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Kubient, Inc.

Condensed Consolidated Balance Sheets

    September 30,     December 31, 
2021 2020

(unaudited)
Assets       
Current Assets:       

Cash $ 28,746,456 $ 24,782,128
Accounts receivable, net  372,971  1,373,754
Prepaid expenses and other current assets  625,643  107,651

Total Current Assets  29,745,070  26,263,533
Intangible assets, net  2,440,316  1,071,850
Property and equipment, net  34,035  17,166
Deferred offering costs  37,510  10,000

Total Assets $ 32,256,931 $ 27,362,549
      

Liabilities and Stockholders' Equity       
Current Liabilities:       

Accounts payable - suppliers $ 451,709 $ 336,028
Accounts payable - trade  817,389  1,106,604
Accrued expenses and other current liabilities  921,990  1,032,282
Notes payable  260,322  218,461

Total Current Liabilities  2,451,410  2,693,375
Notes payable, non-current portion  77,422  187,629

Total Liabilities  2,528,832  2,881,004
      

Commitments and contingencies (Note 6)       
Stockholders' Equity:       

Preferred stock, $0.00001 par value; 5,000,000 shares authorized; No shares issued and outstanding as of
September 30, 2021 and December 31, 2020  —  —
Common stock, $0.00001 par value; 95,000,000 shares authorized; 14,252,886 and 11,756,109 shares issued
and outstanding as of September 30, 2021 and December 31, 2020, respectively  143  118
Additional paid-in capital  51,827,263  40,770,504
Accumulated deficit  (22,099,307)  (16,289,077)

Total Stockholders' Equity  29,728,099  24,481,545
Total Liabilities and Stockholders' Equity $ 32,256,931 $ 27,362,549

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Kubient, Inc.

Condensed Consolidated Statements of Operations

(unaudited)

    For the Three Months Ended     For the Nine Months Ended
September 30, September 30, 

    2021     2020     2021     2020

Net Revenues $ 676,986 $ 280,401 $ 1,882,311 $ 1,753,851

Operating Expenses:     
Sales and marketing 715,820 145,755 1,977,150 404,712
Technology  776,573  545,639  1,916,020  1,521,329
General and administrative  1,514,913  1,022,106  3,878,765  2,141,023

Total Operating Expenses  3,007,306  1,713,500  7,771,935  4,067,064
Loss From Operations  (2,330,320)  (1,433,099)  (5,889,624)  (2,313,213)

Other (Expense) Income:             
Interest expense  (2,098)  (392,714)  (5,308)  (1,122,113)
Interest expense - related parties  —  (200,821)  —  (403,372)
Amortization of beneficial conversion feature  —  (1,984,322)  —  (1,984,322)
Gain on settlement of notes and other payables — 139,333 — 139,333
Interest income 21,805 3,395 84,469 3,499
Gain on forgiveness of accounts payable - supplier — — — 236,248
Loss on extinguishment of convertible note payable — (297,272) — (297,272)
Other income  —  1,000  233  13,294

Total Other Income (Expense)  19,707  (2,731,401)  79,394 (3,414,705)
Net Loss (2,310,613) (4,164,500) (5,810,230) (5,727,918)

Deemed dividend related to warrant down round adjustment — (1,682,000) — (1,682,000)
Net Loss Attributable to Common Shareholders $ (2,310,613) $ (5,846,500) $ (5,810,230) $ (7,409,918)
Net Loss Per Share - Basic and Diluted $ (0.16) $ (1.03) $ (0.43) $ (1.72)
Weighted Average Common Shares Outstanding - Basic and Diluted  14,252,886  5,676,561  13,627,435  4,300,905

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Kubient, Inc.

Condensed Consolidated Statements of Changes in Stockholders' Equity (Deficiency)

(unaudited)

    For the Nine Months Ended September 30, 2021
Additional

Common Stock Paid-In Accumulated
    Shares     Amount     Capital     Deficit     Total

Balance - January 1, 2021  11,756,109 $ 118 $ 40,770,504 $ (16,289,077) $ 24,481,545
Shares issued upon exercise of warrants, net of issuance costs [1] 2,047,361 20 9,274,891 — 9,274,911
Stock-based compensation:                

Common stock 70,040 1 513,102 — 513,103
Options  —  —  2,576  —  2,576

Net loss  —  —  —  (1,796,612)  (1,796,612)
Balance - March 31, 2021  13,873,510 139 50,561,073 (18,085,689) 32,475,523
Shares issued upon exercise of warrants, net of issuance costs [2]  108,961  1  428,718  —  428,719
Common stock issued upon exercise of options 2,815 — 8,361 — 8,361
Shares issued as partial consideration for intangible asset 100,000 1 531,999 — 532,000
Stock-based compensation:                

Common stock  167,600  2  27,568  —  27,570
Options  —  —  2,509  —  2,509

Net loss  —  —  —  (1,703,005)  (1,703,005)
Balance - June 30, 2021  14,252,886 143 51,560,228 (19,788,694) 31,771,677
Stock-based compensation:                

Common stock  —  —  264,502  —  264,502
Options  —  —  2,533  —  2,533

Net loss  —  —  —  (2,310,613)  (2,310,613)
Balance - September 30, 2021  14,252,886 $ 143 $ 51,827,263 $ (22,099,307) $ 29,728,099



Table of Contents

4

    For the Nine Months Ended September 30, 2020
Additional

Common Stock Paid-In Accumulated
    Shares     Amount     Capital     Deficit     Total

Balance - January 1, 2020  3,601,521 $ 36 $ 3,362,724 $ (8,403,417) $ (5,040,657)
Stock-based compensation:                

Options  —  —  5,394  —  5,394
Net loss  —  —  —  (58,098)  (58,098)
Balance - March 31, 2020  3,601,521 36 3,368,118 (8,461,515) (5,093,361)
Stock-based compensation:                

Common stock 1,112 — 3,000 — 3,000
Options  —  —  5,423  —  5,423

Forgiveness of accrued expenses by related party — — 33,738 — 33,738
Net loss  —  —  —  (1,505,320)  (1,505,320)
Balance - June 30, 2020  3,602,633 36 3,410,279 (9,966,835) (6,556,520)
Issuance of common stock and warrants in initial public offering, net of
issuance costs [3]  2,500,000  25  10,605,720  —  10,605,745
Conversion of notes payable and accrued interest into common stock and
warrants 1,461,090 15 7,304,815 — 7,304,830
Conversion of notes payable and accrued interest into common stock 94,223 1 388,143 — 388,144
Stock-based compensation:              

Options — — 5,176 — 5,176
Common stock 3,334 — 9,000 — 9,000

Effect of reverse stock-split  20  —  —  —  —
Net loss  —  —  —  (4,164,500)  (4,164,500)
Balance - September 30, 2020  7,661,300 $ 77 $ 21,723,133 $ (14,131,335) $ 7,591,875

[1] Includes gross proceeds of $9,708,038, less issuance costs of $433,127.
[2] Includes gross proceeds of $460,989, less issuance costs of $32,270.
[3] Includes gross proceeds of $12,503,750, less issuance costs of $1,898,005.

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Kubient, Inc.
Condensed Consolidated Statements of Cash Flows

(unaudited)

    For the Nine Months Ended
September 30, 

    2021     2020

Cash Flows From Operating Activities:       
Net loss $ (5,810,230) $ (5,727,918)
Adjustments to reconcile net loss to net cash used in operating activities:       

Depreciation and amortization  304,068  227,355
Bad debt expense  —  3,734
Gain on forgiveness of accounts payable - supplier  —  (236,248)
Stock-based compensation:       

Stock options  7,618  15,993
Common stock  516,381  62,484

Amortization of debt discount and debt issuance costs  —  915,994
Amortization of debt discount and debt issuance costs - related parties  —  357,201
Amortization of beneficial conversion feature — 1,984,322
Loss on extinguishment of convertible note payable — 297,272
Gain on settlement of notes and other payables — (139,333)

Changes in operating assets and liabilities:     
Accounts receivable  1,000,783  (762,452)
Prepaid expenses and other current assets  (155,367)  (89,013)
Accounts payable - suppliers  115,681  (193,334)
Accounts payable - trade  (289,215)  68,002
Accrued expenses and other current liabilities (274,667) 492,372
Accrued interest  7,025  195,596
Accrued interest - related parties  —  53,026

Net Cash Used In Operating Activities  (4,577,923)  (2,474,947)
      

Cash Flows From Investing Activities:       
Purchase of intangible assets  (1,133,072)  (855,019)
Purchase of property and equipment  (24,331)  (5,287)

Net Cash Used In Investing Activities  (1,157,403)  (860,306)

Cash Flows From Financing Activities:       
Proceeds from exercise of warrants [1] 9,787,149 —
Repayment of PPP loan (68,346) —
Proceeds from exercise of options 8,361 —
Payment of deferred offering costs (27,510) —
Proceeds from sale of common stock and warrants in initial public offering, net [2] — 11,503,488
Payment of initial public offering issuance costs  —  (841,376)
Proceeds from issuance of notes payable  —  656,190
Repayment of notes payable — (95,000)
Proceeds from issuance of notes payable - related parties  —  585,000
Repayment of note payable - related party  —  (150,000)

Net Cash Provided By Financing Activities  9,699,654  11,658,302
Net Increase In Cash  3,964,328  8,323,049

Cash - Beginning of the Period  24,782,128  33,785
Cash - End of the Period $ 28,746,456 $ 8,356,834

[1] Includes gross proceeds of $10,169,027, less issuance costs of $381,878.
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[2] Includes gross proceeds of $12,503,750, less underwriting discounts and commissions of $1,000,262.

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Kubient, Inc.

Condensed Consolidated Statements of Cash Flows (Continued)

(unaudited)

For the Nine Months Ended
September 30, 

2021     2020

Supplemental Disclosures of Cash Flow Information:
Cash paid during the periods for:       

Interest $ 4,588 $ 574
Income taxes $ — $ —

      
Non-cash investing and financing activities:       

Accrual of warrant exercise issuance costs $ 83,519 $ —
Shares issued as partial consideration for intangible asset $ 532,000 $ —
Shares of common stock issued in satisfaction of accrued issuable equity $ 507,044 $ —
Financing of insurance premiums $ 362,625 $ —
Conversion of notes payable and accrued interest into common stock $ — $ 16
Original issue discount in connection with convertible notes payable $ — $ 285,000
Original issue discount in connection with convertible notes payable - related party $ — $ 75,500
Accrual of intangible assets $ — $ 644,981
Reduction of additional paid-in capital for initial public offering issuance costs that were previously paid $ — $ (56,367)
Reversal of previously accrued deferred offering costs $ — $ (218,829)
Forgiveness of related party liability $ — $ 33,738

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NOTE 1 – BUSINESS ORGANIZATION, NATURE OF OPERATIONS, RISKS AND UNCERTAINTIES AND BASIS OF PRESENTATION

Organization and Operations

Kubient, Inc. (“Kubient”, “we”, “our” or the “Company”), a Delaware corporation, was incorporated in May 2017 to solve some of the most significant
problems facing the global digital advertising industry.

The Company’s experienced team of marketing and technology veterans has developed the Audience Cloud, a modular, highly scalable, transparent, cloud-
based software platform for real-time trading of digital, Programmatic Advertising. The Company’s platform’s open marketplace gives both advertisers (ad
space buyers) and Publishers (ad space sellers) the ability to use machine learning in the most critical parts of any Programmatic Advertising inventory
auction, while simultaneously and significantly reducing those advertisers and Publishers’ exposure to fraud, specifically in the Pre-bid environment.

By becoming a one stop shop for advertisers and publishers, providing them with the technology to deliver meaningful messages to their target audience,
all in one place, on a single platform that is computationally efficient, transparent, and as safely fraud-free as possible, the Company believes that its
platform (and the application of its machine learning algorithms) leads to increased publisher revenue, lower advertiser cost, reduced latency and increased
economic transparency during the advertising auction process.

Furthermore, the Company believes that its technology allows advertisers to reach entire audiences rather than buying single impressions from disparate
sources. The Company calls this approach Audience-Based Marketing. Combining this approach with its proprietary solutions for fraud prevention and the
reduction of latency in auctions, the Company is confident that it is poised to alter the status quo as the next generation of the industry’s advertising
inventory auction infrastructure.

Risks and Uncertainties

In March 2020, the World Health Organization declared COVID-19, a novel strain of coronavirus, a pandemic. During 2020 and continuing into 2021, the
global economy has been, and continues to be, affected by COVID-19. While we continue to see signs of economic recovery as certain governments began
to gradually ease restrictions, provide economic stimulus and vaccine distribution accelerated, the rate of recovery on a global basis has been affected by
resurgence of the virus or its variants in certain jurisdictions causing reinstatement of restrictions in certain jurisdictions. Starting in 2020 and continuing
into 2021, the Company has taken proactive measures to protect the health and safety of our employees and customers by closing our offices, requiring
employees to work from home and suspending travel, in-person meetings and visits with our customers. We continue to monitor the effectiveness of these
measures in light of the daily evolution of the COVID-19 including the spread of the Delta variant, in order to ensure the health and safety of our
employees remains our top priority.  During the third quarter of 2021, with the easing of many COVID-19 restrictions, we opened our corporate office on a
flexible basis. We developed a health-safety plan, designed to adhere to the applicable guidelines of the CDC, state and local officials to protect the safety
of our workers. While we continue to monitor the impact of the Delta variant, our employees may continue to work from home for the duration of 2021
and beyond.
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We experienced improvement in our financial results and noticed an increase in customers’ advertising budgets beyond pre-pandemic levels in the latter
half of the fiscal year 2020 and through the first three quarters of 2021. The Company observed a corresponding increase in its advertising impression
Volumes during the same periods, with such advertising impression Volumes exceeding pre-pandemic levels. However, there can be no assurances that the
Company’s advertising impression Volumes and profit margins will stay above pre-pandemic levels for the remainder of fiscal 2021 and beyond if there is
a new resurgence of the virus or its variants in certain jurisdictions. More specifically, the impact of the Delta variant cannot be predicted at this time, and
could depend on numerous factors, including vaccination rates among the population, the effectiveness of COVID-19 vaccines against the Delta variant
and the response by governmental bodies and regulators. We continue to closely monitor the evolving effects of the COVID-19 pandemic on our business
and to implement plans to take appropriate actions to adapt to changing circumstances arising from the pandemic. While advertising impression Volumes
increased beyond pre-pandemic levels, the COVID-19 pandemic has, and we expect will continue to have, an adverse effect on our revenues and earnings
in 2021, we do expect a recovery throughout the year. We expect to continue to make significant capital investments in the business. However, we continue
to monitor the effects of COVID-19 and will adjust our future level of capital investments accordingly.

Furthermore, the COVID-19 pandemic could have a long-term impact on the Company’s customers through the end of 2021 and well into 2022, which
would reduce their demand for Company services and products. The extent to which COVID-19 or any other health epidemic may impact the Company’s
results beyond 2021 will depend on future developments that could be outside the Company’s control, and which are highly uncertain and cannot be
predicted, including new information that may emerge concerning the severity of the overall economic impact of the COVID-19 pandemic. Accordingly,
COVID-19 could continue to have a material adverse effect on the Company’s business, results of operations, financial condition and prospects during
2021 and beyond. The Company’s financial statements do not include any adjustments that might result from the outcome of this uncertainty.

Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted
in the United States of America (“U.S. GAAP”) for interim financial information. Accordingly, they do not include all of the information and footnotes
required by U.S. GAAP for complete financial statements. In the opinion of management, such statements include all adjustments (consisting only of
normal recurring items) which are considered necessary for a fair presentation of the unaudited condensed consolidated financial statements of the
Company as of September 30, 2021 and for the three and nine months ended September 30, 2021 and 2020. The results of operations for the three and nine
months ended September 30, 2021 are not necessarily indicative of the operating results for the full year ending December 31, 2021 or any other period.
These unaudited condensed consolidated financial statements should be read in conjunction with the audited consolidated financial statements and related
disclosures as of December 31, 2020 and 2019 and for the years then ended which are included the Annual Report filed on Form 10-K on March 30, 2021.

NOTE 2 – SIGNIFICANT ACCOUNTING POLICIES

There have been no material changes to the significant accounting policies included in the audited consolidated financial statements as of December 31,
2020 and 2019 and for the years then ended, which were included the Annual Report filed on Form 10-K on March 30, 2021, except as disclosed in this
note.
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Revenue Recognition

The Company recognizes revenue under ASC 606, “Revenue from Contracts with Customers” (“ASC 606”). The Company determines revenue
recognition through the following steps:

● Identification of a contract with a customer;

● Identification of the performance obligations in the contract;

● Determination of the transaction price;

● Allocation of the transaction price to the performance obligations in the contract; and

● Recognition of revenue when or as the performance obligations are satisfied.

The Company maintains a contract with each customer and supplier, which specify the terms of the relationship and potential access to the Company’s
platform. The Company provides a service to its customers (the buy-side ad networks who work for advertisers) by connecting advertisers and publishers.
For this service, the Company earns a percentage of the amount that is paid by the advertiser, who wants to run a digital advertising campaign, which, in
some cases, is reduced by the amount paid to the publisher, who wants to sell its ad space to the advertiser.

The transaction price is determined based on the consideration to which it expects to be entitled, including the impact of any implicit price concessions
over the course of the contract. The Company’s performance obligation is to facilitate the publication of advertisements. The performance obligation is
satisfied at the point in time that the ad is placed. Subsequent to a bid being won, the associated fees are generally not subject to refund or adjustment.
Historically, any refunds and adjustments have not been material. The revenue recognized is the amount the Company is responsible to collect from the
customer related to the placement of an ad (the “Gross Billing”), less the amount the Company remits to the supplier for the ad space (the “Supplier Cost”),
if any. The determination of whether the Company is the principal or agent, and hence whether to report revenue on a gross basis equal to the Gross Billing
or on a net basis for the difference between the Gross Billing and Supplier Cost, requires judgment. The Company acts as an agent in arranging via its
platform for the specified good (the ad space) to be purchased by the advertiser, as it does not control the goods or services being transferred to the end
customer, it does not take responsibility for the quality or acceptability of the ad space, it does not bear inventory risk, nor does it have discretion in
establishing price of the ad space. As a result, the Company recognizes revenue on a net basis for the difference between the Gross Billing and the Supplier
Cost. During the three and nine months ended September 30, 2021 and 2020, no revenue was recognized from performance obligations satisfied (or
partially satisfied) in previous periods.

The Company invoices customers on a monthly basis for the amount of Gross Billing in the relevant period. Invoice payment terms, negotiated on a
customer-by- customer basis, are typically between 45 to 90 days. However, for certain agency customers with sequential liability terms as specified by the
Interactive Advertising Bureau, (i) payments are not due to the Company until such agency customers has received payment from its customers, (ii) the
Company is not required to make a payment to its supplier until payment is received from the Company’s customer and (iii) the supplier is responsible to
pursue collection directly with the advertiser. As a result, once the Company has met the requirements of each of the five steps under ASC 606, the
Company’s accounts receivable are recorded at the amount of Gross Billing which represent amounts it is responsible to collect and accounts payable, if
applicable, are recorded at the amount payable to suppliers. In the event step 1 under ASC 606 is not met, the Company does not record either the accounts
receivable or accounts payable. Accordingly, both accounts receivable and accounts payable appear large in relation to revenue reported on a net basis.
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As of September 30, 2021 and December 31, 2020, the Company did not have any contract assets from contracts with customers. As of September 30,
2021 and December 31, 2020, the Company had $25,533 and $15,000, respectively, of contract liabilities where performance obligations have not yet been
satisfied. The Company expects to satisfy its remaining performance obligations and recognize the revenue within the next twelve months. During the three
and nine months ended September 30, 2021 and 2020, there was no revenue was recognized from performance obligations satisfied (or partially satisfied)
in previous periods.

Intangible Assets

Intangible assets are comprised of costs to acquire a customer list as well as costs to acquire and develop computer software, including (i) the costs to
acquire third-party data which is used to improve the Company’s artificial intelligence platform for client use as well as (ii) the costs to acquire third-party
software as well as the related source code. The intangible assets have estimated useful lives of two years for the computer software, five years for the
capitalized data and seven years for the customer list. Once placed into service, the Company amortizes the cost of the intangible assets over their
estimated useful lives on a straight-line basis.

Net Loss Per Common Share

Basic net loss per common share is computed by dividing net loss by the weighted average number of common shares outstanding during the period.
Diluted net loss per common share is computed by dividing net loss by the weighted average number of common and dilutive common-equivalent shares
outstanding during each period. Dilutive common-equivalent shares consist of shares of options and warrants, if not anti-dilutive. The following shares
were excluded from the calculation of weighted average dilutive common shares because their inclusion would have been anti-dilutive:

    For the Nine Months Ended
September 30, 

    2021     2020
Stock options  94,447  96,721
Warrants  5,122,074 [1] 7,229,272

 5,216,521  7,325,993

[1]   Includes shares underlying warrants that are exercisable into an aggregate of (i) 368,711 shares of common stock, and (ii) five-year warrants to
purchase 368,711 shares of common stock at an exercise price of $5.50 per share.

Reclassifications

Certain prior period income statement amounts have been reclassified to conform to the Company’s fiscal 2021 presentation. These reclassifications have
no impact on the Company’s previously reported net loss.

Recent Accounting Pronouncements

In May, 2021, the Financial Accounting Standards Board (the "FASB") issued Accounting Standards Update (“ASU”) 2021-04, Earnings Per Share (Topic
260), Debt—Modifications and Extinguishments (Subtopic 470-50), Compensation—Stock Compensation (Topic 718), and Derivatives and Hedging—
Contracts in Entity’s Own Equity (Subtopic 815-40): Issuer’s Accounting for Certain Modifications or Exchanges of Freestanding Equity-Classified
Written Call Options. This new standard provides clarification and reduces diversity in an issuer’s accounting for modifications or exchanges of
freestanding equity-classified written call options (such as warrants) that remain equity classified after modification or exchange. This standard is effective
for fiscal years beginning after December 15, 2021, including interim periods within those fiscal years. Issuers should apply the new standard prospectively
to modifications or exchanges occurring after the effective date of the new standard. Early adoption is permitted, including adoption in an interim period. If
an issuer elects to early adopt the new standard in an interim period, the guidance should be applied as of the beginning of the fiscal year that includes that
interim period. The Company is evaluating the impact of this new standard on its financial statements and disclosures.
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In October 2021, the FASB issued ASU 2021-08, Business Combinations (Topic 805). The ASU improves the accounting for acquired revenue contracts
with customers in a business combination by addressing diversity in practice and inconsistency related to recognition of an acquired contract liability and
payment terms and their effect on subsequent revenue recognized by the acquirer. The update is effective for annual and interim periods within the fiscal
year beginning after December 15, 2023, and early adoption is permitted, including adoption in an interim period. The Company is evaluating this new
standard and its impact on its condensed consolidated financial statements and related disclosures.

NOTE 3 – PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets consisted of the following:

    September 30,     December 31,
2021 2020

Prepaid insurance $ 441,394 $ —
Prepaid expenses  115,433  100,363
Security deposit  39,075    
Deferred publisher costs  22,453  —
Other  7,288  7,288
Total prepaid expenses and other current assets $ 625,643 $ 107,651

NOTE 4 – INTANGIBLE ASSETS

On June 15, 2021, pursuant to an asset purchase agreement dated June 4, 2021, the Company closed on the acquisition of a customer list (the “Customer
List”) and other assets of Advisio Solutions, LLC (“Advisio”) for consideration consisting of: (i) $1,050,000 paid in cash and (ii) the issuance of an
aggregate of 100,000 shares of the Company’s common stock with an aggregate issuance date fair value of $532,000. Under the screen test requirements
under ASC 805, the Company concluded that the Customer List represented substantially all of the fair value of the gross assets acquired and, accordingly,
determined the set was not considered a business, such that the Company applied asset acquisition accounting and recorded the acquisition of the Customer
List as an intangible asset in the amount of $1,582,000 that will be amortized on a straight-line basis over its useful life of seven years.

Intangible assets consisted of the following:

    September 30,     December 31,
2021 2020

Acquired data $ 1,300,336 $ 1,300,336
Acquired software  183,072  100,000
Acquired customer list  1,582,000  —

 3,065,408  1,400,336
Less: accumulated amortization  (625,092)  (328,486)
Intangible assets, net $ 2,440,316 $ 1,071,850
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NOTE 5 – ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses and other current liabilities consisted of the following:

    September 30,     December 31, 
2021 2020

Accrued bonuses $ 147,667 $ 541,834
Financed director and officer insurance premiums 362,625 —
Accrued payroll taxes  —  5,947
Accrued supplier expenses  91,825  50,972
Accrued technology expenses 17,700 —
Accrued legal and professional fees  47,500  80,653
Accrued commissions  22,235  2,768
Credit card payable  61,553  901
Accrued programming expenses  1,863  16,750
Accrued issuable equity  4,933  293,724
Deferred revenue  25,533  15,000
Accrued interest 11,000 3,975
Accrued deferred offering costs 83,519 —
Other  44,037  19,758
Total accrued expenses and other current liabilities $ 921,990 $ 1,032,282

NOTE 6 – STOCKHOLDERS’ EQUITY

Stock-Based Compensation

During the three months ended September 30, 2021 and 2020, the Company recognized aggregate stock-based compensation expense of $263,247 and
$(5,465), respectively, related to common stock and options. During the nine months ended September 30, 2021 and 2020, the Company recognized
aggregate stock-based compensation expense of $523,999 and $78,477, respectively, related to stock options and common stock. As of September 30,
2021, there was approximately $1,400,000 of unrecognized stock-based compensation expense related to awards probable to vest which will be recognized
over approximately 2.9 years.

Common Stock

See Note 4 – Intangible Assets for details regarding the issuance of common stock as partial consideration for the acquisition of intangible assets.

See Note 7 – Commitments and Contingencies – Employment Agreements for details regarding the grant of a bonus that is payable in common stock of the
Company.

During the three months ended March 31, 2021, the Company issued an aggregate of 70,040 shares of immediately vested common stock (30,040 shares
were issued under the Company’s 2017 Plan) to an employee, four members of its board of directors and a consultant for services provided. The common
stock had an aggregate issuance date fair value of $560,520 which was recognized immediately.

During the three months ended June 30, 2021, the Company issued an aggregate of 167,600 restricted shares of its common stock under the Company’s
2017 Plan to six employees. The restricted stock had an aggregate issuance date fair value of $963,701, of which, awards with an aggregate fair value of
$957,313 vest over a period of one year and an award with an aggregate fair value of $6,388 vests immediately. The fair value of the awards is being
recognized over the vesting term.
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Stock Options

During the three months ended September 30, 2021, the holder of an option under the 2017 Plan to purchase 2,815 shares of the Company’s common stock
at an exercise price of $2.97 per share exercised such option resulting in cash proceeds of $8,361 to the Company.

Stock Warrants

During the three months ended March 31, 2021, warrants to purchase an aggregate of 2,169,021 shares of the Company’s common stock were exercised at
prices between $4.20 and $6.25 per share, resulting in net cash proceeds to the Company of $9,274,911 (net of issuance costs of $433,127) and the
issuance of an aggregate of 2,047,361 shares of the Company's common stock and five-year warrants to purchase 773,000 shares of common stock at an
exercise price of $5.50 per share.

During the three months ended June 30, 2021, warrants to purchase an aggregate of 112,647 shares of the Company’s common stock were exercised at
prices between $4.20 and $6.25 per share, resulting in net cash proceeds to the Company of $428,719 (net of issuance costs of $32,270) and the issuance of
an aggregate of 108,961 shares of the Company's common stock and five-year warrants to purchase 94,286 shares of common stock at an exercise price of
$5.50 per share.

A summary of the warrant activity during the nine months ended September 30, 2021 is presented below:

                    Weighted         
Weighted Average
Average Remaining

Number of Exercise Life Intrinsic
Warrants Price In Years Value

Outstanding, January 1, 2021  6,167,745 $ 5.26       
Issued  867,286  5.50       
Exercised  (2,281,668)  5.04       
Expired  —  —       
Outstanding, September 30, 2021 [1]  4,753,363 $ 5.42  3.8 $ —

        
Exercisable, September 30, 2021  4,753,363 $ 5.35  3.8 $ —

[1]   Excludes five-year warrants to purchase 368,711 shares of common stock at an exercise price of $5.50 per share that are issuable upon exercise of
certain warrants.

The following table presents information related to stock warrants as of September 30, 2021:

Warrants Outstanding Warrants Exercisable
Weighted

Outstanding Average Exercisable
Exercise Number of Remaining Life Number of

Price     Warrants     In Years     Warrants

$ 4.20  368,711  3.0  368,711
$ 4.95  177,223  1.5  177,223
$ 5.50  3,998,459  4.0  3,998,459
$ 6.25 32,500 3.9 32,500
$ 6.38 176,470 4.2 176,470

 4,753,363  3.8  4,753,363
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NOTE 7 – COMMITMENTS AND CONTINGENCIES

From time to time, the Company is a defendant or plaintiff in various legal actions that arise in the normal course of business. Liabilities for loss
contingencies arising from claims, assessments, litigation, fines and penalties and other sources are recorded when it is probable that a liability has been
incurred and the amount of the assessment can be reasonably estimated.

Outstanding Litigation

In March 2019, the Company entered into a binding letter of intent (“LOI”) to acquire substantially all of the assets of Aureus Holdings, LLC d/b/a Lo70s
(“Lo70s”). In connection with the LOI, the Company paid a good faith deposit to Lo70s of $200,000. Subsequently, during the diligence phase of the LOI
it became apparent that Lo70s’ projections were grossly inaccurate and misstated. Diligence inquiries made to Lo70s on this subject continuously went
ignored. As a result, the Company allowed the LOI to expire under its own terms. In connection with this expiration, the Company was served with a
complaint by Lo70s (Aureus Holdings, LLC d/b/a Lo70s v. Kubient, Inc., et al., Superior Court of Delaware, Case No. N20C-07-061), which named the
Company and three individuals, Peter A. Bordes, Jr., Paul Roberts and Philip Anderson (a former consultant to the Company) as defendants.  The
complaint alleges breach of contract on the expired LOI and other claims and seeks damages, without providing information or support as to how the
alleged damages are calculated.  The Company believes that Lo70s’ claim has no merit, and disputes Lo70s’ allegations therein.  The Company has
retained legal counsel in Delaware in order to defend the action vigorously. On August 31, 2020, the Company filed its answer to Lo70s’ complaint on the
contract claims, and moved to dismiss the unjust enrichment and tortious interference claims alleged by Lo70s for failure to state a claim. The individual
defendants named in the claim moved to dismiss all of Lo70’s claims based on lack of personal jurisdiction and failure to state a claim. On August 31,
2020, the Company also filed a counterclaim denying all allegations made by Lo70s and pursuing the Company’s claims against Lo70s and its affiliates,
including claims for fraudulent inducement and breach of contract. On November 6, 2020, Lo70s amended its Complaint and moved to dismiss the
Company’s counterclaims. The amended Complaint removes Messrs. Bordes, Roberts, and Anderson as parties, but otherwise asserts the same causes of
action as the original Complaint. On December 9, 2020, the Company moved to dismiss portions of Lo70s’ amended Complaint and filed amended
counterclaims against Lo70s that Lo70s has moved to dismiss.  The Court heard argument on the motions to dismiss on April 28, 2021 and Kubient’s
motion was denied on August 6, 2021. On August 31, 2021, the Court dismissed Kubient's fraud claims against Lo70s, but allowed Kubient's breach of
contract claim to proceed. The case is currently proceeding with discovery. The Company continues to dispute Lo70s allegations and intends to vigorously
defend itself and prosecute its counterclaims.  During the year ended December 31, 2019, the Company recorded an allowance of $200,000 related to the
dispute. As of September 30, 2021 and December 31, 2020, the Company had accrued for all probable and estimable amounts in its condensed
consolidated financial statements.

Settlements

On October 6, 2017, the Company entered into a Master Service Agreement for Buyers and Sellers, and an “Engage Buyer Addendum”, with Engage
BDR, LLC whereby the Company could gain access to the Engage BDR, LLC proprietary trading technology platform in order to both offer and purchase
inventory for the placement of ads. On August 31, 2018, Engage BDR, LLC filed suit against the Company (Engage BDR, LLC v. Kubient, Inc., Los
Angeles County Superior Court Case No. SC129764) setting forth claims of breach of contract, unjust enrichment, quantum meruit, accounts stated, and
breach of implied covenant of good faith and fair dealing. On November 14, 2018, Engage BDR, LLC obtained a summary default judgment against the
Company for $35,936. On February 17, 2021, the Company and Engage BDR, LLC entered into a settlement agreement in the amount of $33,461 and the
Company paid such amount on February 19, 2021, which had been accrued for as of December 31, 2020.
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Obligations Arising from Employment Agreements

On April 9, 2021, the Company entered into an at-will employment agreement with its new Chief Product Officer, Mr. Leon Zemel, that provides for an
annual base salary of $390,000, plus annual performance bonuses with a target achievement of up to 20% of Mr. Zemel’s base salary. Subject to the
approval of the board or its compensation committee, the Company agreed to take appropriate action within ninety (90) days following April 9, 2021 to
make an award of 100,000 shares of common stock to Mr. Zemel, which will vest at the rate of 1/4th of the total number of shares on the first anniversary
of the Effective Date and 1/36th of the total number of remaining unvested shares each month thereafter. As of September 30, 2021, the award had not
been granted. Upon termination of Mr. Zemel’s employment for any reason, Mr. Zemel is entitled to (i) any portion of his base salary earned through the
date of his termination date, (ii) any expenses owed to him, (iii) subject to Company policy and the law, any accrued, but unused vacation pay owed to him,
pursuant to Company policy, if any, to the extent not inconsistent with applicable laws, and (iv) any amount arising from Mr. Zemel’s participation in, or
benefits under, the Company’s employee benefit plans. In the event Mr. Zemel is terminated without cause or that Mr. Zemel resigns for Good Reason (as
defined in his employment agreement), Mr. Zemel is entitled to receive: to six month’s salary paid in one lump sum, six months continued healthcare
coverage, any pro-rated bonus amounts outstanding at the time of termination, and immediate vesting of any equity awards that would have become vested
and exercisable during the three months after his termination. Mr. Zemel’s employment agreement contains an accelerated vesting provision which
provides that 25% of his share award under the agreement shall vest if he is terminated before the one year anniversary date of the agreement for good
cause, or if he chooses to terminate his employment with the Company for Good Reason (as defined in the agreement), then 100% of his share award under
the agreement shall vest immediately. All outstanding awards due to Mr. Zemel automatically vest upon a change in control of the Company.

On June 4, 2021 (the “Effective Date”), the Company entered into two-year employment agreements with its two new Vice Presidents of Performance
Media. The agreements provide for a bonus paid to each Vice President of Performance Media of (i) the issuance of up to 67,738 shares of the Company’s
common stock (the “First Year Bonus”) on the 12-month anniversary of the Effective Date if as of such date the net revenue, as defined within the
agreement, generated from the Customer List through the respective Vice President of Performance Media’s performance marketing is between $175,000
and an amount in excess of $350,000, which First Year Bonus shall vest in two equal equity installments, the first of which occurring on the second
anniversary of the issuance thereof and the second of which occurring on the fourth anniversary of the issuance thereof (the “Year 1 Equity Grant”), and
(ii) the issuance of up to 67,738 shares of the Company’s common stock (the “Second Year Bonus”) on the 24-month anniversary of the Effective Date if
as of such date the net revenue, as defined within the agreement, generated from the Customer List through the respective Vice President of Performance
Media’s performance marketing is between $262,000 and an amount in excess of $525,000, which Second Year Bonus shall vest in two equal equity
installments, the first of which occurring on the second anniversary of the issuance thereof and the second of which occurring on the fourth anniversary of
the issuance thereof (the “Year 2 Equity Grant”).  If either Vice President of Performance Media ends the Term of Employment for good reason, as defined
within the agreement, or the Company terminates either Vice President of Performance Media without cause, such Vice President of Performance Media
shall (i) receive $150,000 prorated for two months following such termination and for an additional year for every year the Vice President of Performance
Media was employed by Company, and (ii) payment of any earned, but unpaid, performance-based performances due as of the date of such termination
(“Severance”). The Company determined that the First Year Bonus and Second Year Bonus to each Vice President of Performance Media represents an
accounting grant with a performance-based vesting condition pursuant to Accounting Standards Codification 718. The aggregate grant date fair value of
the awards of $1,400,822 will be recognized over the respective vesting term for awards that are deemed to be probable to vest.
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NOTE 8 – CONCENTRATIONS

Customer Concentrations

The following table sets forth information as to each customer that accounted for 10% or more of the Company’s net revenues for the following periods:

    For the Three Months Ended     For the Nine Months Ended  
September 30, September 30,  

Customer     2021     2020     2021     2020  
Customer A  81.82 %  94.13 % 94.20 % 23.43 %
Customer B N/A N/A N/A 43.86 %
Customer C 32.82 %  N/A 12.66 % 30.28 %
Customer D N/A 21.40 %  N/A N/A

Total  114.64 %  115.53 %  106.86 %  97.57 %

From time to time, certain customers generate negative net revenues that resulted from Supplier Costs that exceeded the Gross Billing. As a result, the
Company’s concentrations on net revenues may result in total percentages that exceed 100%.

The following table sets forth information as to each customer that accounted for 10% or more of the Company’s gross accounts receivable as of:

    September 30,     December 31,  
Customer 2021 2020  

Customer A  46.72 %  89.02 %  
Customer B 14.19 %  *

Total  60.91 %  89.02 %

* Less than 10%.

A reduction in sales from or loss of these customers would have a material adverse effect on the Company’s results of operations and financial condition.
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Supplier Concentrations

The following table sets forth information as to each supplier that accounted for 10% or more of the Company’s Supplier Costs for the following periods:

    For the Three Months Ended     For the Nine Months Ended  
September 30, September 30,  

Supplier     2021     2020     2021     2020  
Supplier A  N/A 18.22 %  N/A 33.09 %
Supplier B  N/A 15.67 %  * 16.12 %
Supplier C  N/A  N/A *  12.81 %
Supplier D  N/A 15.74 % N/A *
Supplier E 13.85 % N/A * N/A
Supplier F 24.18 % N/A 16.60 %  N/A
Supplier G 10.97 % N/A * N/A
Supplier H 10.43 % N/A * N/A
Total  59.43 %  49.63 %  16.60 %  62.02 %

* Less than 10%.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended,
and Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements generally relate to future events or our future financial
or operating performance and may include statements concerning, among other things, our business strategy (including anticipated trends and
developments in, and management plans for, our business and the markets in which we operate), financial results, the impact of COVID-19 on our
business, operations, and the markets and communities in which we, our clients, and partners operate, results of operations, revenues, operating expenses,
and capital expenditures, sales and marketing initiatives and competition. In some cases, you can identify forward-looking statements because they contain
words such as “may,” “might,” “will,” “should,” “expects,” “plans,” “anticipates,” “could,” “intends,” “target,” “projects,” “contemplates,”
“believes,” “estimates,” “predicts,” “suggests,” “potential” or “continue” or the negative of these words or other similar terms or expressions that
concern our expectations, strategy, plans or intentions. These statements are not guarantees of future performance; they reflect our current views with
respect to future events and are based on assumptions and are subject to known and unknown risks, uncertainties and other factors that may cause our
actual results, performance or achievements to be materially different from expectations or results projected or implied by forward-looking statements.

We discuss many of these risks in other filings we make from time to time with the Securities and Exchange Commission (the “SEC”). Also, these forward-
looking statements represent our estimates and assumptions only as of the date of this Quarterly Report on Form 10-Q, which are inherently subject to
change and involve risks and uncertainties. Unless required by federal securities laws, we assume no obligation to update any of these forward-looking
statements, or to update the reasons actual results could differ materially from those anticipated, to reflect circumstances or events that occur after the
statements are made. Given these uncertainties, investors should not place undue reliance on these forward-looking statements.

Investors should read this Quarterly Report on Form 10-Q and the documents that we reference in this report and have filed with the SEC, including our
Annual Report on Form 10-K, filed with the SEC on March 30, 2021, with the understanding that our actual future results may be materially different from
what we expect. We qualify all of our forward-looking statements by these cautionary statements. Unless the context requires otherwise, references to the
“Company,” “Kubient,” “we,” “us” and “our” refer to Kubient, Inc., a Delaware corporation and its wholly-owned subsidiary, Fidelity Media, LLC, a
Delaware limited liability company. For explanations of certain terms used in this prospectus, please read “Glossary” beginning on page A-1.

Overview

Kubient, a Delaware corporation, was incorporated in May 2017 to solve some of the most significant problems facing the global digital advertising
industry.

Our experienced team of marketing and technology veterans has developed the Audience Cloud, a modular, highly scalable, transparent, cloud-based
software platform for real-time trading of digital, programmatic advertising. Our platform’s open marketplace gives both advertisers (ad space buyers) and
publishers (ad space sellers) the ability to use machine learning in the most critical parts of any programmatic advertising inventory auction, while
simultaneously and significantly reducing those advertisers and publishers’ exposure to fraud, even in a pre-bid environment.

By becoming a one stop shop for advertisers and publishers, providing them with the technology to deliver meaningful messages to their target audience,
all in one place, on a single platform that is computationally efficient, transparent, and as safely fraud-free as possible, we believe that our platform (and
the application of its machine learning algorithms) leads to increased publisher revenue, lower advertiser cost, reduced latency and increased economic
transparency during the advertising auction process.

Furthermore, we believe that our technology allows advertisers to reach entire audiences rather than buying single impressions from disparate sources. We
call this approach Audience-Based Marketing. Combining this approach with our proprietary solutions for fraud prevention and the reduction of latency in
auctions, we are confident that we are poised to alter the status quo as the next generation of the industry’s advertising inventory auction infrastructure.
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Recent Developments

New Members of the Board of Directors

On June 30, 2021, the Company held its Annual Meeting of Stockholders, at which, among other things, two new members were elected to the Company’s
board of directors: Jonathan “Jon” Bond and Lawrence “Larry” Harris.

Jon Bond brings over 35 years of experience within the advertising and marketing space and is often considered to be one of the industry’s most recognized
thought leaders and entrepreneurs. He has had significant success holding senior level executive roles and starting companies from the ground up, such as
Kirshenbaum Bond Senecal & Partners, LLC.

Larry Harris currently serves as the Founder and CEO of Alpha Precision Media, Inc., an adtech company that leverages Amazon’s data and technology to
build brand value and turbocharge sales. Additionally, he is also the Managing Partner of Glarris Consulting, LLC, a consulting firm which provides
strategic advisory services to companies, organizations and startups.

The Company’s board of directors has determined that both Mr. Bond and Mr. Harris are each an “independent director” under the listing standards of The
Nasdaq Stock Market, LLC’s standards and are “non-employee directors” for purposes of Rule 16b-3 under Section 16 of the Securities Exchange Act of
1934, as amended. Neither Mr. Bond nor Mr. Harris has any family relationships with any of the executive officers or directors of the Company, neither
Mr. Bond nor Mr. Harris are a party to any transaction with the Company that would require disclosure under Item 404(a) of Regulation S-K, and there are
no arrangements or understandings between each of Mr. Bond or Mr. Harris and any other persons pursuant to which they were elected as a director.  

While the Company does not have a formal policy with respect to compensation payable to its non-employee directors for service as directors, both Mr.
Bond and Mr. Harris will receive cash compensation of $10,500 per quarter prorated for the amount of time they serve on the Board prior to the
determination of the Company’s standard non-employee director compensation package for fiscal year 2021, which will include equity awards for each
year of service.

New Chief Product Officer

On April 9, 2021, Leon Zemel was appointed as the Company’s new Chief Product Officer to fill the vacancy created by the resignation of the Company’s
previous Chief Product Officer on March 31, 2021. Mr. Zemel has over 20 years’ experience in the area of data analytics, programmatic advertising, and
digital strategy, having worked at some of the most successful enterprises in the Company’s industry, including DoubleVerify, Inc. (NYSE:DV),
MediaMath, Sharecare, Inc. (NASDAQ:SHCR), and Rocket Fuel, Inc. (NASDAQ:FUEL). Mr. Zemel has also served as a member of the adjunct faculty of
Columbia University, lecturing on Applied Analytics for the school’s Master of Science program.

Asset Purchase Agreement

On June 15, 2021, pursuant to an asset purchase agreement dated June 4, 2021, we closed on the acquisition of a customer list and other assets of Advisio
Solutions, LLC for consideration consisting of: (i) $1,050,000 paid in cash and (ii) the issuance of an aggregate of 100,000 restricted shares of our common
stock.

New Vice Presidents of Performance Media

On June 4, 2021, Mike Gavigan and Mark St. Amour joined Kubient's sales team as Vice Presidents of Performance Media. Messrs. Gavigan and St.
Amour were previously employed by Advisio Solutions, LLC and have connected consumer brands with their digital target audiences for the past 20 years,
executing campaigns from top brands and agencies while using digital acquisition as a core growth strategy for clients.
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COVID-19

In March 2020, the World Health Organization declared COVID-19, a novel strain of coronavirus, a pandemic. During 2020 and continuing into 2021, the
global economy has been, and continues to be, affected by COVID-19. While we continue to see signs of economic recovery as certain governments began
to gradually ease restrictions, provide economic stimulus and vaccine distribution accelerated, the rate of recovery on a global basis has been affected by
resurgence of the virus or its variants in certain jurisdictions causing reinstatement of restrictions in certain jurisdictions. Starting in 2020 and continuing
into 2021, the Company has taken proactive measures to protect the health and safety of our employees and customers by closing our offices, requiring
employees to work from home and suspending travel, in-person meetings and visits with our customers. We continue to monitor the effectiveness of these
measures in light of the daily evolution of the COVID-19 including the spread of the Delta variant, in order to ensure the health and safety of our
employees remains our top priority.  During the third quarter of 2021, with the easing of many COVID-19 restrictions, we opened our corporate office on a
flexible basis. We developed a health-safety plan, designed to adhere to the applicable guidelines of the CDC, state and local officials to protect the safety
of our workers. While we continue to monitor the impact of the Delta variant, our employees may continue to work from home for the duration of 2021
and beyond.

We experienced improvement in our financial results and noticed an increase in customers’ advertising budgets beyond pre-pandemic levels in the latter
half of the fiscal year 2020 and through the first three quarters of 2021. The Company observed a corresponding increase in its advertising impression
Volumes during the same periods, with such advertising impression Volumes exceeding pre-pandemic levels. However, there can be no assurances that the
Company’s advertising impression Volumes and profit margins will stay above pre-pandemic levels for the remainder of fiscal 2021 and beyond if there is
a new resurgence of the virus or its variants in certain jurisdictions. More specifically, the impact of the Delta variant cannot be predicted at this time, and
could depend on numerous factors, including vaccination rates among the population, the effectiveness of COVID-19 vaccines against the Delta variant
and the response by governmental bodies and regulators. We continue to closely monitor the evolving effects of the COVID-19 pandemic on our business
and to implement plans to take appropriate actions to adapt to changing circumstances arising from the pandemic. While advertising impression Volumes
increased beyond pre-pandemic levels, the COVID-19 pandemic has, and we expect will continue to have, an adverse effect on our revenues and earnings
in 2021, we do expect a recovery throughout the year. We expect to continue to make significant capital investments in the business. However, we continue
to monitor the effects of COVID-19 and will adjust our future level of capital investments accordingly.

Furthermore, the COVID-19 pandemic could have a long-term impact on the Company’s customers through the end of 2021 and well into 2022, which
would reduce their demand for Company services and products. The extent to which COVID-19 or any other health epidemic may impact the Company’s
results beyond 2021 will depend on future developments that could be outside the Company’s control, and which are highly uncertain and cannot be
predicted, including new information that may emerge concerning the severity of the overall economic impact of the COVID-19 pandemic. Accordingly,
COVID-19 could continue to have a material adverse effect on the Company’s business, results of operations, financial condition and prospects during
2021 and beyond. The Company’s financial statements do not include any adjustments that might result from the outcome of this uncertainty.

Components of Our Results of Operations

Net Revenues

We provide a service to our customers (the buy-side ad networks who work for advertisers) by connecting advertisers and publishers. For this service, we
earn a percentage of the amount that is paid by the advertiser, who wants to run a digital advertising campaign, which, in some cases, is reduced by the
amount paid to the publisher, who wants to sell its ad space to the advertiser.

In addition, during the first quarter of 2020, we allowed two clients to beta test KAI, our fraud prevention technology powered by machine learning. Our
Supply Side Platform also provides KAI with hundreds of millions of rows of data in real-time which improves accuracy, and provides our clients the
ability to prevent the purchase of non-human or fraudulent advertising traffic. Beginning in the fourth quarter of 2020, we began providing potential KAI
customers with a free KAI audit, which provides our prospective customer with the intricate details of types and quantity of ad-fraud occurring on their
platforms as a means of demonstrating KAI’s product differentiation and its ability to prevent ad fraud. As of September 30, 2021, 14 KAI audits of
prospective customers have been completed, 8 of which were performed during the three months ended September 30, 2021.
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Sales and Marketing

Sales and marketing expenses consists of costs associated with the sales and marketing our technology platform, including compensation expenses related
to our sales and marketing personnel (including salaries, commissions, bonuses, stock-based compensation and taxes), professional fees and fees for
independent contractors.

Technology

Technology expenses consists of costs associated with the development and operation of our technology platform, including compensation expenses related
to our technology personnel (including salaries, commissions, bonuses, stock-based compensation and taxes), fees for independent contractors, computer
hosting and technology-related subscription costs, and amortization expense of our intangible assets.

General and Administrative

General and administrative expenses consists primarily of compensation expenses related to our executive, finance and administrative personnel (including
salaries, bonuses, stock-based compensation and taxes), professional fees, rent expense, general and administrative related subscription costs fees for
independent contractors.

Results of Operations

Three Months Ended September 30, 2021 Compared With Three Months Ended September 30, 2020

The following table presents the results of operations for the three months ended September 30, 2021 and 2020:

 For the Three Months Ended 
September 30, 

    2021     2020

Net Revenues $  676,986 $  280,401

Operating Expenses:   
Sales and marketing   715,820   145,755
Technology   776,573   545,639
General and administrative   1,514,913   1,022,106

Total Operating Expenses   3,007,306   1,713,500
Loss From Operations   (2,330,320)   (1,433,099)

Other (Expense) Income:       
Interest expense   (2,098)   (392,714)
Interest expense - related parties   —   (200,821)
Amortization of beneficial conversion feature  —  (1,984,322)
Gain on settlement of notes and other payables  —  139,333
Interest income   21,805   3,395
Gain on forgiveness of accounts payable - supplier   —   —
Loss on extinguishment of convertible note payable  —  (297,272)
Other income   —   1,000

Total Other Income (Expense)   19,707   (2,731,401)
Net Loss  (2,310,613)  (4,164,500)

Deemed dividend related to warrant down round adjustment  —  (1,682,000)
Net Loss Attributable to Common Shareholders $  (2,310,613) $  (5,846,500)
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Net Revenues

For the three months ended September 30, 2021, net revenues increased by $396,585, or 141%, to $676,986 from $280,401 for the three months ended
September 30, 2020. The increase in revenue as compared to the 2020 period is primarily due to the increase in revenue from one new customer during the
three months ended September 30, 2021.

Sales and Marketing

For the three months ended September 30, 2021, sales and marketing expenses increased by $570,065, or 391%, to $715,820 from $145,755 for the three
months ended September 30, 2020. The increase is primarily a result of the expansion of our sales and marketing department which resulted in increases in
salary expense of approximately $206,000 arising from an increase in sales and marketing personnel headcount, as well as increased stock-based
compensation expense of approximately $65,000, consulting fees of approximately $79,000, selling expense of approximately $133,000 and public
relations expenses of approximately $65,000.

Technology

For the three months ended September 30, 2021, technology expenses increased by $230,934, or 42%, to $776,573 from $545,639 for the three months
ended September 30, 2020. The increase is primarily due to increases in salary expense of approximately $46,000 arising from an increase in technology
personnel headcount, as well as increased stock-based compensation of approximately $30,000, consulting expenses of approximately $14,000,
amortization of software of approximately $54,000 and cloud hosting costs of approximately $78,000.

General and Administrative

For the three months ended September 30, 2021, general and administrative expenses increased by $492,807, or 48%, to $1,514,913 from $1,022,106 for
the nine months ended September 30, 2020. The increase is primarily due to increases in salary expense of approximately $202,000 arising from an
increase in general and administrative headcount, as well as increased stock-based compensation of approximately $201,000, approximately $131,000 of
insurance expense, approximately $93,000 of office related expenses and approximately $48,000 in taxes.

Other Income (Expense)

For the three months ended September 30, 2021, we recognized other income of approximately $20,000 as compared to other expense of approximately
$2,731,000 recognized during the three months ended September 30, 2020. The net increase in other income is primarily due to the absence of the
amortization of beneficial conversion feature of approximately $1,984,000 and interest expense of approximately $594,000 recognized in the three months
ended September 30, 2020.
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Nine Months Ended September 30, 2021 Compared With Nine Months Ended September 30, 2020

The following table presents the results of operations for the nine months ended September 30, 2021 and 2020:

 For the Nine Months Ended 
September 30, 

    2021     2020

Net Revenues $  1,882,311 $  1,753,851

Operating Expenses:   
Sales and marketing   1,977,150   404,712
Technology   1,916,020   1,521,329
General and administrative   3,878,765   2,141,023

Total Operating Expenses   7,771,935   4,067,064
Loss From Operations   (5,889,624)   (2,313,213)

Other (Expense) Income:   
Interest expense   (5,308)   (1,122,113)
Interest expense – related parties   —   (403,372)
Amortization of beneficial conversion feature  —  (1,984,322)
Gain on settlement of notes and other payables  —  139,333
Interest income   84,469   3,499
Gain on forgiveness of accounts payable – supplier   —   236,248
Loss on extinguishment of convertible note payable  —  (297,272)
Other income   233   13,294

Total Other Income (Expense)   79,394  (3,414,705)
Net Loss  (5,810,230)  (5,727,918)

Deemed dividend related to warrant down round adjustment  —  (1,682,000)
Net Loss Attributable to Common Shareholders $  (5,810,230) $  (7,409,918)

Net Revenues

For the nine months ended September 30, 2021, net revenues increased by $128,460, or 7%, to $1,882,311 from $1,753,851 for the nine months ended
September 30, 2020. The increase in revenue as compared to the 2020 period is primarily due to increased revenue in the 2021 period of approximately
$1.8 million generated from one new customer partially offset by the recognition of approximately $1.3 million of revenue during the 2020 period in
connection with the beta test of KAI.

Sales and Marketing

For the nine months ended September 30, 2021, sales and marketing expenses increased by $1,572,438, or 389%, to $1,977,150 from $404,712 for the nine
months ended September 30, 2020. The increase is primarily a result of the expansion of our sales and marketing department which resulted in increases in
salary expense of approximately $512,000 arising from an increase in sales and marketing personnel headcount, as well as increased stock-based
compensation of approximately $274,000, consulting fees of approximately $153,000, selling expense of approximately $354,000 and public relations
costs of approximately $197,000.
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Technology

For the nine months ended September 30, 2021, technology expenses increased by $394,691, or 26%, to $1,916,020 from $1,521,329 for the nine months
ended September 30, 2020. The increase is primarily due to increases in salary expense of approximately $131,000 arising from an increase in technology
personnel headcount, as well as increased stock-based compensation of approximately $25,000, consulting expenses of approximately $39,000,
amortization of software of approximately $67,000 and cloud hosting costs of approximately $137,000.

General and Administrative

For the nine months ended September 30, 2021, general and administrative expenses increased by $1,737,742, or 81%, to $3,878,765 from $2,141,023 for
the nine months ended September 30, 2020. The increase is primarily due to increases in salary expense of approximately $708,000 arising from an
increase in general and administrative headcount, as well as increased stock-based compensation of approximately $147,000, approximately $310,000 of
insurance expense, approximately $145,000 in taxes, and approximately $430,000 in professional fees, partially offset by approximately $32,000 of office
related expenses.

Other Income (Expense)

For the nine months ended September 30, 2021, we recognized other income of approximately $79,000 as compared to other expense of approximately
$3,415,000 recognized during the nine months ended September 30, 2020. The net increase in other income is primarily due to the amortization of
beneficial conversion feature of approximately $1,984,000 and interest expense of approximately $1,525,000 recognized in the nine months ended
September 30, 2020.

Non-GAAP Measures

Adjusted EBITDA

The Company defines EBITDA as net income (loss) before interest, taxes and depreciation and amortization. The Company defines Adjusted EBITDA as
EBITDA, further adjusted to eliminate the impact of certain non-recurring items and other items that we do not consider in our evaluation of our ongoing
operating performance from period to period. These items will include stock-based compensation, restructuring and severance costs, transaction costs,
acquisition costs, certain other non-recurring charges and gains that the Company does not believe reflects the underlying business performance.
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For the three and nine months ended September 30, 2021 and 2020, EBITDA and Adjusted EBITDA consisted of the following:

 For the Three Months Ended  For the Nine Months Ended 
September 30, September 30, 

    2021     2020     2021     2020
Net Loss Attributable to Common Shareholders $  (2,310,613) $  (5,846,500) $  (5,810,230) $  (7,409,918)

Interest expense   2,098   392,714  5,308  1,122,113
Interest expense - related parties   —   200,821  —  403,372
Interest income   (21,805)   (3,395)  (84,469)  (3,499)
Amortization of beneficial conversion feature   —   1,984,322  —  1,984,322
Depreciation and amortization   144,775   88,210  304,068  227,355

EBITDA   (2,185,545)   (3,183,828)  (5,585,323)  (3,676,255)
  

Adjustments:
Deemed dividend related to warrant down round adjustment  — 1,682,000  — 1,682,000
Stock-based compensation expense  263,247  (5,465)  523,999  78,477

Adjusted EBITDA $  (1,922,298) $  (1,507,293) $  (5,061,324) $  (1,915,778)

Adjusted Loss Per Share $  (0.13) $  (0.27) $  (0.37) $  (0.45)

Weighted Average Common Shares Outstanding - Basic and Diluted  14,252,886  5,676,561  13,627,435  4,300,905

EBITDA and Adjusted EBITDA is a financial measure that is not calculated in accordance with accounting principles generally accepted in the United
States of America (“U.S. GAAP”). Management believes that because Adjusted EBITDA excludes (i) certain non-cash expenses (such as depreciation,
amortization and stock-based compensation) and (ii) expenses that are not reflective of the Company’s core operating results over time (such as stock-
based compensation expense), this measure provides investors with additional useful information to measure the Company’s financial performance,
particularly with respect to changes in performance from period to period. The Company’s management uses EBITDA and Adjusted EBITDA (i) as a
measure of operating performance, (ii) for planning and forecasting in future periods, and (iii) in communications with the Company’s board of directors
concerning the Company’s financial performance. The Company’s presentation of EBITDA and Adjusted EBITDA are not necessarily comparable to other
similarly titled captions of other companies due to different methods of calculation and should not be used by investors as a substitute or alternative to net
income or any measure of financial performance calculated and presented in accordance with U.S. GAAP. Instead, management believes EBITDA and
Adjusted EBITDA should be used to supplement the Company’s financial measures derived in accordance with U.S. GAAP to provide a more complete
understanding of the trends affecting the business.

Although Adjusted EBITDA is frequently used by investors and securities analysts in their evaluations of companies, Adjusted EBITDA has limitations as
an analytical tool, and investors should not consider it in isolation or as a substitute for, or more meaningful than, amounts determined in accordance with
U.S. GAAP. Some of the limitations to using non-GAAP measures as an analytical tool are (i) they do not reflect the Company’s interest income and
expense, or the requirements necessary to service interest or principal payments on the Company’s debt, (ii) they do not reflect future requirements for
capital expenditures or contractual commitments, and (iii) although depreciation and amortization charges are non-cash charges, the assets being
depreciated and amortized will often have to be replaced in the future, and non-GAAP measures do not reflect any cash requirements for such
replacements.

Liquidity and Capital Resources

We measure our liquidity in a number of ways, including the following:

    September,     December 31,
2021 2020

 
Cash $  28,746,456 $  24,782,128
Working capital $  27,293,660 $  23,570,158
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Availability of Additional Funds

As a result of its public offerings and the related note conversions, the Company believes its current cash on hand is sufficient to meet its operating and
capital requirements for at least the next twelve months from the date these financial statements are issued. Our operating needs include the planned costs
to operate our business, including amounts required to fund working capital and capital expenditures. Our future capital requirements and the adequacy of
our available funds will depend on many factors, including our ability to successfully commercialize our products and services, competing technological
and market developments, and the need to enter into collaborations with other companies or acquire other companies or technologies to enhance or
complement our product and service offerings.

Nine Months Ended September 30, 2021 Compared With Nine Months Ended September 30, 2020

Our sources and uses of cash were as follows:

Cash Flows From Operating Activities

We experienced negative cash flows from operating activities for the nine months ended September 30, 2021 and 2020 in the amounts of $4,577,923 and
$2,474,947, respectively. The net cash used in operating activities for the nine months ended September 30, 2021 was primarily a result of cash used to
fund a net loss of $5,810,230, adjusted for net non-cash expenses of $828,067, partially offset by $408,579 of net cash provided by changes in the levels of
operating assets and liabilities. The net cash used in operating activities for the nine months ended September 30, 2020 was primarily a result of cash used
to fund a net loss of $5,727,918, adjusted for net non-cash expenses of $3,488,774, and $235,803 of net cash used in changes in the levels of operating
assets and liabilities.

Cash Flows From Investing Activities

Net cash used in investing activities for the nine months ended September 30, 2021 and 2020 was $1,157,403 and $806,306, respectively, which was
attributable to purchases of intangible assets and property and equipment.

Cash Flows From Financing Activities

We experienced positive cash flows from financing activities for the nine months ended September 30, 2021 and 2020 in the amounts of $9,699,654 and
$11,658,302, respectively. During the nine months ended September 30, 2021, $9,795,510 of net proceeds were provided from exercises of options and
warrants, partially offset by $27,510 of cash used to pay deferred offering costs and $72,685 of cash was used to partially repay our loan from JPMorgan
Chase Bank, N.A., as lender, pursuant to the Paycheck Protection Program of the Coronavirus Aid, Relief and Economic Security Act, as amended. During
the nine months ended September 30, 2020, $11,503,488 of proceeds were from the sale of common stock and warrants in our IPO, $1,241,190 of proceeds
were received from debt financings, partially offset by $841,376 used for payment of initial public offering costs and $245,000 that was used to repay debt.

Off-Balance Sheet Arrangements

We did not have, during the periods presented, and we do not currently have, any relationships with any organizations or financial partnerships, such as
structured finance or special purpose entities, that would have been established for the purpose of facilitating off-balance sheet arrangements or other
contractually narrow or limited purposes.
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Critical Accounting Policies and Significant Accounting Estimates

Our management’s discussion and analysis of our financial condition and results of operations are based on our consolidated financial statements, which
have been prepared in accordance with accounting principles generally accepted in the United States of America, or U.S. GAAP. The preparation of these
consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure
of contingent assets and liabilities as of the date of the consolidated financial statements as well as the reported expenses during the reporting periods. The
accounting estimates that require our most significant, difficult and subjective judgments have an impact on revenue recognition, the determination of
share-based compensation and financial instruments. We evaluate our estimates and judgments on an ongoing basis. Actual results may differ materially
from these estimates under different assumptions or conditions.

The following is not intended to be a comprehensive list of all of our accounting policies or estimates. Our significant accounting policies are more fully
described in Note 2 to our condensed consolidated financial statements included elsewhere in this quarterly report.

Revenue Recognition

The Company maintains a contract with each customer and supplier, which specify the terms of the relationship and potential access to the Company’s
platform. The Company provides a service to its customers (the buy-side ad networks who work for advertisers) by connecting advertisers and publishers.
For this service, the Company earns a percentage of the amount that is paid by the advertiser, who wants to run a digital advertising campaign, which, in
some cases, is reduced by the amount paid to the publisher, who wants to sell its ad space to the advertiser.

The transaction price is determined based on the consideration to which it expects to be entitled, including the impact of any implicit price concessions
over the course of the contract. The Company’s performance obligation is to facilitate the publication of advertisements. The performance obligation is
satisfied at the point in time that the ad is placed. Subsequent to a bid being won, the associated fees are generally not subject to refund or adjustment.
Historically, any refunds and adjustments have not been material. The revenue recognized is the amount the Company is responsible to collect from the
customer related to the placement of an ad (the “Gross Billing”), less the amount the Company remits to the supplier for the ad space (the “Supplier Cost”),
if any. The determination of whether the Company is the principal or agent, and hence whether to report revenue on a gross basis equal to the Gross Billing
or on a net basis for the difference between the Gross Billing and Supplier Cost, requires judgment. The Company acts as an agent in arranging via its
platform for the specified good (the ad space) to be purchased by the advertiser, as it does not control the goods or services being transferred to the end
customer, it does not take responsibility for the quality or acceptability of the ad space, it does not bear inventory risk, nor does it have discretion in
establishing price of the ad space. As a result, the Company recognizes revenue on a net basis for the difference between the Gross Billing and the Supplier
Cost.

The Company invoices customers on a monthly basis for the amount of Gross Billing in the relevant period. Invoice payment terms, negotiated on a
customer-by- customer basis, are typically between 45 to 90 days. However, for certain agency customers with sequential liability terms as specified by the
Interactive Advertising Bureau, (i) payments are not due to the Company until such agency customers has received payment from its customers, (ii) the
Company is not required to make a payment to its supplier until payment is received from the Company’s customer and (iii) the supplier is responsible to
pursue collection directly with the advertiser. As a result, once the Company has met the requirements of each of the five steps under ASC 606, the
Company’s accounts receivable are recorded at the amount of Gross Billing which represent amounts it is responsible to collect and accounts payable, if
applicable, are recorded at the amount payable to suppliers. In the event step 1 under ASC 606 is not met, the Company does not record either the accounts
receivable or accounts payable. Accordingly, both accounts receivable and accounts payable appear large in relation to revenue reported on a net basis.

Accounts Receivable and Accounts Payable

Accounts receivable are carried at their contractual amounts, less an estimate for uncollectible amounts. Management estimates the allowance for bad debts
based on existing economic conditions, the financial conditions of the customers, and the amount and age of past due accounts.
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Receivables are considered past due if full payment is not received by the contractual due date. Past due accounts are generally written off against the
corresponding accounts payable in the event that the Company’s contract contains sequential liability terms, with the excess receivable being written off
against the allowance for bad debts only after all collection attempts have been exhausted.

Accounts receivable are recorded at the amount the Company is responsible to collect from the customer. In the event that the Company does not collect
the Gross Billing amount from the customer, the Company generally is not contractually obligated to pay the associated Supplier Cost.

Intangible Assets

Intangible assets are comprised of costs to acquire a customer list as well as costs to acquire and develop computer software, including (i) the costs to
acquire third-party data which is used to improve the Company’s artificial intelligence platform for client use as well as (ii) the costs to acquire third-party
software as well as the related source code. The intangible assets have estimated useful lives of two years for the computer software, five years for the
capitalized data and seven years for the customer list. Once placed into service, the Company amortizes the cost of the intangible assets over their
estimated useful lives on a straight-line basis.

Impairment of Long-lived Assets

The Company reviews for the impairment of long-lived assets whenever events or changes in circumstances indicate that the carrying amount of an asset
might not be recoverable. An impairment would be recognized when estimated future cash flows expected to result from the use of the asset and its
eventual disposition are less than its carrying amount.

Stock-Based Compensation

The Company measures the cost of services received in exchange for an award of equity instruments based on the fair value of the award. The fair value of
the award is measured on the grant date. The fair value amount is then recognized over the period during which services are required to be provided in
exchange for the award, usually the vesting period. Upon the exercise of an award, the Company issues new shares of common stock out of its authorized
shares. The Company accrues for any equity awards at fair value that have been contractually earned but not yet issued.

Item 3. Quantitative and Qualitative Disclosure About Market Risk

Not applicable to smaller reporting companies.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), evaluated the effectiveness of our
disclosure controls and procedures as defined in Rule 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), as of September 30, 2021. Our disclosure controls and procedures are designed to provide reasonable assurance that information we are required to
disclose in the reports we file or submit under the Exchange Act is accumulated and communicated to our management, including our CEO and CFO, as
appropriate to allow timely decisions regarding required disclosures, and is recorded, processed, summarized, and reported within the time periods
specified in the SEC’s rules and forms. Based on this evaluation, and as a result of the material weaknesses described below, our CEO and
CFO have concluded that our disclosure controls and procedures were not effective at the reasonable assurance level as of September 30, 2021. In light of
this fact, our management has performed additional analyses, reconciliations, and other post-closing procedures and has concluded that, notwithstanding
the material weaknesses in our internal control over financial reporting, the unaudited interim condensed consolidated financial statements for the periods
covered by and included in this Quarterly Report on Form 10-Q fairly state, in all material respects, our financial position, results of operations and cash
flows for the periods presented in conformity with U.S. GAAP.
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Material Weaknesses

A material weakness is a deficiency, or a combination of deficiencies, within the meaning of Public Company Accounting Oversight Board (“PCAOB”)
Auditing Standard AS 2201, in internal control over financial reporting, such that there is a reasonable possibility that a material misstatement of the
Company's annual or interim financial statements will not be prevented or detected on a timely basis.

Internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements in accordance with U.S. GAAP. The following material weaknesses in our internal control over financial reporting were
identified in the normal course as of December 31, 2020 and continued to exist as of September 30, 2021:

● The Company had inadequate segregation of duties in its finance and accounting function because of its limited personnel.

As a result of the steps taken through the date the financial statements were issued, management believes that the appropriate controls have been
implemented in order to remediate the remaining material weakness, however, the controls have not been in place for a sufficient period of time.
Management expects that this material weakness will be remediated during 2021.

Changes in Internal Control over Financial Reporting

During the quarter ended September 30, 2021, there have been no changes in our internal control over financial reporting that have materially affected, or
are reasonably likely to materially affect, our internal control over financial reporting, except as noted above.

Inherent Limitations on Effectiveness of Controls

Management recognizes that a control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the
objectives of the control system 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 all control systems, no evaluation of controls can provide absolute
assurance that all control issues and instances of fraud or error, if any, have been detected. These inherent limitations include the realities that judgments in
decision making can be faulty, and that breakdowns can occur because of a simple error or mistake. Additionally, controls can be circumvented by the
individual acts of some persons, by collusion of two or more people, or by management override of the controls. The design of any system of controls 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; over time, controls may become inadequate because of changes in conditions, or the degree of
compliance with policies or procedures may deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to error
or fraud may occur and not be detected.



Table of Contents

31

PART II. OTHER INFORMATION

Item 1. Legal Proceedings.

We are currently a party to one material legal proceeding.

In March 2019, the Company entered into a binding letter of intent (“LOI”) to acquire substantially all of the assets of Aureus Holdings, LLC d/b/a Lo70s
(“Lo70s”). In connection with the LOI, the Company paid a good faith deposit to Lo70s of $200,000. Subsequently, during the diligence phase of the LOI
it became apparent that Lo70s’ projections were grossly inaccurate and misstated. Diligence inquiries made to Lo70s on this subject continuously went
ignored. As a result, the Company allowed the LOI to expire under its own terms. In connection with this expiration, the Company was served with a
complaint by Lo70s (Aureus Holdings, LLC d/b/a Lo70s v. Kubient, Inc., et al., Superior Court of Delaware, Case No. N20C-07-061), which named the
Company and three individuals, Peter A. Bordes, Jr., Paul Roberts and Philip Anderson (a former consultant to the Company) as defendants.  The
complaint alleges breach of contract on the expired LOI and other claims and seeks damages, without providing information or support as to how the
alleged damages are calculated.  The Company believes that Lo70s’ claim has no merit, and disputes Lo70s’ allegations therein.  The Company has
retained legal counsel in Delaware in order to defend the action vigorously. On August 31, 2020, the Company filed its answer to Lo70s’ complaint on the
contract claims, and moved to dismiss the unjust enrichment and tortious interference claims alleged by Lo70s for failure to state a claim. The individual
defendants named in the claim moved to dismiss all of Lo70’s claims based on lack of personal jurisdiction and failure to state a claim. On August 31,
2020, the Company also filed a counterclaim denying all allegations made by Lo70s and pursuing the Company’s claims against Lo70s and its affiliates,
including claims for fraudulent inducement and breach of contract. On November 6, 2020, Lo70s amended its Complaint and moved to dismiss the
Company’s counterclaims. The amended Complaint removes Messrs. Bordes, Roberts, and Anderson as parties, but otherwise asserts the same causes of
action as the original Complaint. On December 9, 2020, the Company moved to dismiss portions of Lo70s’ amended Complaint and filed amended
counterclaims against Lo70s that Lo70s has moved to dismiss.  The Court heard argument on the motions to dismiss on April 28, 2021 and Kubient’s
motion was denied on August 6, 2021. On August 31, 2021, the Court dismissed Kubient’s fraud claims against Lo70s, but allowed Kubient’s breach of
contract claim to proceed. The case is currently proceeding with discovery.   The Company continues to dispute Lo70s allegations and intends to
vigorously defend itself and prosecute its counterclaims.  During the year ended December 31, 2019, the Company recorded an allowance of $200,000
related to the dispute. As of September 30, 2021 and December 31, 2020, the Company had accrued for all probable and estimable amounts in its
condensed consolidated financial statements.

Apart from the foregoing legal proceeding, from time to time, we may be subject to various other legal proceedings and claims that are routine and
incidental to our business. Although some of the legal proceedings set forth herein may result in adverse decisions or settlements, Management believes
that the final disposition of such matters will not have a material adverse effect on our business, financial position, results of operations or cash flows.

In addition, the following material legal proceeding was recently settled:

On October 6, 2017, the Company entered into a Master Service Agreement for Buyers and Sellers, and an “Engage Buyer Addendum”, with Engage
BDR, LLC whereby the Company could gain access to the Engage BDR, LLC proprietary trading technology platform in order to both offer and purchase
inventory for the placement of ads. On August 31, 2018, Engage BDR, LLC filed suit against the Company (Engage BDR, LLC v. Kubient, Inc., Los
Angeles County Superior Court Case No. SC129764) setting forth claims of breach of contract, unjust enrichment, quantum meruit, accounts stated, and
breach of implied covenant of good faith and fair dealing. On November 14, 2018, Engage BDR, LLC obtained a summary default judgment against the
Company for $35,936. On February 17, 2021, the Company paid a total of $33,461 in full satisfaction of the matter.

Item 1A. Risk Factors.

Not applicable to smaller reporting companies.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Unregistered Sales of Equity Securities

During the three months ended March 31, 2021, the Company issued an aggregate of 70,040 shares of common stock under the 2017 Plan to an employee,
four members of its board of directors, and a consultant.

During the three months ended March 31, 2021, warrants to purchase an aggregate of 1,565,333 shares of the Company’s common stock were exercised at
prices between $4.20 and $5.50 per share, resulting in the issuance of an aggregate of 2,047,361 shares of the Company's common stock and five-year
warrants to purchase 773,000 shares of common stock at an exercise price of $5.50 per share.

The foregoing securities were issued in reliance upon an exemption from registration pursuant to Rule 701 promulgated under the Securities Act.

During the three months ended June 30, 2021, warrants to purchase an aggregate of 112,647 shares of the Company’s common stock were exercised at
prices between $4.20 and $6.25 per share, resulting in net cash proceeds to the Company of $428,719 (net of issuance costs of $32,270) and the issuance of
an aggregate of 108,961 shares of the Company's common stock and five-year warrants to purchase 94,286 shares of common stock at an exercise price of
$5.50 per share.

On June 15, 2021, pursuant to an asset purchase agreement dated June 4, 2021, the Company issued 63,000 shares of the Company’s common stock to Mr.
Gavigan, one of the Company’s Vice Presidents of Performance Media.

Also on June 15, 2021, pursuant to the same asset purchase agreement dated June 4, 2021, the Company issued 37,000 shares of the Company’s common
stock to Mr. St. Amour, one of the Company’s Vice Presidents of Performance Media.

The foregoing transactions did not involve any underwriters, any underwriting discounts or commissions, or any public offering. We believe the offers,
sales, and issuances of the above securities were exempt from registration under the Exchange Act (including Regulation D promulgated thereunder) by
virtue of Section 4(a)(2) of the Securities Act, because the issuance of securities to the recipients did not involve a public offering. The recipients of the
securities in each of these transactions represented their intentions to acquire the securities for investment only and not with a view to or for sale in
connection with any distribution thereof, and appropriate legends were placed upon the stock certificates issued in these transactions. All recipients had
adequate access, through their relationships with us or otherwise, to information about us. The issuances of these securities were made without any general
solicitation or advertising.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosure.

Not applicable.

Item 5. Other Information.

There is no other information required to be disclosed under this item which was not previously disclosed.
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Item 6. Exhibits

Exhibit
Number Exhibit Description  Incorporated by Reference  

Filed 
 Herewith

  
    Form     

Filing
Date     

Exhibit
  Number     

 

31.1 Certification of Principal Executive 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        X

31.2 Certification of Principal Financial 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        X

32.1 Certifications of Principal Executive Officer and Principal Financial Officer Pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002 (1)    

 

   X

101.ins XBRL Instance Document – the instance document does not appear in the Interactive Data
File because its XBRL tags are embedded within the Inline XBRL document.        X

101.sch Inline XBRL Taxonomy Schema Document        X

101.cal Inline XBRL Taxonomy Calculation Linkbase Document        X

101.def Inline XBRL Taxonomy Definition Linkbase Document        X

101.lab Inline XBRL Taxonomy Label Linkbase Document        X

101.pre Inline XBRL Taxonomy Presentation Linkbase Document        X
104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101) X

https://s3.amazonaws.com/content.stockpr.com/sec/0001410578-21-000160/kbnt-20210930xex31d1.htm
https://s3.amazonaws.com/content.stockpr.com/sec/0001410578-21-000160/kbnt-20210930xex31d2.htm
https://s3.amazonaws.com/content.stockpr.com/sec/0001410578-21-000160/kbnt-20210930xex32d1.htm
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

 KUBIENT, INC.
  
Dated: November 12, 2021 /s/ Paul Roberts 
 Paul Roberts
 Interim Chief Executive Officer
 (principal executive officer)

Dated: November 12, 2021 /s/ Joshua Weiss 
 Joshua Weiss
 Chief Financial Officer
 (principal financial and accounting officer)
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GLOSSARY

“Ad Network” means an intermediary network or company that acts as a broker between advertisers who want to purchase ad placements and content
publishers who want to host the advertiser’s ads. Examples of advertisers are consumer good companies, multimedia companies and automobile
manufacturers. Publishers in the context are website operators or app developers.

 “Ad Tech” means the software and tools that help agencies and brands target, deliver, and analyze their digital advertising efforts.

“Bot” or “internet bot” means an autonomous program (or robot) running on a network (usually, the internet) that can interact with computer systems or
users. Typically, Bots perform tasks that are both simple and structurally repetitive, at a much higher rate than would be possible for a human alone.
According to Imperva, more than half of all web traffic is fraudulent, as it is made up of Bots rather than actual human beings.

“Brand” means a particular name used to identify a type of product or products manufactured by a particular company.

“Data Management Platform” or “DMP” means a technology platform used for collecting and managing data, mainly for digital marketing purposes. It
allows Ad Networks to generate audience segments, which are then used to target specific users in online advertising campaigns.

“Demand Side Platform” or “DSP” means a system that allows buyers of digital advertising space (ie, advertisers) to manage multiple ad exchange and
data exchange accounts through one interface.

“Double monetization” means our ability to serve both a video advertisement as well as a display advertisement where there would traditionally be one or
the other.

“Full stack” means computer engineering that encompasses databases, servers, systems engineering, and clients, across mobile applications, web based
applications and native applications.

“GDPR” means the General Data Protection Regulation, which was agreed upon by the European Parliament and Council in April 2016, regulates how
companies (including American companies) must protect European Union citizens’ personal data.

“Latency” means the lag time between a customer click on an internet link and the conversion of that customer to a sale. The term can also refer to the lag
time between ad inventory’s purchase and its display on publisher’s media.

“Omni-channel marketing” means marketing that is intended to reach target consumers across all advertising channels -- mobile, video, desktop, and
more -- within the context of how the specific customer has interacted with a brand (for example, those first seeing an ad about a brand they have never
experienced will receive a different message from those who have engaged with that brand a number of times).

“Programmatic advertising” means the purchase of advertising space meant to target audiences using Ad Tech, rather than the traditional method of
purchasing time slots in mass media, such as television programming.

“Pre-bid” means the bid placed by an advertiser for placement of its ad, verified prior to such ad being run or displayed.

“Post-bid” means the verification of the running or display of an ad, after such running or display has occurred.

“Publisher” means a source of ad inventory, such as website owners, website operators or app developers. Publishers are generally either managed or
owned and operated. An owned and operated publisher receives 100% of the profit for impressions sold. This is opposed to a managed publisher: a
publisher that does not own its inventory but has a financial relationship with those who do.

“Specialist coding language” means certain coding languages that deliver performance above and beyond traditional coding languages.
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“Supply Side Platform” or “SSP” means a platform that enables Publishers to access advertiser demand from a variety of networks, exchanges, and
platforms via one interface.

“300-millisecond window” means the window of time adopted by the digital advertising industry in which a website or app has to load the content on their
website and auction off the advertising space on their web property.

“Verification companies” or “ad verification companies” means companies that offer a technological service that ensures that ads appear on intended sites
and reach the targeted audience.

“Volume” means the concept of buying large scale amounts of media in hopes of reaching a specific, smaller audience that lives within that larger pool.



Exhibit 31.1

Certification of Principal Executive 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
I, Paul Roberts, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Kubient, Inc.;

2. 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;

3. 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;

4. The registrant’s other certifying officer 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)) for the registrant and have:

a) 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;

b) 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

c) 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

5. The registrant’s other certifying officer 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) 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

b) 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: November 12, 2021 /s/ Paul Roberts
Paul Roberts
Interim Chief Executive Officer
(principal executive officer)



Exhibit 31.2

Certification of Principal Financial 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
I, Joshua Weiss, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Kubient, Inc.;

2. 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;

3. 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;

4. The registrant’s other certifying officer 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)) for the registrant and have:

a) 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;

b) 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

c) 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

5. The registrant’s other certifying officer 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) 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

b) 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: November 12, 2021 /s/ Joshua Weiss
Joshua Weiss
Chief Financial Officer
(principal financial and accounting officer)



Exhibit 32.1

Certifications of Principal Executive Officer and Principal Financial Officer
pursuant to

18 U.S.C. Section 1350,
as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, Paul Roberts, Interim Chief Executive Officer
(principal executive officer) of Kubient, Inc. (the “Company”), and Joshua Weiss, Chief Financial Officer (principal financial and accounting officer) of the
Company, each hereby certifies that, to the best of his knowledge:

1) The Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2021, to which this certification is attached as
Exhibit 32.1 (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.

Date: November 12, 2021

 /s/ Paul Roberts
Paul Roberts
Interim Chief Executive Officer
(principal executive officer)

/s/ Joshua Weiss
Joshua Weiss
Chief Financial Officer
(principal financial and accounting officer)

The foregoing certifications are being furnished pursuant to 18 U.S.C. Section 1350. They are not being filed for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended, and are not to be incorporated by reference into any filing of the Company, regardless of any general incorporation
language in such filing.


