SAEAN R&D INC.
UNAUDITED FINANCIAL STATEMENTS

For the years ended December 31, 2022 and 2021



SAEAN R&D INC.
BALANCE SHEETS
December 31, 2022 and 2021

(unaudited)
U.S. dollars (Note 3)
2022 2021
Assets
Current assets:
Cash and cash equivalents US$ 2,301 US$ 50,311
Other receivables 40,670 57,293
Advance payments 38,002 27,180
Prepaid expenses - 730
‘Refundable value added tax - -
Prepaid taxes - -
Inventories - -
Total current assets 80,973 135,514
Financial instrument (Note 4) 109,956 58,772
Property and equipment, net (Note 5) 36,423 114,871
Industrial properties (Note 6) 3,137 1,502
Non-marketable equity investments (Note 7) 118,204 126,360
Equity method investment (Note 8) 16,060 28,906
Operating lease assets (Note 9) 66,010 42,996
Lease deposits (Note 9) 71,412 88,823
Deferred income taxes (Note 12) 2,168,520 2,601,742
Less valuation allowance (2,168,520) (2,601,742)
Total assets US$ 502,175 US$ 597,744
Liabilities and Stockholders’ Deficits
Current liabilities:
Accounts payable (Note 10) US$ 1,030,732 US$ 870,053
Short-term operating leases liabilities (Note 9) 38,481 42,996
Short-term borrowings (Notes 10,11) 4,125,037 3,404,376
Due to parent company (Npte 11) 866,977 2,659,131
Advance receipts from related parties (Note 11) 705,666 1,181,243
Withholdings - -
6,766,893 8,157,799
Operating lease liabilities (Note 9) 27,529 -
Sublease deposit received 7,891 -
Accrued severance benefits (Note 3) 283,035 262,303
Total liabilities 7,085,348 8,420,102
Commitments and contingencies (Note 3)
Stockholders’ deficits:
Common stock, KRW 500 par value: Authorized, 100,000,000 shares Issued
and outstanding, 6,000,000 shares 2,692,899 2,692,899
Additional paid-in capital 1,601,239 1,601,239
Accumulated deficits (11,631,298) (12,353,725)
Accumulated other comprehensive gain,net 753,987 237,229
Total stockholders’ deficits (6,583,173) (7,822,358)
Total liabilities and stockholders’ deficits US$ 502,175 US$ 597,744

The accompanying notes are an integral part of these unaudited financial statements



SAEAN R&D INC.
STATEMENTS OF OPERATIONS

For the years ended December 31, 2022 and 2021

(unaudited)

Revenue (Note 11)
Cost of Revenue
Gross profit
Selling, general and administrative expenses:
Salaries and bonuses
Provision for accrued severance benefits
Welfare and training
Travel
Taxes and dues
Operating leases cost (Note 9)
Entertainment
Commission Fees
Depreciation (Note 5)
Amortization
Supplies
Logistics
Car maintenance
Other

Research and development expenses (Note 3)
Operating income (loss)

Other income (expense):
Interest income
Interest expenses
Gain on disposal of property and equipment
Loss on disposal of property and equipment
Share of loss of an investee under the equity method of accounting (Note 8)
Foreign currency transaction loss, net
Other, net
Income (loss) before income taxes

Provision for income taxes (Note 12)

Net income (loss)

Net income (loss) per share - basic and diluted (Note 13)
Weighted average number of shares - basic and diluted

The accompanying notes are an integral part of these unaudited financial statements

U.S. dollars (Note 3)

2022 2021
US$ 2,500,406 USS 501,789
253,418 226,020
2,246,988 275,769
548,067 786,587
77,547 66,445
51,224 71,134
18,120 15,294
19,934 28,260
98,155 122,454
1,050 270
370,175 341,583
29,950 66,427
280 1,989
7,392 2,839
715 5,304
4,434 5,426
17,652 24,027
1,244,695 1,538,039
137,236 92,272
865,057  (1,354,542)
20 93
(107,821) (157,988)
3,210 4,734
(21,508) -3,256
(8,612) -6,555
(2,410) -1,384
(5,509) (15,075)
722427 (1,533,973)

US$ 722,427 USS$(1,533,973)

USS$ 0.12 USS$

(0.26)

6,000,000

6,000,000




Balances, January 1, 2021
Comprehensive loss

Net loss

Foreign currency translation
Total comprehensive loss
Issuance of common stock
Balances, December 31, 2021
Comprehensive loss

Net income

Foreign currency translation
Total comprehensive income
Issuance of common stock
Balances, December 31, 2022

SAEAN R&D INC.
STATEMENTS OF STOCKHOLDERS’ DEFICITS
For the years ended December 31, 2022 and 2021

(unaudited)
U.S. dollars (Note 3)
Accumulated
Additional Other
Number of Common Paid-In Accumulated Comprehensive
shares Stock Capital Deficit Income (loss) Total

6,000,000 US$ 2,692,899 US§ 1,601,239 USS$ (10,819,752) US$

(383.399) US$ _ (6,909,013)

(1,533,973)

(1,533,973)
620,628
(913,345)

620,628

6,000,000 US$ 2,692,899 US$ 1,601,239 US§$ (12,353,725) US$

237,229 US$  (7,822,358)

722,427

722,427
516,758
1,239,185

516,758

6,000,000 US$ 2,692,899 US$ 1,601,239 USS$ (11,631,298) US$

753,987 US$  (6,583,173)

The accompanying notes are an integral part of these unaudited financial statements



SAEAN R&D INC.
STATEMENTS OF CASH FLOWS
For the years ended December 31, 2022 and 2021

(unaudited)
U.S. dollars (Note 3)
2022 2021
Cash flows from operating activities:
Net income(loss) US$ 722,427 US$ (1,533,973)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation 29,950 66,427
Amortization 280 1,989
Share of loss of an investee under the equity method of accounting 8,612 6,555
Provision for accrued severance benefits 77,547 66,445
Payments of severance and retirements benefits (40,602) (86,822)
Gain on disposal of property and equipment (3,210) (4,734)
Loss on disposal of property and equipment 21,508 3,256
Changes in assets and liabilities:
Other receivable 12,679 (39,618)
Prepaid expenses 670 500
Advance payments (12,337) (8,155)
Prepaid taxes - 489
Accounts payable 212,701 (402,069)
Accrued expenses (1) (1)
Advances received from a related party (1,981,309) 1,223,644
Net cash used in operating activities (951,085) (706,067)
Cash flows from investing activities:
Increase in short-term time deposits - -
Increase in financial instruments (53,929) (60,881)
Acquisition of property and equipment (4,696) -
Proceeds from disposal of property and equipment 26,127 34,380
Increase in industriall properity (1,979) -
Increase in lease deposits (30,961) -
Decrease in lease deposits - 34,952
Increase in other noncurrent assets (155) -
Decrease in other noncurrent assets 42,571 106
Net cash provided by (used in) investing activities (23,022) 8,557
Cash flows from financing activities:
Increase in short-term borrowings 1,693,300 1,018,575
Decrease in short-term borrowings (770,841) (3,023,982)
Increase in sublease deposit received 7,740 -
Increase in due to parent company - 2,754,583
Net cash provided by financing activities 930,199 749,176
Net increase(decrease) in cash and cash equivalents (43,908) 51,666
Effect of exchange rate changes on cash and cash equivalents (4,102) (1,829)
Cash and cash equivalents at beginning of year 50,311 474
Cash and cash equivalents at end of year US$ 2,301 US$ 50,311
Supplemental disclosures:
Income tax paid Us$ - US$ -
Interest paid US$ 29,527 US$ 1,657

The accompanying notes are an integral part of these unaudited financial statements



SAEAN R&D INC.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
For the years ended December 31, 2022 and 2021

Organization and description of business

SAEAN R&D INC. (formerly SAEAN INC) (the Company) was incorporated in December 1, 2013 under the
laws of the Republic of Korea to engage in the design and development service of electric vehicles.

The Company’s headquarter and R&D center is located in Hanam-si, Gyeonggi- do, Republic of Korea. The
Company has adopted December 31 fiscal year end.

The Company’s major shareholder is Saean Group Inc., located in CA, United States of America, with 93.36%
ownership as of December 31, 2022.

Going concern

The accompanying unaudited financial statements have been prepared using generally accepted accounting
principles in the United States of America (“U.S. GAAP”), applicable to a going concern, which contemplates
the realization of assets and liquidation of liabilities in the normal course of business. The Company has net
current assets deficiency of US$ 6,885,467 and has accumulated loss from inception (December 1, 2013) to
December 31, 2022 of US$ 6,782,720.

In order to continue as a going concern, the Company will need, among other things, additional capital
resources. Management’s plan is to obtain such resources for the Company by obtaining additional equity
investment from parent company, Saean Group Inc. In addition, the Company has entered into several
development service agreements with related parties (See Note 11). The Company’s management believes that
this financial plan and ongoing service agreements will be sufficient to cover its refund of borrowings,
investment for fixed assets and operating expenses in 2023.

These financial statements do not include any adjustments related to the recoverability and classification of
assets or the amounts and classification of liabilities that might be necessary should the Company be unable to
continue as a going concern.

Summary of significant accounting policies

Basis of financial statements — The Company follows accounting principles generally accepted in the United
States of America in the preparation of its financial statements. The following summary of significant
accounting policies of the Company is presented to assist in understanding the Company’s financial statements.
These accounting policies conform to the U.S. GAAP and have been consistently applied. The financial
statements and notes are representations of the Company’s management, who is responsible for their integrity
and objectivity.

Foreign currency translation and transaction — The financial position and results of operations of the Company
are measured using the Korean Won as the functional currency. Revenues and expenses have been translated
into U.S. dollars (reporting currency) at average exchange rates prevailing during the period (KRW 1291.95 and
1144.42 to USD 1 in 2022 and 2021, respectively). Assets and liabilities have been translated at the rates of
exchange on the balance sheet date (KRW 1267.30 and 1185.5 to USD 1 in 2022 and 2021, respectively). The
resulting translation gain and loss adjustments are recorded directly as a separate component of stockholders’
deficits.

Transaction gains and losses that arise from exchange rate fluctuations on transactions denominated in a
currency other than the functional currency are included in the results of operations as incurred.



SAEAN R&D INC.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
For the years ended December 31, 2022 and 2021

Summary of significant accounting policies (cont’d

Use of estimates and assumptions — The preparation of financial statements in conformity with U.S. GAAP
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, disclosures of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of net sales and expenses during the reporting period. The accounting estimates and assumptions that
require management’s most significant judgments include the fair value of financial instruments, valuation
allowance for deferred income taxes and useful lives for depreciation. Actual results may ultimately differ from
estimates, although management does not believe such changes will materially affect the financial statements in
any individual year.

Operation in foreign country — Substantially, all of the Company’s operations are carried in the Republic of
Korea. The Company’s operations are subject to various political, economic, and other risks and uncertainties
inherent in the country in which the Company operates. Among other risks, the Company’s operations are
subject to the risks of political conditions and governmental regulations.

Revenue recognition — In accordance with ASC 606, Revenue from Contracts with Customers, revenue is
measured based on consideration specified in a contract with a customer, adjusted for any variable consideration
(i.e. price concession) and estimated at contract inception.

The estimated amount of variable consideration that will be received by the Company is based on historical
experience and trends, management’s understanding of the status of negotiations with customers and anticipated
future pricing strategies.

The Company recognizes revenue when it satisfies a performance obligation by transferring control over a
product or a service to a customer. For the majority of the Company’s R&D service contracts, revenue is
recognized over time when the Company provides services to satisfy the Company’s performance obligation
and contractually billable.

Advertising costs — Advertising costs are expensed as incurred.

Research and development — Research and development are expensed as incurred. Research and development
expenses consist primarily of salaries and related personnel costs, materials and subcontract fees.

Income taxes — The Company operates in the taxing jurisdictions of Korea, and its income tax is administered in
accordance with tax laws of Korea.

Current tax liabilities and assets are recognized for the estimated taxes payable or refundable on the tax returns
for the current year. Deferred tax assets and liabilities are recognized for the expected future tax consequences
of events that have been recognized in our unaudited financial statements or tax filings. The resulting deferred
tax assets or liabilities are adjusted to reflect changes in tax laws as they occur. A valuation allowance is
provided when it is more likely than not that a deferred tax asset will not be realized.

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 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 did not take any uncertain tax positions and had no adjustments to unrecognized income tax
liabilities or benefits pursuant to the provisions of ASC Topic 740 for the years ended December 31, 2022 and
2021.



SAEAN R&D INC.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
For the years ended December 31, 2022 and 2021

Summary of significant accounting policies (cont’d

Cash and cash equivalents — Cash includes currency, checks issued by others, other currency equivalents,
current deposits and passbook deposits held by financial institutions. For financial statement purposes, all
highly liquid debt instruments with insignificant interest rate risk and maturity of three months or less when
purchased are considered to be cash equivalent. Cash equivalents consist primarily of cash deposits that are
available for withdrawal without restriction.

Receivables — Accounts receivable are presented at face value less allowance for doubtful accounts. The
allowance for doubtful accounts is the Company’s best estimate of probable credit losses in the existing
accounts receivable. The Company determines the allowance based on Company’s historical experience and
review of specifically identified accounts and aging data. The Company reviews its allowance for doubtful
accounts periodically. Account balances are charged off against the allowance after all means of collection have
been exhausted and the potential for recovery is considered remote.

The Company expects to fully collect accounts receivable and no allowance for doubtful accounts were
recorded as of December 31, 2022 and 2021.

Inventories — Inventories are stated at the lower of cost or market. Costs are determined on the moving average
method.

Property and equipment — Property and equipment are stated at historical cost. Maintenance and repairs are
expensed in the year in which they are incurred. Expenditures that enhance the value or extend the life of assets
are capitalized as additions to property and equipment.

Depreciation has been provided using the straight-line method over the following estimated useful lives:

years
Property and equipment used for manufacturing purposes 5
Property and equipment used for administrative purposes 5

Industrial Properties

Industrial properties with finite lives are amortized on a straight-line basis over their useful lives, starting from
their commercial usages.

Equity method investment — Investment accounted for under the equity method, means that a proportional share
of the equity method investment’s net income increases the investment, and a proportional share of losses and
payment of dividends decreases it. In the statement of operations, the proportional share of the net income (loss)
is reported as share of income (loss) of an investee under the equity method of accounting.

Impairment of long-lived assets — The Company continually monitors events and changes in circumstances that
could indicate carrying amounts of long-lived assets may not be recoverable. When such events or changes in
circumstances are present, the Company assesses the recoverability of long-lived assets by determining whether
the carrying value of such assets will be recovered through undiscounted expected future cash flows. If the total
of the future cash flows is less than the carrying amount of those assets, the Company recognizes an impairment
loss based on the excess of the carrying amount over the fair value of the assets. Assets to be disposed of are
reported at the lower of the carrying amount or the fair value less costs to sell.

For 2018, the Company did not record any material impairment charges on its long-lives assets except for the
impairment loss on industrial properties as discussed in Note 6.



SAEAN R&D INC.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
For the years ended December 31, 2022 and 2021

Summary of significant accounting policies (cont’d

Intangible assets other than goodwill — The Company follows guidelines of FASB Accounting Standards
Codification (“ASC”) Topic 350 “Intangibles — Goodwill and Other” with regards to accounting and reporting
of intangible assets other than goodwill. Intangible assets with finite lives are amortized over their estimated
useful life. The Company monitors conditions related to these assets to determine whether events and
circumstances warrant a revision to the remaining amortization period. Intangible assets that have indefinite
lives are not amortized. The Company tests its intangible assets for potential impairment whenever management
concludes events or changes in circumstances indicate that the carrying amount may not be recoverable. The
original estimate of an asset’s useful life and the impact of an event or circumstance on either an asset’s useful
life or carrying value involve significant judgment.

Accrued severance benefits — Employees with at least one year of service are entitled to receive a lump-sum
payment upon termination of their employment with the Company based on their length of service and rate of
pay at the time of termination. Accrued severance benefits represent the amount which would be payable
assuming all eligible employees were to terminate their employment as of the balance sheet date.

Leases — Lease assets and liabilities are recognized at the present value of the future lease payments at the lease
commencement date. The interest rate used to determine the present value of the future lease payments is our
incremental borrowing rate, because the interest implicit in leases is not readily determinable. The incremental
borrowing rate is estimated to approximate the interest rate on a collateralized basis with similar terms and
payments, and in economic environments where the leased asset is located. The lease terms include periods
under options to extend or terminate the lease when it is reasonably certain that the option will be exercised.
Operating lease assets and liabilities are included on the balance sheet. Operating lease expense (excluding
variable lease costs) is recognized on a straight-line basis over the lease term.

Commitment and contingent liabilities — The Company records liabilities for claims, lawsuits and proceedings
when they are probable and it is possible to reasonably estimate the cost of such liabilities. Legal costs expected
to be in connection with a loss contingency are expensed as such costs are incurred.

As of December 31, 2022 and 2021, no claims, lawsuits and proceedings are pending or threatened against the
Company.

Fair value measurements — Fair value measurements are determined under a three-level hierarchy for fair value
measurements that prioritizes the inputs to valuation techniques used to measure fair value, distinguishing
between market participant assumptions developed based on market data obtained from sources independent of
the reporting entity (“observable inputs”) and the reporting entity’s own assumptions about market participant
assumptions developed based on the best information available in the circumstances (“unobservable inputs”).

Fair value is the price that would be received to sell an asset or would be paid to transfer a liability (i.e., the
“exit price”) in an orderly transaction between market participants at the measurement date. In determining fair
value, the Company primarily uses prices and other relevant information generated by market transactions
involving identical or comparable assets (“market approach”). The Company also considers the impact of a
decrease in volume and level of activity for an asset or liability when compared with normal activity to identify
transactions that are not orderly.

The highest priority is given to unadjusted quoted prices in active markets for identical assets (Level 1
measurements) and the lowest priority to unobservable inputs (Level 3 measurements). Securities are classified
in their entirety based on the lowest level of input that is significant to the fair value measurement.



SAEAN R&D INC.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
For the years ended December 31, 2022 and 2021

Summary of significant accounting policies (cont’d
The three hierarchy levels are defined as follows:

Level 1 — Quoted prices in active markets that is unadjusted and accessible at the measurement date for identical,
unrestricted assets or liabilities;

Level 2 — Quoted prices for identical assets and liabilities in markets that are not active, quoted prices for
similar assets and liabilities in active markets or financial instruments for which significant inputs are
observable, either directly or indirectly;

Level 3 — No pricing observability as of the reported date for assets and liabilities. Prices or valuations that are
measured using management’s best estimate of fair value, where the inputs into the determination of fair value
require significant management judgement or estimation.

Credit risk adjustments are applied to reflect the Company’s own credit risk when valuing all liabilities
measured at fair value. The methodology is consistent with that applied in developing counterparty credit risk
adjustments, but incorporates the Company’s own credit risk as observed in the credit default swap market.

Assets and liabilities measured at fair value on a recurring basis — Financial instruments consist primarily of
cash and cash equivalent, short-term financial assets, advance payments, accounts receivable, advance payments,
accounts payable, and loan from related party. The carrying value of such financial instruments approximate
their respective estimated fair value because of the short-term maturity and approximate market interest rate of
these instruments. The estimated fair value is not necessarily indicative of the amounts the Company would
realize in a current market exchange or from future earnings or cash flows.

Assets and liabilities measured at fair value on a non-recurring basis — In addition to assets and liabilities that
are measured at fair value on a recurring basis, the Company also has assets and liabilities in its balance sheet
that are measured at fair value on a non-recurring basis include long-lived assets, including equity method
investments, typically as it relates to impairment.

The Company has determined that the fair value measurements included in each of these assets and liabilities
rely primarily on Company-specific inputs and the Company’s assumptions about the use the assets and
settlements of liabilities, as observable inputs are not available. The Company has determined that each of these
fair value measurements reside within Level 3 of the fair value hierarchy. To determine the fair value of
long-lived assets, the Company utilizes the projected cash flows expected to be generated by the long-lived
assets, then discounts the future cash flows over the expected life of the long-lived assets.

Related parties — The Company follows ASC Topic 850 “Related Party Disclosures” for the identification of
related parties and disclosure of related party transactions.

Stock-based compensation — The Company accounts for stock awards issued to non-employees in accordance
with ASC 505-50, Equity-Based Payments to Non-Employees.

The measurement date is the earlier of (1) the date at which a commitment for performance by the counterparty
to earn the equity instruments is reached, or (2) the date at which the counterparty’s performance is complete.
Stock awards granted to non-employees are valued at their respective measurement dates based on the trading
price of the Company’s common stock and recognized as expense during the period in which services are
provided. As of December 31, 2022, no stock awards were granted by the Company.

10



SAEAN R&D INC.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
For the years ended December 31, 2022 and 2021

Summary of significant accounting policies (cont’d

Per share amounts — Earnings (loss) per share are computed in accordance with ASC 260, Earnings per Share.
Basic earnings (loss) per share is computed by dividing net income (loss), after deducting preferred stock
dividends accumulated during the period, by the weighted-average number of shares of common stock
outstanding during each period. Diluted earnings per share is computed by dividing net income by the
weighted-average number of shares of common stock, common stock equivalents and other potentially dilutive
securities, if any, outstanding during the period.

Subsequent events — The Company follows the guidance in ASC Topic 855 “Subsequent Events” for the
disclosure of subsequent events. The Company evaluated subsequent events through the date when the were
available to be issued.

Recently adopted accounting pronouncements — In November 2021, the FASB issued ASU 2021-10,
Government Assistance (Topic 832), Disclosures by Business Entities about Government Assistance, which
increases the transparency of government assistance, including the disclosure of (1) the types of assistance, (2)
an entity’s accounting for the assistance, and (3) the effect of the assistance on an entity’s financial statements.
ASU 2021-10 is effective for business entities for annual periods beginning after December 15, 2021, and early
adoption is permitted. The amendments in this Update should be applied either (1) prospectively to all
transactions within the scope of the amendments that are reflected in financial statements at the date of initial
application and new transactions that are entered into after the date of initial application or (2) retrospectively to
those transactions. The Company adopted this standard prospectively on January 1, 2022 and the adoption of
this standard did not have a material impact on the Company’s financial statements or related disclosures

Recently issued accounting pronouncements not yet adopted — In September 2022, the FASB issued ASU
2022-04, Liabilities-Supplier Finance Programs (Subtopic 405-50). Disclosure of Supplier Finance Program
Obligations, which requires that buyer in a supplier finance program disclosure sufficient information about the
program to allow a user of financial statements to understand the program’s nature, activity during the period,
changes from period, and potential magnitude. The amendments in the update are effective for fiscal years
beginning after December 15, 2022. The Company believes the adoption of this standard would not have a
material impact on the Company’s financial statements or related disclosures

Restricted deposit

Financial instrument of US$ 109,956 as of December 31, 2022 was a saving account, which was provided as
collateral for the short-term loan from an insurance company (see Note 10)

Property and equipment

The Company’s property and equipment consists of the following as of December 31, 2022 and 2021:

2022 2021
Machinery US$ 15,529 USS$ 63,022
Vehicles - 26,277
Furniture and tools 154,325 232,996
169,854 322,295
Accumulated depreciation (133,431) (207,424)
Net property and equipment US$ 36,423 US$ 114,871

Depreciation expenses for the years ended December 31, 2022 and 2021, respectively, were US$ 29,950 and
USS$ 66,427 .

11



SAEAN R&D INC.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
For the years ended December 31, 2022 and 2021

Industrial properties

The Company’s industrial properties consist of the following as of December 31, 2022 and 2021:

2022 2021
Patents USS$ 2,991 US$ 3,108
Trademark 1,207
Design rights 1,021 314
5,219 3,422
Amortization (2,082) (1,920)
Net US$ 3,137 US$ 1,502

Direct costs incurred in obtaining patents and design rights are capitalized. These patents and rights are subject
to amortization as their lives.

Non-marketable equity investments

The Company had an investment to SaeanNewteck Co., Ltd., sub-contractor supplier, amounting to
USS$ 126,360 with 11% ownership ratio as of December 31, 2022. The investment was valued at cost as of
December 31, 2022 and 2021 as its fair value is not readily determinable.

Equity method investment

On November 6, 2018, JY Lee, Kurihara Satoshi and the Company completed the formation of their joint
venture, Saean Japan Corporation (“SJC’), located in Tokyo, Japan, which is engaged in manufacturing and sale
of electric vehicles. The Company made cash contribution of 19,352,000 Yen under the joint venture agreement
dated on October 4, 2018, resulting in ownership of 50%, 31% and 20% by JY Lee, Kurihara Satoshi and the
Company, respectively.

The Company has accounted for its investment in SJC under the equity method. The change in carrying amount
of the equity method investment for the year ended December 31, 2022 is as follows:

Carrying amount Carrying amount
on on
Percentage December 31, Share Foreign currency ~ December 31,
ownership 2022 of losses translation 2022
SJIC 20% $ 28,906 $ (8,612) $ (4,234) $ 16,060

12



SAEAN R&D INC.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
For the years ended December 31, 2022 and 2021

Leases

The Company has entered into operating lease agreements primarily for offices, employee accommodation and
automobiles with lease periods expiring between 2023 and 2024. We determine if an arrangement is a lease at
inception. The current portion of operating lease liabilities is included in short-term operating liabilities and the
long-term portion is included in operating lease liabilities. Operating lease assets and liabilities are recognized
at the present value of the future lease payments at the lease commencement date. The interest rate used to
determine the present value of the future lease payments is our incremental borrowing rate, because the interest
rate implicit in most of our leases is not readily determinable. Our incremental borrowing rate is estimated to
approximate the interest rate on a collateralized basis with similar terms and payments, and in economic
environments where the leased asset is located.

Operating lease assets also include any prepaid lease payments and lease incentives. Our lease terms include
periods under options to extend or terminate the lease when it is reasonably certain that we will exercise that
option. We generally use the base, non-cancelable, lease term when determining the lease assets and liabilities.
Operating lease expense is recognized on a straight-line basis over the lease term. Our lease agreements
generally contain lease and non- lease components. Non-lease components primarily include payments for
maintenance and utilities. We combine fixed payments for non-lease components with our lease payments and
account for them together as a single lease component which increases the amount of our lease assets and
liabilities. Payments under our lease arrangements are primarily fixed, however, certain lease agreements
contain variable payments, which are expensed as incurred and not included in the operating lease assets and
liabilities. These amounts include payments for maintenance and utilities.

Components of operating lease expense were as follows:

2022 2021
Operating lease cost US$ 64,819 US$ 92,451
Variable lease cost 33,336 30,003
Total operating lease cost USS$ 98,155 US$ 122,454
Supplemental cash flow information related to operating leases was as follows:

2022 2021
Cash payments for operating leases USS$ 98,155 US$ 122,454
New operating lease assets obtained in exchange for operating lease

liabilities 88,741 -

As of December 31, 2022, our operating leases had a weighted average remaining lease term of 1.75 years and a
weighted average discount rate of 5.74%. Future lease payments under operating leases as of December 31,
2022 were as follows:

Operating
leases
2023 US$ 41,032
2024 28,407
Total future lease payments 69,439
Less imputed interest (3,429)
Total lease liability balance US$ 66,010

13



SAEAN R&D INC.
NOTES TO UNAUDITED FINANCIAL STATEMENTS
For the years ended December 31, 2022 and 2021

10. Short-term borrowings

11.

As of December 31, 2022 and 2021, the Company had borrowed US$ 2,319,893 and US$ 2,479,966 at an
interest rate per annum of 4.6% from Top Class Investment (“TCI”) under the financing arrangements with
credit limit of 5 billion Korean won (approximately US$ 3,945,386). The accrued interest expenses of the
borrowings from TCI as of December 31, 2022 and 2021, respectively, amounted to US$ 524,876 and
US$ 475,768, which was accounted for as accounts payable.

As of December 31, 2022 and 2021, the Company had borrowed US$ 130,987 and 84,353, respectively, from
an insurance company.

In addition, as of December 31, 2022 and 2021, the Company had temporally borrowed US$ 1,674,157 and
USS$ 840,057, respectively, from the Company’s representative director, JY LEE at zero interest rate.

Related party transactions

As of December 31, 2022 and 2021, the Company had short-term borrowings of US$ 1,674,157 and
USS$ 840,057, respectively, from the Company’s representative director as described in Note 10.

As of December 31, 2022 and 2021, the Company had due to parent company amounting to US$ 866,977 and
USS$ 2,659,131, respectively, as provided for financial support.

In 2022 and 2021, the Company had entered into several contracts with related parties as follows:

On June 21, 2019, The Company entered into the intellectual property sales and purchase agreement with
SAEAN INC., a Nevada corporation (“Sacan Nevada”). Under the agreement, the Company sells intellectual
property holdings, research and development and other tangible and intangible rights which exist during the
contract period of twelve months from July 1, 2019 to June 1, 2020 to Sacan Nevada for US$ 3,600,000,
payable in monthly payments of US$ 300,000 for the contract period. However, the payments have been behind
schedule, resulting remaining balance of the payments amounted to US$ 1,439,900 as of December 31, 2022.
The Company accounted for the billed and received payments of US$ 140,000 and 320,100 in 2022 and 2021,
respectively, as revenue. Saean Nevada’s major shareholder is JY LEE, the Company’s representative director.

On November 1, 2021, the Company entered into the service purchase agreement with Saean Group Inc., the
Company’s parent company, under which the Company provide development service of full electric 2-seat
convertible sport car with original exterior and interior design, for US$ 4,700,00. As of December 31, 2022, the
Company had advance receipts from Saean Group Inc. of US$ 567,568. The Company accounted for the billed
and received payments of US$ 2,032,432 in 2022 as revenue.

On January 7, 2021, the Company entered into the basic agreement on KUT electrification, with Nippon TD
Corporation (“NTC”) and SJC, under which the Company provides development service of powertrain of tunnel
construction vehicle (KUT 300) to electrification, for JPY 40,000,000. The Company accounted for the
payments of none and US$ 181,248 as revenue in 2022 and 2021, respectively and accounted for the payments
of US$ 88,648 and US$ 94,765 as advance receipts as of December 31, 2022 and 2021, respectively.

On December 1, 2021, the Company entered into the project R&D service agreement, with Sacan Corp., a
Canada company fully owned by JY LEE, the Company’s representative director, under which the Company
provides the initial development stage service of Canada national car styling and engineering, for US$ 100,000.
As of December 31, 2022 and 2021, the Company had advance receipts from Sacan Corp. of US$ 100,000.

On December 13, 2023, the Company entered into the agreement on the electric Articulated Dump Truck R&D

project with NTC and SJC, under which NTC has an exclusive distribution right in Japan for JPY 100,000,000.
In 2022, the Company recorded the initial payment of JPY 50,000,000 (US$ 376,350) from NTC as revenue.
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SAEAN R&D INC.
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Income taxes

Due to the tax losses, the Company did not provide for income taxes in 2022 and 2021.

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. Significant

changes in cumulative temporary differences and deferred tax assets as of December 31, 2022 and December 31,
2021 were as follows:

2022 2021

Temporary differences:
Accrued severance benefits US$ 283,035 US$ 262,303
Depreciation (5,389) (5,761)
Research & development 2,606,645 2,910,511
Patent 2,082 1,920
Equity method investment 143,784 144.320
Advance receipts 705,666 1.181,243
Tax loss carryforwards 6,590,463 7,331,563

Total 10,326,286 11,826,099
Effective income tax rate 22% 22%
Deferred income tax assets 2,168,520 2,601,742
Valuation allowance (2,168,520) (2,601,742)
Net deferred tax assets US$ - USS$ -

Valuation allowance have been established which fully offset the related deferred assets.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that
some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets
is dependent upon the generation of future taxable income during the years in which those temporary
differences become deductible. Management considers the scheduled reversal of deferred tax assets, the
projected future taxable income and tax planning strategies in making this assessment. Based on the level of
historical taxable income and projections for future taxable income over the years in which the deferred tax
assets are deductible, management believes that it is more likely than not that the deferred tax assets pertaining
to the net operating loss carry forwards will not be realized.

Per share amounts

Net income (loss) per common share is computed pursuant to ASC Topic 260 “Earnings Per Share.” Basic net
income (loss) per common share is computed by dividing net income (loss) by the weighted average number of
shares of common stock outstanding during the period. Diluted net income (loss) per common share is
computed by dividing net income (loss) by the weighted average number of shares of common stock and
potentially outstanding shares of common stock during the period to reflect the potential dilution that could
occur from common shares issuable through stock options and warrants.

There were no potentially outstanding dilutive common shares in 2022 and 2021.
The weighted-average numbers of common shares outstanding in 2022 and 2021, are as follows:

2022 2021
Weighted average number of common shares outstanding during the period 6,000,000 6,000,000
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14. Concentration of risk

Financial instruments that subject the Company to credit risk consist primarily of cash and accounts receivable.
Management does not believe the Company is exposed to any significant concentration risk on their cash

balances and accounts receivable.
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