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

the impacts of COVID-19, or other future pandemics on our business, results of operations, financial position and cash flows;

●

our ability to effectively manage our growth and maintain and improve our corporate culture;

●

the potential benefits of and our ability to maintain our relationships with ridesharing companies, and establish or maintain future
collaborations or strategic relationships or obtain additional funding;

●

our marketing capabilities and strategy;

●

our ability to maintain a cost-effective insurance program;

●

our industry is in early stages of growth;

●

our anticipated investments in new products and offerings, and the effect of these investments on our results of operations;

●

our ability to retain the continued service of our key professionals and to identify, hire and retain additional qualified professionals;

●

our competitive position, and developments and projections relating to our competitors and our industry;

●

our estimates regarding expenses, future revenue, capital requirements and needs for additional financing; and

●

our ability to comply with existing, modified, or new laws and regulations applying to our business.

All of our forward-looking statements are as of the date of this Quarterly Report on Form 10-Q only. In each case, actual results may differ
materially from such forward-looking information. We can give no assurance that such expectations or forward-looking statements will prove to be correct.
An occurrence of, or any material adverse change in, one or more of the risk factors or risks and uncertainties referred to in this Quarterly Report on Form
10-Q or included in our other public disclosures or our other periodic reports or other documents or filings filed with or furnished to the U.S. Securities and
Exchange Commission (the "SEC") could materially and adversely affect our business, prospects, financial condition and results of operations. Except as
required by law, we do not undertake or plan to update or revise any such forward-looking statements to reflect actual results, changes in plans,
assumptions, estimates or projections or other circumstances affecting such forward-looking statements occurring after the date of this Quarterly Report on
Form 10-Q, even if such results, changes or circumstances make it clear that any forward-looking information will not be realized. Any public statements
or disclosures by us following this Quarterly Report on Form 10-Q that modify or impact any of the forward-looking statements contained in this Quarterly
Report on Form 10-Q will be deemed to modify or supersede such statements in this Quarterly Report on Form 10-Q.
This Quarterly Report on Form 10-Q may include market data and certain industry data and forecasts, which we may obtain from internal
company surveys, market research, consultant surveys, publicly available information, reports of governmental agencies and industry publications, articles
and surveys. Industry surveys, publications, consultant surveys and forecasts generally state that the information contained therein has been obtained from
sources believed to be reliable, but the accuracy and completeness of such information is not guaranteed. While we believe that such studies and
publications are reliable, we have not independently verified market and industry data from third-party sources.
References to HyreCar
Throughout this Quarterly Report on Form 10-Q, the "Company," "HyreCar," "we," "us," and "our" refers to HyreCar Inc. and "our board of
directors" refers to the board of directors of HyreCar Inc.
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PART I - FINANCIAL INFORMATION
Item 1. Consolidated Financial Statements
HYRECAR INC.
CONSOLIDATED BALANCE SHEETS

(Unaudited)
March 31,
2021
Assets
Current assets:
Cash and cash equivalent
Restricted cash
Accounts receivable
Deferred offering costs
Insurance deposits
Other current assets
Total current assets

$

Property and equipment, net
Intangible assets, net
Other assets
Total assets

$

Liabilities and Stockholders' Equity (Deficit)
Current liabilities:
Accounts payable
Accrued liabilities
Insurance reserve
Note payable, current portion
Deferred revenue
Total current liabilities

$

Note payable, net of current portion
Total liabilities
Commitments and contingencies (Note 3)

25,499,635
751,625
132,827
—
1,749,454
644,099
28,777,640
7,624
61,562
—
28,846,826

4,497,276
826,724
1,747,134
1,890,062
60,056
9,021,252

December 31,
2020

$

$

$

4,923,515
—
109,366
33,164
749,454
313,812
6,129,311
8,425
80,031
95,000
6,312,767

2,275,559
4,359,348
2,113,039
1,554,548
76,059
10,378,553

109,113
9,130,365

444,627
10,823,180

—

—

Stockholders' equity (deficit):
Preferred stock, 15,000,000 shares authorized, par value $0.00001, 0 shares issued and outstanding as of March 31,
2021 and December 31, 2020, respectively
—
—
Common stock, 50,000,000 shares authorized, par value $0.00001, 20,353,429 and 17,741,713 issued and outstanding
as of March 31, 2021 and December 31, 2020, respectively
203
177
Additional paid-in capital
71,158,828
39,725,445
(51,442,570)
(44,236,035)
Accumulated deficit
Total stockholders' equity (deficit)
19,716,461
(4,510,413)
Total liabilities and stockholders' equity (deficit)
$ 28,846,826 $
6,312,767
See accompanying notes to the unaudited consolidated financial statements
1

HYRECAR INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

Revenues

Three Months
Ended March
31,
2021

Three Months
Ended March
31,
2020

$

$

7,448,400

5,780,413

Cost of revenues

4,716,150

3,605,301

Gross profit

2,732,250

2,175,112

5,704,453
2,707,191
1,526,718
9,938,362

3,228,172
2,290,172
743,813
6,262,157

(7,206,112)

(4,087,045)

Operating Expenses:
General and administrative
Sales and marketing
Research and development
Total operating expenses
Operating loss
Other (income) expense
Interest expense
Other income
Total other income

1,906
(1,483)
423

Loss before provision for income taxes

(7,206,535)

Provision for income taxes

—

Net loss

$

Weighted average shares outstanding - basic and diluted
Weighted average net loss per share - basic and diluted

$

See accompanying notes to the unaudited consolidated financial statements
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19
(29,648)
(29,629)
(4,057,416)
800

(7,206,535) $

(4,058,216)

19,234,382

16,424,969

(0.37) $

(0.25)

HYRECAR INC.
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
(Unaudited)

Preferred Stock
Shares Amount

Additional
Common Stock
Paid-in
Shares
Amount
Capital

Subscription
Receivable Total
Related
Accumulated Stockholders'
Party
Deficit
Equity

December 31, 2019
Stock option compensation
Restricted stock unit compensation
Stock options exercised
Stock options exercised – cashless
Shares issued for vested restricted stock units
Net loss

— $
—
—
—
—
—

— 16,393,171 $
—
—
—
—
—
40,869
—
2,645
—
36,650

164 $ 35,857,835 $
—
252,072
—
163,100
—
28,575
—
—
—
—

March 31, 2020 (unaudited)

— $

— 16,473,335 $

164 $ 36,301,582 $

December 31, 2020
Stock option compensation
Restricted stock unit compensation
Warrants exercised for cash
Warrants exercised - cashless
Common stock issued for cash
Offering costs
Net loss

— $
—
—
—
—
—
—
—
— $

— 17,741,713 $
—
—
—
—
—
20,232
—
61,484
— 2,530,000
—
—
—
—
— 20,353,429 $

177 $ 39,725,445 $
—
6,647
—
3,761,027
1
64,539
—
—
25 29,727,475
— (2,126,305)
—
—
203 $ 71,158,828 $

March 31, 2021 (unaudited)

See accompanying notes to the unaudited consolidated financial statements
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(7,447) $ (29,015,134) $ 6,835,418
—
—
252,072
—
—
163,100
—
—
28,575
—
—
—
—
—
—
$ (4,058,216)
(4,058,216)
(7,447) $ (33,073,350) $ 3,220,949
— $ (44,236,035) $
—
—
—
—
—
—
—
—
—
—
—
—
— $ (7,206,535)
— $ (51,442,570) $

(4,510,413)
6,647
3,761,027
64,540
—
29,727,500
(2,126,305)
(7,206,535)
19,716,461

HYRECAR INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization
Stock-based compensation
Changes in operating assets and liabilities:
Accounts receivable
Insurance deposits
Other current assets
Accounts payable
Accrued liabilities
Insurance reserve
Deferred revenues
Net cash used in operating activities

Three Months
Ended March
31,
2021

Three Months
Ended March
31,
2020

$

$

(7,206,535)
19,270
3,767,674

19,157
415,172

(23,461)
(1,000,000)
(235,287)
1,808,861
(3,532,625)
(365,905)
(16,003)
(6,784,011)

CASH FLOWS FROM INVESTING ACTIVITIES:
Net cash used in investing activities

6,131
—
17,637
646,484
(18,914)
120,365
(10,564)
(2,862,748)

—

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from sale of common stock
Offering costs
Proceeds from exercise of warrants
Proceeds from exercise of stock options
Net cash provided by financing activities

—

29,727,500
(1,680,284)
64,540
—
28,111,756

Increase (Decrease) in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash - beginning of period
$

Cash, cash equivalents and restricted cash - end of period

Reconciliation of cash, cash equivalents and restricted cash to the consolidated balance sheets
Cash and cash equivalents
Restricted cash
Total cash, and cash equivalents and restricted cash to the consolidated balance sheets

$

(4,058,216)

—
—
—
28,575
28,575

21,327,745

(2,834,173)

4,923,515
26,251,260

10,657,140
7,822,967

$

$

$

25,499,635
751,625
26,251,260

$

7,822,967
—
7,822,967

Interest expense

$

—

$

19

Income taxes

$

—

$

—

Offering costs within accounts payable

$

446,021

$

—

Reclass of prior year offering costs

$

33,164

$

—

Supplemental disclosures of cash flow information:
Cash paid for:

Non-cash investing and financing activities:

See accompanying notes to the unaudited consolidated financial statements
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HYRECAR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
NOTE 1 – NATURE OF OPERATIONS
HyreCar Inc. (which may be referred to herein as "HyreCar," the "Company," "we," "us" or "our") was incorporated on November 24, 2014
("Inception") in the State of Delaware. The Company's headquarters are located in Los Angeles, California. The Company operates a web-based
marketplace that allows car and fleet owners to rent their cars to Uber, Lyft and other gig economy service drivers safely, securely and reliably. The
consolidated financial statements of HyreCar Inc. are prepared in accordance with accounting principles generally accepted in the United States of America
("U.S. GAAP").
Strategic Partnership and Recent Public Offering
On January 28, 2021, the Company announced new and expanded strategic partnerships to AmeriDrive Holdings to create a national network of
vehicle supply and fleet maintenance operations. The Company entered into Collateral Pledge Agreement with Cogent Bank assigning all right, title and
interest in a Company deposit account of $750,000 plus 5% fees to secure that certain revolving line of credit made by the bank to AmeriDrive.
On February 4, 2021, the Company entered into an underwriting agreement with Lake Street Capital Markets, LLC and Northland Securities, Inc.,
as representatives of the several underwriters, in connection with the public offering (the "2021 offering") of a total of 2,530,000 shares of Company
common stock. The initial closing of the offering occurred on February 8, 2021. The net proceeds from the 2021 offering was approximately $27.6 million,
after deducting the underwriting discounts and commissions and offering expenses payable by the Company.
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Management's Plans
We have incurred operating losses since Inception and historically relied on debt and equity financing for working capital. Throughout the next 12
months, the Company intends to fund its operations through revenue from operations, the remaining capital raised through the 2021 offering described in
Note 1. The funds received from the 2021 offering, our existing capital and the ability to reduce expense levels further if necessary depending on the
duration of the COVID-19 pandemic, causes us to continue to believe the Company has sufficient resources to continue as a going concern.
In March 2020, COVID-19 began spreading rapidly throughout the world, prompting governments and businesses to take unprecedented measures
in response. Such measures included restrictions on travel and business operations, temporary closures of businesses, quarantines and shelter-in-place
orders. The full extent of the future impact of the COVID-19 pandemic on the Company’s operational and financial performance is currently uncertain and
will depend on many factors outside the Company’s control, including, without limitation, the timing, extent, trajectory and duration of the pandemic, the
development and availability of effective treatments and vaccines, and the imposition of protective public safety measures.
Basis of Presentation – Unaudited Interim Financial Information
The unaudited interim consolidated financial statements and related notes have been prepared in accordance with U.S. GAAP for interim financial
information, within the rules and regulations of the United States Securities and Exchange Commission (the "SEC"). Certain information and disclosures
normally included in the annual consolidated financial statements prepared in accordance with U.S. GAAP have been condensed or omitted pursuant to
such rules and regulations. The unaudited interim consolidated financial statements have been prepared on a basis consistent with the audited consolidated
financial statements and in the opinion of management, reflect all adjustments, consisting of only normal recurring adjustments, necessary for the fair
presentation of the results for the interim periods presented and of the financial condition as of the date of the interim consolidated balance sheet. The
financial data and the other information disclosed in these notes to the interim consolidated financial statements related to the three-month periods are
unaudited. Unaudited interim consolidated results are not necessarily indicative of the results for the full fiscal year. These unaudited interim consolidated
financial statements should be read in conjunction with the consolidated financial statements of the Company for the year ended December 31, 2020 and
notes thereto that are included in the Company's Annual Report on Form 10-K.
Basis of Presentation and Use of Estimates
The preparation of consolidated financial statements and accompanying notes in conformity with U.S. GAAP requires management to make
certain estimates and assumptions that affect the reported amounts of assets and liabilities, and the reported amount of revenues and expenses during the
reporting period. Actual results could materially differ from these estimates. It is reasonably possible that changes in estimates will occur in the near term.
All significant intercompany accounts and transactions are eliminated upon consolidation.
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HYRECAR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
The Company’s most significant estimates and judgments involve recognition of revenue and estimates for future contingent customer incentive
obligations, insurance reserves, and the measurement of the Company’s stock-based compensation.
Fair Value of Financial Instruments
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants as of the measurement date. Applicable accounting
guidance provides an established hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use of
unobservable inputs by requiring that the most observable inputs be used when available. Observable inputs are inputs that market participants would use in
valuing the asset or liability and are developed based on market data obtained from sources independent of the Company. Unobservable inputs are inputs
that reflect the Company's assumptions about the factors that market participants would use in valuing the asset or liability. There are three levels of inputs
that may be used to measure fair value:
Level 1 - Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active markets.
Level 2 - Include other inputs that are directly or indirectly observable in the marketplace.
Level 3 - Unobservable inputs which are supported by little or no market activity.
The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when
measuring fair value.
Fair-value estimates discussed herein are based upon certain market assumptions and pertinent information available to management as of March
31, 2021 and December 31, 2020. The respective carrying value of certain on-balance-sheet financial instruments approximated their fair values. These
financial instruments include cash and cash equivalents, accounts payable, and accrued liabilities. Fair values for these items were assumed to approximate
carrying values because of their short-term nature or they are payable on demand.
Cash and Cash Equivalents
For purpose of the consolidated statement of cash flows, the Company considers institutional money market funds and all highly liquid debt
instruments purchased with an original maturity of three months or less to be cash equivalents.
Restricted Cash
Restricted cash consist primarily of amounts held in restricted bank account as collateral for the amount pledged to secure certain revolving line of
credit.
Accounts Receivable
Accounts receivable are reported net of allowance for expected losses. It represents the amount management expects to collect from outstanding
balances. Differences between the amount due and the amount management expects to collect are charged to operations in the year in which those
differences are determined, with an offsetting entry to a valuation allowance. As of March 31, 2021 and as of December 31, 2020, the Company has no
reserve allowance.
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HYRECAR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
Insurance Reserve and Insurance Deposits
The Company records a loss reserve for physical damage and other liability coverage caused to owner vehicles up to the Company's insurance
deductibles or relevant limits. This reserve represents an estimate for both reported accidents claims not yet paid, and claims incurred but not yet reported
and are recorded on a non-discounted basis. The lag time in reported claims is minimal and as such represents a low risk of unreported claims being
excluded from the loss reserve assessment. The adequacy of the reserve is monitored quarterly and is subject to adjustment in the future based upon
changes in claims experience, including the number of incidents for which the Company is ultimately responsible and changes in the cost per claim, or
changes to the Company’s insurance policy which dictates what amounts of a claim will be paid by the Company. Effective March 1, 2021 the Company
entered into a two-year claim adjusting agreement with Sedgwick which included an escrow account requirement of $1,750,000 to be held by Sedgwick for
claim payments. This escrow account is replenished by the Company on a quarterly basis dependent on the actual claims paid during that quarter. As of
March 31, 2021 and December 31, 2020, $1,747,134 and $2,113,039 was included in the accompanying consolidated balance sheets, respectively, related
to the loss reserve, where the expense is included in costs of revenues.
While certain liability claims may take several years to completely settle, the Company's liability exposure limit is generally met in the near term.
Due to our limited operational history, the Company makes certain assumptions based on both currently available information to estimate the insurance
reserves as well as third party claims adjuster data provided on existing claims. A number of factors can affect the actual cost of a claim, including the
length of time the claim remains open, economic and healthcare cost trends and the results of related litigation. Furthermore, claims may emerge in future
periods for events that occurred in a prior period that differs from expectations. Accordingly, actual losses may vary significantly from the estimated
amounts reported in the consolidated financial statements. Reserves are reviewed quarterly and adjusted as necessary as experience develops or new
information becomes known. However, ultimate results may differ from the Company’s estimates, which could result in losses over the Company’s
reserved amounts. Such adjustments are recorded in costs of revenues.
Revenue Recognition
The Company generates the majority of its revenue from its ridesharing marketplace that connects vehicle owners and drivers and the related
insurance issued for each rental. Vehicle owners and drivers agree to terms of service with the Company in order to use the HyreCar platform and enter into
a rental contract that governs each rental. In entering into a rental agreement, the driver is charged in a single transaction: the base rental fee as agreed
upon between the driver and vehicle owner, a 10% HyreCar fee on the base rental fee, and a daily insurance charge (“Insurance and administrative fees”),
all based on the number of days the vehicle is to be rented within the contract. HyreCar retains 15-25% of the base rental fee and remits the remaining
portion to the vehicle owner. The 10% fee collected from the driver and 15-25% retained from the owner are considered “Transaction Fees” and the
recorded on a net basis as described below. The Company recognizes revenue daily during the rental periods as the Company is required to maintain
insurance underlying the transaction and as a customary business practice, a driver can return a vehicle early for a refund of the unused rental period.
Insurance and transaction fees are charged to a driver in a single transaction. Drivers currently do not have an option to decline insurance at any point
during the transaction.
The Company also recognizes revenue from other sources such as referrals, motor vehicle record fees (application fees), late rental fees, and other
fees charged to drivers in specific situations.
In applying the guidance of ASC 606, the Company 1) identifies the contract with the customer, 2) identifies the performance obligations in the
contract, 3) determines the transaction price, 4) determines if an allocation of that transaction price is required to the performance obligations in the
contract, and 5) recognizes revenue when or as the companies satisfies a performance obligation.
Refunds may occur when the driver returns the owner vehicle early based on the terms of the original contract or cancels the rental prior to
completing the exchange. In limited circumstances, the Company provides contingent consideration in the form of a rebate that is redeemable only if the
customer completes a specific level of transaction over a specific time period. In such cases, the rebate or refund obligation is recognized as a reduction of
revenues. The Company defers revenue in all instances when the earnings process is not yet complete.
The following is a breakout of revenue components by subcategory for the three months ended March 31, 2021 and 2020.
Insurance and administration fees
Transaction fees
Other fees
Incentives and rebates
Net revenue

$

$
7

2021
3,748,199 $
3,416,721
331,327
(47,847)

2020
2,873,843
2,558,295
507,477
(159,202)

7,448,400

5,780,413

$

HYRECAR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
Principal Agent Considerations
The Company evaluates our service offerings to determine if we are acting as the principal or as an agent, which we consider in determining if
revenue should be reported gross or net. One of our primary revenue sources is a transaction fee made from a confirmed booking of a vehicle on our
platform. Key indicators that we evaluate to reach this determination include:
●

the terms and conditions of our contracts;

●

whether we are paid a fixed percentage of the arrangement's consideration or a fixed fee for each transaction;

●

the party which sets the pricing with the end-user, has the credit risk and provides customer support; and

●

the party responsible for delivery/fulfillment of the product or service to the end consumer.

We have determined we act as the agent in the transaction for vehicle bookings (Transaction Fees), as we are not the primary obligor of the
arrangement and receive a fixed percentage of the transaction. Therefore, revenue is recognized on a net basis.
For other fees such as insurance, referrals, and motor vehicle records (application fees) we have determined revenue should be recorded on a gross
basis. In such arrangements, the Company sets pricing, has risk of economic loss, has certain credit risk, provides support services related to these
transactions, and has decision making ability about service providers used.
Cost of Revenues
Cost of revenues primarily include direct fees paid for insurance to cover the vehicle driver and owner, insurance claim payments and estimated
liabilities based on the policy in effect at the time of loss, merchant processing fees, technology and hosting costs, and motor vehicle record fees incurred
for paid driver applications. General liability insurance that covers corporate risk from activity on our platform is included in general and administrative
costs.
Advertising
The Company expenses the cost of advertising and promotions as incurred. Advertising expense was $582,244 and $785,228 for the three months
ended March 31, 2021 and 2020, respectively.
Research and Development
We incur research and development costs during the process of researching and developing our technologies and future offerings. Our research
and development costs consist primarily of non-capitalized development and maintenance costs. We expense these costs as incurred unless such costs
qualify for capitalization under applicable guidance.
Stock-Based Compensation
The Company accounts for stock awards issued under ASC 718, Compensation – Stock Compensation. Under ASC 718, stock-based
compensation cost is measured at the grant date, based on the estimated fair value of the award. Stock-based compensation is recognized as expense over
the employee's requisite vesting period and over the nonemployee's period of providing goods or services. The fair value of each stock option or warrant
award is estimated on the date of grant using the Black-Scholes option valuation model. Restricted shares are measured based on the fair market value of
the underlying stock on the grant date.
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HYRECAR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
Stock-based compensation is included in the consolidated statements of operations as follows:
Three Months
Ended March
31,
2021
$
2,405,436
664,463
$
697,775

General and administrative
Sales and marketing
Research and development

Three Months
Ended March
31,
2020
$
281,953
41,282
$
91,937

Loss per Common Share
The Company presents basic loss per share ("EPS") and diluted EPS on the face of the consolidated statements of operations. Basic loss per share
is computed as net loss divided by the weighted average number of common shares outstanding for the period. For periods in which we incur a net loss, the
effects of potentially dilutive securities would be antidilutive and would be excluded from diluted EPS calculations. For the three months ended March 31,
2021 and 2020, there were 251,846 and 2,680,093 options and warrants excluded, and 789,289 and 403,100 restricted stock units excluded, respectively.
Further, there were no forfeitable restricted stock shares excluded for the three months ended March 31, 2021 and 2020.
Concentration of Credit Risk
The Company maintains its cash with a major financial institution located in the United States of America which it believes to be credit
worthy. Balances are insured by the Federal Deposit Insurance Corporation up to $250,000. At times, the Company maintains balances in excess of the
federally insured limits.
Other Concentrations
The Company has historically relied on a single insurance broker and underwriter at any given time to provide all automobile insurance on
vehicles rentals on the HyreCar platform. There are multiple brokers and carriers who issue this type of insurance coverage, and the Company is regularly
reviewing leading insurers in the transportation and mobility sectors as this is an important part of our operations. The Company does not believe the loss
of our current broker or underwriter would have a material effect on our operations.
New Accounting Standards
In February 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No. 2016-02, Leases (Topic
842), specifying the accounting for leases, which supersedes the leases requirements in Topic 840, Leases. The objective of Topic 842 is to establish the
principles that lessees and lessors shall apply to report useful information to users of consolidated financial statements about the amount, timing, and
uncertainty of cash flows arising from a lease. Lessees are permitted to make an accounting policy election to not recognize the asset and liability for leases
with a term of twelve months or less. Lessors' accounting is largely unchanged from the previous accounting standard. In addition, Topic 842 expands the
disclosure requirements of lease arrangements. Lessees and lessors will use a modified retrospective transition approach, which includes several practical
expedients. This guidance is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2021 for emerging
growth companies, with early adoption permitted. The Company has reviewed the provisions of the new standard, but it is not expected to have a
significant impact on the Company.
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HYRECAR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
In December 2019, the FASB issued guidance that simplifies the accounting for income taxes by removing certain exceptions in existing guidance
and improves consistency in application by clarifying and amending existing guidance. This guidance is effective for annual periods beginning after
December 15, 2021, and interim periods within those annual periods, where the transition method varies depending upon the specific amendment. Early
adoption is permitted, including adoption in any interim period. An entity that elects to early adopt the amendments in an interim period should reflect any
adjustments as of the beginning of the annual period that includes that interim period, and all amendments must be adopted in the same period. The
Company has reviewed the provisions of the new standard, but it is not expected to have a significant impact on the Company.
The FASB issues ASUs to amend the authoritative literature in ASC. There have been several ASUs to date, including those above, that amend the
original text of ASC. Management believes that those issued to date either (i) provide supplemental guidance, (ii) are technical corrections, (iii) are not
applicable to us or (iv) are not expected to have a significant impact our consolidated financial statements.
NOTE 3 – COMMITMENTS AND CONTINGENCIES
Settlement and Legal
We are not currently a party to any on-going legal proceedings, and we are not aware of any claims or actions pending or threatened against us. In
the future, we might from time to time become involved in litigation relating to claims arising from our ordinary course of business, the resolution of which
we do not anticipate would have a material adverse impact on our financial position, results of operations or cash flows.
On November 13, 2018, two founders of the Company (the “Claimant Founders”), initiated two lawsuits in the Superior Court of California,
County of San Francisco, entitled Nathaniel Farber v. HyreCar Inc., Case No. CGC-18-571257 and Josiah Larkin v. HyreCar Inc., Case No. CGC-18571258. The complaints for the lawsuits, which were largely duplicative, alleged that the Company breached a Settlement Agreement by and between the
Company and the Claimant Founders by not allowing the Claimant Founders to sell stock in the Company’s initial public offering (“IPO”), failing to
buyback Claimant Founders’ stock at the time of the IPO, allowing the issuance of certain stock without proportionately increasing the stock ownership of
Claimant Founders, and not providing certain required information to the Claimant Founders. The Company strongly disagreed with all of the allegations
and vigorously contested both lawsuits. The Company believe that, at all times, its actions were consistent with the terms, conditions, and context of the
Settlement Agreement, as well as applicable law. Pursuant to a motion brought by the Company, the two lawsuits were joined for pretrial and trial purposes.
As the case progressed, the Claimant Founders narrowed their allegations significantly. Mr. Larkin dismissed all of his claims. Mr. Farber dismissed all of
his allegations except for an allegation that the Company failed to buyback the Claimant Founders’ stock at the time of the IPO. The Company believed
that the remaining claim was without merit, but without admitting fault, agreed to settle any and all claims between the Claimant Founders and the
Company. As part of the settlement, the Company agreed to issue 78,431 shares of the Company’s common stock to Mr. Farber at an agreed upon value of
$200,000.
10

HYRECAR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
NOTE 4 – DEBT AND LIABILITIES
Accrued Liabilities
A summary of accrued liabilities as of March 31, 2021 and December 31, 2020 is as follows:
March 31,
2021
$
347,861
120,000
196,572
24,932
77,303
60,056
$
826,724

Accrued payables
Insurance premiums
Driver deposit
Deferred rent
Payroll liabilities
Other accrued liabilities
Accrued liabilities

December 31,
2020
$
747,361
3,243,509
168,855
46,261
77,303
76,059
$
4,359,348

Notes Payable
On April 13, 2020, the Company entered into a loan with JPMorgan Chase Bank, N.A. as the lender (“Lender”) in an aggregate principal amount
of $2,004,175 pursuant to the Paycheck Protection Program ("PPP") under the Coronavirus Aid, Relief, and Economic Security (CARES) Act. The PPP
Loan is evidenced by a promissory note (“Note”). Subject to the terms of the Note, the PPP Loan bears interest at a fixed rate of one percent (1%) per
annum, with the first six months of interest deferred, has an initial term of two years, and is unsecured and guaranteed by the Small Business
Administration. The Company may apply to the Lender for forgiveness of the PPP Loan, with the amount which may be forgiven equal to the sum of
payroll costs, covered rent, and covered utility payments incurred by the Company during the 24-week period beginning on April 13, 2020, calculated in
accordance with the terms of the CARES Act. The Note provides for customary events of default including, among other things, cross-defaults on any
other loan with the Lender. The PPP Loan may be accelerated upon the occurrence of an event of default.
As of March 31, 2021, the amount payable under the Note is $1,999,175. The PPP Loan proceeds were used for payroll, covered rent and other
covered payments and the loan is expected to be forgiven based on current information available. The Company is in the process of applying to the Lender
for forgiveness of the PPP Loan as of the date of this report and we expect the full PPP Loan amount to be forgiven.
NOTE 5 – STOCKHOLDERS' EQUITY (DEFICIT)
Common Stock
The Company is authorized to issue 50,000,000 shares of common stock, $0.00001 par value per share.
Stock Options
In 2016, the Board of Directors adopted the HyreCar Inc. 2016 Incentive Plan (the "2016 Plan"). The 2016 Plan provides for the grant of equity
awards to highly qualified personnel, including stock options, restricted stock, stock appreciation rights, and restricted stock units to purchase shares of
common stock. Up to 2,227,777 shares of common stock may be issued pursuant to awards granted under the 2016 Plan. The 2016 Plan is administered by
the Board of Directors, and expires ten years after adoption, unless terminated earlier by the Board of Directors.
In 2018, the Board of Directors adopted the HyreCar Inc. 2018 Incentive Plan (the "2018 Plan"). The 2018 Plan provides for the grant of equity
awards to purchase shares of common stock. Three million shares of common stock were initially reserved under the 2018 Plan for issuance pursuant to
awards granted under the 2018 Plan, with share reserve number subject to increases that occur starting in 2021. The 2018 Plan is administered by the Board
of Directors, and expires ten years after adoption, unless terminated earlier by the Board.
No stock options were granted during the three months ended March 31, 2021 or March 31, 2020.
Stock-based compensation expense for the vesting of stock options for the three months ended March 31, 2021 and 2020 was $6,647 and
$252,072, respectively. As of March 31, 2021, the total estimated remaining stock-based compensation expense for unvested stock options is approximately
$4,000 which is expected to be recognized over a weighted average period of 0.2 years.
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HYRECAR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
On April 29, 2020, the Compensation Committee of the Board of Directors approved an exchange (the “Exchange”) of grants under the 2018 Plan
previously made to executive officers and directors of the Company (the “Grantees”). The Board of Directors, upon recommendation from the
Compensation Committee, approved the Exchange on April 29, 2020. Pursuant to the Exchange, the Grantees agreed to the cancellation of options to
purchase an aggregate of 1,487,500 shares of the Company’s common stock under the 2018 Plan in exchange for the issuance of an aggregate of
822,500 shares of fully vested restricted stock under the 2018 Plan.
The Exchange was a cancellation of stock options with a concurrent replacement award and was accounted for as a modification. For the three and
six months ended June 30, 2020, the Company recognized additional compensation expense of $1,434,132 pertaining to this modification. As there was no
future service or performance conditions associated with the replacement award, this compensation cost was fully recognized during the second quarter of
2020.
Restricted Stock Units and Shares Issued for Services
During the three months ended March 31, 2021, the Company granted 390,366 and 265,000 restricted stock units to the employees and executives,
respectively, of which a large portion was vested upon issuance. Further, the restricted stock units granted to the executives are subject to their acceptance.
Stock-based compensation related to restricted stock units for the three months ended March 31, 2021 and 2020 was $3,761,027 and $163,100,
respectively. As of March 31, 2021, unrecognized compensation expense related to the unvested restricted stock units is $5,721,961 and is expected to be
recognized over approximately 3.0 years. As of March 31, 2021, approximately 670,983 of vested restricted stock units have yet to be issued.
During the three months ended March 31, 2020 and year ended December 31, 2020, the Company granted a contractor 100,000 restricted stock
units that vest based on specified milestones and business objectives. None of these milestones or objectives have been achieved to date and none are
expected to vest under current circumstances.
Warrants
During the three months ended March 31, 2021, several warrant holders exercised an aggregate of 20,232 warrants for total proceeds from the
exercise of $64,540. There were also 199,617 warrants exercised in cashless exercises resulting in 61,484 shares of common stock being issued.
NOTE 6 – RELATED PARTY TRANSACTIONS
Insurance
The president of the Company’s former primary insurance broker through June 2020 is also a minority Company stockholder and holder of
warrants. As of March 31, 2021 and December 31, 2020, the Company had outstanding balances to the insurer totaling $0 and $144,669, included in
accounts payable or accrued liabilities, respectively. During the three months ended March 31, 2021 and 2020, the Company paid the insurer approximately
$0 and $1,388,000, respectively. On June 15, 2020, the Company completed moving its primary and excess automobile insurance liability programs over to
a new insurance broker and is no longer using the related party broker.
NOTE 7 – SUBSEQUENT EVENTS
On April 12, 2021, the Company granted a total of 206,068 restricted stock units to certain members of the Board of Directors.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of our financial condition and results of operations should be read together with our unaudited financial
statements and related notes appearing elsewhere in this Quarterly Report on Form 10-Q and our audited financial statements and related notes for the
year ended December 31, 2020 included in our most recent Annual Report on Form 10-K. In addition to historical information, this discussion and
analysis contains forward-looking statements that involve risks, uncertainties and assumptions. Our actual results may differ materially from those
anticipated in these forward-looking statements as a result of certain factors. We discuss certain factors that we believe could cause or contribute to these
differences below and elsewhere in this Quarterly Report on Form 10-Q.
Our Company
We operate in the car sharing marketplace for ride sharing through our proprietary platform. The Company has established a leading presence in
Transportation as a Service (TaaS) through vehicle owners and institutions, such as franchise car dealerships, independent car dealerships and rental car
companies, who have been disrupted by automotive asset sharing. We are based in Los Angeles, California and car owners and drivers currently use the
platform nationwide. Our unique revenue opportunity for both owners and drivers are providing a safe, secure, and reliable marketplace. We categorize our
operations into one reportable business segment: Rental, consisting primarily of our vehicle rental operations in the United States.
Business and Trends
We generate revenue by taking a fee out of each rental processed on our platform. Each rental transaction represents a ride-sharing service driver
(each, a "Driver") renting a car from a participating car owner (each, an "Owner"). Drivers pay a daily rental rate set by the Owner, plus a 10% HyreCar
Driver Fee and direct daily insurance costs. Owners receive their daily rental rate minus a 15-25% HyreCar Owner Fee. For example, as of March 31, 2021,
the average daily rental rate of a HyreCar vehicle nationally is approximately $36.00 ("Daily Rental Rate"), plus a 10% HyreCar Driver fee ($3.60) and
daily direct insurance fee of $13.00, totaling $52.60 in total daily gross billings in paid by the Driver via a credit card transaction. On average
approximately 80% of the daily rental is transferred to the Owner via our merchant processing partner. HyreCar earns revenues from the two revenue share
fees and the insurance totaling approximately $24.16 per day. Accordingly, the GAAP reportable revenue recognized by HyreCar is $24.16 in this example
transaction as detailed in the following table:
Daily Gross Revenue Example

Daily Net (GAAP) Revenue Example

National Average Daily Rental Rate

$

36.00

HyreCar Owner Fee (~21% average)

$

7.56

Driver Fee

$

3.60

HyreCar Driver Fee (10% rate)

$

3.60

Daily Insurance Fee

$

13.00

Insurance Fee (100% of fee)

$

13.00

Daily Gross Billing Paid by Driver

$

52.60

Daily Average Net Revenue

$

24.16

Gross billing is an important measure by which we evaluate and manage our business. We define gross billings as the amount billed to Drivers,
without any adjustments for amounts paid to Owners or refunds. It is important to note that gross billing is a non-GAAP measure and as such, is not
recorded in our consolidated financial statements as revenue. However, we use gross billings to assess our business growth, scale of operations and our
ability to generate gross billings is strongly correlated to our ability to generate revenues. Gross billings may also be used to calculate net revenue margin,
defined as the company's GAAP reportable revenue over gross billings. Using the definition of net revenue margin and the example above, HyreCar's net
revenue margin is equal to approximately 46.4% ($7,448,400 HyreCar's GAAP revenue over $16,056,275 Total Gross Billings). A breakout of revenue
components is provided in the section of this Quarterly Report on Form 10-Q titled "Management's Discussion and Analysis of Financial Condition and
Results of Operations" and the footnotes to the consolidated financial statements.
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Non-GAAP Financial Measures
Gross Billings
Gross billing is an important measure by which we evaluate and manage our business. We define gross billings as the amount billed to Drivers,
without any adjustments for amounts paid to Owners or refunds. Gross billings include transactions from both our revenues recorded on a net and a gross
basis. It is important to note that gross billing is a non-GAAP measure and as such, is not recorded in our consolidated financial statements as revenue.
However, we use gross billings to assess our business growth, scale of operations and our ability to generate gross billings is strongly correlated to our
ability to generate revenues. Gross billings may also be used to calculate net revenue margin, defined as the Company's GAAP reportable revenue over
gross billings.
The following table provides a reconciliation of our GAAP reported revenues to gross billings for the three months ended March 31, 2021 and
2020:

Revenues (U.S. GAAP reported revenues)
Add: Refunds, rebates and deferred revenue
Add: Owner payments (not recorded in financial statements)
Gross billings (non-U.S. GAAP measure not recorded in financial statements)

Three Months
Ended March
31,
2021
$
7,448,400
529,324
8,081,050
$ 16,056,275

Three Months
Ended March
31,
2020
$
5,780,413
428,529
6,931,756
$ 13,140,698

Adjusted EBITDA
Adjusted EBITDA is a key performance measure that our management uses to assess our operating performance and the operating leverage in our
business. Because Adjusted EBITDA facilitate internal comparisons of our historical operating performance on a more consistent basis, we use these
measures for business planning purposes. We expect Adjusted EBITDA will increase over the long term as we continue to scale our business and achieve
greater efficiencies in our operating expenses.
We calculate Adjusted EBITDA as net loss, adjusted to exclude:
●

other income (expense), net;

●

provision for income taxes;

●

depreciation and amortization;

●

stock-based compensation expense; and

●

prior expenses expected to be settled in stock included in liabilities.

For more information regarding the limitations of Adjusted EBITDA and a reconciliation of net loss to Adjusted EBITDA, see the section titled
"Reconciliation of Non-GAAP Financial Measures."
Reconciliation of Non-GAAP Financial Measures
We use Adjusted EBITDA in conjunction with GAAP measures as part of our overall assessment of our performance, including the preparation of
our annual operating budget and quarterly forecasts, to evaluate the effectiveness of our business strategies, and to communicate with our board of directors
concerning our financial performance. Our definitions may differ from the definitions used by other companies and therefore comparability may be limited.
In addition, other companies may not publish these or similar metrics. Furthermore, these measures have certain limitations in that they do not include the
impact of certain expenses that are reflected in our consolidated statements of operations that are necessary to run our business. Thus, our Adjusted
EBITDA should be considered in addition to, not as substitutes for, or in isolation from, measures prepared in accordance with GAAP.
We compensate for these limitations by providing a reconciliation of Adjusted EBITDA to the related GAAP financial measures, revenue and net
loss, respectively. We encourage investors and others to review our financial information in its entirety, not to rely on any single financial measure and to
view Adjusted EBITDA in conjunction with their respective related GAAP financial measures.
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The following table provides a reconciliation of net loss to Adjusted EBITDA for the three months ended March 31, 2021 and 2020:

Net loss
Adjusted to exclude the following:
Other expense (income), net
Provision for income taxes
Depreciation and amortization
Stock-based compensation expense
Prior expenses expected to be settled in stock included in liabilities
Adjusted EBITDA

Three Months Three Months
Ended March
Ended March
31,
31,
2021
2020
$ (7,206,535) $ (4,058,216)

$

423
—
19,270
3,767,674
—
(3,419,168) $

(29,629)
800
19,157
415,172
363,155
(3,289,561)

Our operating results are subject to variability due to seasonality, macroeconomic conditions such as COVID-19 pandemic and other factors. Car
rental volumes tend to be associated with travel and driving holidays, where there is an influx of Uber and Lyft demand. Thus far in 2021, we have
continued to operate in an uncertain and uneven economic environment marked by heightened economic and geopolitical risks due to the COVID19 pandemic.
Our objective is to focus on strategically accelerating our growth, strengthening our position as a leading provider of vehicle rental services to
ridesharing (Lyft and Uber) and delivery (Door Dash, Instacart, Postmates) drivers, continuing to enhance our customers' rental experience, and controlling
costs and driving efficiency throughout the organization. We operate in a high growth industry and we expect to continue to face challenges and risks. We
seek to mitigate our exposure to risks in numerous ways, including delivering upon our core strategic initiatives, continued growth of fleet levels to match
changes in demand for vehicle rentals, and appropriate investments in technology.
Some highlights for the three months ended March 31, 2021 include:
●

Net rental days totaled approximately 300,228 rental days for the three months ended March 31, 2021, an increase of approximately 70,928
rental days or 30.9% over the 229,300 rental days recognized during the three months ended March 31, 2020, as the Company continued to
expand its presence in key markets.

●

Net revenues totaled $7.4 million for the three months ended March 31, 2021, an increase of $1.7 million or 28.9% from $5.8 million
recognized during the three months ended March 31, 2020, primarily as a result of the higher net rental days.

●

Cost of sales totaled $4.7 million for the three months ended March 31, 2021, an increase of $1.1 million or 30.8% from $3.6 million
recognized during the three months ended March 31, 2020. The increase was primarily attributed to higher insurance premium from
increased rental days during the period.

●

Gross profit totaled $2.7 million for the three months ended March 31, 2021, an improvement of $0.6 million or 25.6% from $2.2 million
recognized during the three months ended March 31, 2020. As a result, the Gross Profit Margin slightly decrease to 36.7% for the three
months ended March 31, 2021 from 37.6% for the three months ended March 31, 2020. The increase in gross profit was primarily attributed
to higher rental days partially offset by increase in cost of sales particularly the insurance costs.

●

Operating expenses, consisting of general and administrative, sales and marketing, and research and development expenses, totaled $9.9
million for the three months ended March 31, 2021, an increase of $3.7 million or 58.7% over $6.3 million recognized during the three
months ended March 31, 2020. The increase in operating expenses was related to the scaling of our business across all functional areas and
an increase in non-cash stock-based compensation expense. Cash operating expenses were approximately $6.1 million for the three months
ended March 31, 2021 after excluding the stock-based compensation expense which was higher due to the annual equity grants.

●

Net loss totaled $7.2 million for the three months ended March 31, 2021, an increase of $3.1 million or approximately 77.6% over the $4.1
million net loss recognized during the three months ended March 31, 2020. The increase in net loss was driven by the higher operating costs
and non-cash stock-based compensation expense noted above, partially offset by the higher net revenues recognized during the three months
ended March 31, 2021.

●

Adjusted EBITDA (which is a non-GAAP financial measure as described above) totaled ($3.4) million for the three months ended March
31, 2021, a minimal decrease of $0.1 million or 3.0% from ($3.3) million recognized for the prior year quarter ended March 30, 2020.
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Management's Plan
We have incurred operating losses since Inception and historically relied on debt and equity financing for working capital. Going forward, the
Company intends to fund its operations through increased revenues from operations and the funds raised through recent public securities offerings. We
completed an underwritten public equity offering on February 9, 2021, consisting of an aggregate of 2,530,000 million shares of our common stock at a
public offering price of $11.75 per share, which included the exercise in full of the underwriters’ option. This provided approximately $29.7 million in
gross proceeds to the Company, before underwriting expenses and other costs. As a result, the Company believes it currently is sufficiently capitalized to
pursue expanded business opportunities into the 2021 fiscal year.
With over 300,000 quarterly rental days in the first quarter, our annualized rental day run rate has increased to over 1,200,000 per year. Our
business model and platform allow us to potentially leverage new opportunities and create a larger market with ridesharing, food and package delivery
services, and delivery now accounting for more than half. We expect to realize steady revenue growth through 2021.
The Company announced a new strategic partnership with AmeriDrive Holdings to create a national network of vehicle supply and fleet
maintenance operations in January 2021 and is in the process of expanding operations starting in the Southeast United States. On February 10,
2021, TrueCar announced a partnership with HyreCar to provide its car sharing marketplace with a modern digital car buying and trade-in solution.
The TrueCar partnership offers a potential way to address this significant market in a relevant and effective manner for dealers and
customers. TrueCar helps create awareness that vehicle dealers can benefit from serving the Transportation -as-a-Service ("TaaS") industry via
the Company's platform. We believe both the AmeriDrive and TrueCar relationships enhance HyreCar’s opportunity to increase revenue and profitability
during the current fiscal year.
Based on the capital currently on hand, as well as increasing revenue levels through the normal course of business, we believe the Company’s has
sufficient resources to continue to operate its business for at least the next 12 months. Our current geographic footprint with volumes of quarterly rental
days and net revenues from the quarters ended March 31, 2019 through March 31, 2021, is detailed below.

Components of Our Results of Operations
The following describes the various components that make up our results of operations, discussed below:
Revenue is earned from fees associated with matching Drivers to Owners of cars that meet the strict requirements imposed by ride-sharing
services such as Uber and Lyft with Drivers. A Driver will typically rent a car through one transaction via our on-line marketplace. We recognize GAAP
reportable revenue primarily from a transaction fee and an insurance fee when a car is rented on our platform when the Company, 1) identifies the contract
with the customer, 2) identifies the performance obligations in the contract, 3) determines the transaction price, 4) determines if an allocation of that
transaction price is required to the performance obligations in the contract, and 5) recognizes revenue when or as the Company satisfies a performance
obligation.
Cost of revenues primarily include direct fees paid for driver insurance, insurance claim payments based on the policy in effect at the time of loss,
merchant processing fees, technology and hosting costs, and motor vehicle record fees incurred for paid driver applications.
General and administrative costs include all corporate and administrative functions that support our business. These costs also include payroll for
officers and operational staff, stock-based compensation expense, consulting costs, professional fees, and other costs that are not included in cost of
revenues. Research and development costs are related to activities such as user experience and user interface development, database development and
maintenance, and technology related expenses to research, improve, implement, or maintain technology and systems utilized throughout our enterprise.
Research and development costs are expensed as incurred. Sales and marketing expenses primarily consist of personnel-related compensation costs,
commissions expenses, advertising expenses, and marketing partnerships with third parties. Sales and marketing costs are expensed as incurred.
Other income/expense includes non-operating income and expenses including interest income and expense.
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Results of Operations
Three Months Ended March 31, 2021 compared to Three Months Ended March 31, 2020
Revenues and Gross Profit. Revenues totaled $7.4 million for the three months ended March 31, 2021, an increase of $1.7 million or 28.9% over
the $5.8 million of revenues recognized during the three months ended March 31, 2020. Gross profit totaled $2.7 million for the three months ended March
31, 2021, an increase of $0.6 million or 25.6% over the $2.2 million gross profit recognized during the three months ended March 31, 2020. As a result, the
Gross Profit Margin slightly decreased to 36.7% for the three months ended March 31, 2021 from 37.6% for the three months ended March 31, 2020. The
increase in revenues was primarily attributed to higher rental days partially offset by increase in insurance costs particularly on the insurance premium and
claims expenses.
Operating Expenses. Operating expenses, consisting of general and administrative, sales and marketing, and research and development expenses
totaled $9.9 million for the three months ended March 31, 2021, an increase of $3.7 million or 58.7% over $6.3 million recognized during the three months
ended March 31, 2020. The increase in operating expenses was related to the scaling of our business across all functional areas and one-time non-cash
stock-based compensation expense of annual equity grants. General and administrative expenses totaled $5.7 million for the three months ended March 31,
2021, an increase of $2.5 million or 76.7% over $3.2 million recognized during the three months ended March 31, 2020. The increases were primarily
attributed to increase in non-cash stock-based compensation expense, salaries, operations and support functions. Sales and marketing expenses totaled $2.7
million for the three months ended March 31, 2021, an increase of $0.4 million or 18.2% over $2.3 million of sales and marketing expenses recognized
during the three months ended March 31, 2020. The increase was primarily attributed to increase in non-cash stock-based compensation expense
and commissions expense and partially offset by savings achieved through utilization of digital advertising. Research and development expenses totaled
$1.5 million for the three months ended March 31, 2021, an increase of $0.8 million or 105.3% over $0.7 million of research and development
expenses recognized during the three months ended March 31, 2020. The increase was primarily attributed to increases in non-cash stock-based
compensation expense and growth in the technology team related to the enhancement and maintenance of our digital marketplace technology platform.
Loss from Operations. Loss from operations totaled $7.2 million for the three months ended March 31, 2021, an increase of $3.1 million or 76.3%
over 4.1 million for the three months ended March 31, 2020. The increase in loss from operations was driven by the higher operating costs and non-cash
stock-based compensation expense described above, partially offset by the higher net revenues recognized during the three months ended March 31, 2021.
Other (Income) Expense. Other (Income) Expense totaled $423 for the three months ended March 31, 2021, a decrease of $30,052 in income or
101.4% compared to $29,629 of income for the three months ended March 31, 2020. The decrease in income was primarily due to lower interest income
and partially offset by non-operational expenses and loan interest expense.
Net Loss. Net loss totaled $7.2 million for the three months ended March 31, 2021, an increase of $3.1 million or 77.6% over $4.1
million recognized during the three months ended March 31, 2020. The increase in net loss was driven by the higher operating costs and non-cash stockbased compensation expense described above, partially offset by the higher net revenues recognized during the three months ended March 31, 2021.
Liquidity and Capital Resources
As of March 31, 2021, our principal sources of liquidity were cash and cash equivalents of $25,499,635 compared to $4,923,515 as of December
31, 2020. Cash and cash equivalents include money market deposit accounts denominated in U.S. dollars.
In February 9, 2021, we received net proceeds of $27.6 million upon the completion an underwritten public offering of an aggregate of 2,530,000
million shares of common stock at a public offering price of $11.75 per share, after deducting underwriting discounts and commissions and offering
expenses.
We have primarily financed our operations through proceeds from public offerings, PPP loan proceeds, in addition to revenues received through
our platform. As a result of the February 2021 financing, we believe our existing cash and cash equivalents and proceeds from revenue generating activities
will be sufficient to meet our working capital and capital expenditures needs over at least the next 12 months more fully described in Management's Plan
above.
Our future capital requirements will depend on many factors, including, but not limited to our growth, our ability to attract and retain drivers and
car owners on our platform, the continuing market acceptance of our service offerings, the timing and extent of spending to support our efforts to improve
our customer experience, actual insurance payments for which we have made reserves, the timing and extent of investment we are making in policy,
government relations, and the expansion of sales and marketing activities. Further, we may in the future enter into arrangements to acquire or invest in
businesses, products, services and technologies. We may decide to, or be required to, seek additional equity or debt financing for any of these reasons, or
others that may arise. If we are unable to raise capital in the future, we may need to curtail expenditures by scaling back certain sales and marketing
expenses.
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Cash Flows
Net cash used in operating activities was $6,784,011 for the three months ended March 31, 2021. This consisted primarily of a net loss of
$7,206,535 offset by non-cash stock-based compensation expense of $3,767,674 largely driven by the recognition of costs related to restricted stock units
annual equity grants. Additionally, there was an increase in accounts payable of $1,808,861 and offset by decrease insurance reserves of $365,905 and
accrued liabilities $3,532,625. The decrease in accrued liabilities was primarily driven by the insurance premiums accrual for the three months ended
March 31, 2021 compared for the year ended December 31, 2020 wherein the revised contract allowed deferral of payment for approximately six months.
Net cash used in operating activities was for the three months ended March 31, 2020 resulted in cash outflows of $2,862,748. This consisted
primarily of a net loss of $4,058,216 offset by non-cash stock-based compensation expense of $415,172 and non-cash depreciation and amortization of
$19,157. Additionally, there was an increase in accounts payable of $646,484 partially offset by decrease in accrued liabilities of $120,365.
Net cash provided by financing activities was $28,111,756 for the three months ended March 31, 2021, which primarily consists of gross proceeds
from the sale of common stock in our February 2021 public offering of $29,727,500, proceeds from the exercise of warrants of $64,540, partially offset by
offering costs of $1,680,284.
Net cash provided by financing activities was $28,575 for the three months ended March 31, 2020, which primarily consists of proceeds from the
exercise of warrants and stock options.
Capital Management
We aim to manage capital so that we will maintain optimal returns to shareholders and benefits for other stakeholders. We also aim to maintain a
capital structure that ensures the lowest cost of capital available to the Company. We regularly review the Company’s capital structure and seek to take
advantage of available opportunities to improve outcomes for the Company and its shareholders.
For the three months ended March 31, 2021 and 2020, there were no dividends paid and we have no plans to commence the payment of dividends.
We have no current plans to issue further shares on the market but will continue to assess market conditions and the Company’s cash flow requirements to
ensure the Company is appropriately funded.
Except for PPP Loans, there is no significant external borrowing at the reporting date. Neither the Company nor any of the subsidiaries are subject
to externally imposed capital requirement.
Critical Accounting Policies, Judgments, and Estimates
Our consolidated financial statements and the related notes thereto are prepared in accordance with GAAP. The preparation of condensed
consolidated financial statements also requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, costs
and expenses and related disclosures. We base our estimates on historical experience and on various other assumptions that we believe to be reasonable
under the circumstances. Actual results could differ significantly from our estimates. To the extent that there are differences between our estimates and
actual results, our future financial statement presentation, financial condition, results of operations and cash flows will be affected. There have been no
material changes to our critical accounting policies and estimates as of March 31, 2021.
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Off-Balance Sheet Arrangements
We have no off-balance sheet arrangements (as defined in the rules and regulations of the SEC) that have or are reasonably likely to have a current
or future effect on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or
capital resources that is material investors.
Recently Issued Accounting Pronouncements
A description of recently issued accounting pronouncements that may potentially impact our financial position and results of operations is
disclosed in Note 2 to our financial statements appearing in this Quarterly Report on Form 10-Q.
Emerging Growth Company Status
Section 107 of the JOBS Act provides that an emerging growth company can take advantage of the extended transition period provided in Section
7(a)(2)(B) of the Securities Act for complying with new or revised accounting standards. In other words, an emerging growth company can delay the
adoption of certain accounting standards until those standards would otherwise apply to private companies. We have elected to take advantage of the
benefits of this extended transition period. Our financial statements may, therefore, not be comparable to those of companies that comply with such new or
revised accounting standards.
Item 3. Quantitative and Qualitative Disclosures about Market Risk
The Company is not required to provide the information required by this Item as it is a "smaller reporting company," as defined in Rule 229.10(f)
(1).
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Item 4. Controls and Procedures
Limitations on Effectiveness of Controls and Procedures
The term "disclosure controls and procedures," as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, refers to controls and
procedures that are designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act
is recorded, processed, summarized and reported, within the time periods specified in the SEC's rules and forms. Disclosure controls and procedures
include, without limitation, controls and procedures designed to ensure that information required to be disclosed by a company in the reports that it files or
submits under the Exchange Act is accumulated and communicated to the Company's management, including its principal executive and principal financial
officers, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure.
In designing and evaluating our disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well
designed and operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of disclosure controls and
procedures must reflect the fact there are resource constraints and management are required to apply judgment in evaluating the benefits of possible
controls and procedures relative to their costs.
Evaluation of Disclosure Controls and Procedures
Our management, with the participation of our Principal Executive Officer and Principal Financial Officer, evaluated, as of the end of the period
covered by this Quarterly Report on Form 10-Q, the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e)
under the Exchange Act of 1934). Based on that evaluation, our Principal Executive Officer and Principal Financial Officer concluded our disclosure
controls and procedures were effective as of March 31, 2021.
Changes in Internal Control Over Financial Reporting
There was no change in our internal control over financial reporting identified in management's evaluation pursuant to Rules 13a-15(f) and 15d15(f) under the Exchange Act) has occurred during the three months ended March 31, 2021 that has materially affected, or is reasonably likely to materially
affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1. Legal Proceedings
We are not currently a party to any on-going legal proceedings, and we are not aware of any claims or actions pending or threatened against us. In
the future, we might from time to time become involved in litigation relating to claims arising from our ordinary course of business, the resolution of which
we do not anticipate would have a material adverse impact on our financial position, results of operations or cash flows.
Item 1A. Risk Factors
Our business, financial condition, results of operations, and cash flows may be impacted by a number of factors, many of which are beyond our
control, including those set forth in our most recent Annual Report on Form 10-K for the year ended December 31, 2020, the occurrence of any one of
which could have a material adverse effect on our actual results.
There have been no material changes to the Risk Factors previously disclosed in our Annual Report on Form 10-K for the year ended December
31, 2020.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
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Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
None.
Item 6. Exhibits
Exhibit
Number

Exhibit Description

Form

Incorporated by Reference
File No.
Exhibit
Filing Date

Filed
Herewith

3.1

Amended and Restated Certificate of Incorporation of the
Registrant.

S-1

333-225157

3.5

May 23, 2018

3.2

Amended and Restated Bylaws of the Registrant

S-1

333-225157

3.7

May 23, 2018

31.1

Certification of Principal Executive Officer pursuant to Rules 13a14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

X

31.2*

Certification of Principal Executive Officer Pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the SarbanesOxley Act of 2002.

X

32.1

Certification of Principal Financial Officer pursuant to Rules 13a14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

X

32.2*

Certification of Principal Financial Officer Pursuant to 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the SarbanesOxley Act of 2002.

X

101.INS

XBRL Instance Document

X

101.SCH

XBRL Taxonomy Extension Schema Document

X

101.CAL

XBRL Taxonomy Extension Calculation Linkbase Document

X

101.DEF

XBRL Taxonomy Extension Definition Linkbase Document

X

101.LAB

XBRL Taxonomy Extension Label Linkbase Document

X

101.PRE

XBRL Taxonomy Extension Presentation Linkbase Document

X

+

Indicates a management contract or compensatory plan or arrangement.

*

This certification is deemed not filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (Exchange Act), or otherwise
subject to the liability of that section, nor shall it be deemed incorporated by reference into any filing under the Securities Act of 1933, as amended,
or the Exchange Act.
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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.
HyreCar Inc.
Date: May 13, 2021

By:

/s/ Joseph Furnari
Joseph Furnari
Chief Executive Officer
(Principal Executive Officer)

HyreCar Inc.
Date: May 13, 2021

By:
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/s/ Scott Brogi
Scott Brogi
Chief Financial Officer
(Principal Financial and Accounting Officer)

EXHIBIT 31.1
Certification Pursuant to Section 302 of the Sarbanes - Oxley Act of 2002
I, Joseph Furnari, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of HyreCar 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(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:
(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) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
(c) 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
(d) 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(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) 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: May 13, 2021

By:
Name:
Title:

/s/ Joseph Furnari
Joseph Furnari
Chief Executive Officer
(Principal Executive Officer)

EXHIBIT 31.2
Certification Pursuant to Section 302 of the Sarbanes - Oxley Act of 2002
I, Scott Brogi, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of HyreCar 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(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:
(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) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
(c) 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
(d) 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(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) 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: May 13, 2021

By:
Name:
Title:

/s/ Scott Brogi
Scott Brogi
Chief Financial Officer
(Principal Financial and Accounting Officer)

EXHIBIT 32.1
CERTIFICATIONS
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(Subsections (A) and (B) of Section 1350, Chapter 63 of Title 18, United States Code)
Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code), I,
Joseph Furnari, Chief Executive Officer of HyreCar Inc., a Delaware corporation (the “Company”), hereby certify, to my knowledge, that:
The Quarterly Report on Form 10-Q for the quarter ended March 31, 2021 (the “Form 10-Q”) of the Company fully complies with the requirements
of section 13(a) or 15(d) of the Securities Exchange Act of 1934, and information contained in the Form 10-Q fairly presents, in all material respects, the
financial condition and results of operations of the Company.
Date: May 13, 2021

By:
Name:
Title:

/s/ Joseph Furnari
Joseph Furnari
Chief Executive Officer
(Principal Executive Officer)

EXHIBIT 32.2
CERTIFICATIONS
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(Subsections (A) and (B) of Section 1350, Chapter 63 of Title 18, United States Code)
Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code), I,
Scott Brogi, Chief Financial Officer of HyreCar Inc., a Delaware corporation (the “Company”), hereby certify, to my knowledge, that:
The Quarterly Report on Form 10-Q for the quarter ended March 31, 2021 (the “Form 10-Q”) of the Company fully complies with the requirements
of section 13(a) or 15(d) of the Securities Exchange Act of 1934, and information contained in the Form 10-Q fairly presents, in all material respects, the
financial condition and results of operations of the Company.
Date: May 13, 2021

By:
Name:
Title:

/s/ Scott Brogi
Scott Brogi
Chief Financial Officer
(Principal Financial and Accounting Officer)

