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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS AND INDUSTRY DATA

This Quarterly Report on Form 10-Q contains forward-looking statements which are made pursuant to the safe harbor provisions of Section 27A of the Securities Act of 1933,
as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). These statements may be identified by such
forward-looking terminology as “may,” “should,” “expects,” “intends,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential,” “continue” or the negative of
these terms or other comparable terminology. Our forward-looking statements are based on a series of expectations, assumptions, estimates and projections about our company,
are not guarantees of future results or performance and involve substantial risks and uncertainty. We may not actually achieve the plans, intentions or expectations disclosed in
these forward-looking statements. Actual results or events could differ materially from the plans, intentions and expectations disclosed in these forward-looking statements. Our
business and our forward-looking statements involve substantial known and unknown risks and uncertainties.

2 ” 2

All of our forward-looking statements are as of the date of this Quarterly Report on Form 10-Q only. In each case, actual results may differ materially from such forward-
looking information. We can give no assurance that such expectations or forward-looking statements will prove to be correct. An occurrence of, or any material adverse change
in, one or more of the risk factors or risks and uncertainties referred to in this Quarterly Report on Form 10-Q or included in our other public disclosures or our other periodic
reports or other documents or filings filed with or furnished to the U.S. Securities and Exchange Commission (the “SEC”) could materially and adversely affect our business,
prospects, financial condition and results of operations. Except as required by law, we do not undertake or plan to update or revise any such forward-looking statements to
reflect actual results, changes in plans, assumptions, estimates or projections or other circumstances affecting such forward-looking statements occurring after the date of this
Quarterly Report on Form 10-Q, even if such results, changes or circumstances make it clear that any forward-looking information will not be realized. Any public statements
or disclosures by us following this Quarterly Report on Form 10-Q that modify or impact any of the forward-looking statements contained in this Quarterly Report on Form 10-
Q will be deemed to modify or supersede such statements in this Quarterly Report on Form 10-Q.




PART I - FINANCIAL INFORMATION

Item 1. — Financial Statements.

CROWN ELECTROKINETICS CORP.
Condensed Balance Sheets

September 30, March 31,
2019 2019
(Unaudited)
ASSETS
Current assets:
Cash & cash equivalents $ - 8 99,447
Accounts receivable 24,788 24,788
Prepaid & other current assets 84,444 66,878
Total current assets 109,232 191,113
Property and equipment, net 110,257 102,378
Intangible assets, net 255,207 275,407
Deferred offering costs 155,311 104,141
TOTAL ASSETS $ 630,007 $ 673,039
LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts payable $ 939,622 § 517,807
Accrued expenses 350,443 95,040
Accrued interest 306,994 130,101
Cash overdraft 8,207 -
Notes payable, net of debt discount 2,736,907 1,926,117
Warrant liability 1,462,624 1,398,617
Related party payable 31,000 -
Total current liabilities 5,835,797 4,067,682
Total liabilities 5,835,797 4,067,682
Commitments and Contingencies (Note 12)
STOCKHOLDERS’ DEFICIT:
Preferred stock, par value $0.0001; 50,000,000 shares authorized, no shares outstanding - -
Common stock, par value $0.0001; 200,000,000 shares authorized; 16,396,000 shares outstanding as of September 30, 2019 and
9,875,000 shares outstanding as of March 31, 2019 1,640 988
Additional paid-in capital 6,663,488 3,448,857
Accumulated deficit (11,870,918) (6,844,488)
Total stockholders’ deficit (5,205,790) (3,394,643)
TOTAL LIABILITIES AND STOCKHOLDERS’ DEFICIT $ 630,007 $ 673,039

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




Revenue
Cost of revenue

Gross loss

Operating expenses:
Research and development
Selling, general and administrative
Total operating expenses

Loss from operations
Other income (expense):
Other income
Interest expense
Change in fair value of warrant liability

Total other expense

Net loss

Net loss per share, basic and diluted:

Weighted average shares outstanding, basic and diluted:

CROWN ELECTROKINETICS CORP.
Condensed Statements of Operations

(Unaudited)
Three Months Ended Six Months Ended
September 30, September 30,
2019 2018 2019 2018
$ - 153,500 $ - 8 309,500
153,500 153,500 307,000 309,500
(153,500) - (307,000) -
750,395 192,214 1,070,766 347,043
1,492,483 533,411 2,868,391 782,702
2,242,878 725,625 3,939,157 1,129,745
(2,396,378) (725,625) (4,246,157) (1,129,745)
- 398 - 8,635
(393,320) (238,532) (916,599) (363,114)
(11,482) (24,343) 136,326 (62,711)
(404,802) (262,477) (780,273) (417,190)
$ (2,801,180) (988,102) $ (5,026,430) $ (1,546,935)
$ (0.24) 01D $ 0.46) $ 0.17)
11,625,368 9,040,547 11,314,802 9,040,547

The accompanying notes are an integral part of these condensed financial statements.




CROWN ELECTROKINETICS CORP.
Condensed Statements of Stockholders’ Deficit

Three Months Ended September 30, 2019 and 2018

Additional Paid- Total
Common Stock in Accumulated Stockholders’
Number Amount Capital Deficit Deficit
Balance as of June 30, 2019 (Unaudited) 16,050,000 1,605 $ 4,634,601 $ (9,069,738) $ (4,433,532)
Stock-based compensation expense - - 1,769,422 - 1,769,422
Issuance of common stock in connection with notes payable 346,000 35 259,465 - 259,500
Net loss - - - (2,801,180) (2,801,180)
Balance as of September 30, 2019 (Unaudited) 16,396,000 1,640 $ 6,663,488 $  (11,870,918) $ (5,205,790
Additional Paid- Total
Common Stock in Accumulated Stockholders’
Number Amount Capital Deficit Deficit
Balance as of June 30, 2018 (Unaudited) 9,275,000 928 § 2,291,086 $ (3,107,568) $ (815,554)
Stock-based compensation expense - - 231,029 - 231,029
Issuance of common stock in connection with notes payable 600,000 60 239,940 - 240,000
Beneficial conversion feature in connection with notes payable - - 100,535 - 100,535
Net loss - - - (988,102) (988,102)
Balance as of September 30, 2018 (Unaudited) 9,875,000 988 $ 2,862,590 $ (4,095,670)  $ (1,232,092)

The accompanying notes are an integral part of these condensed financial statements.




CROWN ELECTROKINETICS CORP.
Condensed Statements of Stockholders’ Deficit
Six Months Ended September 30, 2019 and 2018

Additional Paid- Total
Common Stock in Accumulated Stockholders’
Number Amount Capital Deficit Deficit
Balance as of March 31, 2019 9,875,000 $ 988 $ 3,448,857 $ (6,844,488) $ (3,394,643)
Stock-based compensation expense 6,000,000 600 2,601,245 - 2,601,845
Issuance of common stock and warrants in connection with
cancellation of consulting agreement 100,000 10 264,510 - 264,520
Issuance of common stock in connection with notes payable 421,000 42 320,958 - 321,000
Beneficial conversion feature in connection with notes payable - - 27,918 - 27,918
Net loss - - - (5,026,430) (5,026,430)
Balance as of September 30, 2019 (Unaudited) 16,396,000 $ 1,640 $ 6,663,488 $  (11,870,918) $ (5,205,790)
Additional Paid- Total
Common Stock in Accumulated Stockholders’
Number Amount Capital Deficit Deficit
Balance as of March 31, 2018 9,275,000 $ 928 $ 2,046,056 $ (2,548,735) $ (501,751)
Stock-based compensation expense - - 437,886 - 437,886
Issuance of common stock in connection with notes payable 600,000 60 239,940 - 240,000
Beneficial conversion feature in connection with notes payable - - 138,708 - 138,708
Net loss = - - (1,546,935) (1,546,935)
Balance as of September 30, 2018 (Unaudited) 9,875,000 $ 988 § 2,862,590 § (4,095,670)  $ (1,232,092

The accompanying notes are an integral part of these condensed financial statements.




CROWN ELECTROKINETICS CORP.
Condensed Statements of Cash Flows

(Unaudited)
Six Months Ended
September 30,
2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (5,026,430) $ (1,546,935)
Adjustments to reconcile net loss to net cash used in operating activities:
Stock-based compensation 2,601,845 437,886
Issuance of common stock and warrants in connection with cancellation of consulting agreement 264,520 -
Depreciation and amortization 38,924 26,546
Amortization of debt discount 740,041 324,199
Change in fair value of warrant liability (136,326) 62,711
Changes in operating assets and liabilities:
Accounts receivable - (56,542)
Prepaid and other current assets (17,566) (2,752)
Account payable 370,645 96,973
Accrued expenses 255,403 (32,923)
Accrued interest 176,893 42,675
Deferred revenue - (127,958)
Due to related parties = (8,635)
Net cash used in operating activities (732,051) (784,755)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of equipment (26,603) (47,045)
Net cash used in investing activities (26,603) (47,045)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from related party 31,000 (100,000)
Proceeds from issuance of senior secured convertible notes and common stock warrants 620,000 816,872
Change in cash overdraft 8,207 -
Net cash provided by financing activities 659,207 716,872
Net decrease in cash (99,447) (114,928)
Cash — beginning of period 99,447 168,222
Cash — end of period - $ 53,294
SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND FINANCING ACTIVITIES:
Unpaid deferred offering costs $ 155311  $ -
Unpaid research and development license included in accounts payable $ 100,000 $ 100,000
Beneficial conversion feature in connection with notes payable $ 27,918 $ 138,708
Issuance of common stock in connection with notes payable $ 321,000 $ 240,000
SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid for interest $ -8 -
Cash paid income taxes $ - $ -

The accompanying notes are an integral part of these condensed financial statements.




CROWN ELECTROKINETICS, CORP.
Notes to Condensed Financial Statements
Six months ended September 30, 2019
(Unaudited)

Note 1 - Organization and Description of Business Operations

Crown ElectroKinetics Corp. (the “Company”) was incorporated in the State of Delaware on April 20, 2015. Effective October 6, 2017, the Company’s name was changed to
Crown ElectroKinetics Corp. from 3D Nanocolor Corp. (“3D Nanocolor”).

On April 22, 2016, Marathon Patent Group (“Marathon”), owned 5,800,000 shares of 3D Nanocolor’s common stock and 3D Nanocolor was a wholly owned subsidiary of
Marathon. On August 22, 2017, Marathon entered into a Retention Agreement with Doug Croxall, Marathon’s Chief Executive Officer and Chairman of the Board of Directors

(the “Retention Agreement”). As part of the Retention Agreement, Mr. Croxall received all of the outstanding shares of 3D Nanocolor’s common stock held by Marathon and

1,000,000 stock warrants which had no value at the time of transfer. On September 29, 2017, Marathon transferred to Mr. Croxall, all of Marathon’s, title and interest in, and its
ownership in the common stock of 3D Nanocolor Corp.

The Company is commercializing technology for smart or dynamic glass. The Company’s electrokinetic glass technology is an advancement on microfluidic technology that
was originally developed by HP Inc.

On January 31, 2016, the Company entered into an Intellectual Property (“IP”), agreement with Hewlett-Packard Development Company, L.P. and HP, Inc., collectively
(“HP”), to acquire a research license to determine the feasibility of incorporating HP’s electro-kinetic display technology in the Company’s products. Under the terms of the
agreement, the license is to be used for research purposes only, has a purchase price of $200,000 for the technology and has a two year closing date. On April 12, 2016 the
Company and HP entered into the first amendment to the agreement, which reduced the purchase price of the technology to $175,000, of which $75,000 was payable upon
completion of the technology transfer and $100,000 was payable upon the first anniversary of the agreement’s effective date. On May 1, 2017, the Company and HP entered
into the second amendment to the agreement which increased the purchase price for the technology to $375,000 and extended the closing date to January 31, 2020. Of such
$375,000, $75,000 is payable upon completion of the technology transfer, $100,000 is payable upon the first anniversary of the agreement’s effective date, $100,000 is payable
upon the second anniversary of the agreement’s effective date and $100,000 is payable upon the third anniversary of the agreement’s effective date. On March 10, 2019, the
Company and HP entered into the third amendment to the agreement, which extended the closing date to January 31, 2021, enumerated certain intellectual property owned by
HP that is not subject to the exclusive license granted to the Company and revised the schedule of fees payable by the Company to HP, such that $100,000 is payable upon the
first anniversary of the agreement’s effective date, $100,000 is payable upon the second anniversary of the agreement’s effective date and $100,000 is payable before April 20,
2019. As of September 30, 2019 and the date of this report, the remaining $100,000 owed to HP for the research license has not been paid. The parties have subsequently agreed
that such payment is not due until December 2019. The agreement grants the Company an option to purchase the related assignable patents at a purchase price of $1.4 million.

Company’s Initial Registration Statement
The initial registration statement registering the resale of certain shares of the Company’s common stock was declared effective on September 23, 2019.
Note 2 - Going Concern and Liquidity

The Company has incurred substantial operating losses since its inception, and expects to continue to incur significant operating losses for the foreseeable future and may never
become profitable. As reflected in the condensed financial statements, the Company had an accumulated deficit of approximately $11.9 million at September 30, 2019, a net
loss of approximately $5.0 million, and approximately $0.7 million of net cash used in operating activities for the six months ended September 30, 2019.

The accompanying condensed financial statements have been prepared on a going concern basis, which contemplates the realization of assets and satisfaction of liabilities in the
normal course of business. The condensed financial statements do not include any adjustments relating to the recoverability and classification of recorded asset amounts or the
amounts and classification of liabilities that might result from the outcome of this uncertainty. The Company anticipates incurring additional losses until such time, if ever, that
it can obtain marketing approval to sell, and then generate significant sales, of its technology that is currently in development. Substantial additional financing will be needed by
the Company to fund its operations and to develop and commercialize its technology. These factors raise substantial doubt about the Company’s ability to continue as a going
concern.




CROWN ELECTROKINETICS, CORP.
Notes to Condensed Financial Statements
Six months ended September 30, 2019
(Unaudited)

The Company will seek to obtain additional capital through the sale of debt or equity financings or other arrangements to fund operations; however, there can be no assurance
that the Company will be able to raise needed capital under acceptable terms, if at all. The sale of additional equity may dilute existing stockholders and newly issued shares
may contain senior rights and preferences compared to currently outstanding shares of common stock. Issued debt securities may contain covenants and limit the Company’s
ability to pay dividends or make other distributions to stockholders. If the Company is unable to obtain such additional financing, future operations would need to be scaled
back or discontinued. Due to the uncertainty in the Company’s ability to raise capital, management believes that there is substantial doubt in the Company’s ability to continue
as a going concern for twelve months from the issuance of these condensed financial statements.

Note 3 - Significant Accounting Policies
Basis of Presentation and Principles of Consolidation

The Company’s condensed financial statements have been prepared in conformity with accounting principles generally accepted in the United States of America (“GAAP”) and
include all adjustments necessary for the fair presentation of the Company’s financial position for the periods presented. The results of operations for the three and six months
ended September 30, 2019 are not necessarily indicative of the results for the full year or the results for any future periods. These condensed financial statements should be read
in conjunction with the audited financial statements and related notes for the fiscal year ended March 31, 2019 included in the Company’s final prospectus for its registration
statement dated as of September 9, 2019 and filed with the Securities and Exchange Commission (the “SEC”) on September 9, 2019 pursuant to Rule 424(b)(4) under the
Securities Act of 1933, as amended.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of expenses during the reporting period. These
estimates and assumptions are based on current facts, historical experience and various other factors believed to be reasonable under the circumstances, the results of which
form the basis for making judgments about the carrying values of assets and liabilities and the recording of expenses that are not readily apparent from other sources. Actual
results may differ materially and adversely from these estimates. To the extent there are material differences between the estimates and actual results, the Company’s future
results of operations will be affected.

Significant Accounting Policies

Cash and Cash Equivalents

The Company considers all highly liquid investments purchased with original maturities of 90 days or less at acquisition to be cash equivalents. There were no cash equivalents
as of September 30, 2019 and March 31, 2019.

As of September 30, 2019, the Company recorded a bank overdraft of approximately $8,000 and it is presented as a liability on the accompanying balance sheet.
Concentrations of Credit Risk and Off-balance Sheet Risk
Cash and cash equivalents are financial instruments that are potentially subject to concentrations of credit risk. The Company’s cash and cash equivalents are deposited in

accounts at large financial institutions, and amounts may exceed federally insured limits. The Company believes it is not exposed to significant credit risk due to the financial
strength of the depository institutions in which the cash and cash equivalents are held. The Company has no financial instruments with off-balance sheet risk of loss.




CROWN ELECTROKINETICS, CORP.
Notes to Condensed Financial Statements
Six months ended September 30, 2019
(Unaudited)
Property and Equipment

Property and equipment are stated at cost and depreciated over the estimated useful lives of the assets. Depreciation is recorded using the straight-line method over the estimated
useful lives of the respective assets, generally three to ten years.

Finite Lived Intangible Assets

Finite-lived intangible assets are amortized on a straight-line basis over the asset’s estimated economic life and are tested for impairment based on undiscounted cash flows and,
if impaired, are written down to fair value based on discounted cash flows. The identified intangible assets are amortized over 10 years for the acquired technology.

Impairment of Long-lived Assets

The Company reviews long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. If
the sum of the estimated future cash flows expected to result from the use and eventual disposition of an asset is less than its net book value, an impairment loss is recognized.
Measurement of an impairment loss is based on the fair value of an asset. No impairment was recorded during the three and six months ended September 30, 2019 and 2018.
Fair Value Measurement

The Company follows the accounting guidance in Accounting Standards Codification (“ASC”) 820 for its fair value measurements of financial assets and liabilities measured at
fair value on a recurring basis. Under this accounting guidance, fair value is defined as an exit price, representing the amount 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. As such, fair value is a market-based measurement that should be determined
based on assumptions that market participants would use in pricing an asset or a liability.

The accounting guidance requires fair value measurements be classified and disclosed in one of the following three categories:

Level 1: Quoted prices in active markets for identical assets or liabilities.

Level 2: Observable inputs other than Level 1 prices, for similar assets or liabilities that are directly or indirectly observable in the marketplace.

Level 3: Unobservable inputs which are supported by little or no market activity and that are financial instruments whose values are determined using pricing models,
discounted cash flow methodologies, or similar techniques, as well as instruments for which the determination of fair value requires significant judgment or estimation.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. Assets and
liabilities measured at fair value are classified in their entirety based on the lowest level of input that is significant to the fair value measurement.

The Company’s notes payable are classified within Level 3 of the fair value hierarchy because their fair values are estimated by utilizing valuation models and significant
unobservable inputs. The carrying value of the notes payable and the senior secured promissory notes approximate fair value due to the short-term maturity of these instruments.
The carrying value of the senior secured convertible notes approximate fair value due to the recent issuance date.




CROWN ELECTROKINETICS, CORP.
Notes to Condensed Financial Statements
Six months ended September 30, 2019
(Unaudited)

Warrant Liability
The Company accounts for certain common stock warrants outstanding as a liability at fair value and adjusts the instruments to fair value at each reporting period. This liability
is subject to re-measurement at each balance sheet date until exercised, and any change in fair value is recognized in the Company’s statements of operations. The fair value of
the warrants issued by the Company have been estimated using the Monte Carlo simulation.
Revenue Recognition
The Company adopted the new revenue standard, ASC 606, on March 31, 2019 using the full retrospective approach. The adoption did not have an effect on 2019 or 2018
revenue recognition or a cumulative effect on opening equity, as the timing and measurement of revenue recognition is materially the same as under ASC 605. The core
principle of the new revenue standard is that a company should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the company expects to be entitled in exchange for those goods or services. The following five steps are applied to achieve that core principle:

e Step 1: Identify the contract with the customer

e  Step 2: Identify the performance obligations in the contract

e Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the performance obligations in the contract

e Step 5: Recognize revenue when the company satisfies a performance obligation

For contracts where the period between when the Company transfers a promised good or service to the customer and when the customer pays is one year or less, the Company
has elected the practical expedient to not adjust the promised amount of consideration for the effects of a significant financing component.

The Company’s performance obligation is to provide a development service that enhances an asset that the customer controls. The Company receives upfront payments in
advance of providing services and payment upon reaching milestones.

The Company is not be able to reasonably measure the outcome of its performance obligations that are satisfied over time because it is in the early stages of the contracts.
Therefore, the amount of performance that will be required in its contracts cannot be reliably estimated and the Company recognizes revenue up to the amount of costs incurred.

As of September 30, 2019, the Company has variable consideration of $75,000 that is constrained using the most likely amount approach because it is dependent upon reaching
a milestone.

Research and Development

Research and development costs, including in-process research and development acquired as part of an asset acquisition for which there is no alternative future use, is expensed
as incurred. Advance payments for goods and services that will be used in future research and development activities are expensed when the activity has been performed or
when the goods have been received rather than when the payment is made.

Stock-Based Compensation

The Company expenses stock-based compensation to employees and non-employees over the requisite service period based on the estimated grant-date fair value of the awards.
The Company estimates the fair value of stock option grants using the Black-Scholes option pricing model, and the assumptions used in calculating the fair value of stock-based
awards represent management’s best estimates and involve inherent uncertainties and the application of management’s judgment. For the three months ended September 30,
2019 and 2018, the Company recorded stock-based compensation of $1.8 million and $0.2 million, respectively. For the six months ended September 30, 2019 and 2018, the
Company recorded stock-based compensation expense of $2.9 million and $0.4 million, respectively, (See Note 10).

For the six months ended September 30, 2019 the Company’s stock-based compensation expense consisted of $2.6 million related to its fully vested stock options and restricted
stock granted to employees and consultants, and $0.3 million related to the shares of common stock and warrants issued in connection with the cancellation of a consulting
agreement. For the six months ended September 30, 2018 the Company’s stock-based compensation expense was related to its fully vested stock options and restricted stock
granted to employees and consultants.




CROWN ELECTROKINETICS, CORP.
Notes to Condensed Financial Statements
Six months ended September 30, 2019
(Unaudited)

Income taxes

Deferred tax assets and liabilities are computed based upon the difference between the financial statement and income tax basis of assets and liabilities using the enacted
marginal tax rate applicable when the related asset or liability is expected to be realized or settled. Deferred income tax expenses or benefits are based on the changes in the
asset or liability each period. If available evidence suggests that it is more likely than not that some portion or all of the deferred tax assets will not be realized, a valuation
allowance is required to reduce the deferred tax assets to the amount that is more likely than not to be realized. Future changes in such valuation allowance are included in the
provision for deferred income taxes in the period of change.

ASC Topic 740, Income Taxes, (“ASC 740”), also clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements and prescribes a
recognition threshold and measurement process for financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. For those
benefits to be recognized, a tax position must be more-likely-than-not to be sustained upon examination by taxing authorities. ASC 740 also provides guidance on
derecognition, classification, interest and penalties, accounting in interim period, disclosure and transition. Based on the Company’s evaluation, it has been concluded that there
are no significant uncertain tax positions requiring recognition in the Company’s financial statements. The Company believes that its income tax positions and deductions
would be sustained on audit and does not anticipate any adjustments that would result in material changes to its financial position.

In its financial statements, the Company utilizes an expected annual effective tax rate in determining its income tax provisions for the interim periods. That rate differs from
U.S. statutory rates primarily as a result of valuation allowance related to the Company’s net operating loss carryforward as a result of the historical losses of the Company.

Net Loss per Share

ASC 260, Earnings Per Share, requires dual presentation of basic and diluted earnings per share (“EPS”) with a reconciliation of the numerator and denominator of the basic
EPS computation to the numerator and denominator of the diluted EPS computation. Basic EPS excludes dilution. Diluted EPS reflects the potential dilution that could occur if
securities or other contracts to issue common stock were exercised or converted into common stock or resulted in the issuance of common stock that then shared in the earnings
of the entity.

Basic net loss per share of common stock excludes dilution and is computed by dividing net loss by the weighted average number of shares of common stock outstanding
during the period. Diluted net loss per share of common stock reflects the potential dilution that could occur if securities or other contracts to issue common stock were
exercised or converted into common stock or resulted in the issuance of common stock that then shared in the earnings of the entity unless inclusion of such shares would be
anti-dilutive. Since the Company has only incurred losses, basic and diluted net loss per share is the same. Securities that could potentially dilute loss per share in the future that
were not included in the computation of diluted loss per share at September 30, 2019 and 2018 are as follows:

September 30,
2019 2018
(Unaudited) (Unaudited)

Warrants to purchase common stock 5,257,342 3,354,880
Options to purchase common stock 5,813,500 4,028,500
Unvested restricted stock awards 5,250,003 -
Convertible notes 11,319,822 8,207,993

27,640,667 15,591,373
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CROWN ELECTROKINETICS, CORP.
Notes to Condensed Financial Statements
Six months ended September 30, 2019
(Unaudited)

Recent Accounting Pronouncements

The Company is considered to be an “emerging growth company” as defined in the Jumpstart Our Business Startups Act of 2012, as amended (JOBS Act). The JOBS Act
provides that an emerging growth company can take advantage of an extended transition period for complying with new or revised accounting standards. Thus, an emerging
growth company can delay the adoption of certain accounting standards until those standards would otherwise apply to private companies. The Company has elected to use the
extended transition period for complying with any new or revised financial accounting standards pursuant to Section 13(a) of the Securities and Exchange Act of 1934.

In May 2014, the FASB issued Accounting Standards Update (“ASU”) 2014-09, Revenue from Contracts with Customers (Topic 606), as modified by ASU 2015-14, Revenue
from Contracts with Customers (Topic 606): Deferral of the Effective Date , ASU 2016-08, Revenue from Contracts with Customers (Topic 606): Principal versus Agent
Considerations (Reporting Revenue Gross versus Net), ASU 2016-10, Revenue from Contracts with Customers (Topic 606): Identifying Performance Obligations and
Licensing, and ASU 2016-12, Revenue from Contracts with Customers (Topic 606): Narrow-Scope Improvements and Practical Expedients. The revenue recognition principle
in ASU 2014-09 is that an entity should recognize revenue to depict the transfer of goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. In addition, new and enhanced disclosures will be required. Companies may adopt the new standard either using
the full retrospective approach, a modified retrospective approach with practical expedients, or a cumulative effect upon adoption approach. The Company adopted the new
standard on April 1, 2019 using the modified retrospective approach. Such adoption did not result in any impact to the Company’s financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) which supersedes FASB Topic 840, Leases (Topic 840) and provides principles for the recognition,
measurement, presentation and disclosure of leases for both lessees and lessors. The new standard requires lessees to apply a dual approach, classifying leases as either finance
or operating leases based on the principle of whether or not the lease is effectively a financed purchase by the lessee. This classification will determine whether lease expense is
recognized based on an effective interest method or on a straight-line basis over the term of the lease, respectively. A lessee is also required to record a right-of-use asset and a
lease liability for all leases with a term of greater than twelve months regardless of classification. Leases with a term of twelve months or less will be accounted for similar to
existing guidance for operating leases. In January 2018, the FASB issued ASU 2018-01, Leases (Topic 842) Land Easement Practical Expedient for Transition to Topic 842,
which amends ASU 2016-02 to provide entities an optional transition practical expedient to not evaluate under Topic 842 existing or expired land easements that were not
previously accounted for as leases under the current leases guidance in Topic 842. An entity that elects this practical expedient should evaluate new or modified land easements
under Topic 842 beginning at the date that the entity adopts Topic 842. The standard will be effective for annual and interim periods beginning after December 15, 2019, with
early adoption permitted upon issuance. The Company is currently evaluating the effect that the updated standard will have on its financial statements and related disclosures.
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In June 2018, the FASB issued ASU 2018-07, Compensation — Stock Compensation (Topic 718), Improvements to Nonemployee Share-Based Payment Accounting, which is
intended to simplify aspects of share-based compensation issued to non-employees by making the guidance consistent with accounting for employee share-based compensation.
The standard is effective for non-public entities for fiscal years beginning after December 15, 2019, including interim periods within that fiscal year. Early adoption is
permitted. The Company is currently evaluating the effect that the standard will have on its financial statements and related disclosures.

In November 2018, the FASB issued ASU 2018-18, Collaborative Arrangements (Topic 808): Clarifying the Interaction Between Topic 808 and Topic 606, which clarifies that
certain transactions between collaborative arrangement participants should be accounted for as revenue under ASC 606 when the collaborative arrangement participant is a
customer for a promised good or service that is distinct within the collaborative arrangement. The guidance also precludes entities from presenting amounts related to
transactions with a collaborative arrangement participant that is not a customer as revenue, unless those transactions are directly related to third-party sales. The new standard is
effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2019, with early adoption permitted. The Company is currently evaluating
the effect that the standard will have on its financial statements and related disclosures.

Note 4 — Fair Value Measurements
During the six months ended September 30, 2019 and the year ended March 31, 2019, the Company issued warrants totaling 658,508 and 2,869,303 related to its convertible
notes. The warrants were classified as liabilities and measured at fair value on the grant date, with changes in fair value recognized as other expense on the condensed statements

of operations and disclosed in the condensed financial statements.

A summary of significant unobservable inputs (Level 3 inputs) used in measuring warrants granted during the six months ended September 30, 2019 and the year ended March
31, 2019 is as follows:

September 30, March 31,
2019 2019
(Unaudited)
Dividend yield 0% 0%
Expected price volatility 50% 50%
Risk free interest rate 1.71-2.18% 2.16 - 2.69%
Expected term 4 years 4 years

The following tables classify the Company’s liabilities measured at fair value on a recurring basis into the fair value hierarchy as of September 30, 2019 and March 31, 2019:

Fair value measured at September 30, 2019 (Unaudited)
Total carrying

value at September  Quoted prices in Significant other Significant
30, active markets observable inputs unobservable
2019 (Level 1) (Level 2) inputs (Level 3)
Liabilities:
Warrant liability $ 1,462,624 $ - S - 8 1,462,624
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(Unaudited)
Fair value measured at March 31, 2019
Total carrying Quoted prices in Significant other Significant
value at March active markets observable inputs unobservable
31,2019 (Level 1) (Level 2) inputs (Level 3)
Liabilities:
Warrant liability $ 1,398,617 $ - 3 - § 1,398,617

For the six months ended September 30, 2019 there was a change of approximately $0.1 million, and for the year ended March 31, 2019 there was a change of approximately
$0.6 million in Level 3 liabilities measured at fair value, respectively.

Unobservable inputs were used to determine the fair value of positions that the Company has classified within the Level 3 category. Unrealized gains and losses associated with
liabilities within the Level 3 category include changes in fair value that were attributable to unobservable (e.g., changes in unobservable long- dated volatilities) inputs.

The following tables presents changes in Level 3 liabilities measured at fair value for the three and six months ended September 30, 2019.

Warrant
Liability
Balance at March 31, 2019 $ 1,398,616
Issuance of warrants in connection with convertible notes 200,334
Change in fair value (147,308)
Balance at June 30, 2019 (Unaudited) $ 1,451,142
Change in fair value 11,482
Balance at September 30, 2019 (Unaudited) $ 1,462,624
The following tables presents changes in Level 3 liabilities measured at fair value for the three and six months ended September 30, 2018.
Warrant
Liability
Balance at March 31, 2018 $ 141,519
Issuance of warrants in connection with convertible notes 44,827
Change in fair value 38,368
Balance at June 30, 2018 (Unaudited) $ 224,714
Issuance of warrants in connection with convertible notes 332,199
Change in fair value 24,343
Balance at September 30, 2018 (Unaudited) $ 581,256
Note 5 — Property & Equipment, Net
Property and equipment, net, consists of the following:
September 30, March 31,
2019 2019
(Unaudited)
Equipment $ 148,814 § 122,210
Computer software 5,440 5,441
Leasehold improvements 6,640 6,640
Total 160,894 134,291
Less accumulated depreciation and amortization (50,637) (31,913)
Property and equipment, net $ 110257 $ 102,378

Depreciation expense for the three months ended September 30, 2019 and 2018 was approximately $9,000 and $3,000 respectively. Depreciation expense for the six months
ended September 30, 2019 and 2018 was approximately $19,000 and $6,000 respectively.
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Note 6 — Intangible Assets

On January 31, 2016, the Company, entered into an IP agreement with HP to acquire a research license to determine the feasibility of incorporating HP’s electro-kinetic display
technology in the Company’s products. Under the terms of the agreement, the license is to be used for research purposes only, has a purchase price of $200,000 for the
technology and a two year closing date. On April 12, 2016 the Company and HP entered into the first amendment to the agreement, which provided that, with respect to the
remainder of the purchase price, $75,000 was payable upon completion of the technology transfer and $100,000 was payable upon the first anniversary of the agreement’s
effective date. The sales agreement entered into with HP concurrently with the first amendment to the agreement allocated $25,000 of the $200,000 purchase price to acquire
equipment to be used in the research. On May 1, 2017, the Company and HP entered into the second amendment to the agreement which increased the purchase price for the
technology to $375,000 and extended the closing date to January 31, 2020. Of such $375,000, $75,000 is payable upon completion of the technology transfer, $100,000 is
payable upon the first anniversary of the agreement’s effective date, $100,000 is payable upon the second anniversary of the agreement’s effective date and $100,000 is payable
upon the third anniversary of the agreement’s effective date. On March 10, 2019, the Company and HP entered into the third amendment to the agreement, which extended the
closing date to January 31, 2021, enumerated certain intellectual property owned by HP that is not subject to the exclusive license granted to the Company and revised the
schedule of fees payable by the Company to HP, such that $100,000 is payable upon the first anniversary of the agreement’s effective date, $100,000 is payable upon the second
anniversary of the agreement’s effective date and $100,000 is payable before April 20, 2019. The parties have subsequently agreed that such payment is not due until December
2019.

Under the guidance of ASC 350, Intangibles — Goodwill and Other Intangibles, the Company recorded the research license at the cost to acquire the license. As of March 31,
2019, the Company has paid $275,000 for the transfer of the technology. The remaining $100,000 has been accrued and will be paid over the remaining term of the license. The

research license will be amortized over a 10 year useful life.

Amounts due under the HP agreement are as follows:

Balance due as of March 31, 2016 $ 175,000
Payment on transfer of technology - April 29, 2016 (75,000)
Payment on first anniversary of effective date - January 31, 2017 (100,000)
Balance due as of March 31, 2017 -
Increase in purchase price of intellectual property - May 1, 2017 200,000
Payment on second anniversary of effective date - January 31, 2018 (50,000)
Balance due as of March 31, 2018 150,000
Payment on July 30, 2018 (50,000)
Balance due as of March 31, 2019 100,000
Balance due as of September 30, 2019 $ 100,000

The carrying amounts related to the research license as of September 30, 2019 and March 31, 2019 were as follows:

September 30, March 31,
2019 2019
(Unaudited)
Research license $ 375,000 $ 375,000
Total 375,000 375,000
Accumulated amortization (119,793) (99,593)
Research license, net $ 255207 $ 275,407
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The following table represents the total estimated amortization for the research license for the five succeeding years and thereafter as of September 30, 2019:

Estimated
Amortization
Expense
(Unaudited)
2020 $ 20,200
2021 40,290
2022 40,290
2023 40,290
Thereafter 114,137
Total $ 255,207

For the three months ended September 30, 2019 and 2018, amortization expense was approximately $10,000 for each period, respectively. For the six months ended September
30, 2019 and 2018, the Company recorded amortization expense of approximately $20,000 for each period, respectively.

The Intellectual Property Agreement grants the Company an option to purchase the related assignable patents for a purchase price of $1.4 million and must be exercised at least
60 days prior to the closing date of January 31, 2021. The Company will be responsible for all costs associated with the assignable patents and will pay a royalty of 3.0% of the
gross revenues received by the Company and its Affiliates for the sale, rental, license or other disposition of the licensed products. As of September 30, 2019 and the date of this
report, the Company has not exercised this option.

Note 7 — Accrued Expenses

As of September 30, 2019 and March 31, 2019, the Company’s accrued expenses consisted of payroll and related expenses of approximately $0.4 million and $0.1 million,
respectively.

Note 8 — Notes Payable:

Notes payable at September 30, 2019 and March 31, 2019 consist of the following:

September 30,
2019 March 31, 2019
(Unaudited)

Notes payable, due January 1, 2018 $ 50,000 $ 50,000
Senior secured promissory note, due November 12, 2019 200,000 200,000
Senior secured convertible notes, due April 1, 2019 - March 27, 2020 2,877,710 2,238,535
3,127,710 2,488,535
Less: unamortized debt discount (390,803) (562,418)
Total notes $ 2,736,907 $ 1,926,117

Notes Payable

In June 2017, the Company issued notes payable with an aggregate principal balance of $50,000 for an equal amount of proceeds. The notes accrue interest at 15% per annum
and were due and payable on January 1, 2018. Upon closing of a sale (or series of related sales) by the Company of its Preferred Stock prior to January 1, 2018, from which the
Company receives gross proceeds of not less than $25,000 (excluding the aggregate amount of securities converted into Preferred Stock in connection with such sale), the
principal balance of the notes, and all accrued interest thereon, automatically convert into the number of Preferred Stock sold in such offering at a conversion price equal to the
lower of: 1) 80% of the offering price, or ii) a conversion price determined by dividing $1,000,000 by the then-outstanding fully-diluted common shares outstanding. The notes
may also be converted by the holder on or after the maturity date into the number of Series Seed preferred stock of the Company determined by dividing $1,000,000 by the then-
outstanding fully-diluted common shares outstanding.
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(Unaudited)

Upon certain defined fundamental transactions, the holder may either i) request conversion of the outstanding principal and accrued interest into the number of common shares
of the Company at a conversion price determined by dividing $1,000,000 by the then-outstanding fully-diluted common shares outstanding, or ii) request cash settlement of the
accrued interest and 200% of the outstanding principal.

As of September 30, 2019 accrued interest was approximately $17,000.
Senior Secured Promissory Note

On January 1, 2018, the Company issued a senior secured promissory note with a principal balance of $300,000, for proceeds of $250,000, resulting in an original issue
discount of $50,000. The note is secured by the assets of the Company, has a maturity date of July 1, 2018 and may be prepaid at any time prior to the maturity date. The note
bears no interest if the principal is repaid in full on or prior to the maturity date. Upon the occurrence of an event of default, the note will bear an annual interest rate of 10%. The
discount is being amortized to interest expense over the term of the debt using the effective interest method.

On April 1, 2019, the Company entered into the third amendment which extended the note term to July 1, 2019. On August 27, 2019, the Company entered into the fourth
amendment which extended the note term to November 12, 2019. On January 20, 2020, the Company entered into the fifth amendment which extended the note term to April
20, 2020. As consideration for the extension, the Company issued 200,000 shares of its common stock at a fair value of $150,000 or $0.75 per share.

As of September 30, 2019 accrued interest was approximately $42,000.
Senior Secured Convertible Note

On March 31, 2018, the Company issued a senior secured convertible notes with a principal balance of $315,000 for proceeds of $265,000, resulting in an original issue
discount of $50,000. The notes bear interest at 12% per annum and mature on April 1, 2019. The notes are convertible by the holder at a price per common share equal to the
lower of $3,000,000 divided by the number of common share outstanding on the date of conversion (“Fixed Conversion Price”) or 67% of the per share price of the Company’s
first equity financing (“Variable Conversion Price”). Interest may be paid in cash or, if certain conditions are met, in shares of the Company, at the Company’s discretion. The
note is secured by the Company’s intellectual property, including its registered trademarks, patents, and copyrights and any related applications, and all the associated goodwill
related to the intellectual property. The notes may be prepaid by the Company, with 15 days’ notice, at 125% of unpaid principal and interest, and the holder may exercise its
conversion right during the notice period. In the event of default, the notes pay a default rate of 24% per annum, and the holder may put the notes for cash or convert into a
variable number of the Company’s shares at a 45% discount at 150% of the outstanding principal and accrued interest. The number of shares the holder may receive in either
conversions is capped at 4.99% of the number of shares of the common stock outstanding immediately after giving effect to the issuance of shares of common stock issuable
upon conversion of this note held by the holder.

In connection with issuance of the senior secured convertible notes, the Company issued the note holder a common stock purchase warrant with a term of four years, providing
the holder with the right to purchase 1,009,008 shares of the Company’s common stock at March 31, 2019. The purchase price of one share of common stock under the warrant
shall be 125% of the Fixed Conversion Price of the senior secured convertible notes. The purchase price is subject to downward adjustment for any dilutive issuance, as defined.
Additionally, the warrant holder has the option to require the Company to cash settle the warrant, for the Black Scholes value of the remaining unexercised portion of the
warrant, upon a fundamental transaction, as defined.

After allocating issuance proceeds to the warrant liability, the effective conversion price of the senior secured convertible notes was below the quoted market price of the

Company’s common stock. As such, the Company recognized a beneficial conversion feature equal to the intrinsic value of the conversion feature on the issuance date, resulting
in an additional discount to the initial carrying value of the senior secured convertible notes of $123,481 with a corresponding credit to additional paid-in capital.
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Effective April 12, 2018, the holder transferred 20% of the 12% senior secured promissory note dated March 31, 2018 to a third party.

On April 10, 2019, the Company entered into the first amendment to its senior secured promissory note dated March 31, 2018. The amendment extends the notes maturity date
to July 1, 2019, and as consideration for the extension, the Company issued 75,000 shares of its common stock for a fair value of $61,500 or $0.82 per share to the note holders.
The Company accounted for the issuance of the shares as a debt modification using the guidance under ASC 470-50, Debt Modifications and Extinguishments, and during the
three months ended June 30, 2019, recorded a debt discount of $61,500 related to the issuance of the shares. As of June 30, 2019, the debt discount was fully expensed and is
included in the accompanying statement of operations as interest expense.

On August 27, 2019, the Company entered into the second amendment to its senior secured promissory note which extended the note term to October 1, 2019. As consideration
for the extension, the Company issued 10,000 shares of its common stock at a fair value of $7,500 or $0.75 per share.

On January 24, 2020, the Company entered into the third amendment to its senior secured promissory note which extended the note term to July 23, 2020. As consideration for
the extension, the Company issued 60,000 shares of its common stock at a fair value of $45,000 or $0.75 per share.

Financing Agreement

On May 23, 2018, the Company entered into a Financing Agreement to facilitate the growth of the Company and the Company’s strategy for public listing by way of the filing
of a Registration Statement Form S-1 with the U.S. Securities and Exchange Commission. The financing will consist of Four Investment Units of Senior Secured Notes with a
minimum amount of $1.0 million and a maximum of $4.0 million. The lead investor will participate in this offering for a minimum of $500,000. Each Investment Unit will have
a minimum amount of $250,000 and consist of a Senior Secured Note. These Notes will be secured by any and all stock held by the Company’s management and all assets held
by the Company and its subsidiaries.

12% Senior Secured Convertible Promissory Notes

On May 31, 2018, July 11, 2018, and July 27, 2018 the Company entered into senior secured convertible promissory notes to its senior secured convertible note issued on
March 31, 2018, which provides the Company an additional $274,050 with an OID of $19,050 for net proceeds of $255,000.The notes bear interest at 12% per annum and
mature on one year from the issuance date. Interest may be paid in cash or, if certain conditions are met, in shares of the Company, at the Company’s discretion. The notes are
convertible by the holder at a price per common share equal to the lower of $3,000,000 divided by the number of common share outstanding on the date of conversion (“Fixed
Conversion Price”) or 67% of the per share price of the Company’s first equity financing (“Variable Conversion Price”). Interest may be paid in cash or, if certain conditions are
met, in shares of the Company, at the Company’s discretion. The note is secured by the Company’s intellectual property, including its registered trademarks, patents, and
copyrights and any related applications, and all the associated goodwill related to the intellectual property. The notes may be prepaid by the Company, with 15 days’ notice, at
125% of unpaid principal and interest, and the holder may exercise its conversion right during the notice period. In the event of default, the notes pay a default rate of 24% per
annum, and the holder may put the notes for cash or convert into a variable number of the Company’s shares at a 45% discount at 150% of the outstanding principal and accrued
interest. The number of shares the holder may receive in either conversions is capped at 4.99% of the number of shares of the common stock outstanding immediately after
giving effect to the issuance of shares of common stock issuable upon conversion of this note held by the holder.

In connection with issuance of the senior secured convertible promissory notes, the Company issued the note holder a common stock purchase warrant with a term of four years,
providing the holder with the right to purchase 848,611 shares of the Company’s common stock. The purchase price of one share of common stock under the warrant shall be
125% of the Fixed Conversion Price of the senior secured convertible promissory notes. The purchase price is subject to downward adjustment for any dilutive issuance, as
defined. Additionally, the warrant holder has the option to require the Company to cash settle the warrant, for the Black Scholes value of the remaining unexercised portion of
the warrant, upon a fundamental transaction, as defined.

After allocating issuance proceeds to the warrant liability, the effective conversion price of the senior secured convertible promissory notes was below the quoted market price
of the Company’s common stock. As such, the Company recognized a beneficial conversion feature equal to the intrinsic value of the conversion feature on the issuance date,
resulting in an additional discount to the initial carrying value of the senior secured convertible promissory notes of $116,779 with a corresponding credit to additional paid-in
capital.
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8% Senior Secured Convertible Promissory Notes

On August 13, 2018, November 14, 2018, December 24, 2018 and December 28, 2018, the Company entered into senior secured promissory notes for $1,082,474. The notes
have an OID of $102,474 and the company received net proceeds of $980,000. The Company received proceeds of $750,000 related to its August 13, 2018 senior secured
promissory note, of which $500,000 was disbursed to the Company and $250,000 was held in an escrow account. As of December 31, 2018, the $250,000 of proceeds held in
escrow were disbursed to the Company. The notes bear interest at 8% per annum and the August and December notes mature one year from the issuance date. The November
note matures on August 10, 2019 and the maturity date may be extended to August 10, 2020. Interest may be paid in cash or, if certain conditions are met, in shares of the
Company, at the Company’s discretion. The notes are convertible by the holder at a price per common share equal to the lower of $12,000,000 divided by the number of
common share outstanding on the date of conversion (“Fixed Conversion Price”) or in the event that the Company consummates any financing in which the pre-money valuation
of the Company shall be less than $12,000,000 (the “Reduced Valuation™), then, from and after the consummation of such Reduced Valuation Transaction, the price shall be the
quotient of 90% of the Reduced Valuation divided by the then-outstanding number of the Company’s common stock. Interest may be paid in cash or, if certain conditions are
met, in shares of the Company, at the Company’s discretion. The notes are secured by the Company’s intellectual property, including its registered trademarks, patents, and
copyrights and any related applications, and all the associated goodwill related to the intellectual property. The notes may be prepaid by the Company, with 15 days’ notice, at
125% of unpaid principal and interest, and the holder may exercise its conversion right during the notice period. In the event of default, the notes pay a default rate of 24% per
annum, and the holder may put the notes for cash or convert into a variable number of the Company’s shares at a 45% discount at 150% of the outstanding principal and accrued
interest. The number of shares the holder may receive in either conversions is capped at 4.99% of the number of shares of the common stock outstanding immediately after
giving effect to the issuance of shares of common stock issuable upon conversion of this note held by the holder.

Effective August 13, 2018, the holder transferred 20% of the 12% senior secured promissory notes dated May 31, 2018, July 11, 2018 and July 27, 2018 and 20% of the 8%
senior secured promissory note dated August 13, 2018, to a third party.

On August 27, 2019, the Company entered into the first amendment related to its senior secured convertible promissory notes dated May 31, 2018, July 11, 2018, July 27, 2018
and August 13, 2018, which extended the notes term to November 12, 2019. As consideration for the extension, the Company issued 10,000 shares of its common stock at a
fair value of $7,500 or $0.75 per share. On November 11, 2019 the Company entered into the second amendment which extended the notes term to January 4, 2020. On January
24,2020, the Company entered into the third amendment which extended the notes term to July 23, 2020. As consideration for the extension, the Company issued 60,000 shares
of its common stock at a fair value of $45,000 or $0.75 per share.

On August 27, 2019, the Company entered into the first amendment related to its senior secured convertible promissory note dated November 14, 2018, which extended the
note term to November 12, 2019. As consideration for the extension, the Company issued 10,000 shares of its common stock at a fair value of $7,500 or $0.75 per share. On
November 11, 2019 the Company entered into the second amendment which extended the note term to January 4, 2020. On January 24, 2020, the Company entered into the
third amendment which extended the note term to April 23, 2020. As consideration for the extension, the Company issued 15,000 shares of its common stock at a fair value of
$11,250 or $0.75 per share.

On January 24, 2020, the Company entered into the first amendment related to its senior secured convertible promissory note dated December 24, 2018, which extended the
note term to April 23, 2020. As consideration for the extension, the Company issued 15,000 shares of its common stock at a fair value of $11,250 or $0.75 per share.

On January 24, 2020, the Company entered into the first amendment related to its senior secured convertible promissory note dated December 28, 2018, which extended the
note term to April 23, 2020. As consideration for the extension, the Company issued 5,000 shares of its common stock at a fair value of $3,750 or $0.75 per share.

From January 11, 2019 through March 31, 2019, the Company entered into senior secured promissory notes for net proceeds totaling $521,000, recorded an OID of $46,010
and a principal balance totaling $567,010. The notes bear interest at 8% per annum and mature one year from the issuance date. Interest may be paid in cash or, if certain
conditions are met, in shares of the Company, at the Company’s discretion. The notes are convertible by the holder at a price per common share equal to the lower of
$12,000,000 divided by the number of common share outstanding on the date of conversion (“Fixed Conversion Price”) or in the event that the Company consummates any
financing in which the pre-money valuation of the Company shall be less than $12,000,000 (the “Reduced Valuation”), then, from and after the consummation of such Reduced
Valuation Transaction, the price shall be the quotient of 90% of the Reduced Valuation divided by the then-outstanding number of the Company’s common stock. Interest may
be paid in cash or, if certain conditions are met, in shares of the Company, at the Company’s discretion. The notes are secured by the Company’s intellectual property, including

its registered trademarks, patents, and copyrights and any related applications, and all the associated goodwill related to the intellectual property. The notes may be prepaid by
the Company, with 15 days’ notice, at 125% of unpaid principal and interest, and the holder may exercise its conversion right during the notice period. In the event of default,
the notes pay a default rate of 24% per annum, and the holder may put the notes for cash or convert into a variable number of the Company’s shares at a 45% discount at 150%
of the outstanding principal and accrued interest. The number of shares the holder may receive in either conversions is capped at 4.99% of the number of shares of the common
stock outstanding immediately after giving effect to the issuance of shares of common stock issuable upon conversion of this note held by the holder.
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On January 24, 2020, the Company entered into the first amendment related to its senior secured convertible promissory note dated January 11, 2019, which extended the note
term to April 23, 2020.

On March 13, 2020, the Company entered into first amendments related to its senior secured convertible promissory notes dated February 15, 2019 through March 17, 2019,
which extended the note terms by 180 days from the original maturity dates.

In connection with issuance of the senior secured promissory notes, the Company issued the note holder a common stock purchase warrant with a term of four years, providing
the holder with the right to purchase 1,234,775 shares of the Company’s common stock. The purchase price of one share of common stock under the warrant shall be 125% of
the Fixed Conversion Price of the senior secured convertible promissory notes. The purchase price is subject to downward adjustment for any dilutive issuance, as defined.
Additionally, the warrant holder has the option to require the Company to cash settle the warrant, for the Black Scholes value of the remaining unexercised portion of the
warrant, upon a fundamental transaction, as defined.

After allocating issuance proceeds to the warrant liability, the effective conversion price of the senior secured promissory notes was below the quoted market price of the
Company’s common stock. As such, the Company recognized a beneficial conversion feature equal to the intrinsic value of the conversion feature on the issuance date, resulting
in an additional discount to the initial carrying value of the senior secured promissory notes of $31,392 with a corresponding credit to additional paid-in capital.

From April 2, 2019 through June 10, 2019, the Company entered into convertible promissory notes with a principal balance totaling $639,175. The notes contain an OID
totaling $19,175 and the Company received net proceeds of $620,000. The notes bear interest at 8% per annum and mature one year from the issuance date. Interest may be
paid in cash or, if certain conditions are met, in shares of the Company, at the Company’s discretion. The notes are convertible by the holder at a price per common share equal

to the lower of $12,000,000 divided by the number of common share outstanding on the date of conversion (“Fixed Conversion Price™) or in the event that the Company
consummates any financing in which the pre-money valuation of the Company shall be less than $12,000,000 (the “Reduced Valuation”), then, from and after the
consummation of such Reduced Valuation Transaction, the price shall be the quotient of 90% of the Reduced Valuation divided by the then-outstanding number of the

Company’s common stock. Interest may be paid in cash or, if certain conditions are met, in shares of the Company, at the Company’s discretion. The notes are secured by the

Company’s intellectual property, including its registered trademarks, patents, and copyrights and any related applications, and all the associated goodwill related to the

intellectual property. The notes may be prepaid by the Company, with 15 days’ notice, at 125% of unpaid principal and interest, and the holder may exercise its conversion right

during the notice period. In the event of default, the notes pay a default rate of 24% per annum, and the holder may put the notes for cash or convert into a variable number of
the Company’s shares at a 45% discount at 150% of the outstanding principal and accrued interest. The number of shares the holder may receive in either conversions is capped
at 4.99% of the number of shares of the common stock outstanding immediately after giving effect to the issuance of shares of common stock issuable upon conversion of this
note held by the holder.

In connection with issuance of the senior secured promissory notes, the Company issued the note holder a common stock purchase warrant with a term of four years, providing
the holder with the right to purchase 658,508 shares of the Company’s common stock. The purchase price of one share of common stock under the warrant shall be 125% of the
Fixed Conversion Price of the senior secured convertible promissory notes. The purchase price is subject to downward adjustment for any dilutive issuance, as defined.
Additionally, the warrant holder has the option to require the Company to cash settle the warrant, for the Black Scholes value of the remaining unexercised portion of the
warrant, upon a fundamental transaction, as defined.

After allocating issuance proceeds to the warrant liability, the effective conversion price of the senior secured promissory notes was below the quoted market price of the

Company’s common stock. As such, the Company recognized a beneficial conversion feature equal to the intrinsic value of the conversion feature on the issuance date, resulting
in an additional discount to the initial carrying value of the senior secured promissory notes of $27,918 with a corresponding credit to additional paid-in capital.
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(Unaudited)

The carrying value of the senior secured convertible notes as of September 30, 2019 and March 31, 2019, is comprised of the following:

September 30, March 31,
2019 2019
(Unaudited)
Principal value of convertible notes $ 2,877,710  $ 2,238,535
Original issue discount (236,710) (217,535)
Discount resulting from allocation of proceeds to warrant liability (1,002,026) (801,693)
Discount resulting from beneficial conversion feature (299,570) (271,652)
Discount resulting from issuance of common stock (561,000) (240,000)
Amortization of discount 1,708,503 968,462
Net carrying value of Senior Secured Convertible Notes $ 2,486,907 $ 1,676,117

The aggregate discount to the senior secured convertible note will be amortized to interest expense over the term of the note using the effective interest method. As of September
30, 2019, the total accrued interest in connection with the convertible notes was approximately $248,000.

Note 9 - Stockholders’ Deficit

Preferred Stock

As of September 30, 2019 and March 31, 2019, there were no shares of the Company’s par value $0.0001, 50,000,000 shares, of authorized preferred stock outstanding
Common Stock and Warrants

During the six months ended September 30, 2019, the Company issued 421,000 shares of its par value $0.0001 common stock in connection with the Company’s convertible
notes for a weighted average fair value of approximately $321,000, or $0.76 per share (See Note 8).

On May 7, 2019, the Company terminated a consulting agreement, which was initially dated September 17, 2018. The Company had engaged the consultant to serve as the
exclusive placement agent in the offering of the Company’s securities. On May 8, 2019, as consideration for termination of the agreement, the Company issued 346,338
warrants to purchase shares of its common stock at a fair value of $182,520, and issued 100,000 shares of its common stock at a fair value of $82,000 or $0.82 per share.

Additional Paid-in Capital

During the six months ended September 30, 2019, the Company recorded a beneficial conversion feature of $27,918 related to its convertible notes issued for the period April
2019 through June 2019.

Note 10 — Stock-Based Compensation, Restricted Stock and Stock Options:
The Company grants equity based compensation under its 2016 Equity Incentive Plan (the “Plan”). The Plan allows the Company to grant incentive and nonqualified stock

options, and shares of restricted stock to its employees, directors and consultants. As of September 30, 2019, there is a total of 22,000,000 shares of the Company’s common
stock available under the Plan.
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Stock-based compensation:

The Company recognized total expenses for stock-based compensation during the three and six months ended September 30, 2019 and 2018, which are included in the
accompanying statements of operations, as follows (unaudited):

Three months ended Six months ended
September 30, September 30,
2019 2018 2019 2018
Research and development expenses $ 722,606 $ 115290 $ 981,515 $ 232,846
Selling, general and administrative expenses 1,046,816 115,707 1,884,850 204,286
Total stock-based compensation $ 1,769,422  $ 230,997 $ 2,866,365 $ 437,132

As of September 30, 2019, the Company had approximately $3.3 million of unrecognized compensation expense related to options and restricted stock granted under the
Company’s equity incentive plan.

Restricted stock awards:

A summary of the Company’s restricted stock activity during the six months ended September 30, 2019 is as follows:

Weighted
Average Grant-
Number of Date
Shares Fair Value
Unvested at March 31, 2019 - $ -
Granted 6,000,000 $ 0.82
Vested (749,997) $ 0.82
Unvested at September 30, 2019 (Unaudited) 5,250,003 $ 0.82

The Company issued 6,000,000 shares of restricted stock to employees during the six months ended September 30, 2019.

The fair value of restricted stock awards are measured based on their fair value at the grant date and amortized over the vesting period of 24 months. As of September 30, 2019,
the unrecognized stock-based compensation expense related to restricted stock awards was approximately $2.9 million.

Stock Options:

The Company provides stock-based compensation to employees, directors and consultants under the Plan. The fair value of each stock option grant is estimated on the date of
grant using the Black-Scholes option pricing model. The Company historically has been a private company and lacks company-specific historical and implied volatility
information. Therefore, it estimates its expected stock volatility based on the historical volatility of a publicly traded set of peer companies and expects to continue to do so until
such time as it has adequate historical data regarding the volatility of its own traded stock price. The risk free interest rate is determined by referencing the U.S. Treasury yield
curve in effect at the time of grant of the award for time periods approximately equal to the expected term of the award. Expected dividend yield is based on the fact that the
Company has never paid cash dividends and does not expect to pay any cash dividends in the foreseeable future. There were no options granted during the six months ended
September 30, 2019.
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A summary of activity under the Plan for the six months ended September 30, 2019 is as follows:

Weighted
Average
Shares Weighted Remaining
Underlying Average Contractual Aggregate
Options Exercise Price Term (Years) Intrinsic Value
Outstanding at March 31, 2019 5,813,500 $ 0.18 92 § 3,720,395
Outstanding at September 30, 2019 (Unaudited) 5,813,500 $ 0.18 87 $ 3,313,450
Exercisable at September 30, 2019 (Unaudited) 2,560,092 $ 0.19 87 $ 1,435,611

Warrants:

During the six months ended September 30, 2019, the Company issued 346,338 warrants to purchase shares of the Company’s common stock. During the three and nine
months ended September 30, 2019, the Company recognized approximately $182,000 of stock-based compensation expense related to the warrants, respectively. The Company
estimated the fair value of the warrants using the Black-Scholes pricing model consisting of; an expected term of 5 years, a risk free interest rate of 2.34%, a stock price of $0.82
per share and a volatility of 50%.

Note 11 — Related Parties

As of September 30, 2019, the Company owed $31,000 for advances from Mr. Doug Croxall, the Company’s chief executive officer. The advances are non-interest bearing, and
a formal agreement has not been finalized as of the date of this report.

Note 12 — Commitments and Contingencies
Leases

On March 8, 2016, the Company entered into a lease agreement with Oregon State University, to lease office and laboratory space located at HP Campus Building 11, 1110 NE
Circle Blvd, Corvallis, Oregon, for approximately $400 monthly. On July 1, 2016, the Company entered into the first amendment to the lease agreement which increased the
monthly lease expense to approximately $1,200. On October 1, 2017, the Company entered into a sublease agreement, which provides for additional office space and the
monthly lease payment increased to approximately $1,800. The lease expired on June 30, 2018 and the Company extended the lease through June 30, 2019. The monthly lease
payment increased to approximately $4,500 for the months ended June 30 2018 through November 30, 2018, and increased to approximately $7,550 for the months ended
December 31, 2018 through June 30, 2019.

On July 1, 2019, the Company entered into the fourth amendment to its lease with Oregon State University, which extends the lease expiration date to June 30, 2022. Beginning
on July 1, 2020, and each July 1 thereafter, the monthly Operating Expense Reimbursement, as defined will be increased by no more than three percent.
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(Unaudited)
As of September 30, 2019, future minimum lease payments are as follows:
(Unaudited)

2020 $ 45,298
2021 90,597
2022 90,597
2023 22,649

Total $ 249,141

Litigation

On August 13, 2019, Spencer Clarke LLC (“Spencer Clarke”) filed a lawsuit against the Company in the Supreme Court of the State of New York, County of New York, Index
No. 654592. Spencer Clarke asserts claims for breach of contract, accounting, and a declaratory judgment in connection with compensation allegedly earned under an October
18, 2018 Letter of Engagement. Spencer Clarke claims its damages are estimated to be more than one million shares of stock and other fees as well as attorney’s fees and costs.
The Company disputes the claims and intends to vigorously defend this matter.

Note 13 - Subsequent Events

The Company has evaluated all events that occurred after the balance sheet date of September 30, 2019, through March 20, 2020, the date when financial statements were
issued to determine if they must be reported. The Company’s subsequent events are as follows:

Agreements

On October 8, 2019, the Company issued 320,000 shares of its common stock with a fair value of $0.75 per share, or $240,000, in connection with a consulting agreement for
advisory services related to corporate strategies.

On November 14, 2019, the Company entered into a new agreement with Asahi which terminates the February 1, 2019 agreement as of June 16, 2019, (the “Effective Date”) of
the new agreement. Under the terms of the new agreement, Asahi will pay the Company $0.1 million within 60 days of the Effective Date. The Company will provide three
pieces of updated samples to Asahi by April 30, 2020. As of the date of this report, the Company has not received the $0.1 million.

On January 9, 2020, the Company issued 20,000 shares of its common stock with a fair value of $0.75 per share, or $15,000, in connection with a consulting agreement. The
consulting agreement expires on November 9, 2020.

On January 10, 2020, the Company entered into a convertible promissory note with a principal balance totaling $103,093. The note contains an OID totaling $3,093 and the
Company received net proceeds of $100,000. The note bears interest at 8% per annum and is due on demand.

On February 1, 2020, the Company entered into a collaboration agreement to support its intellectual property strategy. The Company will pay a monthly fee of $50,000
commencing on February 28, 2020. The agreement may be terminated by either party upon a 30-day written notice.

On March 9, 2020, the Company entered into a convertible promissory note with a principal balance totaling $257,732. The note contains an OID totaling $7,732 and the

Company received net proceeds of $250,000. The note bears interest at 8% per annum and matures on March 10, 2021. In connection with the note, the Company issued
100,000 shares of its common stock with a fair value of $75,000 or $0.75 per share.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the financial statements and related notes thereto
included elsewhere in this report. This discussion contains forward-looking statements that involve risks and uncertainties. Our actual results could differ materially from those
discussed below. Factors that could cause or contribute to such differences include, but are not limited to, those identified below and those discussed in the section titled “Risk
Factors” included elsewhere in this report.

Management’s plans and basis of presentation:

Crown ElectroKinetics Corp. (the “Company” “we”, “our”, or “us”), was incorporated in the State of Delaware on April 20, 2015. Effective October 6, 2017, the Company’s
name was changed to Crown ElectroKinetics Corp. from 3D Nanocolor Corp. (“3D Nanocolor”).

On April 22, 2016, Marathon Patent Group (“Marathon”), owned 5,800,000 shares of 3D Nanocolor’s common stock and 3D Nanocolor was a wholly owned subsidiary of
Marathon. On August 22, 2017, Marathon entered into a Retention Agreement with Doug Croxall, Marathon’s Chief Executive Officer and Chairman of the Board of Directors

(the “Retention Agreement”). As part of the Retention Agreement, Mr. Croxall received all of the outstanding shares of 3D Nanocolor’s common stock held by Marathon and

1,000,000 stock warrants which had no value at the time of transfer. On September 29, 2017, Marathon transferred to Mr. Croxall, all of Marathon’s, title and interest in, and its
ownership in the common stock of 3D Nanocolor Corp.

The Company is commercializing technology for smart or dynamic glass. The Company’s electrokinetic glass technology is an advancement on microfluidic technology that
was originally developed by Hewlett-Packard Company.

On January 31, 2016, we entered into an Intellectual Property (“IP”), agreement with Hewlett-Packard Development Company, L.P. and HP, Inc., collectively (“HP”), to
acquire a research license to determine the feasibility of incorporating HP’s electro-kinetic display technology in our products. Under the terms of the agreement, the license is
to be used for research purposes only, has a purchase price of $200,000 for the technology and has a two year closing date. On April 12, 2016 the Company and HP entered into
the first amendment to the agreement, which reduced the purchase price of the technology to $175,000, of which $75,000 was payable upon completion of the technology
transfer and $100,000 was payable upon the first anniversary of the agreement’s effective date. The sales agreement entered into with HP concurrently with the first amendment
to the agreement allocated $25,000 of the $200,000 purchase price to acquire equipment to be used in the research. On May 1, 2017, the Company and HP entered into the
second amendment to the agreement which increased the purchase price for the technology to $375,000 and extended the closing date to January 31, 2020. Of such $375,000,
$75,000 is payable upon completion of the technology transfer, $100,000 is payable upon the first anniversary of the agreement’s effective date, $100,000 is payable upon the
second anniversary of the agreement’s effective date and $100,000 is payable upon the third anniversary of the agreement’s effective date. On March 10, 2019, the Company
and HP entered into the third amendment to the agreement, which extended the closing date to January 31, 2021, enumerated certain intellectual property owned by HP that is
not subject to the exclusive license granted to the Company and revised the schedule of fees payable by the Company to HP, such that $100,000 is payable upon the first
anniversary of the agreement’s effective date, $100,000 is payable upon the second anniversary of the agreement’s effective date and $100,000 is payable before April 20, 2019
and is reflected in accounts payable. As of September 30, 2019 and the date of this report, the remaining $100,000 owed to HP for the research license has not been paid. The
parties have subsequently agreed that such payment is not due until December 2019. The agreement grants the Company an option to purchase the related assignable patents at
a purchase price of $1.4 million.

Crown’s Research & Development Operation currently occupies 1,500 square feet of space, located on the HP Inc. campus in Corvallis, Oregon in the Advanced Technology
and Manufacturing Institute (ATAMI). ATAMI is an academic-industrial research center and business incubator designed to provide an advanced materials development
environment to private sector partner tenants performing research and development. The facility includes access to shared state-of-the-art tooling capabilities. ATAMI has
grown to 80,000 square feet since its inception in 2004 and now offers Crown all the space requirements it needs for the foreseeable future.
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On November 15, 2017, the Company entered into a license agreement with Asahi Glass Co., Ltd. (“Asahi”). The Asahi agreement provides that the Company will provide
samples to be used by Asahi for the sole purpose of determining the feasibility of integrating the Company’s film technology in Asahi’s auto and train glass products. The
Company began performing development activities in April of 2018. On February 1, 2019, the Company and Asahi entered into a new license agreement, terminating the prior
agreement. Under such new license agreement, the Company will provide samples to be used by Asahi to evaluate the appearance of and measure optical properties of the
Company’s film technology. At Asahi’s option, the Company will provide additional samples to be used by Asahi to measure the durability of such sample for the purpose of
determining the feasibility of integrating the Company’s film technology in Asahi’s auto and train glass products. The performance related to the new agreement is a
continuation of the work being performed as of April 2018.

On August 23, 2017, the Company entered into a collaborative agreement with Eastman Chemical Company (“Eastman”). The Eastman agreement provides that the Company
and Eastman will jointly develop electrokinetic films and determine their suitability for commercial use in applied films and interlayers for automobile windows. The Company
and Eastman will be exchanging Intellectual Property (“IP”) for the development of the films. The Company began performing development activities in April of 2018.

Results of Operations for the three months ended September 30, 2019 and 2018 (income):

Three Months Ended September 30,

2019 2018
Revenue $ - 8 (153,500)
Cost of revenue 153,500 153,500
Research and development 750,395 192,214
Selling, general and administrative 1,492,483 533,411
Other expense 404,802 262,477
Net Loss $ 2,801,180 $ 988,102

Revenue

There was no revenue for the three months ended September 30, 2019 and we recognized revenue of $0.2 million for the three months ended September 30, 2018, related to our
contracts with Eastman and Asahi. We are not able to estimate the total amount of development service under an efforts-based perspective and, therefore, the amount of
performance that will be required in our contracts cannot be reliably estimated under the proportional performance revenue recognition model. Accordingly, we recognize
revenue up to the amount of costs incurred.

Cost of Revenue

The cost of revenue for the three months ended September 30, 2019 and 2018, was approximately $0.2 million for each period, respectively. The cost of revenue is related to the
costs incurred with respect to our contracts with Eastman and Asahi.

Research and Development

Research and development expenses were $0.8 million for the three months ended September 30, 2019 compared to $0.2 million for the three months ended September 30,
2018. The increase of $0.6 million is primarily related to stock-based compensation expenses recognized for restricted stock issued to our employees and officers during the
three months ended June 30, 2019.

Selling, General and Administrative

Selling, general and administrative (“SG&A”™) expenses were $1.5 million and $0.5 million for the three months ended September 30, 2019 and 2018, respectively. The $1.0

million increase in SG&A expenses is primarily attributable to employee compensation and related expenses, stock-based compensation expenses and professional fees.
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Other Income (Expense)

Other expense was $0.4 million for the three months ended September 30, 2019 compared to $0.3 million for the three months ended September 30, 2018. The increase of $0.1
million is primarily due to interest expense recognized in connection with our convertible notes.

Results of Operations for the six months ended September 30, 2019 and 2018 (income):

Six Months Ended
September 30,
2019 2018
Revenue $ - S (309,500)
Cost of revenue 307,000 309,500
Research and development 1,070,766 347,043
Selling, general and administrative 2,868,391 782,702
Other expense 780,273 417,190
Net Loss $ 5,026,430 $ 1,546,935

Revenue

There was no revenue for the six months ended September 30, 2019 and we recognized revenue of $0.3 million for the six months ended September 30, 2018, related to our
contracts with Eastman and Asahi. We are not able to estimate the total amount of development service under an efforts-based perspective and, therefore, the amount of
performance that will be required in our contracts cannot be reliably estimated under the proportional performance revenue recognition model. Accordingly, we recognize
revenue up to the amount of costs incurred.

Cost of Revenue

The cost of revenue for the six months ended September 30, 2019 and 2018, was approximately $0.3 million for each period, respectively. The cost of revenue is related to the
costs incurred with respect to our contracts with Eastman and Asahi.

Research and Development

Research and development expenses, were $1.1 million for the six months ended September 30, 2019 compared to $0.3 million for the six months ended September 30, 2018.
The increase of $0.7 million is primarily related to stock-based compensation expenses recognized for restricted stock awards issued to our employees and officers.

Selling, General and Administrative

Selling, general and administrative expenses were $2.9 million and $0.8 million for the six months ended September 30, 2019 and 2018, respectively. The $2.1 million increase
in SG&A expenses was primarily attributable to employee compensation and related expenses, stock-based compensation expenses and professional fees.

Other Income (Expense)
Other expense was $0.8 million for the six months ended September 30, 2019 compared with other expense of $0.4 million for the six months ended September 30, 2018. The

$0.4 million increase in other expense is primarily attributable to $0.6 million of interest expense offset by $0.2 million for the change in fair value of warrant liabilities related
to our convertible notes.
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Liquidity
Going Concern

We have incurred substantial operating losses since our inception, and we expect to continue to incur significant operating losses for the foreseeable future, and may never
become profitable. We had an accumulated deficit of approximately $11.9 million at September 30, 2019, a net loss of approximately $5.0 million, and approximately $0.7
million of net cash used in operating activities for the six months ended September 30, 2019.

We anticipate incurring additional losses until such time, if ever, that we can obtain marketing approval to sell, and then generate significant sales, of our technology that is
currently in development. Substantial additional financing will be needed by the Company to fund our operations and to develop and commercialize our technology. These
factors raise substantial doubt about the Company’s ability to continue as a going concern.

We will seek to obtain additional capital through the sale of debt or equity financings or other arrangements to fund operations; however, there can be no assurance that we will
be able to raise needed capital under acceptable terms, if at all. The sale of additional equity may dilute existing stockholders and newly issued shares may contain senior rights
and preferences compared to currently outstanding shares of common stock. Issued debt securities may contain covenants and limit our ability to pay dividends or make other
distributions to stockholders. If we are unable to obtain such additional financing, future operations would need to be scaled back or discontinued. Due to the uncertainty in the
Company’s ability to raise capital, we believe that there is substantial doubt in our ability to continue as a going concern for twelve months from the date of issuance of the
financial statements.

Cash Flows
Six Months Ended
September 30,
2019 2018
Cash and cash equivalents at the beginning of the period $ 99,447 § 168,222
Net cash used in operating activities (732,051) (784,755)
Net cash used in investing activities (26,603) (47,045)
Net cash provided by financing activities 659,207 716,872
Cash and cash equivalents at the end of the period $ -8 53,294
Operating Activities

For the six months ended September 30, 2019, net cash used in operating activities was $0.7 million, which primarily consisted of our net loss of $5.0 million, adjusted for non-
cash expenses of $3.5 million including, $2.9 million of stock-based compensation expenses, $0.7 million of amortization related to the debt discount recognized for our
convertible notes payable, off-set by $0.1 million for the change in fair value of our warrant liability. The net change in operating assets and liabilities was $0.8 million and was
primarily due to the increases in in accounts payable and accrued expenses totaling $0.7 million and increased accrued interest of $0.2 million related to our convertible notes.

For the six months ended September 30, 2018, net cash used in operating activities was $0.8 million, which primarily consisted of our net loss of 1.5 million, adjusted for non-
cash expenses of $0.8 million including, $0.4 million of stock-based compensation expenses, $0.3 million of amortization related to the debt discount recognized for our
convertible notes payable and $0.1 million of other non-cash expenses. The net change in operating assets and liabilities was nominal.

Investing Activities

For the six months ended September 30, 2019, net cash used in investing activities was approximately $27,000, related to the purchase of computer equipment and computer
software.

For the six months ended September 30, 2018, net cash used in investing activities was approximately $47,000, related to the purchase of computer equipment and computer
software.
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Financing Activities

For the six months ended September 30, 2019, net cash provided by financing activities was $0.7 million. The net cash provided is primarily related to $0.6 million of proceeds
received from the issuance of our senior secured convertible notes and the related stock warrants.

For the six months ended September 30, 2018, net cash provided by financing activities was $0.7 million. The net cash provided is primarily related to $0.8 million of proceeds
received from the issuance of our senior secured convertible notes and the related stock warrants, offset by a payment of $0.1 million related to our senior secured promissory
note.

Off-balance sheet arrangements

We did not have any off-balance sheet arrangements during the periods presented, and we do not currently have any off-balance sheet arrangements, as defined in the SEC rules
and regulations.

Critical accounting policies and significant judgments and estimates

Our financial statements are prepared in accordance with generally accepted accounting principles in the United States, or GAAP. The preparation of our financial statements
requires us to make estimates, assumptions and judgments that affect the reported amounts of assets, liabilities, costs and expenses. We base our estimates and assumptions on
historical experience and other factors that we believe to be reasonable under the circumstances. We evaluate our estimates and assumptions on an ongoing basis. Our actual
results may differ from these estimates. Our most critical accounting policies are summarized below. See Note 3 to our condensed financial statements for a description of our
other significant accounting policies.

Revenue Recognition

We adopted the new revenue standard, ASC 606, on March 31, 2019 using the full retrospective approach. The adoption did not have an effect on 2019 or 2018 revenue
recognition or a cumulative effect on opening equity, as the timing and measurement of revenue recognition is materially the same as under ASC 605. The core principle of the
new revenue standard is that a company should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration

to which the company expects to be entitled in exchange for those goods or services. The following five steps are applied to achieve that core principle:

e  Step 1: Identify the contract with the customer

e  Step 2: Identify the performance obligations in the contract
e  Step 3: Determine the transaction price
e  Step 4: Allocate the transaction price to the performance obligations in the contract

e Step 5: Recognize revenue when the company satisfies a performance obligation

For contracts where the period between when we transfer a promised good or service to the customer and when the customer pays is one year or less, we have elected the
practical expedient to not adjust the promised amount of consideration for the effects of a significant financing component.

Our performance obligation is to provide a development service that enhances an asset that the customer controls. We receive upfront payments in advance of providing
services and payment upon reaching milestones.

We are not be able to reasonably measure the outcome of our performance obligations that are satisfied over time because we are in the early stages of the contracts. Therefore,
the amount of performance that will be required in our contracts cannot be reliably estimated and we recognize revenue up to the amount of costs incurred.
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Stock-based compensation

We measure and recognize compensation expense for all options based on the estimated fair value of the award on the grant date. We use the Black-Scholes option-pricing
model to estimate the fair value of option awards. The fair value is recognized as expense on a straight-line basis over the requisite service period. We account for forfeitures as
they occur. We recognize expense for awards where vesting is subject to a market or performance condition based on the derived service period. Expense for awards with
performance conditions would be estimated and adjusted on a quarterly basis based upon our assessment of the probability that the performance condition will be met.

The determination of the grant date fair value of options using an option pricing model is affected principally by our estimated fair value of shares of our common stock and
requires management to make a number of other assumptions, including the expected life of the option, the volatility of the underlying shares, the risk-free interest rate and
expected dividends. The assumptions used in our Black-Scholes option-pricing model represent management’s best estimates at the time of measurement. These estimates are
complex, involve a number of variables, uncertainties and assumptions and the application of management’s judgment, as they are inherently subjective. If any assumptions
change, our stock-based compensation expense could be materially different in the future.

These assumptions are estimated as follows:

e Fair Value of Common Stock. As our common stock has not historically been publicly traded, we estimated the fair value of common stock. See “Fair Value of
Common Stock” and “Common Stock Valuation Methodology” sections.

e Expected Term. The expected term represents the period that our options are expected to be outstanding. We calculated the expected term using the simplified
method for options based on the average of each option’s vesting term and the contractual period during which the option can be exercised, which is typically 10
years following the date of grant.

e Expected Volatility. The expected volatility was based on the historical share volatility of several of our comparable publicly traded companies over a period of time

equal to the expected term of the options, as we do not have any trading history to use the volatility of our own common stock.

e Risk-Free Interest Rate. The risk-free interest rate was based on the yields of U.S. Treasury securities with maturities appropriate for the term of the award.

e  Expected Dividend Yield. We have not paid dividends on our common stock nor do we expect to pay dividends in the foreseeable future.
Fair Value of Common Stock
Historically, for all periods prior to this offering, the fair values of the shares of common stock underlying our options were estimated on each grant date by our board of
directors. In order to determine the fair value, our board of directors considered, among other things, contemporaneous valuations of our common stock and preferred stock
prepared by unrelated third-party valuation firms in accordance with the guidance provided by the American Institute of Certified Public Accountants 2013 Practice Aid,
Valuation of Privately-Held- Company Equity Securities Issued as Compensation, or the Practice Aid. Given the absence of a public trading market of our capital stock, our
board of directors exercised reasonable judgment and considered a number of objective and subjective factors to determine the best estimate of the fair value of our common
stock, including:

e contemporaneous third-party valuations of our common stock;

e the prices, rights, preferences and privileges of our preferred stock relative to our common stock;

e  our business, financial condition and results of operations, including related industry trends affecting our operations;
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e the likelihood of achieving a liquidity event, such as an initial public offering or sale of our company, given prevailing market conditions;

e the lack of marketability of our common stock;

e the market performance of comparable publicly traded companies; and

e U.S. and global economic and capital market conditions and outlook.
Recent accounting pronouncements
See Note 3 to our condensed financial statements beginning on page 11 for a description of recent accounting pronouncements applicable to our financial statements.
JOBS Act Transition Period
As an “emerging growth company” under the Jumpstart Our Business Startups Act of 2012, we can take advantage of an extended transition period for complying with new or
revised accounting standards. This allows an emerging growth company to delay the adoption of certain accounting standards until those standards would otherwise apply to
private companies. We are electing to delay our adoption of such new or revised accounting standards. As a result of this election, our financial statements may not be
comparable to the financial statements of other public companies.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Not required for a Smaller Reporting Company.
Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
We maintain “disclosure controls and procedures,” as such term is defined in Rules 13a-15(¢) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, or the
Exchange Act, that are designed to ensure that information required to be disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed,
summarized, and reported within the time periods specified in Securities and Exchange Commission rules and forms, and that such information is accumulated and

communicated to our management, including our Chief Executive Officer, to allow timely decisions regarding required disclosure.

The design of any disclosure controls and procedures also is based in part upon certain assumptions about the likelihood of future events, and there can be no assurance that any
design will succeed in achieving its stated goals under all potential future conditions.

With respect to the quarter ended September 30, 2019, under the supervision and with the participation of our management, we conducted an evaluation of the effectiveness of
the design and operations of our disclosure controls and procedures. Based upon this evaluation, our Chief Executive Officer has concluded that our disclosure controls and
procedures are effective.

Management does not expect that our internal control over financial reporting will prevent or detect all errors and all fraud. A control system, no matter how well conceived and
operated, can provide only reasonable, not absolute, assurance that the objectives of the control systems are met. Further, the design of a control system must reflect the fact that
there are resource constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent limitations in a cost-effective control system, no
evaluation of internal control over financial reporting can provide absolute assurance that misstatements due to error or fraud will not occur or that all control issues and
instances of fraud, if any, have been or will be detected.

Changes in Internal Control over Financial Reporting:
There were no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) that occurred during the fiscal

quarter ended September 30, 2019 which have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1. Legal Proceedings
On August 13, 2019, Spencer Clarke LLC (“Spencer Clarke™) filed a lawsuit against the Company in the Supreme Court of the State of New York, County of New York, Index
No. 654592. Spencer Clarke asserts claims for breach of contract, accounting, and a declaratory judgment in connection with compensation allegedly earned under an October
18, 2018 Letter of Engagement. Spencer Clarke claims its damages are estimated to be more than one million shares of stock and other fees as well as attorney’s fees and costs.
The Company disputes the claims and intends to vigorously defend this matter.
Item 1A. Risk Factors
Not required for a Smaller Reporting Company.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Other than those previously disclosed by the Company in its current reports on Form 8-K as filed with the SEC, there have been no unregistered sales of the Company’s equity
securities during the period covered by this Quarterly Report.

Item 3. Defaults Upon Senior Securities
N/A — none.

Item 4. Mine Safety Disclosures

N/A — none.

Item 5. Other Information

N/A — none.

Item 6. Exhibits

31.1 Certification of the Principal Executive Officer, Principal Financial Officer and Principal Accounting Officer pursuant to Exchange Act Rules 13a-14(a) and

15d-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

321 Certifications of the Principal Executive Officer, Principal Financial Officer and Principal Accounting Officer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document
101.LAB XBRL Taxonomy Extension Label Linkbase Document
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

101.DEF XBRL Taxonomy Definition Linkbase Document
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this Quarterly Report on Form 10-Q to be signed on its behalf by the
undersigned, thereunto duly authorized.

Crown ElectroKinetics, Corp.

Dated: March 20, 2020 /s/ Doug Croxall

Doug Croxall
Chief Executive Officer and
Principal Financial Officer
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Exhibit 31.1

CERTIFICATION

I, Doug Croxall, Chief Executive Officer of Crown ElectroKinetics Corp. (the “registrant”), certify that:

L.

2.

I have reviewed this quarterly report on Form 10-Q of the registrant for the period ended September 30, 2019;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results
of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a.

b.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect
the registrant’s ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: March 20, 2020

/s/ Doug Croxall

Doug Croxall
Chief Executive Officer
(Principal Executive and Financial Officer)



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Each of the undersigned hereby certifies, in his or her capacity as an officer of Crown ElectroKinetics Corp. (the “Company”), for the purposes of 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his/her knowledge:

(1) The Company’s Quarterly Report on Form 10-Q for the period ended September 30, 2019 (the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Dated: March 20, 2020

/s/ Doug Croxall

Doug Croxall

Chief Executive Officer
(Principal Executive and Financial Officer)

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and
Exchange Commission or its staff upon request.



