process.

We face significant competition and continuous technological change, and developments by competitors may render our licensed
technologies obsolete or non-competitive. If we cannot successfully compete with new or existing products, our marketing and sales
will suffer and we may not ever be profitable.

If we are able to fund and implement our business plan we will likely compete against fully integrated technology companies and smaller
companies that are collaborating with larger technology companies. In addition, many of these prospective competitors, either alone or
together with their collaborative partners, operate larger research and development programs than we do, and have substantially greater
financial resources than we do.

If our prospective competitors develop and commercialize technologies faster than we do or develop and commercialize technologies that
are superior to our technology candidates, our commercial opportunities will be reduced or eliminated. The extent to which any of our
technology candidates achieve market acceptance will depend on competitive factors, many of which are beyond our control. Competition
in the technology industry is intense and has been accentuated by the rapid pace of development. Almost all of these entities have
substantially greater research and development capabilities and financial, scientific, manufacturing, marketing and sales resources than we
do. These organizations also compete with us to:

attract parties for acquisitions, joint ventures or other collaborations;

license proprietary technology that is competitive with the technology we are developing;
attract funding; and

attract and hire talented and other qualified personal.

Our competitors may succeed in developing and commercializing products earlier than we do. Our competitors may also develop products
or technologies that are superior to those we are developing and render our technology candidates or technologies obsolete or non-
competitive. If we cannot successfully compete with new or existing products and technologies, our marketing and sales will suffer and we
may not ever be profitable.

Our development of innovative features for current products is critical to sustaining and growing our sales.

Historically, our ability to provide value-added custom engineered products that address requirements of technology and space utilization
has been a key element of our success. We spend a significant amount of time and effort to refine, improve and adapt our existing products
for new customers and applications. The introduction of new product features requires the coordination of the design, manufacturing and
marketing of the new product features with current and potential customers. The ability to coordinate these activities with current and
potential customers may be affected by factors beyond our control. While we will continue to emphasize the introduction of innovative
new product features that target customer-specific opportunities, we do not know if any new product features we introduce will achieve the
same degree of success that we have achieved with our existing products. Introduction of new product features typically requires us to
increase production volume on a timely basis while maintaining product quality. Manufacturers often encounter difficulties in increasing
production volumes, including delays, quality control problems and shortages of qualified personnel or raw materials. As we attempt to
introduce new product features in the future, we do not know if we will be able to increase production volume without encountering these
or other problems, which might negatively impact our financial condition or results of operations.

Our products may never achieve market acceptance by customers in markets necessary for commercial success and the market
opportunity may be smaller than we estimate.

There can be no assurance that the market will continue the acceptance of our products we introduced in recent years or will accept new



products, such as our mobile device products and our proposed clothing line for the construction industry scheduled for introduction in early
2019. There can also be no assurance that the level of sales generated from these new products (including the introduction of products into
new geographic markets) relative to our expectations will materialize. Market acceptance of any product candidate depends on a number of
factors including, but not limited to:
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° Vendor production delays;

Difficulties encountered in shipping from overseas;

. Reliance upon third-party carriers for our product shipments from our distribution centers to customers;

Product improvements and new product introductions require significant financial and other resources, including

¢ significant planning, design, development, and testing at the technological, product and manufacturing process levels;

o Our competitors’ new products may beat our products to market, be more effective with more features, be less expensive
than our products, and/or render our products obsolete;
Any new products that we develop may not receive market acceptance or otherwise generate any meaningful net sales or

N profits forus relative to our expectations based on, among other things, existing and anticipated investments in
manufacturing capacity and commitments to fund advertising, marketing, promotional programs and research and
development;

N Changes in customs regulations in each of the markets around the world that might entail significant change in duty rate or
other importation restrictions;

) Materials shortages and/or significant cost increases that might impact overall cost of the products; and

° Trade embargos or trade barriers between nations.

Any failure by any of our product candidates to achieve market approval or commercial success would adversely affect our business
prospects.

We have not yet commercialized our new mobile device products.
We do not know when or if we will complete any of these product development efforts or successfully commercialize any of these new

product lines. Even if we are successful in developing these new products that reach commercialization, we will not be successful unless
these products gain market acceptance. The degree of market acceptance of these products will depend on a number of factors, including:

. the competitive environment;
. our ability to enter into strategic agreements with manufacturers; and
° the adequacy and success of distribution, sales and marketing efforts.

Even if we successfully develop one or more of these products, we may not become profitable.
Risks associated with the disruption of manufacturing operations could adversely affect profitability or competitive position.

We manufacture a limited portion of the products we sell. Any prolonged disruption in the operations of our or our manufacturers’ existing
manufacturing facilities, whether due to technical or labor difficulties, facility consolidation or closure actions, lack of raw material or
component availability, destruction of or damage to any facility (as a result of natural disasters, use and storage of hazardous materials or
other events), or other reasons, could have a material adverse effect on our business, financial condition, results of operations and cash
flows.

The inability to continue to introduce new products that respond to customer needs and achieve market acceptance could result in
lower revenues and reduced profitability.

Sales from new products represent a significant portion of our net sales and are expected to continue to represent a significant component of
our future net sales. We may not be able to compete effectively unless we continue to enhance existing products or introduce new products
to the marketplace in a timely manner. Product improvements and new product introductions require significant financial and other
resources, including significant planning, design, development, and testing at the technological, product and manufacturing process levels.
Our competitors’ new products may beat our products to market, be more effective with more features, be less expensive than our products,
and/or render our products obsolete. Any new products that we develop may not receive market acceptance or otherwise generate any
meaningful net sales or profits for us relative to our expectations based on, among other things, existing and anticipated investments in
manufacturing capacity and commitments to fund advertising, marketing, promotional programs and research and development.
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The global tool, equipment, and diagnostics and repair information industries are competitive.

We face strong competition in all of our market segments. Price competition in our various industries is intense and pricing pressures from
competitors and customers are increasing. In general, as a manufacturer and marketer of premium products and services, the expectations of
our customers are high and continue to increase. Any inability to maintain customer satisfaction could diminish our premium image and
reputation and could result in a lessening of our ability to command premium pricing. We expect that the level of competition will remain
high in the future, which could limit our ability to maintain or increase market share or profitability.

Product liability claims and other kinds of litigation could affect our business, reputation, financial condition, results of operations
and cash flows.

The products that we design and/or manufacture, and/or the services we provide, can lead to product liability claims or other legal claims
being filed against us. To the extent that plaintiffs are successful in showing that a defect in a product’s design, manufacture or warnings led
to personal injury or property damage, or that our provision of services resulted in similar injury or damage, we may be subject to claims
for damages. Although we are insured for damages above a certain amount, we bear the costs and expenses associated with defending
claims, including frivolous lawsuits, and are responsible for damages below the insurance retention amount. In addition to claims
concerning individual products, as a manufacturer, we can be subject to costs, potential negative publicity and lawsuits related to product
recalls, which could adversely impact our results and damage our reputation.

We may from time to time become subject to legal proceedings other than those relating to product liability claims.

On August 16, 2016, Edwin Minassian filed a complaint against the Company and Michael Panosian, our CEO, in the Superior Court of
California, County of Los Angeles. The complaint alleges breach of oral contracts to pay Mr. Minassian for consulting and finder’s fees,
and to hire him as an employee. The complaint further alleges, among other things, fraud and misrepresentation relating to the alleged
tender of $100,000 to the Company in exchange for “a 2% stake in ToughBuilt” of which only $20,000 was delivered. The complaint seeks
unspecified monetary damages, declaratory relief concerning the plaintiff’s contention that he has an unresolved 9% ownership stake in
ToughBuilt and other relief according to proof.

On April 12, 2018, the Court entered judgments against the Company and Mr. Panosian in the amounts of $7,080 and $235,542, plus
awarding Mr. Minassian a 7% ownership interest in the Company (the “Judgments”). Mr. Minassian served notice of entry of the
judgments on April 17, 2018 and the Company and Mr. Panosian received notice of the entry of the default judgments on April 19, 2018.

On April 25, 2018, the Company and Mr. Panosian filed a motion to have the April 12, 2018 default judgment on Plaintiff’s Complaint, the
February 13, 2018 defaults, and April 14, 2017 Order for terminating sanctions striking Defendants’ Answer set aside on the basis of their
former attorney’s declaration that his negligence resulted in the default judgment, default, and terminating sanctions being entered against
the Company and Mr. Panosian. The motion was denied On August 29, 2018 based on court hearing on August 3, 2018. Although the
Company and Mr. Panosian are still considering whether to appeal the Judgments, the Company and Mr. Panosian has satisfied the
Judgments on September 13, 2018 by payment of $252,924.69 to Minassian and by issuing him shares reflecting a 7% ownership stake in
the Company from management-owned shares.

We are delinquent in payment of certain federal payroll taxes and if we do not reach agreement on a payment plan, we risk
collection action.

As of June 30, 2018, the Company was delinquent in its federal and state payroll tax payments in the aggregate amount of approximately
$727,000. The Company is current with its payroll tax obligations for the payroll periods starting July 1, 2018 and has remitted $145,493 to
the tax authorities for its current and past due payroll tax obligations since July 1, 2018. The Company is currently negotiating a payment
plan with the tax authorities to remit the remaining balance of payroll taxes of $689,388 as of September 30 , 2018, and intends, if possible,
to satisfy all tax obligations upon completion of its initial public offering from its working capital. If we are not successful in reaching
agreement with the payroll tax authorities on a payment plan, we risk legal action from those authorities from which we do not either have a
plan or are able to make payment in full, and defense and costs of such actions could decrease our working capital available for operations.
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Our products could be recalled.

The Consumer Product Safety Commission or other applicable regulatory bodies may require the recall, repair or replacement of our
products if those products are found not to be in compliance with applicable standards or regulations. A recall could increase costs and
adversely impact our reputation.

We plan to expand our international operations, which will subject us to risks inherent with operations outside of the United
States.

Although we do not have significant foreign operations at this time other than selling our products through retailers, we intend to seek and
expand upon opportunities in foreign markets that we anticipate will constitute significant operations. However, even with the cooperation
of a commercialization partner, conducting product development in foreign countries involves inherent risks, including, but not limited to
difficulties in staffing, funding and managing foreign operations; unexpected changes in regulatory requirements; export restrictions; tariffs
and other trade barriers; difficulties in protecting, acquiring, enforcing and litigating intellectual property rights; fluctuations in currency
exchange rates; and potentially adverse tax consequences. If we were to experience any of the difficulties listed above, or any other
difficulties, any international development activities and our overall financial condition may suffer and cause us to reduce or discontinue
our international development efforts.

Our management team has limited experience managing a public company, and regulatory compliance may divert our attention
from the day-to-day management of our business.

Our management team has limited experience managing a publicly-traded company and limited experience complying with the increasingly
complex laws pertaining to public companies. These obligations typically require substantial attention from our senior management and
could divert our attention away from the day-to-day management of our business.

Our internal control over financial reporting does not currently meet the standards required by Section 404 of the Sarbanes-Oxley
Act of 2002, and failure to achieve and maintain effective internal control over financial reporting in accordance with Section 404
of the Sarbanes-Oxley Act could have a material adverse effect on our business and stock price.

We have not maintained internal control over financial reporting in a manner that meets the standards of publicly traded companies required
by Section 404 of the Sarbanes-Oxley Act of 2002. The rules governing the standards that must be met for our management to assess our
internal control over financial reporting are complex and require significant documentation, testing and possible remediation. We expect to
begin the process of reviewing, documenting and testing our internal control over financial reporting after completion of this initial public
offering. We might encounter problems or delays in completing the implementation of any changes necessary to make a favorable
assessment of our internal control over financial reporting. If we cannot favorably assess the effectiveness of our internal control over
financial reporting, investors could lose confidence in our financial information and the price of our common stock could decline.

We have a material weakness in our internal control over financial reporting, which if left unremediated could materially and
adversely affect the market price of our common stock.

As of December 31, 2017 and June 30, 2018, we did not maintain effective controls over the control environment, including our internal
control over financial reporting. Because we are a small start-up company with only two full time employees in our finance department, we
lacked the ability to have adequate segregation of duties in the financial statement preparation process. In addition, lack of adequate review
resulted in audit adjustments. Further, our Board of Directors does not currently have any independent members and no director qualifies as
an audit committee financial expert as defined in Item 407(d)(5)(ii) of Regulation S-K. However, we have appointed three independent
directors, all effective as of the date of our initial listing on NASDAQ. Since these entity level controls have a pervasive effect across the
organization, management has determined that these circumstances constitute a material weakness.

However, we believe that, since the date that we were made aware of our material weakness, we have improved our internal control over
financial reporting by taking certain corrective steps that we believe minimize the likelihood of a recurrence. We have designed a
disclosure controls and procedures regime pursuant to which our management has, among other things:

(a) identified the definition, objectives, application and scope of our internal control over financial reporting;

(b) delineated the duties of each member of the group responsible for maintaining the adequacy of our internal control over
financial reporting. This group consists of:

(i) Our Chief Executive Officer; and
(i1) Our Chief Financial Officer who was engaged to prepare and assure compliance with both our internal control over
financial reporting as well as our disclosure controls and procedures and review our disclosure controls and procedures on a regular basis,

subject to our management’s supervision.
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During the first quarter of 2017, we hired a full time Chief Financial Officer who assisted us in the identification of required key controls,
the necessary steps required for procedures to ensure the appropriate communication and review of inputs necessary for the financial
statement closing process, as well as for the appropriate presentation of disclosures within the financial statements. With material, complex
and non-routine transactions, management has, and will continue to, seek guidance from third-party experts and/or consultants to gain a
thorough understanding of these transactions. The remediation steps taken are subject to ongoing senior management review and Board of
Directors oversight. Management believes there have been significant improvements of internal controls over financial reporting during the
year ended December 31, 2017 and for the six months ended June 30, 2018. Management anticipates that the continuing efforts will
effectively remediate the material deficiencies relating to segregation of duties which existed as of December 31, 2017 and June 30, 2018.
Our management has been actively engaged in planning for, designing and implementing the corrective steps described above to enhance
the effectiveness of our disclosure controls and procedures as well as our internal control over financial reporting. Our management,
together with our Board of Directors, is committed to achieving and maintaining a strong control environment, high ethical standards, and
financial reporting integrity.

While management is implementing corrective steps to remediate its internal control deficiencies, we cannot assure you that they will be
sufficient enough to be free of a material weakness. If we should in the future conclude that our internal control over financial reporting
suffers from a material weakness, we will be required to expend additional resources to improve it. Any additional instances of material
deficiencies could require a restatement of our financial statements. If such restatements are required, there could be a material adverse
effect on our investors’ confidence that our financial statements fairly present our financial condition and results of operations, which in
turn could materially and adversely affect the market price of our common stock.

We may need to increase the size of our organization and we may experience difficulties in managing growth.

We intend to rapidly expand operations to implement our business strategy. We also may acquire other companies or technologies. Any
expansion or acquisitions are expected to place a significant strain on our managerial, operational, and financial resources. To manage the
expected growth of operations, we may need to develop and maintain operational and financial systems and procedures and controls, which
may cause us to incur significant expenses. As we may incur many of these expenses before receiving any significant revenues from our
efforts, it may be more difficult to achieve or maintain profitability.

An investment in our securities is extremely speculative and there can be no assurance of any return on any such investment.

An investment in our securities is extremely speculative and there can be no assurance that investors will obtain any return on their
investment. Investors may be subject to substantial risks involved in an investment us, including the risk of losing their entire investment.

Risks Related to Our Intellectual Property

If we are unable to protect our intellectual property, our business may be adversely affected.

We must protect the proprietary nature of the intellectual property used in our business. There can be no assurance that trade secrets and
other intellectual property will not be challenged, invalidated, misappropriated or circumvented by third parties. Currently, our intellectual
property includes issued patents, patent applications, trademarks, trademark applications and know-how related to business, product and
technology development. We plan on taking the necessary steps, including but not limited to the filing of additional patents as appropriate.
There is no assurance any additional patents will issue or that when they do issue they will include all of the claims currently included in
the applications. Even if they do issue, those new patents and our existing patents must be protected against possible infringement.
Nonetheless, we currently rely on contractual obligations of our employees and contractors to maintain the confidentiality of our products.
To compete effectively, we need to develop and continue to maintain a proprietary position with respect to our technologies, and business.
The risks and uncertainties that we face with respect to intellectual property rights principally include the following:

. patent applications that we file may not result in issued patents or may take longer than expected to result in issued patents;
° we may be subject to interference proceedings;

other companies may claim that patents applied for by, assigned or licensed to, us infringe upon their own intellectual

property rights;
° we may be subject to opposition proceedings in the U.S. and in foreign countries;
. any patents that are issued to us may not provide meaningful protection;
. we may not be able to develop additional proprietary technologies that are patentable;
° other companies may challenge patents licensed or issued to us;
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. other companies may independently develop similar or alternative technologies, or duplicate our technologies;
° other companies may design around technologies that we have licensed or developed;

any patents issued to us may expire and competitors may utilize the technology found in such patents to commercialize
their own products; and

. enforcement of patents is complex, uncertain and expensive.

It is also possible that others may obtain issued patents that could prevent us from commercializing certain aspects of our products or
require us to obtain licenses requiring the payment of significant fees or royalties in order to enable us to conduct our business. If we license
patents, our rights will depend on maintaining its obligations to the licensor under the applicable license agreement, and we may be unable
to do so. Furthermore, there can be no assurance that the work-for-hire, intellectual property assignment and confidentiality agreements
entered into by our employees and consultants, advisors and collaborators will provide meaningful protection for our trade secrets, know-
how or other proprietary information in the event of any unauthorized use or disclosure of such trade secrets, know- how or other
proprietary information. The scope and enforceability of patent claims are not systematically predictable with absolute accuracy. The
strength of our own patent rights depends, in part, upon the breadth and scope of protection provided by the patent and the validity of our
patents, if any.

We operate in an industry with the risk of intellectual property litigation. Claims of infringement against us may hurt our business.

Our success depends, in part, upon non-infringement of intellectual property rights owned by others and being able to resolve claims of
intellectual property infringement without major financial expenditures or adverse consequences. Participants that own, or claim to own,
intellectual property may aggressively assert their rights. From time to time, we may be subject to legal proceedings and claims relating to
the intellectual property rights of others. Future litigation may be necessary to defend us or our clients by determining the scope,
enforceability, and validity of third-party proprietary rights or to establish its proprietary rights. Some competitors have substantially
greater resources and are able to sustain the costs of complex intellectual property litigation to a greater degree and for longer periods of
time. In addition, patent holding companies that focus solely on extracting royalties and settlements by enforcing patent rights may target
us. Regardless of whether claims that we are infringing patents or other intellectual property rights have any merit, these claims are time-
consuming and costly to evaluate and defend and could:

. adversely affect relationships with future clients;

° cause delays or stoppages in providing products;

. divert management’s attention and resources;

° require technology changes to our platform that would cause our Company to incur substantial cost
. subject us to significant liabilities; and

. require us to cease some or all of its activities.

In addition to liability for monetary damages, which may be tripled and may include attorneys’ fees, or, in some circumstances, damages
against clients, we may be prohibited from developing, commercializing, or continuing to provide some or all of our products unless we
obtain licenses from, and pay royalties to, the holders of the patents or other intellectual property rights, which may not be available on
commercially favorable terms, or at all.

We have limited foreign intellectual property rights and may not be able to protect our intellectual property rights throughout the
world.

We have limited intellectual property rights outside the United States. Filing, prosecuting and defending patents on devices in all countries
throughout the world would be prohibitively expensive, and our intellectual property rights in some countries outside the United States can
be less extensive than those in the United States. In addition, the laws of some foreign countries do not protect intellectual property to the
same extent as laws in the United States. Consequently, we may not be able to prevent third parties from practicing our inventions in all
countries outside the United States, or from selling or importing products made using our inventions in and into the United States or other
jurisdictions. Competitors may use our technologies in jurisdictions where we have not obtained patents to develop their own products and
further, may export otherwise infringing products to territories where we have patents, but enforcement is not as strong as that in the United
States.
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Many companies have encountered significant problems in protecting and defending intellectual property in foreign jurisdictions. The legal
systems of certain countries, particularly China and certain other developing countries, do not favor the enforcement of patents, trade
secrets and other intellectual property, which could make it difficult for us to stop the infringement of our patents or marketing of
competing products in violation of our proprietary rights generally. To date, we have not sought to enforce any issued patents in these
foreign jurisdictions. Proceedings to enforce our patent rights in foreign jurisdictions could result in substantial costs and divert our efforts
and attention from other aspects of our business, could put our patents at risk of being invalidated or interpreted narrowly and our patent
applications at risk of not issuing and could provoke third parties to assert claims against us. We may not prevail in any lawsuits that we
initiate and the damages or other remedies awarded, if any, may not be commercially meaningful. The requirements for patentability may
differ in certain countries, particularly developing countries. Certain countries in Europe and developing countries, including China and
India, have compulsory licensing laws under which a patent owner may be compelled to grant licenses to third parties. In those countries,
we and our licensors may have limited remedies if patents are infringed or if we or our licensors are compelled to grant a license to a third
party, which could materially diminish the value of those patents. This could limit our potential revenue opportunities. Accordingly, our
efforts to enforce our intellectual property rights around the world may be inadequate to obtain a significant commercial advantage from the
intellectual property that we develop or license.

Our patent position is highly uncertain and involves complex legal and factual questions.

Accordingly, we cannot predict the breadth of claims that may be allowed or enforced under our patents or in third-party patents. For
example, we might not have been the first to make the inventions covered by each of our pending patent applications and issued patents; we
might not have been the first to file patent applications for these inventions; others may independently develop similar or alternative
technologies or duplicate any of our technologies; it is possible that none of our pending patent applications will result in issued patents;
our issued patents may not provide a basis for commercially viable technologies, or may not provide us with any competitive advantages,
or may be challenged and invalidated by third parties; and, we may not develop additional proprietary technologies that are patentable.

As a result, our owned and licensed patents may not be valid and we may not be able to obtain and enforce patents and to maintain trade
secret protection for the full commercial extent of our technology. The extent to which we are unable to do so could materially harm our
business.

We have applied for and will continue to apply for patents for certain products. Such applications may not result in the issuance of any
patents, and any patents now held or that may be issued may not provide us with adequate protection from competition. Furthermore, it is
possible that patents issued or licensed to us may be challenged successfully. In that event, if we have a preferred competitive position
because of such patents, such preferred position would be lost. If we are unable to secure or to continue to maintain a preferred position, we
could become subject to competition from the sale of generic products. Failure to receive, inability to protect, or expiration of our patents
would adversely affect our business and operations.

Patents issued or licensed to us may be infringed by the products or processes of others. The cost of enforcing our patent rights against
infringers, if such enforcement is required, could be significant, and we do not currently have the financial resources to fund such litigation.
Further, such litigation can go on for years and the time demands could interfere with our normal operations. We may become a party to
patent litigation and other proceedings. The cost to us of any patent litigation, even if resolved in our favor, could be substantial. Many of
our competitors may be able to sustain the costs of such litigation more effectively than we can because of their substantially greater
financial resources. Litigation may also absorb significant management time.

Unpatented trade secrets, improvements, confidential know-how and continuing technological innovation are important to our scientific
and commercial success. Although we attempt to and will continue to attempt to protect our proprietary information through reliance on
trade secret laws and the use of confidentiality agreements with our partners, collaborators, employees and consultants, as well as through
other appropriate means, these measures may not effectively prevent disclosure of our proprietary information, and, in any event, others
may develop independently, or obtain access to, the same or similar information.

International intellectual property protection is particularly uncertain, and if we are involved in opposition proceedings in foreign
countries, we may have to expend substantial sums and management resources.

Patent and other intellectual property law outside the United States is more uncertain and is continually undergoing review and revisions in
many countries. Further, the laws of some foreign countries may not protect intellectual property rights to the same extent as the laws of the
United States. For example, certain countries do not grant patent claims that are directed to business methods and processes. In addition,
we may have to participate in opposition proceedings to determine the validity of its foreign patents or its competitors’ foreign patents,
which could result in substantial costs and diversion of its efforts and loss of credibility with customers.
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If we are found to be infringing on patents or trade secrets owned by others, we may be forced to cease or alter our product
development efforts, obtain a license to continue the development or sale of our products, and/or pay damages.

Our manufacturing processes and potential products may violate proprietary rights of patents that have been or may be granted to
competitors, universities or others, or the trade secrets of those persons and entities. As our industry expands and more patents are issued,
the risk increases that our processes and potential products may give rise to claims that they infringe the patents or trade secrets of others.
These other persons could bring legal actions against us claiming damages and seeking to enjoin manufacturing and marketing of the
affected product or process. If any of these actions are successful, in addition to any potential liability for damages, we could be required to
obtain a license in order to continue to manufacture or market the affected product or use the affected process. Required licenses may not be
available on acceptable terms, if at all, and the results of litigation are uncertain. If we become involved in litigation or other proceedings, it
could consume a substantial portion of our financial resources and the efforts of our personnel.

We rely on confidentiality agreements to protect our trade secrets. If these agreements are breached by our employees or other
parties, our trade secrets may become known to our competitors.

We rely on trade secrets that we seek to protect through confidentiality agreements with our employees and other parties. If these
agreements are breached, our competitors may obtain and use our trade secrets to gain a competitive advantage over us. We may not have
any remedies against our competitors and any remedies that may be available to us may not be adequate to protect our business or
compensate us for the damaging disclosure. In addition, we may have to expend resources to protect our interests from possible
infringement by others.

Risks Related to this Offering and the Ownership of Our Common Stock

Our officers, directors and founding shareholders may exert significant influence over our affairs, including the outcome of matters
requiring shareholder approval.

As of the date of this prospectus, our officers, directors and affiliated shareholders collectively have an approximately 68% beneficial
ownership of our Company. As a result, such individuals will have the ability, acting together, to control the election of our directors and
the outcome of corporate actions requiring shareholder approval, such as: (i) a merger or a sale of our Company, (ii) a sale of all or
substantially all of our assets, and (iii) amendments to our articles of incorporation and bylaws. This concentration of voting power and
control could have a significant effect in delaying, deferring or preventing an action that might otherwise be beneficial to our other
shareholders and be disadvantageous to our shareholders with interests different from those individuals. Certain of these individuals also
have significant control over our business, policies and affairs as officers or directors of our Company. Therefore, you should not invest in
reliance on your ability to have any control over our Company.

We have broad discretion in the use of the net proceeds from this offering and may use the net proceeds in ways with which you
disagree.

Our management will have broad discretion in the application of the net proceeds from this offering and could spend the proceeds in ways
that do not improve our results of operations or enhance the value of our securities. You will be relying on the judgment of our management
with regard to the use of these net proceeds, and you will not have the opportunity, as part of your investment decision, to assess whether
the net proceeds are being used appropriately. The failure by our management to apply these funds effectively could result in financial
losses that could have a material adverse effect on our business, cause the price of our securities to decline and delay the development of
our product candidates. Pending the application of these funds, we may invest the net proceeds from this offering in a manner that does not
produce income or that loses value.

Investors in this offering will experience immediate and substantial dilution in net tangible book value (deficit).

You will incur immediate and substantial dilution as a result of this offering. After giving effect to the sale by us of up to 3,220,000 shares
of common stock at an assumed public offering price of $4.875 per share, and after deducting the underwriter’s discounts and commissions
and estimated offering expenses payable by us, investors in this offering can expect an immediate dilution of $4.05 per share.

We have also issued options in the past to acquire common stock at prices significantly below the initial offering price. As of September 30
, 2018, there were 1,125,000 shares of common stock subject to outstanding options with a weighted-average exercise price of $6.82 per
share. To the extent that these outstanding options are ultimately exercised, you will incur further dilution, and our stock price may decline.
To the extent that additional or outstanding options or warrants are granted and/or exercised you will experience further dilution. See
“Dilution” for a more complete description of how the value of your investment in our common stock will be diluted upon the completion
of this offering.

A sustained, active trading market for our common stock or warrants may not develop or be maintained.
As we are in our early stage of development, an investment in our Company will likely require a long-term commitment, with no certainty
of return. There is currently no trading market for our common stock and we cannot predict whether an active market for our common stock

will ever develop or be sustained in the future. In the absence of an active trading market:
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e investors may have difficulty buying and selling or obtaining market quotations;
e market visibility for shares of our common stock may be limited; and

a lack of visibility for shares of our common stock may have a depressive effect on the market price for shares of our common
stock.

The lack of an active market impairs your ability to sell your shares at the time you wish to sell them or at a price that you consider
reasonable. The lack of an active market may also reduce the fair market value of your shares. An inactive market may also impair our
ability to raise capital to continue to fund operations by selling securities and may impair our ability to acquire additional assets by using
our securities as consideration.

There is no established trading market for our shares; further, our shares will be subject to potential delisting if we do not
maintain the listing requirements of the NASDAQ Capital Market.

This offering constitutes our initial public offering of our shares. No public market for these shares currently exists. We have applied to list
the shares of our common stock on the NASDAQ Capital Market, or NASDAQ (and will also list our warrants if such application is
accepted). An approval of our listing application by NASDAQ will be subject to, among other things, our fulfilling all of the listing
requirements of NASDAQ. Even if these shares are listed on NASDAQ, there can be no assurance that an active trading market for these
securities will develop or be sustained after this offering is completed. The initial offering price has been determined by negotiations
among the lead underwriter and us. Among the factors considered in determining the initial offering price were our future prospects and the
prospects of our industry in general, our revenue, net income and certain other financial and operating information in recent periods, and the
financial ratios, market prices of securities and certain financial and operating information of companies engaged in activities similar to
ours. However, there can be no assurance that following this offering our shares of common stock will trade at a price equal to or greater
than the offering price.

In addition, NASDAQ has rules for continued listing, including, without limitation, minimum market capitalization and other requirements.
Failure to maintain our listing, or de-listing from NASDAQ, would make it more difficult for shareholders to dispose of our common stock
and more difficult to obtain accurate price quotations on our common stock. This could have an adverse effect on the price of our common
stock. Our ability to issue additional securities for financing or other purposes, or otherwise to arrange for any financing we may need in
the future, may also be materially and adversely affected if our common stock is not traded on a national securities exchange.

Our ability to have our common stock and warrants traded on the NASDAQ is subject to us meeting applicable listing criteria.

We have applied for our common stock and warrants to be listed on NASDAQ, a national securities exchange. The NASDAQ requires
companies desiring to list their common stock to meet certain listing criteria including total number of shareholders: minimum stock price,
total value of public float, and in some cases total shareholders’ equity and market capitalization. Our failure to meet such applicable listing
criteria could prevent us from listing our common stock on NASDAQ. In the event we are unable to have our shares traded on NASDAQ,
our common stock could potentially trade on the OTCQX or the OTCQB, each of which is generally considered less liquid and more
volatile than the NASDAQ. Our failure to have our shares traded on NASDAQ could make it more difficult for you to trade our shares,
could prevent our common stock trading on a frequent and liquid basis and could result in the value of our common stock being less than it
would be if we were able to list our shares on NASDAQ.

The requirements of being a public company may strain our resources, divert management’s attention and affect our results of
operations.

As a public company in the United States, we will face increased legal, accounting, administrative and other costs and expenses. After the
consummation of this offering, we will be subject to the reporting requirements of the Securities Exchange Act of 1934, as amended, or the
Exchange Act, and the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act. The Exchange Act requires, among other things, that we

file annual, quarterly and current reports with respect to our business and financial condition. The Sarbanes-Oxley Act requires, among
other things, that we maintain effective disclosure controls and procedures and internal control over financial reporting. For example,
Section 404 of the Sarbanes-Oxley Act requires that our management report on the effectiveness of our internal controls structure and
procedures for financial reporting. Section 404 compliance may divert internal resources and will take a significant amount of time and
effort to complete. If we fail to maintain compliance under Section 404, or if in the future management determines that our internal control
over financial reporting are not effective as defined under Section 404, we could be subject to sanctions or investigations by NASDAQ
should we in the future be listed on this market, the SEC, or other regulatory authorities. Furthermore, investor perceptions of our Company
may suffer, and this could cause a decline in the market price of our common stock. Any failure of our internal control over financial
reporting could have a material adverse effect on our stated results of operations and harm our reputation. If we are unable to implement
these changes effectively or efficiently, it could harm our operations, financial reporting or financial results and could result in an adverse
opinion on internal controls from our independent auditors. We may need to hire a number of additional employees with public accounting
and disclosure experience in order to meet our ongoing obligations as a public company, particularly if we become fully subject to Section
404 and its auditor attestation requirements, which will increase costs. We expect these rules and regulations to increase our legal and
financial compliance costs and to make some activities more time consuming and costly, although we are currently unable to estimate these
costs with any degree of certainty. A number of those requirements will require us to carry out activities we have not done previously. Our

management team and other personnel will need to devote a substantial amount of time to new compliance initiatives and to meeting the
obligations that are associated with being a public company, which may divert attention from other business concerns, which could have a
material adverse effect on our business, financial condition and results of operations.
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Additionally, the expenses incurred by public companies generally for reporting and corporate governance purposes have been increasing.
These increased costs will require us to divert a significant amount of money that we could otherwise use to develop our business. If we are
unable to satisfy our obligations as a public company, we could be subject to delisting of our common stock, fines, sanctions and other
regulatory action and potentially civil litigation.

New laws, regulations, and standards relating to corporate governance and public disclosure may create uncertainty for public
companies, increasing legal and financial compliance costs and making some activities more time consuming.

These laws, regulations and standards are subject to varying interpretations, in many cases due to their lack of specificity, and, as a result,
may evolve over time as new guidance is provided by the courts and other bodies. This could result in continuing uncertainty regarding
compliance matters and higher costs necessitated by ongoing revisions to disclosure and governance practices. If our efforts to comply with
new laws, regulations, and standards differ from the activities intended by regulatory or governing bodies due to ambiguities related to their
application and practice, regulatory authorities may initiate legal proceedings against us and our business may be adversely affected.

As a public company subject to these rules and regulations, we may find it more expensive for us to obtain director and officer liability
insurance, and we may be required to accept reduced coverage or incur substantially higher costs to obtain coverage. These factors could
also make it more difficult for us to attract and retain qualified members of our Board of Directors, particularly to serve on its audit
committee and compensation committee, and qualified executive officers.

The market price of our common stock and warrants may be volatile, and you may not be able to resell your shares and warrants
at or above the initial public offering price.

The market price for our common stock and warrants may be volatile and subject to wide fluctuations in response to factors including the
following:

. actual or anticipated fluctuations in our quarterly or annual operating results;

° changes in financial or operational estimates or projections;

° conditions in markets generally;

. changes in the economic performance or market valuations of companies similar to ours;
° general economic or political conditions in the United States or elsewhere;

. any delay in development of our products or services;

. our failure to comply with regulatory requirements;

° our inability to commercially launch products and services and market and generate sales of our products and services,
. developments or disputes concerning our intellectual property rights;

° our or our competitors’ technological innovations;

° general and industry-specific economic conditions that may affect our expenditures;

° changes in market valuations of similar companies;

announcements by us or our competitors of significant contracts, acquisitions, strategic partnerships, joint ventures, capital

° . .
commitments, new technologies, or patents;

N future sales of our common stock or other securities, including shares issuable upon the exercise of outstanding warrants or
convertible securities or otherwise issued pursuant to certain contractual rights;

° period-to-period fluctuations in our financial results; and

. low or high trading volume of our common stock due to many factors, including the terms of our financing arrangements.
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In addition, if we fail to reach an important research, development or commercialization milestone or result by a publicly expected
deadline, even if by only a small margin, there could be significant impact on the market price of our common stock. Additionally, as we
approach the announcement of anticipated significant information and as we announce such information, we expect the price of our
common stock to be particularly volatile and negative results would have a substantial negative impact on the price of our common
stock and warrants.

In addition, in recent years, the stock market in general has experienced extreme price and volume fluctuations. This volatility has had a
significant effect on the market price of securities issued by many companies, including for reasons unrelated to their operating
performance. These broad market fluctuations may adversely affect our stock price, notwithstanding our operating results. The market price
of our common stock and warrants will fluctuate and there can be no assurances about the levels of the market prices for our common stock
and warrants.

In some cases, following periods of volatility in the market price of a company’s securities, shareholders have often instituted class action
securities litigation against those companies. Such litigation, if instituted, could result in substantial costs and diversion of management
attention and resources, which could significantly harm our business operations and reputation.

As an “emerging growth company” under applicable law, we will be subject to lessened disclosure requirements, which could leave
our shareholders without information or rights available to shareholders of more mature companies.

For as long as we remain an “emerging growth company” as defined in the JOBS Act, we have elected to take advantage of certain
exemptions from various reporting requirements that are applicable to other public companies that are not “emerging growth companies”
including, but not limited to:

e ot being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act;

being permitted to provide only two years of audited financial statements, in addition to any required unaudited interim financial
e statements, with correspondingly reduced “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” disclosure;

e taking advantage of an extension of time to comply with new or revised financial accounting standards;

reduced disclosure obligations regarding executive compensation in our periodic reports, proxy statements and registration
statements; and

exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and shareholder approval of
any golden parachute payments not previously approved.

We expect to take advantage of these reporting exemptions until we are no longer an “emerging growth company.” Because of these
lessened regulatory requirements, our shareholders would be left without information or rights available to shareholders of more mature
companies. We cannot predict whether investors will find our common stock less attractive if we rely on these exemptions. If some
investors find our common stock less attractive as a result, there may be a less active trading market for our common stock and our stock
price may be more volatile.

We are also a “smaller reporting company” as defined in Rule 12b-2 of the Exchange Act and have elected to follow certain scaled
disclosure requirements available to smaller reporting companies.

Because we have elected to use the extended transition period for complying with new or revised accounting standards for an
“emerging growth company” our financial statements may not be comparable to companies that comply with public company
effective dates.

We have elected to use the extended transition period for complying with new or revised accounting standards under Section 102(b)(1) of
the JOBS Act. This election allows us to delay the adoption of new or revised accounting standards that have different effective dates for
public and private companies until those standards apply to private companies. While we are not currently delaying the implementation of
any relevant accounting standards, in the future we may avail ourselves of this right, and as a result of this election, our financial statements
may not be comparable to companies that comply with public company effective dates. Because our financial statements may not be
comparable to companies that comply with public company effective dates, investors may have difficulty evaluating or comparing our
business, performance or prospects in comparison to other public companies, which may have a negative impact on the value and liquidity
of our common stock.
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FINRA sales practice requirements may also limit your ability to buy and sell our common stock, which could depress the price of
our shares.

Financial Industry Regulatory Authority, Inc. (FINRA) rules require broker-dealers to have reasonable grounds for believing that an
investment is suitable for a customer before recommending that investment to the customer. Prior to recommending speculative low-priced
securities to their non-institutional customers, broker-dealers must make reasonable efforts to obtain information about the customer’s
financial status, tax status and investment objectives, among other things. Under interpretations of these rules, FINRA believes that there is
a high probability such speculative low-priced securities will not be suitable for at least some customers. Thus, FINRA requirements make
it more difficult for broker-dealers to recommend that their customers buy our common stock, which may limit your ability to buy and sell
our shares, have an adverse effect on the market for our shares, and thereby depress our share price.

Our compliance with complicated U.S. regulations concerning corporate governance and public disclosure is expensive. Moreover,
our ability to comply with all applicable laws, rules and regulations is uncertain given our management’s relative inexperience with
operating U.S. public companies.

As a publicly reporting company, we are faced with expensive and complicated and evolving disclosure, governance and compliance laws,
regulations and standards relating to corporate governance and public disclosure, including the Sarbanes-Oxley Act and the Dodd-Frank
Act, and, following this offering, the rules of the NASDAQ Stock Market. New or changing laws, regulations and standards are subject to
varying interpretations in many cases due to their lack of specificity, and, as a result, their application in practice may evolve over time as
new guidance is provided by regulatory and governing bodies, which could result in continuing uncertainty regarding compliance matters
and higher costs necessitated by ongoing revisions to disclosure and governance practices. As a result, our efforts to comply with evolving
laws, regulations and standards of a U.S. public company are likely to continue to result in increased general and administrative expenses
and a diversion of management time and attention from revenue-generating activities to compliance activities.

Moreover, our executive officers have little experience in operating a U.S. public company, which makes our ability to comply with
applicable laws, rules and regulations uncertain. Our failure to comply with all laws, rules and regulations applicable to U.S. public
companies could subject us or our management to regulatory scrutiny or sanction, which could harm our reputation and stock price.

If research analysts do not publish research about our business or if they issue unfavorable commentary or downgrade our
common stock, our stock price and trading volume could decline.

The trading market for our securities may depend in part on the research and reports that research analysts publish about us and our
business. If we do not maintain adequate research coverage, or if any of the analysts who cover us downgrade our stock or publish
inaccurate or unfavorable research about our business, the price of our common stock and warrants could decline. If one or more of our
research analysts ceases to cover our business or fails to publish reports on us regularly, demand for our securities could decrease, which
could cause the price of our common stock and warrants or trading volume to decline.

We may issue additional equity securities, or engage in other transactions that could dilute our book value or relative rights of our
common stock, which may adversely affect the market price of our common stock and warrants.

Our Board of Directors may determine from time to time that it needs to raise additional capital by issuing additional shares of our common
stock or other securities. Except as otherwise described in this prospectus, we will not be restricted from issuing additional shares of
common stock, including securities that are convertible into or exchangeable for, or that represent the right to receive, shares of our
common stock. Because our decision to issue securities in any future offering will depend on market conditions and other factors beyond
our control, we cannot predict or estimate the amount, timing, or nature of any future offerings, or the prices at which such offerings may
be affected. Additional equity offerings may dilute the holdings of existing shareholders or reduce the market price of our common stock
and warrants, or both. Holders of our securities are not entitled to pre-emptive rights or other protections against dilution. New investors
also may have rights, preferences and privileges that are senior to, and that adversely affect, then-current holders of our securities.
Additionally, if we raise additional capital by making offerings of debt or preference shares, upon our liquidation, holders of our debt
securities and preference shares, and lenders with respect to other borrowings, may receive distributions of its available assets before the
holders of our common stock.

We have issued a convertible debenture and convertible preferred stock in financings consummated in October of 2016. If the shares of our
common stock underlying these equity-linked securities were to be issued upon conversion of such securities, the holdings of existing
shareholders would be diluted and the market price of our shares of common stock would likely decrease. Please see “Management’s
Discussion and Analysis of Financial Condition — Liquidity and Capital Resources — Recent Financings” for more information about these
securities.

Speculative Nature of Warrants.

The warrants offered in this offering do not confer any rights of common stock ownership on their holders, such as voting rights or the right
to receive dividends, but rather merely represent the right to acquire shares of our common stock at a fixed price for a limited period of
time. Specifically, commencing on the date of issuance, holders of the warrants may exercise their right to acquire the common stock and
pay an exercise price of $6.25 per share (125% of the public offering price of our common stock and warrants in this offering), prior to five
years from the date of issuance, after which date any unexercised warrants will expire and have no further value. Moreover, following this
offering, the market value of the warrants is uncertain and there can be no assurance that the market value of the warrants will equal or
exceed their public offering price. There can be no assurance that the market price of the common stock will ever equal or exceed the
exercise price of the warrants, and consequently, whether it will ever be profitable for holders of the warrants to exercise the warrants.
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Unless our shares of common stock are approved for listing on NASDAQ, our common stock will be subject to the “penny stock”
rules of the SEC and the trading market in our securities is limited, which makes transactions in our stock cumbersome and may
reduce the value of an investment in our stock.

The SEC has adopted Rule 15g-9 which establishes the definition of a “penny stock,” for the purposes relevant to us, as any equity security
that has a market price of less than $5.00 per share or with an exercise price of less than $5.00 per share, subject to certain exceptions. For
any transaction involving a penny stock, unless exempt, the rules require:

° that a broker or dealer approve a person’s account for transactions in penny stocks; and

the broker or dealer receive from the investor a written agreement to the transaction, setting forth the identity and quantity
of the penny stock to be purchased.

In order to approve a person’s account for transactions in penny stocks, the broker or dealer must:
° obtain financial information and investment experience objectives of the person; and

make a reasonable determination that the transactions in penny stocks are suitable for that person and the person has
. sufficient knowledge and experience in financial matters to be capable of evaluating the risks of transactions in penny
stocks.

The broker or dealer must also deliver, prior to any transaction in a penny stock, a disclosure schedule prescribed by the SEC relating to the
penny stock market, which:

° sets forth the basis on which the broker or dealer made the suitability determination; and
. affirms that the broker or dealer received a signed, written agreement from the investor prior to the transaction.

Generally, brokers may be less willing to execute transactions in securities subject to the “penny stock” rules. This may make it more
difficult for investors to dispose of our common stock and cause a decline in the market value of our stock.

Disclosure also has to be made about the risks of investing in penny stocks in both public offerings and in secondary trading and about the
commissions payable to both the broker-dealer and the registered representative, current quotations for the securities and the rights and
remedies available to an investor in cases of fraud in penny stock transactions. Finally, monthly statements have to be sent disclosing recent
price information for the penny stock held in the account and information on the limited market in penny stocks.

Shareholders should be aware that, according to SEC Release No. 34-29093, the market for “penny stocks™ has suffered in recent years
from patterns of fraud and abuse. Such patterns include (1) control of the market for the security by one or a few broker-dealers that are
often related to the promoter or issuer; (2) manipulation of prices through prearranged matching of purchases and sales and false and
misleading press releases; (3) boiler room practices involving high-pressure sales tactics and unrealistic price projections by inexperienced
sales persons; (4) excessive and undisclosed bid-ask differential and markups by selling broker-dealers; and (5) the wholesale dumping of
the same securities by promoters and broker-dealers after prices have been manipulated to a desired level, along with the resulting
inevitable collapse of those prices and with consequent investor losses. Our management is aware of the abuses that have occurred
historically in the penny stock market. Although we do not expect to be in a position to dictate the behavior of the market or of broker-
dealers who participate in the market, management will strive within the confines of practical limitations to prevent the described patterns
from being established with respect to our securities. Unless our shares of common stock are approved for listing on NASDAQ, the
occurrence of these patterns or practices could increase the future volatility of our share price.

We do not currently intend to pay dividends on our common stock in the foreseeable future, and consequently, your ability to
achieve a return on your investment will depend on appreciation in the price of our common stock.

We have never declared or paid cash dividends on our common stock and do not anticipate paying any cash dividends to holders of our
common stock in the foreseeable future. Consequently, investors must rely on sales of their common stock after price appreciation, which
may never occur, as the only way to realize any future gains on their investments. There is no guarantee that shares of our common stock
will appreciate in value or even maintain the price at which our shareholders have purchased their shares.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains “forward-looking statements,” which include information relating to future events, future financial performance,
financial projections, strategies, expectations, competitive environment and regulation. Words such as “may”, “should”, “could”, “would”,
“predicts”, “potential”, “continue”, “expects”, “anticipates”, “future”, “intends”, “plans”, “believes”, “estimates”, and similar expressions,
as well as statements in future tense, identify forward-looking statements. Forward-looking statements should not be read as a guarantee of
future performance or results and may not be accurate indications of when such performance or results will be achieved. Forward-looking
statements are based on information we have when those statements are made or management’s good faith belief as of that time with
respect to future events and are subject to significant risks and uncertainties that could cause actual performance or results to differ
materially from those expressed in or suggested by the forward-looking statements. Important factors that could cause such differences
include, but are not limited to:

. Our limited operating history;

° our ability to manufacture, market and sell our products;

. our ability to maintain or protect the validity of our U.S. and other patents and other intellectual property;
. our ability to launch and penetrate markets;

° our ability to retain key executive members;

° our ability to internally develop new inventions and intellectual property;

. interpretations of current laws and the passages of future laws; and

. acceptance of our business model by investors.

The foregoing does not represent an exhaustive list of matters that may be covered by the forward-looking statements contained herein or
risk factors that we are faced with that may cause our actual results to differ from those anticipate in our forward-looking statements.
Please see “Risk Factors” for additional risks which could adversely impact our business and financial performance.

Moreover, new risks regularly emerge and it is not possible for our management to predict or articulate all risks we face, nor can we assess
the impact of all risks on our business or the extent to which any risk, or combination of risks, may cause actual results to differ from those
contained in any forward-looking statements. All forward-looking statements included in this prospectus are based on information available
to us on the date of this prospectus. Except to the extent required by applicable laws or rules, we undertake no obligation to publicly update
or revise any forward-looking statement, whether as a result of new information, future events or otherwise. All subsequent written and
oral forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by the cautionary
statements contained above and throughout this prospectus.
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USE OF PROCEEDS

We estimate that the net proceeds from the sale of the 3,220,000 Class A Units will be approximately $ 14,574,500 million, or
approximately $16,796,300 million if the underwriter exercises in full its option to purchase additional shares, based on an assumed public
offering price of $5.00 per Class A Unit, after deducting the estimated underwriting discounts and commissions and estimated offering
expenses payable by us. This estimate excludes the proceeds, if any, from the exercise of common warrants in this offering. If all of the
common warrants sold in this offering were to be exercised in cash at an assumed exercise price of $6.25 per share, we would receive
additional net proceeds of approximately $20.1 million. We cannot predict when or if these common warrants will be exercised. It is
possible that these common warrants may expire and may never be exercised. Each $1.00 increase (decrease) in the assumed public
offering price of $5.00 per Class A Unit would increase (decrease) the net proceeds to us from this offering by approximately $3 million, or
approximately $3.4 million if the underwriter exercises its over-allotment option in full, assuming the number of shares offered by us, as set
forth on the cover page of this prospectus, remain the same and after deducting estimated underwriting discounts and commissions and
estimated offering expenses payable by us.

The expected use of net proceeds of this offering represents our current intentions based upon our present plan and business conditions. As
of the date of this prospectus, we cannot specify with certainty all of the particular uses for the net proceeds to be received upon the
completion of this offering. The amounts and timing of our actual use of net proceeds will vary depending on numerous factors. As a result,
management will have broad discretion in the application of the net proceeds, and investors will be relying on our judgment regarding the
application of the net proceeds of this offering. We currently estimate that we will use the net proceeds from this offering as follows: (i)
$2,500,000 to the production of new tool products, (ii) $1,800,000 to the development of mobile technology including accessories and
attachments, (iii) $2,000,000 to sales and marketing, (iv) $ 3,700,000 to repayment of debt which bears an annual interest rate of 10% and
has a maturity date of the earlier of the date of closing of the Company’s offering on Form S-1 and October 15, 2018 , (v) $200,000 to
repayments of notes payable to an insider which bear an annual interest rate of 10% and has a maturity date of October 15 , 2018, (vi)
$962,500 to repayments of third party notes payable, and (vii) $3,412,000 for working capital needs. We have presumed that we will
receive aggregate gross proceeds of $16,100,000 and deducted $1,525,500 payable in offering costs, commissions and fees.

The use of the proceeds represents management’s estimates based upon current business and economic conditions. We reserve the right to
use of the net proceeds we receive in the offering in any manner we consider to be appropriate. Although our Company does not
contemplate changes in the proposed use of proceeds, to the extent we find that adjustment is required for other uses by reason of existing
business conditions, the use of proceeds may be adjusted. The actual use of the proceeds of this offering could differ materially from those
outlined above as a result of several factors including those set forth under “Risk Factors” and elsewhere in this prospectus.

Pending the use of the net proceeds of this offering, we intend to invest the net proceeds in short-term investment-grade, interest-bearing
securities.
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MARKET FOR OUR COMMON STOCK AND RELATED STOCKHOLDER MATTERS
Our common stock is not quoted on any market, and never has been.
As of October 8 , 2018, we had 89 shareholders of record of our common stock.

We have applied for the listing of our common stock on NASDAQ under the symbol “TBLT.” In conjunction therewith, we also have
applied to have the warrants listed on The NASDAQ Capital Market under the symbol “TBLTW” and Class A Units under the symbol
“TBLTU”. No assurance can be given that such application will be approved or that a trading market will develop.

DIVIDEND POLICY

We have never paid any cash dividends on our common stock. We anticipate that we will retain funds and future earnings to support
operations and to finance the growth and development of our business. Therefore, we do not expect to pay cash dividends in the foreseeable
future following this offering. Any future determination to pay dividends will be at the discretion of our Board of Directors and will
depend on our financial condition, results of operations, capital requirements and other factors that our Board of Directors deems relevant.
In addition, the terms of any future debt or credit financings may preclude us from paying dividends.

CAPITALIZATION
The following table sets forth our capitalization as of June 30, 2018:
® on an actual basis; and

on a pro forma as adjusted basis to reflect the sale by us of 3,220,000 Class A Units at an assumed initial public offering price of
$5.00 per Class A Unit, which is the midpoint of the price range set forth on the cover page of this prospectus, after deducting the
underwriting discounts and commissions and estimated offering costs payable by us, and the issuance of Class A Units upon
conversion of convertible debt instrument s and Class B Convertible Preferred Stock, and the issuance of common stock upon
conversion of principal amount due to an insider and conversion of amount of accrued and unpaid salaries to employees, officers
and directors.

The pro forma as adjusted information below is illustrative only and our capitalization following the completion of this offering will be
adjusted based on the actual public offering price and other terms of this offering determined at pricing. You should read this table together
with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our audited and unaudited condensed
financial statements and the related notes appearing elsewhere in this prospectus.

You should read this table together with the section in this prospectus entitled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and our condensed financial statements and related notes included elsewhere in this prospectus.
Numbers are expressed in thousands (U.S. dollars) except share and per share data.

As of June 30, 2018

Capitalization in U.S. Dollars in thousands Actual As Adjusted

(Unaudited)
Common stock, par value $0.0001 per share, 100,000,000 shares authorized;
3,679,500 shares issued and outstanding actual; 8,616,310 shares issued and
outstanding pro forma as adjusted $ - $ 1
Additional paid in capital 2,335 24,162
Cash 52 10,920
Notes payable 5,988 -
Class B convertible preferred stock 2,528 -
Accumulated deficit (15,590) (16,849)
Total stockholders’ deficiency (13,255) 7,314

)

Total Capitalization $ (4,739 $ 7,314

The number of shares of common stock that will be outstanding after this offering set forth above is based on 3,679,500 shares of common
stock outstanding as of June 30, 2018, and excludes the following:

e 41,026 shares of our common stock issuable upon conversion of $200,000 principal amount of a promissory note due to an insider;

e 108,226 shares of our common stock issuable upon conversion of $527,600 amount of accrued and unpaid salaries to our
employees, officers and directors;

e 453,468 unregistered Class A Units (for which we will file a resale registration statement within 90 days of the date of the closing
of the initial public offering contemplated by this prospectus) issuable upon the conversion of outstanding shares of Class B

Convertible Preferred Stock at a conversion price of $3.50 per Class A Unit;

The number of shares of common stock that will be outstanding after this offering excludes the following:



(M

® 364,859 shares of common stock issuable upon the exercise of outstanding warrants at an exercise price of $12.00 per share;

e 125,000 shares of common stock issuable upon the exercise of stock options at a weighted average exercise price of $10.00 per
share, all of which were issued under the 2016 Stock Option Plan;

e 875,000 shares of common stock reserved for issuance under our 2016 Stock Option Plan;

e 483,000 shares of common stock issuable upon exercise of the underwriter’s option to purchase additional shares of our common
stock and/or warrants to purchase common stock to cover over-allotments; and

e 4787,559 shares of common stock issuable upon exercise of warrants to be issued to the investors and representatives in connection
with this offering, at an exercise price per share equal to 125% of the per share public offering price.

A $1.00 increase or decrease in the assumed public offering price per share would increase or decrease our pro forma as adjusted cash
and cash equivalents, additional paid-in capital, total stockholders’ equity and total capitalization by approximately $3 million assuming
the number of shares offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting the
underwriting discount and estimated offering expenses payable by us.
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DILUTION

If you invest in our common stock in this offering, your ownership interest will be diluted to the extent of the difference between the initial
public offering price per share of our common stock in this offering and the as adjusted net tangible book value (deficit) per share
immediately after this offering. We calculate net tangible book value per share by dividing our net tangible book value (deficit), which is
tangible assets less total liabilities less debt discounts, by the number of outstanding shares of our common stock as of June 30, 2018,
assuming no value is attributed to the warrants and such warrants are accounted for and classified as equity. Our historical net tangible
book value (deficit) as of June 30, 2018, was approximately ($10.9 million) or $(2.96) per share of our common stock.

After giving effect to the sale of 3,220,000 shares of our common stock and accompanying warrants at an assumed initial public offering
price of $4.88 per share of common stock, after deducting the underwriting discounts and commissions and estimated offering costs payable
by us, our as adjusted net tangible book value (deficit) as of June 30, 2018, would have been approximately $7.3 million, or $0.85 per share
of common stock and accompanying warrant. This represents an immediate increase in as adjusted net tangible book value of $3.81 per
share to existing shareholders and an immediate dilution of $4.03 per share to investors purchasing shares of common stock in this offering
at the assumed public offering price, attributing none of the assumed combined public offering price to the warrants offered hereby.

The following table illustrates per share dilution as of June 30, 2018 (Unaudited):

Public offering price per share of common stock $ 4.88
Net tangible book value (deficit) per share as of June 30, 2018 $ (2.96)
Increase in net tangible book value (deficit) per share attributable to this offering $ 3.81
Net tangible book value (deficit) per share after this offering $ 0.85
Dilution per share to investors participating in this offering $ 4.03

Each $1.00 increase (decrease) in the assumed public offering price would increase (decrease) our as adjusted net tangible book value
(deficit) after this offering by approximately $3 million, or approximately $0.34 per share, and the dilution per share to new investors by
approximately $0.34 per share, assuming that the number of shares and related warrants offered by us, as set forth on the cover page of this
prospectus, remain the same and after deducting the estimated underwriting discounts and commissions and estimated offering expenses
payable by us. We may also increase or decrease the number of shares and related warrants we are offering. An increase of 500,000 shares
and related warrants in the number of shares and related warrants offered by us would increase our as adjusted net tangible book value
(deficit) after this offering by approximately $2.3 million, or $0.20 per share and related warrants, and decrease the dilution per share to
new investors by $0.20 per share and related warrant, assuming that the assumed initial public offering price remains the same, and after
deducting the estimated underwriting discounts and commissions and estimated offering expenses payable by us. Similarly, a decrease of
500,000 shares in the number of shares offered by us would decrease our as adjusted net tangible book value (deficit) after this offering by
approximately $2.3 million, or $0.23 per share and related warrants, and increase the dilution per share to new investors by $0.23 per share
and related warrant, assuming that the assumed initial public offering price remains the same, and after deducting the estimated
underwriting discounts and commissions and estimated offering expenses payable by us. The information discussed above is illustrative
only and will adjust based on the actual initial public offering price and other terms of this offering determined at pricing. This table does
not take into account further dilution to new investors that could occur upon the exercise of outstanding options and warrants, including the
warrants offered in this offering, having a per share exercise price less than the public offering price per share in this offering.

If the underwriters exercise in full their option to purchase up to 483,000 additional shares of common stock at the assumed initial public
offering price of $4.875 per share, the as adjusted net tangible book value (deficit) after this offering would be $1.05 per share, representing
an increase in net tangible book value (deficit) of $0.20 per share to existing shareholders and immediate dilution in net tangible book value
(deficit) of $3.83 per share to investors purchasing our common stock in this offering at the assumed public offering price.

-4 -




MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Prospective investors should read the following discussion and analysis of our financial condition and results of operations together with
our condensed financial statements and the related notes and other financial information included elsewhere in this prospectus. Some of
the information contained in this discussion and analysis or set forth elsewhere in this prospectus, including information with respect to our
plans and strategy for our business, includes forward-looking statements that involve risks and uncertainties. See “Cautionary Note
Regarding Forward-Looking Statements.” You should review the “Risk Factors” section of this prospectus for a discussion of important
factors that could cause actual results to differ materially from the results described in or implied by the forward-looking statements
contained in the following discussion and analysis. All share and per share numbers have been retroactively adjusted to reflect the 1-for-2
reverse stock split effected on September 13, 2018.

Company History

Our Company was formed on April 9, 2012 as Phalanx, Inc., under the laws of the State of Nevada and changed its name to ToughBuilt
Industries, Inc. on December 29, 2015.

Business Overview

Our Company was formed to design, manufacture and distribute innovative tools and accessories to the building industry. The global tool
market industry is a multibillion dollar business.

ToughBuilt’s business is based on development of innovative and state of the art products, primarily in tools and hardware category, with
particular focus on building and construction industry with the ultimate goal of making life easier and more productive for the contractors
and workers alike.

ToughBuilt’s current product line includes three major categories related to this field, with several additional categories in various stages of
development, consisting of Soft Goods & Kneepads and Sawhorses & Work Products.

JOBS Act

On April 5, 2012, the Jumpstart Our Business Startups Act of 2012, or the JOBS Act, was enacted. Section 107 of the JOBS Act provides
that an “emerging growth company” can take advantage of the extended transition period provided in Section 7(a)(2)(B) of the Securities
Act of 1933, as amended, or the Securities Act, for complying with new or revised accounting standards. In other words, an “emerging
growth company” can delay the adoption of certain accounting standards until those standards would otherwise apply to private companies.
We have irrevocably elected not to avail ourselves of this extended transition period and, as a result, we will adopt new or revised
accounting standards on the relevant dates on which adoption of such standards is required for other public companies.

We are in the process of evaluating the benefits of relying on other exemptions and reduced reporting requirements provided by the JOBS

Act. Subject to certain conditions set forth in the JOBS Act, as an “emerging growth company,” we intend to rely on certain of these

exemptions from, without limitation, (i) providing an auditor’s attestation report on our system of internal controls over financial reporting

pursuant to Section 404(b) of the Sarbanes-Oxley Act and (ii) complying with any requirement that may be adopted by the Public Company
Accounting Oversight Board (PCAOB) regarding mandatory audit firm rotation or a supplement to the auditor’s report providing additional

information about the audit and the financial statements, known as the auditor discussion and analysis. We will remain an “emerging

growth company” until the earliest of (a) the last day of our fiscal year following the fifth anniversary of the closing of this offering, (b) the
last day of the first fiscal year in which our annual gross revenues exceed $1.07 billion, (c) the last day of our fiscal year in which we are
deemed to be a “large accelerated filer” as defined in Rule 12b-2 under the Securities Exchange Act of 1934, or Exchange Act (which would
occur if the market value of our equity securities that is held by non-affiliates exceeds $700 million as of the last business day of our most
recently completed second fiscal quarter), or (d) the date on which we have issued more than $1 billion in nonconvertible debt during the
preceding three-year period.
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FOR THE SIX MONTHS ENDED JUNE 30, 2018
Results of Operations

The following discussion should be read in conjunction with the condensed unaudited financial statements for the interim periods ended
June 30, 2018 and 2017 respectively, included in this prospectus.

For the six months ended June 30, 2018 compared to the six months ended June 30, 2017 (unaudited)

Revenues

Revenues for the six months ended June 30, 2018 and 2017 were $8,465,479 and $6,682,603, respectively. Revenues increased during the
six months in 2018 over 2017 by $1,782,876 or 27% primarily due to adding new customers and increase in the recurring sales orders from
our existing customers.

Cost of Goods Sold

Cost of goods sold for the six months ended June 30, 2018 and 2017 was $6,415,030 and $4,759,747, respectively. Cost of goods sold
increased in 2018 over 2017 by $1,655,283 or 35% primarily due to the increase in revenues and due to increase in metal price in 2018 over
2017, resulting in increase in manufacturing costs of metal goods in 2018 over 2017. Overall cost of goods sold as a percentage of revenues
in 2018 was 76% as compared to 71% in 2017. We expect to reduce our cost of goods sold as a percentage of revenue as we achieve
operational efficiencies in production and work with automated state of the art factories to manufacture our product lines.

Operating Expenses

Selling, general and administrative expenses (the “SG&A Expenses”) for the six months ended June 30, 2018 and 2017 were $2,743,820
and $3,040,391, respectively. SG&A Expenses decreased in 2018 over 2017 by $296,571 or 10% primarily due to reduction in (1)
consulting fees paid to independent contractors and professional consultants, (2) freight and shipping costs, (3) rent expense, (4) patent and
trademark costs, (5) travel, (6) warehousing costs, and reduction in other general and administrative expenses to better manage the
Company’s growth. SG&A Expense in 2018 as a percentage of revenues was 32% as compared to 45% in 2017. We expect our SG&A
expense will increase as the Company plans to bring professional management team and staff on board as we embark on public offering,
expend cash to raise capital for new products development, and expand our operations and keep inventory on hand.

Litigation expense for the six months ended June 30, 2018 and 2017 were $1,192,488 and $0, respectively. Litigation expense consist of a
cash award of $252,925 and issuance of shares of common stock reflecting 7% ownership stake in the Company to Edwin Minassian in
satisfaction of the Judgments (disclosed in Note 9 to the condensed financial statements included in this prospectus). The Company has
recorded the litigation expense of $1,192,488 and accrued the liability at June 30, 2018.

Research and development expenses (the “R&D”) for the six months ended June 30, 2018 and 2017 were $855,424 and $1,187,317,
respectively. R&D expense decreased in 2018 over 2017 by $331,893 or 28% primarily because (1) we embarked on the development of a
ruggedized mobile device during 2017 whereas a minimal R&D was expensed on this project in 2018, and (2) we reduced the number of
independent contractors assigned in R&D in 2018 as compared to 2017, resulting in overall reduction in R&D costs in 2018 over 2017.
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Other Expense

Other expense consisted of interest expense for the six months ended June 30, 2018 and 2017 of $1,387,658 and $1,020,065, respectively.
Interest expense increased in 2018 over 2017 by $367,593 or 36% primarily because (1) in 2018 we recorded the amortization of debt
discount as interest expense upon issuance of 63,000 Class B preferred shares to debenture holders to modify the principal balance of the
note payable, (2) recorded interest expense at 10% in 2018 compared to 8% in 2017, and (3) recorded factor financing fees for purchase
order financing as interest expense. We expect the interest expense in 2018 to increase over 2017 as we amortize the remaining
unamortized debt discount and debt issuance costs as interest expense over the term of the note payable.

Net Loss

As a result of the above explanations, we recorded a net loss of $4,128,941 for the six months ended June 30, 2018 compared to a net loss
of $3,324,917 for the comparable period in 2017.

FOR THE YEAR ENDED DECEMBER 31, 2017

For the year ended December 31, 2017 compared to the year ended December 31, 2016

Revenues

Revenues for the years ended December 31, 2017 and 2016 were $14,201,836 and $9,216,863, respectively, consisted of metal goods and
soft goods sold to customers. Revenues increased in 2017 over 2016 by $4,984,973, or 54.1%, primarily due to wide acceptance of our
products in the tools industry and receipt of recurring sales orders for metal goods and soft goods from our existing customers and new
customers, and introduction and sale of new soft goods products to our customers.

Cost of Goods Sold

Cost of goods sold for the years ended December 31, 2017 and 2016 was $10,234,838 and $7,501,434, respectively. Cost of goods sold
increased in 2017 over 2016 by $2,733,404 or 36.4%, primarily due to the increase in materials cost of steel and plastics polyester to
manufacture metal goods and soft goods and increase in labor cost in China. Cost of goods sold as a percentage of revenues in 2017 was
72.1% as compared to cost of goods sold as a percentage of revenues in 2016 of 81.3%. We expect to further reduce our cost of goods sold
as a percentage of revenue as we achieve operational efficiencies in production and work with automated state of the art factories to
manufacture our product lines.

Operating Expenses

Operating expenses consist of selling, general and administrative expenses and research and development costs. Selling, general and
administrative expenses (the “SG&A Expenses”) for the years ended December 31, 2017 and 2016 were $6,070,868 and $4,397,797,
respectively. SG&A Expenses increased in 2017 over 2016 by $1,673,071 or 38.0%, primarily due to hiring additional employees,
independent contractors and consultants to grow the Company. SG&A expense in 2017 as a percentage of revenues was 42.7% as
compared to SG&A expense in 2016 as a percentage of revenues was 47.7%. We expect our SG&A expense will continue to increase as the
Company plans to bring professional management team and staff on board, expend cash to raise capital for new products development, and
acquire a new warehouse/storage facility to expand its operations and maintain finished products inventory on hand.
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Research and development costs (the “R&D”) for the years ended December 31, 2017 and 2016 were $1,675,093 and $1,247,449,
respectively. R&D costs increased in 2017 over 2016 by $427,644 or 34.3%, primarily due to the costs incurred in developing new tools, a
ruggedized mobile device, and software applications to run on the mobile device related to construction industry. We expect R&D costs to
continue to increase as the Company embarks on developing new tools for the construction industry, and the attachments for the ruggedized
mobile device with new software applications.

Other Expense

Other expense consisted of interest expense for the years ended December 31, 2017 and 2016 of $2,162,494 and $802,514, respectively.
The interest expense increased because the Company raised capital from debt financing in October 2016 at higher interest rates resulting in
increased interest expense in 2017 over 2016. We expect our interest expense to continue to increase as the Company anticipates needing
additional capital for its products development since the Company had difficulty in obtaining working lines of credit from financial
institutions at reasonable interest rates.

Net Loss

As a result of the above explanations, we recorded a net loss of $5,941,457 for the year ended December 31, 2017 as compared to a net loss
of $4,732,331 for the year ended December 31, 2016.

Liquidity and Capital Resources

We have faced significant liquidity shortages as shown in the accompanying condensed financial statements. As of December 31, 2017,
and June 30, 2018, our total liabilities exceeded our total assets by $8,259,411 and $10,726,564, respectively. We have recorded a net loss
of $5,941,457 for the year ended December 31, 2017 and $4,128,941 for the six months ended June 30, 2018, and recorded an accumulated
deficit of $11,460,989 as of December 31, 2017 and $15,589,930 as of June 30, 2018. Net cash used in operating activities for the year
ended December 31, 2017 was $1,429,468 and for the six months ended June 30, 2018 was $1,329,850. Although we have had difficulty in
obtaining working lines of credit from financial institutions and trade credit from vendors, management has been able to raise capital from
private placements and further expand our operations geographically to continue our revenue growth.

On January 8, 2018, we conducted a private placement of our securities in which we sold 162,000 units for gross proceeds of $810,000 to
certain accredited investors, with each such unit consisting of (i) one half of a share of the Company’s Class B Convertible Preferred Stock,
par value of $0.0001 per share, and (ii) one half of a warrant to purchase one share of the Company’s common stock, par value $0.0001 per
share. Each unit was sold at a price of $5.00 per unit. Each warrant sold has an initial exercise price of $12.00 per share, subject to
adjustment, and is exercisable for a period of five years from the date of issuance. On March 14, 2018, we received cash proceeds of
$613,200, net of commissions of $64,800 earned by the placement agent on capital raise, $128,000 in legal fees, and $4,000 in escrow fees.
Each of the units contained one half of a share of Class B Convertible Preferred Stock and one half of a Class B Warrant to purchase a share
of our common stock for an aggregate of 81,000 shares of Class B Convertible Preferred Stock and 81,000 Class B Warrants. The
placement agent received warrants to purchase up to 4,050 shares of our common stock at an exercise price of $12.00 per share.

On May 2, 2018, we conducted a confidential private placement of its securities in which we offered to sell a maximum 140,000 units to
certain accredited investors, with each such unit consisting of (i) one half of a share of the Company’s Class B Convertible Preferred Stock,
par value of $0.0001 per share, and (ii) a warrant to purchase one half of one share of the Company’s common stock, par value $0.0001 per
share. Each unit was sold at a price of $5.00 per unit. Each warrant has an initial exercise price of $12.00 per share, subject to adjustment,
and is exercisable for a period of five years from the date of issuance. On May 15, 2018, we sold all 140,000 units for gross proceeds of
$700,000, and received cash proceeds of $587,957, net of commissions of $56,000 and fees of $18,574 paid to the placement agent on
capital raise, $33,469 in legal fees, and $4,000 in escrow fees. We issued to the underwriter 3,500 Placement Agent Warrants at their fair
value of $12,527.

On September 4, 2018, the Company entered into securities purchase agreements with six accredited investors for the sale to those
investors of unsecured promissory notes, with an aggregate principal amount of $862,500. Those notes carry an original issue discount of
15%, and the purchase price was $750,000. The Company promised to pay the note holders the principal sum of $862,500 on earlier of (i)
the third trading day after the closing of the Company’s initial public offering, and (ii) November 30, 2018 or such earlier date as these
promissory notes are required or permitted to be repaid. On closing of this offering, the Company received cash proceeds of $652,579 on
September 5, 2018, net of commission and fees of $62,850 earned by the placement agent on capital raise, $30,571 in legal fees, and $4,000
in escrow fees. In addition, the Company issued to the six note holders 18,750 shares of Class B Convertible Preferred Stock valued at
$120,394, and 7,500 warrants to the placement agent, valued at their fair value of $26,843.
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Although our sales increased by 27% during the six months ended June 30, 2018 compared to the same period in 2017, we are continuing to
focus our efforts on increased marketing campaigns, and distribution programs to strengthen the demand for its products globally.
Management anticipates that our capital resources will improve if our products gain wider market recognition and acceptance resulting in
increased product sales. If we are not successful with our marketing efforts to increase sales and weak demand continues, we will
experience a shortfall in cash and it will be necessary to further reduce our operating expenses in a manner or obtain funds through equity or
debt financing in sufficient amounts to avoid the need to curtail our operations subsequent to June 30, 2018. Given the liquidity and credit
constraints in the markets, the business may suffer, should the credit markets not improve in the near future. The direct impact of these
conditions is not fully known. However, there can be no assurance that we will be able to secure additional funds if needed and that if such
funds were available on commercially reasonable terms or in the necessary amounts, and whether the terms or conditions would be
acceptable to us. In such case, the reduction in operating expenses might need to be substantial in order for us to generate positive cash flow
to sustain our operations. However, due to the uncertainty in the Company's ability to raise capital, increase sales and generate significant
positive cash flows from operations, management believes that there is substantial doubt in the Company's ability to continue as a going
concern within one year after the date the condensed financial statements were issued.

We had $51,695 in cash at June 30, 2018 as compared to $44,348 at December 31, 2017.
CASH FLOWS

Net cash flows used in operating activities for the six months ended June 30, 2018 was $1,329,850, attributable to a net loss of $4,128,941,
depreciation expense of $62,014, amortization of debt discount and debt issuance costs of $853,552, stock-based compensation expense of
$56,108, and net increase of $1,827,416 in operating assets and liabilities primarily due to the net increase in accounts receivable and
inventory, with a corresponding increase in factor receivable, accounts payable, accrued liabilities and accrued litigation expense. Net cash
flows used in operating activities for the six months ended June 30, 2017 was $1,743,953, which was attributable to a net loss of
$3,324,917, depreciation expense of $57,867, amortization of debt discount and debt issuance cost of $544,602, stock-based compensation
expense of $56,108, and net increase of $922,387 in operating assets and liabilities primarily due to the increase in accounts receivable,
factor receivables and inventory, and a corresponding increase in accounts payable and accrued interest.

Net cash flows used in operating activities for the year ended December 31, 2017 was $1,429,468, attributable to net loss of $5,941,457,
offset by depreciation expense of $119,627, amortization of original issuance of debt discount and debt issuance cost of $1,089,204, stock-
based compensation expense of $112,215, and net increase in operating assets of $326,576, and net increase in liabilities of $3,517,519.
The Company offered cash discounts to its customers and factors to accelerate payments of accounts receivable. In addition, the Company
negotiated extended payment terms with its suppliers, vendors and related parties to conserve its cash. Net cash flows used in operating
activities for the year ended December 31, 2016 was $4,185,487, attributable to net loss of $4,732,331, offset by depreciation expense of
$29,891, amortization of original issue discount and debt issuance cost of $289,367, stock compensation expense of $599,499, and net
increase in operating assets of $234,673 and net decrease in liabilities of $137,242. The Company offered cash discounts to its customers
and factors to accelerate their payments of accounts receivable. In addition, the Company negotiated extended payment terms with its
suppliers, vendors and related parties to conserve its cash.

Net cash used by investing activities for the six months ended June 30, 2018 and 2017 was $0 and $61,846, respectively. We purchased
property and equipment of $61,846 during the six months ended June 30, 2017.

Net cash used by investing activities for the year ended December 31, 2017 was $69,926, attributable to cash paid for purchase of property
and equipment. Net cash used by investing activities for the year ended December 31, 2016 was $353,083 attributable to cash paid for
purchase of property and equipment.

Net cash provided by financing activities for the six months ended June 30, 2018 was $1,337,197, primarily due to cash received from sale
of convertible preferred stock of $1,201,157, net of commissions, escrow fees, and legal and professional fees, cash proceeds of $100,000
from a note payable to a third party, net cash proceeds of $61,040 received from loans payable to factor offset by $25,000 in payment for
debt modification costs. Net cash used in financing activities for the six months ended June 30, 2017 was $480,115 due to cash proceeds
from advances from an insider of $400,000 and net cash proceeds of $80,115 from the factor.

Net cash provided by financing activities for the year ended December 31, 2017 was $209,812, primarily attributable to cash proceeds from
notes payable of $400,000, cash payment of debt issuance cost of $25,000, and cash payments from notes payable of $165,188. Net cash
provided by financing activities for the year ended December 31, 2016 was $5,872,500 primarily due to the cash proceeds from note
payable of $4,210,322 net of debt issuance costs, cash proceeds of $1,145,000 from the sale of preferred stock, and cash proceeds of
$376,661 from sale of common stock.

As a result of the activities described above, we recorded a net increase in cash of $7,347 for the six months ended June 30, 2018, and a net
decrease of cash of $1,325,684 for the six months ended June 30, 2017. In addition, we recorded a net decrease in cash of $1,289,582 for
the year ended December 31, 2017 and a net increase in cash of $1,333,930 for the year ended December 31, 2016.
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Recent Financings

January 2016 Financing

In January 2016, we conducted a private placement of our securities in which we sold units, with each such unit consisting of one half of a
share of common stock and one half of a redeemable Class A Warrant (the “Class A Warrant”) to purchase a share of our common stock for
an exercise price of $12.00 per share (the “January Units”) to certain accredited investors who were personally known to management of
the Company. We received $366,500 in gross proceeds from the sale of 122,167 of the January Units. Please see the section entitled
“Description of Our Securities” for information on the Class A Warrants.

October 2016 Financings

Sale of Debenture

We consummated a debt financing whereby, pursuant to a security purchase agreement, an investor purchased $5,000,000 in a senior
secured convertible debenture from us. We issued the debenture in the aggregate principal face amount of $5,700,000. The original
maturity date of the debenture was September 1, 2018. In addition to the original issue discount, the debenture carries an annual interest
rate of 8%, payable quarterly in arrears. Under the terms of the debenture, we also issued 84,375 shares of Class B Convertible Preferred
Stock to the investor. The debenture is secured by all of our assets. Effective August 31, 2017, the investor transferred a portion of the
convertible debenture to a third party. As a result of the transfer, the convertible debenture was bifurcated into two debentures in the
principal amounts of $3,784,230 and $1,915,770, respectively. All the terms and conditions of convertible debentures remain the same in
the two replacement debentures. We received cash proceeds of $4,210,322 net of commissions and due diligence fees, in the aggregate
amount of $789,678.

On January 16, 2018, the holders of the convertible debentures and the Company agreed to amend the terms of their securities purchase
agreement originally executed in October 2016. We agreed to issue and deliver to (i) Hillair Capital an amended and restated debenture in
the principal amount of $4,182,709 with an interest rate increased to 10% per annum and an additional 41,826 shares of Class B
Convertible Preferred Stock, and to (ii) HSPL Holdings, LLC an amended and restated debenture in the principal amount of $2,117,501
with an interest rate increased to 10% per annum and an additional 21,174 shares of Class B Convertible Preferred Stock. The amended
debentures are comprised of the original debentures principal balance and all accrued but unpaid interest as of the date of the amendment.
The original redemption dates have been removed under the amendment, with the entire principal and accrued interest balances being due
on September 1, 2018. On August 22, 2018, the holders of the convertible debentures originally issued in October 2016 and the Company
agreed to further extend the maturity date of those notes to September 30, 2018, in exchange for, in the aggregate, 7,500 shares of Class B
Convertible Preferred Stock.
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The aggregate amount of the debentures are convertible into the number of shares of our common stock (the “Conversion Shares”) equal to
(i) at the investor’s option, the quotient obtained by dividing $6,300,210, and any accrued interest thereon, by $10.00 (the “Standard
Conversion Price”) or (ii) upon the listing of our common stock on a national securities exchange through an initial public offering (a
“Public Offering”), 120% of the price at which our shares of common stock are offered in this prospectus (the “IPO Conversion Price” and,
together with the Standard Conversion Price, the “Conversion Price”). During any such time as the debenture is outstanding, if we issue or
grant any rights to our common stock or any type of security convertible into or exercisable or exchangeable for, our common stock,
including any re-pricing of any such shares, at a price below the then-applicable Conversion Price (the “Dilutive Offering”), subject to
certain exceptions, the Conversion Price under the debenture will be adjusted downward such that it will equal the sale price or conversion
price, as applicable, under the Dilutive Offering. Such price shall not be less than $2.00 per share. The shares of our common stock issuable
upon any conversion of the debenture (other than any such shares issued by us to the purchaser of the debenture in connection with
amortization payments) will be subject to a lock-up arrangement until 180 days following the date of the final prospectus relating to this
offering.

October 2016 Private Placement

On October 17, 2016, the Company conducted a private placement in which the Company sold units to certain accredited investors, with
each such unit consisting of one half of a share of Class B Convertible Preferred Stock and one half of a Class B Warrant to purchase a
share of the Company’s common stock for an exercise price of $12.00 per share (the “October Units”). The Class B Convertible Preferred
Stock will vote together with the common stock and not as a separate class. Each Class B Convertible Preferred Stock shall have a number
of votes equal to the number of shares of common stock then issuable upon conversion of such Class B Convertible Preferred Stock. The
Class B Convertible Preferred Stock shall, with respect to rights on liquidation, winding up and dissolution, rank (i) senior to (A) all classes
of common stock, and (B) any other class or series of capital stock hereafter created that specifically subordinates such class or series to the
Class B Convertible Preferred Stock and (ii) pari passu with any other class or series of capital stock hereafter created that specifically
ranks such shares on parity with the Class B Convertible Preferred Stock. The Class B Convertible Preferred Stock are subject to
redemption in cash at the option of the holders at any time after the second anniversary of the initial closing, in an amount per share equal
to 120% of the greater of (a) the stated value and (b) the fair market value of such Class B Convertible Preferred Stock. As the Class B
Convertible Preferred Stock is not mandatorily redeemable it is to be classified in equity, but as the redemption is not solely in the control
of the Company it is classified outside of permanent equity in mezzanine equity

The Company sold 229,000 October Units for cash proceeds of $1,145,000. The Company paid commissions of $91,600 earned by the
placement agent, $130,000 in legal fees and $3,000 escrow fees, plus $400,000 in commissions the placement agent earned on the 2016
Convertible Debenture (Note 6 to financial statements included in this prospectus) and $120,000 in prepaid legal fees toward services
related to filing the registration statement. The Company recognized $196,758 in issuance costs to third parties, including 5,725 warrants
with a fair value of $20,490, issued to the placement agent. The Company estimated the fair value of the warrants using the Black Scholes
pricing model. The key valuation assumptions used consist, in part, of the price of the Company’s common stock of $3.58 at issuance date;
a risk-free interest rate of 1.26% and expected volatility of the Company’s common stock, of 335.98% (estimated based on the common
stock of comparable public entities). The placement agent received warrants to purchase up to 30,725 shares of our common stock at an
exercise price of $12.00 per share.

March 2018 Private Placement

On January 8, 2018, the Company conducted a private placement of its securities in which the Company offered to sell a minimum of
160,000 units and a maximum of 300,000 units to certain accredited investors, with each such unit consisting of (i) one half of a share of the
Company’s Class B Convertible Preferred Stock, par value of $0.0001 per share, and (ii) one half of a warrant to purchase one half share of
the Company’s common stock, par value $0.0001 per share. Each unit will be sold at a price of $5.00 per unit. Each warrant has an initial
exercise price of $12.00 per share, subject to adjustment, and is exercisable for a period of five years from the date of issuance. The
Company sold 162,000 units at a price of $5.00 per unit for gross proceeds of $810,000, and received on March 14, 2018, cash proceeds of
$613,200, net of commissions of $64,800 earned by the placement agent on capital raise, $128,000 in legal fees, and $4,000 in escrow fees.
Each of the units contained one half of a share of Class B Convertible Preferred Stock and one half of a Class B Warrant to purchase a share
of our common stock for an aggregate of 81,000 shares of Class B Convertible Preferred Stock and 81,000 Class B Warrants. The
placement agent received warrants to purchase up to 4,050 shares of our common stock at an exercise price of $12.00 per share.

May 2018 Private Placement

On May 2, 2018, the Company conducted a confidential private placement of its securities in which the Company offered to sell a
maximum 140,000 units to certain accredited investors, with each such unit consisting of (i) one half of a share of the Company’s Class B
Convertible Preferred Stock, par value of $0.0001 per share, and (ii) one half of a warrant to purchase one half of a share of the Company’s
common stock, par value $0.0001 per share. Each unit will be sold at a price of $5.00 per unit. Each warrant has an initial exercise price of
$12.00 per share, subject to adjustment, and is exercisable for a period of five years from the date of issuance. The Company sold all
140,000 units for gross proceeds of $700,000, and received cash proceeds of $587,957 on May 15, 2018, net of commissions and fees of
$74,574 earned by the placement agent on capital raise, $33,469 in legal fees, and $4,000 in escrow fees. The Company issued to the
underwriter 3,500 Placement Agent Warrants at their fair value of $12,527.

August 2018 Financing

Pursuant to the terms of August 2018 financing, the Company executed six (6) promissory notes, unsecured, with original issuance debt
discount of 15%, for a cumulative principal sum of $862,500 on September 4, 2018. The Company promised to pay the note holders the
principal sum of $862,500 on earlier of (i) the third trading day after the closing of the Company’s initial public offering, and (ii)
November 30, 2018 or such earlier date as these promissory notes are required or permitted to be repaid. On closing of this offering, on
September 5, 2018, the Company received cash proceeds of $652,579, net of commission and fees of $62,850 earned by the placement
agent on capital raise, $30,571 in legal fees, and $4,000 in escrow fees. In addition, the Company issued to the six note holders 18,750



shares of Class B Convertible Preferred Stock valued at $120,394, and 7,500 warrants to the placement agent, valued at their fair value of
$26,843.

Off Balance Sheet Arrangements
None.
Seasonality

Our business is a seasonal business. For the first calendar quarter, our business is fairly slow because we are not able to ship our products
from China due to the Chinese New Year holidays when the Chinese factories are closed for production. We make up the lost sales from
the first calendar quarter in the subsequent quarters.

Significant Accounting Policies
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America (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 financial statements and the reported amounts of revenues and expenses during the
reporting period. The Company regularly evaluates estimates and assumptions related to the valuation of accounts and factored receivables,
valuation of long-lived assets, stock-based compensation, fair value of equity related instruments, accrued liabilities, note payable and
deferred income tax asset valuation allowances. The Company bases its estimates and assumptions on current facts, historical experience
and various other factors that it believes to be reasonable under the circumstances, the results of which form the basis for making judgments
about the carrying values of assets and liabilities and the accrual of costs and expenses that are not readily apparent from other sources. The
actual results experienced by the Company may differ materially and adversely from the Company’s estimates. To the extent there are
material differences between the estimates and the actual results, future results of operations will be affected.

Accounts Receivable

Accounts receivable represent income earned from sale of tools and accessories for which our Company has not yet received payment.
Accounts receivable are recorded at the invoiced amount and stated at the amount management expects to collect from balances outstanding
at period-end. We estimate the allowance for doubtful accounts based on an analysis of specific accounts and an assessment of the
customer’s ability to pay.

We account for the transfer of our accounts receivable to a third party under a factoring type arrangement in accordance with ASC 860
“Transfers and Servicing”. ASC 860 requires that several conditions be met in order to present the transfer of accounts receivable as a sale.
Even though we have isolated the transferred (sold) assets and we have the legal right to transfer our assets (accounts receivable), we do not
meet the third test of effective control since our accounts receivable sales agreement with the third party factor requires us to be liable in
the event of default by one of our customers. Because we do not meet all three conditions, we do not qualify for sale treatment and our debt
incurred with respect to the sale of our accounts receivable is presented as a secured loan liability “Loan payable - third party” on our
balance sheet.
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Inventory
Inventory consists of finished goods, is valued at the lower of (i) the actual cost of its purchase or (ii) its current market value. Inventory
cost is determined on the first-in, first-out method (“FIFO”). The Company regularly reviews its inventory quantities on hand, and when

appropriate, records a provision for excess and slow-moving inventory.

Fair value of Financial Instruments and Fair Value Measurements

ASC 820, “Fair Value Measurements and Disclosures”, requires an entity to maximize the use of observable inputs and minimize the use
of unobservable inputs when measuring fair value. ASC 820 establishes a fair value hierarchy based on the level of independent, objective
evidence surrounding the inputs used to measure fair value. A financial instrument’s categorization within the fair value hierarchy is based
upon the lowest level of input that is significant to the fair value measurement. ASC 820 prioritizes the inputs into three levels that may be
used to measure fair value:

Level 1
Level 1 applies to assets or liabilities for which there are quoted prices in active markets for identical assets or liabilities.
Level 2

Level 2 applies to assets or liabilities for which there are inputs other than quoted prices that are observable for the asset or liability such as
quoted prices for similar assets or liabilities in active markets; quoted prices for identical assets or liabilities in markets with insufficient
volume or infrequent transactions (less active markets); or model-derived valuations in which significant inputs are observable or can be
derived principally from, or corroborated by, observable market data. If the asset or liability has a specified (contractual) term, the Level 2
input must be observable for substantially the full term of the asset or liability.

Level 3

Level 3 applies to assets or liabilities for which there are unobservable inputs to the valuation methodology that are significant to the
measurement of the fair value of the assets or liabilities.

Our financial instruments consist principally of cash and cash equivalents, accounts receivable, accounts payable, accrued liabilities,
customer deposits, loans payable, note payable and amounts due to related parties. Pursuant to ASC 820, “Fair Value Measurements and
Disclosures” and ASC 825, “Financial Instruments”, the fair value of our cash equivalents is determined based on “Level 1” inputs, which
consist of quoted prices in active markets for identical assets. We believe that the recorded values of all of the other financial instruments
approximate their current fair values because of their nature and respective maturity dates or durations.

Revenue Recognition

We recognize revenues when the product is delivered to the customer and the ownership is transferred. Our revenue recognition policy is
based on the revenue recognition criteria established under the SEC’s Staff Accounting Bulletin No. 104. The criteria and how the
Company satisfies each element is as follows: (1) persuasive evidence of an arrangement exists; (2) delivery has occurred per the terms of
the signed contract; (3) the price is fixed and determinable; and (4) collectability is reasonably assured. We recognize revenue net of
rebates and customer allowances, as appropriate.

Income Taxes

We account for income taxes using the asset and liability method in accordance with ASC 740, “Income Taxes”. The asset and liability
method provides that deferred tax assets and liabilities are recognized for the expected future tax consequences of temporary differences
between the financial reporting and tax basis of assets and liabilities, and for operating loss and tax credit carry forwards. Deferred tax
assets and liabilities are measured using the currently enacted tax rates and laws. We record a valuation allowance to reduce deferred tax
assets to the amount that is believed more likely than not to be realized.
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We follow the provisions of ASC 740, “ Income Taxes”. When tax returns are filed, it is highly certain that some positions taken would be
sustained upon examination by the taxing authorities, while others are subject to uncertainty about the merits of the position taken or the
amount of the position that would be ultimately sustained. In accordance with the guidance of ASC 740, the benefit of a tax position is
recognized in the financial statements in the period during which, based on all available evidence, management believes it is more likely
than not that the position will be sustained upon examination, including the resolution of appeals or litigation processes, if any. Tax
positions taken are not offset or aggregated with other positions. Tax positions that meet the more-likely-than-not recognition threshold are
measured as the largest amount of tax benefit that is more than 50 percent likely of being realized upon settlement with the applicable
taxing authority. The portion of the benefits associated with tax positions taken that exceeds the amount measured as described above
should be reflected as a liability for unrecognized tax benefits in the accompanying balance sheets along with any associated interest and
penalties that would be payable to the taxing authorities upon examination. Management makes estimates and judgments about our future
taxable income that are based on assumptions that are consistent with our plans and estimates. Should the actual amounts differ from our
estimates, the amount of our valuation allowance could be materially impacted. Any adjustment to the deferred tax asset valuation
allowance would be recorded in the income statement for the periods in which the adjustment is determined to be required. We do not
believe that we have taken any positions that would require the recording of any additional tax liability nor does it believe that there are any
unrealized tax benefits that would either increase or decrease within the next year.

Earnings (Loss) Per Share

We compute net earnings (loss) per share in accordance with ASC 260, “ Earnings per Share”. ASC 260 requires presentation of both basic
and diluted net earnings per share (“EPS”) on the face of the statement of operations. Basic EPS is computed by dividing earnings (loss)
available to common shareholders (numerator) by the weighted average number of shares outstanding (denominator) during the period.
Diluted EPS gives effect to all dilutive potential common shares outstanding during the period using the treasury stock method and
convertible preferred stock using the if-converted method. In computing diluted EPS, the average stock price for the period is used in
determining the number of shares assumed to be purchased from the exercise of stock options or warrants. Diluted EPS excludes all dilutive
potential shares if their effect is anti-dilutive.

Recent Accounting Pronouncements

As an emerging growth company, we have elected to use the extended transition period for complying with any new or revised financial
accounting standards pursuant to Section 13 (a) of the Securities and Exchange Act of 1934.

In July 2017, FASB issued ASU No. 2017-11, Earning Per Share (Topic 260), Distinguishing Liabilities from Equity (Topic 480) and
Derivatives and Hedging (Topic 815), which was issued in two parts, Part I, Accounting for Certain Financial Instruments with Down
Round Features and Part II, Replacement of the Indefinite Deferral for Mandatorily Redeemable Financial Instruments of Certain
Nonpublic Entities and Certain Mandatorily Redeemable Noncontrolling Interests with a Scope Exception. Part I of ASC No. 2017-11
addresses the classification analysis of certain equity-linked financial instruments (or embedded features) with down round features. When
determining whether certain financial instruments should be classified as liabilities or equity instruments, a down round feature no longer
precludes equity classification when assessing whether the instrument is indexed to an entity’s own stock. The amendments also clarify
existing disclosure requirements for equity-classified instruments. As a result, a freestanding equity-linked financial instrument (or
embedded conversion option) no longer would be accounted for as a derivative liability at fair value as a result of the existence of a down
round feature. For freestanding equity classified financial instruments, the amendments require entities that present earnings per share
(EPS) in accordance with Topic 260 to recognize the effect of the down round feature when it is triggered. That effect is treated as a
dividend and as a reduction of income available to common shareholders in basic EPS. The amendments in Part II of ASU 2017-11
recharacterize the indefinite deferral of certain provisions of Topic 480 that now are presented as pending content in the codification, to a
scope exception. Part I amendments do not have an accounting effect. The ASU 2017-11 is effective for annual and interim periods
beginning after December 15, 2018, with early adoption permitted. The Company has early adopted this standard as of January 1, 2016
with the only impact being that the convertible debentures and the warrants with down round provisions entered into in October 2016 were
treated as equity classification. (See Notes 6 and 9 within the Notes to the financial statements included in this prospectus). There were not
any embedded derivatives or equity linked financial instruments that had been previously recognized as a liability due to round down
features.

In June 2018, the FASB issued ASU 2018-07, Compensation — Stock Compensation (Topic 718), Improvements to Nonemployee Share-
Based Payment Accounting. This ASU is intended to simplify aspects of share-based compensation issued to non-employees by making the
guidance consistent with accounting for employee share-based compensation. This guidance is effective for non-public entities for fiscal
years beginning after December 15, 2019, including interim periods within that fiscal year. Early adoption is permitted. The Company is
currently in the process of evaluating the impact of this guidance on our condensed financial statements.

In August 2016, the FASB issued ASU 2016-15,  Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash
Payments” (“ASU 2016-15"). ASU 2016-15 will make eight targeted changes to how cash receipts and cash payments are presented and
classified in the statement of cash flows. ASU 2016-15 is effective for fiscal years beginning after December 15, 2017. The new standard
will require adoption on a retrospective basis unless it is impracticable to apply, in which case it would be required to apply the
amendments prospectively as of the earliest date practicable. The Company has not adapted this ASU codification and it does not anticipate
that the adoption of this guidance will have any material effect on its financial statements.

In March 2016, the FASB issued ASU 2016-09, “Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment
Accounting.” The objective of this update is to simplify several aspects of the accounting for employee share-based payment transactions,
including the income tax consequences, classification of awards as either equity or liabilities, and classification on the statement of cash
flows. This ASU is effective for fiscal years beginning after December 15, 2016, including interim periods within those fiscal years. The
Company adopted this guidance as of January 1, 2017, and it did not have any material effect on its financial statements.
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In February 2016, the FASB issued ASU 2016-02, “ Leases (Topic 842).” The objective of this update is to increase transparency and
comparability among organizations by recognizing lease assets and lease liabilities on the balance sheet and disclosing key information
about leasing arrangements. This ASU is effective for fiscal years beginning after December 15, 2018, including interim periods within
those annual periods and is to be applied utilizing a modified retrospective approach. The Company is currently evaluating this guidance to
determine the impact it may have on its financial statements.

In January 2016, the FASB issued ASU 2016-01, ““ Financial Instruments - Overall (Subtopic 825-10): Recognition and Measurement of
Financial Assets and Financial Liabilities.” The main objective of this update is to enhance the reporting model for financial instruments to
provide users of financial statements with more decision-useful information. The new guidance addresses certain aspects of recognition,
measurement, presentation, and disclosure of financial instruments. This ASU is effective for fiscal years beginning after December 15,

2017, including interim periods within those fiscal years. The Company has not adapted this ASU codification and it does not anticipate

that the adoption of this guidance will have any material effect on its financial statements.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers: Topic 606 and issued subsequent amendments to
the initial guidance in August 2015, March 2016, April 2016 and May 2016 within ASU 2015-14, ASU 2016-08, ASU 2016-10 and ASU
2016-12, respectively (ASU 2014-09, ASU 2015-14, ASU 2016-08, ASU 2016-10 and ASU 2016-12 collectively, Topic 606). Topic 606
supersedes nearly all existing revenue recognition guidance under GAAP. The core principle of Topic 606 is to recognize revenues when
promised goods or services are transferred to customers in an amount that reflects the consideration that is expected to be received for those
goods or services. Topic 606 defines a five-step process to achieve this core principle and, in doing so, it is possible more judgment and
estimates may be required within the revenue recognition process than are required under existing GAAP, including identifying
performance obligations in the contract, estimating the amount of variable consideration to include in the transaction price and allocating
the transaction price to each separate performance obligation, among others. Topic 606 also provides guidance on the recognition of costs
related to obtaining customer contracts. The revenue recognition standard affects all entities—public, private, and not-for-profit—that have
contracts with customers with certain exceptions. The new revenue recognition standard eliminates the transaction- and industry-specific
revenue recognition guidance under current GAAP and replaces it with a principle-based approach for determining revenue recognition.
The guidance was originally effective for annual reporting periods of public entities beginning on or after December 15, 2016, including
interim periods within that reporting period. For all other entities, the amendments in the new guidance were originally effective for annual
reporting periods beginning after December 15, 2017, and interim periods within annual periods beginning after December 15, 2018. To
allow entities additional time to implement systems, gather data and resolve implementation questions, the FASB issued ASU No. 2015-14,
Revenue from Contracts with Customers — Deferral of the Effective Date, in August 2015, to defer the effective date of ASU No. 2014-09
for one year. Public business entities, certain not-for-profit entities, and certain employee benefit plans will apply the guidance in FASB
ASU No. 2014-09 to annual reporting periods beginning after December 15, 2017, including interim reporting periods within that reporting
period. Earlier application will be permitted only as of annual reporting periods beginning after December 15, 2016, including interim
reporting periods within that reporting period. All other entities will apply the guidance in FASB ASU No. 2014-09 to annual reporting
periods beginning after December 15, 2018, and interim reporting periods within annual reporting periods beginning after December 15,
2019. Application will be permitted earlier only as of an annual reporting period beginning after December 15, 2016, including interim
reporting periods within that reporting period, or an annual reporting period beginning after December 15, 2016, and interim reporting
periods within annual reporting periods beginning one year after the annual reporting period in which an entity first applies the guidance in
ASU No. 2014-09. The Company is continuing to evaluate the impact to its revenues related to the pending adoption of Topic 606 and their
preliminary assessments are subject to change. The Company is also continuing to evaluate the impact adoption of Topic 606 will have on
its recognition of costs related to obtaining customer contracts.

In 2015, the FASB issued ASU No. 2015-17, “ Income Taxes” (Topic 740): Balance Sheet Classification of Deferred Taxes, which requires
all deferred tax assets and liabilities to be classified as noncurrent in a classified balance sheet. Current GAAP requires an entity to separate
deferred tax assets and liabilities into current and noncurrent amounts in a classified balance sheet. For public entities, ASU 2015-17 is
effective for financial statements issued for annual periods beginning after December 15, 2016, and interim periods within those annual
periods. For all other entities, ASU 2015-17 is effective for annual reporting periods beginning after December 15, 2017, and interim
periods within annual periods beginning after December 15, 2018, and may be applied either prospectively or retrospectively, with early
application permitted for financial statements that have not been previously issued. The adoption of this standard did not have a material
impact on the Company’s financial position and results of operations.
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Related Party Transactions

Michael Panosian, our Chief Executive Officer, made cash advances of $12,500 to us for our working capital requirements during 2014.
Advances made by Mr. Panosian amounted to $12,500 at December 31, 2015 and 2014, respectively. Amounts due to Mr. Panosian are
unsecured, non-interest bearing and due on demand without specific repayment terms. The advance of $12,500 due to Mr. Panosian was
paid as of March 8, 2016.

On April 26, 2016, September 1, 2016 and October 5, 2016, Mr. Ohri loaned us an aggregate of $130,000. The terms of the loan required
that it must be repaid on or before December 31, 2016, with interest at 10% per annum payable monthly. The loan including the accrued
interest was paid in full on October 18, 2016. In May 2017, we executed three unsecured promissory notes with Mr. Ohri totaling
$400,000, bearing an interest rate of 10% per annum, due on demand or before June 1, 2018. On June 1, 2018, the maturity date on these
promissory notes was extended to September 1, 2018. On August 30, 2018, the maturity date was further extended to September 30, 2018.

On May 10, 2016, Mr. Khachatoorian loaned us an aggregate of $170,000. The terms of the loan required that it must be repaid on or
before December 31, 2016, with interest at 10% per annum payable monthly. The loan including accrued interest was paid in full on
October 18, 2016.

Financial Instruments
Fair Value

Our financial instruments consist of cash, accounts receivable, bank overdraft accounts payable and accrued liabilities, and notes payable.
There are no significant differences between the carrying amounts of the items reported on the statements of financial position and their
estimated fair values. Our risk exposures and their impact on our financial instruments are summarized below.

Credit Risk

We are exposed to credit risk on the accounts receivable from customers. In order to reduce our credit risk, we have adopted credit policies
which include the regular review of outstanding accounts receivable. We do not have significant exposure to any individual clients or
counterparty. At June 30, 2018, December 31, 2017 and 2016, management considered our credit risk in relation to such financial assets to
be low and accordingly no allowance for loss has been recorded. Generally, the carrying amount on the statements of financial position of
our financial assets exposed to credit risk, net of any applicable provisions for losses, represents the maximum amount exposed to credit
risk.

Liquidity Risk

We are exposed to liquidity risk. Liquidity risk is the exposure of our Company to the risk of not being able to meet our financial
obligations as they fall due. Our approach to managing liquidity risk is to ensure that we will have sufficient liquidity to meet liabilities
when due. Our future liquidity is dependent on factors such as the ability to generate cash from operations and to raise money through debt
or equity financing.

Foreign Currency Risk

Foreign exchange risk arises from the changes in foreign exchange rates that may affect the fair value or future cash flows of our financial
assets or liabilities.

-35-




BUSINESS
Overview

We were formed to design, manufacture and distribute innovative tools and accessories to the building industry. We market and distribute
various home improvement and construction product lines for both DIY and professional markets under TOUGHBUILT® brand name,
within the global multibillion dollar per year tool market industry. All of our products are designed by our in house design team. Since
launching product sales in 2013, we have experienced significant annual sales growth from approximately $1,000,000 in 2013 to over
$14,000,000 in 2017 and a 2018 current runrate of $20,000,000.

Since August 2013, pursuant to a Service Agreement, we have been collaborating with Belegal, whose team of experts has provided
ToughBuilt additional engineering, sourcing services and quality control support for our operations in China. Belegal assists us with
supply-chain (process and operations in China) for our operations in China, among other things, facilitating the transmission of our
purchase orders to our suppliers in China, conducting “in-process” quality checking and inspection, and shipping end-products
manufactured in China to their final destinations. Either party, upon notice may terminate the Service Agreement. In accordance with the
agreement, we pay all of the monthly costs for payroll, overhead and other operation expenses associated with the Chinese company’s
activities on behalf of ToughBuilt. Our business is based on development of innovative and state of the art products, primarily in tools and
hardware category, with particular focus on building and construction industry with the ultimate goal of making life easier and more
productive for the contractors and workers alike.

Our current product line includes three major categories related to this field, with several additional categories in various stages of
development, consisting of Soft Goods & Kneepads and Sawhorses & Work Products.

ToughBuilt designs and manages its product life cycles through a controlled and structured process. We involve customers and industry
experts from our target markets in the definition and refinement of our product development. Product development emphasis is placed on
meeting industry standards and product specifications, ease of integration, ease of use, cost reduction, design-for manufacturability, quality
and reliability.

Our mission consists, in part, of providing products to the building and home improvement communities that are innovative, of superior
quality derived in part from enlightened creativity for our end users while enhancing performance, improving well-being and building high
brand loyalty.

Recent Business Developments

The following highlights recent developments in our business over the past three years:

e In 2015, we entered into contractual agreements with 11 additional distributors and retailers.
In 2016, we entered into contractual agreements with an additional 15 distributors and retailers, and our sales increased from

¢ $8,930,178 to $9,216,863 in 2016.
R In 2017, we entered into contractual agreements with additional 6 distributors and retailers in 2017 and our sales increased from
$9,216,863 in 2016 to $14,201,836.
N In March 2017, we leased a 9,000 square feet office facility in Lake Forest, California to be our corporate office and office for
sales, research and development and administration.
Products

We create innovative products that help you build faster, build stronger and work smarter. We do this as we listen, we research how
professionals work, then create tools that help them save time, save hassle and save money.

TOUGHBUILT® manufactures and distributes an array of high quality and rugged tool belts, tool bags and other personal tool organizer
products. We also manufacture and distribute a complete line of knee pads for various construction applications. Our line of job-site tools
and material support products consist of a full line of miter-saw and table saw stands and saw horses/job site tables and roller stands. All of
our products are designed and engineered in the United States and manufactured in China under our quality control supervision. We do not
need government approval for any of our products.

Our soft sided tool storage line is designed for wide range of do-it-yourself and professional needs. This line of pouches and tool and
accessories bags are designed to organize your tools faster and easier. Interchangeable pouches clip on and off any belt, bag ladder wall or
vehicle. Our products let you carry what you want when you want it.

ToughBuilt’s wide mouth tool carry-all bags come in sizes from 12” to 30”. They all have steel reinforced handles and padded shoulder
straps which allow for massive loads to be carried with ease. Rigid plastic hard-body lining protects everything inside. Double mesh
pockets included inside provide complete visibility for stored items. They include a lockable zipper for added security and safety and
secondary side handles for when it takes more than one to carry the load.
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All of these products have innovative designs with unique features that provide extra functionality and enhanced user experience. Patented
features such as our exclusive “Cliptech” mechanism incorporated in some of the products in this line are unique in these products for the
industry and have distinguished the line from other similarly situated products thus we believe, increasing appeal amongst the other
products of this category in the professional community and among the enthusiasts.

Soft Goods

The flagship of the product line is the Soft Goods line that consists of over 100 variations of tool pouches, tool rigs, tool belts &
accessories, tools bags, totes, variety of storage solutions, and office organizers/bags for laptop/tablet/cellphones, etc. Management believes
that the breath of the line is one of the deepest in the industry and has specialized designs to suit professionals from all sectors of the
industry including plumbers, electricians, framers, builders and more.

We have a selection of over 10 models of kneepads, some with revolutionary and patented design features that allow the users to
interchange components to suit particular conditions of use. Management believes that these kneepads are among the best performing
kneepads in the industry. Our “all terrain” knee pad protection with snapshell technology is part of our interchangeable kneepad system
which helps to customize the jobsite needs. They are made with superior quality using multilevel layered construction, heavy duty webbing
and abrasion-resistant PVC rubber.

Sawhorses & Work Products

The second major category consists of Sawhorses and Work Support products with their unique designs and robust construction targeted for
the most discerning users in the industry. The innovative designs and construction of the more than 15 products in this category have led to
the sawhorses becoming the best sellers of category everywhere they are sold. The newest additions in this category include several stands
and work support products that are quickly gaining recognition in the industry and are expected to position themselves in the top tier
products in a short time. Our sawhorse line, miter saw, table saw & roller stands are built to very high standards. Our sawhorse/jobsite table
is fast to set up, holds 2,400 pounds, has adjustable heights, is made of all metal construction and has a compact design. These lines of
products are slowly becoming the standard in the construction industry.

All of our products are designed in house with unending innovation and the highest standards to achieve features and benefits for not only
the professional construction worker but for the do-it-yourself person.

Research and development expenses for the years ended December 31, 2017 and 2016 were $1,675,093 and $1,247,449, respectively, and
for the six months ended June 30, 2018 and 2017 were $855,424 and $1,187,317, respectively.

Business Strategy

Our product strategy is to develop product lines in a number of categories rather than focus on a single line of goods. This approach allows
for rapid growth, wider brand recognition, and may ultimately result in increased sales and profits within an accelerated time period. We
believe that building brand awareness of our current ToughBuilt lines of products will expand our share of the pertinent markets. Our
business strategy includes the following key elements:

A commitment to technological innovation achieved through consumer insight, creativity and speed to market;
A broad selection of products in both brand and private label,

Prompt response;

Superior customer service; and

Value pricing

We will continue to consider other market opportunities while focusing on our customers’ specific requirements to increase sales.
Market

According to “Statista & Statistic Brain” the annual revenue in the construction industry was $1.731 trillion for 2016. There was
approximately $373.6 billion in home improvement sales in the U.S. in 2017 (https://www.statista.com/statistics/239753/total-sales-of-
home-improvement-retailers-in-the-us/). The heavy and civil engineering industry is over $260 Billion with tools and hardware alone
totaling over $60 Billion for that same time period. In 2016, there were approximately 729,000 construction companies in the United States
employing more than 7.3 million employees. In addition to the construction market, our products are marketed to the “do it yourself” and
home improvement market place. The home improvement industry has fared much better in the aftermath of the Great Recession then the
housing market. The U.S. housing stock of more than 130 million homes requires regular investment merely to offset normal depreciation.
And many households that might have traded up to more desirable homes during the downturn decided instead to make improvements to
their current homes. Meanwhile, federal and state stimulus programs encouraged homeowners and rental property owners to invest in
energy-efficient upgrades that they might otherwise have deferred. Finally, many rental property owners, responding to a surge in demand
from households either facing foreclosure or nervous about buying amid the housing market uncertainty, reinvested in their units.

-37-




As a result, improvement and repair spending held up well compared to residential construction spending. According to “Expected 5.3%
Growth in Home Improvement Products Market in 2018”, on www.hiri.org, the HIRI/IHS Markit forecast expects 5.3% growth in the
home improvement products market in 2018 to $387 billion in total sales. ToughBuilt’s products are designed to be suited for both the
construction and home improvement markets.

TOUGHBUILT® products are available worldwide in many major retailers ranging from home improvement and construction products and
services stores to major online outlets. Currently, we have strong placement in Home Depot, Menards, OSH, B&Q (UK), Bunning’s
(Australia), Princess Auto (Canada), as well as seeking to grow our sales in global markets such as Western and Central Europe, Russia &
Eastern Europe, South America and the Middle East.

Retailers by region include:

United States: Home Depot, Menards, Orchard Supply Hardware, GM products, Fire Safety, Hartville Hardware, ORR, Pooley, YOW,
Wesco, Buzzi, and Western Pacific Building Materials.

Canada: Princess Auto

United Kingdom: Bryan Hyde Ltd. (selling throughout England, B&Q and online selling for Europe).

France: Birck

Australia: Bunnings, Sydney tools

New Zealand: Miter 10

Russia: LIT Trading

South Korea: Dong Shin Toolpia Co., Ltd.

Japan: Knicks

We are also seeking to expand into markets in Mexico, South and Central America, the Middle East, the UAE and South Africa.

We are currently in line reviews and discussions with Lowe’s, Home Depot Canada, Do It Best, True Value, and other major retailers
around the world. A line review requires the supplier to submit a comprehensive proposal which includes product offerings, prices,
competitive market studies and relevant industry trends and other information. Management anticipates, within the near term, adding to its
customer base up to three major retailers, along with several distributors and private retailers within six sectors and among 56 targeted
countries.

Innovation and Brand Strength

Management believes that the robust capabilities at ToughBuilt eclipse those of most competitors as not every distributor or factory has the
ability to quickly identify industry and end user opportunities and execute quickly to deliver winning product lines consistently. Also, in our
view most distributors and factories do not have a recognizable and reputable brand or the proven ability to reach major retailers globally to
position their products and brands. We believe that we are able to take a design from concept to market within a very short period of time.
Product & Services Diversification

TOUGHBUILT® is a singular brand with a driven team that is poised to scale into a highly recognized global entity. We aim to grow
ToughBuilt with several significant subsidiaries in the next few years to become the hub/platform for professionals, DIY’s (Do It
Yourselfers) and passionate builders everywhere. Management anticipates that future subsidiaries will focus on licensing, gear, mobile,
equipment rentals and maintenance services.

New Products

Tools

In 2018, we have ordered and launched new line of gloves & 28 SKU’s of tool belt and pouches. We will also launch the following tools in
the second quarter of 2019:
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e (Clamp line

e Hammer line

e Pliers line

e Screwdriver line

e Tape measure line

e  Utility knife Line
Mobile Device Products

Since 2013, we have been planning, designing, engineering and sourcing the development of an exciting new line of ToughBuilt mobile
devices and accessories to be used in the construction industry and by building enthusiasts. We are planning to have our mobile device
products ready to market by mid 2019, at which time we intend to commence marketing and selling our mobile device products to our
current global customer base. We believe that the increasing numbers of companies in the construction industry are requiring their
employees to utilize mobile devices not just to communicate with others but to utilize the special apps that will allow the construction
worker to do their job better and more efficiently. All of our mobile devices are designed and built in accordance with IP-68 and Military
Standards level of durability and with the cooperation of Foxconn Manufacturing.

Our ruggedized Mobile line of products was created to place customized technology and wide varieties of data in the palm of the building
professionals and enthusiasts such as contractors, subcontractors, foreman, general laborers etc. The devices, accessories and custom apps
allow the users to plan with confidence, organize faster, find labor and products faster, estimate accurately, purchase wisely, protect
themselves, workers and their business, create and track invoicing faster and easier.

In the second quarter of 2019, we intend to launch our T.55 rugged mobile phone and earbud headphone, as well as a “T-Dock”, attachable
battery, tri lens camera and tough Shield cover and accessories. In the third quarter of 2019, we will launch the following accessories: car
charger, QI charger, car mounts and earbud pack, and we will look at sales in the following industries: construction, industrial, military and
law enforcement and “.coms”.

In the third quarter of 2019, we intend to launch the following applications for our mobile phones:

National building codes
Inspection booking

Labor ready

Estimating apps & programs
Structural engineers
Architects

Building plans

Workers comp

9. Equipment insurance

10. Project insurance & bonds
11. Vehicle insurance

12. Liability insurance

13. Umbrella insurance

14. Collection agencies

15. Construction loans

16. Small business loans

17. Job listings

18. Tool exchange

PNAIN BN =

Agreement with Foxconn

On October 18, 2016, we entered into a Project Statement of Work Agreement (“SOW”) with Hon Hai Precision Ind. Co., Ltd., a
corporation organized under the law of Taiwan (referred to as “Foxconn”) to design, manufacture and supply to us a certain rugged mobile
telephone (the “Product”). The Company will pay to Foxconn all fees and costs required to develop the Product. The Product will be
developed by Foxconn to our specifications. We will submit to Foxconn written specifications, features and concepts required to be
included in the Product. The specifications are subject to review and update by the parties and upon written approval by the parties such
new or revised specifications will become part of the SOW. The SOW also provides dates for completion of deliverables, such as
prototypes, “Beta” testing of the Product, sample assembly of the prototype and commencement of mass production of the Product. We
may terminate the SOW at any time, in which case we must pay the costs for those portions of the development work completed by
Foxconn up to the date of termination. The SOW is governed, construed and enforced in accordance with the laws of the State of
California. The SOW is attached hereto as Exhibit 10.7 and is incorporated by reference herein. We have sought confidential treatment for
certain terms and conditions of the SOW.
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Mobile Device Market

Based upon an annual white paper published by the Mobile and Wireless Practice of Venture Development Corporation, we believe that an
increasing number of companies are requiring their employees to transact business in the field and/or other non-traditional office
environments. Because of this and other factors, the construction industry is accelerating its acceptance of wireless technology. We further
believe that the construction industry, like other industries, will be leveraging mobile and wireless solutions to address the need for greater
collaboration among a highly mobile and distributed workforce.

We believe that mobility is one of the top technology trends that construction companies are focusing on in 2018 and beyond. Mobile
technology continues to have a significant impact on business, specifically with regard to business communication as this technology
enhances the ability for colleagues at different locations to easily communicate, enhances customer experience through the improvement of
applications and websites available to consumers to do business through their devices “at their fingertips”, and optimizes business
operations as there is instant access to business functions at any time and from any location. (“Impact of Mobile Technology in Business
Communication, by John Smith, dated November 19, 2016 (https://www.business2community.com/tech-gadgets/impact-mobile-

technology-business-communication-01704702).

While the construction industry has widely adopted solutions such as push to talk (PTT) telephony applications, the use of mobile and
wireless data applications has been limited. IT solutions in general and mobile and wireless solutions specifically have been adopted at
varying degrees within organizations and to support the various phases of construction projects. Currently the business planning,
engineering and procurement operations have more effectively deployed IT solutions while actual construction operations have fallen
behind in IT infrastructure and field automation solutions. The construction and engineering workforce is inherently mobile. However,
construction sites have never effectively leveraged (wireless) communications networks to connect these distributed and often remote
workers and their assets. Nevertheless, construction project managers require real time access to a variety of information, including real
time tool inventory management, raw materials deliveries, job costing, time stamping and general project management information. The
challenge, however, is the lack of network access on construction sites resulting in an information bottleneck on the job site. Buoyed by
advances in wireless technologies — including coverage, performance, security and cost of ownership — we believe this is becoming an issue
of the past for construction operations.

Mobile Apps

We intend to include apps on our mobile devices and are developing, with a third party applications developer, apps which will include,
among other things, building codes, permitting, estimating and job listings. The purposes of the apps that are being developed include:

To reduce construction delays. Gathering real-time information at the job site about issues such as trades and contractors present at
e the site, construction progress, or incidents, can reduce overall project delays. This critical information helps to bring issues to light
that might put projects on hold, and keep construction on schedule.

To improve communication with owners and project stakeholders. Completing daily reports at the job site on mobile devices and
e sending automated emails can tighten the communication loop with project stakeholders. When all parties involved in the project
have access to the same information at the same time, errors are reduced and issues requiring attention can be addressed faster.

To increase back-office efficiency. By eliminating the use of paper and spreadsheets, construction companies can save hundreds of
e hours spent on data entry, collating information for reporting, or looking for paperwork that has been lost or filed away. Increasing
back-office efficiency allows projects to be run leaner and to be completed on time and on budget.

To improve accountability of field staff. Staff travel times, GPS locations and time spent on-site can all be consistently monitored
e with mobile apps. This improves accountability and reduces labor costs. Costs can be also reduced with mobile timesheets that
record clock-in/clock-out time to the minute.

To improve accuracy of project documentation. Using mobile apps to capture information at the job site improves accuracy and
reduces issues that arise from illegible handwriting, inconsistent data, and information gaps. Photos, GPS, time stamps and
signatures captured on-site provide an accurate and indisputable audit trail for the project, delivering accountability to clients or
evidence in legal disputes.

To improve equipment management. Construction companies that use a database-driven mobile solution can maximize the use of
e cquipment through better management and tracking. Real-time information about maintenance schedules, availability, and

equipment locations helps to improve inventory planning and use.

To utilize real-time mobile access to plans and bylaws. With apps that provide two-way access to information, construction
e companies can file electronic versions of drawings, plans or bylaws for quick offline access by teams in the field. This improves

productivity and reduces the need for re-work.

Sales Strategy

The devices, accessories and bolt on digital tools will be sold through relevant home improvement big box stores, direct marketing to
thousands of construction companies, direct marketing to thousands of trade/ wholesale outlets and to professional outlets.
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Intellectual Property

We hold several patents and trademarks of various durations and believe that we hold or license all of the patent, trademark and other
intellectual property rights necessary to conduct our business We utilize trademarks on nearly all of our products and believe having
distinctive marks that are readily identifiable is an important factor in creating a market for our goods, in identifying our brands and our

Company, and in distinguishing our goods from the goods of others. We consider our ToughBuilt ® Cliptech®, and Fearless® trademarks
to be among our most valuable intangible assets. Trademarks registered both in and outside the U.S. are generally valid for ten years,
depending on the jurisdiction, and are generally subject to an indefinite number of renewals for a like period on appropriate application.
We also rely on trade secret protection for our confidential and proprietary information relating to our design and processes for our
products. We have entered into and will continue to enter into confidentiality, non-competition and proprietary rights assignment
agreements with our employees and independent contractors. We have entered into and will continue to enter into confidentiality
agreements with our suppliers.
Competition
The tool equipment and accessories industry is highly competitive on a worldwide basis. We compete with a significant number of other
tool equipment and accessories manufacturers and suppliers to the construction, home improvement and Do-It-Yourself industry, many of
which have the following:

e Significantly greater financial resources than we have;

e  More comprehensive product lines;

e Longer-standing relationships with suppliers, manufacturers, and retailers;

e Broader distribution capabilities;

e Stronger brand recognition and loyalty; and

e The ability to invest substantially more in product advertising and sales.
Our competitors’ greater capabilities in the above areas enable them to better differentiate their products from ours, gain stronger brand
loyalty, withstand periodic downturns in the construction and home improvement equipment and product industries, compete effectively on
the basis of price and production, and more quickly develop new products. These competitors include DeWalt, Caterpillar and Samsung
Active.
Employees
As of the date of this prospectus, we have 13 full-time employees and 7 independent contractors and consultants. We also engage
consultants on an as-needed basis to supplement existing staff. All of our employees, consultants and contractors that are involved with
sensitive and/or proprietary information have signed non-disclosure agreements.
Description of Property
We currently lease office space at 25371 Commercentre Drive, Suite 200, Lake Forest, CA 92630 as our principal offices. We believe
these facilities are in good condition and satisfy our operational requirements. We intend to seek additional leased space, which will include

some warehouse facilities, as our business efforts increase.

_41 -




On August 16, 2016, Edwin Minassian filed a complaint against the Company and Michael Panosian, our CEO, in the Superior Court of
California, County of Los Angeles. The complaint alleges breach of oral contracts to pay Mr. Minassian for consulting and finder’s fees,
and to hire him as an employee. The complaint further alleges, among other things, fraud and misrepresentation relating to the alleged
tender of $100,000 to the Company in exchange for “a 2% stake in ToughBuilt” of which only $20,000 was delivered. The complaint seeks
unspecified monetary damages, declaratory relief concerning the plaintiff’s contention that he has an unresolved 9% ownership stake in
ToughBuilt and other relief according to proof.

On April 12, 2018, the Court entered judgments against the Company and Mr. Panosian in the amounts of $7,080 and $235,542, plus
awarding Mr. Minassian a 7% ownership interest in the Company (the “Judgments”). Mr. Minassian served notice of entry of the
judgments on April 17, 2018 and the Company and Mr. Panosian received notice of the entry of the default judgments on April 19, 2018.

On April 25, 2018, the Company and Mr. Panosian filed a motion to have the April 12, 2018 default judgment on Plaintiff’s Complaint, the

February 13, 2018 defaults, and April 14, 2017 Order for terminating sanctions striking Defendants’ Answer set aside on the basis of their
former attorney’s declaration that his negligence resulted in the default judgment, default, and terminating sanctions being entered against
the Company and Mr. Panosian. The motion was denied on August 29, 2018 as a result of court hearing on August 3, 2018. Although the

Company and Mr. Panosian are still considering whether to appeal the Judgments, on September 13, 2018, the Company and Mr. Panosian
has satisfied the Judgments by payment of $252,924.69 (which includes $10,303.48 post judgment interest) to Mr. Minassian and by issuing
him shares reflecting a 7% ownership stake in the Company from management-owned shares.

As of June 30, 2018, the Company was delinquent in its federal and state payroll tax payments in the aggregate amount of approximately
$727,000. The Company is current with its payroll tax obligations for the payroll periods starting July 1, 2018 and has remitted $145,493 to
the tax authorities for its current and past due payroll tax obligations since July 1, 2018. The Company is currently negotiating a payment
plan with the tax authorities to remit the remaining balance of payroll taxes of $667,378 as of September 14, 2018 and intends to satisfy all
obligations in full after consummation of this initial public offering, if possible, from its working capital. If we are not successful in
reaching agreement with the Internal Revenue Service and/or any state taxing authorities on a payment plan, we risk legal action from those
authorities from which we do not either have a plan or are able to make payment in full, and defense and costs of such actions could
decrease our working capital available for operations.
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MANAGEMENT
Directors and Executive Officers

The names, positions and ages of our directors and executive officers as of the date of this prospectus are as follows:

Name Age Position

Michael Panosian 56  President, CEO & Director

Joshua Keeler 40  Vice-President - Research & Development

Zareh Khachatoorian 60 COO, Secretary & Director (resigning as Director effective as of the date of our initial listing on
NASDAQ)

Manu Ohri 62  Chief Financial Officer & Director

Directors serve until the next annual meeting and until their successors are elected and qualified. Officers are appointed to serve for one
year until the meeting of the Board of Directors following the annual meeting of shareholders and until their successors have been elected
and qualified.

Michael Panosian, Co-Founder, President, CEO and Director

Mr. Panosian co-founded our Company in 2012 and has been our CEO, President and director since inception. In 2008, Mr. Panosian co-
founded Pandun, Inc., a manufacturer and distributor of tools and tool accessories in Asia, and served as its CEO until 2012. Mr. Panosian
has over 16 years of extensive experience in innovation, design direction, product development, brand management, marketing,
merchandising, sales, supply chain and commercialization experience in the hardware industry. He has launched several product projects
spanning several fields. Mr. Panosian has deep knowledge of doing business in China where he managed a team of over 350 engineers,
industrial designers and marketing professionals while stationed in Suzhou with his team for 4 years. Mr. Panosian is a graduate of Northrop
University in Aerospace engineering with numerous specializations; he holds numerous patents and trademarks that are shared with some of
his colleagues at our Company and other development teams.

Joshua Keeler, Co-Founder and Vice-President Research & Development

As the Vice-President Research & Development at our Company, Mr. Keeler is responsible for all product development. Mr. Keeler co-

founded our Company in 2012 and works directly with Mr. Panosian in bringing innovative ideas to market. Mr. Keeler is a graduate of Art

Center College of Design with a BS in Industrial Design. Mr. Keeler has over 12 years of product development experience, working on
projects spanning several fields, including: automotive, personal electronics, sporting goods and a wide expanse of tools. From 1999 to
2000 he was co-owner and vice-president of Oracle Industrial Design, Co., a private company specializing in industrial design and product
development. From August 2000 to April 2004, Mr. Keeler worked for Positec Power Tool Co., a private company in Suzhou, China,

designing and creating a large innovation library of numerous power tool concepts. From August 2005 to April 2008, Mr. Keeler was the

chief designer for Harbinger International, Inc. From August 2008 to April 2012, he was chief designer for Pandun Inc, specializing in
innovative tools and supporting products. He has lived in China and has extensive experience working directly with manufacturers to get
designs into production.
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Zareh Khachatoorian, Chief Operating Officer, Secretary and Director

Mr. Khachatoorian has over 30 years of experience in the realms of corporate purchasing, product development, merchandising and
operations. Prior to joining ToughBuilt in January 2016, Mr. Khachatoorian was the President of Mount Holyoke Inc. in Northridge
California, starting in May 2014. Mr. Khachatoorian led Mount Holyoke Inc. in the servicing of its entire import and distribution
operations. From August 2008 to April 2014, Mr. Khachatoorian served as the Vice President of Operations at Allied International
(“Allied”) in Sylmar, California. At Allied, Mr. Khachatoorian was responsible for the management of overseas and domestic office
employees and departments involved in the areas of procurement and purchasing, inventory management, product development,
engineering, control and quality assurance, and other related areas. Mr. Khachatoorian holds a Bachelor of Science degree in Industrial
Systems Engineering from the University of Southern California. Additionally, Mr. Khachatoorian has been credited as the inventor or co-
inventor of more than twenty issued patents, as well as several pending patents with the United States Patent and Trademark Office
(USPTO). Mr. Khachatoorian is fluent in Armenian and Farsi.

Effective as of the date of our initial listing on NASDAQ, Mr. Khachatoorian will resign as a director but remain our Chief Operating
Officer and Secretary.

Manu Ohri, Chief Financial Officer and Director

Mr. Ohri has over 30 years of hands-on experience in financial management and business leadership and working with board of directors
and financial institutions. Mr. Ohri has assisted several public companies in the areas of compliance with US and international financial
accounting and reporting standards, investor relations, mergers and acquisitions, strategic planning, team-building and project management.
Since January 2017, Mr. Ohri has been our Chief Financial Officer and a member of our Board of Directors. From January 2010 to
December 2016, Mr. Ohri worked as a management consultant and independent business advisor providing consulting services to privately-
held and publicly traded companies. From January 2007 to December 2009, Mr. Ohri served as the Chief Financial Officer and a member
of the Board of Directors of a publicly listed full service financial media company, focused on developing tools and applications that
enabled retail investors to collaborate directly with publicly traded companies. From May 2002 to December 2006, Mr. Ohri served as the
Chief Financial Officer and a member of the Board of Directors of a publicly traded international telecom operator and enabler/systems
integrator to the multi-media industry in the USA, Europe, Asia Pacific and the Middle East, providing traditional telecom, voice over
internet protocol, media streaming services, including billing and collections primarily to the business-to-business community within the
global telecommunications market. Mr. Ohri is a Certified Public Accountant and Chartered Global Management Accountant with over
seven years of experience with Deloitte, LLP and PriceWaterhouseCoopers, LLP. Mr. Ohri earned Master’s Degree in Business
Administration from the University of Detroit.

Independent Directors (effective as of the date of our initial listing on NASDAQ)

The names, positions and ages of our independent directors (as defined by NASDAQ and SEC rules) as of the date of our initial listing on
NASDAQ are as follows:

Name Age Position
Robert Faught 70 Director
Paul Galvin 55 Director
Frederick D. Furry 50 Director

Robert Faught, Director

As a global senior executive and CEO, Mr. Faught held leadership positions for Fortune 500 companies including Comcast, and
Phillips/Lucent. He was the founder and CEO of SmartHome Ventures, a home automation company servicing retail, utility, insurance and
telephony distribution channels and their customers. In these leadership roles, he led the development and implementation of the strategic
vision throughout the organization, recruited senior talent, led leadership development and oftentimes, oversaw a realignment of senior
roles where some executives were outplaced. At Faught Associates, he offers consulting, executive search, leadership development and
outplacement to bring an exceptional leadership and performance direction that provides growth and internal development.

From January 2014 to January 2016 he was the President and Chief Executive Officer of SmartHome Ventures and has served on its Board
since January 2016.

Paul Galvin, Director

Paul M. Galvin was appointed as a director and the Chief Executive Officer of SG Blocks, Inc. upon consummation of the reverse merger
among CDSI Holdings Inc., CDSI Merger Sub, Inc., SG Blocks, and certain stockholders of SG Blocks on November 4, 2011 (the
“Merger”). Mr. Galvin is a founder of SGBlocks, LLC, the predecessor entity of SGB. He has served as the Chief Executive Officer of
SGB and its predecessor entity since 2008. Mr. Galvin has been a managing member of TAG Partners, LLC (“TAG”), an investment
partnership formed for the purpose of investing in SGB, since October 2007. Mr. Galvin brings over 20 years of experience developing and
managing real estate, including residential condominiums, luxury sales, and market rate and affordable rental projects. Prior to his
involvement in real estate, he founded a non-profit organization that focused on public health, housing, and child survival, where he served
for over a decade in a leadership position. During that period, Mr. Galvin designed, developed, and managed emergency food and shelter
programs through New York City’s Human Resources Administration and other federal and state entities. Mr. Galvin holds a Bachelor of
Science in Accounting from LeMoyne College and a Master’s Degree in Social Policy from Fordham University. He was formerly an
adjunct professor at Fordham University’s Graduate School of Welfare. Mr. Galvin previously served for 10 years on the Sisters of Charity
Healthcare System Advisory Board and six years on the board of directors of SentiCare, Inc. In 2011, the Council of Churches of New
York recognized Mr. Galvin with an Outstanding Business Leadership Award. The Company believes he is well suited to sit on its Board



due to Mr. Galvin’s pertinent experience, qualifications, attributes, and skills which include his managerial experience and the knowledge
and experience he has attained in the real estate industry.
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Frederick D. Furry, Director

Mr. Furry is currently the CFO at Luminance Holdco, Inc. and Subsidiaries. Luminance is a private-equity backed designer, custom
manufacturer, and distributor of lighting hardware, fixtures, lamps, ceiling fans, lamp parts, and plumbing parts. Headquartered in Los
Angeles, California, Luminance has distribution centers located in California, New York, Texas, and Illinois and a wholly-owned foreign
enterprise located in Dongguan, China. Prior to Luminance, from 2016 to 2018, Mr. Furry was the CFO at Cunico Corporation, a closely-
held, mid-sized manufacturing company based in Long Beach, California. Cunico provides specialty fittings and parts to the US Navy,
primarily for nuclear submarines and aircraft carriers. From 2011 to 2015, Mr. Furry was the CFO and COO at Biolase (NASDAQ:BIOL).
Biolase is a high-tech, medical device manufacturer of dental lasers located in Irvine, California, that sells its products directly in North
America and certain international markets and distributes its products in over 60 international markets. As COO, Mr. Furry initiated the
turnaround of failing business and restructured several aspects of the business.

From 1998 to 2010, Mr. Furry was at Windes, a regional public accounting firm based in Southern California, where he served as an Audit
Partner and worked with over 25 public and private companies in the middle market with revenues ranging from $20 million to $600
million.

During his 20-year tenure in public accounting, Mr. Furry helped his clients with countless complex technical issues and transactions,
including four IPOs, three reverse mergers, well over a dozen M&A transactions, and several leveraged ESOPs.

Mr. Furry has a Master’s of Business Administration degree and a Bachelor’s of Science in Business Administration from the University of
California, Riverside and is a Certified Public Accountant (inactive). Mr. Furry’s long experience with public companies and as a financial
executive are qualifications which make him an ideal Board member for the Company.

Involvement in Legal Proceedings

To the best of our knowledge, during the past ten years, none of the following occurred with respect to a present or former director or
executive officer of our Company: (1) any bankruptcy petition filed by or against such person or any business of which such person was a
general partner or executive officer either at the time of the bankruptcy or within two years prior to that time; (2) any conviction in a
criminal proceeding or being subject to a pending criminal proceeding (excluding traffic violations and other minor offenses); (3) being
subject to any order, judgment or decree, not subsequently reversed, suspended or vacated, of any court of any competent jurisdiction,
permanently or temporarily enjoining, barring, suspending or otherwise limiting his involvement in any type of business, securities or
banking activities; (4) being found by a court of competent jurisdiction (in a civil action), the Securities and Exchange Commission (the
“Commission”) or the Commodities Futures Trading Commission to have violated a federal or state securities or commodities law, and the
judgment has not been reversed, suspended or vacated; and (5) being the subject of, or a party to, any federal or state judicial or
administrative order, judgment, decree or finding, not subsequently reversed, suspended or vacated, relating to an alleged violation of any
federal or state securities or commodities law or regulation, law or regulation respecting financial institutions or insurance companies or law
or regulation prohibiting mail or wire fraud or fraud in connection with any business entity; or (6) being the subject of, or a party to, any
sanction or order, not subsequently reversed, suspended or vacated, of any self-regulatory organization (as defined in Section 3(a)(26) of
the Securities Exchange Act of 1934, as amended), any registered entity (as defined in Section 1(a)(29) of the Commodity Exchange Act, as
amended), or any equivalent exchange, association, entity or organization that has disciplinary authority over its members or associated
persons.

Corporate Governance
The business and affairs of our Company are managed under the direction of the Board of Directors.
Term of Office

Directors serve until the next annual meeting and until their successors are elected and qualified. Officers are appointed to serve for one
year until the meeting of the Board of Directors following the annual meeting of shareholders and until their successors have been elected
and qualified.

Director Independence

We use the definition of “independence” of The NASDAQ Stock Market to make this determination. We are not yet listed on NASDAQ,
and although we use its definition of “independence,” its rules are inapplicable to us until such time as we become listed on
NASDAQ. NASDAQ Listing Rule 5605(a)(2) provides that an “independent director” is a person other than an officer or employee of our
Company or any other individual having a relationship which, in the opinion of the Board of Directors, would interfere with the exercise of
independent judgment in carrying out the responsibilities of a director. The NASDAQ rules provide that a director cannot be considered
independent if:

. the director is, or at any time during the past three years was, an employee of our Company;
the director or a family member of the director accepted any compensation from our Company in excess of $120,000
° during any period of 12 consecutive months within the three years preceding the independence determination (subject to
certain exclusions, including, among other things, compensation for board or board committee service);

° a family member of the director is, or at any time during the past three years was, an executive officer of our Company;

the director or a family member of the director is a partner in, controlling shareholder of, or an executive officer of an entity
to which our Company made, or from which our Company received, payments in the current or any of the past three fiscal



years that exceed 5% of the recipient’s consolidated gross revenue for that year or $200,000, whichever is greater (subject
to certain exclusions);

the director or a family member of the director is employed as an executive officer of an entity where, at any time during
the past three years, any of the executive officers of our Company served on the compensation committee of such other
entity; or

the director or a family member of the director is a current partner of our Company’s outside auditor, or at any time during
the past three years was a partner or employee of our Company’s outside auditor, and who worked on our Company’s

audit.
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Under the following three NASDAQ director independence rules a director is not considered independent: (a) NASDAQ Rule 5605(a)(2)
(A), a director is not considered to be independent if he or she also is an executive officer or employee of the corporation, (b) NASDAQ
Rule 5605(a)(2)(B), a director is not consider independent if he or she accepted any compensation from our Company in excess of $120,000
during any period of twelve consecutive months within the three years preceding the determination of independence, and (¢) NASDAQ
Rule 5605(a)(2)(D), a director is not considered to be independent if he or she is a partner in, or a controlling shareholder or an executive
officer of, any organization to which our Company made, or from which our Company received, payments for property or services in the
current or any of the past three fiscal years that exceed 5% of the recipient’s consolidated gross revenues for that year, or $200,000. Under
such definitions, we have no independent directors, though we are in the process of identifying suitable candidates.

Family Relationships

There are no family relationships among any of our officers or directors.

Board Committees

Our Board of Directors has no standing committees. In connection with our application to list our common stock on NASDAQ, we have
identified and appointed the requisite number of independent directors required under the NASDAQ listing rules and to establish an Audit
Committee, a Compensation Committee and a Nominating and Corporate Governance Committee, each comprised entirely of independent
directors, all effective as of the date of our initial listing on NASDAQ. We do not intend to take advantage of any transition periods
permissible under the NASDAQ rules.

Audit Committee

Our Audit Committee will be comprised of three individuals, each of whom will be an independent director and at least one of whom will
be an “audit committee financial expert,” as defined in Item 407(d)(5)(ii) of Regulation S-K.

Our Audit Committee will oversee our corporate accounting, financial reporting practices and the audits of financial statements. For this
purpose, the Audit Committee will have a charter (which will be reviewed annually) and perform several functions. The Audit Committee

will:

evaluate the independence and performance of, and assess the qualifications of, our independent auditor and engage such

o . .
independent auditor;

o approve the plan and fees for the annual audit, quarterly reviews, tax and other audit-related services and approve in advance
any non-audit service to be provided by our independent auditor;

N monitor the independence of our independent auditor and the rotation of partners of the independent auditor on our engagement

team as required by law;
review the financial statements to be included in our future Annual Reports on Form 10-K and Quarterly Reports on Form 10-Q
e and review with management and our independent auditor the results of the annual audit and reviews of our quarterly financial

statements; and

oversee all aspects our systems of internal accounting control and corporate governance functions on behalf of the Board of
Directors.

Compensation Committee

Our Compensation Committee will be comprised of three individuals, each of whom will be an independent director, all effective as of the
date of our initial listing on NASDAQ.

The Compensation Committee will review or recommend the compensation arrangements for our management and employees and also
assist our Board of Directors in reviewing and approving matters such as company benefit and insurance plans, including monitoring the

performance thereof. The Compensation Committee will have a charter (which will be reviewed annually) and perform several functions.

The Compensation Committee will have the authority to directly engage, at our expense, any compensation consultants or other advisers as
it deems necessary to carry out its responsibilities in determining the amount and form of employee, executive and director compensation.
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Nominating and Corporate Governance Committee

Our Nominating and Corporate Governance Committee will be comprised of three individuals, each of whom will be an independent
director, all effective as of the date of our initial listing on NASDAQ.

The Nominating and Corporate Governance Committee will be charged with the responsibility of reviewing our corporate governance
policies and with proposing potential director nominees to the Board of Directors for consideration. This committee will also have the
authority to oversee the hiring of potential executive positions in our Company. The Nominating and Corporate Governance Committee
will have a charter (which will be reviewed annually) and perform several functions.

Director Independence

Our Board of Directors has reviewed the materiality of any relationship that each of our directors has with us, either directly or indirectly.
Based on this review, our Board of Directors has determined that Frederick Furry, Paul Galvin and Robert Faught are “independent
directors” as defined in the NASDAQ Listing Rules and Rule 10A-3 promulgated under the Exchange Act.

Code of Ethics

We have adopted a written code of business conduct and ethics that applies to our directors, officers and employees, including our principal
executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions. Following
the consummation of this offering, we will post a current copy of the code on our website, www.toughbuilt.com. In addition, we intend to
post on our website all disclosures that are required by law or the listing standards of NASDAQ concerning any amendments to, or waivers
from, any provision of the code. The reference to our website address does not constitute incorporation by reference of the information
contained at or available through our website, and you should not consider it to be a part of this prospectus.

Indemnification of Officers and Directors

Chapter 78 of the Nevada Revised Statutes (NRS) provides that a corporation may indemnify any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action, suit or proceeding whether civil, criminal, administrative or
investigative (other than an action by or in the right of the corporation) by reason of the fact that he is or was a director, officer, employee
or agent of the corporation, or is or was serving at the request of the corporation as a director, officer, employee or agent of another
corporation, partnership, joint venture, trust or other enterprise, against expenses (including attorneys’ fees), judgments, fines and amounts
paid in settlement actually and reasonably incurred by him in connection with such action, suit or proceeding if he is not liable pursuant to
NRS Section 78.138 or acted in good faith and in a manner he reasonably believed to be in or not opposed to the best interests of the
corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to believe his conduct was unlawful. NRS
Chapter 78 further provides that a corporation similarly may indemnify any such person serving in any such capacity who was or is a party
or is threatened to be made a party to any threatened, pending or completed action or suit by or in the right of the corporation to procure a
judgment in its favor by reason of the fact that he is or was a director, officer, employee or agent of the corporation or is or was serving at
the request of the corporation as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other
enterprise, against expenses (including attorneys’ fees) actually and reasonably incurred in connection with the defense or settlement of
such action or suit if he is not liable pursuant to NRS Section 78.138 or acted in good faith and in a manner he reasonably believed to be in
or not opposed to the best interests of the corporation and except that no indemnification shall be made in respect of any claim, issue or
matter as to which such person shall have been adjudged to be liable to the corporation unless and only to the extent that the court or other
court of competent jurisdiction in which such action or suit was brought shall determine upon application that, despite the adjudication of
liability but in view of all of the circumstances of the case, such person is fairly and reasonably entitled to indemnity for such expenses
which the court or other court of competent jurisdiction shall deem proper.

Our bylaws provide that we may indemnify our officers, directors, employees, agents and any other persons to the maximum extent
permitted by the NRS.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or persons controlling us
pursuant to the foregoing provisions, we have been informed that in the opinion of the Commission such indemnification is against public
policy as expressed in the Securities Act and is therefore unenforceable.

Section 16(a) Beneficial Ownership Reporting Compliance

Since our common stock is not yet registered under Section 12 of the Exchange Act, our directors and executive officers and persons who
beneficially own more than 10% of our common stock are not required to file with the Commission various reports as to their ownership of

and activities relating to our common stock.
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EXECUTIVE COMPENSATION

The following table summarizes compensation of our named executive officers, as of December 31, 2017 and 2016.

Summary Compensation Table

0
Change in
. . Pension Value
Stock Option Non—fe quity Non—q}l alified and All Other
. Salary Bonus Incentive Plan  Incentive Plan . .
Name and position Year ) ) Awards  Awards Compensation Compensation Nonqualified ~Compensation Total ($)
® ® p($) P($) Deferred ®) ()
Compensation
Earnings ($)
Michael Panosian 2017 350,000(1) 50,000 - 448,861 - - - - 848,861
Chief Executive Officer 2016 - - - - - - - 200,801 200,801
Joshua Keeler 2017  250,000(2) 35,000 - - - - - - 285,000
Vice President - R&D 2016 12,000 - - - - - - 111,000 123,000
Zareh Khachatoorian 2017  180,000(3) - - - - - - - 180,000
Chief Operating Officer 2016 23,667 3,000 - - - - - 112,743 139,410
Manu Ohri 2017  250,000(4) - - - - - - - 250,000
Chief Financial Officer** 2016 - - - - - - - 142,140 142,140

(1) Includes $116,000 of salary deferred
(2) Includes $109,600 of salary deferred
(3) Includes $18,000 of salary deferred
(4) Includes $25,000 of salary deferred
(5) Compensation paid as independent contractor.

Employment and Related Agreements

Except as set forth below, we currently have no other written employment agreements with any of our officers and directors. The following

is a description of our current executive employment agreements:

Agreements with Our Named Executive Officers

We have entered into written employment agreements with each of our named executive officers, as described below. Each of our named
executive officers has also executed our standard form of confidential information and invention assignment agreement.
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Employment Agreement with Michael Panosian

We entered into an employment agreement with Mr. Panosian on January 3, 2017 that governs the terms of his employment with us as
President and Chief Executive Officer. Under the terms of this agreement, Mr. Panosian received a “sign-on-bonus’ of $50,000. The term
of the agreement is for five years and Mr. Panosian is entitled to an annual base salary of $350,000 beginning on January 1, 2017 and
increasing by 10% each year commencing on January 1, 2018. Mr. Panosian was also granted a stock option to purchase 125,000 shares of
the Company’s common stock at an exercise price of $10.00 per share. The employment agreement also entitles Mr. Panosian to, among
other benefits, the following compensation: (i) eligibility to receive an annual cash bonus at the sole discretion of the Board and as
determined by the Compensation Committee commensurate with the policies and practices applicable to other senior executive officers of
the Company; (ii) an opportunity to participate in any stock option, performance share, performance unit or other equity based long-term
incentive compensation plan commensurate with the terms and conditions applicable to other senior executive officers and (iii)
participation in welfare benefit plans, practices, policies and programs provided by the Company and its affiliated companies (including,
without limitation, medical, prescription, dental, disability, employee life, group life, accidental death and travel accident insurance plans
and programs) to the extent available to our other senior executive officers.

Employment Agreement with Josh Keeler

We entered into an employment agreement with Mr. Keeler on January 3, 2017 that governs the terms of his employment with us as Vice
President of Research & Development. Under the terms of this agreement, Mr. Keeler received a “sign-on-bonus’ of $35,000. The term of
the agreement is for five years and Mr. Keeler is entitled to an annual base salary of $250,000 beginning on January 1, 2017 and increasing
by 10% each year commencing on January 1, 2018. The employment Agreement also entitles Mr. Keeler to, among other benefits, the
following compensation: (i) eligibility to receive an annual cash bonus at the sole discretion of the Board and as determined by the
Compensation Committee commensurate with the policies and practices applicable to other senior executive officers of the Company; (ii)
an opportunity to participate in any stock option, performance share, performance unit or other equity based long-term incentive
compensation plan commensurate with the terms and conditions applicable to other senior executive officers and (iii) participation in
welfare benefit plans, practices, policies and programs provided by the Company and its affiliated companies (including, without limitation,
medical, prescription, dental, disability, employee life, group life, accidental death and travel accident insurance plans and programs) to the
extent available to our other senior executive officers.

Potential Payments to Messrs. Panosian and Keeler upon Termination or Change in Control

Pursuant to the employment agreements, regardless of the manner in which Messrs. Panosian and Mr. Keeler’s service terminates, each
executive officer is entitled to receive amounts earned during his term of service, including salary and other benefits. In addition, each of
them is eligible to receive certain benefits pursuant to his agreement with us described above.

The Company is permitted to terminate the employment of Mr. Panosian and Mr. Keeler for the following reasons: (1) death or disability,
(2) Termination for Cause (as defined below) or (3) for no reason.

Each such officer is permitted Termination for Good Reason (as defined below) of such officer’s employment. In addition, each such
officer may terminate his or her employment upon written notice to the Company 90 days prior to the effective date of such termination.

In the event of such officer’s death during the employment period or a termination due to such officer’s disability, such officer or his or her
beneficiaries or legal representatives shall be provided the sum of (a) an amount equal to two times the officer’s then prevailing base salary
and (b) the bonus that would have been payable to such officer subject to any performance conditions and (c) certain other benefits
provided for in the employment agreement.

In the event of such officer’s Termination for Cause by the Company or the termination of such officer’s employment as a result of such
officer’s resignation other than a Termination for Good Reason, such officer shall be provided certain benefits provided in the employment
agreement and payment of all accrued and unpaid compensation and wages, but such officer shall have no right to compensation or benefits
for any period subsequent to the effective date of termination.

Under the employment agreements, “Cause” means: such officer willfully engages in an act or omission which is in bad faith and to the
detriment of the Company, engages in gross misconduct, gross negligence, or willful malfeasance, in each case that causes material harm to
the Company, breaches this Agreement in any material respect, habitually neglects or materially fails to perform his duties (other than any
such failure resulting solely from such officer’s physical or mental disability or incapacity) after a written demand for substantial
performance is delivered to such officer which identifies the manner in which the Company believes that such officer has not performed his
duties, commits or is convicted of a felony or any crime involving moral turpitude, uses drugs or alcohol in a way that either interferes with
the performance of his duties or compromises the integrity or reputation of the Company, or engages in any act of dishonesty involving the
Company, disclosure of Company’s confidential information not required by applicable law, commercial bribery, or perpetration of fraud;

provided, however, that such officer shall have at least forty-five (45) calendar days to cure, if curable, any of the events which could lead
to his termination for Cause.

Under the employment agreements, “Termination for Good Reason” means any of the following that are undertaken without the officer’s
express written consent: (i) the assignment to such officer of principal duties or responsibilities, or the substantial reduction of such
officer’s duties and responsibilities, either of which is materially inconsistent with such officer’s position as President and Chief Executive
Officer of the Company and Director of design and Development, respectively; (ii) a material reduction by the Company in such officer’s
annual Base Salary, except to the extent the salaries of other executive employees of the Company and any other controlled subsidiary of
the Company are similarly reduced; (iii) such officer’s principal place of business is, without his consent, relocated by a distance of more
than thirty (30) miles from the center of Glendale, California; or (iv) any material breach by the Company of any provision of this
Agreement.
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Involuntary Termination other than for Cause, Death or Disability or Voluntary Termination for Good Reason Following a Change of
Control. If, within twenty-four (24) months following a Change of Control, the officer’s employment is terminated involuntarily by the

Company other than for Cause, death, or Disability or by such officer pursuant to a Voluntary Termination for Good Reason, and such

officer executes and does not revoke a general release of claims against the Company and its affiliates in a form acceptable to the Company,
then the Company shall provide such officer with, among other benefits, a lump sum payment in the amount equal to four times such
officer’s then prevailing base salary in the case of Mr. Panosian and three times such officer’s then prevailing base salary in the case of Mr.

Keeler, plus the officer’s target for the annual short term incentive portion of the corporate bonus program for such year as in effect
immediately prior to such termination, in addition to any other earned but unpaid base salary or vacation pay due through the date of such
termination, as well as a pro rata portion of the executive’s annual short term incentive portion of the corporate bonus program for such
year (if any) and a pro rata portion of the executive’s long term incentive portion of the corporate bonus program (if any).

Employment Agreement with Zareh Khachatoorian

We entered into an employment agreement with Mr. Khachatoorian on January 3, 2017 that governs the terms of his employment with us
as Chief Operating Officer and Secretary. The term of the agreement is for three years and Mr. Khachatoorian is entitled to an annual base
salary of $180,000 beginning on January 1, 2017 and increasing by 10% each year commencing on January 1, 2018. The employment
Agreement also entitles Mr. Khachatoorian to, among other benefits, the following compensation: (i) eligibility to receive an annual cash
bonus at the sole discretion of the Board and as determined by the Compensation Committee commensurate with the policies and practices
applicable to other senior executive officers of the Company; (ii) an opportunity to participate in any stock option, performance share,
performance unit or other equity based long-term incentive compensation plan commensurate with the terms and conditions applicable to
other senior executive officers and (iii) participation in welfare benefit plans, practices, policies and programs provided by the Company
and its affiliated companies (including, without limitation, medical, prescription, dental, disability, employee life, group life, accidental
death and travel accident insurance plans and programs) to the extent available to our other senior executive officers.

The Company is permitted to terminate the employment of Mr. Khachatoorian for the following reasons: (1) death or disability, (2)
Termination for Cause (as defined above) or (3) for no reason. In the event of Mr. Khachatoorian’s (i) death or disability, or (ii)
Termination for Cause by the Company, Mr. Khachatoorian or his beneficiaries or legal representatives shall be entitled to payment for all
accrued and unpaid compensation and wages and in addition pay to Mr. Khachatoorian a sum equivalent to one month’s salary, but shall
have no right to compensation or benefits for any period subsequent to the effective date of his death or disability.

In the event of the termination of Mr. Khachatoorian’s employment for Good Reason, he shall be provided certain benefits listed in the
employment agreement and payment of all accrued and unpaid compensation and wages, but executive shall have no right to compensation
or benefits for any period subsequent to the effective date of termination.

Employment Agreement with Manu Ohri

We entered into an employment agreement with Mr. Ohri on January 3, 2017 that governs the terms of his employment with us as Chief
Financial Officer of the Company. The term of the agreement is for three years and Mr. Ohri is entitled to an annual base salary of
$250,000 beginning on January 1, 2017 and increasing by 10% each year commencing on January 1, 2018. The employment agreement
also entitles Mr. Ohri to, among other benefits, the following compensation: (i) eligibility to receive an annual cash bonus at the sole
discretion of the Board and as determined by the Compensation Committee commensurate with the policies and practices applicable to
other senior executive officers of the Company; (ii) an opportunity to participate in any stock option, performance share, performance unit
or other equity based long-term incentive compensation plan commensurate with the terms and conditions applicable to other senior
executive officers and (iii) participation in welfare benefit plans, practices, policies and programs provided by the Company and its
affiliated companies (including, without limitation, medical, prescription, dental, disability, employee life, group life, accidental death and
travel accident insurance plans and programs) to the extent available to our other senior executive officers.

The Company is permitted to terminate the employment of Mr. Ohri for the following reasons: (1) death or disability, (2) Termination for
Cause (as defined above) or (3) for no reason. In the event of Mr. Ohri’s (i) death or disability, or (ii) Termination for Cause by the
Company, Mr. Ohri or his beneficiaries or legal representatives shall be entitled to payment for all accrued and unpaid compensation and
wages and in addition pay to Mr. Ohri a sum equivalent to one month’s salary, but shall have no right to compensation or benefits for any
period subsequent to the effective date of his death or disability.

In the event of the termination of Mr. Ohri’s employment for Good Reason, he shall be provided certain benefits listed in the employment
agreement and payment of all accrued and unpaid compensation and wages, but executive shall have no right to compensation or benefits

for any period subsequent to the effective date of termination.
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Outstanding Equity Awards at December 31, 2017

Equity
Number of Number of incentive
. o plan awards: .
securities securities Option .
R R Number of . Option
underlying underlying . exercise o
Name . . securities . expiration
unexercised unexercised underlvin price date
options (#) options (#) yng (&)
. . unexercised
exercisable unexercisable
unearned
options (#)
Michael Panosian 31,250 93,750 93,750 10.00 -

Joshua Keeler - - - - -
Zareh Khachatoorian = o - - -
Manu Ohri - - - - -

2016 Stock Option Plan
On July 16, 2016, our Board of Directors and a majority of the holders of our then outstanding shares of our common stock adopted our
2016 Equity Incentive Plan, which we refer to as the Plan. There are currently 875,000 shares of common stock issued or reserved for

issuance under the Plan. There are no options or other awards issued which do not fall under the Plan.

The following table provides information with respect to options outstanding under our Plan:

Number of
se.curltles to be Weighted-average N umb.el: of
issued upon . . securities
. exercise price of ..
Plan category exercise of . . remaining
. outstanding options, .
outstanding . available for future
. warrants and rights .
options, warrants issuance
and rights
Equity compensation plans approved by security holders 1,000,000 $ 10.00 875,000
Equity compensation plans not approved by security holders - - -
Total 1,000,000 $ 10.00 875,000

The purpose of our Plan is to attract and retain directors, officers, consultants, advisors and employees whose services are considered
valuable, to encourage a sense of proprietorship and to stimulate an active interest of such persons in our development and financial
achievements. The Plan will be administered by the Compensation Committee of our Board of Directors, once established, or by the full
board, which may determine, among other things, the (a) terms and conditions of any option or stock purchase right granted, including the
exercise price and the vesting schedule, (b) persons who are eligible to receive options and stock purchase rights and (c) the number of
shares to be subject to each option and stock purchase right. The types of equity awards that may be granted under the Plan are: (i) incentive
stock options (“ISOs”) and non-incentive stock options (“Non-ISOs”); (ii) share appreciation rights (“SARs”); (iii) restricted shares,
restricted share units (which are shares granted after certain vesting conditions are met) and unrestricted shares; (iv) deferred share units;
and (v) performance awards.

2018 Equity Incentive Plan

Effective July 1, 2018, the Board of Directors adopted the 2018 Equity Incentive Plan (the “2018 Plan™). This 2018 Plan was adopted in
addition to the existing 2016 Stock Equity Incentive. The awards per 2018 Plan may be granted through June 30, 2023 to the Company’s
employees, consultants, directors and non-employee directors. The maximum number of shares of our common stock that may be issued
under the 2018 Plan is 1,000,000 shares, which amount will be (a) reduced by awards granted under the 2018 Plan, and (b) increased to the
extent that awards granted under the 2018 Plan are forfeited, expire or are settled for cash (except as otherwise provided in the 2018 Plan).
No employee will be eligible to receive more than 200,000 shares of common stock in any calendar year under the 2018 Plan pursuant to
the grant of awards. On September 12, 2018, the Board of Directors approved to increase the number of shares of common stock reserved
for future issuance under this Plan from 1,000,000 shares to 2,000,000 shares. As of September 14, 2018, 1,000,000 shares of common
stock underlying awards under the 2018 Plan have been granted to the employees and officers 25% vesting immediately on the date of
grant and 25% vesting each year thereafter on the anniversary of the grant date.

In connection with the administration of our Plans, our Compensation Committee will:

° determine which employees and other persons will be granted awards under our Plans;

. grant the awards to those selected to participate;

. determine the exercise price for options; and

° prescribe any limitations, restrictions and conditions upon any awards, including the vesting conditions of awards.

Our Compensation Committee will: (i) interpret our Plans; and (ii) make all other determinations and take all other action that may be



necessary or advisable to implement and administer our Plans.
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The Plans provide that in the event of a change of control event, the Compensation Committee or our Board of Directors shall have the
discretion to determine whether and to what extent to accelerate the vesting, exercise or payment of an award.

In addition, our Board of Directors may amend our Plans at any time. However, without shareholder approval, our Plan may not be
amended in a manner that would:

. increase the number of shares that may be issued under the Plans;

) materially modify the requirements for eligibility for participation in the Plans;

° materially increase the benefits to participants provided by the Plans; or

. otherwise disqualify the Plans for an exemption under Rule 16b-3 promulgated under the Exchange Act.

Awards previously granted under the Plans may not be impaired or affected by any amendment of the Plans, without the consent of the
affected grantees.

Non-Employee Director Remuneration Policy

Our Board of Directors has adopted the following non-employee director remuneration policy:

Stock and Option Awards

Each of our non-employee directors may receive up to 50,000 options to purchase shares of common stock (which we refer to as the
Annual Director Options) for each fiscal year. The Annual Director Options will be confirmed (together with the exercise price for such
options) at the first meeting of our Board of Directors for each fiscal year and shall vest quarterly in arrears. Annual Director Options shall
have ten year term and shall be issued under the Plan.

Compensation Committee Review

The Compensation Committee shall, if it deems necessary or prudent in its discretion, reevaluate and approve in January of each such year
(or in any event prior to the first board meeting of such fiscal year) the cash and equity awards (amount and manner or method of payment)
to be made to non-employee directors for such fiscal year. In making this determination, the Compensation Committee shall utilize such
market standard metrics as it deems appropriate, including, without limitation, an analysis of cash compensation paid to independent
directors of our peer group.

The Compensation Committee shall also have the power and discretion to determine in the future whether non-employee directors should
receive annual or other grants of options to purchase shares of common stock or other equity incentive awards in such amounts and

pursuant to such policies as the Compensation Committee may determine utilizing such market standard metrics as it deems appropriate,
including, without limitation, an analysis of equity awards granted to independent directors of our peer group.

Participation of Employee Directors; New Directors

Unless separately and specifically approved b