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BUSINESS

* Alelo Inc. (the "Issuer", the "Company", "we", "us" or "our") uses artificial intelligence to help
people realize their potential, by helping them develop better communication and interpersonal
skills. Alelo developed its technology originally to help military members quickly learn foreign
languages and cultures, helping to reduce conflicts and even save lives. It now makes this
technology available via the cloud to educational institutions and companies worldwide. Alelo
offers subscriptions to its online products, and also creates custom Al simulations for its larger
customers. Over 500,000 people in over 25 countries have used Alelo’s Al simulations and
technology platform. Alelo has a wholly-owned subsidiary, Alelo TLT, LLC, which provides
services to the Federal government.

Previous Offerings

Name: FlashSeed Preferred Stock

Type of security sold: Equity

Final amount sold: $1,505,231.00

Number of Securities Sold: 2,398,889

Use of proceeds: Product development, marketing and company operations.
Date: January 31, 2018



Offering exemption relied upon: 506(c)

Name: Preferred Stock

Type of security sold: Equity

Final amount sold: $200,000.62

Number of Securities Sold: 289,856

Use of proceeds: Research & development, marketing and company operations.
Date: September 26, 2017

Offering exemption relied upon: 506(c)

Name: Preferred Stock

Type of security sold: Equity

Final amount sold: $25,000.08

Number of Securities Sold: 36,232

Use of proceeds: Research & development, marketing and company operations.
Date: June 06, 2019

Offering exemption relied upon: 506(c)

REGULATORY INFORMATION

The company has not previously failed to comply with the requirements of Regulation
Crowdfunding;

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

Operating Results — 2021 Compared to 2020

« Circumstances which led to the performance of financial statements:

The Company has generated revenues since the first year of its operation. Initially, these
revenues came from development projects for the US Government, together with some licenses
for off-the-shelf products. This business has provided revenues over the history of the Company
but has low margins and revenues have been vulnerable to contracting delays, program funding
cuts, and government shutdowns.

The Company had $468K in revenue in 2021, compared to $1,402K in 2020. This was due to a
combination of lost revenue from major customers and adverse economic conditions due to
COVID-19. As noted in last year’s financial report, the Defense Human Resource Agency
(DHRA) experienced a severe budget cut in Q4 or 2020. We worked with our DHRA client to
establish a new contract in 2021. We were ultimately successful; however, it took a very long
time to accomplish. We did not start receiving revenue from the new contract until November
2021. Our other major customer, Laureate International Universities, was liquidated in early
2021. Finally, adverse economic conditions due to COVID-19 caused caused many potential
customers to postpone purchases.

2022 has proved to be a much better year so far. The Company has already earned more
revenue to date than it did in all of 2021. The company is securing new customers and is
converting its existing customers to recurring-revenue contracts. The Company is a Finalist in



the XPRIZE Rapid Reskilling Competition and the Learning Tools Competition, It has already
received $150,000 in prize money, and is eligible to receive much more.

Cost of revenue

The cost of sales in 2021 was $155, compared to $523,847 in 2020. The cost of goods sold is
low because most labor expenses were on cost-reimbursable government contracts.

Operating expenses was $2.167M in 2021 compared with $1.545M in 2020. A major portion of
this increase was due to expenses involved in participating in the XPRIZE competition. XPRIZE
prize winnings in 2022 have helped to defray these costs.

» Historical results and cash flows:

Company revenues come from two sources: custom course development and product
subscriptions. Custom course development involves significant labor costs. Our cloud-based
products in contrast have low labor costs and operating costs, and scale easily to large numbers
of users; as the number of users increases the gross margin percentage from operations also
increases. Therefore, as the proportion of company revenues from product subscriptions
increases, the overall gross margin percentage and profitability tend to increase as well.
Historically, the proportion of revenues from product revenues has been small, but investors
should not expect that to be the case in the future, as demand for subscription products
increases.

Liquidity and Capital Resources

At December 31, 2021, the Company had cash of $26,844.00. [The Company intends to raise
additional funds through an equity financing.]

Debt

« Creditor: Bank of the West

Amount Owed: $55,029.00

Interest Rate: 5.6%

Maturity Date: March 01, 2022

As of December 31, 2020, the Company had an outstanding term loan to Bank of the West with
a balance of $55,029. This bears interest of 5.6% per annum, and falls due on March. 1, 2022.
The debt is secured by property of Alelo's subsidiary Alelo TLT, LLC.

« Creditor: Eugene Hale, Sr.

Amount Owed: $119,657.00

Interest Rate: 6.5%

Maturity Date: December 31, 2022

Secured by Alelo’s intellectual property. Starting from 2016 to 2018, the Company received
several loans from one of its shareholders, Eugene Hale, in the total aggregate amount of
$700,000. No agreement was put in place for these loans. In 2018, $500,000 was converted to
724,638 shares of Preferred Stock, and the Company made a monthly interest of $2,000 on the
remainder balance of $200,000.

* Creditor: W. Lewis Johnson

Amount Owed: $1,520,280.00

Interest Rate: 6.5%

Maturity Date: August 31, 2023

Secured by Alelo’s intellectual property. The loan carries an interest rate of 6.5% per annum and






