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The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold 

until the registration statement filed with the Securities and Exchange Commission is effective. This preliminary 

prospectus is not an offer to sell these securities and it 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 NOVEMBER 

12, 2021 

  

                                                  Shares of Common Stock  

  

SQL TECHNOLOGIES CORP.  

  

(d/b/a Sky Technologies) 

  

 
  

We are offering                    shares of our common stock. This is our initial public offering. Prior to the offering, there 

has been no established public market for our common stock. We expect the initial public offering price to be between 

$                   and $                   per share. 

  

We intend to apply to list our common stock on The Nasdaq Stock Market LLC under the symbol “                   ,” upon 

our satisfaction of the exchange’s initial listing criteria. If our common stock is not approved for listing on The Nasdaq 

Stock Market LLC, we will not consummate this offering. No assurance can be given that our application will be 

approved. 

  

For the purposes of this prospectus, we have assumed an initial public offering price of $                   per share. The 

actual public offering price per share will be determined between us and the underwriters at the time of pricing. 

Therefore, the assumed public offering price used throughout this prospectus may not be indicative of the final offering 

price. 

  

Investing in our common stock involves a high degree of risk. See the “Risk Factors” section beginning on page 

20 of this prospectus for a discussion of information that should be considered in connection with an investment 

in our securities. 

  

    Per Share     Total   

Public offering price   $              $          

Underwriting discounts and commissions (1)(2)   $      $    

Proceeds to us, before expenses   $       $    

   
(1) Excludes warrants to be issued to the underwriters upon the closing of this offering, which entitle them to 

purchase up to a total of 7.5% of the total number of shares of common stock sold in this offering (excluding 

the shares sold through the exercise of the over-allotment option) at an exercise price equal to 110% of the 

offering price of the common stock offered hereby. See “Underwriting” beginning on page 106 of this 

prospectus for additional information regarding the compensation payable to the underwriters. 

   
(2) See “Underwriting” for a description of all compensation payable to the underwriters. 

  

We have granted the underwriters an option to purchase up to                   additional shares of common stock from us 

at the public offering price less underwriting discounts and commissions to cover over-allotments, if any. The 

underwriters can exercise this option within 30 days after the date of this prospectus. 

  



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.  

  

The underwriters are offering the shares for sale on a firm commitment basis. The underwriters expect to deliver the 

shares of common stock to purchasers on or about                  , 2021. 

  

The Benchmark Company 

  

The date of this prospectus is                  , 2021 
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We are responsible for the information contained in this prospectus. We have not, and the underwriters have 

not, authorized anyone to provide you with any other information other than in this prospectus, and we take 

no responsibility for, and the underwriters have not taken responsibility for, any other information others may 

give you. We are not, and the underwriters are not, making an offer to sell these securities in any jurisdiction 

where the offer or sale is not permitted. You should not assume that the information contained in this 

prospectus is accurate as of any date other than its date. Our business, financial condition, results of operations 

and prospects may have changed since that date. 

  

For investors outside the United States: Neither we nor any of the underwriters have 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 outside of the United States. 

  



This prospectus contains references to our trademarks and to trademarks belonging to other entities. Solely for 

convenience, trademarks and trade names referred to in this prospectus, including logos, artwork and other visual 

displays, may appear without the ® or TM symbols, but such references are not intended to indicate, in any way, that 

we will not assert, to the fullest extent under applicable law, our rights or the rights of the applicable licensor to these 

trademarks and trade names. We do not intend our use or display of other companies’ trade names or trademarks to 

imply a relationship with, or endorsement or sponsorship of us by, any other companies. 

  

We obtained the statistical data, market data and other industry data and forecasts described in this prospectus from 

publicly available information, including industry publications. Industry publications generally state that they obtain 

their information from sources that they believe to be reliable, but they do not guarantee the accuracy and completeness 

of the information. Similarly, while we believe that the statistical data, industry data and forecasts are reliable, we 

have not independently verified the data. We have not sought the consent of the sources to refer to their reports 

appearing or incorporated by reference in this prospectus. We did not commission any third party for collecting or 

providing data used in this prospectus. 

  

Numerical figures included in this prospectus have been subject to rounding adjustments. Accordingly, numerical 

figures shown as totals in various tables may not be arithmetic aggregations of the figures that precede them. 
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PROSPECTUS SUMMARY 

  

This summary highlights certain information appearing elsewhere in this prospectus. This summary is not complete 

and does not contain all of the information you should consider prior to investing in the securities offered hereby. 

After you read this summary, you should read and consider carefully the more detailed information and financial 

statements and related notes that we include in this prospectus, especially the sections entitled “Risk Factors” and 

“Management’s Discussion and Analysis of Financial Condition and Results of Operations.” If you invest in our 

securities, you are assuming a high degree of risk. 

  

Unless we have indicated otherwise or the context otherwise requires, references in this prospectus to the “Company,” 

“we,” “us” and “our” or similar terms are to SQL Technologies Corp. (d/b/a Sky Technologies) and, where 

appropriate, our subsidiaries.  

  

Our Mission 

  

As electricity is a standard in every home and building, our mission is to make homes and buildings become safe-

advanced and smart as the standard. 

  

Overview 

  

Sky Technologies has a series of highly disruptive advanced-safe-smart platform technologies, with over 60 U.S. and 

global patents and patent pending applications. Our technologies place an emphasis on high quality and ease of use, 

while significantly enhancing both safety and lifestyle in homes and buildings. We believe that our products are a 

necessity in every room in both homes and other buildings in the U.S. and globally. 

  

Our first-generation technologies enable light fixtures, ceiling fans and other electrically wired products to be installed 

safely and plugged-in, into a ceiling’s electrical outlet box within seconds, and without the need to touch hazardous 

wires. The plug and play technology method is a universal power-plug device that has a matching receptacle that is 

simply connected to the electrical outlet box on the ceiling, enabling a safe and quick plug and play installation of 

light fixtures and ceiling fans in just seconds. The plug and play power-plug technology, eliminates the need of 

touching hazardous electrical wires while installing light fixtures, ceiling fans and other hard wired electrical products. 

In recent years we have expanded the capabilities of our power-plug product, to include advanced safe and quick 



universal installation methods, as well as advanced smart capabilities. The smart features include control of light 

fixtures and ceiling fans by the SkyHome App, through WIFI, Bluetooth Low Energy (“BLE”) and voice control. It 

allows scheduling, energy savings eco mode, dimming, back-up emergency light, night light, light color changing and 

much more. 

  

We believe that due to safety, convenience, cost, and time that all hard-wired electrical products, such as light fixtures, 

ceiling fans and other products, should become plug and play and smart, as the standard, enabling consumers to plug 

their fixtures and control them through their smart phones at any time. 

  

Our second-generation technology is an all-in-one safe and smart advanced platform (the “Smart Sky Platform”) that 

is designed to enhance all-around safety and lifestyle of homes and other buildings. 

  

We believe that our patented advanced, safe and smart home platform technologies will make homes and buildings 

safer and smart as a standard, in a fraction of the time and cost, as compared to other market products. 

  

We believe that our smart home products will enable builders to deliver smart homes as a standard, in the same way 

they deliver electricity and appliances as a standard. 

  

As our advanced, safe and smart products can be easily implemented and installed in both existing and new homes 

and buildings in just minutes, it will save a major part of the cost and time associated with installation of smart home 

products. As many people spend the majority of time at their homes, we believe that they should have an affordable, 

easily installed, standard solution to make their homes safe, secured and smart. Similarly to how smartphones serve 

people as an all-in-one personal smart platform, we believe that our all-in-one Smart Sky Platform will enable every 

room in homes and other buildings to include a smart platform as a standard. 
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The all-in-one safe-smart-advanced platform technology is an open system that can integrate with both existing and 

new smart home features, devices, and systems. The advanced platform is designed and built in a way that it can 

accommodate additional smart home features, enabling the platform to serve as a gateway for safe and smart 

technologies into rooms/homes, buildings, and that it can act like a “Panama-Canal” that can accommodate other type 

of software systems, wireless systems, electronic chips and more. 

  

Since 2015, we have generated over $29 million in sales from our standard products. We have decided to wind down 

the sales of our standard products in favor of launching our new line of products, including our smart products and 

our advanced universal Sky Plug & Receptacle. We elected to do so since we believe that the market has great demand 

for smart advanced products, and that we will be able to generate significant sales from our new line of advanced and 

smart products from direct sales as well as from licensing. 

  

Safety 

  

We believe that safety is a necessity and the top priority in all aspects of life. Therefore, our technologies and products 

emphasize human safety, home, building and property safety and security, while combining safety features with high 

demand smart home features. 

  

Products  

  

Our products are designed to improve all around home and building safety and lifestyle. 

  

Our First Product: The Weight Bearing Power-Plug 

  



Our first patented technology was the Power-Plug, a weight bearing power plug that acts as a safe and quick installation 

device, designed for “plug and play” installation of weight bearing electronics, such as light fixtures, ceiling fans and 

other electrical products, into ceiling electrical outlet boxes. 

  

Our patented technology consists of a fixable socket and a revolving plug (the Power-Plug) for conducting electric 

power and supporting an electrical appliance attached to a wall or ceiling. The socket is comprised of a non-conductive 

body that houses conductive rings connectable to an electric power supply through terminals in its side exterior. The 

Power-Plug, which is comprised of a non-conductive body that houses corresponding conductive rings, attaches to the 

socket via a male post and can feed electric power to an appliance. The Power-Plug also includes a second structural 

element allowing it to revolve with a releasable latch that, when engaged, provides a retention force between the socket 

and the Power-Plug to prevent disengagement. The socket and Power-Plug can be detached by releasing the latch, 

disengaging the electric power from the Power-Plug. The socket is designed to replace the support bar incorporated 

in electric junction boxes, and the Power-Plug can be installed in light fixtures, ceiling fans, wall sconce fixtures and 

other electrical devices and products. Once installed, the socket can remain affixed to the junction box, enabling any 

electronic fixture installed with the Power-Plug to be connected and/or removed in seconds. The combined socket and 

Power-Plug technology are referred to throughout this prospectus as the “Sky Plug & Receptacle”. 

  

Advanced Products 

  

Sky – Universal Power-Plug & Receptacle: Our universal “plug and play” Sky Plug & Receptacle technology is 

comprised of two devices. The first device is a male Power-Plug Retrofit Kit, which can be easily embedded in the 

base of light fixtures and ceiling fans. The second device is a Ceiling Receptacle, which can be connected to a ceiling 

outlet box. After a one-time installation of the Ceiling Receptacle to a ceiling outlet box, a light fixture or ceiling fan 

that includes the Power-Plug Retrofit Kit can be plugged into the Ceiling Receptacle within seconds. We expect to 

launch our new universal power plug in the first half of 2022. 

  

Smart Products 

  

SkyHome App: Our proprietary SkyHome Application works with both iPhones and Android phones. The SkyHome 

App controls products through WIFI and BLE, and is designed to control its products through additional 

communication methods as needed. The SkyHome App controls various products, features and specifications that 

include, scheduling, controlling, voice control, safety features, security features, lifestyle features, sound, lights, 

dimming, emergency back-up battery and much more. We expect to launch our SkyHome App in the first half of 

2022. 
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Sky Smart - Universal Power-Plug & Receptacle: Our Sky Smart Plug & Receptacle system contains two devices. 

The male Power-Plug Device which includes a smart electronic board. The male Smart Power-Plug comes as a Retrofit 

Kit, that can be simply embedded to the base of light fixtures and ceiling fans, enabling them to become both Plug 

and Play and Smart. The second device is a Ceiling Receptacle that can be simply connected on to a ceiling outlet 

box. After a one-time simple installation of the Ceiling Receptacle to a ceiling outlet box, a light fixture or ceiling fan 

that includes the male Smart Plug Retrofit Kit can be plugged into the Ceiling Outlet Receptacle within seconds. Our 

Smart Power-Plug is controlled by our proprietary SkyHome App or through voice control, it is an open system that 

can integrate with other smart home devices and systems. Our Smart Power-Plug is connected through WIFI and BLE, 

includes numerous smart features, including scheduling, energy saving-eco mode, dimming, back-up emergency light, 

night light, light color changing and more. We believe that, due to safety, convenience, cost and time, all hard-wired 

electrical products, such as light fixtures and ceiling fans should become plug and play and smart, as the standard, 

enabling consumers to plug their fixture and control them through their smart phones at any time. We expect to launch 

our universal plug in the first half of 2022. 

  



Sky - Smart Plug and Play Ceiling Fans: Our line of high-end smart plug and play ceiling fans can be installed to 

our matching ceiling receptacle within seconds. Our smart ceiling fans incorporate advanced technologies, have 

unique modern designs, and are controlled by our proprietary SkyHome App or through voice control, it is an open 

system that can integrate with other smart home devices and systems. Our Smart Power-Plug is connected through 

WIFI and BLE, includes numerous smart features, including scheduling, energy saving-eco mode, dimming, back-up 

emergency light, night light, light color changing and more. We believe that, due to safety, convenience, cost and 

time, all hard-wired electrical products, such as ceiling fans should become plug and play and smart, as the standard, 

enabling consumers to plug their fixture and control them through their smart phones at any time. We expect to launch 

our universal plug in the first half of 2022. 

  

Sky - Smart Plug and Play Lighting: Our line of high-end Smart Plug and Play light fixtures can be installed to our 

matching ceiling receptacle within seconds. Our smart light fixtures incorporate advanced technologies, have unique 

modern designs, and are controlled by our proprietary SkyHome App or through voice control, it is an open system 

that can integrate with other smart home devices and systems. Our Smart Power-Plug is connected through WIFI and 

BLE, includes numerous smart features, including scheduling, energy saving-eco mode, dimming, back-up emergency 

light, night light, light color changing and more. We believe that, due to safety, convenience, cost and time, all hard-

wired electrical products, such as light fixtures should become plug and play and smart, as the standard, enabling 

consumers to plug their fixture and control them through their smart phones at any time. We expect to launch our 

universal plug in the first half of 2022. 

  

This all-in-one safe-smart-advanced platform technology is designed to enhance the all-around safety and lifestyle of 

homes and buildings. We believe that our patented advanced-safe-smart home platform technologies will make homes 

and buildings safe, have numerous technology features, and smart as a standard, instantly, in a fraction of time and 

cost, compared to other market products. The all-in-one safe-smart-advanced platform technology can be easily 

implemented and installed to both existing and new homes and buildings. As most people spend a majority of time in 

their homes, we believe that they should have an affordable solution to make their homes safe, secured, and smart in 

a simple way and as the standard. As smart phones serve people as an all-in-one personal smart platform, we believe 

that our all-in-one smart platform technology enables every room in homes and buildings to have a smart platform as 

a standard. 

  

Sky – All-In-One Smart Platform: Our all-in-one Advanced-Safe-Smart Platform can be installed to the ceiling 

receptacle within minutes. Our smart platform includes distinctive advanced smart and safety technologies, have 

unique modern designs and are controlled by our proprietary Sky-Home App or through voice control. It is an open 

system that can integrate with other smart home devices and systems. 

  

Our smart platform is connected through WIFI and BLE, includes numerous of smart and safety features, including a 

smart smoke detector, a smart CO detector, time scheduling, temperature sensor, humidity sensor, WIFI extender, 

energy saving-eco mode, high quality speakers, back-up battery that can power back-up internet and an emergency 

light, as well as dimming, night light, light color changing and more. The platform’s electrical power and transformer 

combined with the size of our platform which represents vast electronic “Real-Estate” in terms of today’s technology 

driven by microchips, enables the platform to accommodate a significant amount of software as well as electronic 

microchips, while the unique ceiling location of the platform significantly enhances the performance of all platform’s 

features, including WIFI and BLE. 
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The Smart Platform is inconspicuous to the décor. It is designed to install over existing ceiling electrical outlet boxes 

while allowing any pre-existing fixture to reconnect to the same box utilizing our Retrofit Kits. This innovation gives 

us access to the best location for the gathering and distribution of electronic signals, virtually unlimited power for our 

low-voltage safety and smart features, and a vast amount of electronic real estate. 

  



This open-system Smart Platform seamlessly integrates unrelated safe and smart products into a single, spatially 

designed unit whose functionality is controlled by an all-in-one app, the SkyHome App. The Smart Platform eliminates 

the need for installation of numerous stand-alone devices and their integration into a working unit. 

  

The Smart Platform’s location on the ceiling significantly advances smart home products’ performance, including the 

speed and range of both Wi-Fi and Bluetooth, as well as the performance of sensors and alarms. 

  

Widespread adoption of the Smart Platform should eliminate many hazardous incidents in homes and buildings 

including ladder falls, electric shock/electrocutions, fires, carbon monoxide poisonings, injuries and deaths, etc. 

  

Installation takes only minutes and fixtures previously hung from that location can still be plugged into the Smart 

Platform. 

  

We expect to launch our all-in-one Smart Platform in the third quarter of 2022. 
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Sustainability 

  

We aim to provide safe and sustainable solutions to consumers, who increasingly consider sustainability and energy 

efficiency when purchasing products. We believe that creating sustainable products and streamlining our operations 

drives efficiency, innovation and, ultimately, long-term value-creation. In designing and improving our products, we 



consider and apply sustainability strategies, as appropriate. For example, our products’ features include an energy 

savings eco mode, which can help users reduce their energy consumption, and we generally use LED lighting in our 

ceiling fans and light fixtures, which is more energy-efficient than traditional lighting products. 

  

Cyber Security 

  

We have implemented measures and protocols in order to ensure that our users’ information is safe and fully protected. 

We use high level of cyber security measures and protocols to ensure that our software, technologies, servers, products, 

platform, and devices are all protected to prevent from any type unauthorized, or illegal access or interference to our 

software, technologies, servers, products, platforms, and devices. 

  

Our products, platforms and devices communicate over MQTT and are encrypted over Transport Layer Security, with 

each individual product, platform and device having its own set of certificates, keys, and universally unique identifiers, 

which ensures that each device can only communicate with its own topic. This ensures that even in extreme cases of 

illegally gaining control over a specific device, it will not affect any other devices. 

  

Each login to the platform generates the user a temporary token that grants access to the services for a limited amount 

of time, this ensures that there is no permanent access token that can be used by hackers for unauthorized access. Each 

token has permissions to access only the user’s resources. 

  

Our solutions are designed in a way that the user will need to conduct a restricted set of permissions, thus minimizing 

the risk of unwanted users gaining control over other locations. 

  

Sky Plug & Receptacle – NEC Code  

  

The NEC (National Electrical Code) is the U.S. electrical safety building code, and is the benchmark for safe electrical 

design, installation and inspection to protect people and property from electrical hazards. It has been adopted in some 

form in all 50 states in the United States and is intended to improve safety in U.S. homes and buildings. 
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Based on the safety aspects of the Sky Plug & Receptacle, it was voted 10 times into the NEC and is represented by 

10 different segments in the NEC Code Book. 

  

One of the key votes and segments relating to our technologies in the NEC Code Book was the change of the definition 

of “receptacle” in the Code Book, which we believe is one of the most significant additions to the NEC Code in the 

past 30 years. The NEC leads the United States and globally with respect to electrical safety standards; as such, we 

believe the reputable standards of the NEC can assist with the adoption of our technology in additional countries. 

  

Pursuant to these new NEC provisions, the Sky Plug & Receptacle enables builders to expedite and obtain a Certificate 

of Occupancy without the need to install a light fixture to the ceiling. 

  

Intellectual Property  

  

Developing and maintaining a strong intellectual property position is one of the most important elements of our 

business. We rely on a combination of patents, copyright, trademarks and trade secret laws, as well as confidential 

procedures and contractual provisions, to protect our proprietary technology and our brands. We enter into 

confidentiality and proprietary rights agreements with our employees, consultants and other third parties. We have 

sought, and will continue to seek, patent protection for our technology and for improvements to our technology, as 

well as for any of our other technologies where we believe such protection will be advantageous. 

  



We protect the Sky Technologies intellectual property through various aspects and strategies including broad and 

particular intellectual property claims. We have over 60 U.S. and global patents and patent applications, including 12 

issued patents, including in China, India, major parts of Europe as well in other countries around the world. These 

patents and patent applications protect different aspects of our technologies. We sought intellectual property protection 

of the Sky Technology in China due to our current manufacturing operations and prospective sales in China’s market, 

and we sought protection in India in anticipation of future growth into India’s developing market, both with respect 

to the sales of the Sky Technology and our potential operations. We intend to diligently maintain and vigorously 

defend the intellectual property of Sky Technologies, and to actively and continuously enhance our patent protections 

in the U.S. and globally. 

  

The issued patents are directed to various aspects our platform technologies, including our smart and standard plug 

and play products, as well as our safety and smart platform technologies. As further innovations are developed, we 

intend to seek additional patent protection to enhance and maintain our competitive advantage. Additionally, we have 

submitted 10 trademark applications, seven of which have been issued and three of which are pending. 

  

GE - General Electric Agreements 

  

We have two U.S. and global agreements with General Electric (“GE”) related to our products. 

   
● The first agreement is a U.S. and Global Trademark Agreement dated June 15, 2011 (as later amended), 

which expires November 30, 2023 and is generally renewed for five-year periods. Pursuant to such 

agreement, the Company may use the GE brand logo on certain products, including Sky’s SQL standard and 

Smart devices as well as standard and smart ceiling fans. We have U.S. and global rights to market plug and 

play standard and smart products and smart ceiling fans under the GE brand. GE will assist us with 

manufacturing standards, audit of factories, audit of materials, and quality control under “Six Sigma” 

guidelines, as well as with public relations for products and more. 

   
● The second agreement is a U.S. and Global Licensing and Master Service Agreement dated June 14, 2019, 

which expires June 14, 2024, and includes automatic renewal provisions. Pursuant to such agreement, GE’s 

Licensing team will license Sky’s Standard and Smart products in the U.S. and worldwide. GE’s licensing 

team will seek and for arrange licensees partners in the U.S. and globally, including negotiate agreement 

terms, manage contracts, collect payments, audit partners, assist with patent strategy and protection, assist in 

auditing product quality control under the “Six Sigma” guidelines. 
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Leadership and Talent 

  

As of November 8, 2021, we had 31 total employees and consultants, 26 of which are full time. We also employ 

independent contractors to support our operations. We have never had a work stoppage, and none of our employees 

are represented by a labor union. We have not experienced any work stoppages and consider our relations with our 

employees to be good. We expect to continue to expand our staff and team of engineers to develop the Sky smart 

technologies. 

  

Our management members include leading executive from various industries and have joined us as they believe in our 

vision, technology, and strategy. Many of our key personnel are employed pursuant to an employment agreement or 

a consulting agreement, pursuant to which many of them, including board members have invested in the Company 

and agreed to be compensated primarily in stock and stock options. 

  

Below is a list of key members of our management. 

  



 
● Rani R. Kohen, Executive Chairman. Rani R. Kohen, our founder, Executive Chairman and inventor of 

the Sky Technologies, has continued building our management team to include leading executives from 

various industries. 

   
● Steven M. Schmidt, President. Steven M. Schmidt is the former Chief Executive Officer of ACNielsen 

Corporation and former President, International of Office Depot International, Inc. 

   
● John P. Campi, Chief Executive Officer and Chief Financial Officer. John P. Campi is the former Chief 

Procurement Officer and Executive Vice President of Chrysler, Senior Vice President of Procurement and 

Vendor Management for The Home Depot, Inc. and Chief Procurement Officer and Vice President of DuPont 

Global Sourcing and Logistics. 

   
● Patricia Barron, Chief Operations Officer and Code Team Senior Member. Patricia Barron was 

previously President and owner of LTG Services, Inc., an electrical safety consulting company. LTG 

managed technical review of lighting and ceiling fan projects for Underwriters Laboratories (“UL”) and 

managed UL safety testing for world fans. 

   
● Mark Earley, President of the Code Team. Mark Earley joined the Company, as President of the Code 

Team. Mr. Earley is a world leading electrical engineer and former head of the NEC (National Electrical 

Code) and Chief Electrical Engineer. After leading the NEC for 35 years, he retired in 2019 and joined Sky 

to lead its U.S. and Global code team. Mr. Earley is still a leading member of the IEC (International Electrical 

Commission), the Canadian Electrical Code, the UL Electrical Council and the U.S. National Committee. 

   
● Chuck Mello, SVP of the Code Team. Chuck Mello joined the Company in 2019 as SVP of the Code Team. 

Mr. Mello is the former International President of the IAEI (International Association of Electrical 

Inspectors), where he is still an instructor and author. He was formerly with UL as a Global Field Evaluation 

Program Manager. 

   
● Amy Cronin, Executive Director Codes & Standards. Ms. Cronin is a former NFPA (NEC) Executive 

Leader, managing the Department of Codes and Standards, and she was responsible for more than 300 code 

decisions including the NEC (National Electrical Codes). 

   
● Mark Wells, President of Lighting. Mark Wells, former General Manager of Consumer Lighting for GE, 

joined the Company in August 2016 and currently serves as our President of Lighting. 
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● John Poole, Vice President of Sales. John Poole joined the Company in 2017 as Vice President of Sales. 

He formerly served in a variety of sales management roles at GE, including as General Manager of Business 

Development for European Retail and General Manger for GE Lighting’s Target and Home Depot accounts. 

   
● Steve Briggs, Senior Advisor and President of Product Development. Steve Briggs joined the Company 

is 2017 as Senior Advisor and President of Product Development. He previously served in a variety of roles 

for GE Lighting, including as General Manager of Global Product Lighting. 

   
● Eliran Ben-Zikri, Chief Technology Officer and GM of Sky’s Israeli Office. Eliran Ben-Zikri joined the 

Company in 2019 as Chief Technology Officer and GM of Sky’s Israeli Office. He served in one of the most 

elite computer units of the Israeli Defense Force and has over 10 years of experience in the technology and 

cloud technology industry, previously holding senior positions in leading Israeli tech companies, including 

eToro and SimilarWeb. He has a vast experience in the Internet of Things, data collection, data processing, 

analytics, security, cloud, and production. 

  



 
● Michael Perrillo, Vice President Global Sales. Michael Perrillo is the former Chief Executive Officer of 

Design Solutions International. He joined the Company as a full-time consultant to enhance and expand our 

sales objectives, particularly toward construction/home builders, hotels and other sales channels that we are 

targeting. 

   
● Jonathan Globerson, Vice President Design & Marketing. In 2016, Jonathan Globerson, Vice President 

Design & Marketing, joined the Company. He served in the most elite counter terrorism unit in the Israeli 

Defense Force (Sayeret Matkal) as head of the technology department, is an international award-winning 

product developer, former lead product designer of augmented reality and virtual reality for the 5G team for 

Verizon and founder of GloberDesign, a global product design and engineering firm. 

   
● David Usha, General Manager China. David Usha has over 25 years of experience managing production 

operations in China, Poland, West Africa, Russia and Taipei, including as General Manager of Omegaplast 

Polska, a Polish plastic devices company, and General Manager of L’Oréal (Tel Aviv). 

   
● Julio Plutt, CPA, Controller. Julio Plutt, CPA, a consultant and business strategist with OneTHinc, serves 

as our Controller and is a former auditor with KPMG. 

  

Our human capital resources objectives include, as applicable, identifying, recruiting, retaining, incentivizing and 

integrating our current and future employees. We encourage and support the growth and development of our 

employees. Continual learning and career development is advanced through ongoing performance and development 

conversations with employees, and reimbursement is available to employees for seminars, conferences, formal 

education and other training events employees attend in connection with their job duties. 

  

Our core values of accountability, openness and integrity underscore everything we do and drive our day-to-day 

interactions. The safety, health and wellness of our employees is a top priority. The COVID-19 pandemic has 

presented a unique challenge with regard to maintaining employee safety while continuing successful operations. 

Through teamwork and the adaptability of our management and staff, we were able to transition, over a short period 

of time, a majority of our corporate office employees to effectively working from remote locations on a full-time basis, 

with others working both remotely and in the office on a hybrid basis, and also to ensure a safely-distanced working 

environment for employees who remain in our facilities. 

  

Business Strategy 

  

Our business strategy is to enhance all around safety and advance smart living lifestyle in homes and other buildings. 

  

Following our product launch, we plan to educate retail and commercial consumers about our products through a 

coordinated public relation campaign that will cover the safety aspects of our products and all the related hazardous 

incidents and property damage that our products can prevent, including ladder falls, electric shock/electrocutions, 

fires, carbon monoxide poisonings, injuries, deaths and more. 
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We will also educate on all our advance smart technology features. 

  

Lead and Seed Strategy: We expect to lead by selling our highly disruptive line of products through a variety of 

channels as well as seed our products through licensing to various industries. 

  

Lead: We expect to sell our products through various representatives to online customers, builders, rental properties, 

hotels, big box retail, OEM customers and more. 

  



Seed: After our public relation campaign and our official product launch, we expect to license a variety of our standard 

and smart products to companies in various industries, including electrical companies, lighting and ceiling fan 

companies, and smart home companies. 

  

Product Usage 

  

Our products and technologies can be used in new and existing homes and buildings, including by builders, rental 

properties, hotels, cruise ships, elder living facilities, schools, hospitals, offices, commercial, and retail. 

  

Our Opportunity  

  

Based on the significance of the safety aspects and lifestyle features of our products, we believe that our products are 

a necessity in most rooms, homes, and other buildings, both in the U.S. and globally, and that they can help prevent 

most of related hazardous incidents in homes and buildings, including ladder falls, electric shock/electrocutions, fires, 

carbon monoxide poisonings, injuries, and deaths. Therefore, we believe our product is a necessity in rooms, homes 

and other buildings. 

  

We believe that our series of highly disruptive advanced-safe-smart platform technologies are a necessity as they are 

expected to disrupt and positively influence various industries, both in the U.S. and globally. 

  

Lighting Industry: We believe that due to ease of the installation, time savings, cost savings on installations and the 

safety aspect of our product, our product provides a competitive advantage within the light fixture, ceiling fan and 

smart home industries. 

  

We believe that all light fixtures should become plug and play, smart and controlled by an app as a standard, and that 

light fixtures should be installed to the ceiling within seconds, safely and without the need to touch dangerous electrical 

wires. Our product is intended to help prevent most of related ladder falls, electric shock/electrocutions, fires, carbon 

monoxide poisonings, injuries, and deaths. 

  

Ceiling Fan Industry: We believe that due to the ease of installation, time savings, cost savings on installations and 

the safety aspect of our product, our product is a necessity for the ceiling fan industry. 

  

We believe that all ceiling fans should become plug and play, smart and controlled by an app as a standard, and that 

ceiling fans should be installed to the ceiling within seconds, safely and without the need to touch dangerous electrical 

wires. Our product is intended to help prevent most of related ladder falls, electric shock/electrocutions, fires, carbon 

monoxide poisonings, injuries, and deaths. 

  

Smart Home Industry: We believe that due to ease of the installation, time savings, cost savings on installations and 

the safety aspect of our product, our product is a necessity for the smart home industry. 

  

We believe that homes and buildings should become safe and smart as a standard. Our Advanced All-In-One Safe-

Smart Platform enables rooms, homes, and buildings to become safe and smart instantly. 
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Our Advanced Smart Platform significantly enhances smart home products’ performance, including the speed and 

range of both Wi-Fi and Bluetooth, as well as the performance of sensors and alarms. We believe that widespread 

adoption of the Smart Platform will help eliminate most of related hazardous incidents in homes and buildings 

including ladder falls, electric shock/electrocutions, fires, carbon monoxide poisonings, injuries, and deaths. 

Therefore, we believe our product is a necessity in rooms, homes, and buildings. 

  



Our Advanced All-In-One Safe-Smart Platform can be used in existing homes and buildings, by builders, rental 

properties, hotels, cruise ships, elder living facilities, schools, hospitals, offices, commercial, retail and other. 

  

Expected Revenue Stream  

  

We believe our products will enable us to access a global market with multiple revenue streams, including: 

   
● Global market with numerous potential product applications 

   
● Product sales 

   
● Royalties/Licensing 

   
● Subscription model 

   
● Monitoring services 

   
● Sale of product and licensing rights to additional countries 

  

Royalties from the Sky Plug & Receptacle. Management has agreed to license products in the U.S. and globally 

through the efforts of its GE licensing and trademark agreements. We anticipate we will also license our smart 

technologies products currently in development. 

  

Selling/Licensing Country Rights. Management is considering selling and licensing marketing rights to certain 

countries in exchange for payment and on-going royalties. 

  

Product Sales. We currently generate revenue from our product sales, and management will strive to achieve strong 

market penetration worldwide for our current products and products in development. 

  

Subscription & Monitoring Services. Our future plans include offering subscription services as part of our Smart Sky 

Platform, including, among other services, communications, fire alarms, home intrusion alerts, emergency response 

services and monitoring services. 

  

Our History  

  

We began as Safety Quick Light LLC in 2004 and started developing the Sky Plug & Receptacle technology in 2007 

for installation of light fixtures and ceiling fans during manufacturing and as a Retrofit Kit for installing the Sky 

Technology in existing light fixtures and ceiling fans. Historically, we have sold over hundreds of thousands of units 

of the Sky Plug & Receptacle technology through original equipment manufacturing and through other channels to 

lighting manufacturers and retailers who installed the Sky Plug & Receptacle technology into their lighting fixtures 

for sale at retail stores. We also sold, directly to retailers, approximately hundreds of thousands of Sky Plugs & 

Receptacles embedded with ceiling fans. 

  

Since our inception, we have sold hundreds of thousands of units of our standard Sky Plug & Receptacle. Since 2015 

we generated over $29 million in sales. We have wound down our standard product sales in favor of licensing our 

product and developing our Smart Power-Plug and Smart Sky Platform technologies. 
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We hold over 60 U.S. and global patents and patent applications and have received a variety of final electrical code 

approvals, including UL, United Laboratories of Canada (cUL) and Conformité Européenne (CE), and 2017 and 2020 

inclusion in the NEC Code Book. 



  

Third-Party Manufacturing  

  

Our business model entails the use of third-party manufacturers to produce the Sky Technology product. The 

manufacturers currently used by us are located in China and, with respect to products that bear the GE logo, as required 

by the Licensing Agreement with GE, such manufacturers must be approved by GE to ensure certain quality standards 

are met. To further ensure that quality specifications are maintained, we maintain an office in the Guangdong province 

in China that is staffed with GE trained auditors who regularly inspect the products that are being produced by third-

party manufacturers. 

  

Competition 

  

We believe our technologies are highly disruptive and with an edge compared to other market technologies. Our 

competitors vary based on our products, market, and industry. 

   
● Our main competitors for our Universal Power Plug and Play, Sky Plug & Receptacle product are: To the 

best of our knowledge we do not have direct competition at this point to Universal Power Plug and Play, Sky 

Plug & Receptacle product, although all lighting and ceiling fan manufacture are potential competitors. 

   
● Our main competitors for our Smart Universal Power Plug and Play Sky Plug & Receptacle product are: To 

the best of our knowledge we do not have direct competition at this point to Smart Universal Power Plug and 

Play Sky Plug & Receptacle product, although all lighting and ceiling fan manufacture are potential 

competitors. 

   
● Our main competitors for our Smart Plug and Play Light Fixture products are: To the best of our knowledge 

we do not have direct competition at this point to our Smart Plug and Play Light Fixtures, although there are 

lighting manufactures that have smart lights that are controlled through smart wall switches/app or other, 

including companies such as Casainc, Global Electric, Designers, Minca, Fountain, Enbrgiten, Nbg, Minka, 

Hampton Bay and other. To the best of our knowledge there are no other light fixtures that have an all-in-

one combination of light fixtures that have both plug and play and smart. 

   
● Our main competitors for our Smart Plug and Play Ceiling Fan Products: To the best of our knowledge we 

do not have direct competition at this point to our Smart Plug and Play Ceiling Fan products, although there 

are ceiling fan manufactures that have smart fans that are controlled through smart wall switches/app or other, 

including companies such as Hunter, Minka, Home Decorators, Fanomation, Modern Homes, Hampton Bay 

and others. 

   
● Our main competitors for our Plug and Play All-In-One Safe-Smart Platform product: To the best of our 

knowledge we do not have direct competition at this point to our Plug and Play All-In-One Safe-Smart 

Platform product, although there are many smart home companies than can be our competitors, including 

companies such as, Control 4, Vivent, Apple, Google, Microsoft, Amazon, Adt, Blue, Cove and many others 

and many other smart home companies that have a variety of smart home products. As to the best of our 

knowledge there are no other Plug and Play All-In-One Safe-Smart Platform products. 
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Risks Associated with our Business  

  

Our ability to implement our business strategy is subject to numerous risks that you should be aware of before making 

an investment decision. Below is a summary of material factors that make an investment in our common stock 

speculative or risky. This summary does not address all of the risks that we face. Additional discussion of the risks 



summarized in this risk factor summary, and other risks that we face, can be found below in the section entitled “Risk 

Factors” and should be carefully considered, together with other information included in this prospectus. 

   
● We have a history of operating losses, will likely incur losses in the future and may be unable to generate 

sufficient revenue to support our operations. 

   
● If we are unable to successfully launch our smart products and technologies, integrate them with third-party 

products and technologies, further develop them to include new features and to respond to customer demands, 

or otherwise are unable to realize our product strategy or compete in our industry, our business, results of 

operations and financial condition would be adversely affected. 

   
● Our success depends on our ability to develop, expand and manage our operations and effectively and timely 

develop and implement our strategic business initiatives, which may include engaging in strategic 

transactions, including acquisitions, which involves substantial risks. 

   
● We may need to raise additional financing to support our operations, and any inability to do so may adversely 

affect or terminate our operations. We also face risks related to our current debt financing. 

   
● Our business has been, and could continue to be, negatively impacted by the COVID-19 pandemic. 

   
● We depend on a limited number of third-party manufacturers and suppliers. 

   
● The loss of any significant customers, or the loss of our License Agreement with GE, could materially 

adversely affect us. 

   
● We face substantial risks relating to our intellectual property, including any inability to protect our intellectual 

property, potential litigation and the expiration or loss of patent protection and licenses. 

   
● We could face significant liabilities or may be subject to legal claims that could adversely affect our business 

and financial condition. 

   
● We have limited product distribution experience and expect to rely on third parties, who may not successfully 

sell our products. 

   
● We will incur increased costs as a result of operating as a public company. 

   
● Our future success depends on our ability to retain key executives and qualified personnel. 

   
● Any failure to maintain effective internal control over financial reporting or disclosure controls and 

procedures could negatively impact us. 

   
● Unstable market and economic conditions, as well as natural disasters, geopolitical events and other highly 

disruptive events, such as the COVID-19 pandemic, could materially adversely affect us. 

   
● Unauthorized breaches or failures in cybersecurity measures adopted by us or third parties on which we rely 

and/or are included in our products and technologies, or any disruption to our cloud-based infrastructure, 

could have a material adverse effect on our business. 
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● There is currently no established public trading market for our common stock, and we cannot provide any 

assurance that an active, liquid market for our common stock will develop or be sustained. 



   
● If our stock price fluctuates after the offering, you could lose a significant part of your investment. 

   
● If you purchase our common stock in this offering, you will incur immediate and substantial dilution in the 

book value of your shares. In addition, the conversion of outstanding convertible notes and warrants into 

shares of common stock could materially dilute our stockholders. 

   
● Our executive officers, directors, principal stockholders and their affiliates will continue to exercise 

significant influence after this offering. 

   
● We have broad discretion in how we use the proceeds of this offering and may not use these proceeds 

effectively. 

   
● We are a smaller reporting company, and we cannot be certain whether the reduced reporting requirements 

applicable to smaller reporting companies will make our common stock less attractive to investors. 

   
● Anti-takeover provisions in our charter documents and under Florida law could discourage, delay or prevent 

a change in control of us and may affect the trading price of our common stock. 

  

Corporate Information 

  

We were originally organized in May 2004 as a Florida limited liability company under the name of Safety Quick 

Light, LLC. We converted to a Florida corporation on November 6, 2012 and, effective August 12, 2016, we changed 

our name from “Safety Quick Lighting & Fans Corp.” to “SQL Technologies Corp.” We currently do business as 

“Sky Technologies.” Our principal executive offices are located at 11030 Jones Bridge Road, Suite 206, Johns Creek, 

Georgia 30022, and our telephone number is (770) 754-4711. Our website can be found at www.skyplug.com. The 

information contained in or accessible from our website is not incorporated into this prospectus, and you should not 

consider it part of this prospectus. We have included our website address in this prospectus solely as an inactive textual 

reference. 

  

 

 

15 

  

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  

The Offering  

  

The summary below describes the principal terms of this offering. The “Description of Capital Stock” section of this 

prospectus contains a more detailed description of our common stock. 

  

Common stock offered by us 
  
             shares of our common stock (or         shares if the underwriters exercise their 

option in full)  

      

Initial public offering price   $               per share 

      

Underwriters’ over-allotment 

option 
  

We have granted the underwriters an option for a period of 30 days from the date of 

this prospectus to purchase up to an additional            shares of our common stock 

from us at the initial public offering price less underwriting discounts and 

commissions to cover over-allotments, if any. 

      

Common stock to be 

outstanding immediately after 

this offering 

  

                 shares (or                  shares if the underwriters’ option to purchase 

additional shares of our common stock from us is exercised in full)(1) 



      

Use of proceeds 

  

We estimate that the net proceeds from the sale of shares of our common stock in this 

offering will be approximately $         million (or approximately $         million if the 

underwriters’ option to purchase additional shares of our common stock from us is 

exercised in full), based on the assumed initial public offering price of $          per 

share, which is the midpoint of the estimated offering price range set forth on the 

cover page of this prospectus, and after deducting estimated underwriting discounts 

and commissions and estimated offering expenses payable by us. 

      

  
  
We intend to use the net proceeds of this offering for general corporate purposes. See 

“Use of Proceeds.” 

      

Dividend policy 

  

We have never declared or paid any cash dividends on our common stock. Holders 

of our Series A Preferred Stock (as defined below) receive interest payments 

quarterly, at a rate of 6% per year, and rank senior with respect to interest on junior 

securities, dividends, distributions or liquidation preference. We anticipate that we 

will retain any earnings to support operations and to finance the growth and 

development of our business. Accordingly, we do not expect to pay cash dividends 

on our common stock in the foreseeable future. 

      

Risk factors 

  

Investing in our common stock involves a high 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 shares of our common stock. 

      

Proposed listing 

  

We intend to apply to list our common stock for trading on The Nasdaq Stock Market 

LLC (“Nasdaq”) under the symbol “             .” We cannot assure you that our 

application will be approved. 

      

Proposed trading symbol   “         ” 

       
(1) In this prospectus, except as otherwise indicated, the number of shares of our common stock that will be 

outstanding immediately after this offering and the other information based thereon: 

   
● assumes an initial public offering price of $         per share of common stock, which is the midpoint 

of the estimated public offering price range set forth on the cover page of this prospectus; 
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● assumes the conversion of all of our Series A Convertible Preferred Stock, no par value (“Series A 

Preferred Stock”), into                             shares of common stock in connection with the closing of 

this offering (the “Preferred Stock Conversion”); 

   
● assumes no exercise by the underwriters of their option to purchase up to an 

additional                       shares of our common stock from us in this offering to cover over-

allotments, if any; 

   
● assumes no exercise of the underwriters’ warrant; and 

   
● excludes: 

  



 
○                      shares of common stock issuable upon the exercise of warrants to purchase 

common stock that were exercisable and outstanding as of                      ,            at a 

weighted average exercise price of $            per share; 

   
○                      shares of common stock issuable upon the conversion of $                      of 

convertible notes outstanding as of                      ,             that convert at $            per share; 

   
○                      shares of common stock issuable upon the exercise of stock options 

outstanding as of                      ,            under our 2015 Stock Incentive Plan (the “2015 

Plan”) and the 2018 Stock Incentive Plan, as amended and restated (the “2018 Plan” and, 

together with the 2015 Plan, the “Incentive Plans”), at a weighted average exercise price 

of $           per share; 

   
○                      shares of common stock reserved for future issuance as 

of                      ,            under the 2018 Plan; and 

   
○                      shares of common stock issuable upon exercise of stock options outstanding 

as of                      ,            issued outside of the Incentive Plans. 
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SUMMARY FINANCIAL DATA 

  

You should read the following summary financial data together with our financial statements and the related notes 

appearing elsewhere in this prospectus and the “Management’s Discussion and Analysis of Financial Condition and 

Results of Operations” section of this prospectus. We have derived the statement of operations data for the years 

ended December 31, 2020 and 2019 from our audited financial statements appearing elsewhere in this prospectus. 

We have derived the condensed statement of operations data for the six months ended June 30, 2021 and 2020 and 

the condensed balance sheet data as of June 30, 2021 from our unaudited condensed interim financial statements 

appearing elsewhere in this prospectus. The unaudited interim condensed financial statements have been prepared 

on the same basis as our audited financial statements and reflect, in the opinion of management, all adjustments of a 

normal, recurring nature that are necessary for a fair statement of the financial information included in those 

unaudited interim condensed financial statements. Our historical results are not necessarily indicative of the results 

that may be expected the future, and our results for any interim period are not necessarily indicative of results that 

may be expected for any full year. 

  

          (unaudited)   

    Year Ended December 31,     Six Months Ended June 30,   

Consolidated Statements of Operations 

Data   2020     2019     2021     2020   

Revenue   $ 258,376     $ 3,809,752     $ 99,795     $ 209,171   

Cost of Sales     (503,033 )     (3,549,030 )     (101,646 )     (441,140 ) 

Gross Profit (Loss)     (244,657 )     260,722       (1,851 )     (231,969 ) 

Selling, general and administrative expenses     8,635,011       16,483,480       1,768,421       2,892,601   

Depreciation and amortization     106,309       107,241       42,062       46,515   

Total operating expenses     8,741,320       16,590,721       1,810,483       2,939,116   

Loss from Operations     (8,985,977 )     (16,329,999 )     (1,812,334 )     (3,171,085 ) 

Other Income / (Expense)                                 

Interest expense     (515,515 )     (490,626 )     (281,141 )     (245,977 ) 

Other income, SBA Loan forgiveness     257,468       —       —       —   

Gain on exchange     408       726       7,886       (559 ) 



Gain on debt forgiveness (license)     —       49,706       —       —   

Interest income     1,511       17,494       35       1,191   

Total other income (expense), net     (256,128 )     (422,700 )     (273,220 )     (245,345 ) 

                                  

Net income (loss) including noncontrolling 

interest     (9,242,105 )     (16,752,699 )     (2,085,554 )     (3,416,430 ) 

Less net loss attributable to noncontrolling 

interest     —       —       —       —   

Preferred dividends     130,206       130,206       65,103       65,103   

Net income (loss) attributed to common 

shareholders   $ (9,372,311 )   $ (16,882,905 )   $ (2,150,657 )   $ (3,481,533 ) 

                                  

Net Income (Loss) per share - basic and 

diluted   $ (0.14 )   $ (0.29 )   $ (0.03 )   $ (0.03 ) 

                                  

Weighted average number of common shares 

outstanding during the year – basic and 

diluted     62,880,875       57,964,073       64,705,049       62,927,866   

  

    

(unaudited) 

As of June 30, 2021   

Consolidated Balance Sheet Data   Actual     Pro Forma(2)     

Pro Forma As 

Adjusted(3)(4)   

Cash   $ 3,159,691     $                  $                        

Working capital(1)     1,362,778                   

Total assets     4,659,048                   

Total liabilities     12,776,135                   

Total redeemable convertible preferred stock     3,314,233                   

Accumulated deficit     (70,560,685 )                 

Total (deficit) equity     (11,431,320 )                 
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(1) We define working capital as current assets less current liabilities. See our financial statements appearing 

elsewhere in this prospectus for further details regarding our current assets and current liabilities. 

   
(2) Pro forma balance sheet data give effect to the Preferred Stock Conversion into an aggregate 

of                         shares of common stock prior to the completion of this offering. 

   
(3) The pro forma as adjusted balance sheet data give further effect to the issuance and sale of                shares 

of common stock in this offering at an assumed initial public offering price of $                     per share, which 

is the midpoint of the price range set forth on the cover page of this prospectus, after deducting estimated 

underwriting discounts and commissions and estimated offering expenses payable by us. 

   
(4) The pro forma as adjusted information discussed above is illustrative only and will change based on the actual 

initial public offering price and other terms of this offering determined at pricing. A $1.00 increase (decrease) 

in the assumed initial public offering price of $                       per share, which is the midpoint of the price 

range set forth on the cover page of this prospectus, would increase (decrease) the pro forma as adjusted 

amount of each of cash, working capital, total assets and total deficit by $                      , assuming that the 

number of shares offered by us, as set forth on the cover page of this prospectus, remains the same and after 

deducting estimated underwriting discounts and commissions and estimated offering expenses payable by 



us. Similarly, an increase (decrease) of 1,000,000 shares in the number of shares offered by us, as set forth 

on the cover page of this prospectus, would increase (decrease) the pro forma as adjusted amount of each of 

cash, working capital, total assets and total stockholders’ deficit by $                      , assuming no change in 

the assumed initial public offering price of $                       per share, the midpoint of the price range set forth 

on the cover page of this prospectus, and after deducting estimated underwriting discounts and commissions 

and estimated offering expenses payable by us. 
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RISK FACTORS 

  

Investment in our common stock involves a high degree of risk and uncertainty. You should carefully consider each 

of the risks and uncertainties described below before you decide to buy our common stock. You should also refer to 

the other information in this prospectus, including our financial statements and related notes. If any of the following 

risks and uncertainties materializes, our business, financial condition, liquidity and results of operations could be 

materially and adversely affected. This could cause the trading price of our common stock to decline, and you could 

lose all or part of your investment. You should not interpret the disclosure of any risk factor to imply that the risk has 

not already materialized. 

  

Risks Related to Our Business  

  

We have a limited operating history, and our business has evolved, which makes it difficult to predict our future 

operating results. In addition, we have incurred net losses since inception, and we cannot assure you that we will 

ever generate sustainable revenue.  

  

We are in the early stage of our business and have incurred net losses since inception. We have a limited operating 

history upon which you can evaluate our potential for future success, and we are subject to the additional risks affecting 

early-stage businesses. In addition, in recent years, we shifted our business strategy to transition to smart products and 

technologies; accordingly, our revenue has decreased since 2018 as we sell through our existing inventory of 

discontinued products to facilitate our business transition. 

  

As a result of our limited operating history and recent changes to our business strategy, our ability to forecast our 

future operating results is limited and subject to a number of uncertainties, including our ability to plan for and model 

our future growth. It is difficult to predict our future revenues and appropriately budget for our expenses, and we may 

have limited insight into trends that may emerge and affect our business. Rather than relying on historical information, 

financial or otherwise, to evaluate us, you should evaluate us in light of your assessment of the growth potential of 

our business and the expenses, delays, uncertainties and complications typically encountered by early-stage 

businesses, many of which will be beyond our control. We are subject to the substantial risk of failure facing businesses 

seeking to develop and commercialize new products and technologies. Early-stage businesses in rapidly evolving 

markets commonly face risks, such as the following: 

   
● unanticipated problems, delays and expenses relating to the development and implementation of their 

business plans; 

   
● operational difficulties; 

   
● lack of sufficient capital; 

   
● competition from more advanced enterprises; and 

   
● uncertain revenue generation. 

  



In addition, the duration and extent of the impact of the COVID-19 pandemic on our business and industry are 

uncertain and introduce additional uncertainty to our forecasts of future operating results. If our assumptions regarding 

these risks and uncertainties are incorrect or change due to changes in our industry, or if we do not address these risks 

successfully, our operating and financial results could differ materially from our expectations and our business could 

suffer. 

  

We have a history of operating losses and will likely incur losses in the future as we continue our efforts to transition 

our product lines, achieve our strategic initiatives, grow our business and streamline our operations at a profitable 

level. 

  

We have incurred substantial losses in the past and reported net losses from operations of approximately $1.8 million 

for the six months ended June 30, 2021, and approximately $9.0 million and $16.3 million for the years ended 

December 31, 2020 and 2019, respectively. As of June 30, 2021, we had an accumulated deficit of approximately 

$70.6 million and cash and cash equivalents of approximately $3.2 million, compared to an accumulated deficit of 

approximately $68.4 million and cash and cash equivalents of approximately $2.3 million as of December 31, 2020. 
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We cannot assure you that we can achieve or sustain profitability in the future. In order for us to operate our business 

profitably, we need to successfully launch and market our new products and technologies, grow our sales, maintain 

cost control discipline while balancing development of our enhanced “all-in-one” smart platform and potential long-

term revenue growth, continue our efforts to reduce product cost, drive operating efficiencies and develop and execute 

our key strategic initiatives. Our planned expense levels are, and will continue to be, based in part on our expectations, 

which are difficult to forecast accurately based on our stage of development and factors outside of our control. 

Developing and marketing our products and technologies is costly, and we anticipate our costs will increase in the 

future as we continue to invest in our research and development efforts and make additional expenditures to develop 

and market our products and technologies, including new features, integrations, capabilities and enhancements. Our 

expenditures may not result in improved business results or profitability over the long term, and our expenses may be 

greater than we anticipate, including due to, among other things, an increase in legal risk from the use of our products 

and technologies due to evolving laws, regulations or standards, an inability to timely and cost-effectively introduce 

successful smart products and other products and technologies, a security incident or our failure, for any reason, to 

continue to capitalize on growth opportunities. In addition, we may be unable to adjust spending in a timely manner 

to compensate for any unexpected developments. There is a risk that our strategy to operate profitably may not be as 

successful as we envision or occur as quickly as we expect. We may not achieve our business objectives, and the 

failure to achieve such goals would have an adverse impact on us. To the extent that our revenues do not increase 

commensurately with our costs, our business, operating results and financial condition will be materially and adversely 

affected. 

  

We anticipate that we will require additional financing in the near-term, and if our operations do not achieve, or we 

experience an unanticipated delay in achieving, our intended level and pace of profitability, we will continue to need 

additional funding, which may not be available on favorable terms, or at all, and could require us to sell certain assets 

or discontinue or curtail our operations. 

  

We expect to derive substantially all of our revenue from a portfolio of related products and technologies; if we 

cannot successfully launch our products or further develop them to include additional features, or our products 

and technologies fail to satisfy customer demands or achieve widespread market acceptance, our business, 

operating results, financial condition, and growth prospects would be adversely affected. 

  

We expect to derive substantially all of our revenue from smart products incorporating our “plug and play” 

technologies. Our ability to launch our smart products and obtain market acceptance of, and grow market demand for, 

our products and technologies is critical to our success. We may not be able to launch or manufacture our products 

and technologies in a timely manner, within budget or in a manner that gains market acceptance. The failure to 



successfully produce an all-in-one smart platform would result in the loss of a substantial amount of investment 

dollars. In addition, we are developing an enhanced smart platform, which will take management’s time and attention 

away from other opportunities. A failure to successfully develop this enhanced platform could result in a material 

adverse impact on our business. 

  

In addition, we have no experience in manufacturing our smart products. We may be unable to develop efficient, cost-

efficient manufacturing capability and processes or obtain reliable sources of component supplies that will enable us 

to meet our quality, price, design and production standards, as well as the production volumes, required to successfully 

mass market our products and technologies. These are complex processes that may be subject to delays, cost overruns 

and other unforeseen issues. Any failure to develop such manufacturing capabilities and processes within our projected 

costs and timelines could stunt our growth and impair our ability to produce, market, service and sell our products and 

technologies successfully. 

  

Even if we are able to bring our smart products and technologies to market on our projected timeline and on budget, 

there can be no assurance that consumers will embrace our smart products and technologies in significant numbers. 

Until the time that the smart products are commercially available for purchase and we are able to scale up our 

marketing function to support sales, there will be uncertainty as to customer demand for our smart products and 

technologies. There is significant uncertainty regarding demand for our smart products and technologies and the sales 

that we will be able to achieve. Further, demand for our products and technologies will be affected by a number of 

factors, many of which are beyond our control, such as our ability to obtain market acceptance; the development and 

acceptance of new features, integrations and capabilities for our products and technologies; the timing of development 

and release of competing new products and technologies; consumer preferences; the perception of ease of use, 

reliability and security of our products and technologies; price or product changes by us or our competitors; 

technological changes and developments within the markets we serve; developments in data privacy regulations; 

growth, contraction and rapid evolution of our market; and general economic conditions and trends. 
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If we are unable to successfully release our smart products and technologies, enhance their capabilities, meet demands 

of our customers or trends in preferences or achieve widespread market acceptance of our products and technologies, 

our business, results of operations and financial condition could be harmed. Changes in preferences of users may have 

a disproportionately greater impact on us than if we offered a wider variety of products. In addition, competitors may 

develop or acquire their own products or technologies, and people may continue to rely on traditional products and 

technologies or existing smart home products, which would reduce or eliminate the demand for our products. If 

demand declines for any of these or other reasons, our business could be adversely affected. 

  

We invest significantly in research and development, and to the extent our research and development investments 

are not directed efficiently or do not result in material enhancements to our products and technologies, our business 

and results of operations would be harmed. 

  

A key element of our strategy is to invest significantly in our research and development efforts to enhance the features, 

functionality, performance and ease of use of our products and technologies to address additional applications that 

will broaden the appeal of our products and technologies and facilitate their broad use. Our ability to conduct research 

and development activities as planned may also be negatively impacted by our remote work environment adopted as 

a result of the COVID-19 pandemic. Moreover, research and development projects can be technically challenging and 

expensive. As a result of the nature of research and development cycles, there will be delays between the time we 

incur expenses associated with research and development activities and the time we are able to offer compelling 

enhancements to our products and technologies and generate revenue, if any, from those activities. 

  

Our research and development efforts remain subject to all of the risks associated with the development of new 

products and technologies based on emerging and innovative technologies, including, for example, unexpected 

technical problems or the possible insufficiency of funds for completing development. If we expend a significant 



amount of resources on research and development efforts that do not lead to the successful introduction of new 

products, functionality or improvements that are competitive in our current or future markets, our business and results 

of operations will suffer. If technical problems or delays arise, further improvements in our products and technologies 

and the introduction of future products or technologies could be adversely impacted, we could incur significant 

additional expenses, and the business may fail. 

  

If we are unable to introduce new features or services successfully, make enhancements to our products and 

technologies or fail to integrate our products and technologies with a variety of third-party technologies, our 

business and results of operations could be adversely affected. 

  

Our ability to attract customers and increase revenue depends in part on our ability to enhance and improve our 

products and technologies and to introduce new features and services. To grow our business and remain competitive, 

we must continue to enhance our products and technologies with features that reflect the constantly evolving nature 

of technology and our customers’ evolving needs. The success of new products, technologies, enhancements and 

developments depends on several factors, including, but not limited to: our anticipation of market changes and 

demands for product features, adequate quality testing, integration of our products and technologies with existing 

technologies and applications and updates to integrate new technologies and applications, sufficient customer demand, 

cost effectiveness in our product development efforts and the proliferation of new technologies that are able to deliver 

competitive products, technologies and services at lower prices, more efficiently, more conveniently or more securely. 
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In addition, because we intend for our smart products to operate with a variety of systems, applications, data and 

devices, we will need to continuously modify and further upgrade our products and technologies to keep pace with 

changes in such systems. We may not be successful in developing these modifications and enhancements. 

Furthermore, the addition of features and solutions to our products and technologies will increase our research and 

development expenses. Any new features that we develop may not be introduced in a timely or cost-effective manner 

or may not achieve the market acceptance necessary to generate sufficient revenue to justify the related expenses. It 

is difficult to predict customer adoption of new features. Such uncertainty limits our ability to forecast our future 

results of operations and subjects us to a number of challenges, including our ability to plan for and model future 

growth. If we cannot address such uncertainties and successfully develop new features, enhance our products and 

technologies or otherwise overcome technological challenges and competing technologies, our business and results of 

operations could be adversely affected. 

  

We have experienced, and may in the future experience, delays in the planned release dates of our products and 

technologies and enhancements to our products and technologies. Delays could result in adverse publicity, loss of 

sales or delay in market acceptance of our products and technologies, any of which could cause us to lose existing 

customers or impair our ability to attract new customers. In addition, the introduction of new products and services by 

competitors or the development of entirely new technologies to replace existing offerings could make our products 

and technologies obsolete or adversely affect our ability to compete. Any delay or failure in the introduction of 

enhancements, functionality or infrastructure developments could harm our business, results of operations and 

financial condition. 

  

Some of our products and technologies are intended to be integrated with a variety of third-party technologies and 

applications, and we will need to continuously modify and improve such products and technologies to adapt to changes 

in such integrated technologies and applications. Third-party services and products are constantly evolving, and we 

may not be able to modify our products and technologies to be compatible with that of other third parties. In addition, 

some of our competitors may be able to disrupt the operations or compatibility of our products and technologies with 

their products or services. Should any of our competitors modify their products, technologies or standards in a manner 

that degrades the functionality of our products and technologies or gives preferential treatment to competitive 

products, technologies or services, whether to enhance their competitive position or for any other reason, the 

interoperability of our products and technologies with these products and/or technologies could decrease, and our 



business, results of operations and financial condition would be harmed. If we are not permitted or able to integrate 

with these and other third-party products, technologies and applications in the future, our business, results of 

operations and financial condition would be harmed. Further, any undetected errors or defects in third-party 

technologies or applications, or cybersecurity threats or attacks related to such technologies or applications, could 

impair the functionality of our products and technologies, result in increased costs and injure our reputation. Any 

failure of our products and technologies to operate effectively with existing or future technologies, or any failure of a 

third-party cloud infrastructure partner to support one or more of the features of our products and technologies, could 

cause customer dissatisfaction and reduce the demand for our products and technologies, resulting in harm to our 

business. In addition, because some of products and technologies will be cloud-based, we need to continually enhance 

and improve our products and technologies to keep pace with changes in internet-related hardware, software, 

communications and database technologies and standards. Any failure of our products and technologies to operate 

effectively with future hardware or software technologies, or to comply with new industry standards, could reduce the 

demand for our products and technologies and harm our business, results of operations, and financial condition. 

  

Our smart products and technologies will depend in part on access to third-party platforms or technologies, and if 

any such access is withdrawn, denied, or is not available on terms acceptable, or if the platforms or technologies 

change without notice, our business and operating results could be adversely affected. 

  

With the growth of mobile devices and personal voice assistants, cloud services and artificial intelligence, the number 

of supporting platforms has grown, and with it the complexity and increased need for us to have business and 

contractual relationships with the platform owners in order to produce products and technologies compatible with 

these platforms and enable access to and use of these platforms with our products and technologies. Our products 

strategy includes the sale of smart products and technologies controlled by a mobile application and designed for use 

with third-party platforms or software, such as iPhone, Android phones, Google Assistant and Amazon Alexa. Our 

ability to market such products and technologies will rely on our access to the platforms of third parties, some of 

which may be our competitors. Platform owners that are competitors may limit or decline access to their platforms, 

and in any case have a competitive advantage in designing products and technologies for their own platforms and may 

produce products and technologies that work better, or are perceived to work better, than our products and technologies 

in connection with those platforms. As we expand the number of platforms and software applications with which our 

products and technologies are compatible, we may not be successful in fully integrating the capabilities of those 

platforms or software applications and/or we may not be successful in establishing strong relationships with the new 

platform or software owners, which could negatively impact our ability to develop and produce our products and 

technologies. We may otherwise fail to navigate various new relationships, which could adversely affect our 

relationships with existing platform or software owners. 
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Any access to third-party platforms may also require paying a royalty or licensing fee, which would lower our product 

margins, or may otherwise be on terms that are not acceptable to us. In addition, the third-party platforms or 

technologies used to interact with our products and technologies can be delayed in production or can change without 

prior notice to us, which could result in our having bugs or defects in our products and technologies. 

  

If we are unable to access third-party platforms or technologies, or if our access is withdrawn, denied or is not available 

on terms acceptable to us, or if the platforms or technologies are delayed or change without notice to us, our business 

and operating results could be adversely affected. 

  

If we fail to maintain and improve our methods and technologies, or anticipate new methods or technologies, for 

data collection, organization and cleansing, competing products and services could surpass ours in depth, breadth 

or accuracy of our insights or in other respects. 

  

Current or future competitors may seek to develop new methods and technologies for more efficiently gathering, 

cataloging or updating business information, which could allow a competitor to create a product comparable or 



superior to ours, or that takes substantial market share from us or that creates or maintains databases to produce insights 

at a lower cost than we experience. We can expect continuous improvements in computer hardware, network operating 

systems, programming tools, programming languages, operating systems, data matching, data filtering, data analysis 

tools and other technologies and the use of the internet. These improvements, as well as changes in customer 

preferences or regulatory requirements, may require changes in the technology used to gather and process our data. 

Our future success will depend, in part, upon our ability to: 

   
● internally develop and implement new and competitive technologies; 

   
● use leading third-party technologies effectively; and 

   
● respond to advances in data collection and cataloging and creating insights. 

  

If we fail to respond to changes in data technology and analysis to create insights, competitors may be able to develop 

solutions that will take market share from us, and the demand for our solutions, the delivery of our solutions or our 

market reputation could be adversely affected. 

  

If our smart products and technologies are not compatible with some or all leading third-party internet of things 

(“IoT”) products and protocols, we could be materially adversely affected. 

  

A core part of our product strategy is the creation of products and technologies with interoperability with third-party 

IoT products and protocols. Our products and technologies are intended to seamlessly integrate with third-party IoT 

products and protocols. If these third parties were to alter their products, we could be adversely impacted if we fail to 

timely create compatible versions of our products and technologies, and such incompatibility could negatively impact 

the adoption of our products and technologies. A lack of interoperability could also result in significant redesign costs, 

and harm relations with our customers. Further, the mere announcement of an incompatibility problem relating to our 

products and technologies could materially adversely affect our business, results of operations and financial condition. 
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In addition, to the extent our competitors supply products and technologies that compete with our own, it is possible 

these competitors could design their technologies to be closed or proprietary systems that are incompatible with our 

products and technologies or work less effectively with our products and technologies than their own. As a result, end-

users may have an incentive to purchase products that are compatible with the products and technologies of our 

competitors over our products and technologies. 

  

The success of our business, and our ability to achieve our desired revenue and profitability goals, depends on our 

ability to develop, expand and successfully manage our operations and effectively and timely develop and 

implement our strategic business initiatives. 

  

Our success depends on our ability to design products and technologies popular with customers and consumers, 

effectively market our products and technologies, effectively manufacture our products and successfully manage our 

operations, as well as our ability to develop and execute our strategic business initiatives. Our ability to successfully 

accomplish these objectives will depend upon a number of factors, including the following: 

   
● signing with strategic distribution partners with established retail and wholesale relationships; 

   
● the continued development of our business; 

   
● the hiring, training and retention of competent personnel; 

   
● the ability to generate customer demand; 



   
● the ability to enhance our operational, financial and management systems; 

   
● the availability of adequate financing; 

   
● competitive factors; and 

   
● general economic and business conditions. 

  

In addition, our ability to achieve our desired revenue and profitability goals depends on how effectively and timely 

we execute on our key strategic initiatives, including development of an enhanced smart platform, and develop and 

implement new strategic business initiatives. Our current key strategic initiatives include the following: 

   
● successfully launching our smart products and technologies; 

   
● executing and marketing our products and technologies to both industry and retail customers, such as real 

estate developers and individuals who desire safer lighting fixtures and smart home capabilities; 

   
● continuing our product innovation; 

   
● leveraging our products and technologies to support IoT applications, including integrations with third-party 

applications; and 

   
● improving our distribution sales channels. 

  

We also may identify and pursue strategic acquisition candidates that would help support these initiatives. 

  

Developing and implementing various strategic business initiatives requires us to incur additional expenses and capital 

expenditures and also requires management to divert a portion of its time from day-to-day operations. These expenses 

and diversions could have a significant impact on our operations and profitability and could lead to weaknesses in our 

infrastructure, operational mistakes, loss of business opportunities, loss of employees and reduced productivity among 

remaining employees. There can be no assurance that we will be able to successfully implement these or future 

initiatives or, even if implemented, that they will result in the anticipated benefits to our business. Moreover, if we are 

unable to implement an initiative in a timely manner, or if any initiatives are ineffective or are executed improperly, 

our business and operating results would be adversely affected. 
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As we evolve our business strategy to focus on our smart products and technologies, our results of operations, 

financial condition and cash flows may be materially adversely affected. 

  

Our future growth and profitability are tied in part to our ability to successfully bring to market new and innovative 

smart products and technologies. We have evolved our business strategy to focus on producing smart products and 

technologies using our “plug and play” technologies. This expansion of our products and technologies also includes 

pursuing projects to develop recurring revenue streams, such as subscription services. We have invested, and plan to 

continue to invest, significant time, resources and capital into expanding our products and technologies with no 

expectation that they will provide material revenue in the near term and without any assurance they will succeed or 

be profitable. In fact, these efforts have reduced our profitability, and will likely continue to do so, at least in the near 

term. Moreover, as we continue to explore, develop and refine our smart products and technologies, we expect that 

market preferences will continue to evolve, and, accordingly, our products and technologies may not generate 

sufficient interest by end-user customers, and we may be unable to compete effectively with existing or new 

competitors, generate significant revenues or achieve or maintain acceptable levels of profitability. 



  

Additionally, our experience providing smart technology is limited. If we do not successfully execute our strategy or 

anticipate the needs of our customers, our credibility as a provider of smart home solutions could be questioned, and 

our prospects for future revenue growth and profitability may never materialize. 

  

If we fail to successfully launch our smart products and technologies or manage and maintain our evolving business 

strategy, our future revenue growth and profitability would likely be limited and our results of operations, financial 

condition and cash flows would likely be materially adversely affected. 

  

We may need to raise additional financing to support our operations, but we cannot provide any assurance that we 

will be able to obtain additional financing on terms favorable to us, or at all. If we are unable to obtain additional 

financing to meet our needs, our operations may be adversely affected or terminated. 

  

We have limited financial resources, and we expect that our evolving strategy and expansion of business activities 

will require additional working capital, as we likely will not generate sufficient cash flows from our operations to 

sustain our operations or to allow us to effectively develop our smart products and technologies or pursue our strategic 

initiatives. We are currently generating revenue partially from sales of our discontinued inventory. We expect that the 

release of our new smart products and technologies will require working capital to finish product development and 

manufacturing, and support market release and provide technical customer support upon its commercial release. 

  

In the future, we will likely need to seek additional equity or debt financing to provide for our working capital needs. 

There can be no assurance that we will obtain funding on acceptable terms, in a timely fashion or at all. Obtaining 

additional financing contains risks, including: 

   
● additional equity financing may not be available to us on satisfactory terms, and any equity we are able to 

issue could lead to dilution for current stockholders and have rights, preferences and privileges senior to our 

common stock; 

   
● loans or other debt instruments may have terms and/or conditions, such as interest rates, restrictive covenants 

and control or revocation provisions, that are not acceptable to management or our board of directors; 

   
● debt financing increases expenses, and we must repay the debt regardless of our operating results; and 

   
● our ability to obtain additional capital may be adversely impacted by factors beyond our control, such as the 

market demand for our securities, the state of financial markets generally and other relevant factors, including 

potential worsening global economic conditions resulting from the ongoing COVID-19 pandemic and any 

disruptions to, or volatility in, the credit and financial markets in the United States and worldwide that arise 

from the pandemic. 
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As of June 30, 2021 and December 31, 2020, we had approximately $3.2 million and $2.3 million in cash and cash 

equivalents, respectively. As we develop our revenue base, we have raised additional funds through the sale of our 

common stock and issuance of debt. We believe that our sources of liquidity and capital will be sufficient to finance 

our continued operations for at least the next 12 months. For additional information regarding our financing 

arrangements, see the “Liquidity and Capital Resources” heading in the “Management’s Discussion and Analysis” 

section of this prospectus. In addition, a significant stockholder of the Company has provided a letter of financial 

support to the Company. 

  

If we fail to obtain required additional financing to sustain our business before we are able to produce levels of revenue 

to meet our financial needs, we may be unable to continue to develop our business activities to achieve our objectives 

or may need to delay, scale back or eliminate our business plan and further reduce our operating costs, each of which 



would have a material adverse effect on our business, future prospects and financial condition. A lack of additional 

financing could also result in our inability to continue as a going concern and force us to sell certain assets or 

discontinue or curtail our operations and, as a result, our investors could lose their entire investment. 

  

We face risks associated with financing our operations related to our debt financing. 

  

We are subject to the normal risks associated with debt financing, including the risk that our cash flow will be 

insufficient to meet required payments of principal and interest and the risk that we will not be able to renew, repay 

or refinance our debt when it matures or that the terms of any renewal or refinancing will not be as favorable as the 

existing terms of that debt. In addition, to the extent that we are unable to pay our obligations under our secured 

promissory note with Nielsen & Bainbridge, LLC (“NBG”) or the U.S. Small Business Administration (the “SBA”), 

or any other outstanding secured debt, the creditor could proceed against any or all of the collateral securing our 

indebtedness to it. 

  

We also have received loan proceeds under the Paycheck Protection Program (the “PPP”). A portion of the PPP1 Loan 

(as defined below) was forgiven. While we have requested forgiveness of the PPP2 Loan (as defined below), we have 

not yet received a reply to our request. We can provide no assurances that we will be able to obtain forgiveness of all 

or any portion of the PPP2 loan. In addition, the U.S. Small Business Administration may audit our loan forgiveness 

applications and further examine our eligibility for forgiveness, including the facts and circumstances existing at the 

time the loans were made. We can provide no assurances that any loan forgiven will not require repayment following 

an audit by the SBA. 

  

The success of our business depends on the market acceptance of products with our proprietary technology and 

our ability to respond to rapidly changing technology and customer demands. 

  

Our future success depends on the market acceptance of our proprietary safe and smart products and technologies. If 

we are unable to convince current and potential customers of the advantages of our products and technologies, or we 

are unable to adapt to technological advances, anticipate customer demands and develop new capabilities for our 

products and technologies, then our ability to market and sell our products and technologies will be limited. If the 

market for our products and technologies does not develop, if we are unable to adapt new or enhanced products and 

technologies to emerging industry standards, or if the market does not accept our products and technologies, then our 

ability to grow our business could be limited. In addition, we may experience technical or other difficulties that could 

delay or prevent the development, introduction or marketing of our products and technologies. 

  

We are subject to risks related to health epidemics and pandemics, including the ongoing COVID-19 pandemic, 

which could adversely affect our business, prospects, financial condition, and results of operations. 

  

We face various risks related to public health issues, including epidemics, pandemics and other outbreaks, such as the 

ongoing COVID-19 pandemic. The effects and potential effects of the COVID-19 pandemic, including, but not limited 

to, its impact on general economic conditions, trade and financing markets, changes in customer behavior and 

continuity in business operations creates significant uncertainty. In addition, the COVID-19 crisis may cause an 

increase in costs resulting from our efforts to mitigate the effects of COVID-19, delays in our schedule to develop and 

release products of our smart products and technologies and disruptions to our supply chain and difficulties in 

procuring required components or manufacturing capability, among other negative effects. 
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The pandemic has resulted in government authorities implementing many measures to contain the spread of COVID-

19, including travel bans and restrictions, quarantines, shelter-in-place and stay-at-home orders, and business 

shutdowns. These measures may be in place for a significant period of time and may be reinstituted if conditions 

deteriorate, which could adversely affect our product development and launch plans. Measures that have been relaxed 

may be re-implemented if COVID-19 continues to spread. For instance, we temporarily closed our offices and had 



personnel work remotely to the extent possible and may be required to do so again in the future, which could cause 

further delay in the development and/or release of our smart products and technologies. In addition, employees and 

contractors working remotely may not have the resources available to enable them to maintain the same level of 

productivity and efficiency, and increased reliance on remote access to our information systems increases our exposure 

to potential cybersecurity threats. Further, our sales and marketing activities have been, and may continue to be, 

adversely affected by the inability to conduct in-person sales activities, meetings, events and conferences, which has, 

and may in the future, negatively impacted our financial performance. If our workforce is unable to work effectively, 

including due to illness, quarantines, government actions or other restrictions in connection with COVID-19, our 

operations will be adversely affected. 

  

The extent to which the COVID-19 pandemic may affect our business will depend on continued developments, 

including the duration of the pandemic and the extent of any resurgences in cases across the United States, the timing 

and availability of effective medical treatments and vaccines, the impact on capital and financial markets and the 

related impact on consumer confidence and spending, all of which are uncertain and cannot be predicted. Even if the 

COVID-19 pandemic subsides, we may continue to suffer an adverse impact on our business due to the global 

economic effect of the pandemic, including any economic recession that has occurred or may occur in the future. 

Additionally, many of the risk factors disclosed in this prospectus have been, and we anticipate will continue to be 

further, heightened or exacerbated by the impact of the COVID-19 pandemic. 

  

We operate in a highly competitive industry, and if we are unable to compete successfully, our business may be 

adversely affected. 

  

Our products and technologies face strong competition from manufacturers and distributors of lighting and ceiling fan 

manufacturers, as well as, with respect to our smart products and technologies, from manufacturers and distributors 

of products addressing certain smart technologies, features or markets for the home and office worldwide. In order to 

remain competitive, we need to invest in research and development and marketing. Many of our competitors have 

stronger capitalization than we do, strong existing customer relationships and more extensive engineering, 

manufacturing, sales and marketing capabilities. Competitors’ products and technologies may be more effective, more 

effectively marketed or sold or have lower prices or superior performance features than our products and technologies. 

Competitors could focus their substantial resources on developing competing products and technologies that may be 

potentially more attractive to customers than our products and technologies or offer competitive products and 

technologies at reduced prices in order to improve their competitive positions. We may also face competition from 

other products with existing technologies and from other smart home devices, and consumers may prefer individual 

device solutions that provide more narrowly targeted functionality instead of a more comprehensive integrated smart 

home solution. Any of these competitive factors could make it more difficult for us to attract and retain customers, 

require us to lower our prices in order to remain competitive or reduce our revenue and profitability, any of which 

could have a material adverse effect on our results of operations and financial condition. We may not have available 

sufficient financial or other resources to continue to make investments necessary to maintain our competitive position. 

  

We depend on third parties to provide integrated circuit chip sets and other critical components for use in our 

products. 

  

We do not manufacture the integrated circuit chip sets or other electronic components used in our products. Instead, 

we purchase them from third-party suppliers or rely on third-party independent contractors for these integrated circuit 

chip sets and other critical components, some of which are customized or custom made for us. We also use third 

parties to assemble all or portions of our products. Some of these third-party contractors and suppliers are small 

companies with limited financial resources. If any of these third-party contractors or suppliers were unable or 

unwilling to supply these components, our ability to manufacture our products may decrease. As the availability of 

components decreases, the cost of acquiring those components ordinarily increases. High growth product categories 

such as the consumer electronics and mobile phone markets have experienced chronic shortages of components during 

periods of exceptionally high demand. COVID-19 has also negatively impacted the availability of certain electronic 

components. If we do not properly anticipate the need for or procure critical components, we may pay higher prices 

for those components, our gross margins may decrease and we may be unable to meet the demands of our customers, 

which could reduce our competitiveness, cause a decline in our market share and have a material adverse effect on 

our results of operations. 
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We rely on a limited number of third-party manufacturers to produce our products. We may be unable to achieve 

our growth and profitability objectives if we cannot secure acceptable third-party manufacturers or existing third-

party manufacturer relationships dissolve. In addition, our financial results could be adversely affected if we fail 

to successfully reduce our current or future production costs. 

  

We depend on certain key manufacturers for our current products and plan to continue to rely on such manufacturers 

as we transition to sales of our smart products. If these relationships become strained, our results of operations and 

financial condition could be materially adversely affected. We also cannot predict whether our current or future 

manufacturing arrangements will be able to develop efficient, low-cost manufacturing capabilities and processes that 

will enable us to meet the quality, price, engineering, design and production standards or production volumes required 

to successfully mass market our products. Even if we are successful in developing manufacturing capabilities and 

processes, we cannot provide any assurance that we will do so in time to meet market demand. Our failure to develop 

such manufacturing processes and capabilities, if necessary, in a timely manner could prevent us from achieving our 

growth and profitability objectives. In addition, our results of operations, financial condition and cash flows could be 

materially adversely affected if our third-party manufacturers were to experience problems with product quality, credit 

or liquidity issues, or disruptions or delays in their manufacturing process or delivery of the finished products and 

components or the raw materials used to make such products and components. 

  

We may also need to hire and train a significant number of employees to engage in full-scale commercial 

manufacturing operations. There are various risks and challenges associated with hiring, training and managing a large 

workforce in time for us to commence our planned commercial production and sale of our smart products and 

technologies, including that the workforce will not have experience with manufacturing our smart products and 

therefore will require significant training. 

  

Additionally, a significant portion of our strategy will rely upon our ability to successfully rationalize and improve 

the efficiency of our operations. In particular, our strategy relies on our ability to reduce our production costs in order 

to remain competitive. As there is no historical basis for estimating the demand for our smart products and 

technologies, or our ability to develop, manufacture and deliver our smart products, we may be unable to accurately 

estimate our inventory and production requirements, which would affect our ability to successfully implement cost 

reduction measures. If we overestimate our requirements, we may have excess inventory, which would increase our 

costs. If we underestimate our requirements, our suppliers may have inadequate inventory, which could interrupt the 

manufacture of the smart products and result in delays in shipments and revenues. We may also rely on a limited 

number of suppliers; during the six months ended June 30, 2021, we had two major vendors that accounted for 

approximately 100% of cost of sales and, for the years ended December 31, 2020 and 2019, we had two major vendors 

that accounted for approximately 95% of cost of sales. In addition, lead times for materials and components may vary 

significantly and depend on factors such as the specific supplier, contract terms and demand for each component at a 

given time. If we are unable to successfully implement cost reduction measures, if these efforts do not generate the 

level of cost savings that we expect going forward or result in higher than expected costs, or if we fail to order sufficient 

quantities of components in a timely manner, our business, financial condition, results of operations or cash flows 

could be materially adversely affected. 
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We may acquire other businesses, license rights to technologies or products, form alliances, or dispose of assets or 

operations, which could cause us to incur significant expenses and could negatively affect profitability. 

  



We may pursue acquisitions, technology-licensing arrangements and strategic alliances, or dispose of some of our 

assets or operations, as part of our business strategy. We may not complete these transactions in a timely manner, on 

a cost-effective basis, or at all, and if such transactions are completed, we may not realize the expected benefits. If we 

are successful in completing an acquisition, the products and technologies that are acquired may not be successful or 

may require significantly greater resources and investments than originally anticipated. We may not be able to 

integrate acquisitions successfully into our existing business and could incur or assume significant debt and unknown 

or contingent liabilities. In addition, we may experience diversion of our management’s attention from our existing 

business and initiatives in pursuing such a strategic transaction and could also experience negative effects on our 

reported results of operations from acquisition or disposition-related charges, amortization of expenses related to 

intangibles and charges for impairment of long-term assets. 

  

In addition, if we undertake acquisitions, we may issue dilutive securities, assume or incur debt obligations, incur 

large one-time expenses and acquire intangible assets that could result in significant future amortization expense. 

Moreover, we may not be able to locate suitable acquisition opportunities, and this inability could impair our ability 

to grow or obtain access to technologies or products that may be important to the development of our business. Any 

of the foregoing may materially harm our business, financial condition, results of operations, stock price and prospects. 

  

We may depend upon a limited number of customers in any given period to generate a substantial portion of our 

revenue. 

  

Our industry does not lend to long-term customer contracts, and our dependence on individual key customers can vary 

from period to period as a result of consumer demands, among other variables. As a result, we may experience more 

customer concentration in any given future period. At both June 30, 2021 and December 31, 2020, one customer 

accounted for 100% of our accounts receivable. The loss of, or substantial reduction in sales to, any of our significant 

customers could have a material adverse effect on our results of operations in any given future period. 

  

Our business may become substantially dependent on contracts that are awarded through competitive bidding 

processes. 

  

We may obtain a significant portion of our revenues pursuant to contracts that are subject to competitive bidding, 

including contracts with municipal authorities. Competition for, and negotiation and award of, contracts present varied 

risks, including, but not limited to: 

   
● investment of substantial time and resources by management for the preparation of bids and proposals with 

no assurance that a contract will be awarded to us; 

   
● the requirement to certify as to compliance with numerous laws (for example, socio-economic, small business 

and domestic preference) for which a false or incorrect certification can lead to civil and criminal penalties; 

   
● the need to estimate accurately the resources and cost structure required to service a contract; and 

   
● the expenses and delays that we might suffer if our competitors protest a contract awarded to us, including 

the potential that the contract may be terminated and a new bid competition may be conducted. 

  

If we are unable to win contracts awarded through the competitive bidding process, we may not be able to operate in 

the market for products and services that are provided under those contracts for a number of years. If we are unable to 

consistently win new contract awards over any extended period, or if we fail to anticipate all of the costs and resources 

that will be required to secure and perform such contract awards, our growth strategy and our business, financial 

condition and results of operations could be materially and adversely affected. 

  

30 

  

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  



If we fail to develop our brand, our business may suffer. 

  

We believe that developing and maintaining awareness of our brand is critical to achieving widespread acceptance of 

our products and technologies and is an important element in attracting and retaining customers. Efforts to build our 

brand may involve significant expense and may not generate customer awareness or increase revenue at all, or in an 

amount sufficient to offset expenses we incur in building our brand. Promotion and enhancement of our brand will 

depend largely on our success in being able to provide high quality, reliable and cost-effective products and 

technologies. If customers do not perceive our products and technologies as meeting their needs, or if we fail to market 

our products and technologies effectively, we will likely be unsuccessful in creating the brand awareness that is critical 

for broad customer adoption of our products and technologies. 

  

We sell, or will sell, products and technologies to companies in industries that tend to be extremely cyclical; 

downturns in those industries would adversely affect our results of operations. 

  

The growth and profitability of our business will depend on sales to industries that are subject to cyclical downturns. 

Slowdowns in these industries may adversely affect our sales, which in turn would adversely affect our revenues and 

results of operations. 

  

Our inability to protect our intellectual property, or our involvement in damaging and disruptive intellectual 

property litigation, could adversely affect our business, results of operations and financial condition or result in 

the loss of use of the related product or service. 

  

We attempt to protect our intellectual property rights through a combination of patent, trademark, copyright and trade 

secret laws, as well as third-party nondisclosure and assignment agreements. Our failure to obtain or maintain adequate 

protection of our intellectual property rights for any reason could have a material adverse effect on our business, results 

of operations and financial condition. 

  

We own United States and international patents and patent applications for some of our products, systems, business 

methods and technologies. We offer no assurance about the degree of protection which existing or future patents may 

afford us. Likewise, we offer no assurance that our patent applications will result in issued patents, that our patents 

will be upheld if challenged, that competitors will not develop similar or superior business methods or products outside 

the protection of our patents, that competitors will not infringe our patents, or that we will have adequate resources to 

enforce our patents. Effective protection of our United States patents may be unavailable or limited in jurisdictions 

outside the United States, as the intellectual property laws of foreign countries sometimes offer less protection or have 

onerous filing requirements. In addition, because some patent applications are maintained in secrecy for a period of 

time, we could adopt a technology without knowledge of a pending patent application, and such technology could 

infringe a third party’s patent. 

  

We also rely on unpatented proprietary technology. It is possible that others will independently develop the same or 

similar technology or otherwise learn of our unpatented technology. To protect our trade secrets and other proprietary 

information, we generally require employees, consultants, advisors and collaborators to enter into confidentiality 

agreements. We cannot provide any assurance that these agreements will provide meaningful protection for our trade 

secrets, know-how or other proprietary information in the event of any unauthorized use, misappropriation or 

disclosure of such trade secrets, know-how or other proprietary information. If we are unable to maintain the 

proprietary nature of our technologies, our business could be materially adversely affected. 

  

We rely on our trademarks, trade names, and brand names to distinguish us and our products and services from our 

competitors. Some of our trademarks may conflict with trademarks of other companies. Failure to obtain trademark 

registrations could limit our ability to protect our trademarks and impede our sales and marketing efforts. Further, 

competitors may infringe our trademarks, and we may not have adequate resources to enforce our trademarks. 

  

In addition, third parties may bring infringement and other claims that could be time-consuming and expensive to 

defend. Parties making infringement and other claims against us may be able to obtain injunctive or other equitable 

relief that could effectively block our ability to provide our products, technologies, services or business methods and 

could cause us to pay substantial damages. In the event of a successful claim of infringement, we may need to obtain 

one or more licenses from third parties, which may not be available at a reasonable cost, or at all. It is possible that 



our intellectual property rights may not be valid or that we may infringe existing or future proprietary rights of others. 

Any successful infringement claims could subject us to significant liabilities, require us to seek licenses on unfavorable 

terms, prevent us from manufacturing or selling products, technologies, services and business methods and require us 

to redesign or, in the case of trademark claims, rebrand our business or products, any of which could have a material 

adverse effect on our business, financial condition or results of operations. 
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The expiration or loss of patent protection and licenses may affect our future revenues and operating income. 

  

Much of our business relies on patent and trademark and other intellectual property protection. Although most of the 

challenges to our intellectual property would likely come from other businesses, governments may also challenge 

intellectual property protections. To the extent our intellectual property is successfully challenged, invalidated or 

circumvented, or to the extent it does not allow us to compete effectively, our business will suffer. To the extent that 

countries do not enforce our intellectual property rights or to the extent that countries require compulsory licensing of 

our intellectual property, our future revenues and operating income will be reduced. 

  

The loss of our license arrangements with GE could negatively affect our results of operations.  

  

We currently have two U.S. and global agreements with GE, whereby we may use the GE brand logo on some of our 

products and GE’s licensing team may license some of our products to both U.S. and global manufacturers. The loss 

or termination of our arrangements with GE could, among other things: limit our ability to secure additional customers 

and thereby could have a material adverse effect on our profitability and financial condition; negatively impact our 

manufacturing capabilities, as our products are produced by third-party manufacturers, mainly in the People’s 

Republic of China, under the strict guidance of GE, and the loss of GE’s supervision might adversely affect our 

relationship with the third-party manufacturers and/or require us to increase our quality control staff in China to 

assume the guidance role administered by GE, if we are to maintain a similarly high level of quality for our products; 

cause us to materially revise our marketing plans for new and existing products, which could delay product 

introductions and have a negative impact on our revenue; and impact relationships with third-party suppliers of 

electronics and/or services currently or planned to be incorporated in our products and technologies, which could delay 

or forestall such collaborations and, as a result, negatively impact our products and technologies and potential revenue 

from such products and technologies. 

  

We are, or in the future may be, subject to substantial regulation related to quality standards applicable to our 

quality processes. Our failure to comply with applicable quality standards could have an adverse effect on our 

business, financial condition or results of operations. 

  

The U.S. Environmental Protection Agency regulates manufacturers and products in our industry, and those of our 

distributors and partners, in the United States. Significant government regulation also exists in overseas markets. 

Compliance with applicable regulatory requirements is subject to continual review and is monitored through periodic 

inspections and other review and reporting mechanisms. 

  

While we endeavor to take all the steps necessary to comply with these laws and regulations, there can be no assurance 

that we can maintain compliance on a continuing basis. Failure by us or our partners to comply with current or future 

governmental regulations and quality assurance guidelines could lead to product recalls or related field actions, or 

product shortages. Efficacy or safety concerns with respect to our products or those of our partners could lead to 

product recalls, fines, withdrawals, declining sales and/or our failure to successfully commercialize new products or 

otherwise achieve revenue growth. 

  

We could face significant liabilities in connection with our products, technologies and business operations, which, 

if incurred beyond any insurance limits, would adversely affect our business and financial condition. 

  



We are subject to a variety of potential liabilities connected to our product and technology development and business 

operations, such as potential liabilities related to environmental risks. As a business that markets products for use by 

consumers and institutions, we may become liable for any damage caused by our products, whether used in the manner 

intended or not. Any such claim of liability, whether meritorious or not, could be time-consuming and/or result in 

costly litigation. Although we have obtained insurance against certain of these risks, no assurance can be given that 

such insurance will be adequate to cover related liabilities or will be available in the future or, if available, that 

premiums will be commercially justifiable. If we were to incur any substantial liability and related damages were not 

covered by our insurance or exceeded policy limits, or if we were to incur such liability at a time when we are not able 

to obtain liability insurance, our business, financial conditions and results of operations could be materially adversely 

affected. 
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We may be subject to legal claims against us or claims by us that could have a significant impact on our resulting 

financial performance. 

  

At any given time, we may be subject to litigation or claims related to our products, intellectual property, customers, 

employees, stockholders, distributors and sales of our assets, among other things, the disposition of which may have 

an adverse effect upon our business, financial condition or results of operations. The outcome of litigation is difficult 

to assess or quantify. Lawsuits can result in the payment of substantial damages by defendants. If we are required to 

pay substantial damages and expenses as a result of these or other types of lawsuits, our business and results of 

operations would be adversely affected. Regardless of whether any claims against us are valid or whether we are 

liable, claims may be expensive to defend and may divert time and money away from our operations. We may not 

have adequate resources in the event of a successful claim against us, and insurance may not be available in sufficient 

amounts or at all to cover any liabilities with respect to these or other matters. A judgment or other liability in excess 

of our insurance coverage for any claims could adversely affect our business and the results of our operations. 

  

We have limited product distribution experience and we expect to rely on third parties, who may not successfully 

sell our products and technologies. 

  

Our ability to increase our customer base, achieve broader market acceptance of our products and technologies, grow 

our revenue and achieve and sustain profitability will depend, to a significant extent, on our ability to effectively 

expand our sales and marketing operations and activities. We have limited product distribution experience and 

currently rely, and plan to rely primarily, on product distribution arrangements with third parties. As a result, our 

future revenues from sales of our products and technologies, if any, will depend on the success of the efforts of these 

third parties. We may also license our technology to certain third parties for commercialization of certain applications. 

We expect to enter into additional distribution agreements and/or licensing agreements in the future, and we may not 

be able to enter into these agreements on terms that are favorable to us, if at all. In addition, we may have limited or 

no control over the distribution activities of these third parties. These third parties could sell competing products and 

technologies and may devote insufficient sales efforts to our products and technologies. We are also subject to the 

risks of distributor and resellers encountering financial difficulties, which could impede their effectiveness and also 

expose us to financial risk, for example, if they are unable to pay for their purchases, or ongoing disruptions in 

business, such as from natural disasters or the effects of the COVID-19 pandemic. 

  

We will rely on third parties maintaining open marketplaces to distribute our mobile application. If such third 

parties interfere with the distribution of our application, our business would be adversely affected. 

  

We will rely on third parties maintaining open marketplaces, including the Apple App Store and Google Play, to make 

the mobile application controlling our products and technologies available for download. We cannot assure you that 

the marketplaces through which we distribute our mobile application will maintain their current structures or that such 

marketplaces will not charge us fees to list our application for download. We will also depend on these third-party 

marketplaces to enable us and our users to timely update our mobile application, and to incorporate new features, 



integrations and capabilities. We will be subject to requirements imposed by marketplaces such as Apple and Google, 

which may change their technical requirements or policies in a manner that adversely impacts the way in which we or 

third parties collect, use and share data from users through our mobile application. If we do not comply with these 

requirements, we could lose access to the mobile application marketplace and users, and our business, results of 

operations, and financial condition may be harmed. 

  

In addition, Apple and Google, among others, for competitive or other reasons, could stop allowing or supporting 

access to our mobile application through their products, could allow access for us only at an unsustainable cost, or 

could make changes to the terms of access in order to make our mobile application less desirable or harder to access. 

If it becomes more difficult for our users to access and use the mobile application controlling our smart products on 

their mobile devices, if our users choose not to access or use the application on their mobile devices, or if our users 

choose to use mobile products that do not offer access to the application, our user growth, retention and engagement 

could be seriously harmed. 
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Our net sales, and ability to market and sell our new products and technologies, might be adversely impacted if our 

products and technologies do not meet certain certification and compliance standards. 

  

Although not legally required to do so, we strive to obtain certifications for substantially all our products, both in the 

United States, and, where appropriate, in jurisdictions outside the United States. For instance, we may seek 

certification of our products from UL, United Laboratories of Canada (cUL) and Conformité Européenne (CE). 

Although we believe that our broad knowledge and experience with electrical codes and safety standards have 

facilitated certification approvals, we cannot ensure that we will be able to obtain any such certifications for our new 

products and technologies or that, if certification standards are amended, we will be able to maintain such certifications 

for our existing products. Moreover, although we are not aware of any effort to amend any existing certification 

standard or implement a new certification standard in a manner that would render us unable to maintain certification 

for our existing products or obtain ratification for new products and technologies, our net sales might be adversely 

affected if such an amendment or implementation were to occur. 

  

Defects in our mobile application and the technology powering it may adversely affect our business. 

  

Tools, code, subroutines and processes contained within our mobile application may contain defects not yet discovered 

or contained in updates and new versions. Our introduction of updates and new versions with defects or quality 

problems may result in adverse publicity, reduced downloads and use, product redevelopment costs, loss of or delay 

in market acceptance of our products and technologies or claims by customers or others against us. Such problems or 

claims may have a material and adverse effect on our business, prospects, financial condition and results of operations. 

  

Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited. 

  

We have significant U.S. net operating loss (“NOL”) and tax credit carryforwards. Under Section 382 and Section 

383 of the Internal Revenue Code of 1986, as amended (the “Code”), if a corporation undergoes an “ownership 

change,” the corporation’s ability to use its pre-change NOLs and certain other tax attributes to offset its post-change 

income may be limited. In general, an “ownership change” will occur if there is a cumulative change in our ownership 

by “five percent stockholders” that exceeds 50 percentage points over a rolling three-year period. Similar rules may 

apply under state tax laws. Our ability to use NOLs and other tax attributes to reduce future taxable income and 

liabilities may be subject to annual limitations as a result of prior ownership changes and ownership changes that may 

occur in the future, including as a result of this offering. 

  

Under the Tax Cuts and Jobs Act of 2017 (the “TCJA”), as amended by the Coronavirus Aid, Relief, and Economic 

Security Act (“CARES Act”), NOLs arising in taxable years beginning after December 31, 2017 and before January 

1, 2021 may be carried back to each of the five taxable years preceding the tax year of such loss, but NOLs arising in 



taxable years beginning after December 31, 2020 may not be carried back. Additionally, under the TCJA, as modified 

by the CARES Act, NOLs from tax years that began after December 31, 2017 may offset no more than 80% of current 

taxable income annually for taxable years beginning after December 31, 2020, but the 80% limitation on the use of 

NOLs from tax years that began after December 31, 2017 does not apply for taxable income in tax years beginning 

before January 1, 2021. NOLs arising in tax years beginning after December 31, 2017 can be carried forward 

indefinitely, but NOLs generated in tax years beginning before January 1, 2018 will continue to have a two-year 

carryback and twenty-year carryforward period. In addition, for state income tax purposes, the extent to which states 

will conform to the federal laws is uncertain and there may be periods during which the use of NOL carryforwards is 

suspended or otherwise limited, which could accelerate or permanently increase state taxes owed. 
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The elimination of monetary liability against our directors, officers, and employees under Florida law and the 

existence of indemnification rights to our directors, officers and employees may result in substantial expenditures 

by us and may discourage lawsuits against our directors, officers and employees.  

  

Our articles of incorporation (as defined below) contain a provision permitting us to eliminate the personal liability of 

our directors and officers to our Company and stockholders for damages for breach of fiduciary duty as a director or 

officer to the extent provided by Florida law. Our bylaws also contain provisions regarding indemnification of our 

directors, officers and employees, including, under certain circumstances, against attorneys’ fees and other expenses 

incurred by them in any litigation to which they become a party arising from their association with or activities on our 

behalf. We will also bear the expenses of such litigation for any of our directors, officers, employees or agents, upon 

such person’s promise to repay us therefore if it is ultimately determined that any such person shall not have been 

entitled to indemnification. The foregoing obligations could result in our incurring substantial expenditures to cover 

the cost of settlement or damage awards against directors and officers, which we may be unable to recoup. These 

provisions and resultant costs may also discourage us from bringing a lawsuit against directors and officers for 

breaches of their fiduciary duties and may similarly discourage the filing of derivative litigation by our stockholders 

against our directors and officers even though such actions, if successful, might otherwise benefit us and stockholders. 

  

Other factors could have a material adverse effect on our future profitability and financial condition. 

  

Many other factors can affect our profitability and financial condition, including: 

   
● changes in, or interpretations of, laws and regulations, including changes in accounting standards and taxation 

requirements; 

   
● changes in the rate of inflation, interest rates and the performance of investments held by us; 

   
● changes in the creditworthiness of counterparties that transact business with us; 

   
● changes in business, economic and political conditions, including: war, political instability, terrorist attacks 

in the U.S. and other parts of the world, the threat of future terrorist activity in the U.S. and other parts of the 

world and related military action; natural disasters; public health crises, including epidemics and pandemics, 

such as the ongoing COVID-19 pandemic; the cost and availability of insurance due to any of the foregoing 

events or other unforeseen events; labor disputes, strikes, slow-downs or other forms of labor or union 

activity; and pressure from third-party interest groups; 

   
● changes in our business and investments and changes in the relative and absolute contribution of each to 

earnings and cash flow resulting from evolving business strategies, changing product mix, changes in tax 

rates and opportunities existing now or in the future; 

  



 
● difficulties related to our information technology systems, any of which could adversely affect business 

operations, including any significant breakdown, invasion, destruction or interruption of these systems; 

   
● changes in credit markets impacting our ability to obtain financing for our business operations; or 

   
● legal difficulties, any of which could preclude or delay commercialization of products or technologies or 

adversely affect profitability, including claims asserting statutory or regulatory violations, adverse litigation 

decisions and issues regarding compliance with any governmental consent decree. 
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Risks Related to Our Operations  

  

We will incur increased costs as a result of operating as a public company, and our management will be required 

to devote substantial time to compliance initiatives.  

  

As a public company, we will incur significant legal, accounting and other expenses that we did not incur as a private 

company. We will be subject to the reporting requirements of the Exchange Act, which will require, among other 

things, that we file annual, quarterly and current reports with respect to our business and financial condition with the 

Securities and Exchange Commission (the “SEC”). In addition, the Sarbanes-Oxley Act of 2002, as amended (the 

“Sarbanes-Oxley Act”), as well as rules adopted by the SEC and Nasdaq to implement provisions of the Sarbanes-

Oxley Act, impose significant requirements on public companies, including requiring establishment and maintenance 

of effective disclosure and financial controls and changes in corporate governance practices. Further, in July 2010, the 

Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”), was enacted. There are 

significant corporate governance and executive compensation related provisions in the Dodd-Frank Act that required 

the SEC to adopt additional rules and regulations in these areas, such as “say on pay” and proxy access. Stockholder 

activism, the current political and economic environment and the high levels of government intervention and 

regulatory reform may lead to substantial new regulations and disclosure obligations, which may lead to additional 

compliance costs and impact the manner in which we operate our business in ways we cannot currently anticipate. 

  

We expect the rules and regulations applicable to public companies to substantially increase our legal and financial 

compliance costs and to make some activities more time-consuming and costly. If these requirements divert the 

attention of our management and personnel from other business concerns, our business, financial condition and results 

of operations could be materially adversely affected. The increased costs will increase our expenses and may require 

us to reduce costs in other areas of our business. We cannot predict or estimate the amount or timing of additional 

costs we may incur to respond to these requirements. The impact of these requirements could also make it more 

difficult for us to attract and retain qualified persons to serve on our board of directors or as executive officers. 

  

Our future success depends on our ability to retain key employees and to attract, retain and motivate qualified 

personnel.  

  

Our success depends substantially on the efforts and abilities of our officers and other key employees and agents. 

Although we have entered into employment agreements with our executive officers, each of them may terminate their 

employment with us at any time. If we are unable to continue to attract and retain high quality personnel, our ability 

to pursue our growth strategy will be limited. 

  

Recruiting and retaining qualified personnel will also be critical to our success. The loss of the services of our 

executive officers or other key employees or contractors could impede the achievement of our research and 

development objectives and seriously harm our ability to successfully implement our business strategy. Furthermore, 

replacing executive officers and key personnel may be difficult and may take an extended period of time, as 

competition for experienced personnel in our industry is substantial. In addition, if any of our officers or other key 

personnel join a competitor or form a competing company, we may lose some of our customers. 



  

Our culture has contributed to our success, and if we cannot maintain this culture as we grow, we could lose the 

innovation, creativity and teamwork fostered by our culture, and our business may be harmed. 

  

We believe that our culture has been and will continue to be a key contributor to our success. We expect to continue 

to hire additional personnel as we expand our business. If we do not continue to develop our company culture or 

maintain our core values as we grow and evolve, we may be unable to foster the innovation, creativity and teamwork 

we believe we need to support our growth. 
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As a result of being a public company, we are obligated to develop and maintain proper and effective internal 

control over financial reporting, and any failure to maintain the adequacy of these internal controls may adversely 

affect investor confidence in us and, as a result, the value of our common stock. 

  

As a public company, we will be required to comply with the Sarbanes-Oxley Act and other rules that govern public 

companies. In particular, we will be required to certify our compliance with Section 404 of the Sarbanes-Oxley Act 

beginning with our second annual report on Form 10-K (subject to any change in applicable SEC rules), which will 

require us to furnish annually a report by management on the effectiveness of our internal control over financial 

reporting. In addition, unless we remain a non-accelerated filer, our independent registered public accounting firm 

may be required to report on the effectiveness of our internal control over financial reporting beginning as of that 

second annual report on Form 10-K. We will also be required to design our disclosure controls and procedures to 

reasonably assure that information required to be disclosed in reports we file or submit under the Exchange Act is 

recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC and 

that such information is accumulated and communicated to management as appropriate to allow timely decisions 

regarding required disclosure. 

  

We may, in the future, identify control deficiencies of varying degrees of severity under applicable SEC and PCAOB 

rules and regulations that remain unremediated. As a public company, we will be required to report, among other 

things, control deficiencies that constitute a “material weakness” or changes in internal controls that, or that are 

reasonably likely to, materially affect internal controls over financial reporting. A “material weakness” is a deficiency, 

or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility 

that a material misstatement of our annual or interim financial statements will not be prevented or detected on a timely 

basis. A “significant deficiency” is a deficiency, or a combination of deficiencies, in internal control over financial 

reporting that is less severe than a material weakness, yet important enough to merit attention by those responsible for 

oversight of our financial reporting. 

  

If we are not able to comply with the requirements of Section 404 of the Sarbanes-Oxley Act in a timely manner, if 

our independent registered public accounting firm determines that we have a material weakness or a significant 

deficiency in our internal control over financial reporting, or if we are unable to maintain proper and effective internal 

control over financial reporting, we may not be able to produce timely and accurate financial statements. As a result, 

our investors could lose confidence in our reported financial information, the market price of our stock could decline 

and we could be subject to sanctions or investigations by the SEC or other regulatory authorities. 

  

We believe that any internal controls and procedures, no matter how well-conceived and operated, can provide only 

reasonable, not absolute, assurance that the objectives of the control system are met. We may discover weaknesses in 

our system of internal financial and accounting controls and procedures that could result in a material misstatement 

of our financial statements. Our internal control over financial reporting will not prevent or detect all errors and all 

fraud. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute 

assurance that misstatements due to error or fraud will not occur or that all control issues and instances of fraud will 

be detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and that 

breakdowns can occur because of simple error or mistake. For example, our directors or executive officers could 



inadvertently fail to disclose a new relationship or arrangement, causing us to fail to disclose a required related party 

transaction. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or 

more people or by an unauthorized override of the controls. Accordingly, because of the inherent limitations in our 

control system, misstatements due to error or fraud may occur and not be detected. 

  

Unstable market and economic conditions may have serious adverse consequences on our business, financial 

condition and stock price.  

  

Global financial markets have recently experienced, as a result of the COVID-19 pandemic, and have in the past 

experienced, extreme volatility and disruptions, declines in consumer confidence, declines in economic growth, 

increases in unemployment rates and uncertainty about economic stability. There can be no assurance that further 

deterioration in credit and financial markets and confidence in economic conditions will not occur. Our general 

business strategy and ability to raise capital may be adversely affected by any such economic downturn, volatile 

business environment or continued unpredictable and unstable market conditions. If the current equity and credit 

markets deteriorate, it may make any necessary debt or equity financing more difficult, more costly and more dilutive. 

Failure to secure any necessary financing in a timely manner and on favorable terms could have a material adverse 

effect on our growth strategy, financial performance and stock price and could require us to delay or abandon our 

strategic plans. In addition, there is a risk that one or more of our current service providers and other partners may not 

survive these difficult economic times, which could directly affect our ability to attain our operating goals on schedule 

and on budget. 
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In addition, the stock markets have experienced extreme price and volume fluctuations that have affected and continue 

to affect the market prices of equity securities of many companies, including in connection with the ongoing COVID-

19 pandemic, which has resulted in decreased or volatile stock prices for many companies, notwithstanding the lack 

of a fundamental change in their underlying business models or prospects. These fluctuations have often been 

unrelated or disproportionate to the operating performance of those companies. Broad market and industry factors, 

including potentially worsening economic conditions and other adverse effects or developments relating to the 

ongoing COVID-19 pandemic and political, regulatory and other market conditions, may negatively affect the market 

price of shares of our common stock, regardless of our actual operating performance. 

  

As of June 30, 2021, our cash and cash equivalents were approximately $3.2 million. While we are not aware of any 

downgrades, material losses, or other significant deterioration in the fair value of our cash equivalents since December 

31, 2020, no assurance can be given that further deterioration of the global credit and financial markets would not 

negatively impact our current portfolio of cash equivalents or our ability to meet our financing objectives. 

Furthermore, our stock price may decline due in part to the volatility of the stock market and any general economic 

downturn. 

  

Our internal computer systems, or those of our third-party manufacturers or other contractors or consultants, may 

fail or suffer security breaches. If our information technology systems security measures are breached or fail, our 

products and technologies may be perceived as not being secure, customers may curtail or stop buying our products 

and technologies, we may incur significant legal and financial exposure, and our reputation, results of operations, 

financial condition and cash flows could be materially adversely affected. 

  

The efficient operation of our business is dependent on our information technology systems, some of which may be 

in need of enhancement, updating and replacement. We rely on these systems generally to manage day-to-day 

operations, manage relationships with our customers and maintain our research and development data and our financial 

and accounting records. Despite our implementation of security measures, our internal computer systems, and those 

of our third-party manufacturers, information technology suppliers and other contractors and consultants are 

vulnerable to damage from computer viruses, cyberattacks and other unauthorized access, natural disasters, terrorism, 

war and telecommunication and electrical failures. The failure of our information technology systems, our inability to 



successfully maintain, enhance and/or replace our information technology systems as needed, or any compromise of 

the integrity or security of the data we generate from our information technology systems could have a material adverse 

effect on our results of operations, disrupt our business and product and technology development and make us unable, 

or severely limit our ability, to respond to customer demands. Any interruption of our information technology systems 

could result in decreased revenue, increased expenses, increased capital expenditures, customer dissatisfaction and 

potential lawsuits, any of which could have a material adverse effect on our results of operations, financial condition 

and cash flows. 

  

Our information technology systems involve the storage of our confidential information and trade secrets, as well as 

our customers’ personal and proprietary information, in our equipment, networks and corporate systems. Security 

breaches expose us to a risk of loss of this information, litigation and increased costs for security measures, loss of 

revenue, damage to our reputation and potential liability. Security breaches or unauthorized access may result in a 

combination of significant legal and financial exposure, increased remediation and other costs, theft and/or 

unauthorized use or publication of our trade secrets and other confidential business information, loss of funds, damage 

to our reputation and a loss of confidence in the security of our products, technologies, services and networks that 

could have an adverse effect upon our business. While we take steps to prevent unauthorized access to our corporate 

systems, because the techniques used to obtain unauthorized access, disable or sabotage systems change frequently or 

may be designed to remain dormant until a triggering event, we may be unable to anticipate these techniques or 

implement adequate preventative measures. Further, the risk of a security breach or disruption, particularly through 

cyberattacks or cyber intrusion, including by computer hackers, foreign governments and cyber terrorists, has 

generally increased as cyberattacks have become more prevalent and harder to detect and fight against. In addition, 

hardware, software or applications we procure from third parties may contain defects in design or manufacture or 

other problems that could unexpectedly compromise network and data security. Any breach or failure of our 

information technology systems could result in decreased revenue, increased expenses, increased capital expenditures, 

customer dissatisfaction and potential lawsuits, any of which could have a material adverse effect on our results of 

operations, financial condition and cash flows. 
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If we are unable to prevent or mitigate the impact of security or data privacy breaches, we could be exposed to litigation 

and governmental investigations, which could lead to a potential disruption to our business. In addition, we may not 

have adequate insurance coverage for security incidents or breaches. The successful assertion of one or more large 

claims against us that exceeds our available insurance coverage, or results in changes to our insurance policies 

(including premium increases or the imposition of large deductible or co-insurance requirements), could have an 

adverse effect on our business. In addition, we cannot be sure that our existing insurance coverage and coverage for 

errors and omissions will continue to be available on acceptable terms or that our insurers will not deny coverage as 

to any future claim. 

  

Further, if a high profile security breach occurs with respect to another provider of smart home solutions, the public 

may lose trust in the security of our smart products and technologies or in the smart home space generally, which 

could adversely impact our ability to sell such products and technologies. Even in the absence of any security breach, 

concerns about security, privacy or data protection may deter consumers from using our smart products and 

technologies. 

  

Intentional or accidental actions or inactions by employees or other third parties with authorized access to our 

networks may result in the exposure of vulnerabilities that may be exploited or expose us to liability. Third parties 

may also conduct attacks designed to temporarily deny customers access to our cloud services.  

  

Because there are many different security breach techniques and such techniques continue to evolve, we may be unable 

to anticipate attempted security breaches, react in a timely manner or implement adequate preventative measures. 

Third parties may also conduct attacks designed to temporarily deny users access to our cloud services. Any security 

breach or other security incident, or the perception that one has occurred, could result in a loss of user confidence in 



the security of our platform and damage to our brand, reduce the demand for our solutions, disrupt normal business 

operations, require us to spend material resources to investigate or correct the breach and to prevent future security 

breaches and incidents, expose us to legal liabilities, including litigation, regulatory enforcement and indemnity 

obligations, and adversely affect our business, financial condition and results of operations. 

  

We use third-party technology and systems in a variety of contexts, including, without limitation, employee email, 

content delivery to customers, back-office support, credit card processing, and other functions. Although we have 

developed systems and processes that are designed to protect customer data and prevent data loss and other security 

breaches, including systems and processes designed to reduce the impact of a security breach at a third-party service 

provider, such measures cannot provide absolute security. 

  

We rely upon third-party providers of cloud-based infrastructure to host our solutions. Any disruption in the 

operations of these third-party providers, limitations on capacity or interference with our use could adversely affect 

our business, financial condition, revenues, results of operations or cash flows. 

  

We outsource substantially all of the infrastructure relating to our cloud solution to third-party hosting services, such 

as Amazon Web Services (“AWS”). Customers of our cloud-based solutions need to be able to access our platform at 

any time, without interruption or degradation of performance, and, in some cases, we need to provide them with 

service-level commitments with respect to uptime. Our cloud-based solutions depend on protecting the virtual cloud 

infrastructure hosted by third-party hosting services by maintaining its configuration, architecture, features and 

interconnection specifications, as well as the information stored in these virtual data centers, which is transmitted by 

third-party internet service providers. Any limitation on the capacity of our third-party hosting services could impede 

our ability to onboard new customers or expand the usage of our existing customers, which could adversely affect our 

business, financial condition, revenues, results of operations or cash flows. In addition, any incident affecting our 

third-party hosting services’ infrastructure that may be caused by cyberattacks, natural disasters, fire, flood, severe 

storm, earthquake, power loss, telecommunications failures, terrorist or other attacks, regional epidemics or global 

pandemics such as COVID-19 and other similar events beyond our control could negatively affect our cloud-based 

solutions. A prolonged service disruption affecting our cloud-based solution for any of the foregoing reasons would 

negatively impact our ability to serve our customers and could damage our reputation with current and potential 

customers, expose us to liability, cause us to lose customers or otherwise harm our business. We may also incur 

significant costs for using alternative equipment or taking other actions in preparation for, or in reaction to, events that 

damage the third-party hosting services we use. 
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AWS provides the cloud computing infrastructure that we use to host our platform, manage data, mobile application 

and many of the internal tools we use to operate our business. Our platform, mobile application and internal tools use 

computing, storage capabilities, bandwidth and other services provided by AWS. Any significant disruption of, 

limitation of our access to or other interference with our use of AWS would negatively impact our operations and 

could seriously harm our business. In addition, any transition of the cloud services currently provided by AWS to 

another cloud services provider would require significant time and expense and could disrupt or degrade delivery of 

our platform. Our business relies on the availability of our platform for our customers, and we may lose customers if 

they are not able to access our platform or encounter difficulties in doing so. The level of service provided by AWS 

could affect the availability or speed of our platform, which may also impact the usage of, and our customers’ 

satisfaction with, our platform and could seriously harm our business and reputation. If AWS increases pricing terms, 

terminates or seeks to terminate our contractual relationship, establishes more favorable relationships with our 

competitors or changes or interprets its terms of service or policies in a manner that is unfavorable with respect to us, 

our business, financial condition, revenues, results of operations or cash flows may be harmed. 

  

We may collect, store, process and use our customers’ personally identifiable information and other data, which 

subjects us to governmental regulation and other legal obligations related to data privacy, information security and 



data protection. Any cybersecurity breaches or our actual or perceived failure to comply with such legal obligations 

by us, or by our third-party service providers or partners, could harm our business. 

  

We may collect, store, process and use our customers’ personally identifiable information and other data in our 

transactions with them, and we may rely on third parties that are not directly under our control to do so as well. While 

we take reasonable measures intended to protect the security, integrity and confidentiality of the personal information 

and other sensitive information we collect, store or transmit, we cannot guarantee that inadvertent or unauthorized use 

or disclosure will not occur, or that third parties will not gain unauthorized access to this information. If we or our 

third-party service providers were to experience a breach, disruption or failure of systems compromising our 

customers’ data, or if one of our third-party service providers or partners were to access our customers’ personal data 

without our authorization, our brand and reputation could be adversely affected, use of our products and technologies 

could decrease and we could be exposed to a risk of loss, litigation and regulatory proceedings. 

  

Regulatory scrutiny of privacy, data collection, use of data and data protection is intensifying globally, and the 

personal information and other data we collect, store, process and use is increasingly subject to legislation and 

regulations in numerous jurisdictions around the world, especially in Europe. These laws often develop in ways we 

cannot predict and may materially increase our cost of doing business, particularly as we expand the nature and types 

of products and technologies we offer. For example, the General Data Protection Regulation (the “GDPR”), which 

came into effect in the European Union in May 2018 and superseded prior European Union data protection legislation, 

imposes more stringent data protection requirements and provides for greater penalties for noncompliance. 

  

Further, data protection legislation is also becoming increasingly common in the United States at both the federal and 

state level. For example, in June 2018, the State of California enacted the California Consumer Privacy Act of 2018 

(the “CCPA”), which went into effect on January 1, 2020. The CCPA requires companies that process information on 

California residents to make new disclosures to consumers about their data collection, use and sharing practices, allows 

consumers to opt out of certain data sharing with third parties and provides a new cause of action for data breaches. 

In November 2020, California voters passed the California Privacy Rights and Enforcement Act of 2020, which 

generally becomes effective in 2023 and amended and expanded the CCPA with additional data privacy compliance 

requirements and established a regulatory agency dedicated to enforcing these requirements. Additionally, the Federal 

Trade Commission and many state attorneys general are interpreting federal and state consumer protection laws to 

impose standards for the online collection, use, dissemination and security of data. The burdens imposed by the CCPA 

and other similar laws that may be enacted at the federal and state level may require us to modify our data processing 

practices and policies and/or to incur substantial expenditures in order to comply. 
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Despite our compliance efforts, we may fail to achieve compliance with applicable privacy or data protection laws 

and regulations as they evolve, or adhere to contractual obligations regarding the collection, processing, storage and 

transfer of data (including data from our customers, prospective customers, partners and employees), either due to 

internal or external factors such as resource limitations or a lack of vendor cooperation. Any actual or perceived failure 

to comply with these laws or obligations could result in enforcement action against us, including fines, claims for 

damages by customers and other affected individuals, damage to our reputation and loss of goodwill (both in relation 

to any existing customers and prospective customers), any of which could harm our business, results of operations, 

and financial condition. Further, privacy concerns may inhibit market adoption of our smart products and technologies, 

particularly in certain industries and foreign countries. 

  

Natural disasters, geopolitical events and other highly disruptive events, such as the COVID-19 pandemic, could 

materially and adversely affect our business, financial condition and results of operations. 

  

Natural disasters, public health crises, such as epidemics and pandemics (including the COVID-19 pandemic), climate 

change, acts or threats of war or terrorism, international conflicts, power outages, fires, explosions, equipment failures, 

sabotage, political instability and the actions taken by governments could cause damage to or disrupt our business 



operations, or those of our manufacturers or our customers, and could create economic instability. Disruptions to our 

information technology infrastructure from system failures, shutdowns, power outages, telecommunication or utility 

failures, and other events, including disruptions at third party information technology and other service providers, 

could also interfere with or disrupt our operations. In addition, new regulations relating to climate change may 

negatively affect us, our manufacturers, our suppliers or our customers. As a result, we may incur additional costs or 

obligations in complying with any new environmental and reporting requirements, as well as increased indirect costs 

resulting from our manufacturers, suppliers or customers that get passed on to us. Although it is not possible to predict 

such events or their consequences, these events could increase our costs, result in physical damage to or destruction 

or disruption of properties used in connection with the manufacture of our products, the lack of an adequate workforce 

in part or all of our operations, supply chain disruptions and data, utility and communications disruptions. In addition, 

these events could indirectly result in increases in the costs of our insurance if they result in significant loss of property 

or other insurable damage. Any of these developments could have a material and adverse effect on our business, 

financial condition and results of operations. 

  

Risks Related to Our Common Stock and This Offering  

  

There is currently no established public trading market for our common stock. An active, liquid market for our 

common stock may not develop or be sustained upon completion of this offering, which may impair your ability to 

sell your shares. 

  

Our common stock is not currently traded on an established public trading market. Although we intend to apply to list 

our common stock on Nasdaq, an active trading market for our shares may never develop or be sustained following 

this offering. The initial public offering price of our common stock was determined through negotiations between us 

and the underwriters. This initial public offering price may not be indicative of the market price of our common stock 

after this offering. In the absence of an active trading market for our common stock, investors may not be able to sell 

their common stock at or above the initial public offering price or at the time that they would like to sell. Moreover, 

the lack of an established market could materially and adversely affect the value of our common stock. In addition, 

the market price of our common stock could decline significantly due to actual or anticipated issuances or sales of our 

common stock in the future. 

  

In addition, Nasdaq has rules for continued listing, including, without limitation, minimum market capitalization and 

other requirements. Failure to maintain our listing, or delisting from Nasdaq, would make it more difficult for 

stockholders to dispose of our securities and more difficult to obtain accurate price quotations on our securities. 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 and/or other securities are not traded on a national securities exchange. 
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The price of our common stock may be volatile and fluctuate substantially, which could result in substantial losses 

for purchasers of our common stock in this offering.  

  

Our stock price is likely to be volatile. The stock market has experienced extreme volatility that has often been 

unrelated to the operating performance of particular companies. As a result of this volatility, you may not be able to 

sell your common stock at or above the initial public offering price. The market price for our common stock may be 

influenced by many factors, including: 

   
● our ability to successfully launch, and gain market acceptance of, our smart products and technologies; 

   
● developments or disputes concerning patent applications, issued patents or other proprietary rights; 

   
● the recruitment or departure of key personnel; 



   
● the level of expenses related to our research and development, marketing efforts, strategic initiatives or other 

areas; 

   
● actual or anticipated changes in governmental regulation, including taxation and tariff policies; 

   
● actual or anticipated changes in estimates as to financial results or recommendations by securities analysts; 

   
● variations in our financial results or those of companies that are perceived to be similar to us; 

   
● market conditions in the lighting and smart home sectors; 

   
● conditions in the financial markets in general or changes in general economic conditions, including 

government efforts to mitigate the economic downturn resulting from the COVID-19 pandemic; 

   
● novel and unforeseen market forces and trading strategies, such as the massive short squeeze rally caused by 

retail investors and social media activity affecting companies such as GameStop Corp.; and 

   
● the other factors described in this “Risk Factors” section. 

  

In addition, due to one or more of the foregoing factors in one or more future quarters, our results of operations may 

fall below the expectations of securities analysts and investors. In the event any of the foregoing occur, the market 

price of our common stock could be highly volatile and may materially decline. Further, in the past, when the market 

price of a stock has been volatile, holders of that stock have sometimes instituted securities class action litigation 

against the company that issued the stock. If any of our stockholders brought a lawsuit against us, we could incur 

substantial costs defending the lawsuit. Such a lawsuit could also divert the time and attention of our management 

from our business, which could significantly harm our profitability and reputation. 

  

Participation in this offering by our existing stockholders or their affiliated entities may reduce the public float for 

our common stock.  

  

To the extent certain of our existing stockholders and their affiliated entities participate in this offering, such purchases 

would reduce the non-affiliate public float of our shares, meaning the number of shares of our common stock that are 

not held by officers, directors and principal stockholders. A reduction in the public float could reduce the number of 

shares that are available to be traded at any given time, thereby adversely impacting the liquidity of our common stock 

and depressing the price at which you may be able to sell shares of common stock purchased in this offering. 
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If you purchase our common stock in this offering, you will incur immediate and substantial dilution in the book 

value of your shares.  

  

You will suffer immediate and substantial dilution in the net tangible book value of the common stock you purchase 

in this offering. Based on the assumed initial public offering price of $                per share, the midpoint of the range 

set forth on the cover of this prospectus, purchasers of common stock in this offering will experience immediate 

dilution of $                per share in net tangible book value of the common stock. In the past, we issued options and 

other securities to acquire common stock at prices significantly below the initial public offering price. To the extent 

these outstanding securities are ultimately exercised, new investors purchasing common stock in this offering will 

sustain further dilution. See “Dilution” for a more detailed description of the dilution to new investors in the offering. 

  

The conversion of outstanding convertible notes or exercise of outstanding warrants into shares of common stock 

could materially dilute our stockholders. 



  

As of                    , 2021, we had approximately $                aggregate principal amount of convertible notes 

outstanding, convertible into shares of our common stock at $               per share and warrants to 

purchase                    shares of our common stock outstanding at an exercise price ranging from $                to 

$                per share. The conversion price of the notes or exercise price of the warrants may be less than the market 

price of our common stock at the time of conversion or exercise and may be subject to future adjustment due to certain 

events, including our issuance of common stock or common stock equivalents at an effective price per share lower 

than the conversion rate or exercise rate then in effect. If the entire principal amount of all the outstanding convertible 

notes is converted into shares of common stock, we would be required to issue an aggregate of no less than 

approximately               shares of common stock. If all of the outstanding warrants are exercised for shares of common 

stock, we would be required to issue an aggregate of               shares of common stock. If we issue any or all of these 

shares, the ownership of our stockholders will be diluted. 

  

If securities analysts do not publish research or reports about our business, or if they publish negative evaluations 

of our stock, the price of our stock could decline.  

  

The trading market for our common stock will rely in part on the research and reports that industry or financial analysts 

publish about us or our business. We may never obtain research coverage by industry or financial analysts. If no or 

few analysts commence coverage of us, the trading price of our stock would likely decrease. Even if we do obtain 

analyst coverage, if one or more of the analysts covering our business downgrade their evaluations of our stock, the 

price of our stock could decline. If one or more of these analysts cease to cover our stock, we could lose visibility in 

the market for our stock, which in turn could cause our stock price to decline. 

  

Our executive officers, directors, principal stockholders and their affiliates will continue to exercise significant 

influence over us after this offering, which will limit your ability to influence corporate matters and could delay or 

prevent a change in corporate control.  

  

Immediately following the completion of this offering, and disregarding any shares of common stock that they 

purchase in this offering, the existing holdings of our executive officers, directors, 5% holders and their affiliates will 

represent beneficial ownership, in the aggregate, of approximately                 % of our outstanding common stock, 

assuming no exercise of the underwriters’ option to acquire additional shares of common stock in this offering and 

assuming we issue the number of shares of common stock as set forth on the cover page of this prospectus. As a result, 

these stockholders, if they act together, will be able to influence our management and affairs and the outcome of 

matters submitted to our stockholders for approval, including the election of directors and any merger, consolidation 

or sale of all or substantially all of our assets. These stockholders may have acquired their shares of common stock 

for substantially less than the price of the shares of common stock being acquired in this offering. These stockholders 

may have interests, with respect to their common stock, that are different from those of investors in this offering, and 

the concentration of voting power among these stockholders may have an adverse effect on the price of our common 

stock. In addition, this concentration of ownership might adversely affect the market price of our common stock by: 

   
● delaying, deferring or preventing a change of control of us; 

   
● impeding a merger, consolidation, takeover or other business combination involving us; or 

   
● discouraging a potential acquirer from making a tender offer or otherwise attempting to obtain control of us. 
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See “Principal Stockholders” in this prospectus for more information regarding the ownership of our outstanding 

common stock by our executive officers, directors, principal stockholders and their affiliates. 

  



Sales of a substantial number of shares of our common stock in the public market by our existing stockholders 

could cause our share price to fall. 

  

Sales of a substantial number of shares of our common stock in the public market, or the perception that these sales 

might occur, could depress the market price of our common stock and could impair our ability to raise capital through 

the sale of additional equity securities. We are unable to predict the effect that sales may have on the prevailing market 

price of our common stock. 

  

We have broad discretion in how we use the proceeds of this offering and may not use these proceeds effectively, 

which could affect our results of operations and cause our stock price to decline.  

  

We will have considerable discretion in the application of the net proceeds of this offering, including for any of the 

purposes described in the section entitled “Use of Proceeds,” and you will not have the opportunity as part of your 

investment decision to assess whether the net proceeds are being used appropriately. As a result, investors will be 

relying upon management’s judgment with only limited information about our specific intentions for the use of the 

balance of the net proceeds of this offering. We may use the net proceeds for purposes that do not yield a significant 

return or any return at all for our stockholders. In addition, pending their use, we may invest the net proceeds from 

this offering in a manner that does not produce income or that loses value. 

  

We are a smaller reporting company, and the reduced reporting requirements applicable to smaller reporting 

companies may make our common stock less attractive to investors.  

  

We currently qualify as a “smaller reporting company,” which allows us to take advantage of exemptions from various 

reporting requirements that are applicable to other public companies that are not smaller reporting companies, 

including reduced disclosure obligations regarding executive compensation in this prospectus and our periodic reports 

and proxy statements. Decreased disclosures in our SEC filings due to our status as a smaller reporting company may 

make it harder for investors to analyze our results of operations and financial prospects. We cannot predict if investors 

will find our common stock less attractive because we may 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. 

  

Market and economic conditions may negatively impact our business, financial condition and share price. 

  

Concerns over inflation, energy costs, geopolitical issues, the U.S. mortgage market and a declining real estate market, 

unstable global credit markets and financial conditions, and volatile oil prices have led to periods of significant 

economic instability, diminished liquidity and credit availability, declines in consumer confidence and discretionary 

spending, diminished expectations for the global economy and expectations of slower global economic growth going 

forward, increased unemployment rates, and increased credit defaults in recent years. Our general business strategy 

may be adversely affected by any such economic downturns, volatile business environments and continued unstable 

or unpredictable economic and market conditions. If these conditions continue to deteriorate or do not improve, it may 

make any necessary debt or equity financing more difficult to complete, more costly, and more dilutive. Failure to 

secure any necessary financing in a timely manner and on favorable terms could have a material adverse effect on our 

growth strategy, financial performance, and share price and could require us to delay or abandon development or 

commercialization plans. 

  

Because we do not anticipate paying any cash dividends on our common stock in the foreseeable future, capital 

appreciation, if any, will be your sole source of gain.  

  

We have never declared or paid cash dividends on our common stock. Holders of our Series A Preferred Stock receive 

interest payments quarterly, at a rate of 6% per year, and rank senior with respect to interest on junior securities, 

dividends, distributions or liquidation preference. We currently anticipate that we will retain all of our future earnings, 

if any, to support operations and to finance the growth and development of our business. As a result, capital 

appreciation, if any, of our common stock will be your sole source of gain for the foreseeable future. 

  

Anti-takeover provisions in our charter documents and under Florida law could discourage, delay or prevent a 

change in control of us and may affect the trading price of our common stock. 



  

As a Florida corporation, we are subject to certain provisions of the Florida Business Corporation Act (the “FBCA”) 

that have anti-takeover effects and may inhibit a non-negotiated merger or other business combination. Our articles 

of incorporation, as amended (the “articles of incorporation”), and bylaws also contain other provisions which could 

have anti-takeover effects. These provisions include, without limitation, the authority of our board of directors to issue 

additional shares of preferred stock and to fix the relative rights and preferences of the preferred stock without the 

need for any stockholder vote or approval; the requirement of a majority stockholder vote to remove directors from 

office or, if for cause, by a majority of the board of directors; and limitations on who may call special meetings of 

stockholders. For more information regarding these and other provisions, see the section below entitled “Description 

of Capital Stock—Anti-Takeover Provisions.” 
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

  

This prospectus contains forward-looking statements that are based on management’s beliefs and assumptions and on 

information currently available to management. Some of the statements in the section captioned “Prospectus 

Summary,” “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of 

Operations,” “Business” and elsewhere in this prospectus contain forward-looking statements. In some cases, you can 

identify forward-looking statements by the following words: “may,” “might,” “will,” “could,” “would,” “should,” 

“expect,” “intend,” “plan,” “aim,” “objective,” “anticipate,” “believe,” “estimate,” “predict,” “project,” “potential,” 

“continue,” “ongoing,” “target,” “seek” or the negative of these terms or other comparable terminology, although not 

all forward-looking statements contain these words. 

  

These statements involve risks, uncertainties and other factors, many of which have been, and may further be, 

exacerbated by the COVID-19 pandemic, that may cause actual results, levels of activity, performance or 

achievements to be materially different from the information expressed or implied by these forward-looking 

statements. Although we believe that we have a reasonable basis for each forward-looking statement contained in this 

prospectus, we caution you that these statements are based on a combination of facts and factors currently known by 

us and our projections of the future, about which we cannot be certain. Forward-looking statements in this prospectus 

include, but are not limited to, statements about: 

   
● our ability to successfully launch, develop additional features and achieve market acceptance of our smart 

products and technologies, access and integrate our products and technologies with third-party platforms or 

technologies, respond to rapidly changing technology and customer demands, and compete in our industry; 

   
● our financial performance and liquidity, including our ability to successfully generate sufficient revenue to 

support our operations; 

   
● our ability to expand, operate and successfully manage our operations, including managing our business 

transformation in connection with evolving our business strategy to focus on smart products and 

technologies; 

   
● our ability to raise additional financing to support our operations as needed; 

   
● our ability to comply with the terms of, and timely repay, our current debt financing; 

   
● the impact of the COVID-19 pandemic on our business and operations; 

   
● our reliance on a limited number of third-party manufacturers and suppliers and our ability to successfully 

reduce our production costs; 

  



 
● our potential dependence upon a limited number of customer and/or on contracts awarded through 

competitive bidding processes; 

   
● any downturn in the cyclical industries in which our customers operate; 

   
● our ability to acquire other businesses, license rights, form alliances or dispose of operations when desired; 

   
● our ability to comply with regulations relating to applicable quality standards; 

   
● our ability to maintain our License Agreement with GE; 

   
● our ability to maintain, protect and enhance our intellectual property; 

   
● the potential outcome of any legal proceedings; 
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● our ability to successfully sell and distribute our products and technologies; 

   
● our ability to retain key executives and qualified personnel; 

   
● our ability to successfully manage our planned development and expansion, including the additional costs of 

being a public company; 

   
● our ability to maintain effective internal control over financial reporting and disclosure controls and 

procedures; 

   
● the potential impact of unstable market and economic conditions on our business, financial condition and 

stock price; 

   
● the potential impact of cybersecurity breaches or disruptions to our information systems, including our cloud-

based infrastructure; 

   
● the potential impact of natural disasters and other catastrophic events, such as the COVID-19 pandemic; 

   
● risks related to ownership of our common stock; 

   
● our ability to use the proceeds of this offering effectively; 

   
● the potential impact of anti-takeover and director and officer liability provisions in our charter documents 

and under Florida law; and 

   
● other risks and uncertainties, including those listed under the section titled “Risk Factors.” 

  

In addition, you should refer to the “Risk Factors” section of this prospectus for a discussion of other important factors 

that may cause actual results to differ materially from those expressed or implied by the forward-looking statements. 

As a result of these factors, we cannot assure you that the forward-looking statements in this prospectus will prove to 

be accurate. Furthermore, if the forward-looking statements prove to be inaccurate, the inaccuracy may be material. 

In light of the significant uncertainties in these forward-looking statements, you should not regard these statements as 

a representation or warranty by us or any other person that we will achieve our objectives and plans in any specified 

time frame, or at all. The forward-looking statements in this prospectus represent our views as of the date of this 

prospectus. We anticipate that subsequent events and developments will cause our views to change; however, we 



undertake no obligation to publicly update any forward-looking statements, whether as a result of new information, 

future events or otherwise, except as required by U.S. federal securities laws. You should, therefore, not rely on these 

forward-looking statements as representing our views as of any date subsequent to the date of this prospectus. 

  

In addition, statements that “we believe” and similar statements reflect our beliefs and opinions on the relevant subject. 

These statements are based upon information available to us as of the date of this prospectus, and while we believe 

such information forms a reasonable basis for such statements, such information may be limited or incomplete, and 

our statements should not be read to indicate that we have conducted an exhaustive inquiry into, or review of, all 

potentially available relevant information. These statements are inherently uncertain, and investors are cautioned not 

to unduly rely upon these statements. 
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USE OF PROCEEDS 

  

We estimate that the net proceeds to us from the sale of the shares of our common stock in this offering will be 

approximately $              , or approximately $              if the underwriters exercise their option to purchase additional 

shares in full, based upon an assumed initial public offering price of $                 per share, which is the midpoint of 

the price range set forth on the cover page of this prospectus, and after deducting estimated underwriting discounts 

and commissions and estimated offering expenses payable by us. 

  

Each $1.00 increase (decrease) in the assumed initial public offering price of $              per share, which is the midpoint 

of the price range set forth on the cover page of this prospectus, would increase (decrease) the net proceeds to us from 

this offering by approximately $                  , assuming the number of shares offered by us, as set forth on the cover 

page of this prospectus, remains the same and after deducting estimated underwriting discounts and commissions and 

estimated offering expenses payable by us. An increase (decrease) of 1,000,000 shares offered by us would increase 

(decrease) the net proceeds to us from this offering by approximately $               , assuming that the assumed initial 

public offering price remains the same and after deducting estimated underwriting discounts and commissions and 

estimated offering expenses payable by us. We do not expect that a change in the initial public offering price or the 

number of shares by these amounts would have a material effect on our uses of the proceeds from this offering, 

although it may accelerate the time at which we will need to seek additional capital. 

  

We intend to use the net proceeds from this offering, including any net proceeds from the underwriters’ exercise of 

the over-allotment option to purchase additional shares from us, for general corporate purposes. 

  

Based on our current plans and business conditions, we believe our existing cash, cash equivalents and short-term 

investments and available lines of credit, together with the net proceeds from this offering, will be sufficient to fund 

our operating expenses and capital expenditure requirements through                    , although there can be no assurance 

in that regard. Given the volatility in U.S. equity markets and our normal working capital fluctuations, and depending 

on the actual level of net proceeds raised in this offering, we may seek to raise additional capital following this offering 

to supplement our operating cash flows to the extent we can do so on competitive market terms. In such event, an 

equity financing may dilute the ownership interests of our stockholders and investors in this offering. In all events, 

there can be no assurance that additional financing would be available to us when desired or needed and, if available, 

on terms acceptable to us. 

  

We may also use a portion of our net proceeds to co-develop, acquire or invest in products, technologies or businesses 

that are complementary to our business and to engage in public relations and marketing activities. However, we 

currently have no agreements or commitments to complete any such transaction. 

  

The intended use of net proceeds from this offering represents our expectations based upon our present plans and 

business conditions. We cannot predict with certainty all of the particular uses for the proceeds of this offering or the 

amounts that we will actually spend on the uses described in this prospectus. Accordingly, our management will have 



significant flexibility in applying the net proceeds of this offering. The timing and amount of our actual expenditures 

will be based on many factors, including cash flows from operations, if any, the anticipated growth of our business 

and those factors set forth above under “Risk Factors” and elsewhere in this prospectus. Pending such uses, we intend 

to invest the net proceeds of this offering in a variety of capital-preservation investments, including short- and 

immediate-term, interest-bearing obligations, investment-grade instruments, certificates of deposit or direct or 

guaranteed obligations of the U.S. government. 

  

47 

  

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  

DIVIDEND POLICY 

  

We have never declared or paid any cash dividends on our common stock. Holders of our Series A Preferred Stock 

receive interest payments quarterly, at a rate of 6% per year, and rank senior with respect to interest on junior securities, 

dividends, distributions or liquidation preference. We anticipate that we will retain all available funds and future 

earnings, if any, for use in the operation of our business and do not anticipate paying cash dividends in the foreseeable 

future. In addition, future debt instruments may materially restrict our ability to pay dividends on our common stock. 

Payment of future cash dividends, if any, will be at the discretion of the board of directors after taking into account 

various factors, including our financial condition, operating results, current and anticipated cash needs, the 

requirements of then-existing senior equity and debt instruments and other factors the board of directors deems 

relevant. 
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CAPITALIZATION 

  

The following table sets forth our cash and cash equivalents and our capitalization as of June 30, 2021: 

   
● on an actual basis; and 

   
● on a pro forma basis to give effect to the Preferred Stock Conversion in connection with the closing of this 

offering; and 

   
● on a pro forma as adjusted basis to give further effect to our issuance and sale of shares of common stock in 

this offering at an assumed initial public offering price of $ per share, which is the midpoint of the price range 

set forth on the cover page of this prospectus, after deducting the estimated underwriting discounts and 

commissions and estimated offering expenses payable by us. 

  

The pro forma information below is illustrative only, and our capitalization following the completion of this offering 

will be adjusted based on the actual initial public offering price and other terms of this offering determined at pricing. 

You should read the information in this table together with our financial statements and the related notes appearing 

elsewhere in this prospectus and the “Management’s Discussion and Analysis of Financial Condition and Results of 

Operations” section of this prospectus. 

  

    As of June 30, 2021   

(in thousands, except share and per share data)   Actual     Pro Forma     

Pro Forma As 

Adjusted   

    (unaudited)     (unaudited)     (unaudited)   

Cash and cash equivalents   $ 3,159,691     $                    $                     



                          

Debt (including current portion of long-term debt and 

royalty obligation)     9,896,909                   

Convertible notes, conversion rate $15.00; 86,668 

shares     1,300,000                   

                          

Redeemable preferred stock – subject to redemption: 

$0 par value; 20,000,000 shares authorized; 

13,256,936 shares issued and outstanding on an 

actual basis; no shares authorized and no shares 

issued and outstanding on a pro forma and pro forma 

as adjusted basis     3,314,233                   

Stockholders’ (deficit) equity:                         

Preferred stock; $0 par value; 20,000,000 shares 

authorized and no shares issued and outstanding on 

an actual, pro forma and pro forma as adjusted basis     —                   

Common stock: $0 par value, 500,000,000 shares 

authorized; 65,006,438 shares issued and outstanding 

on an actual basis; 500,000,000 shares authorized 

and            shares issued and outstanding on a pro 

forma basis; 500,000,000 shares authorized 

and            shares issued and outstanding on a pro 

forma as adjusted basis     45,310,905                   

Additional paid-in capital     13,853,902                   

Accumulated deficit     (70,560,685 )                 

Total stockholders’ (deficit) equity     (11,395,878 )                 

Total capitalization   $ 3,115,264     $       $      

   
(1) Each $1.00 increase (decrease) in the assumed initial public offering price of $               per share, which is 

the midpoint of the price range set forth on the cover page of this prospectus, would increase (decrease) the 

pro forma as adjusted amount of each of cash and cash equivalents, additional paid-in capital, total 

stockholders’ (deficit) equity and total capitalization by approximately $              , assuming that the number 

of shares offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting 

estimated underwriting discounts and commissions and estimated offering expenses payable by us. Similarly, 

each increase (decrease) of 1.0 million shares in the number of shares offered by us at the assumed initial 

public offering price of $               per share, which is the midpoint of the price range set forth on the cover 

page of this prospectus, would increase (decrease) the pro forma as adjusted amount of each of cash and cash 

equivalents, additional paid-in capital, total stockholders’ (deficit) equity and total capitalization by 

approximately $              , assuming the shares of our common stock offered by this prospectus are sold at 

the assumed initial public offering price of $               per share, which is the midpoint of the price range set 

forth on the cover page of this prospectus, and after deducting the estimated underwriting discounts and 

commissions and estimated offering expenses payable by us. 

  

The table above does not include: 

   
●                          shares of common stock issuable upon the exercise of warrants to purchase common stock 

that were exercisable and outstanding as of                          ,               at a weighted average exercise price of 

$               per share; 

   
●                          shares of common stock issuable upon the conversion of $                    of convertible notes 

outstanding as of                          ,                  that convert at $              per share; 

   
●                          shares of common stock issuable upon the exercise of stock options outstanding as 

of                          ,              under the Incentive Plans, at a weighted average exercise price of $                 per 

share; 



   
●                          shares of common stock reserved for future issuance as of                          ,                under 

the 2018 Plan; and 

   
●                      shares of common stock issuable upon exercise of stock options outstanding as 

of                          , issued outside of the Incentive Plans. 
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DILUTION 

  

If you invest in our common stock in this offering, your ownership interest will be diluted immediately to the extent 

of the difference between the initial public offering price per share of our common stock and the pro forma as adjusted 

net tangible book value per share of our common stock immediately after this offering. 

  

Our historical net tangible book value (deficit) as of                          ,               was $              , or $               per share 

of our common stock. Our historical net tangible book value (deficit) is the amount of our total tangible assets less 

our total liabilities. Our historical net tangible book value (deficit) per share represents historical net tangible book 

value (deficit) divided by the number of shares of our common stock outstanding as of                ,                . 

  

Our pro forma net tangible book value as of                          ,                 was $            , or $                per share of 

common stock. Pro forma net tangible book value per share represents our net tangible book value divided by the 

number of shares of our common stock outstanding as of                      ,                   , after giving effect to the Preferred 

Stock Conversion in connection with the closing of this offering. 

  

After giving further effect to our sale of                          shares of our common stock in this offering at an assumed 

initial public offering price of $                  per share, the midpoint of the price range set forth on the cover page of this 

prospectus, and after deducting the estimated underwriting discounts and commissions and estimated offering 

expenses payable by us, our pro forma as adjusted net tangible book value as of                         ,                   would 

have been approximately $              , or approximately $               per share. This amount represents an immediate 

increase in pro forma as adjusted net tangible book value of $                per share to our existing stockholders and an 

immediate dilution of approximately $               per share to new investors purchasing shares of our common stock in 

this offering. 

  

Dilution per share to new investors is determined by subtracting pro forma as adjusted net tangible book value per 

share after this offering from the initial public offering price per share paid by new investors. The following table 

illustrates this dilution on a per share basis (without giving effect to any exercise by the underwriters of their option 

to purchase additional shares): 

  

Assumed initial public offering price per share            $             

Historical net tangible book value (deficit) per share as of                 ,             $                     

Increase (decrease) per share attributable to the pro forma adjustments 

described above    $     
  

    
  

Pro forma net tangible book value (deficit) per share as 

of                 ,         before giving effect to this offering    $     
  

    
  

Increase in pro forma as adjusted net tangible book value (deficit) per share 

attributable to new investors purchasing common stock in this offering    $     
  

    
  

Pro forma as adjusted net tangible book value (deficit) per share after giving 

effect to this offering          
  

$   
  

Dilution in pro forma as adjusted net tangible book value (deficit) per share to 

new investors purchasing common stock in this offering          
  

$   
  

  



Each $1.00 increase (decrease) in the assumed initial public offering price would increase (decrease) our pro forma as 

adjusted net tangible book value by $                , or $                 per share, and dilution per share to new investors in 

this offering by $                 per share, assuming that the number of shares offered by us, as set forth on the cover of 

this prospectus, remains the same and after deducting estimated underwriting discounts and commissions and 

estimated offering expenses payable by us. We may also increase or decrease the number of shares we are offering. 

An increase of 1,000,000 shares offered by us, as set forth on the cover page of this prospectus, would increase our 

pro forma as adjusted net tangible book value (deficit) after this offering by approximately $                , or 

$                 per share, and decrease dilution per share to new investors in this offering by $                 per share, 

assuming the assumed initial public offering price remains the same and after deducting estimated underwriting 

discounts and commissions and estimated offering expenses payable by us. A decrease of 1,000,000 shares offered by 

us, as set forth on the cover page of this prospectus, would decrease our pro forma as adjusted net tangible book value 

after this offering by approximately $                , or $                 per share, and increase dilution per share to new 

investors in this offering by $                 per share, assuming the assumed initial public offering price remains the same 

and after deducting estimated underwriting discounts and commissions and estimated offering expenses payable by 

us. 
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If the underwriters exercise their option to purchase additional shares in full, our pro forma as adjusted net tangible 

book value after this offering would be approximately $                , or $                 per share, representing an immediate 

increase in pro forma as adjusted net tangible book value per share of $                 to existing stockholders and 

immediate dilution in pro forma as adjusted net tangible book value per share of $                 to new investors in this 

offering, based on the assumed initial public offering price and after deducting estimated underwriting discounts and 

commissions and estimated offering expenses payable by us. 

  

The following table summarizes, as of                 ,                 , on the pro forma as adjusted basis described above, the 

total number of shares of common stock purchased from us on an as converted to common stock basis, the total 

consideration paid or to be paid and the average price per share paid or to be paid by existing stockholders and by 

new investors in this offering at an assumed initial public offering price of $                 per share, before deducting 

estimated underwriting discounts and commissions and estimated offering expenses payable by us. As the table 

shows, new investors purchasing common stock in this offering will pay an average price per share substantially 

higher than our existing stockholders paid. 

  

    Shares Purchased     Total Consideration     

Average 

Price   

    Number     Percent     Amount     Percent     Per Share   

Existing stockholders                    %   $                      %   $                 

New investors participating in this 

offering                                         

Total             100 %   $         100 %   $     

  

The table above assumes no exercise of the underwriters’ option to purchase additional shares in this offering. If the 

underwriters’ option to purchase additional shares is exercised in full, the number of shares of our common stock held 

by existing stockholders would be reduced to                % of the total number of shares of our common stock 

outstanding after this offering, and the number of shares of common stock held by new investors purchasing in this 

offering would be increased to                % of the total number of shares of our common stock outstanding after this 

offering. 

  

The discussion and tables (other than the historical net tangible book value calculation) above are based on the number 

of shares of our common stock outstanding as of                 ,                , plus the shares issuable upon the Preferred 

Stock Conversion in connection with the closing of this offering, and excludes: 

  



 
●                       shares of common stock issuable upon the exercise of warrants to purchase common stock that 

were exercisable and outstanding as of                       ,               at a weighted average exercise price of 

$             per share; 

   
●                       shares of common stock issuable upon the conversion of $               of convertible notes 

outstanding as of                       ,               that convert at $              per share; 

   
●                       shares of common stock issuable upon the exercise of stock options outstanding as 

of                       ,               under the Incentive Plans, at a weighted average exercise price of $              per 

share; 

   
●                       shares of common stock reserved for future issuance as of                       ,             under the 2018 

Plan; and 

   
●                       shares of common stock issuable upon exercise of stock options outstanding as 

of                       ,                issued outside of the Incentive Plans. 

  

To the extent that new stock options are issued or any outstanding stock options are exercised, or we issue additional 

shares of common stock in the future, there will be further dilution to new investors. In addition, we may choose to 

raise additional capital because of market conditions or strategic considerations, even if we believe that we have 

sufficient funds for our current or future operating plans. If we raise additional capital through the sale of equity or 

convertible debt securities, the issuance of these securities could result in further dilution to our stockholders. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 

OPERATIONS 

  

You should read the following discussion and analysis of our financial condition and results of operations together 

with our financial statements and the related notes appearing elsewhere in this prospectus. This discussion and other 

parts of this prospectus contain forward-looking statements that involve risks and uncertainties, such as statements 

regarding our plans, objectives, expectations, intentions and projections. Our actual results could differ materially 

from those discussed in these forward-looking statements. Factors that could cause or contribute to such differences 

include, but are not limited to, those discussed in the “Risk Factors” section of this prospectus.  

  

U.S. Dollars are denoted herein by “USD”, “$” and “dollars”.  

  

Overview 

  

We have a series of highly disruptive advanced-safe-smart platform technologies. Our first-generation technologies 

enable light fixtures, ceiling fans and other electrically wired products to be installed safely and plugged-in, into a 

ceiling’s electrical outlet box within seconds, and without the need to touch hazardous wires. The plug and play 

technology method is a universal power-plug device that has a matching receptacle that is simply connected to the 

electrical outlet box on the ceiling, enabling a safe and quick plug and play installation of light fixtures and ceiling 

fans in just seconds. The plug and play power-plug technology, eliminates the need of touching hazardous electrical 

wires while installing light fixtures, ceiling fans and other hard wired electrical products. In recent years we have 

expanded the capabilities of our power-plug product, to include advanced safe and quick universal installation 

methods, as well as advanced smart capabilities. The smart features include control of light fixtures and ceiling fans 

by the SkyHome App, through WIFI, BLE and voice control. It allows scheduling, energy savings eco mode, dimming, 

back-up emergency light, night light, light color changing and much more. Our second-generation technology is an 

all-in-one safe and smart advanced platform that is designed to enhance all-around safety and lifestyle of homes and 

other buildings. We hold over 60 U.S. and global patents and patent applications and have received a variety of final 



electrical code approvals, including UL, United Laboratories of Canada (cUL) and Conformité Européenne (CE), and 

2017 and 2020 inclusion in the NEC Code Book. 

  

The ongoing COVID-19 global and national health emergency has caused significant disruption in the international 

and United States economies and financial markets. In March 2020, the World Health Organization declared the 

COVID-19 outbreak a pandemic. The spread of COVID-19 has caused illness, quarantines, cancellation of events and 

travel, business and school shutdowns, reduction in business activity and financial transactions, labor shortages, supply 

chain interruptions and overall economic and financial market instability. All 50 states in the United States and the 

District of Columbia have reported cases of individuals infected with COVID-19. All states declared states of 

emergency during the course of the pandemic, some of which remain in effect. Similar impacts have been experienced 

in every country in which we do business. Impacts to our business could be widespread and global, and material 

negative impacts on us may be possible. 

  

Furthermore, we have been following the recommendations of local health authorities to minimize exposure risk for 

our employees, including the temporary closures of our offices and having employees work remotely to the extent 

possible, which has to an extent adversely affected their efficiency. In addition, the cancellation of in-person meetings 

and conferences has had an adverse impact on our business and financial condition and has hampered our ability to 

meet with customers to promote products, generate revenue and access usual sources of liquidity on reasonable terms, 

which in turn has negatively impacted our financial performance. As the situation continues to evolve, we will continue 

to closely monitor market conditions and respond accordingly. 

  

In March 2020, the CARES Act was enacted. Among other things, the CARES Act established the PPP, which funded 

eligible businesses through federally guaranteed loans. Under the PPP, companies are eligible for forgiveness of 

principal and accrued interest if the proceeds are used for eligible costs, which include, but are not limited to, payroll, 

benefits, mortgage, lease, and utility expenses. We have applied for and received certain financial assistance under 

the CARES Act enacted in March 2020 by the U.S. Government in response to COVID-19, as described further below. 
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Results of Operations 

  

Comparison of the Six Months Ended June 30, 2021 and 2020  

  

    

For the Six Months Ended 

June 30,     Change   

    2021     2020     

Six Months Ended 

2021 vs. 2020   

Revenue   $ 99,795     $ 209,171     $ (109,376 )     (52.3 )% 

Cost of Sales     (101,646 )     (441,140 )     339,494       (77.0 )% 

Gross Profit (Loss)     (1,851 )     (231,969 )     230,118       (99.2 )% 

Selling, general and administrative 

expenses     1,768,421       2,892,601       (1,124,180 )     (38.9 )% 

Depreciation and amortization     42,062       46,515       (4,453 )     (9.6 )% 

Total operating expenses     1,810,483       2,939,116       (1,128,633 )     (38.4 )% 

Loss from Operations     (1,812,334 )     (3,171,085 )     1,358,751       (42.8 )% 

Other Income / (Expense)                                 

Interest expense     (281,141 )     (245,977 )     (35,164 )     14.3 % 

Gain on exchange     7,886       (559 )     8,445       (1,510.7 )% 

Interest income     35       1,191       (1,156 )     (97.1 )% 

Total other expense – net     (273,220 )     (245,345 )     (27,875 )     11.4 % 

                                  



Net Income (loss) including noncontrolling 

interest     (2,085,554 )     (3,416,430 )     1,330,876       (39.0 )% 

Less net loss attributable to noncontrolling 

interest     —       —       —       —   

Preferred dividends     65,103       65,103       —       0.0 % 

Net income (loss) attributed to common 

shareholders   $ (2,150,657 )   $ (3,481,533 )   $ 1,330,876       (38.2 )% 

                                  

Net Income (Loss) per share – basic and 

diluted   $ (0.03 )   $ (0.03 )   $ —       0.0 % 

  

Revenue 

  

Total net sales for the six months ended June 30, 2021 decreased approximately 52% or $109,376 from the prior year 

period. In 2020 and throughout 2021, we opted to sell through our existing inventory of discontinued products to 

facilitate our planned transition into our new patented product lines. As such, the decrease in revenues was directly 

related to the planned reduction of discontinued inventory as we continued to shift our focus to the development of 

our new patented “Smart” platforms and technologies. 

  

Cost of Sales 

  

We had a cost of sales of $101,646 for the six months ended June 30, 2021, as compared to a cost of sales of $441,140 

for the same period in 2020. The reduction in cost of sales was a result of our decrease in sales due to our decision to 

discontinue our old products and transition to our patented “Smart” platforms and technologies. 

  

Gross Profit 

  

Product gross margin and product gross margin percentage increased during the six months ended June 30, 2021 

compared to the same period in 2020, primarily due to the decrease in cost of sales. As referred to in the Revenue 

section above, our objective in 2021 was to liquidate inventory of our discontinued product lines. As such, we offered 

our customers aggressive discounts. 
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Selling, General and Administrative Expenses 

  

    

For the Six Months Ended 

June 30,     Change   

SG&A Schedule   2021     2020     

Six Months Ended 

2021 vs. 2020   

Product Development   $ 524,572     $ 633,174     $ (108,602 )     (17.2 )% 

Payroll Expenses     357,579       659,638       (302,059 )     (45.8 )% 

Selling Expense, Direct     19,763       75,597       (55,834 )     (73.9 )% 

General & Administrative Expense     53,709       162,966       (109,257 )     (67.0 )% 

Professional Fees     251,027       308,799       (57,772 )     (18.7 )% 

China Operations     130,559       190,004       (59,445 )     (31.3 )% 

Sales and Marketing Expense     96       47,619       (47,523 )     (99.8 )% 

Warehouse & Logistic Expense     9,270       9,839       (569 )     (5.8 )% 

Insurance Expense     49,658       85,210       (35,552 )     (41.7 )% 

Software & IT Expense     34,802       30,255       4,547       15.0 % 

Total Operating SG&A expense   $ 1,431,035     $ 2,203,101     $ (772,066 )     (35.0 )% 



Stock Compensation     165,000       689,500       (524,500 )     (76.1 )% 

Option Compensation     172,386       —       172,386       N/A   

Depreciation & Amortization     42,062       46,515       (4,453 )     (9.6 )% 

Non-Cash SG&A expense   $ 379,448     $ 736,015     $ (356,567 )     (48.4 )% 

Total SG&A expense   $ 1,810,483     $ 2,939,116     $ (1,128,633 )     (38.4 )% 

  

Selling, general and administrative expense (“SG&A”), net of depreciation and amortization and equity compensation, 

decreased approximately 35% or $772,066 to $1,431,035 during the six months ended June 30, 2021, from $2,203,101 

for the same period ended 2020. This decrease in SG&A was consistent with the decrease of revenue resulting from 

our inventory transition referred to above, and the reduction of operating expenses resulting from the COVID-19 

pandemic. The decrease in SG&A was related to the discontinued use of a third-party logistics center, the reduction 

and discontinuation of certain office leases, reduction of travel expenses and the reduction of management salaries. 

These reductions were in part related to our planned transition and COVID-19. 

  

Other changes in operating expenses included the following: 

  

Stock compensation decreased $524,500 to $165,000 for the six months ended June 30, 2021. 

  

Stock option compensation increased to $172,386 from $0 for the six months ended June 30, 2021 and 2020, 

respectively. The increase was primarily related to $64,325 pursuant to the chairman incentive agreement and 

$108,061 pursuant to employee and contractor agreements. 

  

Loss from Operations  

  

Loss from operations decreased $1,358,751 to $1,812,334 during the six months ended June 30, 2021, from 

$3,171,085 for the same period in 2020. The decrease in operating loss was directly related to the reduction of total 

operating expenses by 38.4%. The loss from operations was primarily due to the liquidation of our discontinued 

product line as we continued to develop and transition to our new patented “Smart” platforms and technologies. 

  

Other Income (Expense) 

  

Total other expenses for the six months ended June 30, 2021 increased by 11% or $27,875 compared to the six months 

ended June 30, 2020. The increase was primarily due to an increase in interest expense of $35,164 and a decrease in 

interest income of $1,156, partially offset by an increase in gain on exchange of $8,445. 

  

Net Loss and Net Loss per Share  

  

We incurred a net loss for the six months ended June 30, 2021 of $2,085,554 or $0.03 per share, as compared to the 

prior year period net loss of $3,416,430 or $0.03 per share. Non-GAAP EBITDA to account for non-cash items 

resulted in an adjusted net loss of $1,432,886 or $0.02 per share and $2,435,070 or $0.05 per share for the six months 

ended June 30, 2021 and 2020, respectively. 

  

Comparison of the Years Ended December 31, 2020 and 2019  

  

    

For the Year Ended 

December 31,     Change   

    2020     2019     2020 vs. 2019   

Revenue   $ 258,376     $ 3,809,752     $ (3,551,376 )     (93.2 )% 

Cost of Sales     (503,033 )     (3,549,030 )     3,045,997       (85.8 )% 

Gross Profit (Loss)     (244,657 )     260,722       (505,379 )     (193.8 )% 

Selling, general and administrative 

expenses     8,635,011       16,483,480       (7,848,469 )     (20.6 )% 

Depreciation and amortization     106,309       107,241       (932 )     (0.9 )% 

Total operating expenses     8,741,320       16,590,721       (7,849,401 )     (47.3 )% 

Loss from Operations     (8,985,977 )     (16,329,999 )     7,344,022       (45.0 )% 



Other Income / (Expense)                                 

Interest expense     (515,515 )     (490,626 )     (24,889 )     5.1 % 

Other income, SBA Loan forgiveness     257,468       —       257,468       N/A   

Gain on exchange     408       726       (318 )     (43.8 )% 

Gain on debt forgiveness (license)     —       49,706       (49,706 )     (100.0 )% 

Interest income     1,511       17,494       (15,983 )     (91.4 )% 

Total other expense - net     (256,128 )     (422,700 )     166,572       (39.4 )% 

                                  

Net Income (loss) including noncontrolling 

interest     (9,242,105 )     (16,752,699 )     7,510,594       (44.8 )% 

Less net loss attributable to noncontrolling 

interest     —       —       —       —   

Preferred dividends     130,206       130,206       —       0.0 % 

Net income (loss) attributed to common 

shareholders   $ (9,372,311 )     (16,882,905 )     7,510,594       (44.5 )% 

                                  

Net Income (Loss) per share - basic and 

diluted   $ (0.14 )   $ (0.29 )   $ (0.15 )     (52.3 )% 

  

Revenue 

  

Total net sales decreased approximately 93% or $3,551,000. In 2019 and throughout 2020, we opted to sell through 

our existing inventory of discontinued products to facilitate our planned transition into our new patented product lines. 

As such, the decrease in revenues was directly related to the planned reduction of discontinued inventory as we 

continued to shift our focus to the development of our new patented “Smart” platforms and technologies. 

  

Cost of Sales 

  

We had a cost of sales of $503,033 for the year ended December 31, 2020, as compared to a cost of sales of $3,549,030 

for the year ended December 31, 2019. The reduction in cost of sales was a result of our decrease in sales due to our 

decision to discontinue our old products and transition to our patented “Smart” platforms and technologies. 

  

Gross Profit 

  

Product gross margin and product gross margin percentage decreased during 2020 compared to 2019. As referred to 

in the Revenue section above, our objective in 2020 was to liquidate inventory of our discontinued product lines. As 

such, we offered our customers aggressive discounts, resulting in decreased profit margin. 
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Selling, General and Administrative Expenses  

  

    Year Ended December 31,     Change   

SG&A Schedule   2020     2019     2020 vs. 2019   

Product Development   $ 1,065,048     $ 2,234,229     $ (1,169,182 )     (52.3 )% 

Payroll Expenses     1,085,708       1,585,478       (499,770 )     (31.5 )% 

Selling Expense, Direct     63,708       798,594       (734,886 )     (92.0 )% 

General & Administrative Expense     256,921       662,476       (405,555 )     (61.2 )% 

Professional Fees     533,596       669,698       (136,102 )     (20.3 )% 

China Operations     315,268       522,609       (207,341 )     (39.7 )% 

Sales and Marketing Expense     45,524       224,255       (178,730 )     (79.7 )% 



Warehouse & Logistic Expense     13,013       100,404       (87,391 )     (87.0 )% 

Insurance Expense     142,466       114,205       28,261       24.7 % 

Software & IT Expense     45,331       54,406       (9,075 )     (16.7 )% 

Total Operating SG&A expense   $ 3,566,583     $ 6,966,354     $ (3,399,771 )     (48.8 )% 

Equity Compensation     5,068,428       9,517,126       (4,448,698 )     (46.7 )% 

Depreciation & Amortization     106,309       107,241       (932 )     (0.9 )% 

Non-Cash SG&A expense   $ 5,174,737     $ 9,624,367     $ (4,449,630 )     (46.2 )% 

Total SG&A expense   $ 8,741,320     $ 16,590,721     $ (7,849,401 )     (47.3 )% 

  

SG&A expense, net of depreciation and amortization and equity compensation, decreased approximately 49% or 

$3,399,771 to $3,566,583 during the year ended December 31, 2020, from $6,966,354 for the year ended December 

31, 2019. This decrease in SG&A was consistent with the decrease of revenue resulting from our inventory transition 

referred to above, and the reduction of operating expenses resulting from the COVID-19 pandemic. The decrease in 

SG&A was related to the discontinued use of a third-party logistics center, the reduction and discontinuation of certain 

office leases, reduction of travel expenses and the reduction of management salaries. These reductions were in part 

related to our planned transition and COVID-19. 

  

Other changes in operating expenses included the following: 

  

Stock compensation decreased $6,375,638 to $2,902,981 for the year ended December 31, 2020. Stock option 

compensation increased $1,926,940 to $2,165,447 for the year ended December 31, 2020. The increase was primarily 

related to executive management incentives. 

  

Loss from Operations  

  

Loss from operations decreased $7,344,022 to $8,985,977 during the year ended December 31, 2020, from 

$16,329,999 for the year ended December 31, 2019. The decrease in operating loss was directly related to the reduction 

of SG&A expenses. The loss from operations was primarily due to the liquidation of our discontinued product line as 

we continued to develop and transition to our new patented “Smart” platforms and technologies. 

  

Other Income (Expense) 

  

Total other expenses decreased $166,572 to $256,128 from $422,700 for the year ended December 31, 2020 and 2019, 

respectively. In 2020, we recognized other income of $257,468 related to debt forgiveness of the PPP1 Loan (as 

defined below). Refer below for additional information on the COVID-19 pandemic impact and related CARES Act 

loans. 

  

Net Loss and Net Loss per Share  

  

We incurred a net loss for the year ended December 31, 2020 of $9,242,105 or $0.14 per share, as compared to the 

year ended December 31, 2019, when the net loss was $16,752,699 or $0.29 per share. Non-GAAP EBITDA to 

account for non-cash items resulted in an adjusted net loss of $3,811,240 or $0.06 per share and $6,705,632 or $0.12 

per share for the years ended 2020 and 2019, respectively. 
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Liquidity and Capital Resources 

  

As of June 30, 2021 and December 31, 2020, we had $3,159,691 and $2,308,871 in cash and cash equivalents, 

respectively. As we develop our revenue base, we have raised additional funds through the sale of our common stock 

and issuance of debt. We believe that our sources of liquidity and capital will be sufficient to finance our continued 

operations for at least the next 12 months. Our debt included a $10,000,000 secured loan, arranged in April 2016 



pursuant to a promissory note between us and NBG, to support our working capital needs. As of both June 30, 2021 

and December 31, 2020, we had $5,458,642 outstanding under the note (exclusive of interest). In November 2021, we 

reached an agreement to enter into a new secured promissory note with NBG, in the amount of approximately $5.8 

million, which will amend and replace the existing promissory note. The unpaid principal will accrue interest at the 

Wall Street Journal prime rate plus 1.75% per year. The amended note will mature sixty months following the date of 

issuance. The Company will be required to make the following payments to NBG: on the date of issuance, $243,000; 

on December 30, 2021, an amount equal to all accrued and unpaid interest as of such date, plus $100,000; and on each 

of July 1, 2022, December 30, 2022, July 1, 2023 and December 30, 2023, an installment payment in an amount equal 

to all accrued and unpaid interest as of the respective date, plus $200,000. Beginning January 15, 2024, the Company 

will be required to pay equal monthly installments of $141,859.74 in principal, plus interest. The Company may prepay 

the amounts due under the note at any time and from time to time. The note will contain customary events of default 

and, in the event an event of default occurs, the note and all accrued interest will become immediately due and payable. 

The note will be secured by the existing pledge and security agreement and by a first priority security interest in 

substantially all of the Company’s assets. 

  

We also received two loans granted under the PPP and a loan (the “EIDL Loan”) from the SBA under its Economic 

Injury Disaster Loan (“EIDL”) assistance program in light of the impact of the COVID-19 pandemic on the 

Company’s business. The PPP loans consist of a $269,500 loan granted on April 13, 2020 (the “PPP1 Loan”), which 

matures on April 13, 2025 and of which $257,468 was forgiven during 2021, and a $178,235 loan granted under the 

PPP Second Draw program on February 3, 2021 (the “PPP2 Loan”), which matures on February 3, 2026 and for which 

we have requested forgiveness in accordance with the application requirements. As of the date of this filing, the 

Company has not received a reply to its request and there can be no assurance that such PPP2 Loan will be forgiven, 

in whole or in part. The EIDL Loan, which has a principal amount of $150,000, was granted pursuant to a promissory 

note and security agreement with the SBA, dated June 24, 2020, and matures June 24, 2050. As of June 30, 2021, the 

loan balance under the (i) PPP1 Loan was $22,032 (including the effects of a $10,000 EIDL (as defined below) 

advancement), (ii) the PPP2 Loan was $178,235, and (iii) the EIDL Loan was $150,000. In addition, we have $1.3 

million outstanding in subordinated convertible promissory notes sold between September 2020 and January 2021, 

which mature in three years from the date of issuance. For additional information regarding our debt and our equity 

issuances, see Note 5, Debt, and Note 10, Stockholders’ Deficit, to the unaudited consolidated financial statements for 

the six months ended June 30, 2021 and Note 6, Debt, and Note 11, Stockholders’ Deficit, to the consolidated financial 

statements for the year ended December 31, 2020. Following June 30, 2021, in August 2021, we sold 16,667 shares 

of common stock and 16,667 warrants to Bridge Line Ventures (as defined below), for aggregate gross proceeds of 

approximately $200,000, and in October 2021, we sold 37,502 shares of common stock and 37,502 warrants to various 

investors, for aggregate gross proceeds of approximately $450,000. In addition, a significant stockholder of the 

Company provided a letter of financial support to the Company. We are continuing to raise funds, and we intend to 

raise additional capital towards our upcoming product launch, which may include equity or debt arrangements in 

addition to the completion of this initial public offering. 

  

In addition, we have agreed to pay GE certain minimum royalty payments under the License Agreement. In December 

2020, we agreed to pay a total of approximately $5.1 million to GE in quarterly installments through December 2023. 

As of June 30, 2021, the outstanding balance of such royalty payments was approximately $4.1 million. For additional 

information regarding the royalty payments, see Note 6, GE Royalty Obligations, to the unaudited consolidated 

financial statements for the six months ended June 30, 2021 and Note 7, GE Royalty Obligations, to the consolidated 

financial statements for the year ended December 31, 2020. 
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The following is a summary of our cash balances and cash flows as of and for the six months ended June 30, 2021 and 

2020 and the years ended December 31, 2020 and 2019: 

  

    

Six Months Ended 

June 30,     

Year Ended 

December 31,     Change   



Net Cash Flows   2021     2020     2020     2019     

Six Months 

Ended 

2021 vs. 2020     

Year Ended 

2020 vs. 2019   

Cash Flows from 

Operating Activities   $ (1,804,889 )   $ (1,584,173 )   $ (3,129,293 )   $ (6,186,889 )   $ (220,716 )     14 %   $ 3,057,596       (49 )% 

Cash Flows from 

Investing Activities   $ (86,887 )   $ (52,509 )   $ (109,876 )   $ (232,566 )   $ (34,378 )     65 %   $ 122,690       (53 )% 

Cash Flows from 

Financing Activities   $ 2,742,596     $ 464,405     $ 3,674,303     $ 3,418,686     $ 2,278,191       491 %   $ 255,617       7 % 

Cash and Cash 

Equivalents, including 

Restricted Cash, End 

of Year   $ 3,159,691     $ 701,460     $ 2,308,871     $ 1,873,737     $ 2,458,231       350 %   $ 435,134       23 % 

  

  

  

  

For the six months ended June 30, 2021, we used $1,804,889 of cash for operations as compared with $1,584,173 

used for the same period in 2020. The increase in cash used for operations was primarily due to the increased payments 

of GE Royalty obligations which was offset by a decrease of operating expenses of about 35%, net of depreciation, 

amortization and equity compensation. The reduction of operating expenses related to the decrease in revenue and 

operating shutdown resulting from the COVID-19 pandemic. 

  

For the six months ended June 30, 2021, we used $86,887 of cash for investing activities as compared with $52,509 

for the same period in 2020. The investments in the six months ended June 30, 2021 were for patents costs of $86,887. 

In the six months ended June 30, 2020, the investments were $49,199 for patents and $3,310 for equipment. 

  

Net cash flows provided from financing activities amounted to $2,742,596 for the six months ended June 30, 2021 as 

compared with $464,405 during the same period in 2020. In the six months ended June 30, 2021, we had net proceeds 

from the issuance of common stock of $2,579,464, the PPP2 Loan of $178,235, proceeds from convertible notes of 

$50,000 and paid dividends to our preferred shareholders of $65,103. This compares with the same period in 2020 

when we had proceeds from stock issuances of $100,008 and proceeds from the PPP1 Loan of $279,500, proceeds 

from the EIDL Loan of $150,000 and paid dividends of $65,103 to our preferred shareholders. 

  

As a result of the above operating, investing and financing activities, we increased our cash position by $850,820 at 

June 30, 2021 as compared to a decrease of $1,172,277 in cash for the same period in 2020. We had $3,159,691 in 

cash and cash equivalents at June 30, 2021, as compared to $701,460 at June 30, 2020. 

  

For the year ended December 31, 2020, we used $3,129,293 of cash for operations as compared with $6,186,889 used 

for the same period in 2019. The decrease in cash used for operations was primarily due to the decrease of about 49% 

of operating expenses, net of depreciation, amortization and equity compensation. The reduction of operating expenses 

related to the decrease in revenue and operating shutdown resulting from the COVID-19 pandemic. 

  

For the year ended December 31, 2020, we used $109,876 of cash for investing activities as compared with $232,566 

for the same period in 2019. The investments in 2020 were for patents costs of $94,540 and equipment of $15,336. In 

2019, the investments were $145,807 for patents and $86,759 for equipment. 

  

Net cash flows provided from financing activities amounted to $3,674,303 for the year ended December 31, 2020 as 

compared with $3,418,686 during the same period in 2019. In 2020, we had net proceeds from the issuance of common 

stock of $100,008, proceeds from the exercise of warrants of $2,025,000, proceeds from convertible notes of 

$1,250,000, proceeds from the PPP1 Loan and EIDL Loan of $429,500 and paid dividends to our preferred 

shareholders of $130,206. This compares with the same period in 2019 when we had proceeds from stock issuances 

of $2,950,004 and proceeds from the exercise of warrants of $1,136,550 and had net payments on the NBG promissory 

note of $537,662 and paid dividends of $130,206 to our preferred shareholders. During 2021, we requested forgiveness 

of the PPP1 Loan in accordance with the application requirements. In September 2021, we received confirmation for 



loan forgiveness of $257,468 which was recognized as Other Income. At December 31, 2020, the PPP1 Loan and 

EIDL Loan balances were $22,032 and $150,000, respectively. 
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As a result of the above operating, investing and financing activities, we increased our cash position by $435,134 at 

December 31, 2020 as compared to the net use of $3,000,768 in cash for the same period in 2019. We had $2,308,871 

in cash and cash equivalents at December 31, 2020, as compared to $1,873,737 at December 31, 2019. 

  

    June 30,     December 31,     Change   

    2021     2020     2020     2019     

June 30, 

2021 vs. 2020     

December 31, 

2020 vs. 2019   

Working capital:                                                                 

Total current assets   $ 4,141,220     $ 1,680,844     $ 3,229,065     $ 3,542,911     $ 2,460,376       146 %   $ (313,846 )     (9 )% 

Total current liabilities   $ 2,778,442     $ 1,313,409     $ 2,210,704     $ 1,018,956     $ 1,465,033       112 %   $ 1,191,748       117 % 

Working capital   $ 1,362,778     $ 367,435     $ 1,018,361     $ 2,523,955     $ 995,343       271 %   $ (1,505,594 )     (60 )% 

  

We had working capital of $1,362,778 as of June 30, 2021, as compared to $367,435 as of June 30, 2020. Working 

capital increased by about $995,343 or 271% which was primarily attributable to proceeds from the sale of common 

stock and issuance of convertible notes, which were partially offset by an increase in accrued expenses and the current 

portion of notes payable. 

  

The decrease in working capital at December 31, 2020 as compared to December 31, 2019 was primarily attributable 

to a decrease in current assets of $313,846 and an increase in current liabilities of $1,191,748. The net decrease in 

working capital was primarily related to the decrease in accounts receivable and inventory and an increase in accrued 

expenses and the current portion of notes payable. 

  

A majority of our sales do not require us to take delivery of inventory. Production of the Sky technology and products 

will be originated upon receipt of FOB (free on board) purchase contracts from customers. Upon the completion of 

each purchase contract, the finished products will be transported from the manufacturer directly to the ports and loaded 

on vessels secured by the customer, upon which the products become the property of the customer. Our sales were 

impacted during the six months ended June 30, 2021 and 2020 and the years ended December 31, 2020 and 2019 as 

we executed the liquidation of discontinued inventory as we continued the development of our new patented “Smart” 

platforms and technologies. 

  

Non-GAAP Financial Measures  

  

To supplement our consolidated financial statements, which are prepared and presented in accordance with generally 

accepted accounting principles in the United States of America (“GAAP”), management uses adjusted net income 

(loss) to evaluate operating and financial performance and believes the measure is useful to investors because it 

eliminates the impact of certain noncash and/or other items that management does not consider to be indicative of our 

performance from period to period. Management also believes this non-GAAP measure is useful to investors to 

evaluate and compare our operating and financial performance across periods, as well as facilitating comparisons to 

others in our industry, although other companies may calculate this non-GAAP measure differently, which may limit 

the usefulness of this measures for comparative purposes. 

  

We use the non-GAAP financial measure of Adjusted EBITDA, which is defined as net income (loss), plus interest 

income; interest expense; depreciation and amortization; unrealized derivative gains and losses; non-recurring income 

and expenses; and stock-based compensation expense. We believe that Adjusted EBITDA helps identify underlying 

trends in our business that could otherwise be masked by the effect of the expenses that we exclude in Adjusted 

EBITDA. 

  



These non-GAAP measures should not be considered in isolation or as a substitute for, or superior to, financial 

measures calculated in accordance with GAAP. These non-GAAP financial measures exclude significant expenses 

and income that are required by GAAP to be recorded in our financial statements and are subject to inherent 

limitations. Investors should review the reconciliations of these non-GAAP financial measures to the comparable 

GAAP financial measures that are included below. Investors should not rely on any single financial measure to 

evaluate our business. 
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The following table presents a reconciliation of Adjusted EBITDA to net loss, the most comparable GAAP financial 

measure, for each of the periods presented: 

  

    Six Months Ended June 30,     Year Ended December 31,   

    2021     2020     2020     2019   

Adjusted EBITDA reconciliation to Net 

Income (Loss):                                 

Net (loss) income   $ (2,085,554 )   $ (3,416,430 )   $ (9,242,105 )   $ (16,752,699 ) 

                                  

Other Income / (Expense)                                 

Stock compensation, common     (165,000 )     (689,500 )     (2,902,981 )     (9,278,619 ) 

Stock compensation, options     (172,386 )     —       (2,165,447 )     (238,507 ) 

Depreciation and amortization     (42,062 )     (46,515 )     (106,309 )     (107,241 ) 

Interest expense     (281,141 )     (245,977 )     (515,515 )     (490,626 ) 

Other income, SBA Loan forgiveness     —       —       257,468       —   

Gain on exchange     7,886       (559 )     408       726   

Gain on debt forgiveness (license)     —       —       —       49,706   

Interest income     35       1,191       1,511       17,494   

Total adjustment     (652,668 )     (981,360 )     (5,430,865 )     (10,047,067 ) 

                                  

Adjusted EBITDA   $ (1,432,886 )   $ (2,435,070 )   $ (3,811,240 )   $ (6,705,632 ) 

                                  

Net Income (Loss) per share - basic and 

diluted   $ (0.02 )   $ (0.05 )   $ (0.06 )   $ (0.12 ) 

  

Off Balance Sheet Arrangements 

  

We do not have any off-balance sheet arrangements 

  

Future Impact of COVID-19  

  

The negative impact of the COVID-19 pandemic on companies continues and we are currently unable to assess with 

certainty the broad effects of COVID-19 on our future business. As of June 30, 2021 and December 31, 2020, we had 

no material assets that would be subject to impairment or change in valuation due to COVID-19. 

  

Critical Accounting Policies  

  

Our significant accounting policies are disclosed in Note 2 to our consolidated financial statements for the year ended 

December 31, 2020. The following is a summary of those accounting policies that involve significant estimates and 

judgment of management. 

  

Use of Estimates 



  

The preparation of financial statements in conformity with GAAP requires management to make estimates and 

assumptions that affect the amounts reported in our financial statements and accompanying notes. 

  

Such estimates and assumptions impact both assets and liabilities, including but not limited to: net realizable value of 

accounts receivable and inventory, estimated useful lives and potential impairment of property and equipment, the 

valuation of intangible assets, estimate of fair value of share based payments and derivative liabilities, estimates of 

fair value of warrants issued and recorded as debt discount, estimates of tax liabilities and estimates of the probability 

and potential magnitude of contingent liabilities. 
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Making estimates requires management to exercise significant judgment. It is at least reasonably possible that the 

estimate of the effect of a condition, situation or set of circumstances that existed at the date of the financial statements, 

which management considered in formulating its estimate could change in the near term due to one or more future 

non-conforming events. Accordingly, actual results could differ significantly from estimates. 

  

Fair Value of Financial Instruments 

  

Disclosures about fair value of financial instruments require disclosure of the fair value information, whether or not 

recognized in the balance sheet, where it is practicable to estimate that value. As of June 30, 2021 and December 31, 

2020 and 2019, we believe the amounts reported for cash, prepaid expenses, accounts payable, accounts payable – 

related party, accrued expenses and other current liabilities, accrued interest, notes payable and convertible note 

payable approximate fair value because of their short maturities. 

  

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 

transaction between market participants at the measurement date. ASC Topic 820 established a three-tier fair value 

hierarchy, which prioritizes the inputs used in measuring fair value. The hierarchy gives the highest priority to 

unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements) and the lowest 

priority to unobservable inputs (level 3 measurements). These tiers include: 

   
● Level 1, defined as observable inputs such as quoted prices for identical instruments in active markets; 

   
● Level 2, defined as inputs other than quoted prices in active markets that are either directly or indirectly 

observable such as quoted prices for similar instruments in active markets or quoted prices for identical or 

similar instruments in markets that are not active; and 

   
● Level 3, defined as unobservable inputs in which little or no market data exists, therefore requiring an entity 

to develop its own assumptions, such as valuations derived from valuation techniques in which one or more 

significant inputs or significant value drivers are unobservable. 

  

Stock-Based Compensation 

  

Stock-based compensation is accounted for based on the requirements of ASC 718 – “Compensation–Stock 

Compensation”, which requires recognition in the financial statements of the cost of employee, non-employee and 

director services received in exchange for an award of equity instruments over the period the employee or director is 

required to perform the services in exchange for the award (presumptively, the vesting period). The ASC also requires 

measurement of the cost of employee and director services received in exchange for an award based on the grant-date 

fair value of the award. 

  

Stock-based compensation is measured at the grant date based on the value of the award granted using the Black- 

Scholes option pricing model based on projections of various potential future outcomes and recognized over the period 



in which the award vests. For stock awards no longer expected to vest, any previously recognized stock compensation 

expense is reversed in the period of termination. The stock-based compensation expense is included in general and 

administrative expenses. 

  

Revenue Recognition 

  

We account for revenues in accordance with Accounting Standards Update No. 2014-09, “Revenue from Contracts 

with Customers” (Topic 606). 

  

Under Topic 606, revenue is recognized when control of the promised goods or services is transferred to our customers, 

in an amount that reflects the consideration we expect to be entitled to in exchange for those goods or services. 
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We determine revenue recognition through the following steps: 

   
● identification of the contract, or contracts, with a customer; 

   
● identification of the performance obligations in the contract; 

   
● determination of the transaction price; 

   
● allocation of the transaction price to the performance obligations in the contract; and 

   
● recognition of revenue when, or as, we satisfy a performance obligation. 

  

Income Taxes 

  

We account for income taxes using the asset and liability method. Under the asset and liability method, deferred tax 

assets and liabilities are recognized for the future tax consequences attributable to differences between the financial 

statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and 

liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those 

temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a 

change in tax rates is recognized in income in the period that includes the enactment date. 

  

Recent Accounting Pronouncements 

  

Although there are several new accounting pronouncements issued or proposed by the Financial Accounting Standards 

Board, which we have adopted or will adopt, as applicable, we do not believe any of these accounting pronouncements 

has had or will have a material impact on our financial position or results of operations. 

  

See the notes to the unaudited consolidated financial statements for the six months ended June 30, 2021 and notes to 

the consolidated financial statements for the year ended December 31, 2020 included elsewhere in this prospectus for 

additional discussion regarding recent accounting pronouncements. 
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BUSINESS 

  



Our Mission 

  

As electricity is a standard in every home and building, our mission is to make homes and buildings become safe-

advanced and smart as the standard. 

  

Overview 

  

Sky Technologies has a series of highly disruptive advanced-safe-smart platform technologies, with over 60 U.S. and 

global patents and patent pending applications. Our technologies place an emphasis on high quality and ease of use, 

while significantly enhancing both safety and lifestyle in homes and buildings. We believe that our products are a 

necessity in every room in both homes and other buildings in the U.S. and globally. 

  

Our first-generation technologies enable light fixtures, ceiling fans and other electrically wired products to be installed 

safely and plugged-in, into a ceiling’s electrical outlet box within seconds, and without the need to touch hazardous 

wires. The plug and play technology method is a universal power-plug device that has a matching receptacle that is 

simply connected to the electrical outlet box on the ceiling, enabling a safe and quick plug and play installation of 

light fixtures and ceiling fans in just seconds. The plug and play power-plug technology, eliminates the need of 

touching hazardous electrical wires while installing light fixtures, ceiling fans and other hard wired electrical products. 

In recent years we have expanded the capabilities of our power-plug product, to include advanced safe and quick 

universal installation methods, as well as advanced smart capabilities. The smart features include control of light 

fixtures and ceiling fans by the SkyHome App, through WIFI, BLE and voice control. It allows scheduling, energy 

savings eco mode, dimming, back-up emergency light, night light, light color changing and much more. 

  

We believe that due to safety, convenience, cost, and time that all hard-wired electrical products, such as light fixtures, 

ceiling fans and other products, should become plug and play and smart, as the standard, enabling consumers to plug 

their fixtures and control them through their smart phones at any time. 

  

Our second-generation technology is an all-in-one safe and smart advanced platform (the “Smart Sky Platform”) that 

is designed to enhance all-around safety and lifestyle of homes and other buildings. 

  

We believe that our patented advanced, safe and smart home platform technologies will make homes and buildings 

safer and smart as a standard, in a fraction of the time and cost, as compared to other market products. 

  

We believe that our smart home products will enable builders to deliver smart homes as a standard, in the same way 

they deliver electricity and appliances as a standard. 

  

As our advanced, safe and smart products can be easily implemented and installed in both existing and new homes 

and buildings in just minutes, it will save a major part of the cost and time associated with installation of smart home 

products. As many people spend the majority of time at their homes, we believe that they should have an affordable, 

easily installed, standard solution to make their homes safe, secured and smart. Similarly to how smartphones serve 

people as an all-in-one personal smart platform, we believe that our all-in-one Smart Sky Platform will enable every 

room in homes and other buildings to include a smart platform as a standard. 

  

The all-in-one safe-smart-advanced platform technology is an open system that can integrate with both existing and 

new smart home features, devices, and systems. The advanced platform is designed and built in a way that it can 

accommodate additional smart home features, enabling the platform to serve as a gateway for safe and smart 

technologies into rooms/homes, buildings, and that it can act like a “Panama-Canal” that can accommodate other type 

of software systems, wireless systems, electronic chips and more. 

  

Since 2015, we have generated over $29 million in sales from our standard products. We have decided to wind down 

the sales of our standard products in favor of launching our new line of products, including our smart products and 

our advanced universal Sky Plug & Receptacle. We elected to do so since we believe that the market has great demand 

for smart advanced products, and that we will be able to generate significant sales from our new line of advanced and 

smart products from direct sales as well as from licensing. 
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Safety 

  

We believe that safety is a necessity and the top priority in all aspects of life. Therefore, our technologies and products 

emphasize human safety, home, building and property safety and security, while combining safety features with high 

demand smart home features. 

  

Products  

  

Our products are designed to improve all around home and building safety and lifestyle. 

  

Our First Product: The Weight Bearing Power-Plug 

  

Our first patented technology was the Power-Plug, a weight bearing power plug that acts as a safe and quick installation 

device, designed for “plug and play” installation of weight bearing electronics, such as light fixtures, ceiling fans and 

other electrical products, into ceiling electrical outlet boxes. 

  

Our patented technology consists of a fixable socket and a revolving plug (the Power-Plug) for conducting electric 

power and supporting an electrical appliance attached to a wall or ceiling. The socket is comprised of a non-conductive 

body that houses conductive rings connectable to an electric power supply through terminals in its side exterior. The 

Power-Plug, which is comprised of a non-conductive body that houses corresponding conductive rings, attaches to the 

socket via a male post and can feed electric power to an appliance. The Power-Plug also includes a second structural 

element allowing it to revolve with a releasable latch that, when engaged, provides a retention force between the socket 

and the Power-Plug to prevent disengagement. The socket and Power-Plug can be detached by releasing the latch, 

disengaging the electric power from the Power-Plug. The socket is designed to replace the support bar incorporated 

in electric junction boxes, and the Power-Plug can be installed in light fixtures, ceiling fans, wall sconce fixtures and 

other electrical devices and products. Once installed, the socket can remain affixed to the junction box, enabling any 

electronic fixture installed with the Power-Plug to be connected and/or removed in seconds. The combined socket and 

Power-Plug technology are referred to throughout this prospectus as the “Sky Plug & Receptacle”. 

  

Advanced Products 

  

Sky – Universal Power-Plug & Receptacle: Our universal “plug and play” Sky Plug & Receptacle technology is 

comprised of two devices. The first device is a male Power-Plug Retrofit Kit, which can be easily embedded in the 

base of light fixtures and ceiling fans. The second device is a Ceiling Receptacle, which can be connected to a ceiling 

outlet box. After a one-time installation of the Ceiling Receptacle to a ceiling outlet box, a light fixture or ceiling fan 

that includes the Power-Plug Retrofit Kit can be plugged into the Ceiling Receptacle within seconds. We expect to 

launch our new universal power plug in the first half of 2022. 

  

Smart Products 

  

SkyHome App: Our proprietary SkyHome Application works with both iPhones and Android phones. The SkyHome 

App controls products through WIFI and BLE, and is designed to control its products through additional 

communication methods as needed. The SkyHome App controls various products, features and specifications that 

include, scheduling, controlling, voice control, safety features, security features, lifestyle features, sound, lights, 

dimming, emergency back-up battery and much more. We expect to launch our SkyHome App in the first half of 

2022. 

  

Sky Smart - Universal Power-Plug & Receptacle: Our Sky Smart Plug & Receptacle system contains two devices. 

The male Power-Plug Device which includes a smart electronic board. The male Smart Power-Plug comes as a Retrofit 

Kit, that can be simply embedded to the base of light fixtures and ceiling fans, enabling them to become both Plug 



and Play and Smart. The second device is a Ceiling Receptacle that can be simply connected on to a ceiling outlet 

box. After a one-time simple installation of the Ceiling Receptacle to a ceiling outlet box, a light fixture or ceiling fan 

that includes the male Smart Plug Retrofit Kit can be plugged into the Ceiling Outlet Receptacle within seconds. Our 

Smart Power-Plug is controlled by our proprietary SkyHome App or through voice control, it is an open system that 

can integrate with other smart home devices and systems. Our Smart Power-Plug is connected through WIFI and BLE, 

includes numerous smart features, including scheduling, energy saving-eco mode, dimming, back-up emergency light, 

night light, light color changing and more. We believe that, due to safety, convenience, cost and time, all hard-wired 

electrical products, such as light fixtures and ceiling fans should become plug and play and smart, as the standard, 

enabling consumers to plug their fixture and control them through their smart phones at any time. We expect to launch 

our universal plug in the first half of 2022. 
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Sky - Smart Plug and Play Ceiling Fans: Our line of high-end smart plug and play ceiling fans can be installed to 

our matching ceiling receptacle within seconds. Our smart ceiling fans incorporate advanced technologies, have 

unique modern designs, and are controlled by our proprietary SkyHome App or through voice control, it is an open 

system that can integrate with other smart home devices and systems. Our Smart Power-Plug is connected through 

WIFI and BLE, includes numerous smart features, including scheduling, energy saving-eco mode, dimming, back-up 

emergency light, night light, light color changing and more. We believe that, due to safety, convenience, cost and 

time, all hard-wired electrical products, such as ceiling fans should become plug and play and smart, as the standard, 

enabling consumers to plug their fixture and control them through their smart phones at any time. We expect to launch 

our universal plug in the first half of 2022. 

  

Sky - Smart Plug and Play Lighting: Our line of high-end Smart Plug and Play light fixtures can be installed to our 

matching ceiling receptacle within seconds. Our smart light fixtures incorporate advanced technologies, have unique 

modern designs, and are controlled by our proprietary SkyHome App or through voice control, it is an open system 

that can integrate with other smart home devices and systems. Our Smart Power-Plug is connected through WIFI and 

BLE, includes numerous smart features, including scheduling, energy saving-eco mode, dimming, back-up emergency 

light, night light, light color changing and more. We believe that, due to safety, convenience, cost and time, all hard-

wired electrical products, such as light fixtures should become plug and play and smart, as the standard, enabling 

consumers to plug their fixture and control them through their smart phones at any time. We expect to launch our 

universal plug in the first half of 2022. 

  

This all-in-one safe-smart-advanced platform technology is designed to enhance the all-around safety and lifestyle of 

homes and buildings. We believe that our patented advanced-safe-smart home platform technologies will make homes 

and buildings safe, have numerous technology features, and smart as a standard, instantly, in a fraction of time and 

cost, compared to other market products. The all-in-one safe-smart-advanced platform technology can be easily 

implemented and installed to both existing and new homes and buildings. As most people spend a majority of time in 

their homes, we believe that they should have an affordable solution to make their homes safe, secured, and smart in 

a simple way and as the standard. As smart phones serve people as an all-in-one personal smart platform, we believe 

that our all-in-one smart platform technology enables every room in homes and buildings to have a smart platform as 

a standard. 

  

Sky – All-In-One Smart Platform: Our all-in-one Advanced-Safe-Smart Platform can be installed to the ceiling 

receptacle within minutes. Our smart platform includes distinctive advanced smart and safety technologies, have 

unique modern designs and are controlled by our proprietary Sky-Home App or through voice control. It is an open 

system that can integrate with other smart home devices and systems. 

  

Our smart platform is connected through WIFI and BLE, includes numerous of smart and safety features, including a 

smart smoke detector, a smart CO detector, time scheduling, temperature sensor, humidity sensor, WIFI extender, 

energy saving-eco mode, high quality speakers, back-up battery that can power back-up internet and an emergency 

light, as well as dimming, night light, light color changing and more. The platform’s electrical power and transformer 



combined with the size of our platform which represents vast electronic “Real-Estate” in terms of today’s technology 

driven by microchips, enables the platform to accommodate a significant amount of software as well as electronic 

microchips, while the unique ceiling location of the platform significantly enhances the performance of all platform’s 

features, including WIFI and BLE. 

  

The Smart Platform is inconspicuous to the décor. It is designed to install over existing ceiling electrical outlet boxes 

while allowing any pre-existing fixture to reconnect to the same box utilizing our Retrofit Kits. This innovation gives 

us access to the best location for the gathering and distribution of electronic signals, virtually unlimited power for our 

low-voltage safety and smart features, and a vast amount of electronic real estate. 

  

64 

  

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  

This open-system Smart Platform seamlessly integrates unrelated safe and smart products into a single, spatially 

designed unit whose functionality is controlled by an all-in-one app, the SkyHome App. The Smart Platform eliminates 

the need for installation of numerous stand-alone devices and their integration into a working unit. 

  

The Smart Platform’s location on the ceiling significantly advances smart home products’ performance, including the 

speed and range of both Wi-Fi and Bluetooth, as well as the performance of sensors and alarms. 

  

Widespread adoption of the Smart Platform should eliminate many hazardous incidents in homes and buildings 

including ladder falls, electric shock/electrocutions, fires, carbon monoxide poisonings, injuries and deaths, etc. 

  

Installation takes only minutes and fixtures previously hung from that location can still be plugged into the Smart 

Platform. 

  

We expect to launch our all-in-one Smart Platform in the third quarter of 2022. 

  

Sustainability 

  

We aim to provide safe and sustainable solutions to consumers, who increasingly consider sustainability and energy 

efficiency when purchasing products. We believe that creating sustainable products and streamlining our operations 

drives efficiency, innovation and, ultimately, long-term value-creation. In designing and improving our products, we 

consider and apply sustainability strategies, as appropriate. For example, our products’ features include an energy 

savings eco mode, which can help users reduce their energy consumption, and we generally use LED lighting in our 

ceiling fans and light fixtures, which is more energy-efficient than traditional lighting products. 

  

Cyber Security 

  

We have implemented measures and protocols in order to ensure that our users’ information is safe and fully protected. 

We use high level of cyber security measures and protocols to ensure that our software, technologies, servers, products, 

platform, and devices are all protected to prevent from any type unauthorized, or illegal access or interference to our 

software, technologies, servers, products, platforms, and devices. 

  

Our products, platforms and devices communicate over MQTT and are encrypted over Transport Layer Security, with 

each individual product, platform and device having its own set of certificates, keys, and universally unique identifiers, 

which ensures that each device can only communicate with its own topic. This ensures that even in extreme cases of 

illegally gaining control over a specific device, it will not affect any other devices. 

  

Each login to the platform generates the user a temporary token that grants access to the services for a limited amount 

of time, this ensures that there is no permanent access token that can be used by hackers for unauthorized access. Each 

token has permissions to access only the user’s resources. 

  



Our solutions are designed in a way that the user will need to conduct a restricted set of permissions, thus minimizing 

the risk of unwanted users gaining control over other locations. 

  

Sky Plug & Receptacle – NEC Code  

  

The NEC (National Electrical Code) is the U.S. electrical safety building code, and is the benchmark for safe electrical 

design, installation and inspection to protect people and property from electrical hazards. It has been adopted in some 

form in all 50 states in the United States and is intended to improve safety in U.S. homes and buildings. 

  

Based on the safety aspects of the Sky Plug & Receptacle, it was voted 10 times into the NEC and is represented by 

10 different segments in the NEC Code Book. 

  

One of the key votes and segments relating to our technologies in the NEC Code Book was the change of the definition 

of “receptacle” in the Code Book, which we believe is one of the most significant additions to the NEC Code in the 

past 30 years. The NEC leads the United States and globally with respect to electrical safety standards; as such, we 

believe the reputable standards of the NEC can assist with the adoption of our technology in additional countries. 
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Pursuant to these new NEC provisions, the Sky Plug & Receptacle enables builders to expedite and obtain a Certificate 

of Occupancy without the need to install a light fixture to the ceiling. 

  

Intellectual Property  

  

Developing and maintaining a strong intellectual property position is one of the most important elements of our 

business. We rely on a combination of patents, copyright, trademarks and trade secret laws, as well as confidential 

procedures and contractual provisions, to protect our proprietary technology and our brands. We enter into 

confidentiality and proprietary rights agreements with our employees, consultants and other third parties. We have 

sought, and will continue to seek, patent protection for our technology and for improvements to our technology, as 

well as for any of our other technologies where we believe such protection will be advantageous. 

  

We protect the Sky Technologies intellectual property through various aspects and strategies including broad and 

particular intellectual property claims. We have over 60 U.S. and global patents and patent applications, including 12 

issued patents, including in China, India, major parts of Europe as well in other countries around the world. These 

patents and patent applications protect different aspects of our technologies. We sought intellectual property protection 

of the Sky Technology in China due to our current manufacturing operations and prospective sales in China’s market, 

and we sought protection in India in anticipation of future growth into India’s developing market, both with respect 

to the sales of the Sky Technology and our potential operations. We intend to diligently maintain and vigorously 

defend the intellectual property of Sky Technologies, and to actively and continuously enhance our patent protections 

in the U.S. and globally. 

  

The issued patents are directed to various aspects our platform technologies, including our smart and standard plug 

and play products, as well as our safety and smart platform technologies. As further innovations are developed, we 

intend to seek additional patent protection to enhance and maintain our competitive advantage. Additionally, we have 

submitted 10 trademark applications, seven of which have been issued and three of which are pending. 

  

GE - General Electric Agreements 

  

We have two U.S. and global agreements with GE related to our products. 

   
● The first agreement is a U.S. and Global Trademark Agreement dated June 15, 2011 (as later amended), 

which expires November 30, 2023 and is generally renewed for five-year periods. Pursuant to such 



agreement, the Company may use the GE brand logo on certain products, including Sky’s SQL standard and 

Smart devices as well as standard and smart ceiling fans. We have U.S. and global rights to market plug and 

play standard and smart products and smart ceiling fans under the GE brand. GE will assist us with 

manufacturing standards, audit of factories, audit of materials, and quality control under “Six Sigma” 

guidelines, as well as with public relations for products and more. 

   
● The second agreement is a U.S. and Global Licensing and Master Service Agreement dated June 14, 2019, 

which expires June 14, 2024, and includes automatic renewal provisions. Pursuant to such agreement, GE’s 

Licensing team will license Sky’s Standard and Smart products in the U.S. and worldwide. GE’s licensing 

team will seek and for arrange licensees partners in the U.S. and globally, including negotiate agreement 

terms, manage contracts, collect payments, audit partners, assist with patent strategy and protection, assist in 

auditing product quality control under the “Six Sigma” guidelines. 

  

On June 15, 2011, we entered into the License Agreement with GE, pursuant to which we have the right to market 

certain ceiling light and fan fixtures displaying the GE brand. We and GE subsequently amended the License 

Agreement, including on April 17, 2013, August 13, 2014, September 25, 2018, May 2019 and December 1, 2020. 

The License Agreement imposes certain manufacturing and quality control conditions that we must maintain in order 

to continue to use the GE brand. The License Agreement is nontransferable and cannot be sublicensed. Various 

termination clauses are applicable to the License Agreement; however, none were applicable as of June 30, 2021 and 

December 31, 2020. 
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On August 13, 2014, we entered into a second amendment to the License Agreement pertaining to our royalty 

obligations. Under the initial terms of the amendment, we agreed to pay to GE a minimum trademark license fee of 

$12.0 million by November 30, 2018 (the “Initial Royalty Obligation”) for the rights assigned in the original contract. 

The amendment provided that, if we did not pay to GE royalties equal to the Initial Royalty Obligation over the term 

of the License Agreement, we would owe the difference to GE in December 2018. 

  

We are expanding our relationship with GE to collaborate on mutual capabilities, and in December 2020, we entered 

into the current amendment to the License Agreement. The amendments following the second amendment expanded 

our product range, including smart, and added additional global territory rights. The License Agreement has been 

extended for an additional five years and expires on November 30, 2023. Pursuant to the third amendment, entered 

into September 2018, the approximate remaining $10.0 million Initial Royalty Obligation that was due on November 

30, 2018 was waived, and we agreed to pay GE an aggregate amount of $6.0 million, consisting of three annual 

installments of $2.0 million to be paid to GE in each of December 2018, 2019 and 2020. In December 2020, we 

entered into the current amendment, which restructured the royalty payment obligations due of approximately $4.4 

million, plus $0.7 million in interest. We agreed to pay a total of $5.1 million to GE in quarterly installments through 

December 2023, including $100,000 due December 2020, an aggregate of $500,000 due in four equal installments in 

2021, an aggregate of $1.2 million due in four equal installments in 2022 and an aggregate of $3.3 million due in four 

equal installments in 2023 (the “Minimum Payments”). In the event the Company receives significant funding rounds 

of at least $50.0 million in funding, it is required to use a portion of such funding to pay certain amounts to GE. The 

Minimum Payments will be in addition to the royalty payments made to GE during the respective year, as set forth 

below. 

  

Royalty payments are due quarterly, using a December 1 – November 30 contract year and based upon the prior 

quarter’s sales. Royalty payments will be paid from sales of GE branded product subject to the following repayment 

schedule: 

  

Net Sales in Contract Year   

Percentage of Contract Year 

Net Sales owed to GE   

$0 to $50,000,000     7%  



$50,000,001 to $100,000,000     6%  
$100,000,000+     5%  
  

We made principal payments of $250,000 plus royalty payments of $5,384 for the six months ended June 30, 2021. 

As of June 30, 2021, and December 31, 2020, the outstanding balance was $4,088,000 and $4,338,000, respectively. 

Minimum future payment obligations are approximately as follows: 

  

Year   Minimum Obligation   

2021   $ 250,000   

2022     1,200,000   

2023     2,638,000   

Thereafter     —   

Total principal payments   $ 4,088,000   

  

Leadership and Talent 

  

As of November 8, 2021, we had 31 total employees and consultants, 26 of which are full time. We also employ 

independent contractors to support our operations. We have never had a work stoppage, and none of our employees 

are represented by a labor union. We have not experienced any work stoppages and consider our relations with our 

employees to be good. We expect to continue to expand our staff and team of engineers to develop the Sky smart 

technologies. 

  

Our management members include leading executive from various industries and have joined us as they believe in our 

vision, technology, and strategy. Many of our key personnel are employed pursuant to an employment agreement or 

a consulting agreement, pursuant to which many of them, including board members have invested in the Company 

and agreed to be compensated primarily in stock and stock options. 
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Below is a list of key members of our management. 

   
● Rani R. Kohen, Executive Chairman. Rani R. Kohen, our founder, Executive Chairman and inventor of 

the Sky Technologies, has continued building our management team to include leading executives from 

various industries. 

   
● Steven M. Schmidt, President. Steven M. Schmidt is the former Chief Executive Officer of ACNielsen 

Corporation and former President, International of Office Depot International, Inc. 

   
● John P. Campi, Chief Executive Officer and Chief Financial Officer. John P. Campi is the former Chief 

Procurement Officer and Executive Vice President of Chrysler, Senior Vice President of Procurement and 

Vendor Management for The Home Depot, Inc. and Chief Procurement Officer and Vice President of DuPont 

Global Sourcing and Logistics. 

   
● Patricia Barron, Chief Operations Officer and Code Team Senior Member. Patricia Barron was 

previously President and owner of LTG Services, Inc., an electrical safety consulting company. LTG 

managed technical review of lighting and ceiling fan projects for Underwriters Laboratories (“UL”) and 

managed UL safety testing for world fans. 

   
● Mark Earley, President of the Code Team. Mark Earley joined the Company, as President of the Code 

Team. Mr. Earley is a world leading electrical engineer and former head of the NEC (National Electrical 

Code) and Chief Electrical Engineer. After leading the NEC for 35 years, he retired in 2019 and joined Sky 



to lead its U.S. and Global code team. Mr. Earley is still a leading member of the IEC (International Electrical 

Commission), the Canadian Electrical Code, the UL Electrical Council and the U.S. National Committee. 

   
● Chuck Mello, SVP of the Code Team. Chuck Mello joined the Company in 2019 as SVP of the Code Team. 

Mr. Mello is the former International President of the IAEI (International Association of Electrical 

Inspectors), where he is still an instructor and author. He was formerly with UL as a Global Field Evaluation 

Program Manager. 

   
● Amy Cronin, Executive Director Codes and Standards. Ms. Cronin is a former NFPA (NEC) Executive 

Leader, managing the Department of Codes and Standards, and she was responsible for more than 300 code 

decisions including the NEC (National Electrical Codes). 

   
● Mark Wells, President of Lighting. Mark Wells, former General Manager of Consumer Lighting for GE, 

joined the Company in August 2016 and currently serves as our President of Lighting. 

   
● John Poole, Vice President of Sales. John Poole joined the Company in 2017 as Vice President of Sales. 

He formerly served in a variety of sales management roles at GE, including as General Manager of Business 

Development for European Retail and General Manger for GE Lighting’s Target and Home Depot accounts. 

   
● Steve Briggs, Senior Advisor and President of Product Development. Steve Briggs joined the Company 

is 2017 as Senior Advisor and President of Product Development. He previously served in a variety of roles 

for GE Lighting, including as General Manager of Global Product Lighting. 

   
● Eliran Ben-Zikri, Chief Technology Officer and GM of Sky’s Israeli Office. Eliran Ben-Zikri joined the 

Company in 2019 as Chief Technology Officer and GM of Sky’s Israeli Office. He served in one of the most 

elite computer units of the Israeli Defense Force and has over 10 years of experience in the technology and 

cloud technology industry, previously holding senior positions in leading Israeli tech companies, including 

eToro and SimilarWeb. He has a vast experience in the Internet of Things, data collection, data processing, 

analytics, security, cloud, and production. 

  

68 

  

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

   
● Michael Perrillo, Vice President Global Sales. Michael Perrillo is the former Chief Executive Officer of 

Design Solutions International. He joined the Company as a full-time consultant to enhance and expand our 

sales objectives, particularly toward construction/home builders, hotels and other sales channels that we are 

targeting. 

   
● Jonathan Globerson, Vice President Design and Marketing. In 2016, Jonathan Globerson, Vice President 

Design and Marketing, joined the Company. He served in the most elite counter terrorism unit in the Israeli 

Defense Force (Sayeret Matkal) as head of the technology department, is an international award-winning 

product developer, former lead product designer of augmented reality and virtual reality for the 5G team for 

Verizon and founder of GloberDesign, a global product design and engineering firm. 

   
● David Usha, General Manager China. David Usha has over 25 years of experience managing production 

operations in China, Poland, West Africa, Russia and Taipei, including as General Manager of Omegaplast 

Polska, a Polish plastic devices company, and General Manager of L’Oréal (Tel Aviv). 

   
● Julio Plutt, CPA, Controller. Julio Plutt, CPA, a consultant and business strategist with OneTHinc, serves 

as our Controller and is a former auditor with KPMG. 

  

Our human capital resources objectives include, as applicable, identifying, recruiting, retaining, incentivizing and 

integrating our current and future employees. We encourage and support the growth and development of our 



employees. Continual learning and career development is advanced through ongoing performance and development 

conversations with employees, and reimbursement is available to employees for seminars, conferences, formal 

education and other training events employees attend in connection with their job duties. 

  

Our core values of accountability, openness and integrity underscore everything we do and drive our day-to-day 

interactions. The safety, health and wellness of our employees is a top priority. The COVID-19 pandemic has 

presented a unique challenge with regard to maintaining employee safety while continuing successful operations. 

Through teamwork and the adaptability of our management and staff, we were able to transition, over a short period 

of time, a majority of our corporate office employees to effectively working from remote locations on a full-time basis, 

with others working both remotely and in the office on a hybrid basis, and also to ensure a safely-distanced working 

environment for employees who remain in our facilities. 

  

Business Strategy 

  

Our business strategy is to enhance all around safety and advance smart living lifestyle in homes and other buildings. 

  

Following our product launch, we plan to educate retail and commercial consumers about our products through a 

coordinated public relation campaign that will cover the safety aspects of our products and all the related hazardous 

incidents and property damage that our products can prevent, including ladder falls, electric shock/electrocutions, 

fires, carbon monoxide poisonings, injuries, deaths and more. 

  

We will also educate on all our advance smart technology features. 

  

Lead and Seed Strategy: We expect to lead by selling our highly disruptive line of products through a variety of 

channels as well as seed our products through licensing to various industries. 

  

Lead: We expect to sell our products through various representatives to online customers, builders, rental properties, 

hotels, big box retail, OEM customers and more. 
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Seed: After our public relation campaign and our official product launch, we expect to license a variety of our standard 

and smart products to companies in various industries, including electrical companies, lighting and ceiling fan 

companies, and smart home companies. 

  

Product Usage 

  

Our products and technologies can be used in new and existing homes and buildings, including by builders, rental 

properties, hotels, cruise ships, elder living facilities, schools, hospitals, offices, commercial, and retail. 

  

Our Opportunity  

  

Based on the significance of the safety aspects and lifestyle features of our products, we believe that our products are 

a necessity in most rooms, homes, and other buildings, both in the U.S. and globally, and that they can help prevent 

most of related hazardous incidents in homes and buildings, including ladder falls, electric shock/electrocutions, fires, 

carbon monoxide poisonings, injuries, and deaths. Therefore, we believe our product is a necessity in rooms, homes 

and other buildings. 

  

We believe that our series of highly disruptive advanced-safe-smart platform technologies are a necessity as they are 

expected to disrupt and positively influence various industries, both in the U.S. and globally. 

  



Lighting Industry: We believe that due to ease of the installation, time savings, cost savings on installations and the 

safety aspect of our product, our product provides a competitive advantage within the light fixture, ceiling fan and 

smart home industries. 

  

We believe that all light fixtures should become plug and play, smart and controlled by an app as a standard, and that 

light fixtures should be installed to the ceiling within seconds, safely and without the need to touch dangerous electrical 

wires. Our product is intended to help prevent most of related ladder falls, electric shock/electrocutions, fires, carbon 

monoxide poisonings, injuries, and deaths. 

  

Ceiling Fan Industry: We believe that due to the ease of installation, time savings, cost savings on installations and 

the safety aspect of our product, our product is a necessity for the ceiling fan industry. 

  

We believe that all ceiling fans should become plug and play, smart and controlled by an app as a standard, and that 

ceiling fans should be installed to the ceiling within seconds, safely and without the need to touch dangerous electrical 

wires. Our product is intended to help prevent most of related ladder falls, electric shock/electrocutions, fires, carbon 

monoxide poisonings, injuries, and deaths. 

  

Smart Home Industry: We believe that due to ease of the installation, time savings, cost savings on installations and 

the safety aspect of our product, our product is a necessity for the smart home industry. 

  

We believe that homes and buildings should become safe and smart as a standard. Our Advanced All-In-One Safe-

Smart Platform enables rooms, homes, and buildings to become safe and smart instantly. 

  

Our Advanced Smart Platform significantly enhances smart home products’ performance, including the speed and 

range of both Wi-Fi and Bluetooth, as well as the performance of sensors and alarms. We believe that widespread 

adoption of the Smart Platform will help eliminate most of related hazardous incidents in homes and buildings 

including ladder falls, electric shock/electrocutions, fires, carbon monoxide poisonings, injuries, and deaths. 

Therefore, we believe our product is a necessity in rooms, homes, and buildings. 

  

Our Advanced All-In-One Safe-Smart Platform can be used in existing homes and buildings, by builders, rental 

properties, hotels, cruise ships, elder living facilities, schools, hospitals, offices, commercial, retail and other. 
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Expected Revenue Stream  

  

We believe our products will enable us to access a global market with multiple revenue streams, including: 

   
● Global market with numerous potential product applications 

   
● Product sales 

   
● Royalties/Licensing 

   
● Subscription model 

   
● Monitoring services 

   
● Sale of product and licensing rights to additional countries 

  



Royalties from the Sky Plug & Receptacle. Management has agreed to license products in the U.S. and globally 

through the efforts of its GE licensing and trademark agreements. We anticipate we will also license our smart 

technologies products currently in development. 

  

Selling/Licensing Country Rights. Management is considering selling and licensing marketing rights to certain 

countries in exchange for payment and on-going royalties. 

  

Product Sales. We currently generate revenue from our product sales, and management will strive to achieve strong 

market penetration worldwide for our current products and products in development. 

  

Subscription & Monitoring Services. Our future plans include offering subscription services as part of our Smart Sky 

Platform, including, among other services, communications, fire alarms, home intrusion alerts, emergency response 

services and monitoring services. 

  

Our History  

  

We began as Safety Quick Light LLC in 2004 and started developing the Sky Plug & Receptacle technology in 2007 

for installation of light fixtures and ceiling fans during manufacturing and as a Retrofit Kit for installing the Sky 

Technology in existing light fixtures and ceiling fans. Historically, we have sold over hundreds of thousands of units 

of the Sky Plug & Receptacle technology through original equipment manufacturing and through other channels to 

lighting manufacturers and retailers who installed the Sky Plug & Receptacle technology into their lighting fixtures 

for sale at retail stores. We also sold, directly to retailers, approximately hundreds of thousands of Sky Plugs & 

Receptacles embedded with ceiling fans. 

  

Since our inception, we have sold hundreds of thousands of units of our standard Sky Plug & Receptacle. Since 2015 

we generated over $29 million in sales. We have wound down our standard product sales in favor of licensing our 

product and developing our Smart Power-Plug and Smart Sky Platform technologies. 

  

We hold over 60 U.S. and global patents and patent applications and have received a variety of final electrical code 

approvals, including UL, United Laboratories of Canada (cUL) and Conformité Européenne (CE), and 2017 and 2020 

inclusion in the NEC Code Book. 

  

Third-Party Manufacturing  

  

Our business model entails the use of third-party manufacturers to produce the Sky Technology product. The 

manufacturers currently used by us are located in China and, with respect to products that bear the GE logo, as required 

by the Licensing Agreement with GE, such manufacturers must be approved by GE to ensure certain quality standards 

are met. To further ensure that quality specifications are maintained, we maintain an office in the Guangdong province 

in China that is staffed with GE trained auditors who regularly inspect the products that are being produced by third-

party manufacturers. 
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Competition 

  

We believe our technologies are highly disruptive and with an edge compared to other market technologies. Our 

competitors vary based on our products, market, and industry. 

   
● Our main competitors for our Universal Power Plug and Play, Sky Plug & Receptacle product are: To the 

best of our knowledge we do not have direct competition at this point to Universal Power Plug and Play, Sky 

Plug & Receptacle product, although all lighting and ceiling fan manufacture are potential competitors. 

  



 
● Our main competitors for our Smart Universal Power Plug and Play Sky Plug & Receptacle product are: To 

the best of our knowledge we do not have direct competition at this point to Smart Universal Power Plug and 

Play Sky Plug & Receptacle product, although all lighting and ceiling fan manufacture are potential 

competitors. 

   
● Our main competitors for our Smart Plug and Play Light Fixture products are: To the best of our knowledge 

we do not have direct competition at this point to our Smart Plug and Play Light Fixtures, although there are 

lighting manufactures that have smart lights that are controlled through smart wall switches/app or other, 

including companies such as Casainc, Global Electric, Designers, Minca, Fountain, Enbrgiten, Nbg, Minka, 

Hampton Bay and other. To the best of our knowledge there are no other light fixtures that have an all-in-

one combination of light fixtures that have both plug and play and smart. 

   
● Our main competitors for our Smart Plug and Play Ceiling Fan Products: To the best of our knowledge we 

do not have direct competition at this point to our Smart Plug and Play Ceiling Fan products, although there 

are ceiling fan manufactures that have smart fans that are controlled through smart wall switches/app or other, 

including companies such as Hunter, Minka, Home Decorators, Fanomation, Modern Homes, Hampton Bay 

and others. 

   
● Our main competitors for our Plug and Play All-In-One Safe-Smart Platform product: To the best of our 

knowledge we do not have direct competition at this point to our Plug and Play All-In-One Safe-Smart 

Platform product, although there are many smart home companies than can be our competitors, including 

companies such as, Control 4, Vivent, Apple, Google, Microsoft, Amazon, Adt, Blue, Cove and many others 

and many other smart home companies that have a variety of smart home products. As to the best of our 

knowledge there are no other Plug and Play All-In-One Safe-Smart Platform products. 

  

Government and Environmental Regulation  

  

Our facilities and operations are subject to federal, state and local laws and regulations relating to environmental 

protection and human health and safety. Some of these laws and regulations may impose strict, joint and several 

liabilities on certain persons for the cost of investigation or remediation of contaminated properties. These persons 

may include former, current or future owners or operators of properties and persons who arranged for the disposal of 

hazardous substances. Our leased real property may give rise to such investigation, remediation and monitoring 

liabilities under environmental laws. In addition, anyone disposing of certain products we distribute, such as 

fluorescent lighting, must comply with environmental laws that regulate certain materials in these products. 

  

We believe that we are in compliance, in all material respects, with applicable environmental laws. As a result, we do 

not anticipate making significant capital expenditures for environmental control matters either in the current year or 

in the near future. 

  

In addition, although not legally required to do so, we strive to obtain certifications for substantially all our products, 

both in the United States, and, where appropriate, in jurisdictions outside the United States. For instance, we may seek 

certification of our products from UL, United Laboratories of Canada (cUL) and Conformité Européenne (CE). 

Although we believe that our broad knowledge and experience with electrical codes and safety standards have 

facilitated certification approvals, we cannot provide any assurance that we will be able to obtain any such 

certifications for our new products or that, if certification standards are amended, we will be able to maintain such 

certifications for our existing products. 
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Facilities  

  



We maintain offices in Johns Creek, Georgia, Pompano Beach, Florida, and Guangdong Province, China. We believe 

that our facilities are adequate to meet our current needs and that suitable additional or substitute space at commercially 

reasonable terms will be available as needed to accommodate any future expansion of our operations. 

  

Legal Proceedings  

  

There are no legal proceedings or arbitration proceedings currently pending against our Company. From time to time, 

we may become involved in legal proceedings arising in the ordinary course of our business. As of the date of this 

prospectus, we were not a party to any material legal matters or claims. In the future, we may become party to legal 

matters and claims in the ordinary course of business, the resolution of which we do not anticipate would have a 

material adverse impact on our financial position, results of operations or cash flows. 

  

Corporate History and Information 

  

We were originally organized in May 2004 as a Florida limited liability company under the name of Safety Quick 

Light, LLC. We converted to a Florida corporation on November 6, 2012 and, effective August 12, 2016, we changed 

our name from “Safety Quick Lighting & Fans Corp.” to “SQL Technologies Corp.” We currently do business as 

“Sky Technologies.” Our principal executive offices are located at 11030 Jones Bridge Road, Suite 206, Johns Creek, 

Georgia 30022, and our telephone number is (770) 754-4711. Our website can be found at www.skyplug.com. The 

information contained in or accessible from our website is not incorporated into this prospectus, and you should not 

consider it part of this prospectus. We have included our website address in this prospectus solely as an inactive textual 

reference. 
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MANAGEMENT 

  

Executive Officers and Directors  

  

The following table sets forth the name and position of each of our executive officers and directors, and each such 

person’s age as of November 1, 2021: 

  

Name    Age   Position(s) 

Rani R. Kohen   55   Director, Executive Chairman 

John P. Campi   77   Chief Executive Officer and Chief Financial Officer 

Steven M. Schmidt   67   President 

Patricia Barron   60   Chief Operations Officer 

Phillips S. Peter   89   Director 

Thomas J. Ridge   76   Director 

Dov Shiff   74   Director 

Leonard J. Sokolow   65   Director 

  

The following information provides a brief description of the business experience of each executive officer and 

director. 

  

Rani R. Kohen is our founder and has served as Executive Chairman of the board since 2016 and as Chairman of our 

board of directors since November 2012. Mr. Kohen also previously served as our Chief Executive Officer from 2004, 

when the Company was founded, through December 2012 and provided consulting services from 2013 to 2016. Mr. 

Kohen is a businessman, entrepreneur and inventor of our technologies. Mr. Kohen has over twenty-five years of 

experience in the lighting and advanced home design industries, as well as in other related business areas, including 

founding and running a large chain of retail lighting businesses. Since founding the Company, Mr. Kohen has 

succeeded in attracting and engaging accomplished board members, talented management and executives from various 



electronic industries, including the National Fire Protection Association, UL, GE and others. The board of directors 

believes that with Mr. Kohen’s leadership and qualifications, his depth of knowledge of our product and his advanced 

business strategies, he will continue to move us forward towards achieving our goals. 

  

John P. Campi has served as our Chief Executive Officer since November 2014 and also serves as our Chief Financial 

Officer. Mr. Campi also serves as our principal financial officer and principal accounting officer. Mr. Campi founded 

Genesis Management, LLC in 2009, and retired in 2014 upon accepting the role of our Chief Executive Officer. Mr. 

Campi has extensive experience in the field of cost management, is recognized as a founder of the strategic cost-

management discipline known as Activity-Based Cost Management and has extensive experience in the field of supply 

chain management. From December 2007 to December 2008, Mr. Campi served as the Chief Procurement Officer 

and an Executive Vice President for Chrysler, where he was responsible for all worldwide purchasing and supplier 

quality activities. From September 2003 to January 2007, Mr. Campi served as the Senior Vice President of Sourcing 

and Vendor Management for The Home Depot, Inc., where he led the drive for standardization and optimization of 

The Home Depot, Inc.’s global supply chain. From April 2002 to September 2003, Mr. Campi served as the Chief 

Procurement Officer and Vice President for DuPont Global Sourcing and Logistics. Prior to 2002, Mr. Campi led the 

Global Sourcing activities for GE Power Energy and held a variety of positions with Federal Mogul, Parker-Hannifin 

Corporation and PricewaterhouseCoopers. Mr. Campi previously served on the board of Trustees of Case Western 

Reserve University and has been appointed an Emeriti Trustee. Mr. Campi also has served as a member of the advisory 

board of directors for three startup companies and has served as a Member of the Financial Executives Institute and 

the Institute of Management Accountants. Mr. Campi received his MBA from Case Western Reserve University. Mr. 

Campi has extensive executive and advisory experience with established and startup companies, as well as in cost-

management and supply chain management. 

  

Steven M. Schmidt has served as our President since June 2021 and has served as a consultant to the Company since 

August 2019. Mr. Schmidt formed Schmidt Family Investments LLC, which invests in early stage companies, in May 

2017, of which he is the sole principal. Mr. Schmidt previously served in a variety of roles at Office Depot, Inc. from 

July 2007 through May 2016, including as Executive Vice President and President, International from November 2011 

to May 2016, Executive Vice President, Corporate Strategy and New Business Development from July 2011 until 

November 2011 and President, North American Business Solutions from July 2007 until November 2011. Prior to 

joining Office Depot, Inc., Mr. Schmidt spent 11 years with the ACNielsen Corporation, most recently serving as 

President and Chief Executive Officer. Prior to joining ACNielsen, Mr. Schmidt spent eight years at the Pillsbury 

Food Company, serving as President of its Canadian and Southeast Asian operations. He has also held management 

positions at PepsiCo and Procter & Gamble. 
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Patricia Barron has served as our Chief Operations Officer since June 2007. Prior to joining the Company, Ms. Barron 

was the President and owner of LTG Services, Inc., a company focused on safety consulting services, specializing in 

the review and compliance of electrical products requiring UL, CSA, and CE certifications, since 1989. Prior to that, 

Ms. Barron worked as a consultant and engineer in the lighting, safety and approval industry and, from June 1977 to 

August 1984, worked as an engineering assistant for Underwriters Laboratories, Inc. (n/k/a UL) in the ceiling fan 

category. Ms. Barron received her MBA from Georgia State University. Ms. Barron has extensive industry and 

executive experience. 

  

Phillips S. Peter has served as a director of the Company since November 2012. Since December 2014, Mr. Peter has 

served as a Senior Vice President of Ridge Global, LLC. From 1994 to 2014, Mr. Peter practiced law at Reed Smith 

LLP, where he focused his practice on legislative and regulatory matters before U.S. Congress, the executive branch 

of the federal government, and other administrative agencies. Prior to that, Mr. Peter was an officer at GE, where he 

held executive positions from 1973 to 1994. He is also a veteran of the U.S. Army. Our board believes Mr. Peter’s 

qualifications to serve as a member of our board include his extensive experience in regulatory affairs, his past industry 

experience and his demonstrated leadership ability. 

  



Governor Thomas J. Ridge has served as a director of the Company since June 2013. Mr. Ridge has served as 

President and Chief Executive Officer of Ridge Global, LLC, a global strategic consulting company and provider of 

insurance and risk transfer solutions, since July 2006, where he also currently serves as Chairman of the board. In 

2014, Mr. Ridge co-founded Ridge Schmidt Cyber, an executive services firm addressing the increasing demands of 

cybersecurity. In April 2010, Mr. Ridge became a partner in Ridge Policy Group, a bipartisan, full-service government 

affairs and issue management group. From January 2003 to January 2005, Mr. Ridge served as the Secretary of the 

United States Department of Homeland Security, and from September 2001 through January 2003, Mr. Ridge served 

as the Special Assistant to the President for Homeland Security. Mr. Ridge served two terms as Governor of the 

Commonwealth of Pennsylvania, from 1995 to 2001, and served as a member of the U.S. House of Representatives 

from January 1983 until January 1995. Mr. Ridge previously served as a member of the board of directors of The 

Hershey Company (NYSE: HSY), a global confectionery leader, from November 2007 to May 2018, Advaxis, Inc. 

(Nasdaq: ADXS), a clinical-stage biotechnology company, from August 2015 to March 2018, and LifeLock, Inc. (then 

NYSE: LOCK), a provider of identity theft protection, from March 2010 to February 2017, until its merger with a 

subsidiary of Symantec Corporation, as well as several other public companies. Mr. Ridge serves as Co-Chair of the 

Bipartisan Commission on Biodefense, as Chairman of the board of the National Organization on Disability, and as a 

member of board of trustees of the Center for the Study of the Presidency, among other private organizations. Our 

board believes Mr. Ridge’s qualifications to serve as a member of our board include his vast experience in both 

government and industry, his service on other public and private company boards and his expertise in retail, risk 

management and cybersecurity. 

  

Dov Shiff has served as a director of the Company since February 2014. Mr. Shiff is presently President and Chief 

Executive Officer of the Shiff Group of Companies. The Shiff Group owns and operates hotels and other real estate 

in Israel, including Hayozem Resorts & Hotels Ltd., Marina Hotel Tel Aviv Ltd. and Zvidan Investments Ltd. Our 

board believes Mr. Shiff’s qualifications to serve as a member of our board include his experience in developing and 

operating new businesses. 

  

Leonard J. Sokolow has served as a director of the Company since November 2015. Mr. Sokolow has served as Chief 

Executive Officer and President of Newbridge Financial, Inc. and Chairman of its broker dealer subsidiary, Newbridge 

Securities Corporation, since January 2015. Mr. Sokolow previously served in a variety of roles at vFinance, Inc., a 

publicly traded financial services company, including as Chairman of the board of directors from January 2007, a 

member of the board of directors from November 1997 and Chief Executive Officer from November 1999 through 

July 2008, when it merged into National Holdings Corporation, a publicly traded financial services company. Mr. 

Sokolow also served as President of vFinance, Inc. from January 2001 through December 2006. From July 2008 until 

July 2012, Mr. Sokolow was President of National Holdings Corporation, and from July 2008 until July 2014, he was 

Vice Chairman of the board of directors of National Holdings Corporation. From July 2012 until December 2014, Mr. 

Sokolow was a consultant and partner at Caribou LLC, a strategic advisory services firm. Mr. Sokolow was Founder, 

Chairman and Chief Executive Officer of the Americas Growth Fund Inc., a closed-end management investment 

company, from 1994 to 1998. From 1988 until 1993, Mr. Sokolow was an Executive Vice President and the General 

Counsel of Applica Inc., a publicly traded appliance marketing and distribution company. From 1982 until 1988, Mr. 

Sokolow practiced corporate, securities and tax law and was one of the founding attorneys and a partner of an 

international boutique law firm. From 1980 until 1982, he worked as a Certified Public Accountant for Ernst & Young 

and KPMG Peat Marwick. Mr. Sokolow has served on the board of directors of Consolidated Water Co. Ltd. (Nasdaq: 

CWCO), a developer and operator of advanced water supply and treatment plants and water distribution systems, since 

June 2006, where he currently serves as Chairman of the Audit Committee and as a member of the Nominations and 

Corporate Governance Committee. In addition, Mr. Sokolow has served on the board of directors of Vivos 

Therapeutics, Inc. (Nasdaq: VVOS), a medical technology company focused on developing and commercializing 

innovative treatments for adult patients suffering from sleep-disordered breathing, since June 2020, where he currently 

serves as Chair of the Audit Committee and as a member of the Nominating and Corporate Governance Committee. 

Mr. Sokolow previously served on the board of directors of, and as Chairman of the Audit Committee for, Marquee 

Energy Ltd. (formerly Alberta Oilsands Inc.) (then TSXV: MQX), an energy company. Our board believes Mr. 

Sokolow’s qualifications to serve as a member of our board include his extensive experience in the financial industry, 

his service on other public company boards and his history of executive leadership in developing and operating 

businesses. 
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Family Relationships  

  

There are no family relationships among any of our directors or executive officers or any person nominated to become 

a director or executive officer. 

  

Composition of our Board of Directors  

  

Our business and affairs are managed under the direction of our board of directors, which currently consists of five 

directors. The number of directors is determined by our board of directors or our stockholders, but will not be less 

than five persons, subject to the terms of our articles of incorporation and our bylaws. Each director will be elected to 

one-year terms and will hold office until his or her successor is duly elected and qualified or until his or her earlier 

death, resignation or removal. Vacancies and newly created directorships on the board of directors may be filled at 

any time by the remaining directors. We expect that, upon the completion of this offering, our board of directors will 

consist of              members. 

  

Director Independence  

  

Our board of directors has determined that all members of the board of directors and our director nominees, except 

Rani R. Kohen, Dov Shiff and Leonard J. Sokolow, are or will be independent directors, including for purposes of the 

rules of Nasdaq and the SEC. In making such independence determination, our board of directors considered the 

relationships that each non-employee director has with us and all other facts and circumstances that our board of 

directors deemed relevant in determining their independence, including the transactions described below under 

“Certain Relationships and Related Party Transactions” and beneficial ownership of our capital stock by each non-

employee director. Upon the completion of this offering, we expect that the composition and functioning of our board 

of directors and each of our committees will comply with all applicable requirements of Nasdaq and the rules and 

regulations of the SEC. 

  

Board Leadership Structure and Board’s Role in Risk Oversight  

  

We have chosen to separate the Chief Executive Officer and Board Chairman positions, as our board of directors 

believes that having separate positions is the appropriate leadership structure for us at this time and demonstrates our 

commitment to good corporate governance. We believe that separating the positions of Chief Executive Officer and 

chairperson of the board of directors allows our Chief Executive Officer to focus on our day-to-day business, while 

allowing a chairperson of the board to lead the board of directors in its fundamental role of providing advice to and 

independent oversight of management. 
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One of the key functions of our board of directors is informed oversight of our risk management process. In particular, 

our board of directors is responsible for monitoring and assessing strategic risk exposure. Our executive officers are 

responsible for the day-to-day management of the material risks we face. Our board of directors administers its 

oversight function directly as a whole. Our board of directors will also administer its oversight through various 

standing committees, which will be constituted upon the closing of this offering and address risks inherent in their 

respective areas of oversight. For example, our audit committee will be responsible for overseeing the management 

of risks associated with financial reporting, accounting and auditing matters; our compensation committee will oversee 

the management of risks associated with our compensation policies and programs; and our nominating and corporate 

governance committee will oversee the management of risks associated with director independence, conflicts of 

interest, composition and organization of our board of directors and director succession planning. 



  

Board Committees  

  

Upon the closing of this offering, our board of directors will have three standing committees: an audit committee, a 

compensation committee and a nominating and corporate governance committee. Each member of each committee of 

our board of directors will qualify as an independent director in accordance with the listing standards of Nasdaq. 

  

Each committee will operate pursuant to a charter to be adopted by our board of directors, which will be effective 

upon consummation of this offering. Following the consummation of this offering, the full text of our audit committee 

charter, compensation committee charter and nominating and corporate governance committee charter will be posted 

on the investor relations portion of our website at www.skyplug.com. We do not incorporate the information contained 

on, or accessible through, our corporate website into this prospectus, and you should not consider it a part of this 

prospectus. 

  

Audit Committee 

  

Upon consummation of this offering, our audit committee will consist of                           and                           , who 

will be the chair of the audit committee. The functions of the audit committee will include: 

   
● appointing, approving the compensation of and assessing the independence of our independent registered 

public accounting firm; 

   
● pre-approving audit and permissible non-audit services, and the terms of such services, to be provided by our 

independent registered public accounting firm; 

   
● reviewing the overall audit plan with our independent registered public accounting firm and members of 

management responsible for preparing our financial statements; 

   
● reviewing and discussing with management and our independent registered public accounting firm our annual 

and quarterly financial statements and related disclosures, as well as our critical accounting policies and 

practices; 

   
● coordinating the oversight and reviewing the adequacy of our internal control over financial reporting; 

   
● establishing policies and procedures for the receipt and retention of accounting-related complaints and 

concerns; 

   
● recommending, based upon the audit committee’s review and discussions with management and our 

independent registered public accounting firm, whether our audited financial statements will be included in 

our annual reports on Form 10-K; 

   
● monitoring the integrity of our financial statements and our compliance with legal and regulatory 

requirements as they relate to our financial statements and accounting matters; 
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● preparing the audit committee report required by SEC rules to be included in our annual proxy statement; 

   
● reviewing all related person transactions for potential conflict of interest situations and voting with respect 

to all such transactions; and 

   
● reviewing quarterly earnings releases. 



  

All members of our audit committee will meet the requirements for financial literacy under the applicable rules and 

regulations of the SEC and Nasdaq listing rules. Our board of directors has determined that                           qualifies 

as an “audit committee financial expert” within the meaning of applicable SEC regulations and meets the financial 

sophistication requirements of Nasdaq listing standards. In making this determination, our board of directors 

considered                           ’s prior experience, business acumen and independence. Both our independent registered 

public accounting firm and management will periodically meet privately with our audit committee. 

  

Compensation Committee  

  

Upon consummation of this offering, our compensation committee will consist 

of                                  and                                  , who will be the chair of the compensation committee. The functions 

of the compensation committee upon the completion of this offering will include: 

   
● annually reviewing and recommending to the board of directors the corporate goals and objectives relevant 

to the compensation of our principal executive officer; 

   
● evaluating the performance of our principal executive officer in light of such corporate goals and objectives 

and based on such evaluation: (i) determining cash compensation of our principal executive officer and (ii) 

reviewing and approving grants and awards to our principal executive officer under equity-based plans; 

   
● reviewing and approving or recommending to the board of directors the cash compensation of our other 

executive officers; 

   
● reviewing and establishing our overall management compensation, philosophy and policy; 

   
● overseeing and administering our compensation and similar plans; 

   
● reviewing and approving our policies and procedures for the grant of equity-based awards; 

   
● reviewing and recommending to the board of directors the compensation of our directors; 

   
● preparing the compensation committee report required by SEC rules, if and when required, to be included in 

our annual proxy statement; and 

   
● reviewing and approving the retention, termination or compensation of any consulting firm or outside advisor 

to assist in the evaluation of compensation matters. 

  

Each member of our compensation committee will be a non-employee director, as defined in Rule 16b-3 promulgated 

under the Exchange Act. 

  

Nominating and Corporate Governance Committee  

  

Upon consummation of this offering, our nominating and corporate governance committee will consist 

of                                  and                                  , who will be the chair of the nominating and corporate governance 

committee. The functions of the nominating and corporate governance committee will include: 

   
● developing and recommending to the board of directors criteria for board and committee membership; 
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● establishing procedures for identifying and evaluating board of director candidates, including nominees 

recommended by stockholders; 

   
● reviewing the composition of the board of directors to ensure that it is composed of members containing the 

appropriate skills and expertise to advise us; 

   
● identifying individuals qualified to become members of the board of directors; 

   
● recommending to the board of directors the persons to be nominated for election as directors and to each of 

the board’s committees; 

   
● developing and recommending to the board of directors a code of business conduct and ethics and a set of 

corporate governance guidelines; and 

   
● overseeing the evaluation of our board of directors and management. 

  

Our board of directors may from time to time establish other committees. 

  

Compensation Committee Interlocks and Insider Participation  

  

None of the members of our compensation committee is one of our executive officers or employees. None of our 

executive officers currently serves, or in the past fiscal year has served, as a member of the board of directors or 

compensation committee of any entity that has one or more executive officers serving on our board of directors or 

compensation committee. 

  

Code of Business Conduct and Ethics  

  

Our board of directors intends to adopt, subject to and effective upon consummation of this offering, a Code of 

Business Conduct and Ethics. The Code of Business Conduct and Ethics will apply to all of our employees, officers 

(including our principal executive officer, principal financial officer, principal accounting officer or controller, or 

persons performing similar functions), agents and representatives, including directors and consultants. 

  

Upon the completion of this offering, the full text of our Code of Business Conduct and Ethics will be posted on our 

website at www.skyplug.com, and we intend to disclose future amendments to certain provisions of our Code of 

Business Conduct and Ethics on our website. The inclusion of our website address in this prospectus does not include 

or incorporate by reference the information on our website into this prospectus, and you should not consider that 

information a part of this prospectus. 

  

Involvement in Certain Legal Proceedings  

  

To the best of our knowledge, none of our directors, director nominees or executive officers were involved in any 

legal proceedings described in Item 401(f) of Regulation S-K in the past 10 years. 
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EXECUTIVE COMPENSATION 

  

Compensation Overview  

  

Our “named executive officers” for the year ended December 31, 2020 were: 

   
● John P. Campi, Chief Executive Officer and Chief Financial Officer; 



   
● Rani R. Kohen, Executive Chairman; and 

   
● Patricia Barron, Chief Operations Officer. 

  

Our executive compensation program reflects our continued growth and development-oriented focus. We recognize 

that our ability to excel depends on the knowledge, skill and teamwork of our employees. To this end, we strive to 

create an environment of mutual respect, encouragement and teamwork that rewards commitment and performance 

and is responsive to the needs of our employees. The principles and objectives of our compensation and benefits 

programs for our employees generally, and for our named executive officers specifically, include to align our 

compensation program with our corporate strategies, financial objectives and the long-term interests of our 

stockholders; retain and reward executives whose knowledge, skills and performance ensure our continued success; 

and ensure that total compensation is fair, reasonable and competitive. The compensation received by our named 

executive officers is based primarily on their experience and knowledge as well as their responsibilities and individual 

contributions to the Company. 

  

As we transition from a private company to a publicly traded company, the compensation committee of our board of 

directors will evaluate our compensation values and philosophy and compensation plans and arrangements as 

circumstances require. As part of this review process, we expect the compensation committee to apply our values and 

philosophy, while considering the compensation levels needed to ensure our executive compensation program remains 

competitive. We will also review whether we are meeting our retention objectives and the potential cost of replacing 

a key employee. 

  

Executive Compensation Program Components 

  

Base Salary 

  

Executive officer base salaries are based on job responsibilities and individual contribution and are designed to attract 

and retain employees over time. Each of our current named executive officers receives a base salary set forth in an 

employment agreement entered into with the Company, and the board has the discretion to review and adjust each 

named executive officer’s base salary. Each of Mr. Campi, Mr. Kohen and Ms. Barron receives an annual base salary 

of $150,000, $250,000 and $150,000, respectively. In light of challenges of the COVID-19 pandemic, our named 

executive officers received decreased cash compensation in 2020. 

  

Incentive Compensation  

  

Each named executive officer’s employment agreement also provides for the receipt of incentive compensation, which 

may be paid annually in cash and/or stock. These incentive compensation awards are designed to focus our executive 

officers on our business objectives of growing our business, including increasing our revenue and income. 

  

Mr. Campi is eligible to receive annual incentive compensation consisting of both a cash component, based on our 

annual gross revenue and annual net income, and an equity component, consisting of a number of options to purchase 

common stock determined based on our quarterly net income. Mr. Kohen is eligible to receive annual incentive 

compensation based on our annual gross revenue, which may be paid in cash, stock and/or options. Ms. Barron is 

eligible to receive annual incentive compensation consisting of a cash payment based on our net revenues. 
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The actual incentive compensation earned by each of our named executive officers in fiscal year 2020 is set forth in 

the “Summary Compensation Table” below. 

  

Equity Awards 



  

Our executive officers may also receive equity awards under the 2018 Plan. We use equity awards to align the interests 

of our named executive officers with those of our stockholders. We believe that equity awards, such as stock options 

and non-vested restricted stock, encourage our named executive officers to focus on our long-term success as reflected 

in increases to our stock prices over a period of several years, growth in our profitability and other elements. 

  

In addition to the equity incentive awards described above, the Chairman Agreement (as defined below) with Mr. 

Kohen provides that he will receive, on an annual basis, a five-year option to purchase 340,000 shares of common 

stock at an exercise price of $6.00 per share, each year, which will vest one year following the date of grant. His 

agreement further provides that he may be eligible to receive supplemental bonus compensation of stock options to 

purchase up to 6,000,000 shares of common stock at an exercise price ranging between $6.00 and $8.00 per share, 

determined based on the achievement of specified market capitalizations of the Company, as described further below 

under “Agreements with Named Executive Officers.” 

  

We also grant equity-based sign-on bonuses when necessary and appropriate to advance our and our stockholders’ 

interests, including to attract or retain top executive-level talent. Each of Mr. Campi’s, Mr. Kohen’s and Ms. Barron’s 

agreement provided for a sign-on bonus of a stock option to purchase 120,000, 120,000 and 100,000 shares of common 

stock, respectively, at an exercise price of $6.00 per share, which vested in full on December 31, 2020, January 1, 

2020 and December 31, 2020, respectively. 

  

Benefits and Perquisites  

  

We provide health insurance to our full-time employees, including our named executive officers. We generally do not 

provide perquisites or personal benefits to our named executive officers, except in limited circumstances. For instance, 

Mr. Kohen received a $1,000 per month vehicle allowance, pursuant to the Chairman Agreement, in 2019 and part of 

2020, as further described in the summary compensation table. 

  

Summary Compensation Table 

  

The following table sets forth summary compensation information for the named executive officers and includes all 

compensation earned by the named executive officers for the respective period, regardless of whether such amounts 

were actually paid during the period. 

  

Name and 

Principal 

Position(1)   Year     

Salary 

($)(6)     

Bonus 

($)     

Stock 

Awards 

($)(2)     

Option 

Awards 

($)(2)(5)     

Non-Equity 

Incentive Plan 

Compensation 

($)(3)     

Non-Qualified 

Deferred 

Compensation 

Earnings ($)     

All Other 

Compensation 

  

($)     Total ($)   

John P. 

Campi     

2020       62,587       —       —       8,441       1,413       —       —       72,441 

  

Chief 

Executive 

Officer 

and Chief 

Financial 

Officer     

2019       152,345       —       —       —       8,933       —       —       161,278 

  

                                                                          

Rani R. 

Kohen     

2020       109,167       —       360,000       897,063       2,826       —       4,830 (4)     1,373,886 

  

Executive 

Chairman     

2019       250,000       —       —       —       17,867       —       12,000       279,867 

  

                                                                          

Patricia 

Barron     

2020       137,587       6,000       —       7,034       1,413       —       —       152,035 

  

Chief 

Operations 

Officer     

2019       158,114       16,800       —       —       8,933       —       —       183,848 

  



   
(1) Each of the named executive officers entered into a new employment agreement with the Company effective 

as of September 1, 2019. Prior to entering into such agreement, each officer was compensated pursuant to a 

prior employment agreement, which was superseded by the new agreement.   
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(2) The value of stock awards and options in this table represents the fair value of such awards granted or 

modified during the fiscal year, as computed in accordance with Financial Accounting Standards Board 

Accounting Standards Codification Topic 718 (“Topic 718”). The assumptions used to determine the 

valuation of the awards are discussed in Note 2 and Note 11 to our consolidated financial statements for the 

year ended December 31, 2020. 

   
(3) Non-Equity Incentive Plan Compensation reflects incentive compensation and commission payable pursuant 

to each individual’s respective employment agreement, typically as a percent of the Company’s net revenue 

or sales earned, and in each case as described below under “Agreements with Named Executive Officers.” 

   
(4) Represents the vehicle allowance paid pursuant to the Chairman Agreement. During 2020, due to 

circumstances resulting from the impact of the COVID-19 pandemic, Mr. Kohen received only a portion of 

the allowance provided for in the Chairman Agreement. The amount included in this table only includes the 

portion of the allowance that Mr. Kohen received. 

   
(5) Pursuant to the new employment agreements entered into in September 2019, each named executive officer 

was granted an equity-based “sign-on” bonus of stock options with an exercise price of $6.00 per share. 

These options are further described below under “Agreements with Named Executive Officers”. 

   
(6) During 2020, each named executive officer deferred a portion of their salary due to circumstances resulting 

from the impact of the COVID-19 pandemic, including $87,413 deferred by Mr. Campi, $140,833 deferred 

by Mr. Kohen and $12,413 deferred by Ms. Barron. These deferred amounts are not included in this table. 

  

See “Agreements with Named Executive Officers” for information regarding shares and equity awards that the 

Company has agreed to issue or grant, which issuance or grant was pending as of December 31, 2020. 

  

Outstanding Equity Awards at December 31, 2020 Fiscal Year End 

  

The following table sets forth certain information regarding outstanding equity awards held by the named executive 

officers as of December 31, 2020: 

  

  
    Option Awards(2)   Stock Awards   

Name   

Number of 

securities 

underlying 

unexercised 

options 

(#) 
exercisable     

Number of 

securities 

underlying 

unexercised 

options 

(#) 
unexercisable     

Equity 

incentive 

plan 

awards: 

Number of 

securities 

underlying 

unexercised 

unearned 

options 
(#)     

Option 

exercise 

price 
($)     

Option 

expiration 

date   

Number 

of shares 

or units of 

stock that 

have not 

vested 
(#)     

Market 

value of 

shares or 

units of 

stock that 

have not 

vested 
($)     

Equity 

incentive 

plan 

awards: 

Number 

of 

unearned 

shares, 

units or 

other 

rights that 

have not 

vested 
(#)     

Equity 

incentive 

plan 

awards: 

Market or 

payout 

value of 

unearned 

shares, 

units or 

other 

rights that 

have not 

vested 
($)   



Rani R. 

Kohen(1)     1,000,000       —       —     $ 0.60     11/15/2025     —       —       —       —   

Patricia 

Barron     500,000       —       —       

$0.60 – 

$1.80(3)     11/15/2025     —       —       —       —   
Patricia 

Barron     100,000       —       —       

$3.00 – 

$4.00(4)     4/19/2027     —       —       —       —   

   
(1) This option was issued to KRNB Holdings LLC, of which Mr. Kohen is the manager. 

   
(2) The table does not include the following option awards to the Company’s named executive officers, which 

remained pending as of December 31, 2020: five-year options to purchase 3.0 million shares of common 

stock, which vested on the effective grant date and were granted to Mr. Kohen pursuant to his employment 

agreement, of which 1.5 million have an exercise price of $3.00 per share, 500,000 have an exercise price of 

$4.00 per share and 1.0 million have an exercise price of $6.00 per share, all of which expire November 21, 

2024; five-year options to purchase 1,140,000 shares of common stock, granted to Mr. Kohen pursuant to his 

employment agreement, which have an exercise price of $6.00 per share, vest as to 120,000 shares January 

1, 2020 and as to 340,000 shares on each of September 1, 2020, 2021 and 2022, and expire September 1, 

2024; five-year options to purchase 120,000 shares of common stock, granted to John Campi, the Company’s 

Chief Executive Officer and Chief Financial Officer, pursuant to his employment agreement, which have an 

exercise price of $6.00 per share, vest in full on December 31, 2020 and expire September 1, 2024; and five-

year options to purchase 100,000 shares of common stock, granted to Patricia Barron, the Company’s Chief 

Operations Officer, pursuant to her employment agreement, which have an exercise price of $6.00 per share, 

vest in full on December 31, 2020 and expire September 1, 2024. 
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(3) Represents the range of exercise prices – options to purchase 200,000 shares have an exercise price of $0.60, 

150,000 have an exercise price of $1.20 and 150,000 have an exercise price of $1.80. 

   
(4) Represents the range of exercise prices – options to purchase 50,000 shares have an exercise price of $3.00 

and 50,000 have an exercise price of $4.00.   

  

Agreements with Named Executive Officers 

  

John P. Campi (Chief Executive Officer and Chief Financial Officer) 

  

Effective September 1, 2019, the Company entered into an Executive Employment Agreement with John Campi, its 

Chief Executive Officer and Chief Financial Officer (the “Campi Agreement”), which superseded Mr. Campi’s 

previous employment agreement effective September 1, 2016. The Campi Agreement provided for an initial term of 

one year, which expired August 31, 2020. The term may be, and has been, renewed by the mutual agreement of Mr. 

Campi and the Company. Subject to other customary terms and conditions of such agreements, the Campi Agreement 

provides that Mr. Campi will receive: (i) a base salary of $150,000 per year, which may be adjusted each year at the 

discretion of the board; (ii) a sign-on bonus of a stock option to purchase 120,000 shares of common stock at an 

exercise price of $6.00 per share, which vested in its entirety on December 31, 2020; (iii) incentive compensation 

consisting of (a) a cash component, paid on an annual basis, equal to (x) 0.25% of the Company’s annual gross revenue 

and (y) 3.0% of the Company’s annual net income, and (b) a stock option component, consisting of five-year options 

to purchase shares of common stock in an amount equal to 0.5% of the Company’s quarterly net income, the exercise 

price of which will be determined at the time such options are granted. Mr. Campi is also entitled to receive expense 

reimbursement for reasonable expenses, including travel and entertainment, incurred in the performance of his duties. 

  

Pursuant to the Campi Agreement, Mr. Campi may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement, theft or neglect of or refusal to substantially perform the duties of his employment that is materially 

injurious to the financial condition or business reputation of the Company; a material violation of the Campi 



Agreement by Mr. Campi that is not cured within 30 days of written notice; and Mr. Campi’s death, disability or 

incapacity. Following the expiration of the initial term, the Campi Agreement may be terminated by the board of 

directors at its discretion, in which case Mr. Campi will receive a payment equal to 50% of his then-applicable annual 

base salary. In addition, Mr. Campi may terminate the Campi Agreement at his discretion by providing at least 30 

days’ prior written notice to the Company. 

  

In the event the Company is acquired, is the non-surviving entity in a merger or sells all or substantially all of its 

assets, the Campi Agreement will survive, and the Company will use its best efforts to ensure that the transferee or 

surviving company is bound by the provisions of the Campi Agreement. All shares granted will vest immediately. 

  

Rani R. Kohen (Executive Chairman) 

  

Effective September 1, 2019, the Company entered into an Executive Chairman Agreement with Rani R. Kohen (as 

amended, the “Chairman Agreement”) to serve as the Company’s Executive Chairman and Chairman of the board of 

directors, which superseded Mr. Kohen’s previous chairman agreement effective September 1, 2016. The Chairman 

Agreement provides that Mr. Kohen will serve for an initial term of three years and that the Chairman Agreement will 

automatically renew unless Mr. Kohen or the board of directors decide otherwise. 
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Subject to other customary terms and conditions of such agreements, the Chairman Agreement provides that Mr. 

Kohen will receive: (i) a base salary of $250,000 per year, which will be increased by the Company in the event the 

Company has a significant cash raise; (ii) annual equity compensation consisting of an option to purchase 340,000 

shares of common stock at an exercise price of $6.00 per share, which will vest one year following the date of grant 

(subject to certain exceptions) and will have a five-year term; (iii) a sign-on bonus stock option to purchase 120,000 

shares of common stock at an exercise price of $6.00 per share, which vested in its entirety on January 1, 2020 and 

has a five-year term; (iv) supplemental bonus compensation of stock options to purchase up to 6,000,000 shares of 

common stock at an exercise price ranging between $6.00 and $8.00 per share, determined based on the achievement 

of specified market capitalizations of the Company, as described further below, which will have a five-year term; (v) 

supplemental bonus compensation of stock options to purchase up to 4,000,000 shares of common stock at an exercise 

price ranging between $3.00 and $5.00 per share, determined based on the achievement of specified market 

capitalizations of the Company, as provided by the previous chairman agreement and described further below; and 

(vi) incentive compensation equal to 0.5% of the Company’s gross revenue, which will be paid in cash, stock and/or 

options on an annual basis. 

  

Mr. Kohen is eligible for the following supplemental bonus compensation under the Chairman Agreement: (i) options 

to purchase 500,000 shares of common stock at an exercise price of $6.00 per share, upon the Company achieving 

each of the following market capitalizations: $500.0 million, $1.0 billion, $1.5 billion and $2.0 billion; (ii) options to 

purchase 500,000 shares of common stock at an exercise price of $7.00 per share, upon the Company achieving each 

of the following market capitalizations: $3.0 billion, $4.0 billion, $5.0 billion and $6.0 billion; and (iii) options to 

purchase 500,000 shares of common stock at an exercise price of $8.00 per share, upon the Company achieving each 

of the following market capitalizations: $7.0 billion, $8.0 billion, $9.0 billion and $10.0 billion. Mr. Kohen 

additionally remains eligible to receive the following supplemental bonus compensation, pursuant to the prior 

chairman agreement: (i) options to purchase 500,000 shares of common stock at $3.00 per share, upon the Company 

achieving each of the following market capitalizations: $300.0 million, $500.0 million and $750.0 million; (ii) options 

to purchase 500,000 shares of common stock at $4.00 per share, upon the Company achieving each of the following 

market capitalizations: $1.0 billion, $1.5 billion and $2.0 billion; and (iii) options to purchase 500,000 shares of 

common stock at $5.00 per share, upon the Company achieving each of the following market capitalizations: $2.5 

billion and $3.0 billion. As of the date of this prospectus, the following options have vested: (i) options to purchase 

1.5 million shares at an exercise price of $3.00 per share, (ii) options to purchase 500,000 shares at an exercise price 

of $4.00 per share; and (iii) options to purchase 1.0 million shares at an exercise price of $6.00 per share. 

  



Mr. Kohen is also entitled to receive a car allowance of $1,000 per month, reimbursement for cell phone costs and 

expense reimbursement for reasonable expenses, including travel and entertainment, incurred in the performance of 

his duties. In addition, in the event Mr. Kohen invents additional new products and applications for the Company, 

including products based on the Company’s existing intellectual property, Mr. Kohen will be entitled to receive 

additional compensation, which will be determined by the board of directors. 

  

Pursuant to the Chairman Agreement, Mr. Kohen may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement or theft; a material violation of the Chairman Agreement by Mr. Kohen that is not cured within 60 days 

of written notice; and Mr. Kohen’s death, disability or incapacity. During the initial term of the Chairman Agreement, 

if Mr. Kohen is terminated without cause, (i) the Company will pay Mr. Kohen an amount calculated by multiplying 

Mr. Kohen’s monthly salary at the time of such termination by the number of months remaining in the initial term; 

(ii) Mr. Kohen’s annual equity compensation will vest on a pro rata basis; and (iii) Mr. Kohen will receive full payment 

of all unpaid incentive compensation. Following the expiration of the initial term, the Chairman Agreement may be 

terminated by the board of directors at its discretion, in which case Mr. Kohen will receive full payment for all 

incentives and will be entitled to compensation for his invented products. Mr. Kohen may terminate the Chairman 

Agreement at his discretion by providing at least 90 days’ prior written notice to the Company. In the event Mr. 

Kohen’s employment is terminated by reason of his death, the Company will pay Mr. Kohen’s beneficiaries 12 months 

of Mr. Kohen’s base salary or Mr. Kohen’s base salary through the remainder of the year in which Mr. Kohen’s death 

occurs, whichever is greater, and all annual stock compensation, incentive compensation and supplemental bonus 

compensation due to Mr. Kohen will be bequeathed to his beneficiaries. 
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In the event the Company is acquired, is the non-surviving party in a merger or sells all or substantially all of its assets, 

the Chairman Agreement will not be terminated, and the Company will ensure that the transferee or surviving company 

is bound by the provisions of the Chairman Agreement. All shares granted and any other compensation will vest and 

be paid immediately. 

  

Patricia Barron (Chief Operations Officer) 

  

Effective September 1, 2019, the Company entered into an Executive Employment Agreement with Patricia Barron, 

its Chief Operations Officer (the “Barron Agreement”), which superseded Ms. Barron’s previous employment 

agreement effective July 1, 2016. The Barron Agreement provided for an initial term of one year, which term may be, 

and has been, renewed by the mutual agreement of Ms. Barron and the Company. Subject to other customary terms 

and conditions of such agreements, the Barron Agreement provides that Ms. Barron will receive: (i) a base salary of 

$150,000 per year, which may be adjusted each year at the discretion of the board; (ii) a sign-on bonus of a stock 

option to purchase 100,000 shares of common stock at an exercise price of $6.00 per share, which vested in its entirety 

on December 31, 2020; and (iii) cash incentive compensation equal to 0.25% of the Company’s net revenue, payable 

on an annual or quarterly basis. Ms. Barron is also entitled to receive expense reimbursement for reasonable expenses, 

including travel and entertainment, incurred in the performance of her duties. 

  

Pursuant to the Barron Agreement, Ms. Barron may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement, theft or neglect of or refusal to substantially perform the duties of her employment that is materially 

injurious to the financial condition or business reputation of the Company; a material violation of the Barron 

Agreement by Ms. Barron that is not cured within 30 days of written notice; and Ms. Barron’s death, disability or 

incapacity. Following the expiration of the initial term, the Barron Agreement may be terminated by the board of 

directors at its discretion, in which case Ms. Barron will receive one month of her then-applicable annual base salary 

for every year of employment by the Company, as well as any unpaid incentive compensation. In addition, Ms. Barron 

may terminate the Barron Agreement at her discretion by providing at least 30 days’ prior written notice to the 

Company. 

  



In the event the Company is acquired, is the non-surviving entity in a merger or sells all or substantially all of its 

assets, the Barron Agreement will survive, and the Company will use its best efforts to ensure that the transferee or 

surviving company is bound by the provisions of the Barron Agreement. All shares granted will vest immediately. 

  

Steven M. Schmidt (President) 

  

The Company initially entered into a consultant agreement with Steven M. Schmidt on August 20, 2019, as amended 

June 1, 2021 (as amended, the “Schmidt Agreement”), pursuant to which amendment Mr. Schmidt agreed to serve as 

the Company’s President. The Schmidt Agreement provides for a three-year term, which may be renewed upon the 

signed written consent of the Company and Mr. Schmidt. Subject to other customary terms and conditions of such 

agreement, the Schmidt Agreement provides that Mr. Schmidt will receive: (i) a five-year option to purchase 60,000 

shares of common stock at an exercise price of $0.10 per share, which will vest in three equal annual installments on 

each of October 1, 2020, 2021 and 2022; (ii) a five-year option to purchase 60,000 shares of common stock at an 

exercise price of $6.00 per share, which will vest in three equal annual installments on each of October 1, 2020, 2021 

and 2022; (iii) a stock bonus of 20,000 shares that will be payable upon achievement of certain sales program goals; 

(iv) a signing bonus of 25,000 shares of common stock; (v) a five-year option to purchase 100,000 shares of common 

stock at an exercise price of $12.00 per share, which vests in four equal annual installments on each of June 1, 2021, 

2022, 2023 and 2024; and (vi) an annual grant of 25,000 shares of common stock on each of June 1, 2022, 2023 and 

2024. Mr. Schmidt may be eligible to receive additional bonus compensation as determined by the Company. 

  

Pursuant to the Schmidt Agreement, Mr. Schmidt may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement, theft or neglect of or refusal to substantially perform his duties that is materially injurious to the 

financial condition or business reputation of the Company; a material violation of the Schmidt Agreement by Mr. 

Schmidt that is not cured within 30 days of written notice; Mr. Schmidt’s death, disability or incapacity; willful 

misconduct that damages the Company, its reputation, products, services or customers; and being charged with a 

felony or misdemeanor involving moral turpitude. The Company may terminate the Schmidt Agreement at any time, 

in which case Mr. Schmidt will immediately receive all shares of common stock provided for under the Schmidt 

Agreement and all options provided for will immediately vest. Mr. Schmidt may terminate the Schmidt Agreement at 

his discretion by providing at least 30 days’ prior written notice to the Company. 
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In the event the Company is acquired, is the non-surviving entity in a merger or sells all or substantially all of its 

assets, the provisions and rights provided for in Schmidt Agreement will survive, and the Company will use its best 

efforts to ensure that the transferee or surviving company is bound by the provisions of the Schmidt Agreement. All 

shares granted will vest immediately. 

  

Equity Compensation 

  

Shares of common stock underlying the following option awards to the Company’s named executive officers remain 

pending: five-year options to purchase 3.0 million shares of common stock, which vested on the effective grant date 

and were granted to Mr. Kohen pursuant to his employment agreement, of which 1.5 million have an exercise price 

of $3.00 per share, 500,000 have an exercise price of $4.00 per share and 1.0 million have an exercise price of $6.00 

per share, all of which expire November 21, 2024; five-year options to purchase 1,140,000 shares of common stock, 

granted to Mr. Kohen pursuant to his employment agreement, which have an exercise price of $6.00 per share, vest 

as to 120,000 shares January 1, 2020 and as to 340,000 shares on each of September 1, 2020, 2021 and 2022, and 

expire September 1, 2024; five-year options to purchase 120,000 shares of common stock, granted to John Campi, the 

Company’s Chief Executive Officer and Chief Financial Officer, pursuant to his employment agreement, which have 

an exercise price of $6.00 per share, vest in full on December 31, 2020 and expire September 1, 2024; and five-year 

options to purchase 100,000 shares of common stock, granted to Patricia Barron, the Company’s Chief Operations 

Officer, pursuant to her employment agreement, which have an exercise price of $6.00 per share, vest in full on 

December 31, 2020 and expire September 1, 2024. The following shares of common stock are pending issuance to the 



named executive officers: 1,140,000 shares of common stock to be issued to Rani Kohen, the Company’s Executive 

Chairman, pursuant to his employment agreement. 

  

2018 Stock Incentive Plan (as Amended and Restated) 

  

The board of directors initially approved the 2018 Plan on April 26, 2018, and in each of August 2019 and November 

2021, the board of directors approved the amendment and restatement of the 2018 Plan. 

  

Under the 2018 Plan, the board has the sole authority to implement, interpret and administer the 2018 Plan, unless the 

board delegates (i) all or any portion of its authority to implement, interpret and/or administer the 2018 Plan to a 

committee of the board, or (ii) the authority to grant and administer awards, subject to certain conditions, under the 

2018 Plan to an officer of the Company. The 2018 Plan relates to the issuance of up to [10,000,000] shares of common 

stock, subject to adjustment, and will terminate on April 26, 2028, unless earlier terminated. No single participant 

under the 2018 Plan may receive more than 25% of all options awarded in a single year. 

  

Any employee of the Company or an affiliate, a director or a consultant to the Company or an affiliate may be an 

“Eligible Person” under the 2018 Plan. The 2018 Plan provides Eligible Persons the opportunity to participate in the 

enhancement of stockholder value by the award of options and common stock, granted as stock bonus awards, 

restricted stock awards, deferred share awards and performance-based awards, under the 2018 Plan. The Company 

may make payment of bonuses and/or consulting fees to certain Eligible Persons in options and common stock, or any 

combination thereof. 

  

The board, or the appropriate committee, may, among other things, prescribe the form, and terms and conditions, of 

the agreement governing awards granted under the 2018 Plan and adopt, amend and rescind policies and procedures 

pertaining to the administration of the 2018 Plan. 

  

Stock Options 

  

The board, or the appointed committee, shall have sole and absolute discretionary authority (i) to determine, authorize 

and designate those persons pursuant to the 2018 Plan who are to receive options under the 2018 Plan, (ii) to determine 

the number of shares of common stock to be covered by such options and the terms thereof, (iii) to determine the type 

of option granted, and (iv) to determine other such details concerning the vesting, termination, exercise, transferability 

and payment of such options. Options will be granted in accordance with such determinations as evidenced by a 

written option agreement. 
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Bonus and Restricted Stock Awards 

  

The board, or the applicable committee, may, in its sole discretion, grant awards of common stock in the form of bonus 

awards and restricted stock awards. The terms and conditions of each stock award agreement may change from time 

to time and need not be uniform with respect to Eligible Persons, and the terms and conditions of separate stock award 

agreements need not be identical. 

  

Deferred Stock Awards 

  

The board, or the committee, may authorize grants of shares of common stock to be received at a future date upon 

such terms and conditions as the board, or the committee, may determine. Such awards will be conferred upon the 

Eligible Person as consideration for the performance of services and subject to the fulfillment of specified conditions 

during the deferral period. The terms and conditions of each deferred stock award agreement may change from time 

to time and need not be uniform with respect to Eligible Persons, and the terms and conditions of separate deferred 

stock award agreements need not be identical. 



  

Performance Share Awards 

  

The board, or the committee, may authorize grants of shares of common stock, which will become payable upon the 

achievement of specified performance objectives, upon such terms and conditions as the board, or the committee, may 

determine. Such awards shall be conferred upon the Eligible Person upon the achievement of specified performance 

objectives during a specified performance period, such objectives and period being set forth in the grant. Such grants 

may include a minimum acceptable level of achievement and/or a formula for measuring and determining the number 

of performance shares to be issued if performance exceeds the threshold level but does not meet a maximum 

achievement level. The terms and conditions of each performance share award may change from time to time and 

need not be uniform with respect to Eligible Persons, and the terms and conditions of separate performance share 

award agreements need not be identical. 

  

Adjustments 

  

If the Company effects a subdivision or consolidation of its shares or other capital readjustment, the payment of a 

stock dividend or other increase or reduction of the number of shares of common stock outstanding, without receiving 

consideration therefore in money, services or property, then (i) the number, class and per share price of shares of 

common stock subject to outstanding options and other awards under the 2018 Plan and (ii) the number of and class 

of shares then reserved for issuance under the 2018 Plan and the maximum number of shares for which awards may 

be granted to an Eligible Person during a specified time period will be appropriately and proportionately adjusted. The 

board, or a committee, will make such adjustments, and its determinations will be final, binding and conclusive. 

  

Change in Control 

  

If the Company is merged or consolidated with another entity or sells or otherwise disposes of substantially all of its 

assets to another company while options or stock awards remain outstanding under the 2018 Plan, unless provisions 

are made in connection with such transaction for the continuance of the 2018 Plan and/or the assumption or 

substitution of such options or stock awards with new options or stock awards covering the stock of the successor 

company, or parent or subsidiary thereof, with appropriate adjustments as to the number and kind of shares and prices, 

then all outstanding options and stock awards that have not been continued or assumed, or for which a substituted 

award has not been granted, will, whether or not vested or then exercisable, unless otherwise specified in the stock 

option or stock award agreement, terminate immediately as of the effective date of any such merger, consolidation or 

sale. 
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Federal Income Tax Consequences 

  

Subject to other customary terms, the Company may, prior to certificating any common stock, deduct or withhold 

from any payment pursuant to a stock option or stock award agreement an amount that is necessary to satisfy any 

withholding requirement of the Company that the Company believes, in good faith, is necessary in connection with 

U.S. federal, state or local taxes as a consequence of the issuance or lapse of restrictions on such common stock. 

  

2015 Stock Incentive Plan 

  

The Company previously granted equity awards under the 2015 Plan, which contained substantially the same terms 

as the 2018 Plan, described above. The Company no longer grants awards under the 2015 Plan as it was replaced by 

the 2018 Plan. 

  

Termination or Change in Control Benefits 

  



Our named executive officers may become entitled to certain benefits or enhanced benefits in connection with a 

qualifying termination and/or a change in control of our Company. Our named executive officers’ employment 

agreements entitle them to certain benefits upon certain terminations or in connection with a change in control of the 

Company. For additional discussion, see “Agreements with Named Executive Officers” above. 

  

Each of our named executive officers holds equity awards that were granted subject to the general terms and 

termination and change in control provisions of our Incentive Plans. The forms of agreements governing awards 

granted under the Incentive Plans may contain additional such provisions. For additional discussion, please see “2018 

Stock Incentive Plan (as Amended and Restated)” above. 
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DIRECTOR COMPENSATION 

  

Director Compensation  

  

We do not pay cash compensation to our non-employee directors for service on our board. Our non-employee directors 

are reimbursed for reasonable expenses incurred in attending meetings and carrying out duties as board members. 

Directors who are employed by us do not receive compensation for service on our board of directors. 

  

As compensation for service on our board during 2020, each non-employee director was entitled to receive, effective 

January 1, 2021, 15,000 shares of common stock and five-year options to purchase 25,000 shares of common stock, 

which vest on the effective date of grant, have an exercise price of $12.00 and expire January 1, 2026. As compensation 

for his role as chairman of the audit committee and for his service on the corporate development committee, Mr. 

Sokolow was additionally eligible to receive 4,000 shares of common stock and five-year options to purchase 75,000 

shares of common stock, which vest on the effective date of grant, have an exercise price of $12.00 and expire January 

1, 2026. 

  

Shares of common stock underlying the following option awards to the Company’s non-employee directors remain 

pending: five-year options to purchase an aggregate of 125,000 shares, granted to each of Mr. Peter, Mr. Ridge and 

Mr. Shiff, all of which vested on the effective grant date and of which, for each director, (i) 25,000 have an exercise 

price of $2.60 per share and expire January 1, 2022, (ii) 25,000 have an exercise price of $3.00 per share and expire 

January 1, 2023, (iii) 25,000 have an exercise price of $3.00 per share and expire January 1, 2024, (iv) 25,000 have 

an exercise price of $3.00 per share and expire January 1, 2025, and (v) 25,000 have an exercise price of $12.00 per 

share and expire January 1, 2026. In addition, 35,000 shares of common stock are pending issuance to each of Mr. 

Peter, Mr. Ridge and Mr. Shiff. 

  

Director Compensation Table 

  

The following table summarizes the compensation paid to each non-employee director who served during the fiscal 

year ended December 31, 2020. All compensation earned by Mr. Kohen during 2020 has been reported in the 

“Summary Compensation Table” above under “Executive Compensation.” 

  

Name   

Fees 

earned 

or 

paid 

in 

cash 

($)     

Stock 

awards 

($)(1)     

Option 

awards 

($)(1)     

Non-equity 

incentive 

plan 

compensation 

($)     

Nonqualified 

deferred 

compensation 

earnings 

($)     

All other 

compensation 

($)     

Total 

($)   

Phillips Peter     —       117,000       61,430       —       —       —       178,430   

Thomas J. Ridge     —       117,000       62,895       —       —       —       179,895   



Dov Shiff     —       105,000       61,430       —       —       —       166,430   

Leonard J. Sokolow     —       129,000       227,069       —       —       —       356,069   

   
(1) The table reflects the grant date fair value, as computed in accordance with Topic 718, of the restricted share 

awards and options granted to directors in fiscal year 2020. The assumptions used to determine the valuation 

of the awards are discussed in Note 2 and Note 11 to our consolidated financial statements for the year ended 

December 31, 2020. 

  

There were no unvested stock or option awards held by non-employee directors as of December 31, 2020. 
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS 

  

The following is a description of transactions or series of transactions since January 1, 2018, to which we were or will 

be a party, in which: 

   
● the amount involved in the transaction exceeds the lesser of (i) $120,000 or (ii) 1% of the average of our total 

assets at year end for the last two completed fiscal years; and 

   
● in which any of our executive officers, directors, director nominees or holders of 5% or more of any class of 

our voting capital stock, or any immediate family member of any of the foregoing, had or will have a direct 

or indirect material interest. 

  

Officer and Director Compensation  

  

Compensation arrangements for our named executive officers and our directors are described elsewhere in this 

prospectus under “Director Compensation” and “Executive Compensation.” 

  

Shares of common stock underlying the following option awards to Steven Schmidt, the Company’s President, remain 

pending: five-year options to purchase 220,000 shares of common stock, granted to Mr. Schmidt pursuant to the 

Schmidt Agreement, of which (i) 60,000 have an exercise price of $0.10 per share, vest in three equal annual 

installments on each of October 1, 2020, 2021 and 2022, and expire October 1, 2024, (ii) 60,000 have an exercise 

price of $6.00 per share, vest in three equal annual installments on each of October 1, 2020, 2021 and 2022, and expire 

October 1, 2024, and (iii) 100,000 have an exercise price of $12.00 per share, vest in four equal annual installments 

on each of June 1, 2021, 2022, 2023 and 2024, and expire June 1, 2026. In addition, 25,000 shares of common stock 

are pending issuance to Mr. Schmidt pursuant to the Schmidt Agreement. 

  

Notes Payable  

  

In February 2016, Dov Shiff, a member of our board, loaned the Company $500,000, which amount was repaid. 

  

In September 2020, Leonard J. Sokolow, a member of the Company’s board of directors, entered into a securities 

purchase agreement with the Company, pursuant to which Mr. Sokolow agreed to purchase a three-year subordinated 

convertible promissory note in the principal face amount of $250,000. Subject to other customary terms, the note 

matures on September 22, 2023 and accrues interest at a rate of 6% per annum, which is payable annually in cash or 

common stock, at the holder’s discretion. At any time after issuance and prior to or on the maturity date, the note is 

convertible at the option of the holder into shares of common stock at a conversion price of $15.00 per share. Upon 

notice to the holder, the Company may prepay, in whole or in part, the outstanding balance of the note at any time 

prior to the maturity date; provided, that the holder has the right to convert the note into shares of common stock in 

lieu of prepayment. Upon the occurrence of certain events of default and written notice from the holder, the note will 



become immediately due and payable and, until paid in full, will bear interest at a rate of 12% per annum. As of both 

September 30, 2021 and December 31, 2020, the outstanding balance under the note was $250,000. 

  

In October 2020, Sky Technology Partners, LLC, the managing member of which is Steven Siegelaub, who, with his 

affiliates, is a greater than 5% holder of the Company’s common stock, entered into a securities purchase agreement 

with the Company, pursuant to which Sky Technology Partners, LLC agreed to purchase a three-year subordinated 

convertible promissory note in the principal face amount of $300,000. The note matures on October 30, 2023, and the 

terms of this note are substantially the same as the September 2020 note purchased by Mr. Sokolow. As of both 

September 30, 2021 and December 31, 2020, the outstanding balance under the note was $300,000. 

  

In November 2020, Shiff Group Investments Ltd., of which Mr. Shiff is the President and Chief Executive Officer, 

entered into a securities purchase agreement with the Company, pursuant to which Mr. Shiff agreed to purchase a 

three-year subordinated convertible promissory note in the principal face amount of $600,000. The note matures on 

November 3, 2023, and the terms of this note are substantially the same as the September 2020 note purchased by Mr. 

Sokolow. As of both September 30, 2021 and December 31, 2020, the outstanding balance under the note was 

$600,000. 
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In November 2020, John Campi, our Chief Executive Officer and Chief Financial Officer, entered into a securities 

purchase agreement with the Company, pursuant to which Mr. Campi agreed to purchase a three-year subordinated 

convertible promissory note in the principal face amount of $100,000. The note matures on November 10, 2023, and 

the terms of this note are substantially the same as the September 2020 note purchased by Mr. Sokolow. As of both 

September 30, 2021 and December 31, 2020, the outstanding balance under the note was $100,000. 

  

Newbridge Securities Corporation  

  

In October 2018, the Company entered into an investment banking agreement with Newbridge Securities Corporation, 

pursuant to which Newbridge Securities Corporation agreed to provide business development, consulting and advisory 

services, including capital raising and placement agency services, to the Company. This agreement is renewed 

periodically and remains in effect as of the date of this prospectus. Leonard J. Sokolow, a member of the Company’s 

board of directors, is the Chief Executive Officer and President of Newbridge Financial, Inc. and Chairman of 

Newbridge Securities Corporation, its broker dealer subsidiary. In connection with entering into the agreement, the 

Company paid Newbridge Securities Corporation a $25,000 fee and agreed to issue shares of common stock equal to 

$50,000, which were paid as of December 31, 2020. 

  

Pursuant to the agreement, the Company agreed to pay placement agent fees equal to 8.0% of the gross purchase price 

upon closing of sales of the Company’s equity securities and 4.0% upon closing of any line of credit, secured or 

unsecured term loan or other non-convertible debt facility arranged by Newbridge Securities Corporation for the 

Company. Upon the closing of any such equity or debt transaction, the Company agreed to issue to Newbridge 

Securities Corporation, or its permitted assigns, warrants to purchase: (i) in an equity transaction, 10% of the sum of 

(A) the number of shares of common stock issued by the Company and (B) the number of shares of common stock 

issuable by the Company upon the exercise or conversion of convertible securities issued; and (ii) in a debt transaction, 

10% of the facility amount, divided by a per share price equal to the last equity, warrants or options issued by the 

Company at the time of closing. The agreement further provides, among other things, that such warrants will contain 

provisions providing for cashless exercise, price protection and piggyback registration rights and will not be callable 

or redeemable by the Company. 

  

The agreement also provides for sales commission with respect to certain agreements, including territorial licenses, 

marketing agreements and commercial contracts. If the transaction is with an organization located, identified or 

introduced by Newbridge Securities Corporation, the Company is required to pay Newbridge Securities Corporation 

a $75,000 fee at closing, plus 1% of the net revenues received by the Company, payable quarterly during the contract’s 



term. If the Company requested Newbridge Securities Corporation assist with closing the transaction, the Company 

is required to pay Newbridge Securities Corporation a $50,000 fee at closing, plus 0.25% of the net revenues received 

by the Company, payable quarterly for the lesser of five years or the contract’s term. 

  

Pursuant to the agreement, as of November 1, 2021, the Company has paid Newbridge Securities Corporation an 

aggregate of $119,432 in placement agent fees (not including expenses). In March 2021, effective as of December 31, 

2020, the Company issued 10,000 shares to Newbridge Securities Corporation and its affiliates pursuant to the 

agreement, of which Newbridge Securities Corporation received 3,600 shares and Mr. Sokolow received 4,500 shares. 

In addition, on December 31, 2020, the Company issued three-year warrants to purchase an aggregate of up to 14,375 

shares of common stock at an exercise price of $12.00 per share (subject to adjustment, including in the event of 

certain subsequent equity sales by the Company) (the “2020 Newbridge Warrants”), including warrants to purchase 

up to 5,674 shares and 4,469 shares issued to Newbridge Securities Corporation and Mr. Sokolow, respectively. In 

addition, the Company issued three-year warrants, dated October 26, 2021, to purchase an aggregate of up to 3,750 

shares of common stock at an exercise price of $12.00 per share (subject to adjustment, including in the event of 

certain subsequent equity sales by the Company) (the “2021 Newbridge Warrants” and, together with the 2020 

Newbridge Warrants, the “Newbridge Warrants”), including warrants to purchase up to 725 shares and 1,088 shares 

issued to Newbridge Securities Corporation and Mr. Sokolow, respectively. The Newbridge Warrants may be 

exercised, in whole or in part, at any time on or prior to the third anniversary of the effective date of the warrant. 

Among other terms, the Newbridge Warrants provide for cashless exercise if, one year following the effective date of 

the warrant, there is no effective registration statement registering the shares of common stock issuable upon exercise 

of the Newbridge Warrants. The Newbridge Warrants also provide for certain piggyback registration rights, subject 

to certain exceptions, including, for the 2021 Newbridge Warrants, if the registration statement is for an initial public 

offering, such that, if the Company registers any of its securities either for its own account or for the account of other 

security holders, the holders of the Newbridge Warrants are entitled to include their shares in the registration. Subject 

to certain exceptions, if the offering is being underwritten, the Company and the underwriters may limit the number 

of shares included in the underwritten offering if the underwriters believe that including such shares would adversely 

affect the offering. 
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An employee of Newbridge Securities Corporation provides services to the Company in connection with preparation 

for this initial public offering pursuant to an investment banking engagement agreement, entered into in May 2021, 

between the Company and Newbridge Securities Corporation, pursuant to which Newbridge Securities Corporation 

agreed to provide certain corporate advisory services. The agreement has a 12 month term, during which the Company 

will pay Newbridge Securities Corporation’s pre-approved expenses. The Company will also pay a $500,000 corporate 

advisory fee, in the form of restricted common stock, upon successful listing of the Company’s common stock on a 

U.S. national securities exchange. The number of shares issued will be determined based on the initial offering price 

in the offering, and such shares will be subject to a six-month lock-up provision. The Company will be required to 

pay such fee if it successfully lists on an exchange during the term of the agreement or within nine months following 

expiration of the term. 

  

The Company entered into a separate investment banking engagement agreement in May 2021 with Newbridge 

Securities Corporation relating to merger and acquisition services. The agreement has a 12 month term, which will be 

automatically extended on a month-to-month basis if negotiations or discussions are ongoing at the end of the term. 

The Company will pay Newbridge Securities Corporation’s pre-approved reasonable expenses during the term. Upon 

closing of a merger or acquisition transaction facilitated by Newbridge Securities Corporation, the Company will pay, 

in equity, a transaction fee equal to 2.0% of the aggregate consideration (as defined in the agreement) of such 

transaction. The equity received will be subject to a six-month leak-out provision. The Company will be required to 

pay the transaction fee after expiration of the agreement or if the Company terminates the agreement without cause 

(as defined in the agreement), if the Company (i) completes a merger or acquisition transaction with a party identified 

by Newbridge Securities Corporation within 12 months of such termination or (ii) enters into an agreement 



contemplating a merger or acquisition with a party identified by Newbridge Securities Corporation during the term of 

the agreement or the following 12 months, which agreement is ultimately consummated. 

  

Engagement Letter 

  

In June 2021, the Company entered into the engagement letter with Benchmark, which provided that Newbridge 

Securities Corporation had the option to act as an underwriter for this offering. 

  

Bridge Line Ventures  

  

The Company and Bridge Line Ventures, LLC Series ST-1 (“Bridge Line Ventures”), the manager of which is Bridge 

Line Advisors, LLC, of which Leonard J. Sokolow, a member of our board of directors, is Chief Executive Officer 

and President, entered into the following stock purchase agreements (collectively, the “Bridge Line SPAs”): 

   
● Stock Purchase Agreement, dated February 26, 2021, as amended March 30, 2021, June 30, 2021 and August 

31, 2021, pursuant to which Bridge Line Ventures purchased 25,373 shares of common stock at a purchase 

price per share of $12.00. 

   
● Stock Purchase Agreement, dated March 30, 2021, as amended April 30, 2021, June 30, 2021 and August 

31, 2021, pursuant to which Bridge Line Ventures purchased 37,500 shares of common stock at a purchase 

price per share of $12.00. 

   
● Stock Purchase Agreement, dated April 30, 2021, as amended June 30, 2021 and August 31, 2021, pursuant 

to which Bridge Line Ventures purchased 2,084 shares of common stock at a purchase price per share of 

$12.00. 
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  ● Stock Purchase Agreement, dated June 30, 2021, as amended August 31, 2021, pursuant to which Bridge 

Line Ventures purchased 150,000 shares of common stock at a purchase price per share of $12.00. 

      

  ● Stock Purchase Agreement, dated August 31, 2021, pursuant to which Bridge Line Ventures purchased 

16,667 shares of common stock at a purchase price per share of $12.00. 

  

Each of the Bridge Line SPAs contains substantially the same terms. Among other things, the Bridge Line SPAs 

contain anti-dilutive price protection measures, which apply for 24 months following the date of closing of the Bridge 

Line SPAs, subject to certain exceptions, and provide for certain piggyback registration rights, such that, subject to 

certain exceptions, including if the registration statement is for an initial public offering, if the Company registers any 

of its securities either for its own account or for the account of other security holders, Bridge Line Ventures is entitled 

to include its shares in the registration. Subject to certain exceptions, if the offering is being underwritten, the Company 

and the underwriters may limit the number of shares included in the underwritten offering if the underwriters believe 

that including such shares would adversely affect the offering. In addition, the Company may require Bridge Line 

Ventures agree to a six month lock-up of its shares following the effective date of the applicable registration statement. 

  

The Bridge Line SPAs also contain a standstill provision pursuant to which Bridge Line Ventures agreed to certain 

restrictions related to the Company for three years following the effective date of each of the Bridge Line SPAs, 

including, among other things, prohibitions on, either alone or together with any other person, acquiring additional 

shares of the Company’s common stock or any of its assets, soliciting proxies or seeking representation on our board 

of directors, unless the Company agrees to such actions in writing. For additional information, see “Description of 

Capital Stock.” 

  



In addition, on each of June 30, 2021 and August 31, 2021, pursuant to the Bridge Line SPAs, Bridge Line Ventures 

received a three-year warrant to purchase up to 214,957 and 16,667 shares of the Company’s common stock, 

respectively, at an exercise price of $12.00 per share (subject to adjustment, including in the event of certain 

subsequent equity sales by the Company) (the “Bridge Line Ventures Warrants”). The Bridge Line Ventures Warrants 

may be exercised, in whole or in part, at any time on or prior to June 30, 2024 or August 31, 2024, respectively. 

Among other terms, the Bridge Line Ventures Warrants provide for cashless exercise of the Bridge Line Ventures 

Warrants if, after June 30, 2022 or August 31, 2022, respectively, there is no effective registration statement registering 

the shares of common stock issuable upon exercise of the Bridge Line Ventures Warrants. In addition, the Bridge Line 

Ventures Warrants contain certain piggyback registration rights, which are substantially the same as those provided 

in by the Bridge Line SPAs. 

  

Other Options and Warrants 

  

In May 2018, effective April 19, 2017, the Company granted an option to purchase 100,000 shares of common stock 

to Steven Siegelaub, of which 50,000 options have an exercise price of $3.00 per share and vested on June 30, 2017 

and 50,000 options have an exercise price of $4.00 per share and vested on December 31, 2017. Such options were 

granted under the 2015 Plan and expire in April 2027. Mr. Siegelaub, together with his affiliates, is a greater than 5% 

holder of our common stock. 

  

In September 2018, Enterprise 2013, LLC exercised in full a warrant received in May 2014 connection with a previous 

private placement and acquired 185,208 shares of common stock at an exercise price of $0.375 per share, for an 

aggregate purchase price of $69,453. As the managing member of Enterprise 2013, LLC, Mr. Siegelaub may be 

deemed to the beneficial owner of the shares held by such entity. 

  

In October 2018 and November 2018, Strul Associates Limited Partnership exercised in full a warrant purchased in a 

May 2016 private placement and acquired 1,000,000 and 350,000 shares of common stock, respectively, at an exercise 

price of $3.00 per share, for an aggregate purchase price of $4,050,000. Strul Associates Limited Partnership is a 

greater than 5% holder of our common stock. 
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In December 2018 and May 2019, Dov Shiff exercised in full a warrant purchased in a May 2014 private placement 

and acquired 533,334 and 1,156,666 shares of common stock, respectively, at an exercise price of $0.375 per share. 

Of the aggregate shares acquired, 1,250,000 shares were issued to Mr. Shiff and 20,000 shares were issued to Mr. 

Shiff’s spouse, with the remaining shares issued to other individuals. Mr. Shiff is a member of our board of directors. 

  

In May 2019, Safety Investors 2014, LLC exercised in full a warrant purchased in a May 2014 private placement and 

acquired 650,000 shares of common stock at an exercise price of $0.375 per share, for an aggregate purchase price of 

$243,750. As the managing member of Safety Investors 2014, LLC, Mr. Siegelaub may be deemed to the beneficial 

owner of the shares held by such entity. 

  

In May 2019, Investment 2013 LLC exercised in full a warrant purchased in a November 2013 private placement and 

acquired 194,132 shares of common stock at an exercise price of $0.375 per share, for an aggregate purchase price of 

$72,800. As the managing member of Investment 2013 LLC, Mr. Siegelaub may be deemed to the beneficial owner 

of the shares held by such entity. 

  

In June 2020, the Company issued a three-year volume warrant to purchase up to 1,125,000 shares of common stock 

to Strul Associates Limited Partnership, pursuant to a May 2016 private placement. The exercise price was $3.00 if 

exercised prior to June 1, 2021, $3.25 if exercised on or after June 1, 2021 and prior to June 1, 2022 and $3.50 if 

exercised on or after June 1, 2022 through June 1, 2023 (in each case, subject to adjustment, including in the event of 

certain subsequent equity sales by the Company). The warrant was exercisable in whole or in part at any time prior to 

or on June 1, 2023. In December 2020, Strul Associates Limited Partnership exercised the warrant in full and acquired 

an aggregate of 1,012,500 shares of common stock, including 675,000 shares of common stock for an aggregate 



purchase price of $2,025,000 and a net total of 337,500 shares of common stock pursuant to a cashless exercise of the 

remainder of the warrant. 

  

Policies and Procedures for Related Party Transactions  

  

We do not at this time have a formal written policy regarding the review of related party transactions and rely on our 

board of directors to review, approve or ratify such transactions and identify and prevent conflicts of interest. Our 

board of directors reviews any such transaction in light of the particular affiliation and interest of any involved director, 

officer or other employee or stockholder and, if applicable, any such person’s affiliates or immediate family members. 

Management aims to present transactions to our board of directors for approval before they are entered into or, if that 

is not possible, for ratification after the transaction has occurred. If our board of directors finds that a conflict of 

interest exists, then it will determine the appropriate action or remedial action, if any. Our board of directors approves 

or ratifies a transaction if it determines that the transaction is consistent with our best interests and the best interest of 

our stockholders. In connection with this offering, following our listing upon Nasdaq, we intend for the audit 

committee to review and approve or disapprove related party transactions. 
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PRINCIPAL STOCKHOLDERS 

  

The following table sets forth certain information known to us regarding beneficial ownership of our issued and 

outstanding common stock as of November 9, 2021, as adjusted to reflect the sale of common stock offered by us in 

this offering, for: 

  

  ● each of our named executive officers;  

      

  ● each of our directors and director nominees;  

      

  ● all of our executive officers and directors and director nominees as a group; and  

      

  ● each person or group of affiliated persons known by us to be the beneficial owner of more than 5% of our 

common stock.  

  

Beneficial ownership is determined in accordance with the rules of the SEC and generally includes voting or 

investment power with respect to securities. Under those rules, beneficial ownership includes any shares as to which 

the individual or entity has sole or shared voting power or investment power, and includes securities that the individual 

or entity has the right to acquire, such as through the exercise of issued stock options or warrants or conversion of 

convertible notes or preferred stock, within 60 days of November 9, 2021. Except as noted by footnote, and subject to 

community property laws where applicable, we believe, based on the information provided to us, that the persons and 

entities named in the table below have sole voting and investment power with respect to all common stock shown as 

beneficially owned by them. 

  

The percentage of beneficial ownership prior to this offering in the table below is based on 63,504,451 shares of 

common stock issued and outstanding as of November 9, 2021, plus the shares issuable upon the Preferred Stock 

Conversion in connection with the closing of this offering, and the percentage of beneficial ownership after this 

offering in the table below is based on                   shares of common stock assumed to be outstanding after the closing 

of the offering. The information in the table below assumes no exercise of the underwriters’ option to purchase 

additional shares. The information in the table does not include any shares of common stock or equity awards to be 

issued or granted to the individuals in the table that the Company has agreed to issue or grant, which issuance or grant 

is pending. 

  

The following table does not reflect any potential purchases by these persons or entities or their affiliated entities in 

this offering. If any shares are purchased by our existing principal stockholders, directors, director nominees, or 



officers or their affiliated entities, the number and percentage of shares of our common stock beneficially owned by 

them after this offering will differ from those set forth in the following table. 

  

Except as otherwise indicated below, the address of each beneficial owner is c/o SQL Technologies Corp., 11030 

Jones Bridge Road, Suite 206, Johns Creek, Georgia 30022. 

  

    Common Stock Beneficially Owned   

   

Number of 

Shares and 

Nature of      

Percentage of Total 

Common Stock   

Name and Address of Beneficial Owner   

Beneficial 

Ownership     

Before 

Offering     

After 

Offering   

Greater than 5% Stockholders                         

Dov Shiff, Director(1)     14,634,618       19.1 %     %   

Rani R. Kohen, Executive Chairman and Director(2)     9,103,969       11.7 %     %   

Motek 7 SQL, LLC(3)     5,984,076       7.8 %     %   

Strul Associates Limited Partnership(4)     5,737,500       7.5 %     %   

Steven Siegelaub(5)     3,889,971       5.1 %     %   

                          

Directors, Director Nominees and Named Executive Officers 

(not otherwise included above)                         

Thomas J. Ridge, Director(6)     1,425,000       1.8 %     %   

Phillips S. Peter, Director(7)     550,000       *       %   

Leonard J. Sokolow, Director(8)     1,641,971       2.1 %     %   

John P. Campi, Chief Executive Officer and Chief Financial 

Officer(9)     1,176,667       1.5 %     %   

Patricia Barron, Chief Operations Officer(10)     700,000       *       %   

All directors, director nominees, and current executive officers 

as a group ([8] persons)(11)     29,273,892       36.4 %     %   

  

  

* Represents beneficial ownership of less than one percent. 

  

(1) Includes 10,724,618 shares of common stock held by Shiff Group Investments Ltd., 1,250,000 shares of 

common stock held directly by Mr. Shiff and 20,000 shares held by Mr. Shiff’s spouse, as well as 40,000 

shares of common stock issuable upon conversion of the principal amount of an outstanding convertible note 

held by Shiff Group Investments Ltd. and 2,600,000 shares of common stock issuable upon conversion of 

Series A Preferred Stock. As the President and Chief Executive Officer of Shiff Group Investments Ltd., Mr. 

Shiff may be deemed to be the beneficial owner of the shares held by Shiff Group Investments Ltd. and have 

voting and dispositive power over such shares. 

  

(2) Includes 8,003,969 shares of common stock held by KRNB Holdings LLC and 100,000 shares of common 

stock held by Mr. Kohen’s spouse, as well 1,000,000 shares of common stock underlying stock options held 

by KRNB Holdings LLC that are currently exercisable. As manager of KRNB Holdings LLC, Mr. Kohen 

may be deemed to be the beneficial owner of the shares held by KRNB Holdings LLC and have voting and 

dispositive power over such shares. 

  

(3) As manager of Motek 7 SQL, LLC, Hillel Bronstein may be deemed to be the beneficial owner of the shares 

held by Motek 7 SQL, LLC and have voting and dispositive power over such shares. The address of Motek 

7 SQL, LLC is 19101 Mystic Pointe Drive, Apt. 2808, Aventura, Florida 33180. 

  

(4) The address for Strul Associates Limited Partnership is 20320 Fairway Oaks Drive, #362, Boca Raton, 

Florida 33434. 

  



(5) Includes the following shares of common stock: (i) 667,316 shares held by Safety Investors 2014 LLC, (ii) 

413,435 shares held by Investment 2013 LLC, (iii) 83,333 shares held jointly by Mr. Siegelaub and his 

spouse, (iv) 57,305 shares held by Mr. Siegelaub, (v) 184,622 shares held by 301 Office Ventures, LLC, (vi) 

87,424 shares held by Enterprise 2013, LLC, and (vii) 400,000 shares held by Investment 2018 LLC. This 

also includes: (i) 20,000 shares of common stock issuable upon conversion of the principal amount of an 

outstanding convertible note held by Sky Technology Partners, LLC; (ii) 200,000 shares of common stock 

underlying stock options held jointly by Mr. Siegelaub and his spouse that are currently exercisable; and (iii) 

the following shares of common stock issuable upon conversion of Series A Preferred Stock: 1,000,000 

shares held by Safety Investors 2014 LLC and 776,536 shares held by Investment 2013 LLC. As the 

managing member of each of 301 Office Ventures, LLC, Enterprise 2013, LLC, Investment 2013 LLC, 

Safety Investors 2014 LLC, Investment 2018 LLC and Sky Technology Partners, LLC, Mr. Siegelaub may 

be deemed to the beneficial owner of the shares held by such entities and have voting and dispositive power 

over such shares. The address for Mr. Siegelaub and his affiliated entities is 1489 West Palmetto Park Road, 

#501, Boca Raton, Florida 33486. 

  

(6) Includes 725,000 shares of common stock, 500,000 shares of common stock underlying stock options that 

are currently exercisable and 200,000 shares of common stock issuable upon conversion of Series A Preferred 

Stock held by Mr. Ridge. 

  

(7) Includes 250,000 shares of common stock and 300,000 shares of common stock underlying stock options 

that are currently exercisable held by Mr. Peter. 

  

(8) Includes 221,500 shares of common stock held by Mr. Sokolow, 3,600 shares of common stock held by 

Newbridge Securities Corporation and 231,624 shares of common stock held by Bridge Line Ventures. This 

also includes: (i) 925,000 shares of common stock underlying stock options held by Mr. Sokolow that are 

currently exercisable; (ii) 16,667 shares of common stock issuable upon conversion of the principal amount 

of an outstanding convertible note held by Mr. Sokolow; and (iii) the following shares of common stock 

issuable upon exercise of outstanding warrants: 5,557 shares issuable upon exercise of Newbridge Warrants 

held by Mr. Sokolow, 6,399 shares issuable upon exercise of Newbridge Warrants held by Newbridge 

Securities Corporation and 231,624 shares issuable upon exercise of the Bridge Line Ventures Warrants. Mr. 

Sokolow is the Chief Executive Officer and President of Newbridge Financial, Inc. and Chairman of 

Newbridge Securities Corporation, its broker dealer subsidiary, and, accordingly, may be deemed to be the 

beneficial owner of the shares held by Newbridge Securities Corporation and have voting and dispositive 

power over such shares. Mr. Sokolow is Chief Executive Officer and President of Bridge Line Advisors, 

LLC, the manager of Bridge Line Ventures, and, accordingly, may be deemed to be the beneficial owner of 

the shares held by Newbridge Securities Corporation and have voting and dispositive power over such shares. 

  

(9) Includes 1,170,000 shares of common stock and 6,667 shares of common stock issuable upon conversion of 

the principal amount of an outstanding convertible note held by Mr. Campi. 

  

(10) Includes 100,000 shares of common stock and 600,000 shares of common stock underlying stock options 

that are currently exercisable held by Ms. Barron. 

  

(11) Includes 22,841,978 shares of common stock, as well as 3,325,000 shares of common stock underlying stock 

options that are currently exercisable, 243,580 shares of common stock issuable upon the exercise of 

warrants, 63,334 shares of common stock issuable upon the conversion of the principal amount of outstanding 

convertible notes and 2,800,000 shares of common stock issuable upon conversion of Series A Preferred 

Stock. 

  

Changes in Control 

  

We are unaware of any contract, or other arrangement or provision, the operation of which may at any subsequent 

date result in a change in control of our Company. 
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DESCRIPTION OF CAPITAL STOCK 

  

The following descriptions are summaries of the material terms of our articles of incorporation, as amended, and our 

bylaws. The descriptions of the capital stock give effect to changes to our capital structure that will occur immediately 

prior to the completion of this offering.  

  

General  

  

The following description of our capital stock is a summary and is qualified in its entirety by reference to our articles 

of incorporation and our bylaws, which are filed as exhibits to the registration statement of which this prospectus 

forms a part. 

  

Our authorized capital stock presently consists of 500,000,000 shares of common stock, no par value, and 20,000,000 

shares of preferred stock, no par value, all of which shares of preferred stock have been designated as Series A 

Preferred Stock. As of              , 2021, there were               shares of common stock outstanding, held of record 

by                stockholders, and                 shares of Series A Preferred Stock outstanding, held of record 

by                    stockholders. 

  

Upon completion of this offering, our authorized capital stock will consist of 500,000,000 shares of common stock, 

no par value, and 20,000,000 shares of preferred stock, no par value, all of which shares of preferred stock will be 

undesignated. 

  

Common Stock  

  

The holders of common stock are entitled to one vote per share on all matters submitted to a vote of stockholders, 

including the election of directors. There is no cumulative voting in the election of directors. The holders of common 

stock are entitled to any dividends that may be declared by the board of directors out of funds legally available for 

payment of dividends, subject to the prior rights of holders of preferred stock and any contractual restrictions we have 

against the payment of dividends on common stock. In the event of our liquidation or dissolution, holders of common 

stock are entitled to share ratably in all assets remaining after payment of liabilities and the liquidation preferences of 

any outstanding shares of preferred stock. Our common stock has no preemptive rights, conversion rights or other 

subscription rights or redemption or sinking fund provisions. 

  

The shares to be issued by us in this offering will be, when issued and paid for, validly issued, fully paid and non-

assessable. The rights, preferences and privileges of holders of common stock are subject to and may be adversely 

affected by the rights of the holders of shares of any series of preferred stock that we may designate and issue in the 

future. 

  

Preferred Stock  

  

In connection with the completion of this offering, all outstanding shares of our Series A Preferred Stock will be 

converted into shares of our common stock. Our board of directors will have the authority, without further action by 

our stockholders, to issue up to 20,000,000 shares of preferred stock in one or more series and to fix the rights, 

preferences, privileges and restrictions thereof. These rights, preferences and privileges could include dividend rights, 

conversion rights, voting rights, terms of redemption, liquidation preferences, sinking fund terms and the number of 

shares constituting, or the designation of, such series, any or all of which may be greater than the rights of common 

stock. The issuance of our preferred stock could adversely affect the voting power of holders of common stock and 

the likelihood that such holders will receive dividend payments and payments upon our liquidation. In addition, the 

issuance of preferred stock could have the effect of delaying, deferring or preventing a change in control of the 

Company or other corporate action. Immediately after consummation of this offering, no shares of preferred stock 

will be outstanding, and we have no present plan to issue any shares of preferred stock. 
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Warrants 

  

As of                   , 2021, warrants to purchase up to              shares of our common stock were issued and outstanding, 

including the following: (i) a warrant to purchase 750,000 shares of common stock at an exercise price of $3.00 per 

share (subject to certain anti-dilution provisions), which may be exercised at any time on or prior to January 1, 2022; 

(ii) warrants to purchase an aggregate of 838,040 shares of common stock at an exercise price of $3.30 per share, 

which may be exercised at any time on or prior to October 15, 2022; (iii) warrants to purchase an aggregate of 14,375 

shares of common stock at an exercise price of $12.00 per share (subject to certain anti-dilution provisions), which 

may be exercised at any time on or prior to December 31, 2023; (iv) warrants to purchase an aggregate of 37,502 

shares of common stock at an exercise price of $12.00 per share (subject to certain anti-dilution provisions), which 

may be exercised at any time on or prior to October 26, 2024; (v) warrants to purchase an aggregate of 3,750 shares 

of common stock at an exercise price of $12.00 per share (subject to certain anti-dilution provisions), which may be 

exercised at any time on or prior to October 26, 2024; and (vi) warrants to purchase an aggregate of 231,624 shares 

of common stock at an exercise price of $12.00 per share (subject to certain anti-dilution provisions), which may be 

exercised at any time on or prior to June 30, 2024 and August 31, 2024. Of these warrants,           contain certain 

piggyback registration rights. 

  

Equity Awards 

  

As of                ,                 , options to purchase               shares of our common stock were outstanding, 

including             options issued pursuant to our Incentive Plans and                 options issued outside of such plans, of 

which were vested and exercisable as of that date. The Company’s form of option award under its Incentive Plans 

provides that, if requested by the Company in connection with a public offering of common stock or other securities, 

the option holders agree not to sell, offer for sale or otherwise dispose of the shares issuable under the option for a 

period of time to be determined by the board of directors; provided, however, that at least a majority of the Company’s 

directors and officers who hold options, shares of common stock or such other securities of the Company at such time 

are similarly bound. 

  

Registration Rights 

  

As of                ,              , the holders of up to approximately                shares of common stock and warrants to 

purchase                 shares of common stock are entitled to certain “piggyback” registration rights. In connection with 

this offering, we expect that the holders of all shares and warrants to purchase shares of common stock entitled to such 

rights in connection with this offering will waive their rights to notice of this offering and to include their shares of 

registrable securities in this offering. Subject to certain exceptions, if we register any of our securities either for our 

own account or for the account of other security holders, the holders of these shares and warrants are entitled to include 

their shares in the registration. For the shares held by Bridge Line Ventures, such exceptions include registration 

statements for an initial public offering. Subject to certain exceptions, we and the underwriters may limit the number 

of shares included in the underwritten offering if the underwriters believe that including these shares would adversely 

affect the offering. 

  

Antidilution Provisions 

  

Approximately              shares of outstanding common stock and                  shares of common stock issuable upon 

exercise of outstanding warrants are subject to a form of antidilution protection provisions that may be triggered by 

the issuance of common stock at a price below the purchase price of the common stock or the exercise price of the 

warrants in effect, or the issuance of warrants, options, rights or convertible securities that have an exercise price or 

conversion price less than the purchase price or exercise price, as applicable, other than for certain previously 

outstanding securities and certain exempt issuances or securities (as described in the relevant agreement). For the 

shares of common stock with antidilution protections, the investors may be eligible to receive additional shares of 

common stock. For the warrants with antidilution protections, the exercise price of such warrants may be adjusted. 
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Standstill 

  

In connection with the Bridge Line SPAs, Bridge Line Ventures agreed to a standstill provision, pursuant to which 

Bridge Line Ventures, its controlled affiliates and its affiliates or representatives acting on Bridge Line Ventures’ 

behalf, will not, unless agreed to in writing by the Company, during the first three years following the effective date 

of the Bridge Line SPAs, in any manner, directly or indirectly: (a) effect or seek, offer or propose (whether publicly 

or otherwise) to effect, or announce any intention to effect or cause or participate in or in any way assist, facilitate or 

encourage any other person to effect or seek, offer or propose (whether publicly or otherwise) to effect or participate 

in, (i) any acquisition of any voting or debt securities (or beneficial ownership thereof), or rights or options to acquire 

any voting or debt securities (or beneficial ownership thereof), or any assets, indebtedness or businesses of the 

Company or any of its subsidiaries or affiliates, (ii) any tender or exchange offer, merger or other business combination 

involving the Company, any of the subsidiaries or affiliates or assets of the Company or the subsidiaries or affiliates 

constituting a significant portion of the consolidated assets of the Company and its subsidiaries or affiliates, (iii) any 

recapitalization, restructuring, liquidation, dissolution or other extraordinary transaction with respect to the Company 

or any of its subsidiaries or affiliates, or (iv) any “solicitation” of “proxies” (as such terms are used in the proxy rules 

of the SEC) or consents to vote any voting securities of the Company or any of its affiliates; (b) form, join or in any 

way participate in a “group” (as defined under the Exchange Act) with respect to the Company or otherwise act in 

concert with any person in respect of any such securities referenced in subsection (a) above; (c) otherwise act, alone 

or in concert with others, to seek representation on or to control or influence the management, board of directors or 

policies of the Company or to obtain representation on the board of directors of the Company; (d) take any action 

which would or would reasonably be expected to force the Company to make a public announcement regarding any 

of the types of matters set forth in (a) above; (e) enter into any discussions or arrangements with any third party with 

respect to any of the foregoing; or (f) request or cause to be requested (in any manner that would reasonably be likely 

to cause the Company to disclose publicly) that the Company or any of its representatives, directly or indirectly, amend 

or waive any provision of this standstill. 

  

Anti-Takeover Provisions  

  

Certain provisions of Florida law, our articles of incorporation and our bylaws, summarized below, may have the 

effect of delaying, deferring or discouraging another person from acquiring control of us. It is possible that these 

provisions could make it more difficult to accomplish or could deter transactions that stockholders may otherwise 

consider to be in their best interest or in our best interests, including transactions that might result in a premium over 

the market price for our shares. 

  

Florida Law 

  

As a Florida corporation, the Company is subject to certain anti-takeover provisions that apply to public corporations 

under the FBCA. Pursuant to Section 607.0901 of the FBCA, a publicly held Florida corporation may not engage in 

a broad range of business combinations or other extraordinary corporate transactions with an interested stockholder 

for a period of three years following the time that such stockholder became an interested stockholder, unless: 

  

  ● prior to the time that such stockholder became an interested stockholder, the board of directors approved 

either the affiliated transaction or the transaction that resulted in the stockholder becoming an interested 

stockholder;  

      

  ● upon consummation of such a business combination or extraordinary corporate transaction that resulted in 

the subject stockholder becoming an interested stockholder, such stockholder owned at least 85% of the 

outstanding voting shares of the corporation at the time such transaction commenced, exclusive of shares 

owned by directors, officers and certain employee stock plans; or 

      



  ● at or subsequent to the time the subject stockholder became an interested stockholder, such business 

combination or other extraordinary corporate transaction is approved by the board of directors and authorized 

by an affirmative vote of the holders of at least two-thirds of the voting shares of the corporation (excluding 

shares held by the interested stockholder) at an annual or special meeting of stockholders, and not by written 

consent. 
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Notwithstanding the above, the voting requirements set forth above do not apply to a particular affiliated transaction 

if one or more conditions are met, including, but not limited to, the following: the affiliated transaction has been 

approved by a majority of the disinterested directors of the corporation; the corporation has not had more than 300 

stockholders of record at any time during the three years preceding the announcement date; the interested stockholder 

has been the beneficial owner of at least 80% of the corporation’s outstanding voting shares for at least three years 

preceding the announcement date; or the consideration to be paid to the holders of each class or series of voting shares 

in the affiliated transaction meets certain minimum conditions. 

  

An interested stockholder is generally defined as a person who, together with affiliates and associates, beneficially 

owns more than 15% of a corporation’s outstanding voting shares. The Company has not made an election in the 

articles of incorporation to opt out of Section 607.0901. 

  

In addition, Section 607.0902 of the FBCA contains certain prohibitions relating to “control share acquisitions.” Our 

articles of incorporation include a provision that opts us out of the “control share acquisition” statute under the FBCA. 

  

Articles of Incorporation and Bylaws 

  

As described above, our articles of incorporation provide that our board of directors may issue preferred stock with 

such designation, rights and preferences as may be determined from time to time by our board. Our preferred stock 

could be issued quickly and utilized, under certain circumstances, as a method of discouraging, delaying or preventing 

a change in control of the Company or could make removal of management more difficult. A majority vote of the 

stockholders is required to remove directors from office; a majority of the board of directors may only remove a 

director for cause. Our bylaws provide that a special meeting of stockholders may be called only by the order of the 

chairman of the board of directors or upon the written request of stockholders owning at least a majority of the 

outstanding common stock. 

  

Stock Exchange Listing  

  

We intend to apply to list our common stock on Nasdaq under the proposed trading symbol “                          .” 

  

Transfer Agent 

  

The transfer agent and registrar for our common stock is Pacific Stock Transfer. The transfer agent and registrar’s 

address is 6725 Via Austi Parkway, Suite 300, Las Vegas, Nevada 89119. 
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SHARES ELIGIBLE FOR FUTURE SALE 

  

In connection with this offering, we intend to apply to list our common stock on Nasdaq. No assurance can be given 

that our application will be approved. Future sales of our common stock in the public market, or the availability of 

such shares for sale in the public market, could adversely affect market prices prevailing from time to time. Only a 



limited number of shares will be available for sale shortly after this offering due to contractual and legal restrictions 

on resale. Nevertheless, sales of our common stock in the public market after such restrictions lapse, or the perception 

that those sales may occur, could adversely affect the prevailing market price at such time and our ability to raise 

equity capital in the future. 

  

Based on the number of shares outstanding as of                 , 2021, upon the completion of this offering,               shares 

of our common stock will be outstanding, assuming the issuance of                shares offered by us in this offering and 

the completion of the Preferred Stock Conversion in connection with the closing of this offering, no exercise of the 

underwriters’ option to purchase additional shares and no exercise of outstanding warrants, convertible notes or stock 

options. Of the outstanding shares, all of the shares sold in this offering will be freely tradable, except that any shares 

held by our affiliates, as that term is defined in Rule 144 under the Securities Act of 1933, as amended (the “Securities 

Act”), may only be sold in compliance with the limitations described below. All remaining shares of common stock 

held by existing stockholders immediately prior to the completion of this offering will be “restricted securities” as 

such term is defined in Rule 144 under the Securities Act. Restricted securities are eligible for public sale only if 

registered under the Securities Act or if they qualify for an exemption from registration under the Securities Act, 

including the exemptions provided by Rule 144 or Rule 701, summarized below. 

  

Rule 144  

  

In general, a person who has beneficially owned restricted stock for at least six months would be entitled to sell their 

securities, provided that (i) such person is not deemed to have been one of our affiliates at the time of, or at any time 

during the 90 days preceding, a sale and (ii) we are subject to the Exchange Act periodic reporting requirements for 

at least 90 days before the sale. Persons who have beneficially owned restricted shares for at least six months but who 

are our affiliates at the time of, or any time during the 90 days preceding, a sale would be subject to additional 

restrictions, by which such person would be entitled to sell within any three-month period only a number of securities 

that does not exceed the greater of either of the following: 

  

  ● 1% of the number of shares then outstanding, which will equal approximately                shares immediately 

after this offering, assuming no exercise of the underwriters’ option to purchase additional shares; or  

      

  ● the average weekly trading volume of our common stock on Nasdaq during the four calendar weeks preceding 

the filing of a notice on Form 144 with respect to the sale;  

  

provided, in each case, that we are subject to the Exchange Act periodic reporting requirements for at least 90 days 

before the sale. Such sales both by affiliates and by non-affiliates must also comply with the manner of sale, current 

public information and notice provisions of Rule 144. 

  

Rule 701  

  

Rule 701 under the Securities Act, as in effect on the date of this prospectus, permits resales of shares in reliance upon 

Rule 144 but without compliance with certain restrictions of Rule 144, including the holding period requirement. Most 

of our employees, executive officers or directors who purchased shares under a written compensatory plan or contract 

may be entitled to rely on the resale provisions of Rule 701, but all holders of Rule 701 shares are required to wait 

until 90 days after the date of this prospectus before selling their shares. 

  

However, many Rule 701 shares are subject to lock-up agreements as described below and under “Underwriting” 

included elsewhere in this prospectus and will become eligible for sale upon the expiration of the restrictions set forth 

in those agreements. 
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Lock-up Agreements  

  



We, our directors and executive officers and certain of our stockholders have signed lock-up agreements that prevent 

us and them from selling any of our common stock or any securities convertible into or exercisable or exchangeable 

for common stock for a period of not less than 180 days from the date of this prospectus without the prior written 

consent of the underwriters, subject to certain exceptions. The underwriters may waive these restrictions with respect 

to some or all of the subject securities in their sole discretion. See “Underwriting” appearing elsewhere in this 

prospectus for more information. 

  

Rule 10b5-1 Trading Plans  

  

Following the completion of this offering, certain of our officers, directors and significant stockholders may adopt 

written plans, known as Rule 10b5-1 trading plans, in which they will contract with a broker to buy or sell shares of 

our common stock on a periodic basis to diversify their assets and investments. Under these 10b5-1 trading plans, a 

broker may execute trades pursuant to parameters established by the officer, director or stockholder when entering 

into the plan, without further direction from such officer, director or stockholder. Such sales would not commence 

until the expiration of the applicable lock-up agreements entered into by such officer, director or stockholder in 

connection with this offering. 

  

Registration Rights  

  

Certain holders of our securities are entitled to various rights with respect to registration of their shares under the 

Securities Act. Registration of these shares under the Securities Act would result in these shares becoming fully 

tradable without restriction under the Securities Act immediately upon the effectiveness of the registration. See 

“Description of Capital Stock—Registration Rights” appearing elsewhere in this prospectus for more information. 

  

Equity Incentive Plans  

  

We intend to file one or more registration statements on Form S-8 under the Securities Act to register our shares issued 

or reserved for issuance under our Incentive Plans. The first such registration statement is expected to be filed soon 

after the date of this prospectus and will automatically become effective upon filing with the SEC. Accordingly, shares 

registered under such registration statement will be available for sale in the open market, unless such shares are subject 

to vesting restrictions with us or the lock-up restrictions described above. 

  

101 

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  

MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS FOR NON-U.S. HOLDERS OF 

COMMON STOCK 

  

The following discussion is a summary of certain material U.S. federal income tax considerations applicable to non-

U.S. holders (as defined below) with respect to their ownership and disposition of shares of our common stock issued 

pursuant to this offering. For purposes of this discussion, a non-U.S. holder means a beneficial owner of our common 

stock that is for U.S. federal income tax purposes: 

  

  ● a non-resident alien individual; 

      

  ● a foreign corporation or any other foreign organization taxable as a corporation for U.S. federal income tax 

purposes; or 

      

  ● a foreign estate or trust, the income of which is not subject to U.S. federal income tax on a net income basis. 

  

This discussion does not address the tax treatment of partnerships or other entities that are pass-through entities for 

U.S. federal income tax purposes or persons that hold their common stock through partnerships or other pass-through 

entities. A partner in a partnership or other pass-through entity that will hold our common stock should consult his, 



her or its tax advisor regarding the tax consequences of acquiring, holding and disposing of our common stock through 

a partnership or other pass-through entity, as applicable. 

  

This discussion is based on current provisions of the U.S. Internal Revenue Code of 1986, as amended, which we refer 

to as the Code, existing and proposed U.S. Treasury Regulations promulgated thereunder, current administrative 

rulings and judicial decisions, all as in effect as of the date of this prospectus and all of which are subject to change or 

to differing interpretation, possibly with retroactive effect. Any such change or differing interpretation could alter the 

tax consequences to non-U.S. holders described in this prospectus. There can be no assurance that the Internal Revenue 

Service, which we refer to as the IRS, will not challenge one or more of the tax consequences described herein. We 

assume in this discussion that a non-U.S. holder holds shares of our common stock as a capital asset within the meaning 

of Section 1221 of the Code, which is generally property held for investment. 

  

This discussion does not address all aspects of U.S. federal income taxation that may be relevant to a particular non-

U.S. holder in light of that non-U.S. holder’s individual circumstances nor does it address any U.S. state, local or non-

U.S. taxes, the alternative minimum tax, the Medicare tax on net investment income, the rules regarding qualified 

small business stock within the meaning of Section 1202 of the Code, or any other aspect of any U.S. federal tax other 

than the income tax. This discussion also does not consider any specific facts or circumstances that may apply to a 

non-U.S. holder and does not address the special tax rules applicable to particular non-U.S. holders, such as: 

  

  ● insurance companies; 

      

  ● tax-exempt or governmental organizations; 

      

  ● financial institutions; 

      

  ● brokers, dealers, or traders in securities; 

      

  ● regulated investment companies; 

      

  ● tax-qualified retirement plans; 

      

  ● pension plans; 

      

  ● “controlled foreign corporations,” “passive foreign investment companies” and corporations that accumulate 

earnings to avoid U.S. federal income tax; 
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  ● “qualified foreign pension funds,” or entities wholly owned by a “qualified foreign pension fund”; 

      

  ● persons deemed to sell our common stock under the constructive sale provisions of the Code; 

      

  ● persons who hold or receive our common stock pursuant to the exercise of any employee stock option or 

otherwise as compensation; 

      

  ● persons who hold or receive our common stock pursuant to the exercise of a warrant; 

      

  ● persons who hold or receive our common stock pursuant to a conversion transaction (including conversions 

of notes, warrants or preferred stock to our common stock); 

      

  ● persons who hold or receive our common stock pursuant to an exchange for notes, warrants or preferred 

stock;  

      



  ● persons that hold our common stock as part of a straddle, hedge, conversion transaction, synthetic security 

or other integrated investment; and 

      

  ● certain U.S. expatriates and former citizens or long-term residents of the United States. 

  

This discussion is for general information only and is not tax advice. Accordingly, all prospective non-U.S. holders 

of our common stock should consult their tax advisors with respect to the U.S. federal, state, local and non-U.S. tax 

consequences of the purchase, ownership and disposition of our common stock. 

  

Distributions on Our Common Stock 

  

As described in the section entitled “Dividend Policy,” we do not anticipate declaring or paying dividends to holders 

of our common stock in the foreseeable future. Distributions, if any, on our common stock will constitute dividends 

for U.S. federal income tax purposes to the extent paid from our current or accumulated earnings and profits, as 

determined under U.S. federal income tax principles. If a distribution exceeds our current and accumulated earnings 

and profits, the excess will be treated as a tax-free return of the non-U.S. holder’s investment, up to such holder’s tax 

basis in the common stock. Any remaining excess will be treated as capital gain, subject to the tax treatment described 

below in “Gain on Sale or Other Taxable Disposition of Our Common Stock.” Any such distributions will also be 

subject to the discussions below under the sections titled “Backup Withholding and Information Reporting” and 

“Withholding and Information Reporting Requirements — FATCA.” 

  

Subject to the discussion in the following two paragraphs in this section, dividends paid to a non-U.S. holder generally 

will be subject to withholding of U.S. federal income tax at a 30% rate or such lower rate as may be specified by an 

applicable income tax treaty between the United States and such holder’s country of residence. 

  

Dividends that are treated as effectively connected with a trade or business conducted by a non-U.S. holder within the 

United States and, if an applicable income tax treaty so provides, that are attributable to a permanent establishment or 

a fixed base maintained by the non-U.S. holder within the United States, are generally exempt from the 30% 

withholding tax if the non-U.S. holder satisfies applicable certification and disclosure requirements. However, such 

U.S. effectively connected income, net of specified deductions and credits, is taxed at the same regular U.S. federal 

income tax rates applicable to United States persons (as defined in the Code). Any U.S. effectively connected income 

received by a non-U.S. holder that is a corporation may also, under certain circumstances, be subject to an additional 

“branch profits tax” at a 30% rate or such lower rate as may be specified by an applicable income tax treaty between 

the United States and such holder’s country of residence. 

  

A non-U.S. holder of our common stock who claims the benefit of an applicable income tax treaty between the United 

States and such holder’s country of residence generally will be required to provide a properly executed IRS Form W-

8BEN or W-8BEN-E (or successor form) to the applicable withholding agent and satisfy applicable certification and 

other requirements. Non-U.S. holders are urged to consult their tax advisors regarding their entitlement to benefits 

under a relevant income tax treaty. A non-U.S. holder that is eligible for such lower rate of U.S. withholding tax as 

may be specified under an income tax treaty may obtain a refund or credit of any excess amounts withheld by timely 

filing a U.S. tax return with the IRS. 
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Gain on Sale or Other Taxable Disposition of Our Common Stock 

  

Subject to the discussions below under “Backup Withholding and Information Reporting” and “Withholding and 

Information Reporting Requirements — FATCA,” a non-U.S. holder generally will not be subject to any U.S. federal 

income or withholding tax on any gain realized upon such holder’s sale or other taxable disposition of shares of our 

common stock unless: 

  



  ● the gain is effectively connected with the non-U.S. holder’s conduct of a U.S. trade or business and, if an 

applicable income tax treaty so provides, is attributable to a permanent establishment or a fixed-base 

maintained by such non-U.S. holder in the United States, in which case the non-U.S. holder generally will be 

taxed on a net income basis at the regular U.S. federal income tax rates applicable to United States persons 

(as defined in the Code) and, if the non-U.S. holder is a foreign corporation, the branch profits tax described 

above in “Distributions on Our Common Stock” also may apply; 

      

  ● the non-U.S. holder is a nonresident alien individual who is present in the United States for a period or periods 

aggregating 183 days or more in the taxable year of the disposition and certain other conditions are met, in 

which case the non-U.S. holder will be subject to a 30% tax (or such lower rate as may be specified by an 

applicable income tax treaty between the United States and such holder’s country of residence) on the net 

gain derived from the disposition, which may be offset by certain U.S. source capital losses (if any) of the 

non-U.S. holder (provided that the non-U.S. holder has timely filed U.S. federal income tax returns with 

respect to such losses), even though the individual is not considered a resident of the United States; or 

      

  ● we are, or have been, at any time during the five-year period preceding such sale or other taxable disposition 

(or the non-U.S. holder’s holding period, if shorter) a “U.S. real property holding corporation,” unless our 

common stock is regularly traded on an established securities market and the non-U.S. holder holds no more 

than 5% of our outstanding common stock, directly or indirectly, actually or constructively, during the shorter 

of the 5-year period ending on the date of the disposition or the period that the non-U.S. holder held our 

common stock. Generally, a corporation is a U.S. real property holding corporation only if the fair market 

value of its U.S. real property interests equals or exceeds 50% of the sum of the fair market value of its 

worldwide real property interests plus its other assets used or held for use in a trade or business. Although 

there can be no assurance, we do not believe that we are, or have been, a U.S. real property holding 

corporation, or that we are likely to become one in the future. No assurance can be provided that our common 

stock will be regularly traded on an established securities market for purposes of the rules described above. 

  

Backup Withholding and Information Reporting 

  

We must report annually to the IRS and to each non-U.S. holder the gross amount of the distributions on our common 

stock paid to such holder and the tax withheld, if any, with respect to such distributions. Non-U.S. holders may have 

to comply with specific certification procedures to establish that the holder is not a United States person (as defined 

in the Code) in order to avoid backup withholding at the applicable rate with respect to dividends on our common 

stock. Dividends paid to non-U.S. holders subject to withholding of U.S. federal income tax, as described above in 

“Distributions on Our Common Stock,” generally will be exempt from U.S. backup withholding. 

  

Information reporting and backup withholding will generally apply to the proceeds of a disposition of our common 

stock by a non-U.S. holder effected by or through the U.S. office of any broker, U.S. or foreign, unless the holder 

certifies its status as a non-U.S. holder and satisfies certain other requirements, or otherwise establishes an exemption. 

Generally, information reporting and backup withholding will not apply to a payment of disposition proceeds to a 

non-U.S. holder where the transaction is effected outside the United States through a non-U.S. office of a broker. 

However, for information reporting purposes, dispositions effected through a non-U.S. office of a broker with 

substantial U.S. ownership or operations generally will be treated in a manner similar to dispositions effected through 

a U.S. office of a broker. 
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Non-U.S. holders should consult their tax advisors regarding the application of the information reporting and backup 

withholding rules to them. Copies of information returns may be made available to the tax authorities of the country 

in which the non-U.S. holder resides or is incorporated under the provisions of a specific treaty or agreement. Backup 

withholding is not an additional tax. Any amounts withheld under the backup withholding rules from a payment to a 

non-U.S. holder can be refunded or credited against the non-U.S. holder’s U.S. federal income tax liability, if any, 

provided that an appropriate claim is filed with the IRS in a timely manner. 



  

Withholding and Information Reporting Requirements — FATCA 

  

Provisions of the Code commonly referred to as the Foreign Account Tax Compliance Act, or FATCA, generally 

impose a U.S. federal withholding tax at a rate of 30% on payments of dividends on our common stock paid to a 

foreign entity unless (i) if the foreign entity is a “foreign financial institution,” such foreign entity undertakes certain 

due diligence, reporting, withholding, and certification obligations, (ii) if the foreign entity is not a “foreign financial 

institution,” such foreign entity identifies certain of its U.S. investors, if any, or (iii) the foreign entity is otherwise 

exempt under FATCA. Such withholding may also apply to payments of proceeds of sales or other dispositions of our 

common stock, although under proposed regulations (the preamble to which specifies that taxpayers are permitted to 

rely on them pending finalization), no withholding will apply to payments of gross proceeds. Under certain 

circumstances, a non-U.S. holder may be eligible for refunds or credits of this withholding tax. An intergovernmental 

agreement between the United States and an applicable foreign country may modify the requirements described in this 

paragraph. Non-U.S. holders should consult their tax advisors regarding the possible implications of FATCA on their 

investment in our common stock and the entities through which they hold our common stock, including, without 

limitation, the process and deadlines for meeting the applicable requirements to prevent the imposition of the 30% 

withholding tax under FATCA. 
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UNDERWRITING 

  

In connection with this offering, we will enter into an underwriting agreement with The Benchmark Company as 

representative for the underwriters in this offering. Each underwriter named below has severally agreed to purchase 

from us, on a firm commitment basis, the number of shares of our common stock set forth opposite its name below, 

at the public offering price, less the underwriting discount set forth on the cover page of this prospectus. 

  

Underwriter   

Number of 

Shares   

The Benchmark Company, LLC               

         

         

Total        

  

The underwriters are committed to purchase all of the shares offered by us other than those covered by the option to 

purchase additional securities described below, if they purchase any such securities. The obligations of the 

underwriters may be terminated upon the occurrence of certain events specified in the underwriting agreement. 

Furthermore, pursuant to the underwriting agreement, the underwriters’ obligations are subject to customary 

conditions, representations and warranties contained in the underwriting agreement, such as receipt by the 

underwriters of officers’ certificates and legal opinions. 

  

The Company has agreed to indemnify the underwriters against specified liabilities, including liabilities under the 

Securities Act, and to contribute to payments the underwriters may be required to make in respect thereof. 

  

The underwriters are offering the shares, subject to prior sale, when, as and if issued to and accepted by them, subject 

to approval of legal matters by their counsel and other conditions specified in the underwriting agreement. The 

underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject orders in whole or in 

part. 

  

Over-allotment Option 

  



The Company has granted the underwriters an over-allotment option. This option, which is exercisable for up to 45 

days after the date of this prospectus, permits the underwriters to purchase a maximum of                additional shares 

(15% of the shares sold in this offering) from us to cover over-allotments, if any. If the underwriters exercise all or 

part of this option, they will purchase shares covered by the option at the public offering price per share that appears 

on the cover page of this prospectus, less the underwriting discount. If this option is exercised in full, the total offering 

price to the public will be $              and the total net proceeds to us will be $                 . 

  

Discount 

  

The following table shows the public offering price, underwriting discount and proceeds, before expenses, to us. The 

information assumes either no exercise or full exercise by the underwriters of their over-allotment option. 

  

    

Per 

Share     

Total 

Without 

Over- 

Allotment 

Option     

Total 

With 

Over 

Allotment 

Option   

Public offering price   $              $                    $               

Underwriting discount (7.5%)   $      $      $    

Proceeds, before expenses, to us   $      $      $    

  

The underwriters propose to offer the shares offered by us to the public at the public offering price per share set forth 

on the cover of this prospectus. In addition, the underwriters may offer some of the shares to other securities dealers 

at such price less a concession of $              per share. If all of the shares offered by us are not sold at the public offering 

price per share, the underwriters may change the offering price per share and other selling terms by means of a 

supplement to this prospectus. 
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The Company will pay the out-of-pocket accountable expenses of the underwriters in connection with this offering. 

The underwriting agreement, however, provides that in the event the offering is terminated, any advance expense 

deposits paid to the underwriters will be returned to the extent that offering expenses are not actually incurred in 

accordance with Financial Industry Regulatory Authority (“FINRA”) Rule 5110(f)(2)(C). 

  

The Company has agreed to pay the underwriters’ non-accountable expenses allowance equal to 1.0% of the aggregate 

gross proceeds of this offering. The Company has also agreed to pay for a certain amount of the underwriter’s 

accountable expenses including actual accountable road show expenses for the offering; prospectus tracking and 

compliance software for the offering; the reasonable and documented fees and disbursements of the underwriter’s 

counsel up to an amount of $100,000; background checks of the Company’s officers and directors; and preparation of 

bound volumes and cube mementos in such quantities as the underwriter may reasonably request; provided that these 

actual accountable expenses of the underwriter shall not exceed $125,000 in the aggregate, including the fees and 

disbursements of the underwriter’s counsel. 

  

The Company estimates that the total expenses of the offering payable by us, excluding underwriting discounts and 

commissions, will be approximately $                      . 

  

Discretionary Accounts 

  

The underwriters do not intend to confirm sales of the securities offered hereby to any accounts over which they have 

discretionary authority. 

  

Lock-Up Agreements 

  



Pursuant to certain “lock-up” agreements, the Company, its executive officers, directors and certain holders of the 

Company’s common stock and securities exercisable for or convertible into its common stock outstanding 

immediately upon the closing of this offering, have agreed, subject to certain exceptions, not to offer, sell, assign, 

transfer, pledge, contract to sell, or otherwise dispose of or announce the intention to otherwise dispose of, or enter 

into any swap, hedge or similar agreement or arrangement that transfers, in whole or in part, the economic risk of 

ownership of, directly or indirectly, engage in any short selling of any common stock or securities convertible into or 

exchangeable or exercisable for any common stock, whether currently owned or subsequently acquired, without the 

prior written consent of the underwriters, for a period of six (6) months from the date of effectiveness of the offering. 

  

Underwriter Warrants 

  

The Company has agreed to issue to the underwriters warrants to purchase up to a total of 7.5% of the shares of 

common stock sold in this offering (excluding the shares sold through the exercise of the over-allotment option). The 

warrants are exercisable at $              per share (110% of the public offering price of the common stock in this offering) 

commencing on a date which is six (6) months from the effective date of the offering under this prospectus and 

expiring on a date which is no more than five (5) years from the effective date of the offering in compliance with 

FINRA Rule 5110(f)(2)(G). The warrants have been deemed compensation by FINRA and are therefore subject to a 

6-month lock-up pursuant to Rule 5110(g)(1) of FINRA. The underwriters (or their permitted assignees under the 

Rule) will not sell, transfer, assign, pledge, or hypothecate these warrants or the securities underlying these warrants, 

nor will they engage in any hedging, short sale, derivative, put, or call transaction that would result in the effective 

economic disposition of the warrants or the underlying securities for a period of six (6) months from effectiveness. 

The warrants may be exercised as to all, or a lesser number of shares of common stock, and will provide for cashless 

exercise and will contain provisions for one demand registration of the sale of the underlying shares of common stock 

and unlimited “piggyback” registration rights, both for a period of no greater than five (5) years from the effective  

date of the offering in compliance with FINRA Rule 5110(f)(2)(G)(iv). The Company will bear all fees and expenses 

attendant to registering the securities issuable on exercise of the warrants other than underwriting commissions 

incurred and payable by the holders. The exercise price and number of shares issuable upon exercise of the warrants 

may be adjusted in certain circumstances including in the event of a stock dividend, extraordinary cash dividend or 

the Company’s recapitalization, reorganization, merger or consolidation. However, the warrant exercise price or 

underlying shares will not be adjusted for issuances of shares of common stock at a price below the warrant exercise 

price. 

  

107 

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  

Right of First Refusal 

  

We have granted The Benchmark Company a right of first refusal, for a period of twelve (12) months from the closing 

of this offering, to act as lead managing underwriter and book runner or minimally as co-lead manager and co-book 

runner and/or lead or co-lead placement agent at The Benchmark Company’s discretion, for each and every future 

public and private equity or debt (excluding commercial bank debt) offering, including all equity linked financings, 

during such twelve (12) month period, of the Company, or any successor to or subsidiary of the Company. 

  

[Determination of offering price 

  

The public offering price of the securities we are offering was negotiated between us and the underwriters. Factors 

considered in determining the public offering price of the shares include the history and prospects of the Company, 

the stage of development of our business, our business plans for the future and the extent to which they have been 

implemented, an assessment of our management, general conditions of the securities markets at the time of the offering 

and such other factors as were deemed relevant.] 

  

Electronic Offer, Sale and Distribution of Shares 

  



A prospectus in electronic format may be made available on the websites maintained by the underwriters, if any, 

participating in this offering and the underwriters participating in this offering may distribute prospectuses 

electronically. The underwriters may agree to allocate a number of shares for sale to its online brokerage account 

holders. Internet distributions will be allocated by the underwriters that will make internet distributions on the same 

basis as other allocations. Other than the prospectus in electronic format, the information on these websites is not part 

of, nor incorporated by reference into, this prospectus or the registration statement of which this prospectus forms a 

part, has not been approved or endorsed by us or the underwriters in their capacity as underwriters, and should not be 

relied upon by investors. 

  

Stabilization 

  

In connection with this offering, the underwriters may engage in stabilizing transactions, over-allotment transactions, 

syndicate-covering transactions, penalty bids and purchases to cover positions created by short sales. 

  

  ● Stabilizing transactions permit bids to purchase shares so long as the stabilizing bids do not exceed a specified 

maximum and are engaged in for the purpose of preventing or retarding a decline in the market price of the 

shares while the offering is in progress. 

      

  ● Over-allotment transactions involve sales by the underwriters of shares in excess of the number of shares the 

underwriters are obligated to purchase. This creates a syndicate short position which may be either a covered 

short position or a naked short position. In a covered short position, the number of shares over-allotted by 

the underwriters is not greater than the number of shares that they may purchase in the over-allotment option. 

In a naked short position, the number of shares involved is greater than the number of shares in the over-

allotment option. The underwriters may close out any short position by exercising their over-allotment option 

and/or purchasing shares in the open market. 

      

  ● Syndicate covering transactions involve purchases of shares in the open market after the distribution has been 

completed in order to cover syndicate short positions. In determining the source of shares to close out the 

short position, the underwriters will consider, among other things, the price of shares available for purchase 

in the open market as compared with the price at which they may purchase shares through exercise of the 

over- allotment option. If the underwriters sell more shares than could be covered by exercise of the over-

allotment option and, therefore, have a naked short position, the position can be closed out only by buying 

shares in the open market. A naked short position is more likely to be created if the underwriters are concerned 

that after pricing there could be downward pressure on the price of the shares in the open market that could 

adversely affect investors who purchase in the offering. 

      

  ● Penalty bids permits the underwriters to reclaim a selling concession from a syndicate member when the 

shares originally sold by that syndicate member are purchased in stabilizing or syndicate covering 

transactions to cover syndicate short positions. 
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These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or 

maintaining the market price of the Company’s shares of common stock or preventing or retarding a decline in the 

market price of its shares of common stock. As a result, the price of the Company’s common stock or warrants in the 

open market may be higher than it would otherwise be in the absence of these transactions. Neither the Company nor 

the underwriters make any representation or prediction as to the effect that the transactions described above may have 

on the price of the Company’s common stock. These transactions may be effected on Nasdaq, in the over-the-counter 

market or otherwise and, if commenced, may be discontinued at any time. 

  

Passive Market Making 

  



In connection with this offering, the underwriters may engage in passive market making transactions in the Company’s 

common stock on Nasdaq in accordance with Rule 103 of Regulation M under the Exchange Act, during a period 

before the commencement of offers or sales of the shares and extending through the completion of the distribution. A 

passive market maker must display its bid at a price not in excess of the highest independent bid of that security. 

However, if all independent bids are lowered below the passive market maker’s bid, then that bid must then be lowered 

when specified purchase limits are exceeded. 

  

Affiliations 

  

The underwriters and their respective affiliates are full service financial institutions engaged in various activities, 

which may include securities trading, commercial and investment banking, financial advisory, investment 

management, investment research, principal investment, hedging, financing and brokerage activities. The underwriters 

and their affiliates may from time to time in the future engage with us and perform services for us or in the ordinary 

course of their business for which they will receive customary fees and expenses. In the ordinary course of their 

various business activities, the underwriters and their respective affiliates may make or hold a broad array of 

investments and actively trade debt and equity securities (or related derivative securities) and financial instruments 

(including bank loans) for their own account and for the accounts of their customers, and such investment and 

securities activities may involve securities and/or instruments of us. The underwriters and their respective affiliates 

may also make investment recommendations and/or publish or express independent research views in respect of these 

securities or instruments and may at any time hold, or recommend to clients that they acquire, long and/or short 

positions in these securities and instruments. 

  

Indemnification 

  

We have agreed to indemnify the several underwriters against certain liabilities, including certain liabilities under the 

Securities Act. If we are unable to provide this indemnification, we have agreed to contribute to payments the 

underwriters may be required to make in respect of those liabilities. 

  

Electronic Distribution 

  

A prospectus in electronic format may be made available on the internet sites or through other online services 

maintained by one or more of the underwriters participating in this offering, or by their affiliates. In those cases, 

prospective investors may view offering terms online and, depending upon the particular underwriter, prospective 

investors may be allowed to place orders online. The underwriters may agree with us to allocate a specific number of 

shares for sale to online brokerage account holders. Any such allocation for online distributions will be made by the 

underwriters on the same basis as other allocations. Other than the prospectus in electronic format, the information on 

any underwriter’s website and any information contained in any other website maintained by an underwriter is not 

part of the prospectus or the registration statement of which this prospectus forms a part, has not been approved and/or 

endorsed by us or any underwriter in its capacity as underwriter and should not be relied upon by investors. 
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Other Relationships 

  

The underwriters and their respective affiliates may, in the future provide various investment banking, commercial 

banking and other financial services for the Company and its affiliates for which they have received, and may in the 

future receive, customary fees. However, except as disclosed in this prospectus, the Company has no present 

arrangements with the underwriters for any further services. 

  

Offer Restrictions Outside the United States 

  

Other than in the United States, no action has been taken by us or the underwriters that would permit a public offering 

of the securities offered by this prospectus in any jurisdiction where action for that purpose is required. The securities 



offered by this prospectus may not be offered or sold, directly or indirectly, nor may this prospectus or any other 

offering material or advertisements in connection with the offer and sale of any such securities be distributed or 

published in any jurisdiction, except under circumstances that will result in compliance with the applicable rules and 

regulations of that jurisdiction. Persons into whose possession this prospectus comes are advised to inform themselves 

about and to observe any restrictions relating to the offering and the distribution of this prospectus. This prospectus 

does not constitute an offer to sell or a solicitation of an offer to buy any securities offered by this prospectus in any 

jurisdiction in which such an offer or a solicitation is unlawful. 
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LEGAL MATTERS 

  

The validity of the shares of common stock offered by this prospectus will be passed upon for us by Thompson Hine 

LLP. Certain legal matters related to this offering will be passed upon for the underwriters by Sheppard, Mullin, 

Richter & Hampton LLP. 

  

EXPERTS 

  

The financial statements of the Company as of December 31, 2020 and 2019, and for the years then ended, have been 

included herein and in the registration statement in reliance upon the report of M&K CPAS, PLLC, independent 

registered public accounting firm, as stated in their report which is incorporated herein. Such financial statements have 

been incorporated herein in reliance on the report of such firm given upon their authority as experts in accounting and 

auditing. 

  

WHERE YOU CAN FIND MORE INFORMATION 

  

We have filed with the SEC a registration statement on Form S-1 under the Securities Act with respect to the common 

stock we are offering pursuant to this prospectus. This prospectus, which constitutes part of the registration statement, 

does not contain all of the information included in the registration statement. For further information pertaining to us 

and our common stock, you should refer to the registration statement and to its exhibits. Whenever we make reference 

in this prospectus to any of our contracts, agreements or other documents, the references are not necessarily complete, 

and you should refer to the exhibits attached to the registration statement for copies of the actual contract, agreement 

or other document. 

  

Upon the completion of the offering, we will be subject to the informational requirements of the Exchange Act and 

will file annual, quarterly and current reports, proxy statements and other information with the SEC. You can read our 

SEC filings, including the registration statement, at the SEC’s website at www.sec.gov. We also maintain a website 

at www.skyplug.com and, upon completion of the offering, you may access, free of charge, our annual reports on 

Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any amendments to those reports, as 

soon as reasonably practicable after such material is electronically filed with, or furnished to, the SEC. The information 

contained in, or that can be accessed through, our website is not part of, and is not incorporated into, this prospectus. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

  

To the Board of Directors and Stockholders of SQL Technologies Corp. and Subsidiary 

  

Opinion on the Financial Statements 

  

We have audited the accompanying consolidated balance sheets of SQL Technologies Corp. and Subsidiary (the 

Company) as of December 31, 2020 and 2019, and the related consolidated statements of operations and 

comprehensive loss, changes in stockholders’ deficit, and cash flows for each of the years in the two-year period ended 

December 31, 2020, and the related notes (collectively referred to as the financial statements). In our opinion, the 

financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 

2020 and 2019, and the results of its consolidated operations and its cash flows for each of the years in the two-year 

period ended December 31, 2020, in conformity with accounting principles generally accepted in the United States of 

America. 

  

Basis for Opinion 

  

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an 

opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered with 

the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with 

respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of 

the Securities and Exchange Commission and the PCAOB . 

  

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and 

perform the audits to obtain reasonable assurance about whether the financial statements are free of material 

misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, 

an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an understanding 

of internal control over financial reporting, but not for the purpose of expressing an opinion on the effectiveness of 

the Company’s internal control over financial reporting. Accordingly, we express no such opinion. 

  

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, 

whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included 

examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also 

included evaluating the accounting principles used and the significant estimates made by management, as well as 

evaluating the overall presentation of the financial statements. We believe our audits provide a reasonable basis for 

our opinion. 

  

Critical Audit Matters 

  



The critical audit matter communicated below is a matter arising from the current period audit of the financial 

statements that were communicated or required to be communicated to the audit committee and that: (1) relate to 

accounts or disclosures that are material to the financial statements and (2) involved our especially challenging, 

subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion 

on the financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, 

providing separate opinion on the critical audit matters or on the accounts or disclosures to which they relate. 

  

Due to the net loss and negative cash flows from operations for the year, the Company evaluated the need for a going 

concern. 

  

Auditing management’s evaluation of a going concern can be a significant judgment given the fact that the Company 

uses management estimates on future revenues and expenses which are not able to be easily substantiated. 
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To evaluate the appropriateness of the lack of going concern paragraph in our audit opinion, we examined and 

evaluated the financial information that was the initial cause for this consideration along with management’s plans to 

mitigate the going concern. 

  

/s/ M&K CPAS, PLLC 

  

We have served as the Company’s auditor since 2018 

  

Houston, TX 

  

November 12, 2021 
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SQL Technologies Corp. and Subsidiary 

Consolidated Balance Sheets 

(Audited) 

  

    

December 31, 

2020     

December 31, 

2019   

Assets                 

Current assets:                 

Cash and cash equivalents   $ 2,308,871     $ 1,873,737   

Accounts receivable, net     1,543       419,536   

Inventory     918,651       1,244,008   

Prepaid expenses     —       5,630   

Total current assets     3,229,065       3,542,911   

                  

Other assets:                 

Furniture and equipment, net     67,735       126,676   

Patents, net     403,092       340,584   

Right-of-use assets     —       54,112   

Other assets     2,174       18,254   

Total other assets     473,001       539,626   



                  

Total Assets   $ 3,702,066     $ 4,082,537   

                  

Liabilities and Stockholders’ Deficit                 

                  

Current liabilities:                 

Accounts payable   $ 1,008,051     $ 849,584   

Notes payable, current     344,032       —   

Accrued expenses     358,621       —   

Lease liability     —       53,210   

GE royalty obligation     500,000       116,162   

Total current liabilities     2,210,704       1,018,956   

                  

Long term liabilities:                 

Notes payable     5,286,642       5,458,642   

Convertible notes     1,250,000       —   

GE royalty obligation     3,838,000       4,309,345   

Total long-term liabilities     10,374,642       9,767,987   

                  

Total liabilities     12,585,346       10,786,943   

                  

Commitments and Contingent Liabilities:                 

Redeemable preferred stock - subject to redemption: $0 par value; 

20,000,000 shares authorized; 13,456,936 shares issued and 

outstanding at December 31, 2020 and December 31, 2019     3,364,233       3,364,233   

                  

Stockholders’ Deficit:                 

Common stock: $0 par value, 500,000,000 shares authorized; 

64,515,231 and 62,534,072 shares issued and outstanding at 

December 31, 2020 and December 31, 2019, respectively     34,353,592       30,514,076   

Common stock to be issued     8,088,474       6,780,000   

Additional paid-in capital     13,755,891       11,710,444   

Accumulated deficit     (68,410,028 )     (59,037,717 ) 

Total stockholders’ deficit     (12,212,071 )     (10,033,197 ) 

Non-controlling interest     (35,442 )     (35,442 ) 

Total deficit     (12,247,513 )     (10,068,639 ) 

                  

Total Liabilities and Stockholders’ Deficit   $ 3,702,066     $ 4,082,537   

  

The accompanying notes are an integral part of the consolidated financial statements. 
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SQL Technologies Corp. and Subsidiary 

Consolidated Statements of Operations 

(Audited) 

  

    For the Year Ended December 31,   

    2020     2019   

Revenue   $ 258,376     $ 3,809,752   

Cost of Sales     (503,033 )     (3,549,030 ) 



Gross Profit (Loss)     (244,657 )     260,722   

Selling, general and administrative expenses     8,635,011       16,483,480   

Depreciation and amortization     106,309       107,241   

Total operating expenses     8,741,320       16,590,721   

Loss from Operations     (8,985,977 )     (16,329,999 ) 

Other Income / (Expense)                 

Interest expense     (515,515 )     (490,626 ) 

Other income, SBA Loan forgiveness     257,468       —   

Gain on exchange     408       726   

Gain on debt forgiveness (license)     —       49,706   

Interest income     1,511       17,494   

Total other income (expense), net     (256,128 )     (422,700 ) 

                  

Net income (loss) including noncontrolling interest     (9,242,105 )     (16,752,699 ) 

Less net loss attributable to noncontrolling interest     —       —   

Preferred dividends     130,206       130,206   

Net income (loss) attributed to common shareholders   $ (9,372,311 )   $ (16,882,905 ) 

                  

Net Income (Loss) per share - basic and diluted   $ (0.14 )   $ (0.29 ) 

                  

Weighted average number of common shares outstanding during the 

year – basic and diluted     62,880,875       57,964,073   

  

The accompanying notes are an integral part of the consolidated financial statements. 
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SQL Technologies Corp. and Subsidiary 

Consolidated Statements of Stockholders’ Deficit 

(Audited) 

  

    Common Stock, $0 Par Value                           

    

Shares 

(Issued)     

Shares 

(To Be 

Issued)     

To Be 

Issued     Amount     

Additional 

Paid-In 

Capital     

Accumulated 

Deficit     

Noncontrolling 

Interest     

Stockholders’ 

Deficit   

Balance, 

December 

31, 2018     56,117,859       —     $ —     $ 23,628,903     $ 11,407,127     $ (42,154,812 )   $ (35,442 )   $ (7,154,224 ) 

Vested 

unissued 

grants, 

pursuant to 

director 

compensation 

policy     —       1,020,000       3,060,000       —       —       —       —       3,060,000   

Common 

stock issued 

for the 

exercise of 

warrants     2,780,798       —       —       1,136,550       —       —       —       1,136,550   



Common 

stock issued 

for the 

cashless 

exercise of 

warrants     30,000       —       —       —       —       —       —       —   

Common 

stock issued 

per PPM 

2019, net of 

issuance cost     245,834       —       —       2,950,004       —       —       —       2,950,004   

Common 

stock issued 

to joint 

venture 

partner     333,333       —       —       999,999       —       —       —       999,999   

Common 

stock issued 

for services 

rendered     105,000       —       —       315,000       —       —       —       315,000   

Common 

stock issued 

pursuant to 

employment 

agreement     270,000       —       —       810,000       —       —       —       810,000   

Common 

stock issued 

for the 

cashless 

exercise of 

options     231,250       —       —       37,620       —       —       —       37,620   

Vested 

grants, 

pursuant to 

director 

compensation 

policy     212,000       —       —       636,000       —       —       —       636,000   

Placement 

fees paid, 

pursuant to 

issuance of 

common 

stock per 

PPM 2019     —       —       —       —       (119,432 )     —       —       (119,432 ) 

Common 

stock issued 

in exchange 

for debt 

forgiveness, 

related party     —       —       —       —       184,242       —       —       184,242   

Option 

expense, 

pursuant to 

director 

compensation 

policy     —       —       —       —       238,507       —       —       238,507   



Option 

expense, 

pursuant to 

employee 

compensation 

policy     —       1,187,998       3,720,000       —       —       —       —       3,720,000   

Dividends 

paid     —       —       —       —       —       (130,206 )     —       (130,206 ) 

Net loss     —       —       —       —       —       (16,752,699 )     —       (16,752,699 ) 

Balance, 

December 

31, 2019     60,326,074       2,207,998     $ 6,780,000     $ 30,514,076     $ 11,710,444     $ (59,037,717 )   $ (35,442 )   $ (10,068,639 ) 

  

The accompanying notes are an integral part of the consolidated financial statements. 
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SQL Technologies Corp. and Subsidiary 

Consolidated Statements of Stockholders’ Deficit (continued) 

(Audited) 

  

    Common Stock, $0 Par Value                           

    

Shares 

(Issued)     

Shares 

(To Be 

Issued)     

To Be 

Issued     Amount     

Additional 

Paid-In 

Capital     

Accumulated 

Deficit     

Noncontrolling 

Interest     

Stockholders’ 

Deficit   

Balance, 

December 

31, 2019     60,326,074       2,207,998     $ 6,780,000     $ 30,514,076     $ 11,710,444     $ (59,037,717 )   $ (35,442 )   $ (10,068,639 ) 

Common 

stock issued 

per PPM     8,334       10,000       120,000       100,009       (120,000 )     —       —       100,009   

Common 

stock issued 

per exercise 

of warrants     1,012,500       —       —       2,025,000       —       —       —       2,025,000   

Common 

stock issued 

pursuant to 

director 

compensation 

policy     —       156,000       468,000       —       —       —       —       468,000   

Common 

stock issued 

per employee 

agreement     214,000       150,000       450,000       642,000       —       —       —       1,092,000   

Common 

stock issued 

per 

consulting 

agreement     6,834       90,158       270,474       72,508       —       —       —       342,982   

Common 

stock issued     333,333       —       —       999,999       —       —       —       999,999   



to joint 

venture 

partner 

Option 

expense, 

pursuant to 

director 

compensation 

policy     —       —       —       —       2,165,447       —       —       2,165,447   

Option 

expense, 

pursuant to 

employee 

compensation 

policy     —       —       —       —       —       —       —       —   

Dividends 

paid     —       —       —       —       —       (130,206 )     —       (130,206 ) 

Net loss     —       —       —       —       —       (9,242,105 )     —       (9,242,105 ) 

Balance, 

December 

31, 2020     61,901,075       2,614,156     $ 8,088,474     $ 34,353,592     $ 13,755,891     $ (68,410,028 )   $ (35,442 )   $ (12,247,513 ) 

  

The accompanying notes are an integral part of the consolidated financial statements. 
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SQL Technologies Corp. and Subsidiary 

Consolidated Statements of Cash Flows 

(Audited) 

  

    For the Year Ended December 31,   

    2020     2019   

Cash flows from operating activities:                 

Net income (loss) attributable to SQL Technologies   $ (9,242,105 )   $ (16,752,699 ) 

Adjustments to reconcile net loss to net cash used in operating 

activities:                 

Depreciation expense     74,277       84,134   

Amortization of patent     32,032       22,852   

(Other income), SBA Loan forgiveness     (257,468 )     —   

Stock compensation, employees     732,000       3,270,000   

Stock compensation, consultants     342,982       533,188   

Stock compensation, directors     468,000       636,000   

Stock compensation, chairman     360,000       3,720,000   

Stock options issued for services     2,165,447       238,507   

Debt forgiveness, related party     —       184,242   

Stock issued interest expense     999,999       999,999   

Change in operating assets and liabilities:                 

Accounts receivable     417,994       223,115   

Prepaid expenses     5,629       51,777   

Inventory     325,357       954,042   

Right-to-use assets     54,112       (54,112 ) 

Other assets (Security deposit)     16,080       —   



GE royalty obligation     (87,508 )     (96,190 ) 

Lease, current     (53,210 )     53,210   

Accounts payable     158,468       93,944   

Accrued expenses     358,621       (348,898 ) 

Net cash used in operating activities     (3,129,293 )     (6,186,889 ) 

                  

Cash flows from investing activities:                 

Purchase of property & equipment     (15,336 )     (86,759 ) 

Payment of patent costs     (94,540 )     (145,807 ) 

Net cash used in investing activities     (109,876 )     (232,566 ) 

                  

Cash flows from financing activities:                 

Proceeds from common stock issuance     100,009       2,950,004   

Proceeds from exercise of warrants     2,025,000       1,136,550   

Proceeds from SBA - PPP1 Notes payable     279,500       —   

Proceeds from SBA - EIDL Notes payable     150,000       —   

Proceeds from convertible notes     1,250,000       —   

Dividends paid     (130,206 )     (130,206 ) 

Proceeds from secured credit facility     —       412,338   

Payments of credit facility     —       (950,000 ) 

Net cash provided by financing activities     3,674,303       3,418,686   

                  

Increase (Decrease) cash and cash equivalents     435,134       (3,000,768 ) 

Cash and cash equivalents at beginning of period     1,873,737       4,874,505   

Cash and cash equivalents at end of period   $ 2,308,871     $ 1,873,737   

                  

Supplementary disclosure of non-cash financing activities:                 

Cash paid during the period for:                 

Interest   $ 515,515     $ 490,626   

  

The accompanying notes are an integral part of the consolidated financial statements.  
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SQL Technologies Corp. and Subsidiary 

Notes to Consolidated Financial Statements 

  

NOTE 1 ORGANIZATION AND NATURE OF OPERATIONS  

  

SQL Technologies Corp., a Florida corporation (the “Company”), was originally organized in May 2004 as a limited 

liability company under the name of Safety Quick Light, LLC. The Company was converted to corporation on 

November 6, 2012. Effective August 12, 2016, the Company changed its name from “Safety Quick Lighting & Fans 

Corp.” to “SQL Technologies Corp.” The Company holds over 60 U.S. and global patents and patent applications and 

has received a variety of final electrical code approvals, including UL, United Laboratories of Canada (cUL) and 

Conformité Européenne (CE), and 2017 and 2020 inclusion in the NEC Code Book. The Company maintains offices 

in Johns Creek, Georgia, Pompano Beach, Florida, and Guangdong Province, China. 

  

The Company has a series of highly disruptive advanced-safe-smart platform technologies. The Company’s first-

generation technologies enable light fixtures, ceiling fans and other electrically wired products to be installed safely 

and plugged-in, into a ceiling’s electrical outlet box within seconds, and without the need to touch hazardous wires. 

The plug and play technology method is a universal power-plug device that has a matching receptacle that is simply 



connected to the electrical outlet box on the ceiling, enabling a safe and quick plug and play installation of light 

fixtures and ceiling fans in just seconds. The plug and play power-plug technology, eliminates the need of touching 

hazardous electrical wires while installing light fixtures, ceiling fans and other hard wired electrical products. In recent 

years the Company has expanded the capabilities of its power-plug product, to include advanced safe and quick 

universal installation methods, as well as advanced smart capabilities. The smart features include control of light 

fixtures and ceiling fans by the SkyHome App, through WIFI, Bluetooth Low Energy and voice control. It allows 

scheduling, energy savings eco mode, dimming, back-up emergency light, night light, light color changing and much 

more. The Company’s second-generation technology is an all-in-one safe and smart advanced platform that is designed 

to enhance all-around safety and lifestyle of homes and other buildings. 

  

The Company owns 98.8% of SQL Lighting & Fans LLC (the “Subsidiary”). The Subsidiary was formed in Florida 

on April 27, 2011. The Subsidiary had no activity during the periods presented. 

  

The Company’s fiscal year end is December 31. 

  

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

  

The following is a summary of the Company’s significant accounting policies: 

  

Basis of Presentation 

  

The accompanying consolidated financial statements of the Company have been prepared in accordance with 

accounting principles generally accepted in the United States of America (U.S. GAAP) under the accrual basis of 

accounting. 

  

Principles of Consolidation 

  

The consolidated financial statements include the accounts of SQL Technologies Corp. (f/k/a Safety Quick Lighting 

& Fans Corp.) and the Subsidiary, SQL Lighting & Fans LLC. All intercompany accounts and transactions have been 

eliminated in consolidation. 

  

Non-controlling Interest 

  

In May 2012, in connection with the sale of the Company’s membership units in the Subsidiary, the Company’s 

ownership percentage in the Subsidiary decreased from 98.8% to 94.35%. The Company then reacquired these 

membership units in September 2013, increasing the ownership percentage from 94.35% back to 98.8%. During years 

ended 2020 and 2019, there was no activity in the Subsidiary. 
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Product Warranty 

  

The Company’s warranty policy provides repair or replacement of products returned for defects within ninety days of 

purchase. The Company’s warranties are of an assurance-type and come standard with all Company products to cover 

repair or replacement should product not perform as expected. Provisions for estimated expenses related to product 

warranties are made at the time products are sold. These estimates are established using historical information about 

the nature, frequency and average cost of warranty claim settlements as well as product manufacturing and recovery 

from suppliers. Management actively studies trends of warranty claims and takes action to improve product quality 

and minimize warranty costs. The Company estimates the actual historical warranty claims coupled with an analysis 

of unfulfilled claims to record a liability for specific warranty purposes. As of December 31, 2020 and 2019, products 

returned for repair or replacement have been immaterial. Accordingly, a warranty liability has not been deemed 

necessary. 

  



Use of Estimates 

  

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires 

management to make estimates and assumptions that affect the amounts reported in the financial statements and 

accompanying notes. 

  

Such estimates and assumptions impact both assets and liabilities, including but not limited to: net realizable value of 

accounts receivable and inventory, estimated useful lives and potential impairment of property and equipment, the 

valuation of intangible assets, estimate of fair value of share based payments and derivative liabilities, estimates of 

fair value of warrants issued and recorded as debt discount, estimates of tax liabilities and estimates of the probability 

and potential magnitude of contingent liabilities. 

  

Making estimates requires management to exercise significant judgment. It is at least reasonably possible that the 

estimate of the effect of a condition, situation or set of circumstances that existed at the date of the financial statements, 

which management considered in formulating its estimate could change in the near term due to one or more future 

nonconforming events. Accordingly, actual results could differ significantly from estimates. 

  

Reclassifications 

  

For comparability, reclassifications of certain prior-year balances were made in order to confirm with current-year 

presentations. 

  

Risks and Uncertainties 

  

The Company’s operations are subject to risk and uncertainties including financial, operational, regulatory and other 

risks including the potential risk of business failure. 

  

The Company has experienced, and in the future, expects to continue to experience, variability in its sales and earnings. 

The factors expected to contribute to this variability include, among others, (i) the uncertainty associated with the 

commercialization and ultimate success of the product, (ii) competition inherent at large national retail chains where 

product is expected to be sold, (iii) general economic conditions and (iv) the related volatility of prices pertaining to 

the cost of sales. 

  

Cash and Cash Equivalents 

  

Cash and cash equivalents are carried at cost and represent cash on hand, demand deposits placed with banks or other 

financial institutions, and all highly liquid investments with an original maturity of three months or less. The Company 

had $2,308,871 and $1,873,737 in money market as of December 31, 2020, and December 31, 2019, respectively. The 

Company has deposits in financial institutions which exceed the amount insured by the FDIC. The amount of 

uninsured deposits was $1,808,871 at December 31, 2020. 
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Accounts Receivable and Allowance for Doubtful Accounts 

  

Accounts receivable are recorded at the invoiced amount and do not bear interest. The Company extends unsecured 

credit to its customers in the ordinary course of business but mitigates the associated risks by performing credit checks 

and actively pursuing past due accounts. 

  

The Company recognizes an allowance for losses on accounts receivable in an amount equal to the estimated probable 

losses net of recoveries. The allowance is based on an analysis of historical bad debt experience, current receivables 

aging, and expected future bad debts, as well as an assessment of specific identifiable customer accounts considered 

at risk or uncollectible. 



  

The Company’s net balance of accounts receivable at December 31, 2020 and December 31, 2019: 

  

    

December 31, 

2020     

December 31, 

2019   

Accounts Receivable   $ 1,543     $ 419,536   

Allowance for Doubtful Accounts     —       —   

Net Accounts Receivable   $ 1,543     $ 419,536   

  

All amounts were deemed collectible at December 31, 2020 and December 31, 2019 and accordingly, the Company 

had not incurred any bad debt expense at December 31, 2020 and December 31, 2019. 

  

Inventory 

  

Inventories are stated at the lower of cost, determined on the first-in, first-out (FIFO) method. Cost principally consists 

of the purchase price (adjusted for lower of cost or market), customs, duties, and freight. The Company periodically 

reviews historical sales activity to determine potentially obsolete items and evaluates the impact of any anticipated 

changes in future demand. 

  

    

December 31, 

2020     

December 31, 

2019   

Inventory finished goods   $ —     $ 135,277   

Inventory, component parts     918,651       993,131   

Inventory, prepaid     —       115,600   

Total inventory   $ 918,651     $ 1,244,008   

  

The Company will maintain an allowance based on specific inventory items that have shown no activity over a 24-

month period. The Company tracks inventory as it is disposed, scrapped or sold at below cost to determine whether 

additional items on hand should be reduced in value through an allowance method. As of December 31, 2020, and 

December 31, 2019, the Company has determined that no allowance is required. 

  

Furniture and Equipment 

  

Furniture and equipment is stated at cost, less accumulated depreciation, and is reviewed for impairment whenever 

events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. 

  

Depreciation of property and equipment is provided utilizing the straight-line method over the estimated useful lives, 

ranging from 3 to 7 years of the respective assets. Expenditures for maintenance and repairs are charged to expense 

as incurred. 

  

Upon sale or retirement of property and equipment, the related cost and accumulated depreciation are removed from 

the accounts and any gain or loss is reflected in the statements of operations. 

  

F-11 

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  

Leases 

  

We determine if an arrangement is a lease at inception. On our balance sheet, our office lease is included in Operating 

lease right-of-use (ROU) asset, Current portion of operating lease liability and Operating lease liability, net of current 

portion. On our balance sheet, finance leases are included in Property and equipment, Current portion of finance lease 

obligations and Finance lease obligations, net of current portion. 

  



ROU assets represent our right to use an underlying asset for the lease term and lease liabilities represent our obligation 

to make lease payments arising from the lease. Operating lease ROU assets and liabilities are recognized at the 

commencement date based on the present value of lease payments over the lease term. For leases that do not provide 

an implicit rate, we use our incremental borrowing rate based on the information available at commencement date in 

determining the present value of lease payments. We use the implicit rate when readily determinable. Lease expense 

for lease payments is recognized on a straight-line basis over the lease term. 

  

Significant judgment may be required when determining whether a contract contains a lease, the length of the lease 

term, the allocation of the consideration in a contract between lease and non-lease components, and the determination 

of the discount rate included in our office lease. We review the underlying objective of each contract, the terms of the 

contract, and consider our current and future business conditions when making these judgments. 

  

Intangible Asset Patent 

  

The Company developed various patents for an installation device used in light fixtures and ceiling fans. Costs 

incurred for submitting the applications to the United States Patent and Trademark Office for these patents have been 

capitalized. Patent costs are amortized using the straight-line method over the related 15-year lives. The Company 

begins amortizing patent costs once a filing receipt is received stating the patent serial number and filing date from 

the Patent Office. 

  

The Company incurs certain legal and related costs in connection with patent applications. The Company capitalizes 

such costs to be amortized over the expected life of the patent to the extent that an economic benefit is anticipated 

from the resulting patent or alternative future use is available to the Company. The Company also capitalizes legal 

costs incurred in the defense of the Company’s patents when it is believed that the future economic benefit of the 

patent will be maintained or increased, and a successful defense is probable. Capitalized patent defense costs are 

amortized over the remaining expected life of the related patent. The Company’s assessment of future economic 

benefit or a successful defense of its patents involves considerable management judgment, and an unfavorable 

outcome of litigation could result in a material impairment charge up to the carrying value of these assets. 

  

GE Agreements  

  

The Company has two U.S. and global agreements with General Electric (“GE”) related to the Company’s products. 

  

  ● The first agreement is a U.S. and Global Trademark Agreement dated June 15, 2011 (as later amended), 

which expires November 30, 2023 and is generally renewed for five-year periods. Pursuant to such 

agreement, the Company may use the GE brand logo on certain products, including Sky’s SQL standard and 

Smart devices as well as standard and smart ceiling fans. The Company has U.S. and global rights to market 

plug and play standard and smart products and smart ceiling fans under the GE brand. GE will assist the 

Company with manufacturing standards, audit of factories, audit of materials, and quality control under “Six 

Sigma” guidelines, as well as with public relations for products and more.  

      

  ● The second agreement is a U.S. and Global Licensing and Master Service Agreement dated June 14, 2019, 

which expires June 14, 2024, and includes automatic renewal provisions. Pursuant to such agreement, GE’s 

Licensing team will license Sky’s Standard and Smart products in the U.S. and worldwide. GE’s licensing 

team will seek and for arrange licensees partners in the U.S. and globally, including negotiate agreement 

terms, manage contracts, collect payments, audit partners, assist with patent strategy and protection, assist in 

auditing product quality control under the “Six Sigma” guidelines. 
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Fair Value of Financial Instruments 

  



The Company measures assets and liabilities at fair value based on an expected exit price as defined by the 

authoritative guidance on fair value measurements, which represents the amount that would be received on the sale of 

an asset or paid to transfer a liability, as the case may be, in an orderly transaction between market participants. As 

such, fair value may be based on assumptions that market participants would use in pricing an asset or liability. The 

authoritative guidance on fair value measurements establishes a consistent framework for measuring fair value on 

either a recurring or nonrecurring basis whereby inputs, used in valuation techniques, are assigned a hierarchical level. 

  

The following are the hierarchical levels of inputs to measure fair value: 

  

  ● Level 1 – Observable inputs that reflect quoted market prices in active markets for identical assets or 

liabilities. 

      

  ● Level 2 – Inputs reflect quoted prices for identical assets or liabilities in markets that are not active; quoted 

prices for similar assets or liabilities in active markets; inputs other than quoted prices that are observable for 

the assets or liabilities; or inputs that are derived principally from or corroborated by observable market data 

by correlation or other means. 

      

  ● Level 3 – Unobservable inputs reflecting the Company’s assumptions incorporated in valuation techniques 

used to determine fair value. These assumptions are required to be consistent with market participant 

assumptions that are reasonably available.  

  

The carrying amounts of the Company’s financial assets and liabilities, such as cash and cash equivalents, accounts 

receivable, inventory, prepaid expenses, other current assets, accounts payable, accrued interest payable, certain notes 

payable and notes payable – related party, and GE royalty obligation, approximate their fair values because of the 

short maturity of these instruments. 

  

Embedded Conversion Features 

  

The Company evaluates embedded conversion features within convertible debt under ASC 815 “Derivatives and 

Hedging” to determine whether the embedded conversion feature(s) should be bifurcated from the host instrument 

and accounted for as a derivative at fair value with changes in fair value recorded in earnings. If the conversion feature 

does not require derivative treatment under ASC 815, the instrument is evaluated under ASC 470-20 “Debt with 

Conversion and Other Options” for consideration of any beneficial conversion features. 

  

Derivative Financial Instruments 

  

The Company does not use derivative instruments to hedge exposures to cash flow, market, or foreign currency risks. 

The Company evaluates all of its financial instruments, including stock purchase warrants, to determine if such 

instruments are derivatives or contain features that qualify as embedded derivatives. For derivative financial 

instruments that are accounted for as liabilities, the derivative instrument is initially recorded at its fair value and is 

then revalued at each reporting date, with changes in the fair value reported as charges or credits to income. 

  

As of December 31, 2020, the Company had reserved for issuance 26,751,860 shares of common stock associated 

with conversion features on Series A Preferred Stock, warrants and options. These shares have been reserved for 

issuance by the Company’s stock transfer agent, and accordingly, no derivative liability has been calculated on these 

shares. 

  

Extinguishments of Liabilities 

  

The Company accounts for extinguishments of liabilities in accordance with ASC 405-20 (formerly SFAS 140) 

“Accounting for Transfers and Servicing of Financial Assets and Extinguishment of Liabilities”. When the conditions 

are met for extinguishment accounting, the liabilities are derecognized and the gain or loss on the sale is recognized. 
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Stock-based Compensation 

  

The Company periodically issues common stock and stock options to officers, directors, employees and consultants 

for services rendered. 

  

Stock Based Compensation – Employees 

  

The Company accounts for its stock-based compensation in which the Company obtains employee services in share-

based payment transactions under the recognition and measurement principles of the fair value recognition provisions 

of section 718-10-30 of the FASB Accounting Standards Codification. Pursuant to paragraph 718-10-30-6 of the 

FASB Accounting Standards Codification, all transactions in which goods or services are the consideration received 

for the issuance of equity instruments are accounted for based on the fair value of the consideration received or the 

fair value of the equity instrument issued, whichever is more reliably measurable. 

  

The measurement date used to determine the fair value of the equity instrument issued is the earlier of the date on 

which the performance is complete or the date on which it is probable that performance will occur. 

  

If the Company is a newly formed corporation or shares of the Company are thinly traded, the use of share prices 

established in the Company’s most recent private placement memorandum (based on sales to third parties), or weekly 

or monthly price observations would generally be more appropriate than the use of daily price observations as such 

shares could be artificially inflated due to a larger spread between the bid and asked quotes and lack of consistent 

trading in the market. 

  

The fair value of share options and similar instruments is estimated on the date of grant using a lattice-binomial option 

pricing valuation model. The ranges of assumptions for inputs are as follows: 

  

  ● Expected term of share options and similar instruments: The expected life of options and similar instruments 

represents the period of time the option and/or warrant are expected to be outstanding. Pursuant to Paragraph 

718-10-50-2(f)(2)(i) of the FASB Accounting Standards Codification the expected term of share options and 

similar instruments represents the period of time the options and similar instruments are expected to be 

outstanding taking into consideration the contractual term of the instruments and employees’ expected 

exercise and post vesting employment termination behavior into the fair value (or calculated value) of the 

instruments. Pursuant to paragraph 718-10-S99-1, it may be appropriate to use the simplified method, i.e., 

expected term = ((vesting term + original contractual term) / 2), if (i) A company does not have sufficient 

historical exercise data to provide a reasonable basis upon which to estimate expected term due to the limited 

period of time its equity shares have been publicly traded; (ii) A company significantly changes the terms of 

its share option grants or the types of employees that receive share option grants such that its historical 

exercise data may no longer provide a reasonable basis upon which to estimate expected term; or (iii) A 

company has or expects to have significant structural changes in its business such that its historical exercise 

data may no longer provide a reasonable basis upon which to estimate expected term. The Company uses the 

simplified method to calculate expected term of share options and similar instruments as the Company does 

not have sufficient historical exercise data to provide a reasonable basis upon which to estimate expected 

term. 

      

  ● Expected volatility of the entity’s shares and the method used to estimate it: Pursuant to ASC Paragraph 718-

10-50-2(f) (2)(ii) a thinly traded or nonpublic entity that uses the calculated value method shall disclose the 

reasons why it is not practicable for the Company to estimate the expected volatility of its share price, the 

appropriate industry sector index that it has selected, the reasons for selecting that particular index, and how 

it has calculated historical volatility using that index. The Company uses the average historical volatility of 

the comparable companies over the expected contractual life of the share options or similar instruments as 

its expected volatility. If shares of a company are thinly traded the use of weekly or monthly price 

observations would generally be more appropriate than the use of daily price observations as the volatility 

calculation using daily observations for such shares could be artificially inflated due to a larger spread 

between the bid and asked quotes and lack of consistent trading in the market. 



      

  ● Risk-free rate(s): An entity that uses a method that employs different risk-free rates shall disclose the range 

of risk-free rates used. The risk-free interest rate is based on the U.S. Treasury yield curve in effect at the 

time of grant for periods within the expected term of the share options and similar instruments. 
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Generally, all forms of share-based payments, including stock option grants, warrants and restricted stock grants and 

stock appreciation rights are measured at their fair value on the applicable award’s grant date, based on estimated 

number of awards that are ultimately expected to vest. 

  

The expense resulting from share-based payments is recorded in operating expenses in the statements of operations. 

  

Stock Based Compensation – Nonemployees  

  

Equity Instruments Issued to Parties Other Than Employees for Acquiring Goods or Services 

  

The Company accounts for equity instruments issued to parties other than employees for acquiring goods or services 

under guidance of Subtopic 505-50 of the FASB Accounting Standards Codification (“Subtopic 505-50”). 

  

Pursuant to ASC Section 505-50-30, all transactions in which goods or services are the consideration received for the 

issuance of equity instruments are accounted for based on the fair value of the consideration received or the fair value 

of the equity instrument issued, whichever is more reliably measurable. The measurement date used to determine the 

fair value of the equity instrument issued is the earlier of the date on which the performance is complete or the date 

on which it is probable that performance will occur. If the Company is a newly formed corporation or shares of the 

Company are thinly traded the use of share prices established in the Company’s most recent private placement 

memorandum, or weekly or monthly price observations would generally be more appropriate than the use of daily 

price observations as such shares could be artificially inflated due to a larger spread between the bid and asked quotes 

and lack of consistent trading in the market. 

  

The fair value of share options and similar instruments is estimated on the date of grant using a Black-Scholes option 

pricing valuation model. The ranges of assumptions for inputs are as follows: 

  

  ● Expected term of share options and similar instruments: Pursuant to Paragraph 718-10-50-2(f)(2)(i) of the 

FASB Accounting Standards Codification the expected term of share options and similar instruments 

represents the period of time the options and similar instruments are expected to be outstanding taking into 

consideration of the contractual term of the instruments and the holder’s expected exercise behavior into the 

fair value (or calculated value) of the instruments. The Company uses historical data to estimate the holder’s 

expected exercise behavior. If the Company is a newly formed corporation or shares of the Company are 

thinly traded the contractual term of the share options and similar instruments is used as the expected term 

of share options and similar instruments as the Company does not have sufficient historical exercise data to 

provide a reasonable basis upon which to estimate expected term. 

      

  ● Expected volatility of the entity’s shares and the method used to estimate it: Pursuant to ASC Paragraph 718-

10-50-2(f)(2)(ii) a thinly traded or nonpublic entity that uses the calculated value method shall disclose the 

reasons why it is not practicable for the Company to estimate the expected volatility of its share price, the 

appropriate industry sector index that it has selected, the reasons for selecting that particular index, and how 

it has calculated historical volatility using that index. The Company uses the average historical volatility of 

the comparable companies over the expected contractual life of the share options or similar instruments as 

its expected volatility. If shares of a company are thinly traded the use of weekly or monthly price 

observations would generally be more appropriate than the use of daily price observations as the volatility 

calculation using daily observations for such shares could be artificially inflated due to a larger spread 

between the bid and asked quotes and lack of consistent trading in the market. 
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  ● Expected annual rate of quarterly dividends: An entity that uses a method that employs different dividend 

rates during the contractual term shall disclose the range of expected dividends used and the weighted average 

expected dividends. The expected dividend yield is based on the Company’s current dividend yield as the 

best estimate of projected dividend yield for periods within the expected term of the share options and similar 

instruments. 

      

  ● Risk-free rate(s): An entity that uses a method that employs different risk-free rates shall disclose the range 

of risk-free rates used. The risk-free interest rate is based on the U.S. Treasury yield curve in effect at the 

time of grant for periods within the expected term of the share options and similar instruments. 

  

Pursuant to ASC paragraph 505-50-25-7, if fully vested, no forfeitable equity instruments are issued at the date the 

grantor and grantee enter into an agreement for goods or services (i.e., no specific performance is required by the 

grantee to retain those equity instruments), then, because of the elimination of any obligation on the part of the 

counterparty to earn the equity instruments, a measurement date has been reached. A grantor shall recognize the equity 

instruments when they are issued (in most cases, when the agreement is entered into). Whether the corresponding cost 

is an immediate expense or a prepaid asset (or whether the debit should be characterized as contra equity under the 

requirements of paragraph 505-50-45-1) depends on the specific facts and circumstances. Pursuant to ASC paragraph 

505-50-45-1, a grantor may conclude that an asset (other than a note or a receivable) has been received in return for 

fully vested, non-forfeitable equity instruments that are issued at the date the grantor and grantee enter into an 

agreement for goods or services (and no specific performance is required by the grantee in order to retain those equity 

instruments). Such an asset shall not be displayed as contra equity by the grantor of the equity instruments. 

  

The transferability (or lack thereof) of the equity instruments shall not affect the balance sheet display of the asset. 

This guidance is limited to transactions in which equity instruments are transferred to other than employees in 

exchange for goods or services. Section 505-50-30 provides guidance on the determination of the measurement date 

for transactions that are within the scope of this Subtopic. 

  

Pursuant to Paragraphs 505-50-25-8 and 505-50-25-9, an entity may grant fully vested, non-forfeitable equity 

instruments that are exercisable by the grantee only after a specified period of time if the terms of the agreement 

provide for earlier exercisability if the grantee achieves specified performance conditions. Any measured cost of the 

transaction shall be recognized in the same period(s) and in the same manner as if the entity had paid cash for the 

goods or services or used cash rebates as a sales discount instead of paying with, or using, the equity instruments. A 

recognized asset, expense, or sales discount shall not be reversed if a share option and similar instrument that the 

counterparty has the right to exercise expires unexercised. 

  

Pursuant to ASC paragraph 505-50-30-S99-1, if the Company receives a right to receive future services in exchange 

for unvested, forfeitable equity instruments, those equity instruments are treated as unissued for accounting purposes 

until the future services are received (that is, the instruments are not considered issued until they vest). Consequently, 

there would be no recognition at the measurement date and no entry should be recorded. 

  

The fair value of share options and similar instruments is estimated on the date of grant using the Black-Scholes 

option-pricing valuation model. The ranges of assumptions for inputs are as follows: 

  

  ● Expected term of share options and similar instruments: Pursuant to Paragraph 718-10-50-2(f)(2)(i) of the 

FASB Accounting Standards Codification the expected term of share options and similar instruments 

represents the period of time the options and similar instruments are expected to be outstanding taking into 

consideration of the contractual term of the instruments and holder’s expected exercise behavior into the fair 

value (or calculated value) of the instruments. The Company uses historical data to estimate holder’s expected 

exercise behavior. If the Company is a newly formed corporation or shares of the Company are thinly traded 

the contractual term of the share options and similar instruments is used as the expected term of share options 



and similar instruments as the Company does not have sufficient historical exercise data to provide a 

reasonable basis upon which to estimate expected term. 
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  ● Expected volatility of the entity’s shares and the method used to estimate it. Pursuant to ASC Paragraph 718-

10-50-2(f)(2)(ii) a thinly-traded or nonpublic entity that uses the calculated value method shall disclose the 

reasons why it is not practicable for the Company to estimate the expected volatility of its share price, the 

appropriate industry sector index that it has selected, the reasons for selecting that particular index, and how 

it has calculated historical volatility using that index. The Company uses the average historical volatility of 

the comparable companies over the expected contractual life of the share options or similar instruments as 

its expected volatility. If shares of a company are thinly traded the use of weekly or monthly price 

observations would generally be more appropriate than the use of daily price observations as the volatility 

calculation using daily observations for such shares could be artificially inflated due to a larger spread 

between the bid and asked quotes and lack of consistent trading in the market. 

      

  ● Expected annual rate of quarterly dividends. An entity that uses a method that employs different dividend 

rates during the contractual term shall disclose the range of expected dividends used and the weighted-

average expected dividends. The expected dividend yield is based on the Company’s current dividend yield 

as the best estimate of projected dividend yield for periods within the expected term of the share options and 

similar instruments. 

      

  ● Risk-free rate(s). An entity that uses a method that employs different risk-free rates shall disclose the range 

of risk-free rates used. The risk-free interest rate is based on the U.S. Treasury yield curve in effect at the 

time of grant for periods within the expected term of the share options and similar instruments.  

  

Pursuant to ASC paragraph 505-50-25-7, if fully vested, non-forfeitable equity instruments are issued at the date the 

grantor and grantee enter into an agreement for goods or services (no specific performance is required by the grantee 

to retain those equity instruments), then, because of the elimination of any obligation on the part of the counterparty 

to earn the equity instruments, a measurement date has been reached. A grantor shall recognize the equity instruments 

when they are issued (in most cases, when the agreement is entered into). Whether the corresponding cost is an 

immediate expense or a prepaid asset (or whether the debit should be characterized as contra-equity under the 

requirements of paragraph 505-50-45-1) depends on the specific facts and circumstances. Pursuant to ASC paragraph 

505-50-45-1, a grantor may conclude that an asset (other than a note or a receivable) has been received in return for 

fully vested, non-forfeitable equity instruments that are issued at the date the grantor and grantee enter into an 

agreement for goods or services (and no specific performance is required by the grantee in order to retain those equity 

instruments). Such an asset shall not be displayed as contra-equity by the grantor of the equity instruments. 

  

The transferability (or lack thereof) of the equity instruments shall not affect the balance sheet display of the asset. 

This guidance is limited to transactions in which equity instruments are transferred to other than employees in 

exchange for goods or services. Section 505-50-30 provides guidance on the determination of the measurement date 

for transactions that are within the scope of this Subtopic. 

  

Revenue Recognition 

  

During the years ended December 31, 2020 and 2019, the Company derived revenues from the sale of GE branded 

fans and lighting fixtures to large retailers through retail and online sales. 

  

The Company will determine the correct revenue recognition using this Five Step Model: 

  

Step 1: Identify the contract with a customer 

  

Step 2: Identify the performance obligations in the contract 



  

Step 3: Determine the transaction price 

  

Step 4: Allocate the transaction price to the performance obligations in the contract 

  

Step 5: Recognize revenue when (or as) the Company satisfies a performance obligation 
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Trade allowances and a provision for estimated returns and other allowances are recorded at the time sales are made, 

considering historical and anticipated trends. 

  

On January 1, 2017, we adopted the new accounting standard ASC 606, Revenue from Contracts with Customers and 

all the related amendments to all contracts using the modified retrospective method, while prior period amounts were 

not adjusted and were reported in accordance with our historic accounting under Topic 605. The adoption had an 

immaterial impact to our comparative net income and as such comparative information was not restated and was 

reported under the accounting standards in effect for those periods. The adoption of ASC 606 did not have a material 

impact on the Company’s Consolidated Financial Statements. See Note 2 for a disclosure of our use of estimates and 

judgement, as it relates to revenue recognition. 

  

A majority of our sales revenue continues to be recognized when products are shipped from our manufacturing 

facilities and from our third-party logistics facility. 

  

Cost of Sales 

  

Cost of sales represents costs directly related to produce, acquire and source inventory for sale, and provisions for 

inventory shrinkage and obsolescence. These costs include costs of purchased products, inbound freight, and custom 

duties. 

  

Selling, General and Administrative Expenses 

  

Shipping and handling cost incurred by the Company to deliver finished goods are expensed and recorded in selling, 

general and administrative expenses. 

  

Additionally, selling, general and administrative expenses include marketing, professional fees, distribution, 

warehouse costs, and other related selling costs. Selling expenses include costs incurred in the selling of merchandise. 

General and administrative expenses include costs incurred in the administration or general operations of the business. 

  

Stock compensation expense consists of non-cash charges resulting from the issuance of stock units and stock options 

that are disclosed separately from selling, general and administrative expenses and included as operating expenses. 

  

Earnings (Loss) Per Share 

  

Basic net earnings (loss) per share is computed by dividing net income (loss) for the period by the weighted average 

number of common stock outstanding during each period. Diluted earnings (loss) per share is computed by dividing 

net income (loss) for the period by the weighted average number of common stock, common stock equivalents and 

potentially dilutive securities outstanding during each period. 

  

The Company uses the “treasury stock” method to determine whether there is a dilutive effect of outstanding 

convertible debt, option and warrant contracts. For the years ended December 31, 2020 and 2019, the Company 

recognized net loss and a dilutive net loss, and the effect of considering any common stock equivalents would have 

been antidilutive for the period. Therefore, separate computation of diluted earnings (loss) per share is not presented 

for the periods presented. 



  

The Company had the following common stock equivalents at December 31, 2020 and December 31, 2019: 

  

    

December 31, 

2020     

December 31, 

2019   

Stock Warrants (Exercise price - $0.375 - $3.50/share)     1,602,415       1,618,040   

Stock Options (Exercise price $0.375 - $12.00/share)     6,525,000       6,358,334   

Total     8,127,415       7,976,374   
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At December 31, 2020, the Company recorded but did not issue 2,614,156 shares of common stock, valued at 

approximately $8,088,474. These shares are reflected in the accompanying balance sheet and stockholders’ deficit 

repot. Refer to NOTE 11 A) for further information on Shares to be Issued for the year ended December 31, 2020. 

  

At December 31, 2019, the Company recorded but did not issue 2,207,998 shares of common stock, valued at 

approximately $6,780,000. These shares are reflected in the accompanying balance sheet and stockholders’ deficit 

report. Refer to NOTE 11 A) for further information on Shares to be Issued for the year ended December 31, 2019. 

  

    Quantity     Value   

Balance, December 31, 2019     2,207,998     $ 6,780,000   

Common stock recorded, unissued     406,158       1,308,474   

Balance, December 31, 2020     2,614,156     $ 8,088,474   

 

  

Income Tax Provision  

  

From the inception of the Company and through November 6, 2012, the Company was taxed as a pass-through entity 

(a limited liability company) under the Internal Revenue Code and was not subject to federal and state income taxes; 

accordingly, no provision had been made. 

  

The financial statements reflect the Company’s transactions without adjustment, if any, required for income tax 

purposes for the period from November 7, 2012 to December 31, 2012. The net loss generated by the Company for 

the period January 1, 2012 to November 6, 2012 has been excluded from the computation of income taxes. 

  

The Company accounts for income taxes under Section 740-10-30 of the FASB Accounting Standards Codification, 

which requires recognition of deferred tax assets and liabilities for the expected future tax consequences of events that 

have been included in the financial statements or tax returns. Under this method, deferred tax assets and liabilities are 

based on the differences between the financial statement and tax bases of assets and liabilities using enacted tax rates 

in effect for the year in which the differences are expected to reverse. Deferred tax assets are reduced by a valuation 

allowance to the extent management concludes it is more likely than not that the assets will not be realized. Deferred 

tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which 

those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of 

a change in tax rates is recognized in the Consolidated Statements of Operations in the period that includes the 

enactment date. 

  

The Company adopted section 740-10-25 of the FASB Accounting Standards Codification (Section 740-10-25). 

Section 740-10-25 addresses the determination of whether tax benefits claimed or expected to be claimed on a tax 

return should be recorded in the financial statements. Under Section 740-10-25, the Company may recognize the tax 

benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on 

examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the 

financial statements from such a position should be measured based on the largest benefit that has a greater than fifty 



(50) percent likelihood of being realized upon ultimate settlement. Section 740-10-25 also provides guidance on 

derecognition, classification, interest and penalties on income taxes, accounting in interim periods and requires 

increased disclosures. 

  

The estimated future tax effects of temporary differences between the tax basis of assets and liabilities are reported in 

the accompanying consolidated balance sheets, as well as tax credit carrybacks and carryforwards. The Company 

periodically reviews the recoverability of deferred tax assets recorded on its consolidated balance sheets and provides 

valuation allowances as management deems necessary. 

  

Management makes judgments as to the interpretation of the tax laws that might be challenged upon an audit and 

cause changes to previous estimates of tax liability. In addition, the Company operates within multiple taxing 

jurisdictions and is subject to audit in these jurisdictions. In management’s opinion, adequate provisions for income 

taxes have been made for all years. If actual taxable income by tax jurisdiction varies from estimates, additional 

allowances or reversals of reserves may be necessary. 
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The Company’s tax returns are subject to examination by the federal and state tax authorities. With few exceptions, 

the entity is no longer subject to U.S. federal and state income tax examinations by tax authorities for years before 

2015. 

  

Uncertain Tax Positions 

  

The Company did not take any uncertain tax positions and had no adjustments to its income tax liabilities or benefits 

pursuant to the provisions of Section 740-10-25 for the reporting periods ended December 31, 2020 and 2019. 

  

Related Parties  

  

The Company follows subtopic 850-10 of the FASB Accounting Standards Codification for the identification of 

related parties and disclosure of related party transactions. 

  

Pursuant to Section 850-10-20 the related parties include (a) Affiliates of the Company; (b) Entities for which 

investments in their equity securities would be required, absent the election of the fair value option under the Fair 

Value Option Subsection of Section 825–10–15, to be accounted for by the equity method by the investing entity; (c) 

Trusts for the benefit of employees, such as pension and profit-sharing trusts that are managed by or under the 

trusteeship of management; (d) Principal owners of the Company; (e) Management of the Company; (f) Other parties 

with which the Company may deal if one party controls or can significantly influence the management or operating 

policies of the other to an extent that one of the transacting parties might be prevented from fully pursuing its own 

separate interests; and (g) Other parties that can significantly influence the management or operating policies of the 

transacting parties or that have an ownership interest in one of the transacting parties and can significantly influence 

the other to an extent that one or more of the transacting parties might be prevented from fully pursuing its own 

separate interests. 

  

The consolidated financial statements shall include disclosures of material related party transactions, other than 

compensation arrangements, expense allowances, and other similar items in the ordinary course of business. However, 

disclosure of transactions that are eliminated in the preparation of consolidated or combined financial statements is 

not required in those statements. The disclosures shall include: (a) the nature of the relationship(s) involved; (b) a 

description of the transactions, including transactions to which no amounts or nominal amounts were ascribed, for 

each of the periods for which income statements are presented, and such other information deemed necessary to an 

understanding of the effects of the transactions on the financial statements; (c) the dollar amounts of transactions for 

each of the periods for which income statements are presented and the effects of any change in the method of 

establishing the terms from that used in the preceding period; and (d) amounts due from or to related parties as of the 

date of each balance sheet presented and, if not otherwise apparent, the terms and manner of settlement. 



  

Contingencies 

  

The Company follows subtopic 450-20 of the FASB Accounting Standards Codification to report accounting for 

contingencies. Certain conditions may exist as of the date the consolidated financial statements are issued, which may 

result in a loss to the Company, but which will only be resolved when one or more future events occur or fail to occur. 

The Company assesses such contingent liabilities, and such assessment inherently involves an exercise of judgment. 

In assessing loss contingencies related to legal proceedings that are pending against the Company or un-asserted claims 

that may result in such proceedings, the Company evaluates the perceived merits of any legal proceedings or un-

asserted claims as well as the perceived merits of the amount of relief sought or expected to be sought therein. 

  

If the assessment of a contingency indicates that it is probable that a material loss has been incurred and the amount 

of the liability can be estimated, then the estimated liability would be accrued in the Company’s financial statements. 

If the assessment indicates that a potentially material loss contingency is not probable but is reasonably possible, or is 

probable but cannot be estimated, then the nature of the contingent liability, and an estimate of the range of possible 

losses, if determinable and material, would be disclosed. 
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Loss contingencies considered remote are generally not disclosed unless they involve guarantees, in which case the 

guarantees would be disclosed. However, there is no assurance that such matters will not materially and adversely 

affect the Company’s business, consolidated financial position, and consolidated results of operations or consolidated 

cash flows. 

  

Subsequent Events  

  

The Company follows the guidance in Section 855-10-50 of the FASB Accounting Standards Codification for the 

disclosure of subsequent events. The Company will evaluate subsequent events through the date when the financial 

statements are issued. 

  

Pursuant to ASU 2010-09 of the FASB Accounting Standards Codification, the Company as an SEC filer considers 

its financial statements issued when they are widely distributed to users, such as through filing them on EDGAR. 

  

Recently Issued Accounting Pronouncements 

  

In February 2016, the FASB issued Accounting Standards Update 2016-02 (ASU 2016-02), Leases (Topic 842). ASU 

2016-02 requires lessees to recognize a right-of-use (ROU) asset and lease liability in the balance sheet for all leases, 

including operating leases, with terms of more than twelve months. Recognition, measurement and presentation of 

expenses and cash flows from a lease by a lessee have not significantly changed from previous guidance. The 

amendments also require qualitative disclosures along with specific quantitative disclosures. We adopted this guidance 

using the cumulative-effect adjustment method on January 1, 2019, meaning we did not restate prior periods. Current 

year financial information is presented under the guidance in Topic 842, while prior year information will continue to 

be presented under Topic 840. 

  

Management does not believe that any other recently issued, but not yet effective accounting pronouncements, if 

adopted, would have a material effect on its consolidated financial statements. 

  

NOTE 3 FURNITURE AND EQUIPMENT 

  

Furniture and equipment consisted of the following: 

  

    

December 31, 

2020     

December 31, 

2019   



Machinery and equipment   $ 31,456     $ 31,456   

Computer equipment     6,846       6,846   

Furniture and fixtures     36,059       36,059   

Tooling and production     309,111       293,775   

Leasehold improvements     30,553       30,553   

Total     414,025       398,689   

Less: accumulated depreciation     (346,290 )     (272,013 ) 

Total, net   $ 67,735     $ 126,676   

  

Depreciation expense amounted to $74,277 and $84,134 for the years ended December 31, 2020 and 2019, 

respectively. 

  

NOTE 4 INTANGIBLE ASSETS 

  

Intangible assets (patents) consisted of the following: 

  

    

December 31, 

2020     

December 31, 

2019   

Patents   $ 470,766     $ 376,226   

Trademark     45,450       45,450   

Less: Impairment Charges     —       —   

Less: accumulated amortization     (113,124 )     (81,092 ) 

Total, net   $ 403,092     $ 340,584   

  

Amortization expense on intangible assets was $32,032 and $22,852 for the years ended December 31, 2020 and 2019, 

respectively. 
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Assuming no impairment, the following table sets forth the estimated amortization expense for future periods based 

on recorded amounts at December 31, 2020: 

  

Year Ending December 31       

2021   $ 34,398   

2022     34,398   

2023     33,108   

2024     32,151   

2025     32,151   

2026 and Thereafter     236,886   

Total   $ 403,092   

  

Actual amortization expense in future periods could differ from these estimates as a result of future acquisitions, 

divestitures, impairments and other factors. 

  

NOTE 5 LEASES 

  

The Company previously leased office space pursuant to a lease that expired on September 30, 2020. On January 1, 

2019, the Company adopted Leases (Topic 842), using the modified-retrospective approach, and as a result recognized 

a right-of-use asset of approximately $124,660 at the date of adoption, and a lease liability of approximately $124,716. 

No cumulative-effect adjustment to retained earnings was required upon adoption of Topic 842. Because the rate 

implicit in each lease is not readily determinable, the Company uses its incremental borrowing rate (“IBR”) to 



determine the present value of the lease payments and on the date of adoption, the Company determined its IBR to be 

6.75%. 

  

On September 23, 2020, the Company entered into a 12-month real property lease for office space at $2,175 per month. 

The Company expenses such payment as rent expense in the period incurred. 

  

The components of lease expense were as follows: 

  

    

December 31, 

2020     

December 31, 

2019   

Cash paid for operating lease liabilities   $ 71,302     $ 91,299   

Right-of-use assets obtained in exchange for new operating lease 

obligations   $ —     $ 54,112   

Weighted-average remaining lease term (in months)     —       8   

Weighted-average discount rate     —       6.75 % 

  

    

December 31, 

2020     

December 31, 

2019   

Total lease liabilities   $ —     $ 53,210   

                  

  

NOTE 6 DEBT  

  

The following table presents the details of the principal outstanding: 

  

    December 31,   

    2020     2019   

a) PPP Loan   $ 22,032     $ —   

b) EIDL     150,000       —   

c) Line of Credit     5,458,642       5,458,642   

d) Convertible Notes     1,250,000       —   

Total   $ 6,880,674     $ 5,458,642   

Notes payable, current portion     344,032       —   

Non current term notes payable   $ 6,536,642     $ 5,458,642   
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CARES Act Loans 

  

In March 2020, the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) was enacted. Among other 

things, the CARES Act established the Paycheck Protection Program (“PPP”), which funded eligible businesses 

through federally guaranteed loans. Under the PPP, companies are eligible for forgiveness of principal and accrued 

interest if the proceeds are used for eligible costs, which include, but are not limited to, payroll, benefits, mortgage, 

lease, and utility expenses. 

  

a) Paycheck Protection Program Loan - On April 13, 2020, we were granted a loan (the “PPP Loan”) under the 

Paycheck Protection Program in the aggregate amount of $269,500, pursuant to the Paycheck Protection Program 

under the CARES Act. 

  

The PPP Loan, which was in the form of a note dated April 13, 2020 issued by SQL Technologies Corp., matures on 

April 13, 2022 and bears interest at a rate of 1.0% per annum, which is payable monthly following the deferral period, 

described below. The note may be prepaid at any time prior to maturity with no prepayment penalties. The Company 



recorded the principal amount of approximately $279,500 (which includes a $10,000 EIDL (as defined below) 

advancement) due on the PPP Loan in non-current notes payable in the consolidated balance sheet as of December 

31, 2020. Interest on the PPP Loan was not material. The Company believes it used the entire PPP Loan amount for 

qualifying expenses. Under the terms of the Paycheck Protection Program, certain amounts of the PPP Loan may be 

forgiven if they are used for qualifying expenses as described in the CARES Act. 

  

Effective June 2020, certain provisions of the PPP Loan were amended. The amendment modified the original 

payment deferment period from six months to either (i) the date that the U.S. Small Business Administration (the 

“SBA”) remits the Company’s loan forgiveness to the bank or (ii) the date that a final determination is made that no 

portion of the PPP Loan is forgiven, subject to the Company requesting forgiveness of the PPP Loan within a specified 

time period. The amendment also increased the amount of non-payroll costs eligible for loan forgiveness from 25% 

to 40%. During 2021, the Company requested forgiveness of the PPP Loan in accordance with the application 

requirements and received notice that $257,468 of the $269,500 note payable balance had been forgiven. The 

Company recognized the forgiveness amount of $257,468 as Other Income during the year ended December 31, 2020. 

As of December 31, 2020, the loan balance was $22,032. Monthly principal and interest payments of $534 start in 

October 2021 with a maturity of April 13, 2025. 

  

b) EIDL Loan - On June 24, 2020, the Company received a loan (the “EIDL Loan”) from the SBA under its Economic 

Injury Disaster Loan (“EIDL”) assistance program in light of the impact of the COVID-19 pandemic on the 

Company’s business, pursuant to which the Company entered into a promissory note and security agreement with the 

SBA. The principal amount of the EIDL Loan is $150,000, with proceeds to be used for working capital purposes. 

Interest on the EIDL Loan accrues at the rate of 3.75% per annum and installment payments, including principal and 

interest, are due monthly beginning twenty-four months from the date of the EIDL Loan. The balance of principal and 

interest is due and payable 30 years from the date of the promissory note. The EIDL Loan may be prepaid in part or 

in full, at any time, without penalty. Additionally, the EIDL Loan is collateralized by certain of the Company’s 

property as specified within the security agreement. The EIDL Loan contains certain customary events of default and, 

in the event an event of default occurs, the SBA may require immediate repayment of all amounts due. 

  

c) Line of Credit 

  

On April 13, 2016, the Company entered into a Line of Credit Promissory Note with a lender (the “Line of Credit”) 

in the principal sum of up to ten million U.S. Dollars (US $10,000,000) to support purchase orders, inventory and 

general working capital needs. In January 2018, the Company entered into a mutual agreement to extend the Line of 

Credit through January 10, 2019. The Line of Credit was further extended through January 10, 2021 by mutual 

agreement of the parties and may be further extended to January 10, 2022 upon similar mutual agreement. The 

Company may draw and/or repay this Line of Credit from time to time until the maturity hereof. The note provides 

for monthly payments of interest at nine percent (9%) per annum on outstanding principal and matures on January 10, 

2022, at which time the full principal amount and accrued but unpaid interest become due. 
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In conjunction with the Line of Credit, and the ongoing consultation on product sales and distribution, in each of 

March 2019 and August 2020, the Company issued 333,333 shares of its common stock valued at $3.00 per share, for 

an aggregate issuance of 666,666 shares of its common stock, to a joint venture partner pursuant to a 2018 agreement. 

  

The Line of Credit is secured by the assets of the Company. As of December 31, 2020, and December 31, 2019, the 

outstanding balance on this note was $5,458,642 and $5,458,642, respectively. Accrued interest at December 31, 2020 

was $120,650 and included in Accounts Payable. 

  

Refer to the Subsequent Event footnote below for additional modifications to the Line of Credit. 

  

Principal payments on the Line of Credit are due as follows: 

  



Year ending December 31,       

2021   $ 343,000   

2022     400,000   

2023     400,000   

2024     1,702,317   

2025     1,702,317   

2026     911,008   

Total   $ 5,458,642   

  

d) Convertible Notes 

  

    December 31,   

    2020     2019   

Convertible Notes, dated 9/23/2020   $ 250,000     $ —   

Convertible Notes, dated 11/10/2020     100,000       —   

Convertible Notes, dated 10/30/2020     300,000       —   

Convertible Notes, dated 11/3/2020     600,000       —   

Total   $ 1,250,000     $ —   

  

Included in Convertible Notes are loans provided to the Company from two directors, an officer and an investor. The 

notes each have the following terms: three-year subordinated convertible promissory note of principal face amounts. 

Subject to other customary terms, the note matures in three years and accrues interest at a rate of 6% per annum, which 

is payable annually in cash or common stock, at the holder’s discretion. At any time after issuance and prior to or on 

the maturity date, the note is convertible at the option of the holder into shares of common stock at a conversion price 

of $15.00 per share. Upon notice to the holder, the Company may prepay, in whole or in part, the outstanding balance 

of the note at any time prior to the maturity date; the holder has the right to convert the note into shares of common 

stock in lieu of prepayment. Upon the occurrence of certain events of default, and upon written notice from the holder, 

the note will become immediately due and payable and, until paid in full, will bear interest at a rate of 12% per annum. 

As of December 31, 2020, the Company accrued interest on Convertible Notes of $13,621. 

  

Principal payments on all Notes referred to above (inclusive of the Line of Credit, the Convertible Notes, and CARES 

Act Loans) are due as follows: 

  

Year ending December 31,       

2021   $ 344,032   

2022     407,495   

2023     408,907   

2024     2,961,399   

2025     1,707,294   

2026 and Thereafter     1,051,547   

Total   $ 6,880,674   
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NOTE 7 GE ROYALTY OBLIGATIONS 

  

On June 15, 2011, we entered into the License Agreement with GE, pursuant to which we have the right to market 

certain ceiling light and fan fixtures displaying the GE brand. We and GE subsequently amended the License 

Agreement, including on April 17, 2013, August 13, 2014, September 25, 2018, May 2019 and December 1, 2020. 

The License Agreement imposes certain manufacturing and quality control conditions that we must maintain in order 

to continue to use the GE brand. The License Agreement is nontransferable and cannot be sublicensed. Various 



termination clauses are applicable to the License Agreement; however, none were applicable as of December 31, 2020 

and December 31, 2019. 

  

On August 13, 2014, we entered into a second amendment to the License Agreement pertaining to our royalty 

obligations. Under the initial terms of the amendment, we agreed to pay to GE a minimum trademark license fee of 

$12.0 million by November 30, 2018 (the “Initial Royalty Obligation”) for the rights assigned in the original contract. 

The amendment provided that, if we did not pay to GE royalties equal to the Initial Royalty Obligation over the term 

of the License Agreement, we would owe the difference to GE in December 2018. 

  

We are expanding our relationship with GE to collaborate on mutual capabilities, and in December 2020, we entered 

into the current amendment to the License Agreement. The amendments following the second amendment expanded 

our product range, including smart, and added additional global territory rights. The License Agreement has been 

extended for an additional five years and expires on November 30, 2023. Pursuant to the third amendment, entered 

into September 2018, the approximate remaining $10.0 million Initial Royalty Obligation that was due on November 

30, 2018 was waived, and we agreed to pay GE an aggregate amount of $6.0 million, consisting of three annual 

installments of $2.0 million to be paid to GE in each of December 2018, 2019 and 2020. In December 2020, we 

entered into the current amendment, which restructured the royalty payment obligations due of approximately $4.4 

million, plus $0.7 million in interest. We agreed to pay a total of $5.1 million to GE in quarterly installments through 

December 2023, including $100,000 due December 2020, an aggregate of $500,000 due in four equal installments in 

2021, an aggregate of $1.2 million due in four equal installments in 2022 and an aggregate of $3.3 million due in four 

equal installments in 2023 (the “Minimum Payments”). In the event the Company receives significant funding rounds 

of at least $50.0 million in funding, it is required to use a portion of such funding to pay certain amounts to GE. The 

Minimum Payments will be in addition to the royalty payments made to GE during the respective year, as set forth 

below. 

  

Royalty payments are due quarterly, using a December 1 – November 30 contract year and based upon the prior 

quarter’s sales. Royalty payments will be paid from sales of GE branded product subject to the following repayment 

schedule: 

  

Net Sales in Contract Year   

Percentage of 

Contract Year Net 

Sales owed to GE   

$0 to $50,000,000     7 % 

$50,000,001 to $100,000,000     6 % 

$100,000,000+     5 % 

  

The Company made payments of $260,332 and $243,726 for the years ended December 31, 2020 and 2019, 

respectively. 

  

As of December 31, 2020 and 2019, the outstanding balance of the aggregate Minimum Payment was $4,338,000 and 

$4,425,507, respectively. 

  

Minimum future payment obligations are approximately as follows: 

  

Year   

Minimum 

Obligation   

2021   $ 500,000   

2022     1,200,000   

2023     2,638,000   

Thereafter     —   

Total principal payments   $ 4,338,000   
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NOTE 8 ACCRUED EXPENSES 

  

Accrued expenses consisted of the following: 

  

    December 31,   

    2020     2019   

Accrued interest, convertible notes   $ 13,621     $ —   

Accrued wages     345,000       —   

    $ 358,621     $ —   

  

Accrued wages 

  

Various members of management agreed to defer portions of their wages since the onset of the COVID-19 pandemic 

in 2020. As of December 31, 2020, the Company owed $345,000 in such deferred wages owed for services which are 

included in the accrued expenses on the accompanying balance sheet. 

  

Accrued interest, convertible notes 

  

Refer to Note 6(d) Convertible Notes. 

  

NOTE 9 INCOME TAXES  

  

Income taxes are provided for the tax effects of transactions reported in the financial statements and consist of taxes 

currently due. Deferred taxes relate to differences between the basis of assets and liabilities for financial and income 

tax reporting which will be either taxable or deductible when the assets or liabilities are recovered or settled. 

  

At December 31, 2020, the Company had a net operating loss carryforward of approximately $58,878,560 available 

to offset future taxable income indefinitely. Utilization of future net operating losses may be limited due to potential 

ownership changes under Section 382 of the Internal Revenue Code. 

  

At December 31, 2019, the Company had a net operating loss carryforward of approximately $50,010,799 available 

to offset future taxable income indefinitely. Utilization of future net operating losses may be limited due to potential 

ownership changes under Section 382 of the Internal Revenue Code. 

  

In assessing the realization of deferred tax assets, management considers whether it is more likely than not that some 

portion or all of the deferred income tax assets will not be realized. The ultimate realization of deferred income tax 

assets is dependent upon the generation of future taxable income during the periods in which those temporary 

differences become deductible. Management considers the scheduled reversal of deferred income tax liabilities, 

projected future taxable income, and tax planning strategies in making this assessment. Based on consideration of 

these items, management has determined that enough uncertainty exists relative to the realization of the deferred 

income tax asset balances to warrant the application of a full valuation allowance as of December 31, 2020 and 2019. 

  

The effects of temporary differences that gave rise to significant portions of deferred tax assets at December 31, 

2020 and December 31, 2019 were approximately as follows: 

  

    

December 31, 

2020     

December 31, 

2019   

Net operating loss carryforward   $ 58,878,560     $ 50,010,799   

Gross Deferred Tax Assets     14,989,304       12,731,749   

Less Valuation Allowance     (14,989,304 )     (12,731,749 ) 

Total Deferred Tax Assets – Net   $ —     $ —   

  

There was no income tax expense for the years ended December 31, 2020 and 2019 due to the Company’s net losses. 
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The Company’s tax expense differs from the “expected” tax expense for the years ended December 31, 2020 and 

December 31, 2019, computed by applying the Federal Corporate tax rate of 21% to loss before taxes (35% for 2016 

and prior) and 3.535% for Florida State Corporate Taxes (4.458% for 2020 and 2019). 

  

    

December 31, 

2020     

December 31, 

2019   

Computed “expected” tax expense (benefit) – Federal   $ (12,364,498 )   $ (10,502,268 ) 

Computed “expected” tax expense (benefit) – State     (2,624,806 )     (2,229,481 ) 

Derivative expense     —       —   

Change in Fair Value of Embedded Derivative     —       —   

Loss/(Gain) on Debt Extinguishment     —       —   

Change in valuation allowance     14,989,304       12,731,749   

    $ —     $ —   

  

NOTE 10 RELATED PARTY TRANSACTIONS 

  

Convertible Notes Due to Related Parties 

  

Convertible Notes due to Related Parties represent amounts provided to the Company from two directors and the Chief 

Executive Officer of the Company, as well as a greater than 5% investor. See Note 6 under “d) Convertible Notes” 

for additional information regarding the convertible notes. As of December 31, 2020, the outstanding balance on the 

Convertible Promissory Notes was $1,250,000 plus accrued interest of $13,621. 

  

Newbridge Securities Corporation  

  

In October 2018, the Company entered into an investment banking agreement with Newbridge Securities Corporation, 

pursuant to which Newbridge Securities Corporation agreed to provide business development, consulting and advisory 

services, including capital raising and placement agency services, to the Company. This agreement is renewed 

periodically and remains in effect as of December 31, 2020. Leonard J. Sokolow, a member of the Company’s board 

of directors, is the Chief Executive Officer and President of Newbridge Financial, Inc. and Chairman of Newbridge 

Securities Corporation, its broker dealer subsidiary. In connection with entering into the agreement, the Company paid 

Newbridge Securities Corporation a $25,000 fee and agreed to issue shares of common stock equal to $50,000, which 

were paid as of December 31, 2020. 

  

Pursuant to the agreement, the Company agreed to pay placement agent fees equal to 8.0% of the gross purchase price 

upon closing of sales of the Company’s equity securities and 4.0% upon closing of any line of credit, secured or 

unsecured term loan or other non-convertible debt facility arranged by Newbridge Securities Corporation for the 

Company. Upon the closing of any such equity or debt transaction, the Company agreed to issue to Newbridge 

Securities Corporation, or its permitted assigns, warrants to purchase: (i) in an equity transaction, 10% of the sum of 

(A) the number of shares of common stock issued by the Company and (B) the number of shares of common stock 

issuable by the Company upon the exercise or conversion of convertible securities issued; and (ii) in a debt transaction, 

10% of the facility amount, divided by a per share price equal to the last equity, warrants or options issued by the 

Company at the time of closing. The agreement further provides, among other things, that such warrants will contain 

provisions providing for cashless exercise, price protection and piggyback registration rights and will not be callable 

or redeemable by the Company. 

  

The agreement also provides for sales commission with respect to certain agreements, including territorial licenses, 

marketing agreements and commercial contracts. If the transaction is with an organization located, identified or 

introduced by Newbridge Securities Corporation, the Company is required to pay Newbridge Securities Corporation 



a $75,000 fee at closing, plus 1% of the net revenues received by the Company, payable quarterly during the contract’s 

term. If the Company requested Newbridge Securities Corporation assist with closing the transaction, the Company 

is required to pay Newbridge Securities Corporation a $50,000 fee at closing, plus 0.25% of the net revenues received 

by the Company, payable quarterly for the lesser of five years or the contract’s term. 
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Pursuant to the agreement, as of December 31, 2020, the Company has paid Newbridge Securities Corporation an 

aggregate of $119,432 in placement agent fees (not including expenses). In March 2021, effective as of December 31, 

2020, the Company issued 10,000 shares to Newbridge Securities Corporation and its affiliates pursuant to the 

agreement, of which Newbridge Securities Corporation received 3,600 shares and Mr. Sokolow received 4,500 shares. 

In addition, on December 31, 2020, the Company issued three-year warrants to purchase an aggregate of up to 14,375 

shares of common stock at an exercise price of $12.00 per share (subject to adjustment, including in the event of 

certain subsequent equity sales by the Company) (the “Newbridge Warrants”), including warrants to purchase up 

5,674 shares and 4,469 shares issued to Newbridge Securities Corporation and Mr. Sokolow, respectively. The 

Newbridge Warrants may be exercised, in whole or in part, at any time on or prior to December 31, 2023. Among 

other terms, the Newbridge Warrants provide for cashless exercise of the Newbridge Warrants if, after December 31, 

2021, there is no effective registration statement registering the shares of common stock issuable upon exercise of the 

Newbridge Warrants. In addition, the Newbridge Warrants contain certain piggyback registration rights, such that, if 

the Company registers any of its securities either for its own account or for the account of other security holders, the 

holders of the Newbridge Warrants are entitled to include their shares in the registration. Subject to certain exceptions, 

if the offering is being underwritten, the Company and the underwriters may limit the number of shares included in 

the underwritten offering if the underwriters believe that including such shares would adversely affect the offering. 

  

Other Options and Warrants 

  

In May 2018, effective April 19, 2017, the Company granted an option to purchase 100,000 shares of common stock 

to Steven Siegelaub, of which 50,000 options have an exercise price of $3.00 per share and vested on June 30, 2017 

and 50,000 options have an exercise price of $4.00 per share and vested on December 31, 2017. Such options were 

granted under the 2015 Plan and expire in April 2027. Mr. Siegelaub, together with his affiliates, is a greater than 5% 

holder of the Company’s common stock. 

  

In September 2018, Enterprise 2013, LLC exercised in full a warrant received in May 2014 connection with a previous 

private placement and acquired 185,208 shares of common stock at an exercise price of $0.375 per share, for an 

aggregate purchase price of $69,453. As the managing member of Enterprise 2013, LLC, Mr. Siegelaub may be 

deemed to the beneficial owner of the shares held by such entity. 

  

In October 2018 and November 2018, Strul Associates Limited Partnership exercised in full a warrant purchased in a 

May 2016 private placement and acquired 1,000,000 and 350,000 shares of common stock, respectively, at an exercise 

price of $3.00 per share, for an aggregate purchase price of $4,050,000. Strul Associates Limited Partnership is a 

greater than 5% holder of the Company’s common stock. 

  

In December 2018 and May 2019, Dov Shiff exercised in full a warrant purchased in a May 2014 private placement 

and acquired 533,334 and 1,156,666 shares of common stock, respectively, at an exercise price of $0.375 per share. 

Of the aggregate shares acquired, 1,250,000 shares were issued to Mr. Shiff and 20,000 shares were issued to Mr. 

Shiff’s spouse, with the remaining shares issued to other individuals. Mr. Shiff is a member of the Company’s board 

of directors. 

  

In May 2019, Safety Investors 2014, LLC exercised in full a warrant purchased in a May 2014 private placement and 

acquired 650,000 shares of common stock at an exercise price of $0.375 per share, for an aggregate purchase price of 

$243,750. As the managing member of Safety Investors 2014, LLC, Mr. Siegelaub may be deemed to the beneficial 

owner of the shares held by such entity. 

  



In May 2019, Investment 2013 LLC exercised in full a warrant purchased in a November 2013 private placement and 

acquired 194,132 shares of common stock at an exercise price of $0.375 per share, for an aggregate purchase price of 

$72,800. As the managing member of Investment 2013 LLC, Mr. Siegelaub may be deemed to the beneficial owner 

of the shares held by such entity. 

  

In June 2020, the Company issued a three-year volume warrant to purchase up to 1,125,000 shares of common stock 

to Strul Associates Limited Partnership, pursuant to a May 2016 private placement. The exercise price was $3.00 if 

exercised prior to June 1, 2021, $3.25 if exercised on or after June 1, 2021 and prior to June 1, 2022 and $3.50 if 

exercised on or after June 1, 2022 through June 1, 2023 (in each case, subject to adjustment, including in the event of 

certain subsequent equity sales by the Company). The warrant was exercisable in whole or in part at any time prior to 

or on June 1, 2023. In December 2020, Strul Associates Limited Partnership exercised the warrant in full and acquired 

an aggregate of 1,012,500 shares of common stock, including 675,000 shares of common stock for an aggregate 

purchase price of $2,025,000 and a net total of 337,500 shares of common stock pursuant to a cashless exercise of the 

remainder of the warrant. 
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NOTE 11 STOCKHOLDERS’ DEFICIT 

  

(A) Common Stock 

  

For the years ended December 31, 2020 and 2019, the Company issued the following Common Stock: 

  

Transaction Type       

Qty 

Shares 

Issued     

Qty 

Shares to 

be Issued     

Valuation 

$ (Issued)     

Valuation 

$ (To be 

Issued)     

Range 

of 

Value 

Per 

Share   

2019 Equity Transactions                                   
Common stock issued pursuant to chairman 

agreement     (2)     —       1,020,000     $ —     $ 3,060,000     $ 3.00   

Common stock issued per employee 

agreement     (2)     —       1,187,998       —       3,720,000       3.13   

Common stock issued per employee 

agreement     (2)     170,000       —       510,000       —       3.00   

Common stock issued pursuant to director 

compensation policy     (1)     212,000       —       636,000       —       3.00   

Common stock issued per exercise of warrants     (3)     100,000       —       37,500       —       0.38   

Common stock issued per exercise of warrants     (3)     650,000       —       243,750       —       0.38   

Common stock issued per exercise of warrants     (3)     1,156,666       —       433,750       —       0.38   

Common stock issued per exercise of warrants     (3)     650,000       —       243,750       —       0.38   

Common stock issued per exercise of warrants     (3)     194,132       —       72,800       —       0.38   

Common stock issued per exercise of warrants     (3)     60,000       —       105,000       —       1.75   

Common stock issued per PPM     (5)     245,834       —       2,950,004       —       12.00   

Common stock issued for services     (2)     105,000       —       315,000       —       3.00   

Common stock issued to joint venture partner     (6)     333,333       —       999,999       —       3.00   

Common stock issued per consulting 

agreement     (2)     100,000       —       300,000       —       3.00   

Common stock issued for the cashless exercise 

of options     (4)     231,250       —       37,620       —       —   



Total 2019 Equity Transactions           4,208,215       2,207,998     $ 6,885,173     $ 6,780,000     $ 

0.375 

– 

12.00   

                                                

2020 Equity Transactions                                               
Common stock issued per PPM     (5)     8,334       —     $ 100,009     $ —     $ 12.00   

Common stock issued per exercise of warrants     (3)     1,012,500       —       2,025,000       —       2.00   

Common stock issued pursuant to director 

compensation policy     (1)     —       156,000       —       468,000       3.00   

Common stock issued pursuant to chairman 

agreement     (2)     —       120,000       —       360,000       3.00   

Common stock issued per employee 

agreement     (2)     214,000       30,000       642,000       90,000       3.00   

Common stock issued per consulting 

agreement     (2)     6,834       90,158       72,508       270,474       3.54   

Common stock issued to joint venture partner     (6)     333,333       —       999,999       —       3.00   

Common stock issued per placement 

agreement, Newbridge     (5)     —       3,600       —       43,200       12.00   

Common stock issued per placement 

agreement, contractors     (5)     —       6,400       —       76,800       12.00   

Total 2020 Equity Transactions           1,575,001       406,158     $ 3,839,516     $ 1,308,474       

 $ 

1.80 – 

12.00   
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The following is a more detailed description of the Company’s stock issuances from the table above: 

  

(1) Shares Issued or Issuable to the Board of Directors 

  

Pursuant to the Company’s director compensation policy, in December 2019, the Company (a) issued to its non-

employee directors a total of 200,000 shares of its common stock valued at $3.00 per share for participating in meetings 

of the Board of Directors for years 2016, 2017 and 2018; and (b) issued to the Company’s Audit Committee Chair a 

total of 12,000 shares of its common stock valued at $3.00 per share for services performed in years 2016, 2017 and 

2018. 

  

Pursuant to the Company’s director compensation policy, in January 2020, the Company incurred an obligation to 

issue to (a) its non-employee directors a total of 80,000 shares of its common stock valued at $3.00 per share for 

participating in meetings of the Board of Directors for year 2019; and (b) its Audit Committee Chair 8,000 shares of 

its common stock valued at $3.00 per share for services performed in year 2019. As of December 31, 2020, such 

shares had not been issued by the Company. 

  

Pursuant to the Company’s director compensation policy, in December 2020, the Company incurred an obligation to 

issue to its non-employee directors a total of 60,000 shares of its common stock valued at $3.00 per share for 

participating in meetings of the Board of Directors for year 2020, and an obligation to issue to its Audit Committee 

Chair 8,000 shares of its common stock valued at $3.00 per share for services performed in year 2020. As of December 

31, 2020, such shares had not been issued by the Company. 

  

(2) Shares Issued or Issuable to Executives, Employees, Consultants and Service Providers 

  

On January 1, 2019, the Company incurred an obligation to issue to its Executive Chairman a total of 1,020,000 shares 

of its common stock valued at $3.00 per share pursuant to the prior chairman agreement. On January 1, 2020, the 



Company incurred an obligation to issue to its Executive Chairman a total of 120,000 shares of its common stock 

valued at $3.00 per share pursuant to the prior chairman agreement. As of December 31, 2020, such shares had not 

been issued by the Company. 

  

During 2019, the Company incurred an obligation to issue to employees a total of 1,187,998 shares of its common 

stock valued at $3.00 per share pursuant to employment agreements. 

  

During 2019, Company issued a total of 105,000 shares of its common stock valued at $3.00 per share to a service 

provider for services received. 

  

During 2019, the Company issued a total of 270,000 shares of its common stock valued at $3.00 per share to employees 

and consultants of the Company, pursuant to employment and consulting agreements, for services received. 

  

During 2020, the Company issued a total of 214,000 shares of its common stock valued at $3.00 per share to 

employees, pursuant to employment agreements, for services received. Also during 2020, the Company incurred an 

obligation to issue to employees of the Company, pursuant to employment agreements, a total of 30,000 shares of its 

common stock valued at $3.00 per share; as of December 31, 2020, such shares had not been issued by the Company. 
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During 2020, the Company issued a total of 6,834 shares of its common stock valued at $3.54 per share to consultants 

of the Company, pursuant to agreements for consulting services, for services received. Also during 2020, the Company 

incurred an obligation to issue to consultants of the Company, pursuant to agreements for consulting services, a total 

of 90,158 shares of its common stock valued at $3.00 per share; as of December 31, 2020, such shares had not been 

issued by the Company. 

  

(3) Shares Issued Pursuant to Warrants Exercised 

  

In June 2019, the Company issued 2,556,666 shares of its common stock upon exercise in full of a warrant having an 

exercise price of $0.375 per share, and the Company received gross proceeds of $958,750. 

  

In December 2019, the Company issued 194,132 shares of its common stock upon exercise in full of a warrant having 

an exercise price of $0.375 per share, and the Company received gross proceeds of $72,800. 

  

In December 2019, the Company issued 30,000 shares of its common stock upon partial exercise of a warrant having 

an exercise price of $3.50 per share, and the Company received gross proceeds of $105,000. 

  

In December 2019, the Company issued 30,000 shares of its common stock upon a partial cashless exercise in full of 

warrants exercisable at $3.50 per share. 

  

In December 2020, an investor in the Company exercised in full 1,125,000 warrants to purchase common stock at 

$3.00 per share into (a) 337,500 shares of common stock by cashless exercise; and (b) 675,000 shares of common 

stock at $3.00 per share, and the Company received gross proceeds of $2,025,000. The total number of shares of 

common stock were not issued until January 2021, at which time the Company issued 1,012,500 shares of common 

stock to the investor. 

  

(4) Shares Issued Pursuant to Options Exercised 

  

In December 2019, the Company issued 231,250 shares of its common stock upon a cashless exercise of 250,000 

options exercisable at $0.375 per share. 

  

(5) Shares Issued to Investors and Placement Agent in Connection with Offering 

  



On November 21, 2019, the Company completed a first closing of its private placement offering of shares of its 

common stock at $12.00 per share, pursuant to which the Company received gross proceeds of $2,000,000, and in 

December 2019 issued at total of 166,667 shares of its common stock to investors. 

  

On December 6, 2019, the Company completed a second closing of its private placement offering of shares of its 

common stock at $12.00 per share, pursuant to which the Company received gross proceeds of $599,996, and in 

December 2019 issued a total of 50,000 shares of its common stock to investors. 

  

On December 31, 2019, the Company completed a third closing of its private placement offering of shares of its 

common stock at $12.00 per share, pursuant to which the Company received gross proceeds of $350,00, and in January 

2020 issued a total of 29,167 shares of its common stock to investors. 

  

On June 16, 2020, the Company completed a fourth closing of its private placement offering of shares of its common 

stock at $12.00 per share, pursuant to which the Company received gross proceeds of $100,009, and in June 2020 

issued a total of 8,334 shares of its common stock to investors. 

  

Upon completion of the above closings of the Company’s private placement offering of shares of its common stock 

at $12.00 per share, the Company incurred an obligation to issue to the placement agent, Newbridge Securities 

Corporation, a total of 10,000 shares of its common stock valued at $12.00 per share, of which Newbridge Securities 

Corporation directed the Company to issue 3,600 shares of the common stock to Newbridge Securities Corporation 

and the remaining 6,400 shares of the common stock to employees and consultants of Newbridge Securities 

Corporation. As of December 31, 2020, all such shares had not been issued by the Company. 
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(6) Shares Issued to Joint Venture Partner 

  

In each of March 2019 and August 2020, the Company issued 333,333 shares of its common stock valued at $3.00 

per share, for an aggregate issuance of 666,666 shares of its common stock, to a joint venture partner pursuant to a 

2018 agreement. 

  

(B) Preferred Stock  

  

The following is a summary of the Company’s Preferred Stock activity: 

  

Transaction Type   Quantity     Valuation     Value per Share   

Preferred Stock Balance at 2018     13,456,936     $ 3,364,233     $ 0.25   

2019 Preferred Stock Transactions     —       —       —   

Total 2019 Preferred Stock Transactions     —     $ —     $ —   

Preferred Stock Balance at 2019     13,456,936     $ 3,364,233     $ 0.25   

2020 Preferred Stock Transactions     —       —       —   

Total 2020 Preferred Stock Transactions     —     $ —     $ —   

Preferred Stock Balance at 2020     13,456,936     $ 3,364,233     $ 0.25   

  

In accordance with the August 2016 Elections, the Company has issued 13,456,936 shares of 6% Preferred Stock in 

exchange for Notes having a principal balance of $3,364,233. The Preferred Stock will be convertible upon the election 

of the holder thereof. Shares of the Preferred Stock may be repurchased by the Company upon 30 days’ prior written 

notice, in whole or in part, for USD $3.50 per share, provided that during such notice period the holder will continue 

to have the option and right to convert its shares of Preferred Stock into shares of Common Stock. Holders also have 

a put option, allowing them to sell their shares of Preferred Stock back to the Company at USD $0.25 per share, the 

Note conversion price, and therefore the stock is classified as Mezzanine equity rather than permanent equity. For the 



years ended December 31, 2020 and 2019, the Company paid dividends in the amount of $130,206 to the Preferred 

Stock shareholders. 

  

Redeemable preferred stock subject to redemption: $0 par value; 20,000,000 shares authorized; 13,456,936 at 

December 31, 2020 and 2019. 

  

(C) Stock Options  

  

The following is a summary of the Company’s stock option activity: 

  

    Options     

Weighted 

Average 

Exercise 

Price     

Weighted 

Average 

Remaining 

Contractual 

Life (In 

Years)     

Aggregate 

Intrinsic 

Value   

Balance, December 31, 2018     7,075,000     $ 0.85       1.78     $ 9,092,250   

Exercised/Expired     (450,000 )     0.38       —       (168,750 ) 

Granted     205,000       3.47       4.20       —   

Forfeited/Cancelled     —       —       —       —   

Balance, December 31, 2019     6,830,000     $ 2.02       5.81     $ 8,923,500   

Exercised/Expired     (450,000 )     4.78       —       (168,750 ) 

Granted     6,329,500       0.38       4.20       —   

Forfeited/Cancelled     (55,000 )     —       —       —   

Balance, December 31, 2020     12,654,500     $ 3.28       4.25     $ 8,754,750   

  

The Company has issued, or the Company’s Board of Directors has authorized grants of, options, some of which have 

vested, to purchase shares of Common Stock through its 2015 Plan and/or 2018 Plan. The Company has issued options 

to purchase, in the aggregate, up to 7,075,000 shares of options to purchase shares of Common Stock, in conjunction 

with its 2015 Plan, 2018 Plan, agreements or otherwise. The Company has reserved 6,061,667 shares with the transfer 

agent for the future issuance for shares of Common Stock associated with options issued. 
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Also on or about May 14, 2018, the Company granted non-qualified stock options to purchase up to 600,000 shares 

of Common Stock under the 2018 Plan at $5.00 per share (with 100,000 vested and the remaining amounts vesting in 

accordance with performance standards), but has not yet executed a stock option agreement; therefore, such grant has 

not been deemed issued and has not yet been included in the table above. 

  

The fair value of share options and similar instruments is estimated on the date of grant using a Black-Scholes. Refer 

to the footnote above – Stock-based compensation. The range of inputs used by the Company are as follows: 

  

At December 31, 2020 and 2019, the Black-Scholes model calculations included stock price on the date of 

measurement ranging from $3.00 - $3.00, exercise price with a range of $3.00 - $12.00, a term ranging from 1.3 years 

to 7.5 years, computed volatility with a range of 34% to 82%, and a discount rate ranging from .09% to 2.49%. 

  

The Company recognized compensation expense related to the vesting of options. Value of options for the year ended 

December 31: 

  

Compensation expense related to vesting options   2020     2019   

Options expense pursuant to chairman agreement   $ 897,063     $ —   

Options expense pursuant to director compensation policy     412,825       140,727   



Option expense pursuant to executive compensation agreement     15,476       —   

Option expense pursuant to employee and consulting agreement     840,083       97,780   

    $ 2,165,447     $ 238,507   

  

(D) Warrants Issued  

  

The following is a summary of the Company’s warrant activity: 

  

    

Number of 

Warrants     

Weighted Average 

Exercise Price   

Balance, December 31, 2018     5,108,456     $ —   

Issued     —       —   

Exercised     2,810,800       —   

Forfeited/Cancelled     (6,301,216 )     —   

Balance, December 31, 2019     1,618,040     $ 3.20   

Issued     1,139,375       3.11   

Exercised     1,125,000       —   

Forfeited/Cancelled     (30,000 )     —   

Balance, December 31, 2020     1,602,415     $ 3.24   

  

(E) 2015 Stock Plan 

  

On April 27, 2015, the Board approved the Company’s 2015 Stock Incentive Plan (the “2015 Plan”), and effective 

July 31, 2016, a majority of the Company’s shareholders approved the 2015 Plan. Under the 2015 Plan, the Board has 

the sole authority to implement, interpret, and/or administer the 2015 Plan unless the Board delegates all or any portion 

of its authority to implement, interpret, and/or administer the 2015 Plan to a committee of the Board, or (ii) the 

authority to grant and administer awards under the 2015 Plan to an officer of the Company. The 2015 Plan relates to 

the issuance of up to 5,000,000 shares of Common Stock, subject to adjustment, and shall be effective for ten (10) 

years, unless earlier terminated. Certain options to be granted to employees under the 2015 Plan are intended to qualify 

as Incentive Stock Options (“ISOs”) pursuant to Section 422 of the Internal Revenue Code of 1986, as amended, while 

other options granted under the 2015 Plan will be nonqualified options not intended to qualify as Incentive Stock 

Options ISOs (“Nonqualified Options”), either or both as provided in the agreements evidencing the options described. 

The 2015 Plan was replaced by the 2018 Plan (as defined below). 
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(F) 2018 Stock Plan 

  

On April 26, 2018, the Board approved the Company’s 2018 Stock Incentive Plan, which was amended and restated 

on August 30, 2019 (the “2018 Plan”). Under the 2018 Plan, the Board has the sole authority to implement, interpret, 

and/or administer the 2018 Plan unless the Board delegates all or any portion of its authority to implement, interpret, 

and/or administer the 2018 Plan to a committee of the Board, or (ii) the authority to grant and administer awards under 

the 2018 Plan to an officer of the Company. The 2018 Plan relates to the issuance of up to 5,000,000 shares of Common 

Stock, subject to adjustment, and shall be effective for ten (10) years, unless earlier terminated. As of December 31, 

2020, up to 456,317 shares of Common Stock were available for issuance (not granted) under the 2018 Plan. 

  

NOTE 12 COMMITMENTS 

  

(A) Operating Lease  

  

On September 23, 2020, the Company entered into a 12-month real property lease for office space at $2,175 per month. 

The Company expenses such payment as rent expense in the period incurred. 



  

Minimum future rent obligations are approximately as follows: 

  

Year   

Minimum 

Obligation   

2021   $ 19,575   

Thereafter     —   

    $ 19,575   

  

(B) Executive Employment Agreements  

  

John P. Campi (Chief Executive Officer and Chief Financial Officer) 

  

Effective September 1, 2019, the Company entered into an Executive Employment Agreement with John Campi, its 

Chief Executive Officer and Chief Financial Officer (the “Campi Agreement”), which superseded Mr. Campi’s 

previous employment agreement effective September 1, 2016. The Campi Agreement provided for an initial term of 

one year, which expired August 31, 2020. The term may be, and has been, renewed by the mutual agreement of Mr. 

Campi and the Company. Subject to other customary terms and conditions of such agreements, the Campi Agreement 

provides that Mr. Campi will receive: (i) a base salary of $150,000 per year, which may be adjusted each year at the 

discretion of the board; (ii) a sign-on bonus of a stock option to purchase 120,000 shares of common stock at an 

exercise price of $6.00 per share, which vested in its entirety on December 31, 2020; (iii) incentive compensation 

consisting of (a) a cash component, paid on an annual basis, equal to (x) 0.25% of the Company’s annual gross revenue 

and (y) 3.0% of the Company’s annual net income, and (b) a stock option component, consisting of five-year options 

to purchase shares of common stock in an amount equal to 0.5% of the Company’s quarterly net income, the exercise 

price of which will be determined at the time such options are granted. Mr. Campi is also entitled to receive expense 

reimbursement for reasonable expenses, including travel and entertainment, incurred in the performance of his duties. 

  

Pursuant to the Campi Agreement, Mr. Campi may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement, theft or neglect of or refusal to substantially perform the duties of his employment that is materially 

injurious to the financial condition or business reputation of the Company; a material violation of the Campi 

Agreement by Mr. Campi that is not cured within 30 days of written notice; and Mr. Campi’s death, disability or 

incapacity. Following the expiration of the initial term, the Campi Agreement may be terminated by the board of 

directors at its discretion, in which case Mr. Campi will receive a payment equal to 50% of his then-applicable annual 

base salary. In addition, Mr. Campi may terminate the Campi Agreement at his discretion by providing at least 30 

days’ prior written notice to the Company. 
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In the event the Company is acquired, is the non-surviving entity in a merger or sells all or substantially all of its 

assets, the Campi Agreement will survive, and the Company will use its best efforts to ensure that the transferee or 

surviving company is bound by the provisions of the Campi Agreement. All shares granted will vest immediately. 

  

Rani R. Kohen (Executive Chairman) 

  

Effective September 1, 2019, the Company entered into an Executive Chairman Agreement with Rani R. Kohen (as 

amended, the “Chairman Agreement”) to serve as the Company’s Executive Chairman and Chairman of the board of 

directors, which superseded Mr. Kohen’s previous chairman agreement effective September 1, 2016. The Chairman 

Agreement provides that Mr. Kohen will serve for an initial term of three years and that the Chairman Agreement will 

automatically renew unless Mr. Kohen or the board of directors decide otherwise. 

  

Subject to other customary terms and conditions of such agreements, the Chairman Agreement provides that Mr. 

Kohen will receive: (i) a base salary of $250,000 per year, which will be increased by the Company in the event the 



Company has a significant cash raise; (ii) annual equity compensation consisting of an option to purchase 340,000 

shares of common stock at an exercise price of $6.00 per share, which will vest one year following the date of grant 

(subject to certain exceptions) and will have a five-year term; (iii) a sign-on bonus stock option to purchase 120,000 

shares of common stock at an exercise price of $6.00 per share, which vested in its entirety on January 1, 2020 and 

has a five-year term; (iv) supplemental bonus compensation of stock options to purchase up to 6,000,000 shares of 

common stock at an exercise price ranging between $6.00 and $8.00 per share, determined based on the achievement 

of specified market capitalizations of the Company, as described further below, which will have a five-year term; (v) 

supplemental bonus compensation of stock options to purchase up to 4,000,000 shares of common stock at an exercise 

price ranging between $3.00 and $5.00 per share, determined based on the achievement of specified market 

capitalizations of the Company, as provided by the previous chairman agreement and described further below; and 

(vi) incentive compensation equal to 0.5% of the Company’s gross revenue, which will be paid in cash, stock and/or 

options on an annual basis. 

  

Mr. Kohen is eligible for the following supplemental bonus compensation under the Chairman Agreement: (i) options 

to purchase 500,000 shares of common stock at an exercise price of $6.00 per share, upon the Company achieving 

each of the following market capitalizations: $500.0 million, $1.0 billion, $1.5 billion and $2.0 billion; (ii) options to 

purchase 500,000 shares of common stock at an exercise price of $7.00 per share, upon the Company achieving each 

of the following market capitalizations: $3.0 billion, $4.0 billion, $5.0 billion and $6.0 billion; and (iii) options to 

purchase 500,000 shares of common stock at an exercise price of $8.00 per share, upon the Company achieving each 

of the following market capitalizations: $7.0 billion, $8.0 billion, $9.0 billion and $10.0 billion. Mr. Kohen 

additionally remains eligible to receive the following supplemental bonus compensation, pursuant to the prior 

chairman agreement: (i) options to purchase 500,000 shares of common stock at $3.00 per share, upon the Company 

achieving each of the following market capitalizations: $300.0 million, $500.0 million and $750.0 million; (ii) options 

to purchase 500,000 shares of common stock at $4.00 per share, upon the Company achieving each of the following 

market capitalizations: $1.0 billion, $1.5 billion and $2.0 billion; and (iii) options to purchase 500,000 shares of 

common stock at $5.00 per share, upon the Company achieving each of the following market capitalizations: $2.5 

billion and $3.0 billion. As of December 31, 2020, the following options have vested: (i) options to purchase 1.5 

million shares at an exercise price of $3.00 per share, (ii) options to purchase 500,000 shares at an exercise price of 

$4.00 per share; and (iii) options to purchase 1.0 million shares at an exercise price of $6.00 per share. 

  

Mr. Kohen is also entitled to receive a car allowance of $1,000 per month, reimbursement for cell phone costs and 

expense reimbursement for reasonable expenses, including travel and entertainment, incurred in the performance of 

his duties. In addition, in the event Mr. Kohen invents additional new products and applications for the Company, 

including products based on the Company’s existing intellectual property, Mr. Kohen will be entitled to receive 

additional compensation, which will be determined by the board of directors. 
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Pursuant to the Chairman Agreement, Mr. Kohen may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement or theft; a material violation of the Chairman Agreement by Mr. Kohen that is not cured within 60 days 

of written notice; and Mr. Kohen’s death, disability or incapacity. During the initial term of the Chairman Agreement, 

if Mr. Kohen is terminated without cause, (i) the Company will pay Mr. Kohen an amount calculated by multiplying 

Mr. Kohen’s monthly salary at the time of such termination by the number of months remaining in the initial term; 

(ii) Mr. Kohen’s annual equity compensation will vest on a pro rata basis; and (iii) Mr. Kohen will receive full payment 

of all unpaid incentive compensation. Following the expiration of the initial term, the Chairman Agreement may be 

terminated by the board of directors at its discretion, in which case Mr. Kohen will receive full payment for all 

incentives and will be entitled to compensation for his invented products. Mr. Kohen may terminate the Chairman 

Agreement at his discretion by providing at least 90 days’ prior written notice to the Company. In the event Mr. 

Kohen’s employment is terminated by reason of his death, the Company will pay Mr. Kohen’s beneficiaries 12 months 

of Mr. Kohen’s base salary or Mr. Kohen’s base salary through the remainder of the year in which Mr. Kohen’s death 

occurs, whichever is greater, and all annual stock compensation, incentive compensation and supplemental bonus 

compensation due to Mr. Kohen will be bequeathed to his beneficiaries. 

  



In the event the Company is acquired, is the non-surviving party in a merger or sells all or substantially all of its assets, 

the Chairman Agreement will not be terminated, and the Company will ensure that the transferee or surviving company 

is bound by the provisions of the Chairman Agreement. All shares granted and any other compensation will vest and 

be paid immediately. 

  

Patricia Barron (Chief Operations Officer) 

  

Effective September 1, 2019, the Company entered into an Executive Employment Agreement with Patricia Barron, 

its Chief Operations Officer (the “Barron Agreement”), which superseded Ms. Barron’s previous employment 

agreement effective July 1, 2016. The Barron Agreement provided for an initial term of one year, which term may be, 

and has been, renewed by the mutual agreement of Ms. Barron and the Company. Subject to other customary terms 

and conditions of such agreements, the Barron Agreement provides that Ms. Barron will receive: (i) a base salary of 

$150,000 per year, which may be adjusted each year at the discretion of the board; (ii) a sign-on bonus of a stock 

option to purchase 100,000 shares of common stock at an exercise price of $6.00 per share, which vested in its entirety 

on December 31, 2020; and (iii) cash incentive compensation equal to 0.25% of the Company’s net revenue, payable 

on an annual or quarterly basis. Ms. Barron is also entitled to receive expense reimbursement for reasonable expenses, 

including travel and entertainment, incurred in the performance of her duties. 

  

Pursuant to the Barron Agreement, Ms. Barron may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement, theft or neglect of or refusal to substantially perform the duties of her employment that is materially 

injurious to the financial condition or business reputation of the Company; a material violation of the Barron 

Agreement by Ms. Barron that is not cured within 30 days of written notice; and Ms. Barron’s death, disability or 

incapacity. Following the expiration of the initial term, the Barron Agreement may be terminated by the board of 

directors at its discretion, in which case Ms. Barron will receive one month of her then-applicable annual base salary 

for every year of employment by the Company, as well as any unpaid incentive compensation. In addition, Ms. Barron 

may terminate the Barron Agreement at her discretion by providing at least 30 days’ prior written notice to the 

Company. 

  

In the event the Company is acquired, is the non-surviving entity in a merger or sells all or substantially all of its 

assets, the Barron Agreement will survive, and the Company will use its best efforts to ensure that the transferee or 

surviving company is bound by the provisions of the Barron Agreement. All shares granted will vest immediately. 

  

NOTE 13 CONCENTRATIONS 

  

Major Customers and Accounts Receivable 

  

The Company had certain customers whose revenue individually represented 10% or more of the Company’s total 

revenue, or whose accounts receivable balances individually represented 10% or more of the Company’s total accounts 

receivable, as follows: 

  

For the years ended December 31, 2020 and December 2019, three customers accounted for 88% and 93% of revenue, 

respectively. 
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At December 31, 2020, one customer accounted for 100% of accounts receivable. At December 31, 2019, three 

customers accounted for 97% of accounts receivable. Although the Company is directly affected by the financial 

condition of its customers, management does not believe significant credit risks existed at December 31, 2020. 

Generally, the Company does not require collateral or other securities to support its accounts receivable. All amounts 

were deemed collectible at December 31, 2020 and December 31, 2019 and accordingly, the Company had not 

incurred any bad debt expense at December 31, 2020 and December 31, 2019. 

  

Major Vendors 



  

The Company had two major vendors that accounted for approximately 95% of cost of sales, or $503,033 and 

$3,549,030, respectively, of cost of sales for the years ended December 31, 2020 and 2019. The Company expects to 

maintain this relationship with the vendors. 

  

NOTE 14 LEGAL PROCEEDINGS  

  

From time to time, we may become party to litigation or other legal proceedings that we consider to be a part of the 

ordinary course of our business. We are not currently involved in legal proceedings that could reasonably be expected 

to have a material adverse effect on our business, prospects, financial condition, or results of operations. 

  

NOTE 15 SUBSEQUENT EVENTS 

  

Transactions with Newbridge Securities Corporation and Bridge Line Ventures, LLC Series ST-1 

  

The Company and Bridge Line Ventures, LLC (a Related Party) Series ST-1 (“Bridge Line Ventures”), the manager 

of which is Bridge Line Advisors, LLC, of which Leonard J. Sokolow, a member of the Company’s board of directors, 

is Chief Executive Officer and President, entered into the following stock purchase agreements (collectively, the 

“Bridge Line SPAs”): 

  

  ● Stock Purchase Agreement, dated February 26, 2021, as amended March 30, 2021, June 30, 2021 and August 

31, 2021, pursuant to which Bridge Line Ventures purchased 25,373 shares of common stock at a purchase 

price per share of $12.00.  

      

  ● Stock Purchase Agreement, dated March 30, 2021, as amended April 30, 2021, June 30, 2021 and August 

31, 2021, pursuant to which Bridge Line Ventures purchased 37,500 shares of common stock at a purchase 

price per share of $12.00. 

      

  ● Stock Purchase Agreement, dated April 30, 2021, as amended June 30, 2021 and August 31, 2021, pursuant 

to which Bridge Line Ventures purchased 2,084 shares of common stock at a purchase price per share of 

$12.00. 

      

  ● Stock Purchase Agreement, dated June 30, 2021, as amended August 31, 2021, pursuant to which Bridge 

Line Ventures purchased 150,000 shares of common stock at a purchase price per share of $12.00. 

      

  ● Stock Purchase Agreement, dated August 31, 2021, pursuant to which Bridge Line Ventures purchased 

16,667 shares of common stock at a purchase price per share of $12.00. 

  

Each of the Bridge Line SPAs contains substantially the same terms. Among other things, the Bridge Line SPAs 

contain anti-dilutive price protection measures, which apply for 24 months following the date of closing of the Bridge 

Line SPAs, subject to certain exceptions, and provide for certain piggyback registration rights, such that, subject to 

certain exceptions, including if the registration statement is for an initial public offering, if the Company registers any 

of its securities either for its own account or for the account of other security holders, Bridge Line Ventures is entitled 

to include its shares in the registration. Subject to certain exceptions, if the offering is being underwritten, the Company 

and the underwriters may limit the number of shares included in the underwritten offering if the underwriters believe 

that including such shares would adversely affect the offering. In addition, the Company may require Bridge Line 

Ventures agree to a six month lock-up of its shares following the effective date of the applicable registration statement. 
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The Bridge Line SPAs also contain a standstill provision pursuant to which Bridge Line Ventures agreed to certain 

restrictions related to the Company for three years following the effective date of each of the Bridge Line SPAs, 

including, among other things, prohibitions on, either alone or together with any other person, acquiring additional 



shares of the Company’s common stock or any of its assets, soliciting proxies or seeking representation on the 

Company’s board of directors, unless the Company agrees to such actions in writing. 

  

In addition, on each of June 30, 2021 and August 31, 2021, pursuant to the Bridge Line SPAs, Bridge Line Ventures 

received a three-year warrant to purchase up to 214,957 and 16,667 shares of the Company’s common stock, 

respectively, at an exercise price of $12.00 per share (subject to adjustment, including in the event of certain 

subsequent equity sales by the Company) (the “Bridge Line Ventures Warrants”). The Bridge Line Ventures Warrants 

may be exercised, in whole or in part, at any time on or prior to June 30, 2024 or August 31, 2024, respectively. 

Among other terms, the Bridge Line Ventures Warrants provide for cashless exercise of the Bridge Line Ventures 

Warrants if, after June 30, 2022 or August 31, 2022, respectively, there is no effective registration statement registering 

the shares of common stock issuable upon exercise of the Bridge Line Ventures Warrants. In addition, the Bridge Line 

Ventures Warrants contain certain piggyback registration rights, which are substantially the same as those provided 

in by the Bridge Line SPAs. 

  

An employee of Newbridge Securities Corporation provides services to the Company in connection with preparation 

for the Company’s initial public offering pursuant to an investment banking engagement agreement, entered into in 

May 2021, between the Company and Newbridge Securities Corporation, pursuant to which Newbridge Securities 

Corporation agreed to provide certain corporate advisory services. The agreement has a 12 month term, during which 

the Company will pay Newbridge Securities Corporation’s pre-approved expenses. The Company will also pay a 

$500,000 corporate advisory fee, in the form of restricted common stock, upon successful listing of the Company’s 

common stock on a U.S. national securities exchange. The number of shares issued will be determined based on the 

initial offering price in the offering, and such shares will be subject to a six-month lock-up provision. The Company 

will be required to pay such fee if it successfully lists on an exchange during the term of the agreement or within nine 

months following expiration of the term. 

  

The Company entered into a separate investment banking engagement agreement in May 2021 with Newbridge 

Securities Corporation relating to merger and acquisition services. The agreement has a 12 month term, which will be 

automatically extended on a month-to-month basis if negotiations or discussions are ongoing at the end of the term. 

The Company will pay Newbridge Securities Corporation’s pre-approved reasonable expenses during the term. Upon 

closing of a merger or acquisition transaction facilitated by Newbridge Securities Corporation, the Company will pay, 

in equity, a transaction fee equal to 2.0% of the aggregate consideration (as defined in the agreement) of such 

transaction. The equity received will be subject to a six-month leak-out provision. The Company will be required to 

pay the transaction fee after expiration of the agreement or if the Company terminates the agreement without cause 

(as defined in the agreement), if the Company (i) completes a merger or acquisition transaction with a party identified 

by Newbridge Securities Corporation within 12 months of such termination or (ii) enters into an agreement 

contemplating a merger or acquisition with a party identified by Newbridge Securities Corporation during the term of 

the agreement or the following 12 months, which agreement is ultimately consummated. 

  

In June 2021, the Company entered into an engagement letter with The Benchmark Company LLC, which provided 

that Newbridge Securities Corporation had the option to act as an underwriter for the Company’s initial public 

offering. 

  

Convertible Note 

  

In January 2021, the Company issued a convertible promissory note in the amount of $50,000, receiving proceeds of 

$50,000. The note accrues interest at 6% per annum, is convertible by the holder at $15.00 per share, and contains 

such other terms and conditions consistent with the convertible notes referred to in Note 6 under “d) Convertible 

Notes.” 

  

SBA Note 

  

In February 2021, the Company was granted a loan in the aggregate amount of $178,235, pursuant to the Paycheck 

Protection Program under the CARES Act. The terms and conditions are consistent with the terms of the PPP Loan 

referred to in Note 6 under “a) CARES Act Loans.” 

  

Line of Credit 



  

In November 2021, the Company reached an agreement to enter into a new secured promissory note with Nielsen & 

Bainbridge, LLC (“NBG”), in the amount of approximately $5.8 million, which will amend and replace the existing 

promissory note. The unpaid principal will accrue interest at the Wall Street Journal prime rate plus 1.75% per year. 

The amended note will mature sixty months following the date of issuance. The Company will be required to make 

the following payments to NBG: on the date of issuance, $243,000; on December 30, 2021, an amount equal to all 

accrued and unpaid interest as of such date, plus $100,000; and on each of July 1, 2022, December 30, 2022, July 1, 

2023 and December 30, 2023, an installment payment in an amount equal to all accrued and unpaid interest as of the 

respective date, plus $200,000. Beginning January 15, 2024, the Company will be required to pay equal monthly 

installments of $141,859.74 in principal, plus interest. The Company may prepay the amounts due under the note at 

any time and from time to time. The note will contain customary events of default and, in the event an event of default 

occurs, the note and all accrued interest will become immediately due and payable. The note will be secured by the 

existing pledge and security agreement and by a first priority security interest in substantially all of the Company’s 

assets. 
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SQL Technologies Corp. and Subsidiary 

Consolidated Balance Sheets 

  

    (Unaudited)     (Audited)   

    June 30, 2021     

December 31, 

2020   

Assets                 

Current assets:                 

Cash and cash equivalents   $ 3,159,691     $ 2,308,871   

Accounts receivable, net     2,611       1,543   

Inventory     918,651       918,651   

Prepaid expenses     60,267       —   

Total current assets     4,141,220       3,229,065   

                  

Other assets:                 

Furniture and equipment, net     45,231       67,735   

Patents, net     470,422       403,092   

Other assets     2,175       2,174   

Total other assets     517,828       473,001   

                  

Total Assets   $ 4,659,048     $ 3,702,066   

                  

Liabilities and Stockholders’ Deficit                 

                  

Current liabilities:                 

Accounts payable   $ 1,042,414     $ 1,008,051   

Notes payable     349,216       344,032   

Accrued expenses     536,812       358,621   

GE royalty obligation     850,000       500,000   

Total current liabilities     2,778,442       2,210,704   

                  

Long term liabilities:                 

Notes payable     5,459,693       5,286,642   

Convertible notes     1,300,000       1,250,000   



GE royalty obligation     3,238,000       3,838,000   

Total long-term liabilities     9,997,693       10,374,642   

                  

Total liabilities     12,776,135       12,585,346   

                  

Commitments and Contingent Liabilities:                 

Redeemable preferred stock - subject to redemption: $0 par value; 

20,000,000 shares authorized; 13,256,936 and 13,456,936 shares 

issued and outstanding at June 30, 2021 and December 31, 2020, 

respectively     3,314,233       3,364,233   

                  

Stockholders’ Deficit:                 

Common stock: $0 par value, 500,000,000 shares authorized; 

65,006,438 and 64,515,231 shares issued and outstanding at June 

30, 2021 and December 31, 2020, respectively     37,057,431       34,353,592   

Common stock to be issued     8,253,474       8,088,474   

Additional paid-in capital     13,853,902       13,755,891   

Accumulated deficit     (70,560,685 )     (68,410,028 ) 

Total stockholders’ deficit     (11,395,878 )     (12,212,071 ) 

Non-controlling interest     (35,442 )     (35,442 ) 

Total deficit     (11,431,320 )     (12,247,513 ) 

                  

Total Liabilities and Stockholders’ Deficit   $ 4,659,048     $ 3,702,066   

  

The accompanying notes are an integral part of the consolidated financial statements. 
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SQL Technologies Corp. and Subsidiary 

Consolidated Statements of Operations 

(Unaudited) 

  

  

    For the Six Months Ended June 30,   

    2021     2020   

Revenue   $ 99,795     $ 209,171   

Cost of Sales     (101,646 )     (441,140 ) 

Gross Profit (Loss)     (1,851 )     (231,969 ) 

Selling, general and administrative expenses     1,768,421       2,892,601   

Depreciation and amortization     42,062       46,515   

Total operating expenses     1,810,483       2,939,116   

Loss from Operations     (1,812,334 )     (3,171,085 ) 

Other Income / (Expense)                 

Interest expense     (281,141 )     (245,977 ) 

Gain (loss) on exchange     7,886       (559 ) 

Interest income     35       1,191   

Total other income (expense), net     (273,220 )     (245,345 ) 

                  

Net income (loss) including noncontrolling interest     (2,085,554 )     (3,416,430 ) 

Less net loss attributable to noncontrolling interest     —       —   



Preferred dividends     65,103       65,103   

Net income (loss) attributed to common shareholders   $ (2,150,657 )   $ (3,481,533 ) 

                  

Net Income (Loss) per share - basic and diluted   $ (0.03 )   $ (0.03 ) 

                  

Weighted average number of common shares outstanding during the 

year – basic and diluted     64,705,049       62,927,866   

  

The accompanying notes are an integral part of the consolidated financial statements. 
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SQL Technologies Corp. and Subsidiary 

Consolidated Statements of Changes in Stockholders’ Equity (Deficit) 

(Unaudited) 

  

    Common Stock, $0 Par Value                         

    

Shares 

(Issued)     

Shares 

(To Be 

Issued)     

To Be 

Issued     Amount     

Additional 

Paid-In 

Capital     

Accumulated 

Deficit     

Noncontrolling 

Interest     

Stockholders’ 

Deficit   

Balance, 

December 

31, 2019     60,326,074       2,207,998     $ 6,780,000     $ 30,514,076     $ 11,710,444     $ (59,037,717 )   $ (35,442 )   $ (10,068,640 ) 

Common 

stock 

issued per 

PPM     8,334       —       —       100,008       —       —       —       100,008   

Common 

stock 

issued per 

consulting 

agreement     689,500       —       —       689,501       —       —       —       689,501   

Dividends 

paid     —       —       —       —       —       (65,103 )     —       (65,103 ) 

Net loss     —       —       —       —       —       (3,416,430 )     —       (3,416,430 ) 

Balance, 

June 30, 

2020     61,023,908       2,207,998     $ 6,780,000     $ 31,303,585     $ 11,710,444     $ (62,519,250 )   $ (35,442 )   $ (12,760,664 ) 

  

    Common Stock, $0 Par Value                           

    

Shares 

(Issued)     

Shares 

(To Be 

Issued)     

To Be 

Issued     Amount     

Additional 

Paid-In 

Capital     

Accumulated 

Deficit     

Noncontrolling 

Interest     

Stockholders’ 

Deficit   

Balance, 

December 

31, 2020     61,901,075       2,614,156     $ 8,088,474     $ 34,353,592     $ 13,755,891     $ (68,410,028 )   $ (35,442 )   $ (12,247,513 ) 

Common 

stock 

issued per 

PPM     214,957       —       —       2,579,464       —       —       —       2,579,464   



Common 

stock 

issued per 

consulting 

agreement     —       55,000       165,000       —       —       —       —       165,000   

Option 

expense, 

pursuant to 

chairman 

agreement     —       —       —       —       64,325       —       —       64,325   

Option 

expense, 

pursuant to 

employee 

and 

contractor 

agreements     —       —       —       —       108,061       —       —       108,061   

Conversion 

of 

preferred 

stock     200,000       —       —       50,000       —       —       —       50,000   

Common 

stock 

issued for 

the 

cashless 

exercise of 

warrants     21,250       —       —       74,375       (74,375 )     —       —       —   

Dividends 

paid     —       —       —       —       —       (65,103 )     —       (65,103 ) 

Net loss     —       —       —       —       —       (2,085,554 )     —       (2,085,554 ) 

Balance, 

June 30, 

2021     62,337,282       2,669,156     $ 8,253,474     $ 37,057,431     $ 13,853,902     $ (70,560,685 )   $ (35,442 )   $ (11,431,320 ) 

  

The accompanying notes are an integral part of the consolidated financial statements. 
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SQL Technologies Corp. and Subsidiary 

Consolidated Statements of Cash Flows 

(Unaudited) 

  

    For the Six Months Ended June 30,   

    2021     2020   

Cash flows from operating activities:                 

Net income (loss) attributable to SQL Technologies   $ (2,085,554 )   $ (3,416,430 ) 

Adjustments to reconcile net loss to net cash used in operating 

activities:                 

Depreciation expense     22,504       32,467   

Amortization of patent     19,557       14,048   

Stock compensation, employees     —       642,000   



Stock compensation, consultants     165,000       47,500   

Stock options expense     172,386       —   

Change in operating assets and liabilities:                 

Accounts receivable     (1,069 )     406,640   

Prepaid expenses     (60,266 )     (42,208 ) 

Inventory     —       325,357   

Other assets (Security deposit)     —       12,000   

GE royalty obligation     (250,000 )     (16,162 ) 

Accounts payable     34,363       410,615   

Accrued expenses     178,190       —   

Net cash used in operating activities     (1,804,889 )     (1,584,172 ) 

                  

Cash flows from investing activities:                 

Purchase of property & equipment     —       (3,310 ) 

Payment of patent costs     (86,887 )     (49,199 ) 

Net cash used in investing activities     (86,887 )     (52,509 ) 

                  

Cash flows from financing activities:                 

Proceeds from common stock issuance     2,579,464       100,008   

Proceeds from SBA - PPP Notes payable     178,235       279,500   

Proceeds from SBA - EIDL Notes payable     —       150,000   

Proceeds from convertible notes     50,000       —   

Dividends paid     (65,103 )     (65,103 ) 

Net cash provided by financing activities     2,742,596       464,405   

                  

Increase (Decrease) cash and cash equivalents     850,820       (1,172,277 ) 

Cash and cash equivalents at beginning of period     2,308,871       1,873,737   

Cash and cash equivalents at end of period   $ 3,159,691     $ 701,460   

                  

Supplementary disclosure of non-cash financing activities:                 

Preferred stock conversion to common   $ 50,000     $ —   

Cashless exercise of warrants     74,375       —   

    $ 124,375     $ —   

Supplementary disclosure of cash flow information                 

Cash paid during the period for:                 

Interest   $ 281,141     $ 281,141   

  

The accompanying notes are an integral part of the consolidated financial statements. 
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SQL Technologies Corp. and Subsidiary 

Notes to Consolidated Financial Statements (Unaudited) 

  

NOTE 1 ORGANIZATION AND NATURE OF OPERATIONS  

  

SQL Technologies Corp., a Florida corporation (the “Company”), was originally organized in May 2004 as a limited 

liability company under the name of Safety Quick Light, LLC. The Company was converted to corporation on 

November 6, 2012. Effective August 12, 2016, the Company changed its name from “Safety Quick Lighting & Fans 

Corp.” to “SQL Technologies Corp.” The Company holds over 60 U.S. and global patents and patent applications and 

has received a variety of final electrical code approvals, including UL, United Laboratories of Canada (cUL) and 



Conformité Européenne (CE), and 2017 and 2020 inclusion in the NEC Code Book. The Company maintains offices 

in Johns Creek, Georgia, Pompano Beach, Florida, and Guangdong Province, China. 

  

The Company has a series of highly disruptive advanced-safe-smart platform technologies. The Company’s first-

generation technologies enable light fixtures, ceiling fans and other electrically wired products to be installed safely 

and plugged-in, into a ceiling’s electrical outlet box within seconds, and without the need to touch hazardous wires. 

The plug and play technology method is a universal power-plug device that has a matching receptacle that is simply 

connected to the electrical outlet box on the ceiling, enabling a safe and quick plug and play installation of light 

fixtures and ceiling fans in just seconds. The plug and play power-plug technology, eliminates the need of touching 

hazardous electrical wires while installing light fixtures, ceiling fans and other hard wired electrical products. In recent 

years the Company has expanded the capabilities of its power-plug product, to include advanced safe and quick 

universal installation methods, as well as advanced smart capabilities. The smart features include control of light 

fixtures and ceiling fans by the SkyHome App, through WIFI, Bluetooth Low Energy and voice control. It allows 

scheduling, energy savings eco mode, dimming, back-up emergency light, night light, light color changing and much 

more. The Company’s second-generation technology is an all-in-one safe and smart advanced platform that is designed 

to enhance all-around safety and lifestyle of homes and other buildings. 

  

The Company owns 98.8% of SQL Lighting & Fans LLC (the “Subsidiary”). The Subsidiary was formed in Florida 

on April 27, 2011. The Subsidiary had no activity during the periods presented. 

  

The Company’s fiscal year end is December 31. 

  

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

  

The following is a summary of the Company’s significant accounting policies: 

  

Basis of Presentation 

  

The accompanying consolidated financial statements of the Company have been prepared in accordance with 

accounting principles generally accepted in the United States of America (U.S. GAAP) under the accrual basis of 

accounting. 

  

Principles of Consolidation 

  

The consolidated financial statements include the accounts of SQL Technologies Corp. (f/k/a Safety Quick Lighting 

& Fans Corp.) and the Subsidiary, SQL Lighting & Fans LLC. All intercompany accounts and transactions have been 

eliminated in consolidation. 

  

Non-controlling Interest 

  

In May 2012, in connection with the sale of the Company’s membership units in the Subsidiary, the Company’s 

ownership percentage in the Subsidiary decreased from 98.8% to 94.35%. The Company then reacquired these 

membership units in September 2013, increasing the ownership percentage from 94.35% back to 98.8%. During the 

six months ended June 30, 2021, there was no activity in the Subsidiary. 
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Product Warranty 

  

The Company’s warranty policy provides repair or replacement of products returned for defects within ninety days of 

purchase. The Company’s warranties are of an assurance-type and come standard with all Company products to cover 

repair or replacement should product not perform as expected. Provisions for estimated expenses related to product 

warranties are made at the time products are sold. These estimates are established using historical information about 



the nature, frequency and average cost of warranty claim settlements as well as product manufacturing and recovery 

from suppliers. Management actively studies trends of warranty claims and takes action to improve product quality 

and minimize warranty costs. The Company estimates the actual historical warranty claims coupled with an analysis 

of unfulfilled claims to record a liability for specific warranty purposes. As of June 30, 2021 and December 31, 2020, 

products returned for repair or replacement have been immaterial. Accordingly, a warranty liability has not been 

deemed necessary. 

  

Use of Estimates 

  

The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires 

management to make estimates and assumptions that affect the amounts reported in the financial statements and 

accompanying notes. 

  

Such estimates and assumptions impact both assets and liabilities, including but not limited to: net realizable value of 

accounts receivable and inventory, estimated useful lives and potential impairment of property and equipment, the 

valuation of intangible assets, estimate of fair value of share based payments and derivative liabilities, estimates of 

fair value of warrants issued and recorded as debt discount, estimates of tax liabilities and estimates of the probability 

and potential magnitude of contingent liabilities. 

  

Making estimates requires management to exercise significant judgment. It is at least reasonably possible that the 

estimate of the effect of a condition, situation or set of circumstances that existed at the date of the financial statements, 

which management considered in formulating its estimate could change in the near term due to one or more future 

nonconforming events. Accordingly, actual results could differ significantly from estimates. 

  

Reclassifications 

  

For comparability, reclassifications of certain prior-year balances were made in order to confirm with current-year 

presentations. 

  

Risks and Uncertainties 

  

The Company’s operations are subject to risk and uncertainties including financial, operational, regulatory and other 

risks including the potential risk of business failure. 

  

The Company has experienced, and in the future, expects to continue to experience, variability in its sales and earnings. 

The factors expected to contribute to this variability include, among others, (i) the uncertainty associated with the 

commercialization and ultimate success of the product, (ii) competition inherent at large national retail chains where 

product is expected to be sold, (iii) general economic conditions and (iv) the related volatility of prices pertaining to 

the cost of sales. 

  

Cash and Cash Equivalents 

  

Cash and cash equivalents are carried at cost and represent cash on hand, demand deposits placed with banks or other 

financial institutions, and all highly liquid investments with an original maturity of three months or less. The Company 

had $3,159,691 and $2,308,871 in money market as of June 30, 2021, and December 31, 2020, respectively. The 

Company has deposits in financial institutions which exceed the amount insured by the FDIC. The amount of 

uninsured deposits was $2,659,691 at June 30, 2021. 
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Accounts Receivable and Allowance for Doubtful Accounts 

  



Accounts receivable are recorded at the invoiced amount and do not bear interest. The Company extends unsecured 

credit to its customers in the ordinary course of business but mitigates the associated risks by performing credit checks 

and actively pursuing past due accounts. 

  

The Company recognizes an allowance for losses on accounts receivable in an amount equal to the estimated probable 

losses net of recoveries. The allowance is based on an analysis of historical bad debt experience, current receivables 

aging, and expected future bad debts, as well as an assessment of specific identifiable customer accounts considered 

at risk or uncollectible. 

  

The Company’s net balance of accounts receivable at June 30, 2021 and December 31, 2020: 

  

    June 30, 2021     

December 31, 

2020   

Accounts Receivable   $ 2,611     $ 1,543   

Allowance for Doubtful Accounts     —       —   

Net Accounts Receivable   $ 2,611     $ 1,543   

  

All amounts were deemed collectible at June 30, 2021 and December 31, 2020 and accordingly, the Company had not 

incurred any bad debt expense at June 30, 2021 and December 31, 2020. 

  

Inventory 

  

Inventories are stated at the lower of cost, determined on the first-in, first-out (FIFO) method. Cost principally consists 

of the purchase price (adjusted for lower of cost or market), customs, duties, and freight. The Company periodically 

reviews historical sales activity to determine potentially obsolete items and evaluates the impact of any anticipated 

changes in future demand. 

  

    June 30, 2021     

December 31, 

2020   

Inventory, component parts   $ 918,651     $ 918,651   

Total inventory   $ 918,651     $ 918,651   

  

The Company will maintain an allowance based on specific inventory items that have shown no activity over a 24-

month period. The Company tracks inventory as it is disposed, scrapped or sold at below cost to determine whether 

additional items on hand should be reduced in value through an allowance method. As of June 30, 2021, and December 

31, 2020, the Company has determined that no allowance is required. 

  

Furniture and Equipment 

  

Furniture and equipment is stated at cost, less accumulated depreciation, and is reviewed for impairment whenever 

events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. 

  

Depreciation of property and equipment is provided utilizing the straight-line method over the estimated useful lives, 

ranging from 3 to 7 years of the respective assets. Expenditures for maintenance and repairs are charged to expense 

as incurred. 

  

Upon sale or retirement of property and equipment, the related cost and accumulated depreciation are removed from 

the accounts and any gain or loss is reflected in the statements of operations. 

  

Intangible Asset Patent 

  

The Company developed various patents for an installation device used in light fixtures and ceiling fans. Costs 

incurred for submitting the applications to the United States Patent and Trademark Office for these patents have been 

capitalized. Patent costs are amortized using the straight-line method over the related 15-year lives. The Company 



begins amortizing patent costs once a filing receipt is received stating the patent serial number and filing date from 

the Patent Office. 
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The Company incurs certain legal and related costs in connection with patent applications. The Company capitalizes 

such costs to be amortized over the expected life of the patent to the extent that an economic benefit is anticipated 

from the resulting patent or alternative future use is available to the Company. The Company also capitalizes legal 

costs incurred in the defense of the Company’s patents when it is believed that the future economic benefit of the 

patent will be maintained or increased, and a successful defense is probable. Capitalized patent defense costs are 

amortized over the remaining expected life of the related patent. The Company’s assessment of future economic 

benefit or a successful defense of its patents involves considerable management judgment, and an unfavorable 

outcome of litigation could result in a material impairment charge up to the carrying value of these assets. 

  

GE Agreements  

  

The Company has two U.S. and global agreements with General Electric (“GE”) related to the Company’s products. 

  

  ● The first agreement is a U.S. and Global Trademark Agreement dated June 15, 2011 (as later amended), 

which expires November 30, 2023 and is generally renewed for five-year periods. Pursuant to such 

agreement, the Company may use the GE brand logo on certain products, including Sky’s SQL standard and 

Smart devices as well as standard and smart ceiling fans. The Company has U.S. and global rights to market 

plug and play standard and smart products and smart ceiling fans under the GE brand. GE will assist the 

Company with manufacturing standards, audit of factories, audit of materials, and quality control under “Six 

Sigma” guidelines, as well as with public relations for products and more.  

      

  ● The second agreement is a U.S. and Global Licensing and Master Service Agreement dated June 14, 2019, 

which expires June 14, 2024, and includes automatic renewal provisions. Pursuant to such agreement, GE’s 

Licensing team will license Sky’s Standard and Smart products in the U.S. and worldwide. GE’s licensing 

team will seek and for arrange licensees partners in the U.S. and globally, including negotiate agreement 

terms, manage contracts, collect payments, audit partners, assist with patent strategy and protection, assist in 

auditing product quality control under the “Six Sigma” guidelines. 

  

Fair Value of Financial Instruments 

  

The Company measures assets and liabilities at fair value based on an expected exit price as defined by the 

authoritative guidance on fair value measurements, which represents the amount that would be received on the sale of 

an asset or paid to transfer a liability, as the case may be, in an orderly transaction between market participants. As 

such, fair value may be based on assumptions that market participants would use in pricing an asset or liability. The 

authoritative guidance on fair value measurements establishes a consistent framework for measuring fair value on 

either a recurring or nonrecurring basis whereby inputs, used in valuation techniques, are assigned a hierarchical level. 

  

The following are the hierarchical levels of inputs to measure fair value: 

  

  ● Level 1 – Observable inputs that reflect quoted market prices in active markets for identical assets or 

liabilities. 

      

  ● Level 2 – Inputs reflect quoted prices for identical assets or liabilities in markets that are not active; quoted 

prices for similar assets or liabilities in active markets; inputs other than quoted prices that are observable for 

the assets or liabilities; or inputs that are derived principally from or corroborated by observable market data 

by correlation or other means. 

      



  ● Level 3 – Unobservable inputs reflecting the Company’s assumptions incorporated in valuation techniques 

used to determine fair value. These assumptions are required to be consistent with market participant 

assumptions that are reasonably available.  
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The carrying amounts of the Company’s financial assets and liabilities, such as cash and cash equivalents, accounts 

receivable, inventory, prepaid expenses, other current assets, accounts payable, accrued interest payable, certain notes 

payable and notes payable – related party, and GE royalty obligation, approximate their fair values because of the 

short maturity of these instruments. 

  

Embedded Conversion Features 

  

The Company evaluates embedded conversion features within convertible debt under ASC 815 “Derivatives and 

Hedging” to determine whether the embedded conversion feature(s) should be bifurcated from the host instrument 

and accounted for as a derivative at fair value with changes in fair value recorded in earnings. If the conversion feature 

does not require derivative treatment under ASC 815, the instrument is evaluated under ASC 470-20 “Debt with 

Conversion and Other Options” for consideration of any beneficial conversion features. 

  

Derivative Financial Instruments 

  

The Company does not use derivative instruments to hedge exposures to cash flow, market, or foreign currency risks. 

The Company evaluates all of its financial instruments, including stock purchase warrants, to determine if such 

instruments are derivatives or contain features that qualify as embedded derivatives. For derivative financial 

instruments that are accounted for as liabilities, the derivative instrument is initially recorded at its fair value and is 

then revalued at each reporting date, with changes in the fair value reported as charges or credits to income. 

  

As of June 30, 2021, the Company had reserved for issuance 26,789,964 shares of common stock associated with 

conversion features on Series A Preferred Stock, warrants and options. These shares have been reserved for issuance 

by the Company’s stock transfer agent, and accordingly, no derivative liability has been calculated on these shares. 

  

Extinguishments of Liabilities 

  

The Company accounts for extinguishments of liabilities in accordance with ASC 405-20 (formerly SFAS 140) 

“Accounting for Transfers and Servicing of Financial Assets and Extinguishment of Liabilities”. When the conditions 

are met for extinguishment accounting, the liabilities are derecognized and the gain or loss on the sale is recognized. 

  

Stock-based Compensation 

  

The Company periodically issues common stock and stock options to officers, directors, employees and consultants 

for services rendered. 

  

Stock Based Compensation – Employees 

  

The Company accounts for its stock-based compensation in which the Company obtains employee services in share-

based payment transactions under the recognition and measurement principles of the fair value recognition provisions 

of section 718-10-30 of the FASB Accounting Standards Codification. Pursuant to paragraph 718-10-30-6 of the 

FASB Accounting Standards Codification, all transactions in which goods or services are the consideration received 

for the issuance of equity instruments are accounted for based on the fair value of the consideration received or the 

fair value of the equity instrument issued, whichever is more reliably measurable. 

  

The measurement date used to determine the fair value of the equity instrument issued is the earlier of the date on 

which the performance is complete or the date on which it is probable that performance will occur. 



  

If the Company is a newly formed corporation or shares of the Company are thinly traded, the use of share prices 

established in the Company’s most recent private placement memorandum (based on sales to third parties), or weekly 

or monthly price observations would generally be more appropriate than the use of daily price observations as such 

shares could be artificially inflated due to a larger spread between the bid and asked quotes and lack of consistent 

trading in the market. 
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The fair value of share options and similar instruments is estimated on the date of grant using a lattice-binomial option 

pricing valuation model. The ranges of assumptions for inputs are as follows: 

  

  ● Expected term of share options and similar instruments: The expected life of options and similar instruments 

represents the period of time the option and/or warrant are expected to be outstanding. Pursuant to Paragraph 

718-10-50-2(f)(2)(i) of the FASB Accounting Standards Codification the expected term of share options and 

similar instruments represents the period of time the options and similar instruments are expected to be 

outstanding taking into consideration the contractual term of the instruments and employees’ expected 

exercise and post vesting employment termination behavior into the fair value (or calculated value) of the 

instruments. Pursuant to paragraph 718-10-S99-1, it may be appropriate to use the simplified method, i.e., 

expected term = ((vesting term + original contractual term) / 2), if (i) A company does not have sufficient 

historical exercise data to provide a reasonable basis upon which to estimate expected term due to the limited 

period of time its equity shares have been publicly traded; (ii) A company significantly changes the terms of 

its share option grants or the types of employees that receive share option grants such that its historical 

exercise data may no longer provide a reasonable basis upon which to estimate expected term; or (iii) A 

company has or expects to have significant structural changes in its business such that its historical exercise 

data may no longer provide a reasonable basis upon which to estimate expected term. The Company uses the 

simplified method to calculate expected term of share options and similar instruments as the Company does 

not have sufficient historical exercise data to provide a reasonable basis upon which to estimate expected 

term. 

      

  ● Expected volatility of the entity’s shares and the method used to estimate it: Pursuant to ASC Paragraph 718-

10-50-2(f) (2)(ii) a thinly traded or nonpublic entity that uses the calculated value method shall disclose the 

reasons why it is not practicable for the Company to estimate the expected volatility of its share price, the 

appropriate industry sector index that it has selected, the reasons for selecting that particular index, and how 

it has calculated historical volatility using that index. The Company uses the average historical volatility of 

the comparable companies over the expected contractual life of the share options or similar instruments as 

its expected volatility. If shares of a company are thinly traded the use of weekly or monthly price 

observations would generally be more appropriate than the use of daily price observations as the volatility 

calculation using daily observations for such shares could be artificially inflated due to a larger spread 

between the bid and asked quotes and lack of consistent trading in the market. 

      

  ● Risk-free rate(s): An entity that uses a method that employs different risk-free rates shall disclose the range 

of risk-free rates used. The risk-free interest rate is based on the U.S. Treasury yield curve in effect at the 

time of grant for periods within the expected term of the share options and similar instruments. 

  

Generally, all forms of share-based payments, including stock option grants, warrants and restricted stock grants and 

stock appreciation rights are measured at their fair value on the applicable award’s grant date, based on estimated 

number of awards that are ultimately expected to vest. 

  

The expense resulting from share-based payments is recorded in operating expenses in the statements of operations. 

  

Stock Based Compensation – Nonemployees  

  



Equity Instruments Issued to Parties Other Than Employees for Acquiring Goods or Services 

  

The Company accounts for equity instruments issued to parties other than employees for acquiring goods or services 

under guidance of Subtopic 505-50 of the FASB Accounting Standards Codification (“Subtopic 505-50”). 

  

Pursuant to ASC Section 505-50-30, all transactions in which goods or services are the consideration received for the 

issuance of equity instruments are accounted for based on the fair value of the consideration received or the fair value 

of the equity instrument issued, whichever is more reliably measurable. The measurement date used to determine the 

fair value of the equity instrument issued is the earlier of the date on which the performance is complete or the date 

on which it is probable that performance will occur. If the Company is a newly formed corporation or shares of the 

Company are thinly traded the use of share prices established in the Company’s most recent private placement 

memorandum, or weekly or monthly price observations would generally be more appropriate than the use of daily 

price observations as such shares could be artificially inflated due to a larger spread between the bid and asked quotes 

and lack of consistent trading in the market. 

  

F-48 

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  

The fair value of share options and similar instruments is estimated on the date of grant using a Black-Scholes option 

pricing valuation model. The ranges of assumptions for inputs are as follows: 

  

  ● Expected term of share options and similar instruments: Pursuant to Paragraph 718-10-50-2(f)(2)(i) of the 

FASB Accounting Standards Codification the expected term of share options and similar instruments 

represents the period of time the options and similar instruments are expected to be outstanding taking into 

consideration of the contractual term of the instruments and the holder’s expected exercise behavior into the 

fair value (or calculated value) of the instruments. The Company uses historical data to estimate the holder’s 

expected exercise behavior. If the Company is a newly formed corporation or shares of the Company are 

thinly traded the contractual term of the share options and similar instruments is used as the expected term 

of share options and similar instruments as the Company does not have sufficient historical exercise data to 

provide a reasonable basis upon which to estimate expected term. 

      

  ● Expected volatility of the entity’s shares and the method used to estimate it: Pursuant to ASC Paragraph 718-

10-50-2(f)(2)(ii) a thinly traded or nonpublic entity that uses the calculated value method shall disclose the 

reasons why it is not practicable for the Company to estimate the expected volatility of its share price, the 

appropriate industry sector index that it has selected, the reasons for selecting that particular index, and how 

it has calculated historical volatility using that index. The Company uses the average historical volatility of 

the comparable companies over the expected contractual life of the share options or similar instruments as 

its expected volatility. If shares of a company are thinly traded the use of weekly or monthly price 

observations would generally be more appropriate than the use of daily price observations as the volatility 

calculation using daily observations for such shares could be artificially inflated due to a larger spread 

between the bid and asked quotes and lack of consistent trading in the market. 

      

  ● Expected annual rate of quarterly dividends: An entity that uses a method that employs different dividend 

rates during the contractual term shall disclose the range of expected dividends used and the weighted average 

expected dividends. The expected dividend yield is based on the Company’s current dividend yield as the 

best estimate of projected dividend yield for periods within the expected term of the share options and similar 

instruments. 

      

  ● Risk-free rate(s): An entity that uses a method that employs different risk-free rates shall disclose the range 

of risk-free rates used. The risk-free interest rate is based on the U.S. Treasury yield curve in effect at the 

time of grant for periods within the expected term of the share options and similar instruments. 

  

Pursuant to ASC paragraph 505-50-25-7, if fully vested, no forfeitable equity instruments are issued at the date the 

grantor and grantee enter into an agreement for goods or services (i.e., no specific performance is required by the 



grantee to retain those equity instruments), then, because of the elimination of any obligation on the part of the 

counterparty to earn the equity instruments, a measurement date has been reached. A grantor shall recognize the equity 

instruments when they are issued (in most cases, when the agreement is entered into). Whether the corresponding cost 

is an immediate expense or a prepaid asset (or whether the debit should be characterized as contra equity under the 

requirements of paragraph 505-50-45-1) depends on the specific facts and circumstances. Pursuant to ASC paragraph 

505-50-45-1, a grantor may conclude that an asset (other than a note or a receivable) has been received in return for 

fully vested, non-forfeitable equity instruments that are issued at the date the grantor and grantee enter into an 

agreement for goods or services (and no specific performance is required by the grantee in order to retain those equity 

instruments). Such an asset shall not be displayed as contra equity by the grantor of the equity instruments. 

  

The transferability (or lack thereof) of the equity instruments shall not affect the balance sheet display of the asset. 

This guidance is limited to transactions in which equity instruments are transferred to other than employees in 

exchange for goods or services. Section 505-50-30 provides guidance on the determination of the measurement date 

for transactions that are within the scope of this Subtopic. 
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Pursuant to Paragraphs 505-50-25-8 and 505-50-25-9, an entity may grant fully vested, non-forfeitable equity 

instruments that are exercisable by the grantee only after a specified period of time if the terms of the agreement 

provide for earlier exercisability if the grantee achieves specified performance conditions. Any measured cost of the 

transaction shall be recognized in the same period(s) and in the same manner as if the entity had paid cash for the 

goods or services or used cash rebates as a sales discount instead of paying with, or using, the equity instruments. A 

recognized asset, expense, or sales discount shall not be reversed if a share option and similar instrument that the 

counterparty has the right to exercise expires unexercised. 

  

Pursuant to ASC paragraph 505-50-30-S99-1, if the Company receives a right to receive future services in exchange 

for unvested, forfeitable equity instruments, those equity instruments are treated as unissued for accounting purposes 

until the future services are received (that is, the instruments are not considered issued until they vest). Consequently, 

there would be no recognition at the measurement date and no entry should be recorded. 

  

The fair value of share options and similar instruments is estimated on the date of grant using the Black-Scholes 

option-pricing valuation model. The ranges of assumptions for inputs are as follows: 

  

  ● Expected term of share options and similar instruments: Pursuant to Paragraph 718-10-50-2(f)(2)(i) of the 

FASB Accounting Standards Codification the expected term of share options and similar instruments 

represents the period of time the options and similar instruments are expected to be outstanding taking into 

consideration of the contractual term of the instruments and holder’s expected exercise behavior into the fair 

value (or calculated value) of the instruments. The Company uses historical data to estimate holder’s expected 

exercise behavior. If the Company is a newly formed corporation or shares of the Company are thinly traded 

the contractual term of the share options and similar instruments is used as the expected term of share options 

and similar instruments as the Company does not have sufficient historical exercise data to provide a 

reasonable basis upon which to estimate expected term. 

      

  ● Expected volatility of the entity’s shares and the method used to estimate it. Pursuant to ASC Paragraph 718-

10-50-2(f)(2)(ii) a thinly-traded or nonpublic entity that uses the calculated value method shall disclose the 

reasons why it is not practicable for the Company to estimate the expected volatility of its share price, the 

appropriate industry sector index that it has selected, the reasons for selecting that particular index, and how 

it has calculated historical volatility using that index. The Company uses the average historical volatility of 

the comparable companies over the expected contractual life of the share options or similar instruments as 

its expected volatility. If shares of a company are thinly traded the use of weekly or monthly price 

observations would generally be more appropriate than the use of daily price observations as the volatility 

calculation using daily observations for such shares could be artificially inflated due to a larger spread 

between the bid and asked quotes and lack of consistent trading in the market. 



      

  ● Expected annual rate of quarterly dividends. An entity that uses a method that employs different dividend 

rates during the contractual term shall disclose the range of expected dividends used and the weighted-

average expected dividends. The expected dividend yield is based on the Company’s current dividend yield 

as the best estimate of projected dividend yield for periods within the expected term of the share options and 

similar instruments. 

      

  ● Risk-free rate(s). An entity that uses a method that employs different risk-free rates shall disclose the range 

of risk-free rates used. The risk-free interest rate is based on the U.S. Treasury yield curve in effect at the 

time of grant for periods within the expected term of the share options and similar instruments.  

  

Pursuant to ASC paragraph 505-50-25-7, if fully vested, non-forfeitable equity instruments are issued at the date the 

grantor and grantee enter into an agreement for goods or services (no specific performance is required by the grantee 

to retain those equity instruments), then, because of the elimination of any obligation on the part of the counterparty 

to earn the equity instruments, a measurement date has been reached. A grantor shall recognize the equity instruments 

when they are issued (in most cases, when the agreement is entered into). Whether the corresponding cost is an 

immediate expense or a prepaid asset (or whether the debit should be characterized as contra-equity under the 

requirements of paragraph 505-50-45-1) depends on the specific facts and circumstances. Pursuant to ASC paragraph 

505-50-45-1, a grantor may conclude that an asset (other than a note or a receivable) has been received in return for 

fully vested, non-forfeitable equity instruments that are issued at the date the grantor and grantee enter into an 

agreement for goods or services (and no specific performance is required by the grantee in order to retain those equity 

instruments). Such an asset shall not be displayed as contra-equity by the grantor of the equity instruments. 
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The transferability (or lack thereof) of the equity instruments shall not affect the balance sheet display of the asset. 

This guidance is limited to transactions in which equity instruments are transferred to other than employees in 

exchange for goods or services. Section 505-50-30 provides guidance on the determination of the measurement date 

for transactions that are within the scope of this Subtopic. 

  

Revenue Recognition 

  

During the six months ended June 30, 2021 and 2020, the Company derived revenues from the sale of GE branded 

fans and lighting fixtures to large retailers through retail and online sales. 

  

The Company will determine the correct revenue recognition using this Five Step Model: 

  

Step 1: Identify the contract with a customer 

  

Step 2: Identify the performance obligations in the contract 

  

Step 3: Determine the transaction price 

  

Step 4: Allocate the transaction price to the performance obligations in the contract 

  

Step 5: Recognize revenue when (or as) the Company satisfies a performance obligation 

  

Trade allowances and a provision for estimated returns and other allowances are recorded at the time sales are made, 

considering historical and anticipated trends. 

  

On January 1, 2017, we adopted the new accounting standard ASC 606, Revenue from Contracts with Customers and 

all the related amendments to all contracts using the modified retrospective method, while prior period amounts were 

not adjusted and were reported in accordance with our historic accounting under Topic 605. The adoption had an 



immaterial impact to our comparative net income and as such comparative information was not restated and was 

reported under the accounting standards in effect for those periods. The adoption of ASC 606 did not have a material 

impact on the Company’s Consolidated Financial Statements. See Note 2 for a disclosure of our use of estimates and 

judgement, as it relates to revenue recognition. 

  

A majority of our sales revenue continues to be recognized when products are shipped from our manufacturing 

facilities and from our third-party logistics facility. 

  

Cost of Sales 

  

Cost of sales represents costs directly related to produce, acquire and source inventory for sale, and provisions for 

inventory shrinkage and obsolescence. These costs include costs of purchased products, inbound freight, and custom 

duties. 

  

Selling, General and Administrative Expenses 

  

Shipping and handling cost incurred by the Company to deliver finished goods are expensed and recorded in selling, 

general and administrative expenses. 

  

Additionally, selling, general and administrative expenses include marketing, professional fees, distribution, 

warehouse costs, and other related selling costs. Selling expenses include costs incurred in the selling of merchandise. 

General and administrative expenses include costs incurred in the administration or general operations of the business. 

  

Stock compensation expense consists of non-cash charges resulting from the issuance of stock units and stock options 

that are disclosed separately from selling, general and administrative expenses and included as operating expenses. 
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Earnings (Loss) Per Share 

  

Basic net earnings (loss) per share is computed by dividing net income (loss) for the period by the weighted average 

number of common stock outstanding during each period. Diluted earnings (loss) per share is computed by dividing 

net income (loss) for the period by the weighted average number of common stock, common stock equivalents and 

potentially dilutive securities outstanding during each period. 

  

The Company uses the “treasury stock” method to determine whether there is a dilutive effect of outstanding 

convertible debt, option and warrant contracts. For the six months ended June 30, 2021 and 2020, the Company 

recognized net loss and a dilutive net loss, and the effect of considering any common stock equivalents would have 

been antidilutive for the period. Therefore, separate computation of diluted earnings (loss) per share is not presented 

for the periods presented. 

  

The Company had the following common stock equivalents at June 30, 2021 and December 31, 2020: 

  

    June 30, 2021     

December 31, 

2020   

Stock Warrants (Exercise price - $0.375 - $3.50/share)     1,834,039       1,602,415   

Stock Options (Exercise price $0.375 - $12.00/share)     6,800,000       6,525,000   

Total     8,634,039       8,127,415   

  

At June 30, 2021, the Company recorded but did not issue 2,669,156 shares of common stock, valued at approximately 

$8,253,474. These shares are reflected in the accompanying balance sheet and stockholders’ deficit report. 

  



At December 31, 2020, the Company recorded but did not issue 2,614,156 shares of common stock, valued at 

approximately $8,088,474. These shares are reflected in the accompanying balance sheet and stockholders’ deficit 

repot. Refer to NOTE 10 A) for further information on Shares to be Issued for the year ended December 31, 2020. 

  

    Quantity     Value   

Balance, December 31, 2020     2,614,156     $ 8,088,474   

Common stock recorded, unissued     55,000       165,000   

Balance, June 30, 2021     2,669,156     $ 8,253,474   

  

Income Tax Provision  

  

From the inception of the Company and through November 6, 2012, the Company was taxed as a pass-through entity 

(a limited liability company) under the Internal Revenue Code and was not subject to federal and state income taxes; 

accordingly, no provision had been made. 

  

The financial statements reflect the Company’s transactions without adjustment, if any, required for income tax 

purposes for the period from November 7, 2012 to December 31, 2012. The net loss generated by the Company for 

the period January 1, 2012 to November 6, 2012 has been excluded from the computation of income taxes. 

  

The Company accounts for income taxes under Section 740-10-30 of the FASB Accounting Standards Codification, 

which requires recognition of deferred tax assets and liabilities for the expected future tax consequences of events that 

have been included in the financial statements or tax returns. Under this method, deferred tax assets and liabilities are 

based on the differences between the financial statement and tax bases of assets and liabilities using enacted tax rates 

in effect for the year in which the differences are expected to reverse. Deferred tax assets are reduced by a valuation 

allowance to the extent management concludes it is more likely than not that the assets will not be realized. Deferred 

tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which 

those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of 

a change in tax rates is recognized in the Consolidated Statements of Operations in the period that includes the 

enactment date. 
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The Company adopted section 740-10-25 of the FASB Accounting Standards Codification (Section 740-10-25). 

Section 740-10-25 addresses the determination of whether tax benefits claimed or expected to be claimed on a tax 

return should be recorded in the financial statements. Under Section 740-10-25, the Company may recognize the tax 

benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on 

examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the 

financial statements from such a position should be measured based on the largest benefit that has a greater than fifty 

(50) percent likelihood of being realized upon ultimate settlement. Section 740-10-25 also provides guidance on 

derecognition, classification, interest and penalties on income taxes, accounting in interim periods and requires 

increased disclosures. 

  

The estimated future tax effects of temporary differences between the tax basis of assets and liabilities are reported in 

the accompanying consolidated balance sheets, as well as tax credit carrybacks and carryforwards. The Company 

periodically reviews the recoverability of deferred tax assets recorded on its consolidated balance sheets and provides 

valuation allowances as management deems necessary. 

  

Management makes judgments as to the interpretation of the tax laws that might be challenged upon an audit and 

cause changes to previous estimates of tax liability. In addition, the Company operates within multiple taxing 

jurisdictions and is subject to audit in these jurisdictions. In management’s opinion, adequate provisions for income 

taxes have been made for all years. If actual taxable income by tax jurisdiction varies from estimates, additional 

allowances or reversals of reserves may be necessary. 



  

The Company’s tax returns are subject to examination by the federal and state tax authorities. With few exceptions, 

the entity is no longer subject to U.S. federal and state income tax examinations by tax authorities for years before 

2015. 

  

Uncertain Tax Positions 

  

The Company did not take any uncertain tax positions and had no adjustments to its income tax liabilities or benefits 

pursuant to the provisions of Section 740-10-25 for the reporting periods ended June 30, 2021 and December 31, 2020. 

  

Related Parties  

  

The Company follows subtopic 850-10 of the FASB Accounting Standards Codification for the identification of 

related parties and disclosure of related party transactions. 

  

Pursuant to Section 850-10-20 the related parties include (a) Affiliates of the Company; (b) Entities for which 

investments in their equity securities would be required, absent the election of the fair value option under the Fair 

Value Option Subsection of Section 825–10–15, to be accounted for by the equity method by the investing entity; (c) 

Trusts for the benefit of employees, such as pension and profit-sharing trusts that are managed by or under the 

trusteeship of management; (d) Principal owners of the Company; (e) Management of the Company; (f) Other parties 

with which the Company may deal if one party controls or can significantly influence the management or operating 

policies of the other to an extent that one of the transacting parties might be prevented from fully pursuing its own 

separate interests; and (g) Other parties that can significantly influence the management or operating policies of the 

transacting parties or that have an ownership interest in one of the transacting parties and can significantly influence 

the other to an extent that one or more of the transacting parties might be prevented from fully pursuing its own 

separate interests. 
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The consolidated financial statements shall include disclosures of material related party transactions, other than 

compensation arrangements, expense allowances, and other similar items in the ordinary course of business. However, 

disclosure of transactions that are eliminated in the preparation of consolidated or combined financial statements is 

not required in those statements. The disclosures shall include: (a) the nature of the relationship(s) involved; (b) a 

description of the transactions, including transactions to which no amounts or nominal amounts were ascribed, for 

each of the periods for which income statements are presented, and such other information deemed necessary to an 

understanding of the effects of the transactions on the financial statements; (c) the dollar amounts of transactions for 

each of the periods for which income statements are presented and the effects of any change in the method of 

establishing the terms from that used in the preceding period; and (d) amounts due from or to related parties as of the 

date of each balance sheet presented and, if not otherwise apparent, the terms and manner of settlement. 

  

Contingencies 

  

The Company follows subtopic 450-20 of the FASB Accounting Standards Codification to report accounting for 

contingencies. Certain conditions may exist as of the date the consolidated financial statements are issued, which may 

result in a loss to the Company, but which will only be resolved when one or more future events occur or fail to occur. 

The Company assesses such contingent liabilities, and such assessment inherently involves an exercise of judgment. 

In assessing loss contingencies related to legal proceedings that are pending against the Company or un-asserted claims 

that may result in such proceedings, the Company evaluates the perceived merits of any legal proceedings or un-

asserted claims as well as the perceived merits of the amount of relief sought or expected to be sought therein. 

  

If the assessment of a contingency indicates that it is probable that a material loss has been incurred and the amount 

of the liability can be estimated, then the estimated liability would be accrued in the Company’s financial statements. 

If the assessment indicates that a potentially material loss contingency is not probable but is reasonably possible, or is 



probable but cannot be estimated, then the nature of the contingent liability, and an estimate of the range of possible 

losses, if determinable and material, would be disclosed. 

  

Loss contingencies considered remote are generally not disclosed unless they involve guarantees, in which case the 

guarantees would be disclosed. However, there is no assurance that such matters will not materially and adversely 

affect the Company’s business, consolidated financial position, and consolidated results of operations or consolidated 

cash flows. 

  

Subsequent Events  

  

The Company follows the guidance in Section 855-10-50 of the FASB Accounting Standards Codification for the 

disclosure of subsequent events. The Company will evaluate subsequent events through the date when the financial 

statements are issued. 

  

Pursuant to ASU 2010-09 of the FASB Accounting Standards Codification, the Company as an SEC filer considers 

its financial statements issued when they are widely distributed to users, such as through filing them on EDGAR. 

  

Recently Issued Accounting Pronouncements 

  

Management does not believe that any recently issued, but not yet effective accounting pronouncements, if adopted, 

would have a material effect on its financial statements. 
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NOTE 3 FURNITURE AND EQUIPMENT 

  

Furniture and equipment consisted of the following: 

  

    June 30, 2021     

December 31, 

2020   

Machinery and equipment   $ 31,456     $ 31,456   

Computer equipment     6,846       6,846   

Furniture and fixtures     36,059       36,059   

Tooling and production     309,111       309,111   

Leasehold improvements     30,553       30,553   

Total     414,025       414,025   

Less: accumulated depreciation     (368,794 )     (346,290 ) 

Total, net   $ 45,231     $ 67,735   

  

Depreciation expense amounted to $22,504 and $32,467 for the six-months ended June 30, 2021 and 2020, 

respectively. 

  

NOTE 4 INTANGIBLE ASSETS 

  

Intangible assets (patents) consisted of the following: 

  

    June 30, 2021     

December 31, 

2020   

Patents   $ 557,653     $ 470,766   

Trademark     45,450       45,450   

Less: Impairment Charges     —       —   

Less: accumulated amortization     (132,681 )     (113,124 ) 



Total, net   $ 470,422     $ 403,092   

  

Amortization expense on intangible assets was $19,557 and $14,048 for the six-months ended June 30, 2021 and 2020, 

respectively. Assuming no impairment, the following table sets forth the estimated amortization expense for future 

periods based on recorded amounts at June 30, 2021: 

  

Year Ending December 31       

2021   $ 20,095   

2022     40,190   

2023     38,901   

2024     37,944   

2025     37,944   

2026 and Thereafter     295,348   

Total   $ 470,422   

  

Actual amortization expense in future periods could differ from these estimates as a result of future acquisitions, 

divestitures, impairments and other factors. 
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NOTE 5 DEBT  

  

The following table presents the details of the principal outstanding: 

  

      June 30, 2021     

December 31, 

2020   

a) PPP1 Loan     $ 22,032     $ 22,032   

b) PPP2 Loan       178,235       —   

c) EIDL       150,000       150,000   

d) Line of Credit       5,458,642       5,458,642   

e) Convertible Notes       1,300,000       1,250,000   

  Total     $ 7,108,909     $ 6,880,674   

  Notes payable, current portion       349,216       344,032   

  Non current term notes payable     $ 6,759,693     $ 6,536,642   

  

CARES Act Loans 

  

In March 2020, the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) was enacted. Among other 

things, the CARES Act established the Paycheck Protection Program (“PPP”), which funded eligible businesses 

through federally guaranteed loans. Under the PPP, companies are eligible for forgiveness of principal and accrued 

interest if the proceeds are used for eligible costs, which include, but are not limited to, payroll, benefits, mortgage, 

lease, and utility expenses. 

  

a) Paycheck Protection Program Loan - On April 13, 2020, we were granted a loan (the “PPP Loan”) under the 

Paycheck Protection Program in the aggregate amount of $269,500, pursuant to the Paycheck Protection Program 

under the CARES Act. 

  

The PPP Loan, which was in the form of a note dated April 13, 2020 issued by SQL Technologies Corp., matures on 

April 13, 2022 and bears interest at a rate of 1.0% per annum, which is payable monthly following the deferral period, 

described below. The note may be prepaid at any time prior to maturity with no prepayment penalties. The Company 

recorded the principal amount of approximately $279,500 (which includes a $10,000 EIDL (as defined below) 

advancement) due on the PPP Loan in non-current notes payable in the consolidated balance sheet as of December 



31, 2020. Interest on the PPP Loan was not material. The Company believes it used the entire PPP Loan amount for 

qualifying expenses. Under the terms of the Paycheck Protection Program, certain amounts of the PPP Loan may be 

forgiven if they are used for qualifying expenses as described in the CARES Act. 

  

Effective June 2020, certain provisions of the PPP Loan were amended. The amendment modified the original 

payment deferment period from six months to either (i) the date that the U.S. Small Business Administration (the 

“SBA”) remits the Company’s loan forgiveness to the bank or (ii) the date that a final determination is made that no 

portion of the PPP Loan is forgiven, subject to the Company requesting forgiveness of the PPP Loan within a specified 

time period. The amendment also increased the amount of non-payroll costs eligible for loan forgiveness from 25% 

to 40%. During 2021, the Company requested forgiveness of the PPP Loan in accordance with the application 

requirements and received notice that $257,468 of the $269,500 note payable balance had been forgiven. The 

Company recognized the forgiveness amount of $257,468 as Other Income during the year ended December 31, 2020. 

As of both June 30, 2021 and December 31, 2020, the loan balance was $22,032. Monthly principal and interest 

payments of $534 start in October 2021 with a maturity of April 13, 2025. 

  

b) Second Paycheck Protection Program Loan - On February 3, 2021, we were granted a loan (the “PPP2 Loan”) 

under the Paycheck Protection Program Second Draw program in the aggregate amount of $178,235, pursuant to the 

Paycheck Protection Program under the CARES Act. 

  

The PPP2 Loan, which was in the form of a note dated February 3, 2021 issued by SQL Technologies Corp., matures 

on February 3, 2026 and bears interest at a rate of 1.0% per annum, which will be payable monthly upon expiration 

of the payment deferral period. The payment deferral period will expire on either (i) the date that the SBA remits the 

Company’s loan forgiveness to the bank or (ii) the date that a final determination is made that no portion of the PPP2 

Loan is forgiven, subject to the Company requesting forgiveness of the PPP Loan within a specified time period. The 

note may be prepaid at any time prior to maturity with no prepayment penalties. The Company recorded the principal 

amount of $178,235 due on the PPP2 Loan in non-current notes payable in the consolidated balance sheet as of June 

30, 2021. Interest on the PPP2 Loan was not material. 
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Under the terms of the PPP2 Loan, certain amounts of the PPP2 Loan may be forgiven if they are used for qualifying 

expenses as described in the CARES Act. The Company believes it used the entire PPP2 Loan amount for qualifying 

expenses and, during 2021, the Company requested forgiveness in accordance with the application requirements. As 

of the date of this filing, the Company has not received a reply to its request and there can be no assurance that such 

PPP2 Loan will be forgiven, in whole or in part. 

  

c) EIDL Loan - On June 24, 2020, the Company received a loan (the “EIDL Loan”) from the SBA under its Economic 

Injury Disaster Loan (“EIDL”) assistance program in light of the impact of the COVID-19 pandemic on the 

Company’s business, pursuant to which the Company entered into a promissory note and security agreement with the 

SBA. The principal amount of the EIDL Loan is $150,000, with proceeds to be used for working capital purposes. 

Interest on the EIDL Loan accrues at the rate of 3.75% per annum and installment payments, including principal and 

interest, are due monthly beginning twenty-four months from the date of the EIDL Loan. The balance of principal and 

interest is due and payable 30 years from the date of the promissory note. The EIDL Loan may be prepaid in part or 

in full, at any time, without penalty. Additionally, the EIDL Loan is collateralized by certain of the Company’s 

property as specified within the security agreement. The EIDL Loan contains certain customary events of default and, 

in the event an event of default occurs, the SBA may require immediate repayment of all amounts due. 

  

d) Line of Credit 

  

On April 13, 2016, the Company entered into a Line of Credit Promissory Note with a lender (the “Line of Credit”) 

in the principal sum of up to ten million U.S. Dollars (US $10,000,000) to support purchase orders, inventory and 

general working capital needs. In January 2018, the Company entered into a mutual agreement to extend the Line of 

Credit through January 10, 2019. The Line of Credit was further extended through January 10, 2023 upon similar 



mutual agreement. The Company may draw and/or repay this Line of Credit from time to time until the maturity 

hereof. The note provides for monthly payments of interest at nine percent (9%) per annum on outstanding principal 

and matures on January 10, 2022, at which time the full principal amount and accrued but unpaid interest become due. 

  

In conjunction with the Line of Credit, and the ongoing consultation on product sales and distribution, in each of 

March 2019 and August 2020, the Company issued 333,333 shares of its common stock valued at $3.00 per share, for 

an aggregate issuance of 666,666 shares of its common stock, to a joint venture partner pursuant to a 2018 agreement. 

  

The Line of Credit is secured by the assets of the Company. As of both June 30, 2021 and December 31, 2020, the 

outstanding balance on this note was $5,458,642. Accrued interest at June 30, 2021 and December 31, 2020 was 

$241,545 and $120,650, respectively, and included in Accounts Payable. 

  

Refer to the Subsequent Event footnote below for additional modifications to the Line of Credit. 

  

Principal payments on the Line of Credit are due as follows: 

  

Year ending December 31,       

2021   $ 343,000   

2022     400,000   

2023     400,000   

2024     1,702,317   

2025     1,702,317   

2026     911,008   

Total   $ 5,458,642   

  

F-57 

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  

e) Convertible Notes 

  

    June 30, 2021     

December 31, 

2020   

Convertible Notes, dated 9/23/2020   $ 250,000     $ 250,000   

Convertible Notes, dated 11/10/2020     100,000       100,000   

Convertible Notes, dated 10/30/2020     300,000       300,000   

Convertible Notes, dated 11/3/2020     600,000       600,000   

Convertible Notes, dated 1/13/2021     50,000       —   

Total   $ 1,300,000     $ 1,250,000   

  

Included in Convertible Notes are loans provided to the Company from two directors, an officer and two investors. 

The notes each have the following terms: three-year subordinated convertible promissory note of principal face 

amounts. Subject to other customary terms, the note matures in three years and accrues interest at a rate of 6% per 

annum, which is payable annually in cash or common stock, at the holder’s discretion. At any time after issuance and 

prior to or on the maturity date, the note is convertible at the option of the holder into shares of common stock at a 

conversion price of $15.00 per share. Upon notice to the holder, the Company may prepay, in whole or in part, the 

outstanding balance of the note at any time prior to the maturity date; the holder has the right to convert the note into 

shares of common stock in lieu of prepayment. Upon the occurrence of certain events of default, and upon written 

notice from the holder, the note will become immediately due and payable and, until paid in full, will bear interest at 

a rate of 12% per annum. As of June 30, 2021, the Company accrued interest on Convertible Notes of $51,812. 

  

At June 30, 2021, principal payments on all notes payables referred to above (inclusive of the Line of Credit, the 

Convertible Notes, and CARES Act Loans) are due as follows: 

  



Year ending December 31,       

2021   $ 344,032   

2022     435,317   

2023     442,788   

2024     1,746,871   

2025     3,043,119   

2026     950,157   

2027 and Thereafter     146,625   

Total   $ 7,108,909   

  

NOTE 6 GE ROYALTY OBLIGATIONS 

  

On June 15, 2011, we entered into the License Agreement with GE, pursuant to which we have the right to market 

certain ceiling light and fan fixtures displaying the GE brand. We and GE subsequently amended the License 

Agreement, including on April 17, 2013, August 13, 2014, September 25, 2018, May 2019 and December 1, 2020. 

The License Agreement imposes certain manufacturing and quality control conditions that we must maintain in order 

to continue to use the GE brand. The License Agreement is nontransferable and cannot be sublicensed. Various 

termination clauses are applicable to the License Agreement; however, none were applicable as of June 30, 2021 and 

December 31, 2020. 

  

On August 13, 2014, we entered into a second amendment to the License Agreement pertaining to our royalty 

obligations. Under the initial terms of the amendment, we agreed to pay to GE a minimum trademark license fee of 

$12.0 million by November 30, 2018 (the “Initial Royalty Obligation”) for the rights assigned in the original contract. 

The amendment provided that, if we did not pay to GE royalties equal to the Initial Royalty Obligation over the term 

of the License Agreement, we would owe the difference to GE in December 2018. 
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We are expanding our relationship with GE to collaborate on mutual capabilities, and in December 2020, we entered 

into the current amendment to the License Agreement. The amendments following the second amendment expanded 

our product range, including smart, and added additional global territory rights. The License Agreement has been 

extended for an additional five years and expires on November 30, 2023. Pursuant to the third amendment, entered 

into September 2018, the approximate remaining $10.0 million Initial Royalty Obligation that was due on November 

30, 2018 was waived, and we agreed to pay GE an aggregate amount of $6.0 million, consisting of three annual 

installments of $2.0 million to be paid to GE in each of December 2018, 2019 and 2020. In December 2020, we 

entered into the current amendment, which restructured the royalty payment obligations due of approximately $4.4 

million, plus $0.7 million in interest. We agreed to pay a total of $5.1 million to GE in quarterly installments through 

December 2023, including $100,000 due December 2020, an aggregate of $500,000 due in four equal installments in 

2021, an aggregate of $1.2 million due in four equal installments in 2022 and an aggregate of $3.3 million due in four 

equal installments in 2023 (the “Minimum Payments”). In the event the Company receives significant funding rounds 

of at least $50.0 million in funding, it is required to use a portion of such funding to pay certain amounts to GE. The 

Minimum Payments will be in addition to the royalty payments made to GE during the respective year, as set forth 

below. 

  

Royalty payments are due quarterly, using a December 1 – November 30 contract year and based upon the prior 

quarter’s sales. Royalty payments will be paid from sales of GE branded product subject to the following repayment 

schedule: 

  

Net Sales in Contract Year   

Percentage of 

Contract Year 

Net Sales owed to 

GE   



$0 to $50,000,000     7 % 

$50,000,001 to $100,000,000     6 % 

$100,000,000+     5 % 

  

The Company made principal payments of $250,000 plus royalty payments of $5,384 for the six-months ended June 

30, 2021. As of June 30, 2021, and December 31, 2020, the outstanding balance was $4,088,000 and $4,338,000, 

respectively. Minimum future payment obligations are approximately as follows: 

  

Year   

Minimum 

Obligation   

2021   $ 250,000   

2022     1,200,000   

2023     2,638,000   

Thereafter     —   

Total principal payments   $ 4,088,000   

  

NOTE 7 ACCRUED EXPENSES 

  

Accrued expenses consisted of the following: 

  

    June 30, 2021     

December 31, 

2020   

Accrued interest, convertible notes   $ 51,812     $ 13,621   

Accrued wages     485,000       345,000   

    $ 536,812     $ 358,621   

  

Accrued wages 

  

Various members of management agreed to defer portions of their wages since the onset of the COVID-19 pandemic 

in 2020. As of June 30, 2021, and December 31, 2020, the Company owed $485,000 and $345,000, respectively, for 

such deferred wages owed for services which are included in the accrued expenses on the accompanying balance 

sheet. 

  

Accrued interest, convertible notes 

  

Refer to Note 5(e) Convertible Notes. 
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NOTE 8 INCOME TAXES 

  

Income taxes are provided for the tax effects of transactions reported in the financial statements and consist of taxes 

currently due. Deferred taxes relate to differences between the basis of assets and liabilities for financial and income 

tax reporting which will be either taxable or deductible when the assets or liabilities are recovered or settled. 

  

At December 31, 2020, the Company had a net operating loss carryforward of approximately $58,878,560 available 

to offset future taxable income indefinitely. Utilization of future net operating losses may be limited due to potential 

ownership changes under Section 382 of the Internal Revenue Code. 

  

In assessing the realization of deferred tax assets, management considers whether it is more likely than not that some 

portion or all of the deferred income tax assets will not be realized. The ultimate realization of deferred income tax 

assets is dependent upon the generation of future taxable income during the periods in which those temporary 



differences become deductible. Management considers the scheduled reversal of deferred income tax liabilities, 

projected future taxable income, and tax planning strategies in making this assessment. Based on consideration of 

these items, management has determined that enough uncertainty exists relative to the realization of the deferred 

income tax asset balances to warrant the application of a full valuation allowance as of December 31, 2020. 

  

The effects of temporary differences that gave rise to significant portions of deferred tax assets at December 31, 2020 

were approximately as follows: 

  

    

December 31, 

2020   

Net operating loss carryforward   $ 58,878,560   

Gross Deferred Tax Assets     14,989,304   

Less Valuation Allowance     (14,989,304 ) 

Total Deferred Tax Assets – Net   $ —   

  

There was no income tax expense for the year ended December 31, 2020 due to the Company’s net losses. 

  

The Company’s tax expense differs from the “expected” tax expense for the year ended December 31, 2020, computed 

by applying the Federal Corporate tax rate of 21% to loss before taxes (35% for 2016 and prior) and 3.535% for 

Florida State Corporate Taxes (4.458% for 2020). 

  

    

December 31, 

2020   

Computed “expected” tax expense (benefit) – Federal   $ (12,364,498 ) 

Computed “expected” tax expense (benefit) – State     (2,624,806 ) 

Derivative expense     —   

Change in Fair Value of Embedded Derivative     —   

Loss/(Gain) on Debt Extinguishment     —   

Change in valuation allowance     14,989,304   

    $ —   

  

NOTE 9 RELATED PARTY TRANSACTIONS  

  

Convertible Notes Due to Related Parties 

  

Convertible Notes due to Related Parties represent amounts provided to the Company from two directors and the Chief 

Executive Officer of the Company, as well as a greater than 5% investor. See Note 5 under “e) Convertible Notes” for 

additional information regarding the convertible notes. As of June 30, 2021, the outstanding balance on the Convertible 

Promissory Notes was $1,300,000 plus accrued interest of $51,812. 
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Newbridge Securities Corporation  

  

In October 2018, the Company entered into an investment banking agreement with Newbridge Securities Corporation, 

pursuant to which Newbridge Securities Corporation agreed to provide business development, consulting and advisory 

services, including capital raising and placement agency services, to the Company. This agreement is renewed 

periodically and remains in effect as of June 30, 2021. Leonard J. Sokolow, a member of the Company’s board of 

directors, is the Chief Executive Officer and President of Newbridge Financial, Inc. and Chairman of Newbridge 

Securities Corporation, its broker dealer subsidiary. In connection with entering into the agreement, the Company paid 

Newbridge Securities Corporation a $25,000 fee and agreed to issue shares of common stock equal to $50,000, which 

were paid as of December 31, 2020. 



  

Pursuant to the agreement, the Company agreed to pay placement agent fees equal to 8.0% of the gross purchase price 

upon closing of sales of the Company’s equity securities and 4.0% upon closing of any line of credit, secured or 

unsecured term loan or other non-convertible debt facility arranged by Newbridge Securities Corporation for the 

Company. Upon the closing of any such equity or debt transaction, the Company agreed to issue to Newbridge 

Securities Corporation, or its permitted assigns, warrants to purchase: (i) in an equity transaction, 10% of the sum of 

(A) the number of shares of common stock issued by the Company and (B) the number of shares of common stock 

issuable by the Company upon the exercise or conversion of convertible securities issued; and (ii) in a debt transaction, 

10% of the facility amount, divided by a per share price equal to the last equity, warrants or options issued by the 

Company at the time of closing. The agreement further provides, among other things, that such warrants will contain 

provisions providing for cashless exercise, price protection and piggyback registration rights and will not be callable 

or redeemable by the Company. 

  

The agreement also provides for sales commission with respect to certain agreements, including territorial licenses, 

marketing agreements and commercial contracts. If the transaction is with an organization located, identified or 

introduced by Newbridge Securities Corporation, the Company is required to pay Newbridge Securities Corporation 

a $75,000 fee at closing, plus 1% of the net revenues received by the Company, payable quarterly during the contract’s 

term. If the Company requested Newbridge Securities Corporation assist with closing the transaction, the Company 

is required to pay Newbridge Securities Corporation a $50,000 fee at closing, plus 0.25% of the net revenues received 

by the Company, payable quarterly for the lesser of five years or the contract’s term. 

  

Pursuant to the agreement, as of December 31, 2020, the Company has paid Newbridge Securities Corporation an 

aggregate of $119,432 in placement agent fees (not including expenses). In March 2021, effective as of December 31, 

2020, the Company issued 10,000 shares to Newbridge Securities Corporation and its affiliates pursuant to the 

agreement, of which Newbridge Securities Corporation received 3,600 shares and Mr. Sokolow received 4,500 shares. 

In addition, on December 31, 2020, the Company issued three-year warrants to purchase an aggregate of up to 14,375 

shares of common stock at an exercise price of $12.00 per share (subject to adjustment, including in the event of 

certain subsequent equity sales by the Company) (the “Newbridge Warrants”), including warrants to purchase up 

5,674 shares and 4,469 shares issued to Newbridge Securities Corporation and Mr. Sokolow, respectively. The 

Newbridge Warrants may be exercised, in whole or in part, at any time on or prior to December 31, 2023. Among 

other terms, the Newbridge Warrants provide for cashless exercise of the Newbridge Warrants if, after December 31, 

2021, there is no effective registration statement registering the shares of common stock issuable upon exercise of the 

Newbridge Warrants. In addition, the Newbridge Warrants contain certain piggyback registration rights, such that, if 

the Company registers any of its securities either for its own account or for the account of other security holders, the 

holders of the Newbridge Warrants are entitled to include their shares in the registration. Subject to certain exceptions, 

if the offering is being underwritten, the Company and the underwriters may limit the number of shares included in 

the underwritten offering if the underwriters believe that including such shares would adversely affect the offering. 

  

An employee of Newbridge Securities Corporation provides services to the Company in connection with preparation 

for the Company’s initial public offering pursuant to an investment banking engagement agreement, entered into in 

May 2021, between the Company and Newbridge Securities Corporation, pursuant to which Newbridge Securities 

Corporation agreed to provide certain corporate advisory services. The agreement has a 12 month term, during which 

the Company will pay Newbridge Securities Corporation’s pre-approved expenses. The Company will also pay a 

$500,000 corporate advisory fee, in the form of restricted common stock, upon successful listing of the Company’s 

common stock on a U.S. national securities exchange. The number of shares issued will be determined based on the 

initial offering price in the offering, and such shares will be subject to a six-month lock-up provision. The Company 

will be required to pay such fee if it successfully lists on an exchange during the term of the agreement or within nine 

months following expiration of the term. 
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The Company entered into a separate investment banking engagement agreement in May 2021 with Newbridge 

Securities Corporation relating to merger and acquisition services. The agreement has a 12 month term, which will be 



automatically extended on a month-to-month basis if negotiations or discussions are ongoing at the end of the term. 

The Company will pay Newbridge Securities Corporation’s pre-approved reasonable expenses during the term. Upon 

closing of a merger or acquisition transaction facilitated by Newbridge Securities Corporation, the Company will pay, 

in equity, a transaction fee equal to 2.0% of the aggregate consideration (as defined in the agreement) of such 

transaction. The equity received will be subject to a six-month leak-out provision. The Company will be required to 

pay the transaction fee after expiration of the agreement or if the Company terminates the agreement without cause 

(as defined in the agreement), if the Company (i) completes a merger or acquisition transaction with a party identified 

by Newbridge Securities Corporation within 12 months of such termination or (ii) enters into an agreement 

contemplating a merger or acquisition with a party identified by Newbridge Securities Corporation during the term of 

the agreement or the following 12 months, which agreement is ultimately consummated. 

  

In June 2021, the Company entered into an engagement letter with The Benchmark Company LLC, which provided 

that Newbridge Securities Corporation had the option to act as an underwriter for the Company’s initial public 

offering. 

  

Bridge Line Ventures  

  

The Company and Bridge Line Ventures, LLC Series ST-1 (“Bridge Line Ventures”), the manager of which is Bridge 

Line Advisors, LLC, of which Leonard J. Sokolow, a member of the Company’s board of directors, is Chief Executive 

Officer and President, entered into the following stock purchase agreements, some of which occurred after June 30, 

2021 (collectively, the “Bridge Line SPAs”): 

  

  ● Stock Purchase Agreement, dated February 26, 2021, as amended March 30, 2021, June 30, 2021 and August 

31, 2021, pursuant to which Bridge Line Ventures purchased 25,373 shares of common stock at a purchase 

price per share of $12.00.  

      

  ● Stock Purchase Agreement, dated March 30, 2021, as amended April 30, 2021, June 30, 2021 and August 

31, 2021, pursuant to which Bridge Line Ventures purchased 37,500 shares of common stock at a purchase 

price per share of $12.00. 

      

  ● Stock Purchase Agreement, dated April 30, 2021, as amended June 30, 2021 and August 31, 2021, pursuant 

to which Bridge Line Ventures purchased 2,084 shares of common stock at a purchase price per share of 

$12.00. 

      

  ● Stock Purchase Agreement, dated June 30, 2021, as amended August 31, 2021, pursuant to which Bridge 

Line Ventures purchased 150,000 shares of common stock at a purchase price per share of $12.00. 

      

  ● Stock Purchase Agreement, dated August 31, 2021, pursuant to which Bridge Line Ventures purchased 

16,667 shares of common stock at a purchase price per share of $12.00. 

  

Gross proceeds from Bridge Line Ventures amounted to $2,579,464 for the six months ended June 30, 2021. 

  

Each of the Bridge Line SPAs contains substantially the same terms. Among other things, the Bridge Line SPAs 

contain anti-dilutive price protection measures, which apply for 24 months following the date of closing of the Bridge 

Line SPAs, subject to certain exceptions, and provide for certain piggyback registration rights, such that, subject to 

certain exceptions, including if the registration statement is for an initial public offering, if the Company registers any 

of its securities either for its own account or for the account of other security holders, Bridge Line Ventures is entitled 

to include its shares in the registration. Subject to certain exceptions, if the offering is being underwritten, the Company 

and the underwriters may limit the number of shares included in the underwritten offering if the underwriters believe 

that including such shares would adversely affect the offering. In addition, the Company may require Bridge Line 

Ventures agree to a six month lock-up of its shares following the effective date of the applicable registration statement. 
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The Bridge Line SPAs also contain a standstill provision pursuant to which Bridge Line Ventures agreed to certain 

restrictions related to the Company for three years following the effective date of each of the Bridge Line SPAs, 

including, among other things, prohibitions on, either alone or together with any other person, acquiring additional 

shares of the Company’s common stock or any of its assets, soliciting proxies or seeking representation on our board 

of directors, unless the Company agrees to such actions in writing. For additional information, see “Description of 

Capital Stock.” 

  

In addition, on each of June 30, 2021 and August 31, 2021, pursuant to the Bridge Line SPAs, Bridge Line Ventures 

received a three-year warrant to purchase up to 214,957 and 16,667 shares of the Company’s common stock, 

respectively, at an exercise price of $12.00 per share (subject to adjustment, including in the event of certain 

subsequent equity sales by the Company) (the “Bridge Line Ventures Warrants”). The Bridge Line Ventures Warrants 

may be exercised, in whole or in part, at any time on or prior to June 30, 2024 or August 31, 2024, respectively. 

Among other terms, the Bridge Line Ventures Warrants provide for cashless exercise of the Bridge Line Ventures 

Warrants if, after June 30, 2022 or August 31, 2022, respectively, there is no effective registration statement registering 

the shares of common stock issuable upon exercise of the Bridge Line Ventures Warrants. In addition, the Bridge Line 

Ventures Warrants contain certain piggyback registration rights, which are substantially the same as those provided 

in by the Bridge Line SPAs. 

  

Other Options and Warrants 

  

In May 2018, effective April 19, 2017, the Company granted an option to purchase 100,000 shares of common stock 

to Steven Siegelaub, of which 50,000 options have an exercise price of $3.00 per share and vested on June 30, 2017 

and 50,000 options have an exercise price of $4.00 per share and vested on December 31, 2017. Such options were 

granted under the 2015 Plan and expire in April 2027. Mr. Siegelaub, together with his affiliates, is a greater than 5% 

holder of the Company’s common stock. 

  

In September 2018, Enterprise 2013, LLC exercised in full a warrant received in May 2014 connection with a previous 

private placement and acquired 185,208 shares of common stock at an exercise price of $0.375 per share, for an 

aggregate purchase price of $69,453. As the managing member of Enterprise 2013, LLC, Mr. Siegelaub may be 

deemed to the beneficial owner of the shares held by such entity. 

  

In October 2018 and November 2018, Strul Associates Limited Partnership exercised in full a warrant purchased in a 

May 2016 private placement and acquired 1,000,000 and 350,000 shares of common stock, respectively, at an exercise 

price of $3.00 per share, for an aggregate purchase price of $4,050,000. Strul Associates Limited Partnership is a 

greater than 5% holder of the Company’s common stock. 

  

In December 2018 and May 2019, Dov Shiff exercised in full a warrant purchased in a May 2014 private placement 

and acquired 533,334 and 1,156,666 shares of common stock, respectively, at an exercise price of $0.375 per share. 

Of the aggregate shares acquired, 1,250,000 shares were issued to Mr. Shiff and 20,000 shares were issued to Mr. 

Shiff’s spouse, with the remaining shares issued to other individuals. Mr. Shiff is a member of the Company’s board 

of directors. 

  

In May 2019, Safety Investors 2014, LLC exercised in full a warrant purchased in a May 2014 private placement and 

acquired 650,000 shares of common stock at an exercise price of $0.375 per share, for an aggregate purchase price of 

$243,750. As the managing member of Safety Investors 2014, LLC, Mr. Siegelaub may be deemed to the beneficial 

owner of the shares held by such entity. 

  

In May 2019, Investment 2013 LLC exercised in full a warrant purchased in a November 2013 private placement and 

acquired 194,132 shares of common stock at an exercise price of $0.375 per share, for an aggregate purchase price of 

$72,800. As the managing member of Investment 2013 LLC, Mr. Siegelaub may be deemed to the beneficial owner 

of the shares held by such entity. 
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In June 2020, the Company issued a three-year volume warrant to purchase up to 1,125,000 shares of common stock 

to Strul Associates Limited Partnership, pursuant to a May 2016 private placement. The exercise price was $3.00 if 

exercised prior to June 1, 2021, $3.25 if exercised on or after June 1, 2021 and prior to June 1, 2022 and $3.50 if 

exercised on or after June 1, 2022 through June 1, 2023 (in each case, subject to adjustment, including in the event of 

certain subsequent equity sales by the Company). The warrant was exercisable in whole or in part at any time prior to 

or on June 1, 2023. In December 2020, Strul Associates Limited Partnership exercised the warrant in full and acquired 

an aggregate of 1,012,500 shares of common stock, including 675,000 shares of common stock for an aggregate 

purchase price of $2,025,000 and a net total of 337,500 shares of common stock pursuant to a cashless exercise of the 

remainder of the warrant. 

  

NOTE 10 STOCKHOLDERS’ DEFICIT 

  

(A) Common Stock 

  

The Company issued the following common stock at June 30, 2021 and December 31, 2020: 

  

  

Transaction Type       

Qty 

Shares 

Issued     

Qty 

Shares 

to be 

Issued     

Valuation 

$ (Issued)     

Valuation 

$ (To be 

Issued)     

Range of 

Value Per 

Share   

2021 Equity Transactions                                             
Common stock issued per PPM   (1)     214,957       —     $ 2,579,464     $ —     $ 12.00   

Common stock issued per consulting 

agreement   (2)     —       55,000       —       165,000       3.00   

Conversion of preferred stock   (3)     200,000       —       50,000       —       0.25   

Common stock issued for the 

cashless exercise of warrants   (4)     21,250       —       74,375       —       3.50   

Total Six Months 2021 Equity 

Transactions         436,207       55,000     $ 2,703,839     $ 165,000     $ 

0.25 – 

12.00   

  

  

The following is a more detailed description of the Company’s stock issuances from the table above: 

  

(1) Shares Issued to Investors and Placement Agent in Connection with Offering 

  

During the six months ended June 30, 2021, the Company engaged in four private placements of common stock at 

$12.00 per share to Bridge Line Ventures, including the sale of 25,373 shares in February 2021, for gross proceeds of 

$304,464; 37,500 shares in March 2021 for gross proceeds of $450,000; 2,084 shares in April 2021, for gross proceeds 

of $25,000; and 150,000 shares in June 2021 for gross proceeds of $1,800,000. 

  

(2) Shares Issued or Issuable to Executives, Employees, Consultants and Service Providers 

  

During the six months ended June 30, 2021, the Company incurred an obligation to issue to consultants of the 

Company, pursuant to consulting agreements, a total of 55,000 shares of its common stock valued at $3.00 per share; 

as of June 30, 2021, such shares had not been issued by the Company. 

  

(3)  Shares Issued Upon Conversion of Preferred Stock 

  

In February 2021, the Company issued 200,000 shares of its common stock valued at $0.25 per share, upon conversion 

of the same number of shares of Preferred Stock by the holder thereof. 

  

(4) Shares Issued Pursuant to Warrants Exercised 



  

In May 2021, an investor in the Company exercised in full 30,000 warrants to purchase common stock at $3.50 per 

share into 21,250 shares of common stock by cashless exercise. 
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(B) Preferred Stock  

  

The following is a summary of the Company’s Preferred Stock activity: 

  

Transaction Type   Quantity     Valuation     Value per Share   

Preferred Stock Balance at December 31, 2020     13,456,936     $ 3,364,233     $ 0.25   

2021 Preferred Stock Transactions     (200,000 )     (50,000 )     0.25   

Total 2021 Preferred Stock Transactions     (200,000 )   $ (50,000 )   $ 0.25   

Preferred Stock Balance at June 30, 2021     13,256,936     $ 3,314,233     $ 0.25   

  

In accordance with the August 2016 Elections, the Company has issued 13,456,936 shares of 6% Preferred Stock in 

exchange for Notes having a principal balance of $3,364,233. The Preferred Stock will be convertible upon the election 

of the holder thereof. Shares of the Preferred Stock may be repurchased by the Company upon 30 days’ prior written 

notice, in whole or in part, for USD $3.50 per share, provided that during such notice period the holder will continue 

to have the option and right to convert its shares of Preferred Stock into shares of Common Stock. Holders also have 

a put option, allowing them to sell their shares of Preferred Stock back to the Company at USD $0.25 per share, the 

Note conversion price, and therefore the stock is classified as Mezzanine equity rather than permanent equity. For 

both the six months June 30, 2021 and 2020, the Company paid dividends in the amount of $65,103 to the Preferred 

Stock shareholders. 

  

Redeemable preferred stock subject to redemption: $0 par value; 20,000,000 shares authorized; 13,256,936 at June 

30, 2021 and 13,456,936 at December 31, 2020. 

  

(C) Stock Options  

  

The following is a summary of the Company’s stock option activity: 

  

    Options     

Weighted 

Average 

Exercise 

Price     

Weighted 

Average 

Remaining 

Contractual 

Life (In 

Years)     

Aggregate 

Intrinsic 

Value   

Balance, December 31, 2020     12,654,500     $ 3.36       4.31     $ 8,754,750   

Exercised/Expired     —       —       —       —   

Granted     373,683       11.47       4.20       —   

Forfeited/Cancelled     —       —       —       —   

Balance, June 30, 2021     13,028,183     $ 4.06       4.31     $ 8,754,750   

  

The Company has issued, or the Company’s Board of Directors has authorized grants of, options, some of which have 

vested, to purchase shares of Common Stock through its 2015 Plan and/or 2018 Plan. The Company has issued options 

to purchase, in the aggregate, up to 7,075,000 shares of options to purchase shares of Common Stock, in conjunction 

with its 2015 Plan, 2018 Plan, agreements or otherwise. The Company has reserved 6,061,667 shares with the transfer 

agent for the future issuance for shares of Common Stock associated with options issued. 

  



Also on or about May 14, 2018, the Company granted non-qualified stock options to purchase up to 600,000 shares 

of Common Stock under the 2018 Plan at $5.00 per share (with 100,000 vested and the remaining amounts vesting in 

accordance with performance standards), but has not yet executed a stock option agreement; therefore, such grant has 

not been deemed issued and has not yet been included in the table above. 

  

The fair value of share options and similar instruments is estimated on the date of grant using a Black-Scholes. Refer 

to the footnote above – Stock-based compensation. The range of inputs used by the Company are as follows: 

  

At June 30, 2021, the Black-Scholes model calculations included stock price on the date of measurement ranging from 

$3.00 - $3.00, exercise price with a range of $3.00 - $12.00, a term ranging from 1.3 years to 1.3 years, computed 

volatility with a range of 34% to 34%, and a discount rate ranging from .09% to 2.49%. 
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At December 31, 2020, the Black-Scholes model calculations included stock price on the date of measurement ranging 

from $3.00 - $3.00, exercise price with a range of $3.00 - $12.00, a term ranging from 1.3 years to 7.5 years, computed 

volatility with a range of 34% to 82%, and a discount rate ranging from .09% to 2.49%. 

  

The Company recognized compensation expense related to the vesting of options. Value of options for the six-months 

ended June 30, 2021 and the year ended December 31: 

  

Compensation expense related to vesting options   June 30, 2021     2020   

Options expense pursuant to chairman agreement   $ 64,325     $ 897,063   

Options expense pursuant to director compensation policy     —       412,825   

Option expense pursuant to executive compensation agreement     —       15,476   

Option expense pursuant to employee and consulting agreement     108,061       840,083   

    $ 172,386     $ 2,165,447   

  

(D) Warrants Issued  

  

The following is a summary of the Company’s warrant activity: 

  

    

Number of 

Warrants     

Weighted Average 

Exercise Price   

Balance, December 31, 2020     1,602,415     $ 3.23   

Issued     214,957       12.00   

Exercised     —       —   

Forfeited/Cancelled     —       —   

Balance, June 30, 2021     1,817,372     $ 3.24   

  

The fair value of share warrants and similar instruments is estimated on the date of grant using a Black-Scholes. Refer 

to the footnote above – Stock-based compensation. 

  

(E) 2015 Stock Plan 

  

On April 27, 2015, the Board approved the Company’s 2015 Stock Incentive Plan (the “2015 Plan”), and effective 

July 31, 2016, a majority of the Company’s shareholders approved the 2015 Plan. Under the 2015 Plan, the Board has 

the sole authority to implement, interpret, and/or administer the 2015 Plan unless the Board delegates all or any portion 

of its authority to implement, interpret, and/or administer the 2015 Plan to a committee of the Board, or (ii) the 

authority to grant and administer awards under the 2015 Plan to an officer of the Company. The 2015 Plan relates to 

the issuance of up to 5,000,000 shares of Common Stock, subject to adjustment, and shall be effective for ten (10) 

years, unless earlier terminated. Certain options to be granted to employees under the 2015 Plan are intended to qualify 



as Incentive Stock Options (“ISOs”) pursuant to Section 422 of the Internal Revenue Code of 1986, as amended, while 

other options granted under the 2015 Plan will be nonqualified options not intended to qualify as Incentive Stock 

Options ISOs (“Nonqualified Options”), either or both as provided in the agreements evidencing the options described. 

The 2015 Plan was replaced by the 2018 Plan (as defined below). 

  

(F) 2018 Stock Plan 

  

On April 26, 2018, the Board approved the Company’s 2018 Stock Incentive Plan, which was amended and restated 

on August 30, 2019 (the “2018 Plan”). Under the 2018 Plan, the Board has the sole authority to implement, interpret, 

and/or administer the 2018 Plan unless the Board delegates all or any portion of its authority to implement, interpret, 

and/or administer the 2018 Plan to a committee of the Board, or (ii) the authority to grant and administer awards under 

the 2018 Plan to an officer of the Company. The 2018 Plan relates to the issuance of up to 5,000,000 shares of Common 

Stock, subject to adjustment, and shall be effective for ten (10) years, unless earlier terminated. As of June 30, 2021, 

up to 96,817 shares of Common Stock were available for issuance (not granted) under the 2018 Plan. 
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NOTE 11 COMMITMENTS 

  

(A) Operating Lease  

  

On September 23, 2020, the Company entered into a 12-month real property lease for office space at $2,175 per month. 

The Company expenses such payment as rent expense in the period incurred. 

  

Minimum future rent obligations are approximately as follows: 

  

Year   

Minimum 

Obligation   

2021   $ 6,525   

Thereafter     —   

    $ 6,525   

  

(B) Executive Employment Agreements  

  

John P. Campi (Chief Executive Officer and Chief Financial Officer) 

  

Effective September 1, 2019, the Company entered into an Executive Employment Agreement with John Campi, its 

Chief Executive Officer and Chief Financial Officer (the “Campi Agreement”), which superseded Mr. Campi’s 

previous employment agreement effective September 1, 2016. The Campi Agreement provided for an initial term of 

one year, which expired August 31, 2020. The term may be, and has been, renewed by the mutual agreement of Mr. 

Campi and the Company. Subject to other customary terms and conditions of such agreements, the Campi Agreement 

provides that Mr. Campi will receive: (i) a base salary of $150,000 per year, which may be adjusted each year at the 

discretion of the board; (ii) a sign-on bonus of a stock option to purchase 120,000 shares of common stock at an 

exercise price of $6.00 per share, which vested in its entirety on December 31, 2020; (iii) incentive compensation 

consisting of (a) a cash component, paid on an annual basis, equal to (x) 0.25% of the Company’s annual gross revenue 

and (y) 3.0% of the Company’s annual net income, and (b) a stock option component, consisting of five-year options 

to purchase shares of common stock in an amount equal to 0.5% of the Company’s quarterly net income, the exercise 

price of which will be determined at the time such options are granted. Mr. Campi is also entitled to receive expense 

reimbursement for reasonable expenses, including travel and entertainment, incurred in the performance of his duties. 

  

Pursuant to the Campi Agreement, Mr. Campi may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement, theft or neglect of or refusal to substantially perform the duties of his employment that is materially 



injurious to the financial condition or business reputation of the Company; a material violation of the Campi 

Agreement by Mr. Campi that is not cured within 30 days of written notice; and Mr. Campi’s death, disability or 

incapacity. Following the expiration of the initial term, the Campi Agreement may be terminated by the board of 

directors at its discretion, in which case Mr. Campi will receive a payment equal to 50% of his then-applicable annual 

base salary. In addition, Mr. Campi may terminate the Campi Agreement at his discretion by providing at least 30 

days’ prior written notice to the Company. 

  

In the event the Company is acquired, is the non-surviving entity in a merger or sells all or substantially all of its 

assets, the Campi Agreement will survive, and the Company will use its best efforts to ensure that the transferee or 

surviving company is bound by the provisions of the Campi Agreement. All shares granted will vest immediately. 
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Rani R. Kohen (Executive Chairman) 

  

Effective September 1, 2019, the Company entered into an Executive Chairman Agreement with Rani R. Kohen (as 

amended, the “Chairman Agreement”) to serve as the Company’s Executive Chairman and Chairman of the board of 

directors, which superseded Mr. Kohen’s previous chairman agreement effective September 1, 2016. The Chairman 

Agreement provides that Mr. Kohen will serve for an initial term of three years and that the Chairman Agreement will 

automatically renew unless Mr. Kohen or the board of directors decide otherwise. 

  

Subject to other customary terms and conditions of such agreements, the Chairman Agreement provides that Mr. 

Kohen will receive: (i) a base salary of $250,000 per year, which will be increased by the Company in the event the 

Company has a significant cash raise; (ii) annual equity compensation consisting of an option to purchase 340,000 

shares of common stock at an exercise price of $6.00 per share, which will vest one year following the date of grant 

(subject to certain exceptions) and will have a five-year term; (iii) a sign-on bonus stock option to purchase 120,000 

shares of common stock at an exercise price of $6.00 per share, which vested in its entirety on January 1, 2020 and 

has a five-year term; (iv) supplemental bonus compensation of stock options to purchase up to 6,000,000 shares of 

common stock at an exercise price ranging between $6.00 and $8.00 per share, determined based on the achievement 

of specified market capitalizations of the Company, as described further below, which will have a five-year term; (v) 

supplemental bonus compensation of stock options to purchase up to 4,000,000 shares of common stock at an exercise 

price ranging between $3.00 and $5.00 per share, determined based on the achievement of specified market 

capitalizations of the Company, as provided by the previous chairman agreement and described further below; and 

(vi) incentive compensation equal to 0.5% of the Company’s gross revenue, which will be paid in cash, stock and/or 

options on an annual basis. 

  

Mr. Kohen is eligible for the following supplemental bonus compensation under the Chairman Agreement: (i) options 

to purchase 500,000 shares of common stock at an exercise price of $6.00 per share, upon the Company achieving 

each of the following market capitalizations: $500.0 million, $1.0 billion, $1.5 billion and $2.0 billion; (ii) options to 

purchase 500,000 shares of common stock at an exercise price of $7.00 per share, upon the Company achieving each 

of the following market capitalizations: $3.0 billion, $4.0 billion, $5.0 billion and $6.0 billion; and (iii) options to 

purchase 500,000 shares of common stock at an exercise price of $8.00 per share, upon the Company achieving each 

of the following market capitalizations: $7.0 billion, $8.0 billion, $9.0 billion and $10.0 billion. Mr. Kohen 

additionally remains eligible to receive the following supplemental bonus compensation, pursuant to the prior 

chairman agreement: (i) options to purchase 500,000 shares of common stock at $3.00 per share, upon the Company 

achieving each of the following market capitalizations: $300.0 million, $500.0 million and $750.0 million; (ii) options 

to purchase 500,000 shares of common stock at $4.00 per share, upon the Company achieving each of the following 

market capitalizations: $1.0 billion, $1.5 billion and $2.0 billion; and (iii) options to purchase 500,000 shares of 

common stock at $5.00 per share, upon the Company achieving each of the following market capitalizations: $2.5 

billion and $3.0 billion. As of June 30, 2021, the following options have vested: (i) options to purchase 1.5 million 

shares at an exercise price of $3.00 per share, (ii) options to purchase 500,000 shares at an exercise price of $4.00 per 

share; and (iii) options to purchase 1.0 million shares at an exercise price of $6.00 per share. 

  



Mr. Kohen is also entitled to receive a car allowance of $1,000 per month, reimbursement for cell phone costs and 

expense reimbursement for reasonable expenses, including travel and entertainment, incurred in the performance of 

his duties. In addition, in the event Mr. Kohen invents additional new products and applications for the Company, 

including products based on the Company’s existing intellectual property, Mr. Kohen will be entitled to receive 

additional compensation, which will be determined by the board of directors. 

  

Pursuant to the Chairman Agreement, Mr. Kohen may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement or theft; a material violation of the Chairman Agreement by Mr. Kohen that is not cured within 60 days 

of written notice; and Mr. Kohen’s death, disability or incapacity. During the initial term of the Chairman Agreement, 

if Mr. Kohen is terminated without cause, (i) the Company will pay Mr. Kohen an amount calculated by multiplying 

Mr. Kohen’s monthly salary at the time of such termination by the number of months remaining in the initial term; 

(ii) Mr. Kohen’s annual equity compensation will vest on a pro rata basis; and (iii) Mr. Kohen will receive full payment 

of all unpaid incentive compensation. Following the expiration of the initial term, the Chairman Agreement may be 

terminated by the board of directors at its discretion, in which case Mr. Kohen will receive full payment for all 

incentives and will be entitled to compensation for his invented products. Mr. Kohen may terminate the Chairman 

Agreement at his discretion by providing at least 90 days’ prior written notice to the Company. In the event Mr. 

Kohen’s employment is terminated by reason of his death, the Company will pay Mr. Kohen’s beneficiaries 12 months 

of Mr. Kohen’s base salary or Mr. Kohen’s base salary through the remainder of the year in which Mr. Kohen’s death 

occurs, whichever is greater, and all annual stock compensation, incentive compensation and supplemental bonus 

compensation due to Mr. Kohen will be bequeathed to his beneficiaries. 

  

In the event the Company is acquired, is the non-surviving party in a merger or sells all or substantially all of its assets, 

the Chairman Agreement will not be terminated, and the Company will ensure that the transferee or surviving company 

is bound by the provisions of the Chairman Agreement. All shares granted and any other compensation will vest and 

be paid immediately. 
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Patricia Barron (Chief Operations Officer) 

  

Effective September 1, 2019, the Company entered into an Executive Employment Agreement with Patricia Barron, 

its Chief Operations Officer (the “Barron Agreement”), which superseded Ms. Barron’s previous employment 

agreement effective July 1, 2016. The Barron Agreement provided for an initial term of one year, which term may be, 

and has been, renewed by the mutual agreement of Ms. Barron and the Company. Subject to other customary terms 

and conditions of such agreements, the Barron Agreement provides that Ms. Barron will receive: (i) a base salary of 

$150,000 per year, which may be adjusted each year at the discretion of the board; (ii) a sign-on bonus of a stock 

option to purchase 100,000 shares of common stock at an exercise price of $6.00 per share, which vested in its entirety 

on December 31, 2020; and (iii) cash incentive compensation equal to 0.25% of the Company’s net revenue, payable 

on an annual or quarterly basis. Ms. Barron is also entitled to receive expense reimbursement for reasonable expenses, 

including travel and entertainment, incurred in the performance of her duties. 

  

Pursuant to the Barron Agreement, Ms. Barron may be terminated for “cause,” which is defined as an act of fraud, 

embezzlement, theft or neglect of or refusal to substantially perform the duties of her employment that is materially 

injurious to the financial condition or business reputation of the Company; a material violation of the Barron 

Agreement by Ms. Barron that is not cured within 30 days of written notice; and Ms. Barron’s death, disability or 

incapacity. Following the expiration of the initial term, the Barron Agreement may be terminated by the board of 

directors at its discretion, in which case Ms. Barron will receive one month of her then-applicable annual base salary 

for every year of employment by the Company, as well as any unpaid incentive compensation. In addition, Ms. Barron 

may terminate the Barron Agreement at her discretion by providing at least 30 days’ prior written notice to the 

Company. 

  



In the event the Company is acquired, is the non-surviving entity in a merger or sells all or substantially all of its 

assets, the Barron Agreement will survive, and the Company will use its best efforts to ensure that the transferee or 

surviving company is bound by the provisions of the Barron Agreement. All shares granted will vest immediately. 

  

NOTE 12 CONCENTRATIONS 

  

Major Customers and Accounts Receivable 

  

The Company had certain customers whose revenue individually represented 10% or more of the Company’s total 

revenue, or whose accounts receivable balances individually represented 10% or more of the Company’s total accounts 

receivable, as follows: 

  

For both the six-months ended June 30, 2021 and 2020, two customers accounted for 100% of revenue. 

  

At June 30, 2021, one customer accounted for 100% of accounts receivable. Although the Company is directly affected 

by the financial condition of its customers, management does not believe significant credit risks existed at June 30, 

2021. Generally, the Company does not require collateral or other securities to support its accounts receivable. All 

amounts were deemed collectible at June 30, 2021 and December 31, 2020 and accordingly, the Company had not 

incurred any bad debt expense at June 30, 2021 and December 31, 2020. 

  

Major Vendors 

  

The Company had two major vendors that accounted for approximately 100% of cost of sales, for the six-months 

ended June 30, 2021 and 2020. The Company expects to maintain this relationship with the vendors. 
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NOTE 13 LEGAL PROCEEDINGS  

  

From time to time, we may become party to litigation or other legal proceedings that we consider to be a part of the 

ordinary course of our business. We are not currently involved in legal proceedings that could reasonably be expected 

to have a material adverse effect on our business, prospects, financial condition, or results of operations. 

  

NOTE 14 SUBSEQUENT EVENTS 

  

Transactions with Bridge Line Ventures, LLC Series ST-1 

  

The Company and Bridge Line Ventures (a Related Party) , the manager of which is Bridge Line Advisors, LLC, of 

which Leonard J. Sokolow, a member of the Company’s board of directors, is Chief Executive Officer and President, 

entered into a stock purchase agreement, dated August 31, 2021, pursuant to which Bridge Line Ventures purchased 

16,667 shares of common stock at a purchase price per share of $12.00 and received a warrant to purchase 16,667 

shares of common stock with an exercise price of $12.00 per share. The Company and Bridge Line Ventures also 

entered into an amendment, dated August 31, 2021, to the Bridge Line SPAs previously entered into. See Note 9 for 

additional information regarding the Bridge Line SPAs and warrant. 

  

Transactions with Newbridge Securities Corporation 

  

In November 2021, the Company issued three-year warrants to purchase an aggregate of up to 3,750 shares of common 

stock at an exercise price of $12.00 per share (subject to adjustment, including in the event of certain subsequent 

equity sales by the Company), including warrants to purchase up to 725 shares and 1,088 shares issued to Newbridge 

Securities Corporation and Mr. Sokolow, respectively. The warrants contain substantially the same terms as the 

warrants issued to Newbridge Securities Corporation and its affiliates effective December 31, 2020; for more 

information, see Note 9, Related Party Transactions. 



  

Line of Credit  

  

In November 2021, the Company reached an agreement to enter into a new secured promissory note with Nielsen & 

Bainbridge, LLC (“NBG”), in the amount of approximately $5.8 million, which will amend and replace the existing 

promissory note. The unpaid principal will accrue interest at the Wall Street Journal prime rate plus 1.75% per year. 

The amended note will mature sixty months following the date of issuance. The Company will be required to make 

the following payments to NBG: on the date of issuance, $243,000; on December 30, 2021, an amount equal to all 

accrued and unpaid interest as of such date, plus $100,000; and on each of July 1, 2022, December 30, 2022, July 1, 

2023 and December 30, 2023, an installment payment in an amount equal to all accrued and unpaid interest as of the 

respective date, plus $200,000. Beginning January 15, 2024, the Company will be required to pay equal monthly 

installments of $141,859.74 in principal, plus interest. The Company may prepay the amounts due under the note at 

any time and from time to time. The note will contain customary events of default and, in the event an event of default 

occurs, the note and all accrued interest will become immediately due and payable. The note will be secured by the 

existing pledge and security agreement and by a first priority security interest in substantially all of the Company’s 

assets. 

  

F-70 

CONFIDENTIAL TREATMENT REQUESTED BY SQL TECHNOLOGIES CORP. 

PURSUANT TO 17 CFR 200.83 

  

Shares of Common Stock  

  

 
  

PROSPECTUS  

  

  

  

The Benchmark Company 

  

  

  

        , 2021 

  

Through and including                  , 2021 (the 25th day after the date of this prospectus), all dealers that buy, 

sell or trade shares of our common stock, whether or not participating in this offering, may be required to 

deliver a prospectus. This delivery requirement is in addition to the dealer’s obligation to deliver a prospectus 

when acting as an underwriter and with respect to an unsold allotments or subscriptions. 
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PART II 

INFORMATION NOT REQUIRED IN PROSPECTUS 

  

ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION.  

  

The following table sets forth the fees and expenses, other than underwriting discounts and commissions, payable in 

connection with the registration of the common stock hereunder. All amounts are estimates except the SEC registration 

fee, FINRA filing fee and the Nasdaq initial listing fee. 



  

    

Amount 

to be paid   

SEC registration fee   $       *   

FINRA filing fee   $ *   

Nasdaq initial listing fee   $ *   

Legal fees and expenses   $ *   

Accounting fees and expenses   $ *   

Transfer agent and registrar fees and expenses   $ *   

Printing and engraving expenses   $ *   

Miscellaneous   $ *   

Total   $ *   

  

* To be provided by amendment.  

  

ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICERS.  

  

Our articles of incorporation provide that, to the fullest extent permitted by law, no director or officer of the Company 

will be personally liable to the Company or its stockholders for damages for breach of any duty owed to the Company 

or its stockholders. In addition, our bylaws provide that our directors and officers will be indemnified to the fullest 

extent permitted by the FBCA. Specifically, our bylaws require the Company to indemnify any person who is or was, 

or has agreed to become, a director or officer of the Company (hereinafter, a “director” or “officer”) and who is or 

was made or threatened to be made a party to or is involved in any threatened, pending or completed action, suit, 

arbitration, alternative dispute mechanism, inquiry, investigation, hearing or other proceeding (hereinafter, a 

“proceeding”), including an action by or in the right of the Company to procure a judgment in its favor and an action 

by or in the right of any other corporation of any type or kind, domestic or foreign, or any partnership, joint venture, 

trust, employee benefit plan or other enterprise, which such person is serving, has served or has agreed to serve in any 

capacity at the request of the Company, by reason of the fact that he or she is or was, or has agreed to become, a 

director or officer of the Company, or, while a director or officer of the Company, is or was serving, or has agreed to 

serve, such other corporation, partnership, joint venture, trust, employee benefit plan or other enterprise in any 

capacity, against (i) judgments, fines, amounts paid or to be paid in settlement, taxes or penalties, and (ii) costs, charges 

and expenses, including attorneys’ fees (hereinafter, “expenses”), incurred in connection with such proceeding. 

However, a director and/or officer is not entitled to indemnification if a judgment or other final adjudication adverse 

to the director or officer and from which there is no further right to appeal establishes that (i) his or her acts were 

committed in bad faith or were the result of active and deliberate dishonesty and, in either case, were material to the 

cause of action so adjudicated, or (ii) he or she personally gained in fact a financial profit or other advantage to which 

he or she was not legally entitled. The Company is required to indemnify a director or officer in connection with any 

suit (or part thereof) initiated by a director or officer only if such suit (or part thereof) was authorized by the board of 

directors. 

  

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or 

persons controlling the Company pursuant to the foregoing provisions, we have been informed that in the opinion of 

the SEC, such indemnification is against public policy as expressed in the Securities Act and is therefore 

unenforceable. 
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We also maintain general liability insurance that covers certain liabilities of our directors and officers arising out of 

claims based on acts or omissions in their capacities as directors or officers. 

  



The underwriting agreement filed as Exhibit 1.1 to this registration statement provides for indemnification of us and 

our directors and officers by the underwriters against certain liabilities under the Securities Act and the Securities 

Exchange Act. 

  

ITEM 15. RECENT SALES OF UNREGISTERED SECURITIES.  

  

In the three years preceding the filing of this registration statement, we have issued the following securities that were 

not registered under the Securities Act: 

  

Common Stock Issuances (Excluding Option and Warrant Exercises) 

  

In March 2018, the Company issued 120,000 shares to each of Messrs. Campi and Wells, for an aggregate of 240,000 

shares, pursuant to their respective employment agreements. 

  

In each of June 2018 and September 2018, the Company issued 150,000 shares of common stock, for an aggregate of 

300,000 shares, to a joint venture partner pursuant to a 2018 agreement. 

  

In March 2019, the Company issued 333,333 shares of common stock to a joint venture partner pursuant to a 2018 

agreement. 

  

In June 2019, the Company issued 105,000 shares of common stock to a service provider pursuant to an agreement 

with such provider. 

  

In December 2019, the Company issued an aggregate of 216,667 shares of common stock to certain investors in a 

private placement for aggregate proceeds of approximately $2.6 million at a purchase price of $12.00 per share. 

  

In December 2019, the Company issued 100,000 shares of common stock to an employee as a stock award granted 

pursuant to his employment agreement. 

  

In December 2019, the Company issued an aggregate of 170,000 shares of common stock to two employees pursuant 

to their employment agreements. 

  

In December 2019, the Company issued an aggregate of 212,000 shares of common stock to its four non-employee 

directors as part of their director compensation, consisting of the following: 50,000 shares issued to each of Shiff 

Group Investments Ltd., Mr. Ridge and Mr. Peter and 62,000 shares issued to Mr. Sokolow. 

  

In January 2020, the Company issued 29,167 shares of common stock to an investor in a private placement for 

aggregate proceeds of approximately $350,000 at a purchase price of $12.00 per share. 

  

In June 2020, the Company issued 8,334 shares of common stock to an investor in a private placement for aggregate 

proceeds of approximately $100,000 at a purchase price of $12.00 per share. 

  

In August 2020, the Company issued an aggregate of 124,000 shares of common stock to an employee pursuant to his 

employment agreement. 

  

In August 2020, the Company issued 333,333 shares of common stock to a joint venture partner pursuant to a 2018 

agreement. 

  

In November 2020, the Company issued an aggregate of 4,750 shares of common stock to a consulting firm as 

compensation for services provided pursuant to a consulting agreement with such firm. 
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In November 2020, the Company issued an aggregate of 1,150,000 shares of common stock to three employees and 

consultants, including 1,025,000 shares issued to Mr. Wells, pursuant to their respective employment or consulting 

agreements. The shares issued to Mr. Wells were granted pursuant to his 2016 executive employment agreement, 

pursuant to which he served as the Company’s president, for services provided during the term of the agreement. 

  

In February 2021, the Company issued 2,084 shares of common stock to a service provider. 

  

In March 2021, the Company issued an aggregate of 43,000 shares of common stock to Mr. Sokolow as part of his 

director compensation. 

  

In March 2021, the Company issued 10,000 shares of common stock to four investors pursuant to the investment 

banking agreement with Newbridge Securities Corporation, of which Mr. Sokolow received 4,500 shares and 

Newbridge Securities Corporation received 3,600 shares. 

  

In a series of transactions from February 2021 to August 2021, Bridge Line Ventures purchased an aggregate of 

231,624 shares of common stock for aggregate proceeds of approximately $2.8 million at a purchase price of $12.00 

per share. The share purchases consisted of 25,373 shares purchased in February 2021; 37,500 shares purchased in 

March 2021; 2,084 shares purchased in April 2021; 150,000 shares purchased in June 2021; and 16,667 shares 

purchased in August 2021. 

  

In October 2021, in private placement transactions with four investors, the Company sold an aggregate of 37,502 

shares of common stock and 37,502 warrants to purchase shares of common stock at an exercise price of $12.00 per 

share for aggregate gross proceeds of approximately $450,000. 

  

Option Grants and Exercises 

  

In May 2018, the Company granted options to purchase an aggregate of 1,800,000 shares of common stock, at exercise 

prices ranging from $3.00 to $5.00 per share, to certain of its employees, consultants and non-employee directors as 

compensation, including options to purchase 300,000 shares issued to Mr. Sokolow, options to purchase 500,000 

shares issued to Mr. Ridge and options to purchase 100,000 shares issued to Mr. Peter. 

  

In June 2018, the Company granted options to purchase an aggregate of 600,000 shares of common stock to a 

consultant of the Company, at an exercise price of $5.00 per share. 

  

In December 2019, the Company issued a net total of 231,250 shares of common stock to a consultant pursuant to a 

cashless exercise of options to purchase an aggregate of 250,000 shares. 

  

In March 2021, the Company granted Mr. Sokolow the following options to purchase shares of common stock as 

director compensation: 

  

  ● Options to purchase 75,000 shares of common stock, at an exercise price of $2.60 per share, which expire 

January 1, 2022. 

      

  ● Options to purchase 100,000 shares of common stock, at an exercise price of $3.00 per share, which expire 

January 1, 2023.  

      

  ● Options to purchase 100,000 shares of common stock, at an exercise price of $3.00 per share, which expire 

January 1, 2024.  

      

  ● Options to purchase 100,000 shares of common stock, at an exercise price of $3.00 per share, which expire 

January 1, 2025.  

      

  ● Options to purchase 100,000 shares of common stock, at an exercise price of $12.00 per share, which expire 

January 1, 2026.  
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Series A Preferred Stock Conversions 

  

In February 2021, a holder of Series A Preferred Stock converted 200,000 shares of the Series A Preferred Stock into 

200,000 shares of common stock. 

  

Warrant Issuances and Exercises 

  

In October 2018, five warrant holders acquired an aggregate of 1,379,624 shares of common stock, including 46,250 

shares acquired pursuant to a cashless exercise of 50,000 warrant shares, 333,374 shares acquired at an exercise price 

of $0.375 per share, for cash proceeds of approximately $125,015, and 1,000,000 shares acquired at an exercise price 

of $3.00 per share, for cash proceeds of approximately $3.0 million. 

  

In November 2018, three warrant holders acquired an aggregate of 490,000 shares of common stock, including 

140,000 shares acquired at an exercise price of $0.375 per share, for cash proceeds of approximately $52,500, and 

350,000 shares acquired at an exercise price of $3.00 per share, for cash proceeds of approximately $1.1 million. 

  

In December 2018, four individuals acquired an aggregate of 533,334 shares of common stock pursuant to the exercise 

of an outstanding warrant by Mr. Shiff, including 103,334 shares acquired by Mr. Shiff, a member of the Company’s 

board of directors, and 10,000 shares acquired by Mr. Shiff’s spouse, at an exercise price of $0.375 per share. 

  

In June 2019, four warrant holders acquired an aggregate of 2,556,666 shares of common stock, including 1,156,666 

shares acquired by Mr. Shiff, a member of the Company’s board of directors, of which 10,000 shares were issued to 

Mr. Shiff’s spouse, at an exercise price of $0.375 per share, for cash proceeds of approximately $958,750. 

  

In December 2019, a holder of two warrants acquired an aggregate of 60,000 shares of common stock, including 

30,000 shares acquired pursuant to a cashless exercise of 60,000 warrant shares pursuant to the first warrant and 

30,000 shares acquired at an exercise price of $3.50 per share, for cash proceeds of approximately $105,000, pursuant 

to the second warrant. 

  

In December 2019, a warrant holder acquired 194,132 shares of common stock at an exercise price of $0.375 per 

share, for cash proceeds of approximately $72,800. 

  

In June 2020, the Company issued a three-year volume warrant to purchase up to 1,125,000 shares of common stock 

to an existing stockholder. The exercise price was $3.00 if exercised prior to June 1, 2021, $3.25 if exercised on or 

after June 1, 2021 and prior to June 1, 2022 and $3.50 if exercised on or after June 1, 2022 through June 1, 2023 (in 

each case, subject to adjustment, including in the event of certain subsequent equity sales by the Company). The 

warrant was exercisable in whole or in part at any time prior to or on June 1, 2023. In December 2020, the investor 

exercised the warrant in full, and in January 2021, the Company issued an aggregate of 1,012,500 shares of common 

stock, including 675,000 shares of common stock for cash proceeds of approximately $2.0 million and a net total of 

337,500 shares of common stock pursuant to a cashless exercise of the remainder of the warrant. 

  

On December 31, 2020, the Company issued the 2020 Newbridge Warrants, which are three-year warrants to purchase 

an aggregate of up to 14,375 shares of common stock at an exercise price of $12.00 per share (subject to adjustment, 

including in the event of certain subsequent equity sales by the Company), including warrants to purchase up to 5,674 

shares and 4,469 shares issued to Newbridge Securities Corporation and Mr. Sokolow, respectively. The Company 

also issued the 2021 Newbridge Warrants, dated October 26, 2021, which are three-year warrants to purchase an 

aggregate of up to 3,750 shares of common stock at an exercise price of $12.00 per share (subject to adjustment, 

including in the event of certain subsequent equity sales by the Company), including warrants to purchase up to 725 

shares and 1,088 shares issued to Newbridge Securities Corporation and Mr. Sokolow, respectively. The Newbridge 

Warrants may be exercised, in whole or in part, at any time on or prior to the third anniversary of the effective date of 

the warrant. Among other terms, the Newbridge Warrants provide for cashless exercise if, one year following the 



effective date of the warrant, there is no effective registration statement registering the shares of common stock 

issuable upon exercise of the Newbridge Warrants. The Newbridge Warrants also provide for certain piggyback 

registration rights, subject to certain exceptions, including, for the 2021 Newbridge Warrants, if the registration 

statement is for an initial public offering, such that, if the Company registers any of its securities either for its own 

account or for the account of other security holders, the holders of the Newbridge Warrants are entitled to include 

their shares in the registration. Subject to certain exceptions, if the offering is being underwritten, the Company and 

the underwriters may limit the number of shares included in the underwritten offering if the underwriters believe that 

including such shares would adversely affect the offering. 
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In May 2021, a warrant holder acquired an aggregate of 21,250 shares of common stock pursuant to a cashless exercise 

of 30,000 warrant shares. The warrant had an exercise price of $3.50 per share. 

  

Pursuant to the Bridge Line SPAs, in each of June 2021 and August 2021, Bridge Line Ventures received the Bridge 

Line Ventures Warrants, three-year warrants to purchase up to 214,957 and 16,667 shares of the Company’s common 

stock, respectively, at an exercise price of $12.00 per share (subject to adjustment, including in the event of certain 

subsequent equity sales by the Company). The Bridge Line Ventures Warrants may be exercised, in whole or in part, 

at any time on or prior to June 30, 2024 or August 31, 2024, respectively. Among other terms, the Bridge Line Ventures 

Warrants provide for cashless exercise of the Bridge Line Ventures Warrants if, after June 30, 2022 or August 31, 

2022, respectively, there is no effective registration statement registering the shares of common stock issuable upon 

exercise of the Bridge Line Ventures Warrants. In addition, the Bridge Line Ventures Warrants contain certain 

piggyback registration rights, which are substantially the same as those provided in by the Bridge Line SPAs, as 

described under “Certain Relationships and Related Party Transactions—Bridge Line Ventures.” 

  

In October 2021, in private placement transactions with four investors, the Company sold an aggregate of 37,502 

shares of common stock and 37,502 warrants to purchase shares of common stock at an exercise price of $12.00 per 

share for aggregate gross proceeds of approximately $450,000. The warrants have a three year term and an exercise 

price of $12.00 per share (subject to adjustment, including in the event of certain subsequent equity sales by the 

Company). In addition, the warrants provide for cashless exercise if, after one year, there is no effective registration 

statement registering the shares of common stock issuable upon exercise of the warrants and for certain piggyback 

registration rights, such that, subject to certain exceptions, including if the registration statement is for an initial public 

offering, if the Company registers any of its securities either for its own account or for the account of other security 

holders, the warrant holders are entitled to include their shares in the registration. 

  

Convertible Note Financings 

  

The Company entered into securities purchase agreements from September 2020 to January 2021 with five investors, 

pursuant to which each investor agreed to purchase a three-year subordinated convertible promissory note. Subject to 

other customary terms, each note matures in three years and accrues interest at a rate of 6% per annum, which is 

payable annually in cash or common stock, at the holder’s discretion. At any time after issuance and prior to or on the 

maturity date, each note is convertible at the option of the holder into shares of common stock at a conversion price 

of $15.00 per share. Upon notice to the holder, the Company may prepay, in whole or in part, the outstanding balance 

of the note at any time prior to the maturity date; the holder has the right to convert the note into shares of common 

stock in lieu of prepayment. Upon the occurrence of certain events of default, and upon written notice from the holder, 

each note will become immediately due and payable and, until paid in full, will bear interest at a rate of 12% per 

annum. The purchase date, principal face amount and maturity date of each note is as follows: 

  

  ● On September 22, 2020, Mr. Sokolow purchased a note in the principal face amount of $250,000, which 

matures on September 22, 2023 and may be converted into 16,667 shares.  

      

  ● On October 30, 2020, Sky Technology Partners, LLC purchased a note in the principal face amount of 

$300,000, which matures on October 30, 2023 and may be converted into 20,000 shares.  



      

  ● On November 3, 2020, Shiff Group Investments Ltd., of which Mr. Shiff is the President and Chief Executive 

Officer, purchased a note in the principal face amount of $600,000, which matures on November 3, 2023 and 

may be converted into 40,000 shares.  

      

  ● On November 10, 2020, John Campi, our Chief Executive Officer and Chief Financial Officer, purchased a 

note in the principal face amount of $100,000, which matures on November 10, 2023 and may be converted 

into 6,667 shares.  

      

  ● On January 13, 2021, an accredited investor purchased a note in the principal face amount of $50,000, which 

matures on January 13, 2024 and may be converted into 3,334 shares.  
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Equity to be Issued 

  

Shares of common stock underlying the following option awards to the Company’s named executive officers, non-

employee directors and other employees and consultants remain pending: five-year options to purchase 3.0 million 

shares of common stock, which vested on the effective grant date and were granted to Rani Kohen, the Company’s 

Executive Chairman, pursuant to his employment agreement, of which 1.5 million have an exercise price of $3.00 per 

share, 500,000 have an exercise price of $4.00 per share and 1.0 million have an exercise price of $6.00 per share, all 

of which expire November 21, 2024; five-year options to purchase 1,140,000 shares of common stock, granted to Mr. 

Kohen pursuant to his employment agreement, which have an exercise price of $6.00 per share, vest as to 120,000 

shares January 1, 2020 and as to 340,000 shares on each of September 1, 2020, 2021 and 2022, and expire September 

1, 2024; five-year options to purchase 120,000 shares of common stock, granted to John Campi, the Company’s Chief 

Executive Officer and Chief Financial Officer, pursuant to his employment agreement, which have an exercise price 

of $6.00 per share, vest in full on December 31, 2020 and expire September 1, 2024; five-year options to purchase 

100,000 shares of common stock, granted to Patricia Barron, the Company’s Chief Operations Officer, pursuant to 

her employment agreement, which have an exercise price of $6.00 per share, vest in full on December 31, 2020 and 

expire September 1, 2024; five-year options to purchase 220,000 shares of common stock, granted to Steven Schmidt, 

the Company’s President, pursuant to his consulting agreement, of which (i) 60,000 have an exercise price of $0.10 

per share, vest in three equal installments on each of October 1, 2020, 2021 and 2022, and expire October 1, 2024, (ii) 

60,000 have an exercise price of $6.00 per share, vest in three equal installments on each of October 1, 2020, 2021 

and 2022, and expire October 1, 2024, and (iii) 100,000 have an exercise price of $12.00 per share, vest in four equal 

installments on each of June 1, 2021, 2022, 2023 and 2024, and expire June 1, 2026; five-year options to purchase an 

aggregate of 125,000 shares, granted to each of Phillips Peter, Thomas Ridge and Dov Shiff as director compensation, 

all of which vested on the effective grant date and of which, for each director, (i) 25,000 have an exercise price of 

$2.60 per share and expire January 1, 2022, (ii) 25,000 have an exercise price of $3.00 per share and expire January 

1, 2023, (iii) 25,000 have an exercise price of $3.00 per share and expire January 1, 2024, (iv) 25,000 have an exercise 

price of $3.00 per share and expire January 1, 2025, and (v) 25,000 have an exercise price of $12.00 per share and 

expire January 1, 2026; and options to purchase an aggregate of 1,997,182 shares of common stock, granted to various 

employees and consultants pursuant to their employment and consulting agreements, which generally have five year 

terms and vest within three years of the effective grant date, have exercise prices ranging from $1.00 to $12.00 per 

share, and expire on dates ranging from January 1, 2022 to July 1, 2026. The following shares of common stock are 

pending issuance to the Company’s named executive officers, non-employee directors and other employees and 

consultants: 1,140,000 shares of common stock to be issued to Mr. Kohen, pursuant to his employment agreement; 

35,000 shares of common stock to be issued to each of Mr. Peter, Mr. Ridge and Mr. Shiff as director compensation; 

25,000 shares to be issued to Mr. Schmidt, pursuant to his consulting agreement; and 420,000 shares of common stock 

to be issued pursuant to various employment and consulting agreements. 

  

No underwriters were involved in the foregoing sales of securities. The sales or issuances of the securities described 

above were deemed to be exempt from registration pursuant to Section 4(a)(2) of the Securities Act, including 

Regulation D and Rule 506 promulgated thereunder, as transactions by an issuer not involving a public offering or 



Rule 701 promulgated under the Securities Act as transactions pursuant to compensatory benefit plans. All of the 

purchasers in the transactions pursuant to Section 4(a)(2) represented to us in connection with their purchase that they 

were acquiring the securities for investment and not distribution, that they could bear the risks of the investment and 

could hold the securities for an indefinite period of time. Such purchasers received written disclosures that the 

securities had not been registered under the Securities Act and that any resale must be made pursuant to a registration 

or an available exemption from such registration. All of the common stock issued or issuable upon exercise or 

conversion of the foregoing securities are deemed restricted securities for the purposes of the Securities Act. 
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ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.  

  

(a) Exhibits:  

  

Exhibit No.   Description of Exhibit 

1.1*   Form of Underwriting Agreement. 

3.1*   Articles of Incorporation of the Company, as amended.  

3.2*   Certificate of Designation of Rights, Preferences and Privileges of Series A Convertible Preferred 

Stock. 

3.3*   Bylaws of the Company.  

3.4*   First Amended and Restated Bylaws of the Company.  

4.1*   Specimen Common Stock Certificate. 

5.1*   Opinion of Thompson Hine LLP.  

10.1+*   GE Trademark License Agreement, dated as of June 15, 2011, by and between SQL Lighting & Fans, 

LLC and GE Trademark Licensing, Inc.  

10.2*   First Amendment to Trademark License Agreement, dated April 17, 2013, by and between SQL 

Lighting & Fans, LLC and GE Trademark Licensing, Inc.  

10.3*   Second Amendment to Trademark License Agreement, dated August 13, 2014, by and between SQL 

Lighting & Fans, LLC and GE Trademark Licensing, Inc.  

10.4*   Third Amendment to Trademark License Agreement, dated September 25, 2018, by and between SQL 

Lighting & Fans, LLC and GE Trademark Licensing, Inc.  

10.5*   Fourth Amendment to Trademark License Agreement, dated May 2019, by and between SQL Lighting 

& Fans, LLC and GE Trademark Licensing, Inc.  

10.6*   Letter Agreement relating to Trademark License Agreement, dated December 1, 2020, between SQL 

Lighting & Fans, LLC and GE Trademark Licensing, Inc.  

10.7†+*   Master Services Agreement, dated June 14, 2019, between GE Technology Development, Inc. and 

SKY Technology, LLC.  

10.8*   Promissory Note, dated April 13, 2016, by Safety Quick Lighting & Fans Corp., in favor of Nielsen & 

Bainbridge, LLC. 

10.9*   Pledge and Security Agreement, dated April 13, 2016, by Safety Quick Lighting & Fans Corp., in favor 

of Nielsen & Bainbridge, LLC.  

10.10*   Memorandum of Understanding, dated January 31, 2018, between Safety Quick Lighting & Fans Corp. 

and Nielsen & Bainbridge, LLC. 

10.11*   Promissory Note, dated November , 2021, by Company, in favor of Nielsen & Bainbridge, LLC. 

10.12+*   Form of Securities Subscription Agreement(s) used in 2019 Private Placements. 

10.13+*   Form of Securities Subscription Agreement(s) used in 2020 Private Placements. 

10.14+*   Form of Securities Subscription Agreement(s) and Warrants used in 2021 Private Placements. 

10.15+*   Form of Securities Subscription Agreement, including the terms to issue Volume Warrants, and form 

of Common Stock Purchase Warrant used in the Second 2016 Stock Sale. 

10.16+*   Form of Securities Subscription Agreement, including the terms to issue Volume Warrants, Form of 

Option Agreement, and form of Common Stock Purchase Warrant used in the Third 2016 Stock Sale. 

10.17#*   2015 Stock Incentive Plan. 

10.18#*   Form of Stock Option Agreement (2015 Plan). 



10.19#*   Form of Stock Award Agreement (2015 Plan). 

10.20#*   2018 Stock Incentive Plan, as amended and restated. 

10.21#*   Form of Stock Option Agreement (2018 Plan). 
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10.22#*   Form of Stock Award Agreement (2018 Plan). 

10.23#*   Executive Chairman Agreement, dated September 1, 2019, between the Company and Rani R. Kohen. 

10.24#*   Amendment to Executive Chairman Agreement, effective September 1, 2019, between the Company 

and Rani R. Kohen.  

10.25#*   Executive Employment Agreement, dated September 1, 2019, between the Company and John P. 

Campi. 

10.26#*   Consultant Agreement, dated August 20, 2019, between the Company and Steven M. Schmidt. 

10.27#*   First Amendment to Consulting Agreement, dated June 1, 2021, between the Company and Steven M. 

Schmidt.  

10.28#*   Executive Employment Agreement, dated September 1, 2019, between the Company and Patricia 

Barron. 

10.29*   Form of Stock Option Agreement used in connection with the stock subscriptions dated February 21, 

2017, March 24, 2017 and April 11, 2017.  

10.30*   Form of Warrant utilized in the Warrant Exercise Exchange.  

10.31*   Investment Banking Agreement, dated September 28, 2018 and executed October 3, 2018, between 

Newbridge Securities Corporation and SQL Technologies Corp. 

10.32*   Form of Newbridge Warrant (Placement Agent) (2020). 

10.33*   Form of Newbridge Warrant (Placement Agent) (2021). 

10.34*   Investment Banking Agreement, dated May 20, 2021, between the Company and Newbridge Securities 

Corporation (relating to corporate advisory services). 

10.35*   Investment Banking Agreement, dated May 20, 2021, between the Company and Newbridge Securities 

Corporation (relating to merger and acquisition services). 

10.36+*   Stock Purchase Agreement, dated February 26, 2021, between SQL Technologies Corp. and Bridge 

Line Ventures, LLC Series ST-1.  

10.37*   Amendment to Stock Purchase Agreement, dated March 30, 2021, between SQL Technologies Corp. 

and Bridge Line Ventures, LLC Series ST-1.  

10.38+*   Stock Purchase Agreement, dated March 30, 2021, between SQL Technologies Corp. and Bridge Line 

Ventures, LLC Series ST-1.  

10.39*   Amendment to Stock Purchase Agreement, dated April 30, 2021, between SQL Technologies Corp. 

and Bridge Line Ventures, LLC Series ST-1.  

10.40+*   Stock Purchase Agreement, dated April 30, 2021, between SQL Technologies Corp. and Bridge Line 

Ventures, LLC Series ST-1.  

10.41*   Consolidated Amendment to Stock Purchase Agreement (Tranches 1, 2 and 3), dated June 30, 2021, 

between SQL Technologies Corp. and Bridge Line Ventures, LLC Series ST-1.  

10.42+*   Stock Purchase Agreement, dated June 30, 2021, between SQL Technologies Corp. and Bridge Line 

Ventures, LLC Series ST-1.  

10.43*   Common Stock Purchase Warrant, dated June 30, 2021, issued by SQL Technologies Corp. to Bridge 

Line Ventures, LLC Series ST-1.  

10.44+*   Stock Purchase Agreement, dated August 31, 2021, between SQL Technologies Corp. and Bridge Line 

Ventures, LLC Series ST-1.  

10.45*   Consolidated Amendment to Stock Purchase Agreement (Tranches 1, 2, 3 and 4), dated August 31, 

2021, between SQL Technologies Corp. and Bridge Line Ventures, LLC Series ST-1.  

10.46*   Common Stock Purchase Warrant, dated August 31, 2021, issued by SQL Technologies Corp. to 

Bridge Line Ventures, LLC Series ST-1.  

10.47*   Form of Securities Purchase Agreement related to Purchase of Subordinated Convertible Balloon 

Promissory Note, including form of Subordinated Convertible Balloon Promissory Note. 



10.48+*   Paycheck Protection Program Term Note, entered into by the Company, as Borrower, for the benefit 

of PNC Bank, National Association, as Lender, as of April 13, 2020.  
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10.49*   Amendment to the Paycheck Protection Term Note, effective June 5, 2020.  

10.50+*   Second Draw Paycheck Protection Program Term Note, entered into by the Company, as Borrower, 

for the benefit of PNC Bank, National Association, as Lender, as of February 3, 2021.  

10.51*   Loan Authorization and Agreement (Economic Injury Disaster Loan), dated June 24, 2020, between 

the U.S. Small Business Administration and the Company.  

10.52*   Note (Secured Disaster Loans), entered into by the Company, as Borrower, for the benefit of the U.S. 

Small Business Administration, as of June 24, 2020.  

10.53*   Security Agreement, dated June 24, 2020, between the U.S. Small Business Administration and the 

Company. 

21.1*   List of Subsidiaries.  

23.1   Consent of Independent Registered Public Accounting Firm.  

23.2*   Consent of Thompson Hine LLP (included in Exhibit 5.1).  

24.1*   Power of Attorney (included on signature page). 

  

#  Indicates management contract or any compensatory plan, contract or arrangement. 

    

* To be filed by amendment. 

    

+ Certain of the exhibits and schedules to this exhibit have been omitted in accordance with Regulation S-K 

Item 601(a)(5). The Company agrees to furnish a copy of all omitted exhibits and schedules to the SEC upon 

its request. 

    

† Portions of this exhibit (indicated by bracketed asterisks) are omitted in accordance with the rules of the SEC 

because they are both not material and the Company customarily and actually treats such information as 

private or confidential. 

    

(b) Financial Statements Schedules:  

  

Schedules have been omitted because the information required to be set forth therein is not applicable or is shown in 

the financial statements or notes thereto. 

  

ITEM 17. UNDERTAKINGS.  

  

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and 

controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised 

that in the opinion of the Securities and Exchange Commission such indemnification is against public policy as 

expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for indemnification against 

such liabilities (other than the payment by the registrant of expenses incurred or paid by a director, officer or 

controlling person of the registrant in the successful defense of any action, suit or proceeding) is asserted by such 

director, officer or controlling person in connection with the securities being registered, the registrant will, unless in 

the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate 

jurisdiction the question whether such indemnification by it is against public policy as expressed in the Act and will 

be governed by the final adjudication of such issue. 

  

The undersigned registrant hereby undertakes that: 

  

  (1)  For purposes of determining any liability under the Securities Act, the information omitted from the 

form of prospectus filed as part of this registration statement in reliance upon Rule 430A and contained 

file:///C:/Users/jplut/Dropbox/Consulting/SQL%20Private/Admin/Website/ex23-1.htm


in a form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or 497(h) under the 

Securities Act shall be deemed to be part of this registration statement as of the time it was declared 

effective. 

      

  (2)  For the purpose of determining any liability under the Securities Act, each post-effective amendment 

that contains a form of prospectus shall be deemed to be a new registration statement relating to the 

securities offered therein, and the offering of such securities at that time shall be deemed to be the 

initial bona fide offering thereof. 
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SIGNATURES  

  

Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this Registration Statement 

on Form S-1 to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of             , State 

of              , on           , 2021. 

  

  SQL TECHNOLOGIES CORP. 

      

  By:   

  Name: John P. Campi 

  Title: Chief Executive Officer and Chief Financial Officer 

  

POWER OF ATTORNEY AND SIGNATURES 

  

Each individual whose signature appears below hereby constitutes and appoints John P. Campi as such person’s true 

and lawful attorney-in-fact and agent with full power of substitution and resubstitution, for such person in such 

person’s name, place and stead, in any and all capacities, to sign any and all amendments (including post-effective 

amendments) to this Registration Statement (or any Registration Statement for the same offering that is to be effective 

upon filing pursuant to Rule 462(b) under the Securities Act of 1933), and to file the same, with all exhibits thereto, 

and all documents in connection therewith, with the Securities and Exchange Commission granting unto said attorney-

in-fact and agent full power and authority to do and perform each and every act and thing requisite and necessary to 

be done in and about the premises, as fully to all intents and purposes as such person might or could do in person, 

hereby ratifying and confirming all that any said attorney-in-fact and agent, or any substitute or substitutes of any of 

them, may lawfully do or cause to be done by virtue hereof. 

  

Name   Title   Date 

          

    Chief Executive Officer and Chief Financial 

Officer 

        , 2021 

John P. Campi   (Principal Executive, Financial and 

Accounting Officer) 

    

          

    Director, Executive Chairman of the Board         , 2021 

Rani R. Kohen         

          

    Director           2021 

Phillips S. Peter         

          

    Director         , 2021 

Thomas J. Ridge         

          



    Director         , 2021 

Dov Shiff         

          

    Director         , 2021 

Leonard J. Sokolow         
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