OFFERING MEMORANDUM

PART 11 OF OFFERING STATEMENT (EXHIBIT A TO FORM C}

Epec Holdings, Inc. (fk/a Epec Biofuels, Inc.}

1776 Pine Island Rd.
Suite 316
Plantation, FL 33522

http:/Awww.jamesfchyde.comy

2)

&

A crowdfinding investment involves risk. Yom shonld not invest any funds in this
offering unless yom can afford to lose your entire investment.

In making an investment decision, investors must rely on their own examination of
the issuer and the terms of the offering, including the merits and risks involved. These
securities have not been recommended or approved by any federal or state securities
commission or Tegulatory mrthority. Furthermore, these amthorities have not passed
upon the accaracy or adequacy of this dorament.

The U.58. Securities and Exchange Commission does not pass upon the merits of amy
securities offered or the terms of the offering, nor does it pass upon the accuracy or
completeness of any offering docwment or literature.

These secarities are offered under an exemption from registration; however, the U.5.
Securities and Exchange Commission has not made an independent determination
that these securities are exemipt from registration.



THE OFFERING

INVESTMENT OPPORTUNITY
Convertible Promissory Notes
Maximum ($308,000) of Convertible Promissory Notes

Minimum ($10,000) of Convertible Promissory Notes

Company Epec Holdings, Inc.
Physical Address 1776 Pine Island Road, Suite 316 Plantation, Florida 33322

Description of Business Pioneering a Gluten Free, 100% American-grown sorghum

whiskey
Type of Security Offered Convertible Promissory Note
Minimum Investment $100

Amount (per investor)

CONVERTIBLE PROMISSORY NOTES TERMS

Note converts to CF Shadow Series Stock when the company raises $1,000,000 in a
Qualified Financing.

“CF Shadow Series Stock” means a series of capital stock of the Company that is
identical in all respects to the shares of capital stock issued in the relevant Qualified
Financing (or, in case there is no Qualified Financing, the common stock of the
Company); provided, however, that:

(i) the shareholders of such series shall have no voting rights and shall not be
entitled to vote on any matter that is submitted to a vote or for the consent of the
shareholders of the Company;

(ii) on any matter to which the shareholders of such series are entitled to vote by
law, such holders shall be required to vote in line with the majority of the holders
of common stock and preferred stock of the Company; and

(iii) the shareholders of such series shall not be entitled to have information or
inspection rights, except with respect to such rights deemed not waivable by laws

Maturity Date: April 30, 2019



If no Qualified Financing by the Maturity Date, the Notes convert into CF Shadow
Series Stock according to the terms below.

3% Annual Interest Rate*

*Annual Interest Rate subject to adjustment 10% bonus for StartEngine shareholders.
See 10% Bonus below

If you invest DURING the First 30 Days:

$3,850,000.00 Valuation Cap

If no Qualified Financing by the Maturity Date, the Notes convert into CF Shadow
Series Stock at;

Price Per Share = $3,850,000.00 Valuation Cap / 103,085,609 shares

If you invest AFTER the first 30 Days:

$4,812,500.00 Valuation Cap

If no Qualified Financing by the Maturity Date, the Notes convert into CF Shadow
Series Stock at;

Price Per Share = $4,812,500.00 Valuation Cap / 103,085,609 shares

Convertible Note Terms

This convertible note offers you the right to receive shares in EPEC Holdings, Inc.
upon the occurrence of certain events. The number of shares you may receive in the
future will be determined at the next equity round in which the Company raises at
least $1,000,000 in qualified equity financing.

If you invest during the first 30 days, the highest conversion price per share is set
based on a $3,850,000 Valuation Cap or if less, then you will receive the price the new
investors are purchasing equity.

If you invest after the first 30 days, the highest conversion price per share is set based
on a $4,812,500 Valuation Cap or if less, then you will receive the price at which the
new investors are purchasing equity.

You also receive 3% interest per year added to your investment. When the maturity
date is reached, if the note has not converted yet, then the notes convert into CF
Shadow Series Stock at a predetermined price that equals valuation cap of your Note
divided by 103,085,609.



The 10% Bonus for StartEngine Shareholders

Epec Holdings, Inc. will offer a 10% bonus on the annual interest rate for all
investments that are committed by StartEngine Crowdfunding Inc. shareholders (with
= $1,000 invested in the StartEngine Reg A+ campaign) within 24 hours of this
offering going live.

StartEngine shareholders who have invested $1,000+ in the StartEngine Reg A+
campaign will receive a 10% increase in the annual interest rate on Convertible
Promissory Notes in this Offering if they invest within a 24-hour window of their
campaign launch date. For example, if invest in the first 24 hours, your annual
interest rate will be 3.3% instead of 3%.

This 10% Bonus is only valid for one year from the time StartEngine Crowdfunding
Inc. investors receive their countersigned StartEngine Crowdfunding Inc. subscription
agreement.

Multiple Closings

If we reach the target offering amount prior to the offering deadline, we may conduct
the first of multiple closings of the offering early, if we provide notice about the new
offering deadline at least five business days prior (absent a material change that
would require an extension of the offering and reconfirmation of the investment
commitment).

THE COMPANY AND ITS BUSINESS
The company's business

Epec, from its inception, has been focused on capitalizing on the unique properties of
the sorghum crop and its sugars, and on developing technology and value added
products which leverage those properties. Within that context, Epec, has made its first
strategic investment to date in Delta Bio Renewables, an emerging company that
shares a common vision for a sorghum sugar value chain and is engaged in
complementary activities. Further, Epec founded two wholly-owned subsidiaries, The
Sorgho Alliance Corp. and Epic Spirits, Inc., to further complement the Company's
core mission and provide additional revenue opportunities. More information on these
Supply Chain Partners ("SCPs") is found below.

We believe that by making strategic investments in SCPs we can: (1) acquire a
material, if not entire, equity stake in complementary businesses; (2) obtain a
proprietary interest in a technology or a strategic core competency; and (3) assert a
degree of influence and control (by obtaining board seats) over our SCPs. This method
enables us to make these gains in a manner that does not require significant capital
with reduced execution risk.

Our early research into potential value add uses for sorghum sugar explored its



potential as a feedstock for biofuels. Results led us to believe that biofuels were
destined for commodity status and would ultimately be a low value-added use.
Subsequently, we noted what we believed to be favorable market dynamics and trends
affecting global spirits production and consumption. This led us to formulate our
current business plan to use the sorghum sugar as the primary ingredient in a
sorghum based liquor beverage — a concept which we trademarked Sorgho Whiskey'.
Epec Holdings, Inc. registered the trademark Sorgho Whiskey', registration number
5075387, on December 13, 2015, and in June 2017, assigned the mark to Sorgho
Alliance Corp. Epic Spirits, Inc., a wholly-owned subsidiary of Epec Holdings, Inc.,
owns the mark James F.C. Hyde, registration number 5082752, which filed on
November 15, 2016.

Since September 2013, we have worked extensively, and discussed sorghum based
liquor beverages, with syrup producers, distillers, spirit producers, bar and restaurant
owners, mixologists and other marketers. In our continued research, we, through our
distiller, produced and provided liquor samples (made from sorghum syrup produced
in Memphis Tennessee by our SCP partner Delta BioRenewables) and sought extensive
feedback from industry experts and consumers. Reaction was overwhelmingly
positive. Common responses were to describe the liquor as a high quality distillate
with unique flavor and aroma notes, much like a fine whiskey. One expert, master
mixologist and award winning author Brian Van Flandern, was so impressed with
beverage, quality and its market potential, that he agreed to join the Board of
Directors of Epec and took an active role in promoting our new product.

Through various tasting events and continued professional feedback, the consistent
message we received was our unique spirit should be positioned as a whiskey. Both
because of its aroma and flavor notes, and also because of how much more attractive
we believe the whiskey market is for a super-premium dark craft spirit, whiskey
seemed our best opportunity. In the summer of 2015, in concert with Jersey Artisan
Distilling, we received a Certificate of Label Approval ("COLA") to officially make our
new spirit product as a recognized whiskey — Sorgho Whiskey.

Returning to Mr. James F.C. Hyde and his 1857 work, "Chinese Sugarcane”, we noted
the most commonly used word to describe sweet sorghum then was "Sorgho”. Leaning
once again on ].F.C. Hyde for our branding foundation, Sorgho Whiskey seemed the
perfect brand for our new American grown whiskey category. In November 2016, we
received final registration for the trademark Sorgho Whiskey' as well as the brand
name James FC Hyde paying homage to the pioneer that first saw the potential of this
unique crop in American agriculture.

With our trademark rights in hand, and knowledge of the favorable market dynamics
affecting the $100+ billion global spirits market, we believe that that Sorgho Whiskey
affords us an incredible opportunity to monetize two of our key proprietary assets: (1)
use our stake in SCP Delta BioRenewables because of its experience and business plan
to become the high volume, high quality, low cost producer of sorghum distiller's
syrup; and (2) our 100% ownership interest in the Sorgho Whiskey' and our James FC



Hyde trademarks.

Now, to complete the value chain and fully realize the potential value of our holdings,
our plan is to integrate between those end points, by adding spirit production and
distribution as a core competency through the acquisition of our current distiller,
Jersev Artisan. as well as bv enhancing our marketing efforts, business development
and market reach.

The team

Officers and directors

Steve Vanechanos Executive Chairman of the Board

Brian Van Flandern Board of Directors - Strategic Industry Relations
James Hyde Vice Chairman of the Board

Ron Miller Co-Vice Chairman, CEQ, President

Glenn Pohs Director

Steven Relis Chief Financial Officer

Steven Heller Corporate Secretary

Steve Vanechanos

Mr. Vanechanos has served as Epec's Chairman since October 2009, and was appointed
to the position of Executive Chairman in April 2012. From January 2010 until January
2013, he served as an active member of the Sweet Sorghum Association (“SSA”™) Board
of Directors (formerly the Sweet Sorghum Ethanol Association), an industry
organization focused on promoting the growth and use of sweet sorghum around the
world. Before joining Epec, Vanechanos had a demonstrated track record of
entrepreneurship. In 1994, well before Wall Street had ever heard of Netscape, he
founded a business-to-business Internet e-Commerce company, DynamicWeb
Enterprises ("“DWEB”). The genesis for DynamicWeb was pioneering work, later
memorialized in U.S. Patent No. 5,884,309 - "Order Entry System for Internet”, by
Vanechanos and assigned to DynamicWeb. He then served as DynamicWeb's
Chairman and CEQ, from its founding until it was sold in a merger transaction that
valued DynamicWeb at nearly $50 million. Additionally, Vanechanos served as a
member of the American Stock Exchange Board of Governors, from 2005 to 2008. He
Chaired its Technology Committee, and served on both its Audit Committee and its
Finance and Budget Committee.

Brian Van Flandern

World renowned Michelin Three-star mixologist and cocktail book author Brian Van
Flandern was a professional bartender in New York City for over 25 years and has been
named AMERICA'S TOP MIXOLOGIST by The Food Network. From 2004-2007 Brian
helped open Chef Thomas Keller’s now famous Michelin Three Star restaurant PER SE
as the head mixologist. Applying Chef Keller’s philosophy of flavor profiling to
cocktails has earned Brian international recognition as one of the world's preeminent
cocktail artisans and spirit authorities. As a beverage-industry influencer, Brian has



earned a reputation as a champion and brand-builder for fine boutique spirits. In 2010 Brian
released his first award winning book VINTAGE COCKTAILS (now in its tenth printing) with over
100,000 copies sold. The Wall Street Journal and Food Arts Magazine have written feature
articles on Brian Van Flandern's innovative and unique recipes as well as his meticulous
attention to detail. Brian's cocktails have been mentioned or featured in dozens of other
internationally acclaimed publications including The New York Times, USA Today, The Daily
Telegraph (London), Conde Nast Traveler, Gourmet Magazine to name a very few. Some of
Brian's television appearances include a featured segment on Spike TV's "Bar Rescue”, “The
Barefoot Contessa” on The Food Network, CBS’s “The Early Show” and “Foodography” on the
Cooking Channel, "The Wall Street Journal Live” and "Market Makers” on the Bloomberg
Channel. www.MyMixologist.com

James Hyde

As a former Vice Chairman of the American Stock Exchange, James R. Hyde is currently a Senior
Director of Intercontinental Exchange (ICE) / NYSE Options - head of business development for
Amex and Arca Options. Mr. Hyde is the principal client contact for NYSE Amex Options and
occupies one of two NYSE positions on the Founding Firm Advisory Committee to the Board.
Leveraging his more than two decades of relationships with Wall Street’s largest hedge funds,
banks and investment firms, Mr. Hyde played a leading role in more than doubling the NYSE
Amex Options market share since it was acquired in 2008.

Ron Miller

Mr. Ron Miller has been an Epec Vice Chairman since 2011 and its CEO/President since 2012.
Prior to joining Epec, Miller served as CEO of NYSE-listed Aventine Renewable Energy Holdings,
Inc. one of the nation’s largest producers of biofuels, grain neutral spirits and food/feed products
from agriculture, a company helped start in 1981. During his tenure as Aventine’s CEQ, Miller
guided the company through an unprecedented period of growth including a highly successful
IPO. For his work with Aventine and the ethanol industry in general he was recognized by Ernst
and Young as an Entrepreneur of the Year in 2006. Miller was a founding member of the
Renewable Fuels Association and its longest serving Chairman ever. He continues to be a
recognized leader inside and outside the industry, receiving its coveted lifetime achievement
award in 2011. Aventine’s spirits business provided grain neutral base stocks to several U.S.
bourbon and whiskey producers as well foreign spirits producers in Japan, Europe and Russia.
Miller delivered the keynote address at the 2012 Sweet Sorghum Association’s Annual Meeting.

Glenn Pohs

Mr. Glenn D. Pohs is Managing Partner of Pohs Capital, LLC, an investment firm located in Pearl
River, NY. Previously he was elected to the Board of Directors of the Amex Membership
Corporation ("AMC™) and served until it was sold to the New York Stock Exchange ("NYSE") in
September 2008. AMC is the entity that represented the equity ownership interest of the
American Stock Exchange ("TAMEX"), LLC seat owners and had controlling interest in the
exchange. Mr. Pohs played a leading role in gaining the consent of the AMEX, LLC seat owners
to approve the sale to NYSE. Mr. Pohs is a past Chairman of the Options Market Maker
Association.

Steven Relis
Mr. Relis has served as the Company’s Chief Financial Officer and Treasurer since the
Company’s inception in 2008. He is a licensed CPA and formerly with Deloitte and Touche, and

Ernst & Young. He has also served as the Chief Accounting officer for



Ursus Telecom(NASDAQ - UTCC) and a wholly owned subsidiary of Gilat Satellite
Networks Ltd (NASDAQ — GILTF).

Steven Heller

Mr. Heller is a licensed attorney in the state of New York and has served as the
Company’s Secretary since the Company’s inception in 2008. Mr. Heller also formerly
served as the company’s Chief Legal Officer until May 2017. Mr. Heller is a professor of
business and law, and founder of a boutique licensing and brand management agency,
The Brand Liaison, LLC. He is a frequent speaker on licensing and branding activities.

Number of Employees: 1
Related party transactions

On August 12, 2015, one of the Company's directors, Glenn Pohs, advanced $25,000 to
the Company to pay for various activities of the Company. Such amounts are payable
upon demand and accrue interest at 10% per annum. As of December 31, 2016, and
December 31, 2015, accrued and unpaid interest totaled $3,466 and $966 respectively.

RISK FACTORS
These are the principal risks that related to the company and its business:

e The proceeds of this offering may be insufficient to continue operating the
business. The Company believes that the maximum offering amount of $308,000
will be sufficient to fund the Company’'s operations and further development and
investment in the sorghum supply chain and production cycle in the near-term.
However, if management's assumptions are incorrect, or if budgeted amounts
are inadequate due to cost overruns, increased operating costs, or unexpected
developments, then the proceeds of this offering may be insufficient for such
purposes. In such event, we would likely require additional equity or debt
financing to fund the above-referenced needs, and there can be no certainty that
we would then be able to obtain funding on favorable terms or at all. If
additional capital is needed and either unavailable or cost prohibitive, our
operations and growth may be limited as we may need to change our business
strategy to slow the rate of, or eliminate, our expansion or reduce or curtail our
operations. Also, any additional financing we undertake could impose covenants
upon us that restrict our operating flexibility, and, if we issue equity securities
to raise capital our existing shareholders may experience dilution and the new
securities may have rights, preferences, and privileges senior to those of our
common stock.

e We have not prepared any audited financial statements of the Company.
Regulation Crowdfunding does not require us to provide audited financials in
this offering. Therefore, you have no audited financial information regarding the
Company's capitalization or assets or liabilities on which to make your
investment decision. If you feel the information provided is insufficient, you
should not invest in the Company.



e The Company has the right to extend this offering's deadline. The Company may
extend this offering’s deadline beyond what is currently stated herein. This
means that your investment may continue to be held in escrow while the
Company attempts to raise the Minimum Amount even after the deadline stated
herein is reached. Your investment will not be accruing interest during this time
and will simply be held until such time as the new offering deadline is reached
without the Company receiving the Minimum Amount, at which time it will be
returned to you without interest or deduction, or the Company receives the
Minimum Amount, at which time it will be released to the Company to be used
as set forth herein. Upon or shortly after the release of such funds to the
Company, the convertible notes in this offering (the "Convertible Notes™) will be
issued and distributed to you.

e The Convertible Notes are being offered pursuant to certain exemptions from
registration for crowdfunding transactions and if any of the requirements for the
exemption are violated, the Company and the Investors may become subject to
liability under the Securities Act of 1933, as amended, and other federal and
state securities laws. The Convertible Notes are being offered pursuant to an
exemption from registration, which is available for crowdfunded offerings.
Specifically, issuers may only sell up to approximately $1.07 million worth of
securities within a twelve-month period. Investors in a crowdfunding offering
may invest no more than their individually permitted amount within a twelve-
month period. In order to avail itself of the exemption from registration, the
Company must also sell the Convertible Notes through a qualified broker or
funding portal. If any of the conditions for the exemption are violated, the
Investors and Company may have exposure to liability under federal and state
securities laws.

® Negative events in the crowdfunding industry may subject the Company to
reputational harm, or increased regulatory oversight, increasing the risk of
financial liability and additional compliance requirements resulting from
adverse regulatory actions. Any highly-publicized events or regulatory inquiries
concerning potential fraudulent offerings or other schemes designed to harm
investors through crowdfunding can be expected to result in negative publicity
for crowdfunded companies, increased scrutiny and oversight of companies that
avail themselves of the crowdfunding exemption, as well as potential new rules
and regulations. This may make it more difficult to succeed with the Company's
business plan or attract new investors and may result in an increase in
operational and compliance costs or otherwise limit the Company's ability to
engage in certain activities. We may also be adversely affected as a result of new
or revised legislation or regulations imposed by the Securities and Exchange
Commission, other U.S. governmental regulatory authorities, the Financial
Industry Regulatory Authority or other self-regulatory organizations that
supervise the financial markets in general. This could impact our ability to
conduct our business with third parties, obtain future financing and could
decrease the pool of potential investors seeking to participate in any future
crowdfunding offerings.

e There is uncertainty about the Jumpstart Our Business Startups Act of 2012,



including Regulation Crowdfunding, and its interpretation and implementations
remain to be tested. We are relying on a newly created financing program (equity
crowdfunding). The application of the crowdfunding exemptions and its
implementation and interpretation remains to be fully tested. As a result,
potential investors will not have the benefit of relying on precedent in making
their investment decision and will face some uncertainty about the validity of
their investment. In the event the Securities and Exchange Commission
determines that we incorrectly interpreted the crowdfunding exemption in this
offering, we may be required to offer rescission rights for the Convertible Notes
and this offering and our financial condition may be in jeopardy.

The Company is a holding company with little operating history. We may never
successfully execute our business plan and, as a result, you will lose your entire
investment amount. Epec is a holding company whose subsidiaries are early-
stage companies with no significant operating history. To date, our primary
focus has been on strategic investments in the sorghum supply chain. We are
now entering the market for alcoholic beverages with a new product, Sorgho
Whiskeys. In doing so, we may fail to successfully market and promote our
business, develop our products or manage growth. Successfully marketing and
promoting our product is a complex and uncertain process, dependent on the
efforts of management, outside consultants, and general economic conditions,
among other things. Accordingly, you should consider the Company's prospects
in light of the costs, uncertainties, delays, and difficulties frequently
encountered by companies in the early stages of development. Investors should
carefully consider the risks and uncertainties that a new company with little or
no operating history will face. In particular, potential investors should consider
that there is a significant risk that we will not be able to: (i) implement or
execute our current business plan, or our business plan is sound; (ii) maintain
our anticipated management and advisory team; (iii) raise sufficient funds in the
capital markets to effectuate our business plan; (iv) control the costs of growing
the business; and/or (v} attract, enter into or maintain contracts with, vendors,
suppliers, and distributors. If we cannot execute any one of the foregoing, our
business may fail, in which case you would lose the entire amount of your
investment in the Company.

The Company has limited operating history upon which you can base your
investment decision. We are an early stage venture and, therefore, have a
limited history of performance, financials, and experience managing growth for
you to base your investment decisions. Our ability to generate revenue will
depend upon whether we can further develop and commercialize our current
products and make the transition from a start-up to an operating company. The
Company's assumptions and expectations regarding our ability to market our
services and products, develop our technology and compete with large
competitors may be incorrect and as such we may have difficulty growing the
Company.

We depend on our independent wholesale distributors to distribute our products.
The failure or inability of any of our distributors to adequately distribute our
products within their territories could harm our sales and result in a decline in



our results of operations. We are required by law to use state-licensed
distributors or, in certain states known as "control states,” state-owned agencies
performing this function, to sell our products to retail outlets, including liquor
stores, bars, restaurants and national chains in the U.S. We have established
relationships for our brands with a limited number of wholesale distributors;
however, failure to maintain those relationships could significantly and
adversely affect our business, sales and growth. We currently distribute our
products in Florida, Illinois, Kansas, Nevada, New York, New Jersey, Maryland,
Washington D.C., and Wyoming. If we fail to develop and maintain good
relations with distributors, our products could in some instances be frozen out of
one or more markets entirely. The ultimate success of our products also depends
in large part on our distributors' ability and desire to distribute our products to
our desired U.S. target markets, as we rely significantly on them for product
placement and retail store penetration. In addition, all of our distributors also
distribute competitive brands and product lines. We cannot assure you that our
U.S. alcohol distributors will continue to purchase our products, commit
sufficient time and resources to promote and market our brands and product
lines or that they can or will sell them to our desired or targeted markets. If they
do not, then our sales will be harmed, resulting in a decline in our results of
operations.

We depend on a third-party supplier to maintain the quality and cost of our
products, including Sorgho Whiskey. Jersey Artisan Distillery (the "Distillery”) is
dependent on third-party suppliers for key ingredients, such as Sorghum Syrup,
packaging materials, and production inputs, and its use of natural ingredients
exposes it to weather and crop reliability. In addition, since the Distillery’s
production relies on the use of agricultural products, many outside factors,
including weather conditions, farmers' rotation of crops, pests, government
regulations and legislation affecting agriculture, could affect quality, price and
supply. Our product is also exposed to the quality of the crops of agricultural
products each year, and significant failure of a crop would adversely affect its
costs. Further, if suppliers increase their prices, we may not have alternative
sources of supply and may not be able to raise the prices of our products to cover
all or even a portion of the increased costs. Any termination or an adverse
change in the terms of these supplier relationships could have a negative impact
on our business.

Substantial disruption to production at our manufacturing and distribution
facilities could occur. A disruption in production at the Distillery's
manufacturing facility, or a disruption at the facilities of the Distillery's
suppliers or distributors, some of whom may also be affiliates of the Company,
could adversely affect the Distillery's business, results of operations and
financial condition. A disruption could occur for many reasons, including fire,
natural disasters, weather, water scarcity, manufacturing problems, disease,
strikes, transportation or supply interruption, government regulation,
cybersecurity attacks or terrorism. Alternative facilities with sufficient capacity
or capabilities may not be available, may cost substantially more or may take a
significant time to start production, each of which could negatively affect the



Distillery's business, results of operations and financial condition.

The Distillery is subject to governmental regulations affecting distilleries and
tasting rooms. Federal, state and local laws and regulations govern the
production, distribution, and sale of spirits, including permitting, licensing,
trade practices, labeling, advertising and marketing, distributor relationships,
and various other matters. To operate its production facilities, the Distillery
must obtain and maintain numerous permits, licenses and approvals from
various governmental agencies, including the Alcohol and Tobacco Tax and
Trade Bureau, the Food and Drug Administration, state alcohol regulatory
agencies and state and federal environmental agencies. A variety of federal, state
and local governmental authorities also levy various taxes, license fees, and
other similar charges and may require bonds to ensure compliance with
applicable laws and regulations. The Distillery's tasting room is subject to
alcohol beverage control regulations that require the Distillery to maintain a
license that may be revoked or suspended for cause at any time. These alcohol
beverage control regulations relate to numerous aspects of daily operations of
Distillery's tasting room, including minimum age of patrons and employees,
hours of operation, advertising, trade practices, inventory control and handling,
storage and dispensing of alcoholic beverages. Noncompliance with such laws
and regulations may result in revocation of the applicable license or permit
(thereby restricting the Distillery's ability to conduct business.

The Distillery's licenses are subject to revocation. The Distillery, and its
products, are regulated and licensed at the federal and state levels. Revocation of
federal licensing would force the Distillery to cease its current operations.
Revocation of licensing by a state could force the Distillery to cease sales and
marketing in that state.

We are at risk because we do not have a diversified merchandise mix. The great
majority of our assets will be committed to developing and marketing a single
product in a single industry under a single brand: James FC Hyde Sorgho
Whiskey. Accordingly, because we have few other assets or products that could
spread the risk of investment, our profitability will depend on the success of our
sales of products under our brand name. We may, at any time, elect to
discontinue use of the Sorgho Whiskey brand name or change our products,
services, or concepts.

We have a name and logo that are not well known. Our distributor's ability to sell
our brand depends on the ready acceptance by the consuming public of a
trade/brand name and logo of a new spirit category, Sorgho Whiskey. Further,
any products or brands we may develop in the future are unlikely to have
established extensive recognition. Competitors have developed well-known
trade/brand names and logos that have, and may continue to have, superior
recognition in the relevant marketplace. There can be no assurance that our
product will be well received by the consuming public and relevant markets.

If retailers and consumers are not willing to accept our product and pricing, then
we will be unable to grow our business. Our business depends largely upon the
acceptance of our product by potential distributors, retailers, and consumers. If
we are unable to successfully market our product to those groups, then we will



be unable to grow our business and may face bankruptcy. A significant or
sustained decline in volume or selling price of rum, whiskey and bourbon brands
would likely have a negative effect on our growth and our stock price. If we are
not successful in our efforts to maintain and increase the relevance and
acceptance of our brand in the minds of today's and tomorrow's consumer, then
our business and operating results could suffer.

Demand for our product may be adversely affected by many factors, including
changes in consumer preferences and trends. Consumer preferences may shift
due to a variety of factors, including changes in demographic and social trends,
public health initiatives, product innovations, changes in vacation or leisure
activity patterns and a downturn in economic conditions, which may reduce
consumers’ willingness to purchase distilled spirits or cause a shift in consumer
preferences toward beer, wine or non-alcoholic beverages. Qur success depends
in part on fulfilling available opportunities to meet consumer needs and
anticipating changes in consumer preferences with successful new products,
branding, and product innovations.

Our business is highly competitive. Competition presents an ongoing threat to
the success of our business. Many factors may prevent us from competing
successfully. We compete on the basis of product taste, quality and composition,
brand image, price, service, and ability to innovate in response to consumer
preferences. The global spirits industry is highly competitive and is dominated
by several large, well-funded international companies. It is possible that our
competitors may either respond to industry conditions or consumer trends more
rapidly or effectively or resort to price competition to sustain market share,
which could adversely affect our sales and profitability.

We will be competing with many large, entrenched producers who are resistant
to change and new entrants into the market. Many of our competitors have
established market acceptance and have far greater financial resources,
experience, proven operating histories and larger staffs than we do. Our
competitors may develop products that are similar to ours or that achieve
greater market acceptance, may undertake more far-reaching and successful
product development efforts or marketing campaigns, or may adopt more
aggressive pricing policies. We expect to face strong competition from both
well-established spirits companies and small, independent producers.

The Company's obligations pursuant to future debt obligations could impair its
liquidity and financial condition. The Company will require additional financings
and may incur substantial debt in the future to fund all or part of its capital
requirements. Any future debt obligations could impact our ability to satisfy our
other obligations, execute our business plan, and raise additional capital if
needed. As a result, we would be more vulnerable in the event of a downturn in
our business prospects and have limited ability to react to changes in the
Company's industry. Further, we could be forced, if we were to default under any
such loan agreement, to seek protection under bankruptcy laws, which could
harm our future operations and overall financial condition.

Our business is subject to many regulations and noncompliance is costly. The
production, marketing, and sale of alcoholic beverage products, including



contents, labels, and packaging are subject to the rules and regulations of
various federal, provincial, state and local health agencies. If a regulatory
authority finds that a current or future product or production run is not in
compliance with any of these regulations, our operating partners may be fined,
or production may be stopped, which would adversely affect our financial
condition and operations. Further, any legal or regulatory actions relating to the
Company or its operating partners’ current or past business operations,
including employee actions, licensing, disclosure, sales practices, regulatory
compliance, compensation agreements, tax liabilities, or governmental or
administrative investigations and proceedings in the context of the Company's
regulated sectors of activity, could materially adversely affect our results of
operations and financial conditions. Any adverse publicity associated with any
noncompliance may further damage our reputation and our ability to
successfully market our products. Furthermore, the rules and regulations are
subject to change from time to time and, while we closely monitor developments
in this area, we have no way of anticipating whether changes in these rules and
regulations will impact our business adversely. Additional or revised regulatory
requirements, whether labeling, environmental, tax, or otherwise, could have a
material adverse effect on our financial condition and results of operations.
Although dependent on certain key personnel, we do not have any key man life
insurance policies on such persons and does not intend to obtain such insurance
in the near future. The Company is dependent upon its founders, executives, and
key employees in order to conduct its operations and execute its business plan.
In particular, we rely on the skills and expertise of our Master Distiller, Brant
Braue, whom we believe is one of the most experienced distillers of sorghum
molasses in the world, and his knowledge of our business and industry would be
difficult to replace. If Mr. Braue. or one of our other founders, executive officers
or significant employees terminates his or her relationship with the Company,
we may not be able to replace his or her expertise, fully integrate new personnel
or replicate the prior working relationships, and the loss of their services might
significantly delay or prevent the achievement of our business objectives.
Further. the Company has not purchased any insurance policies with respect to
those individuals in the event of their death or disabilities. Therefore, in the
event of death or disability of key persons, the Company will not receive any
compensation and the loss of their services will negatively affect the Company
and its operation. All officers and board directors are part-time.

Our failure to protect our trademarks and trade secrets could compromise our
competitive position and decrease the value of our brand portfolio. Our business
and prospects depend, in part, on our ability to develop favorable consumer
recognition of our brands and trademarks. Although we apply for registration of
our brands and trademarks, they could be imitated in ways that we cannot
prevent. Also, we rely on trade secrets and proprietary know-how, concepts and
formulas. Our methods of protecting this information may not be adequate.
Moreover, we may face claims of misappropriation or infringement of third
parties' rights that could interfere with our use of this information, Defending
these claims may be costly and, if unsuccessful, may prevent us from continuing



to use this proprietary information in the future and result in a judgment or
monetary damages being levied against us. We do not maintain non-competition
agreements with any of our key personnel or with some of our key suppliers. If
competitors independently develop or otherwise obtain access to our trade
secrets, proprietary know-how or recipes, the appeal, and thus the value of our
brand portfolio, could be reduced, negatively impacting our sales and growth
potential.

There is no public trading market for the Convertible Notes or the equity
securities issuable upon conversion thereof and there can be no assurance that
any such market would ever develop. There is, therefore, no assurance that the
Convertible Notes can be resold at all, or near the offering price. Each Purchaser
will be required to represent that he or she is acquiring the Convertible Notes for
investment purposes only and not with a view to distribution or resale, that he or
she understands that the Convertible Notes are not freely transferable and, in
any event, that he or she must bear the economic risk of an investment in the
Convertible Notes for an indefinite period of time because the Convertible Notes
have not been registered under the Securities Act of 1933, as amended, or
applicable state securities laws. The Convertible Notes cannot be resold unless
they are subsequently registered or an exemption from registration is available.
The price of the Convertible Notes and other terms of this offering have been
arbitrarily determined by the Company. The offering price for the Convertible
Notes has been determined solely and arbitrarily by the Company. No
independent studies with respect to feasibility, management, or marketing by a
disinterested person have been considered in determining the Company's capital
requirements or plans of operations. Therefore. there can be no assurance that
the capital raised will be adequate for the execution of our business plan and the
other objectives of the Company or that additional capital will not be required in
the future.

The price at which you purchase the Convertible Notes may not be indicative of
the value of our Company. You may be unable to sell the Convertible Notes at or
above your purchase price, which may result in substantial losses to you and
which may include the complete loss of your investment. Without a public
market, the value of the Company and the value of the Convertible Notes may
fluctuate significantly in the future. The trading price, if any, of the Convertible
Notes upon conversion to equity that may prevail in any market that may
develop in the future, for which there can be no assurance, may be higher or
lower than the price you pay. Any of the risks described herein, or otherwise,
could have a material adverse effect on our sales and profitability and the value
of our common stock. In addition, economic conditions around the world and
especially the United States as a whole, could have a negative impact on our
results of operations. Accordingly, any inaccuracy in forecasting anticipated
revenues and expenses could adversely affect our business.

The failure to receive anticipated orders or to complete delivery in any period
could adversely affect our results of operations for that period. Quarterly results
are not necessarily indicative of future performance for any particular period and
we may hot experience revenue growth or profitability on a quarterly or an



annual basis.

We are offering Convertible Notes and not equity interests in the Company. The
Convertible Notes will convert into equity securities in the event that the
Company: (1) sells equity to outside investors where we raise at least $1 million;
(2) sells all or substantially all of the Company's assets, merge with another
company, or are taken over by another company; or (3) completes an initial
public offering; or (4) upon maturity date. This means that investors will have to
wait until a conversion event occurs to know what size stake they have in the
company, or what its value might be as assessed by outside investors.

Investors in the Convertible Notes will have no voting rights, even upon
conversion of the Convertible Notes into CF Shadow Series Stock. investors will
not have the right to vote upon matters of the Company even if and when their
Convertible Notes are converted into CF Shadow Series Stock. Upon such
conversion, CF Shadow Series Stock holders will have no voting rights and even
in circumstances where a statutory right to vote is provided by state law, the CF
Shadow Series Stock holders are required to vote with the majority of the
security holders in the new round of equity financing upon which the
Convertible Notes were converted. Thus, Investors will never be able to freely
vote upon any director or other matters of the Company. Only those willing to
entrust all decisions to others should invest in this offering.

Investors will not be entitled to any inspection rights or information other than
those required by Regulation Crowdfunding and other applicable laws. You will
not have the right to inspect the books and records of the Company or receive
financial or other information beyond what is required by Regulation
Crowdfunding and other applicable laws as convertible note holders are not
considered shareholders. Other equity holders may have such rights. Regulation
Crowdfunding requires only the provision of an annual report on Form C-AR and
no additional information. This lack of information could put Convertible Note
holders at a disadvantage compared to other security holders.

Securities with superior rights may be offered in the future. In the future, it is
likely that the Company will issue securities with rights superior to those
associated with the Convertible Notes purchased in this offering. Those rights
could include, but will not necessarily be limited to, the right to receive
dividends, the right to participate in management, the right to receive
preferential distributions on the sale of the Company, the right to be protected
from dilution, and preemptive rights.

Eisner Amper, our independent registered public accounting firm for the fiscal
year ended December 31, 2016 and 2015, has included an explanatory paragraph
in their opinion that accompanies our reviewed consolidated financial
statements as of and for the year ended December 31, 2016 and 2015, indicating
that our current liquidity position raises substantial doubt about our ability to
continue as a going concern. Our ability to remain in business is reliant on either
generating sufficient cash flows, raising additional equity or debt capital, or
likely a combination of the two. Even if targeted funds are raised, it is likely that
we will need to raise additional funds in the near future and we cannot provide
any assurance that we will be successful in doing so.



The offering materials may include forward looking statements but there can be
no assurance that the results and events contemplated by forward-looking
statements will, in fact, transpire. Forward-looking statements can be identified
by use of terminology such as "believe," "
"intend,"” "plan,” "will." "expect,” "estimate,” "project,” "positioned,” "strategy"
and similar expressions. You should be aware that these forward-looking
statements are subject to risks and uncertainties that are beyond the Company's
control. Actual results could differ significantly from these forward-looking
statements. In light of these risks and uncertainties, there can be no assurance
that the results and events contemplated by the forward-looking statements
contained in offering materials will in fact transpire. You are cautioned to not
place undue reliance on these forward-looking statements.

Investing in startups companies is highly speculative (risky). The foregoing is
not intended to be a comprehensive list nor a substitute for discussing the risks
of specific investment opportunities with your professional advisors, including
your legal, tax and financial advisors. We also encourage you to read the
Securities and Exchange Commission's Investor Bulletin which provides
important information to investors interested in investing in crowdfunding
offerings SEC Investor Bulletin: Crowdfunding. YOU SHOULD NOT INVEST ANY
FUNDS IN THIS OFFERING UNLESS YOU CAN AFFORD TO LOSE YOUR ENTIRE
INVESTMENT WITHOUT A CHANGE IN YOUR LIFESTYLE.

"o non

hope,” "may,"” "anticipate,” "should,"

OWNERSHIP AND CAPITAL STRUCTURE; RIGHTS OF THE SECURITIES

Ownership

Steve Vanachenos, Executive Chairman of the Board
James Hyde, Vice Chairman of the Board

Ronald Miller, Co-Vice Chairman

Glenn Pohs, Director

Brian Van Flandern, Board of Directors

No individual owns in excess of 20% controlling vote. As such, the board of directors represent the
controlling members of the Company, until such time as the members of the Board are changed in
accordance with the Company Bylaws.

Classes of securities

Common Stock: 90,877,621
Common Stock

The Company is authorized to issue up to 200,000,000 shares of common stock.
There are a total of 90,877,621 shares of Common Stock currently outstanding
and 103,085,609 on a fully-diluted basis.

The fully-diluted shares are determined as follows:

Outstanding Common Stock: There are 90,877,621 shares of Common Stock
currently outstanding.

QOutstanding Warrants: There are (i) 5,396,251 warrants at $0.003 per share with



a cashless exercise option into shares of Common Stock, and (ii) 699,500
warrants at $0.05 per share exercisable for shares of Common Stock issued to a
director of the Company, Glenn Pohs, in connection with a loan he made to the
Company made in June 2014.

Outstanding Convertible Notes: There was a $222,459 convertible note sold to
investors in a Regulation CF offering plus $4,449 was paid as a commission to
WeFunder. Those convertible notes, if converted, will convert into 6,112,237
shares of Common Stock (assuming a conversion price of $3,600,000 divided by
96,973,373)

Dividend Rights

Holders of Common Stock are entitled to receive dividends, as may be declared
from time to time by the Board of Directors out of legally available funds. The
Company has never declared or paid cash dividends on any of its capital stock
and currently does not anticipate paying cash dividends after this Offering for
the foreseeable future.

Voting Rights

Each holder of Common Stock is entitled to one vote for each share of Common
Stock on all matters submitted to a vote of the stockholders, including the
election of directors.

Right to Receive Liquidation Distributions

In the event of the Company’s liquidation, dissolution or winding up, holders of
Common Stock will be entitled to share ratably in the net assets legally available
for distribution to stockholders after the payment of all Company’s debts and
other liabilities.

Rights and Preferences

Holders of Common Stock have no preemptive, conversion or other rights, and
there are no preemptive or sinking fund provisos applicable to the Common
Stock.

Preferred Stock: 0

The Company has authorized the issuance of up to 5,000,000 shares of blank
check preferred stock, par value of $0.0001 per share, of which there are
currently O shares outstanding.

The preferred stock may be created and issued from time to time in one or more
series and with such designations, rights preferences, privileges, qualifications,
limitations and restrictions as shall be stated and expressed in the resolution or
resolutions providing for the creation and issuance of such preferred stock as
may be adopted from time to time in the sole discretion of and by the



corporation's board of directors pursuant to the authority in the Amended and
Restated Articles of Incorporation dated July 9, 2009.

e 2017 3% Convertible Promissory Notes (WeFunder): 226,908

The Company has a total of $226,908 of this series of convertible notes currently
outstanding (the "Outstanding Notes").

The Outstanding Notes have the following terms:

o Maturity Date: April 30, 2019

o Annual Interest Rate: 3%

o Conversion Shares. The Outstanding Notes are convertible into CF Shadow
Series securities (the “Conversion Shares™), which are securities identical
to those issued in a qualified financing triggering the conversion except:
(1) they do not have the right to vote on any matters except as required by
law, (2) they must vote in accordance with the majority of investors in such
future qualified financing with respect to any such required vote, and (3)
they are not entitled to any inspection or information rights (other than
those contemplated by Regulation Crowdfunding).

o Conversion to Shadow Series Equity upon Qualified Financing. The
QOutstanding Notes convert as a result of a future equity financing of at
least $1,000,000.00 (a “Qualified Financing”) and contain a valuation cap
of 3,600,000. Upon conversion, if any, investors will receive the number of
CF Shadow Series securities equal to the quotient obtained by dividing (a)
the investment amount plus any accrued and unpaid interest, by (b) the
lower of (i) the price per share at which shares are sold in the Qualified
Financing, or (ii) the quotient obtained by dividing (1) the valuation cap by
(2) 96,973,373 (the "Valuation Cap Price").

o Conversion Upon a Change of Control. In the event of a “Change of
Control” as defined in the Outstanding Notes, each Outstanding Note shall
automatically be converted into the number of fully paid and non-
assessable shares of CF Shadow Series Common Stock determined by the
quotient obtained by dividing (a) the purchase amount plus any accrued
and unpaid interest, by (b) the lesser of (i) the consideration payable per
share of Common Stock of the Company in such Change of Control, and (ii)
the Valuation Cap Price.

o Conversion Upon Maturity. In the event that the Maturity Date is reached
prior to a Qualified Financing having occurred, each Convertible Note shall
automatically be converted into the number of fully paid and non-
assessable shares of CF Shadow Series Common Stock determined by the
quotient obtained by dividing (a) the purchase amount plus any accrued
and unpaid interest, by (b) the Valuation Cap Price.

e Convertible Promissory Notes Series 2018 - CF (StartEngine): 0

The Company is offering for sale a total of $308,00 of this series of convertible
notes (the "Convertible Notes") on the following terms:
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Maturity Date: April 30, 2019
Annual Interest Rate: 3%™
Valuation Cap:

m [f you invest DURING the First 30 Days, then the valuation cap is
$3,850,000.00.

m [f you invest AFTER the first 30 Days, then the valuation cap is
$4,812,500.00.

Conversion Shares. The Convertible Notes are convertible into CF Shadow
Series (the “Conversion Shares”), which are securities identical to those
issued in a qualified financing triggering the conversion except: (1) they do
not have the right to vote on any matters except as required by law, (2)
they must vote in accordance with the majority of investors in such future
qualified financing with respect to any such required vote, and (3) they are
not entitled to any inspection or information rights (other than those
contemplated by Regulation Crowdfunding).

Conversion to Shadow Series Equity upon Qualified Financing. The
Convertible Notes convert as a result of a future equity financing of at least
$1,000,000.00 (a “Qualified Financing™). Upon conversion, if any, investors
will receive the number of CF Shadow Series Stock equal to the quotient
obtained by dividing (a) the investment amount plus any accrued and
unpaid interest, by (b) the lower of (i) the price per share at which shares
are sold in the Qualified Financing, or (ii) the quotient obtained by dividing
(1) the applicable valuation cap by (2) 103,085,609.

Payment Upon a Change of Control. In the event of a “Sale of Control” as
defined in the Convertible Notes, each Convertible Note shall
automatically be converted into the right to receive an aggregate amount
per share equal to the lesser of (a) the aggregate amount payable per share
of Common Stock in the Sale of the Company or (b) the amount payable
per share in the Sale of the Company multiplied by the quotient obtained
by dividing the applicable valuation cap by 103,085,609.

Conversion Upon Maturity. In the event that the Maturity Date is reached
prior to a Qualified Financing having occurred, each Convertible Note shall
automatically be converted into the number of CF Shadow Series Stock at a
price equal to the quotient obtained by dividing the applicable Valuation
Cap by 103,085,609.

“CF Shadow Series Stock” means a series of capital stock of the Company that is
identical in all respects to the shares of capital stock issued in the relevant
Qualified Financing (or, in case there is no Qualified Financing, the common
stock of the Company); provided, however, that:

(i) the shareholders of such series shall have no voting rights and shall not be
entitled to vote on any matter that is submitted to a vote or for the consent of

the shareholders of the Company;



(ii) on any matter to which the shareholders of such series are entitled to vote
by law, such holders shall be required to vote in line with the majority of the
holders of common stock and preferred stock of the Company; and

(iii) the shareholders of such series shall not be entitled to have information
or inspection rights, except with respect to such rights deemed not waivable
by law.

* The 10% Bonus for StartEngine Shareholders

Epec Holdings, Inc. will offer a 10% bonus on the annual interest rate for all
investments that are committed by StartEngine Crowdfunding Inc. shareholders
(with = $1,000 invested in the StartEngine Reg A+ campaign) within 24 hours of
this offering going live.

StartEngine shareholders who have invested $1,000+ in the StartEngine Reg A+
campaign will receive a 10% increase in the annual interest rate on Convertible
Promissory Notes in this Offering if they invest within a 24-hour window of their
campaign launch date. For example, if you invest in the first 24 hours, your
annual interest rate will be 3.3% instead of 3%.

This 10% Bonus is only valid for one year from the time StartEngine
Crowdfunding Inc. investors receive their countersigned StartEngine
Crowdfunding Inc. subscription agreement.

e Warrants: 6,637,417

The Company has the following warrants outstanding: (i) 5,396,251 warrants at
$0.003 per share with a cashless exercise option into shares of Common Stock,
and (ii) 699,500 warrants at $0.05 per share exercisable for shares of Common
Stock issued to a director of the Company, Glenn Pohs, in connection with a loan
he made to the Company made in June 2014.

What it means to be a Minority Holder

Upon any conversion of the convertible notes, an Investor in the Company will likely
hold a minority position in the Company, and thus be limited as to its ability to
control or influence the governance and operations of the Company.

The marketability and value of the Investor's interest in the Company will depend
upon many factors outside the control of the Investor. The Company will be managed
by its officers and be governed in accordance with the strategic direction and
decision-making of its Board of Directors, and the Investor, either as a holder of
convertible notes or after any conversion of the convertible notes, will have no
independent right to name or remove an officer or member of the Board of Directors of
the Company. As a holder of convertible notes, the Board of Directors does not owe
the Investor any fiduciary duties, which it owes to shareholders of the Company.

The Company has authorized 5,000,000 shares of blank check preferred stock, which



means that the Board of Directors has the authority to determine voting, dividend,
liquidation and all other rights with respect to shares of preferred stock without
shareholder approval. Upon any conversion of the convertible notes, an Investor in the
Company will not be able to control any decisions made with respect to the preferred
stock.

Dilution

Following the Investor's investment in the Company, the Company may sell debt or
equity to additional investors, which will dilute the percentage interest into which the
Investor's convertible note is convertible. The Investor may have the opportunity to
increase its investment in the Company in such a transaction, but such opportunity
cannot be assured.

The amount of additional financing needed by the Company, if any, will depend upon
the maturity and objectives of the Company. The declining of an opportunity or the
inability of the Investor to make a follow-on investment, or the lack of an opportunity
to make such a follow-on investment, may result in substantial dilution of the
Investor's interest in the Company.

The Company has authorized 5,000,000 shares of blank check preferred stock, which
means that the Board of Directors has the authority to determine voting, dividend,
liquidation and all other rights with respect to shares of preferred stock without
shareholder approval. The Board of Directors may issue shares of preferred stock,
which would dilute the ownership of capital stock of the Company owned by anyone
before that issuance.

Transferability of securities
For a year, the securities can only be resold:

In an IPO;

To the company;

To an accredited investor; and

To a member of the family of the purchaser or the equivalent, to a trust
controlled by the purchaser, to a trust created for the benefit of a member of the
family of the purchaser or the equivalent, or in connection with the death or
divorce of the purchaser or other similar circumstance.

FINANCIAL STATEMENTS AND FINANCIAL CONDITION; MATERIAL
INDEBTEDNESS

Financial Statements

QOur financial statements can be found attached to this document. The financial
review covers the period ending in 2016-12-31.



Financial Condition
Results of Operation

Revenue - Total Revenue for 2015 was zero which increased to $30,747.00 in 2016.
Revenue in 2016 was almost exclusively from royalties from a license agreement with
Jersey Artisan Distilling ("JAD") for our James FC Hyde Sorgho Whiskey brand.

Operational costs - Operating costs for 2015 were $292,292.00 and increased to the
$313,052.00 for 2016 due to an increase in marketing and promotional expenses.

Net income from Operations (deficit) - Net Income from operations were negative for
both 2015 and 2016 with 2015 closing at -$292,292.00 and 2016 closing at -
$282,305.00. The improvement from 2015 to 2016 can be attributed largely to the
increase in revenue.

Financial Milestones

The below profit and loss estimates are only projections and are subject to significant
deviation. Please also refer to "Risk Factors”, which should inform and qualify the
below projections.

The Company anticipates having a projected 2017 year-end loss of approximately
$165,900, with total revenue estimated to be approximately $49,100 and total
operating costs estimated to be approximately $215,000. The increase in anticipated
expenses is related to the acquisition of Jersey Artisan Distilling ("JAD") and increased
marketing, advertising and promotional expenses. Difficult estimate because of the
exact timing of the acquisition. We expect revenue and expenses will be consistent
with the 2016 numbers.

We expect that the proceeds of this offering will improve our liquidity and provide
additional working capital for the Company and capital to pursue further inventory
accumulation and marketing and brand building activities. Additionally, the Company
intends to seek other funding sources in 2017, but there is no guarantee the Company
will be successful.

It is important to note that the growth we have seen with James FC Hyde Sorgho
Whiskey is not indicative of the future growth should we successfully acquire JAD the
business model will be materially different post-acquisition. Our past revenues were
from licensing fees for our James FC Hyde Sorgho Whiskey brand.

Post-acquisition of JAD, we expect to realize revenue from the sale of spirits and
adding the costs of operating a distillery. There is a substantial likelihood that our
historical results or cash flows prior to the acquisition of JAD will not continue to
develop in the same way as they have in the past years, given the new and different
economic model.

We have not entered into and do not expect to enter into investments for trading or



speculative purposes. We expect our cash and cash equivalents are invested
exclusively in demand deposit accounts that are currently providing only a minimal
return.

Liquidity and Capital Resources

Short Term Cash Requirements

If we successfully raise at least $300,000 this year, then we expect that the proceeds
will provide sufficient funding for the Company through approximately June of 2018.
Because of the nature of our business, which requires substantial capital investment in
both (i) marketing to develop brand awareness and increase sales; and (ii) inventory
accumulation because of an 18-month seed to bottle product cycle, we do not expect
to break-even before requiring additional funding. The Company plans to seek up to
$2,000,000 in additional funding following the completion of this offering to provide
additional financial liquidity.

Capital Expenditures

The Company has not made any material capital expenditures in the past two years.
The Company does not intend to make any material capital expenditures in the future
except potentially in connection with the acquisition of JAD and potential plant
improvements.

Liquidity

The Company's financial statements were prepared on a going concern basis. The
Company currently does not have any significant revenue and is experiencing
significant losses. These factors raise an uncertainty about its ability to continue as a
going concern. Management has financed the Company's operations principally
through loans from the founders and related parties and through the sales of its
common stock. The Company intends to raise money through this offering and
subsequent equity financings to fund its working capital needs. Management cannot
provide any assurances that the Company will be successful in completing these
financings and accomplishing any of its plans.

The proceeds of this offering will be used for marketing of our spirit products, increase
inventory levels and the continued establishment of the supply chain. Without the
capital raised in this offering, the Company does not expect its capital reserve and
other sources of revenue to be sufficient to reach our stated goals.

Indebtedness

The Company's debt consists of $226,908 of convertible notes, accounts payable to
vendors and to officers for compensation totaling $240,499, a loan to a director, Glenn
Pohs, in the amount of $25,000, plus accrued interest of $4,508 and other liabilities
totaling $2,467. The loan to Mr. Pohs was issued on August 12, 2015, and is without a
maturity date. It is earning 10% annually and has accrued $4,508 in interest. As a



result of the loan, the Company agreed to extend the expiration date and reduce the
strike price of approximately 700,000 warrants. The expiration date was extended to
Dec 31, 2020, and the strike price was reduced to $.0316 per share. The $5,000 per
month burn rate represents D&O liabilities insurance (approx. $1,000 per month) plus
reimbursed officers promotional and advertising expenses. Approximately $4,000 per
month is discretionary expenses (in that it is not a fixed commitment). It is, however,
cash being spent on essential brand building, marketing, advertising and promotional
activities. Officers are receiving a combined compensation of $10,000 per month. Of
the $240,499 in accounts payable to vendors and to officers for compensation
$204,200 is due to officers. Such amounts are payable upon demand and have no set
payment terms and are not evidenced by a promissory notes. The remaining amount
of $36,299 is due to various vendors included Jersey Artisan in the amount of $15,466
and to a director, Glenn Pohs, of $10,516, representing unpaid expense
reimbursements.

Recent offerings of securities

e 2017-07-12, Regulation CF, 222249 Convertible Note. Use of proceeds: General
Corporate Purposes

e 2015-11-01, Reg D, 356275 Common Stock and Warrants. Use of proceeds:
General Corporate Purposes

USE OF PROCEEDS

The Company intends to use the net proceeds of this offering for working capital and
general corporate purposes, which includes the specific items listed below. While the
company intends to use the net proceeds from this offering in the manner described
above, it cannot specify with certainty the particular uses of the net proceeds that it
will receive from this offering. Accordingly, the Company will have broad discretion in

using these proceeds.

The proceeds of this offering are intended to complete a vertically integrated set of
capabilities and assets within Epec's supply chain. This is consistent with our
objective to manage the development and integration of an emerging sorghum sugar
seed to a high value finished good. Our goal is for Epec's proprietary holdings to
enable us to manage the complete production cycle from sorghum seed to finished
product, which will include planting, harvesting, and processing the sorghum cane
into syrup; then fermenting, distilling, barrel aging, bottling, and marketing our
unique spirit. Additionally, a portion of the use of proceeds of this offering may be



used in connection with the acquisition and scaling of Jersey Artisan Distilling, Inc.
the current manufacturer of Sorgho Whiskey*.

Approximate use of funds:

Raise Size $10,000.00 $308,000.00
Offering expenses $8,025.00 $25,480.00

Startengine fees ($4K+6% commission+BAK) $5,025.00 $22,480.00

Legal $4,975.00  $5,000.00
Acquisition of JAD $0.00 $40,000.00
Repayment of Debt $0.00 $10,000.00
Inventory Accumulation $0.00 $55,000.00
Marketing $0.00  $35,000.00
Working capital $0.00 $117,520.00
Sorghum Technology (DBR) $0.00 $25,000.00
Total $10,000.00 $308,000.00
Irregular Use of Proceeds

The Company might incur irregular use of proceeds that may include but are not
limited to the following over $10,000: vendor payments and salary made to insiders, a
friend or relative; any expense labeled "Administrative Expenses” that is not strictly
for administrative purposes; any expense labeled "Travel and Entertainment”; the
acquisition of JAD; repayment of debt; and any expense that is for the purposes of
inter-company debt or back payments.

REGULATORY INFORMATION
Disqualification

No disqualifying event has been recorded in respect to the company or its officers or
directors.

Compliance failure
The company has not previously failed to comply with Regulation CF.
Annual Report

The company will make annual reports available at http://jamesfchyde.com/invest.
The annual reports will be available within 120 days of the end of the issuer's most
recent fiscal year.
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INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

To the Board of Directors and Stockhalders of
EPEC Holdings, In¢. and Subsidiaries

We have reviewed the accompanying consolidated financial statements of EPEC Holdings, Inc. and
Subsidiaries, which comprise the consalidated balance sheets as of December 31, 2016 and 2015,
and the related consolidated statements of comprehensive loss, changes in stockholders’ equity and
cash flows for each of the years then ended, and the related notes to the consolidated financial
statements. A review includes primarily applying analytical procedures te management's financial data
and making inquiries of company management. A review is substantially less in scope than an audit,
the objective of which is the expression of an opinion regarding the financial statements as a whole.
Accordingly, we do not express such an opinion.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement
whether due to fraud or error.

Accountants’ Responsibility

Our responsibility is to conduct the review engagements in accordance with Statements on Standards
for Accounting and Review Services promulgated by the Accounting and Review Services Committee
of the American Institute of Certified Public Accountants, Those standards require us to perform
procedures to obtain limited assurance as a basis for reporting whether we are aware of any material
modifications that should be made to the financial statements for them to be in accordance with
accounting principles generally accepted in the United States of America. We believe that the results
of our procedures provide a reasonable basis for our conclusion.

Accountants’ Conclusion
Based on our reviews, we are not aware of any material modifications that should be made to the

accompanying consolidated financial statements in order for them to be in accordance with accounting
principles generally accepted in the United States of America.



Emphasis of Matter

The accompanying consclidated financial statements have been prepared assuming that the Company
will continue as a going concern. As discussed in Note B to the consolidated financial statements, the
Company has suffered recurring losses from operations and has a net capital deficiency that raises an
uncertainty about its ability to continue as a going concern. Management's plans in regard to these
matters are also described in Note B. The consolidated financial statements do not include any
adjustments that might result from the outcome of this uncertainty. Qur conclusion is not modified with
respect to this matter,

ZienaOrpa, UL

Fort Lauderdale, FL
June 27, 2017



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Consolldated Balance Sheets

{Sce independent accountants' review report and notes to consclidated financlal statements)

ASSETS
Curren] Assets

Cash

Advances

Accounts recelvable
Note receiveble
Prepard expenses

Total Current Assets

Othor Assats
Investment in unconsolidated subsidiary
Investment in marketable securities
Intangible assets

Total Other Assets
Tota! Assots

HIABILITIES AND STOCKHOLDERS' EQUITY
Cumrent Liabliities

Accounts payable and accrued expenses
Notes payable - related parties

Total Current Liabitities
Contingencles
STOCKHOLDERS' EQUITY

Preferred stock, $.0001 par value, 5,000,000 shares authorized;
na shares issuved and outstanding

Common stock, $.0001 par value, 100,000,000 shares authenzed;

82,004,334 and 77,528,500 shares issued and cutstanding as of
Decamber 31, 2016 and 2015, respectively

Additicnal patd in capital

Accumulaled deficit

Accumulated other comprehonsive loss

Total Stockhalders' Equity

Total Liabilities and Stockholders’ Equity

BDecembar 31,

2016 2015
2,361 $ 4,506
124,778 94,966
23,308 -
- 133,444
1,349 1,207
152,396 234,613
169,551 167,112
. 80
7,795 6,545
177,348 174,537
329,742 $ 409,150
186,274 $ 97,653
25,000 25,000
221,274 122,653
8,201 7,753
B,361,462 8,120,810
(8,261,198) (7,805,346)
- (36.720)
108,468 286,497
320,742 $ 409,150




EPEC HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Statements of Comprehensive Loss

(See independent accountants’ review report and notes to consolidated financial statements)

Revenues

Cperating expenses:
General and administrative expenses
Stock compensation

Total operating expenses

Net operating loss

Other {expenses) income:
Interest income
Bad debt
Impairment of investment in unconsolidated subsidiary
Loss on marketable securities
Interest expense

Total other {expenses) incoma
Net loss
Other comprehensive income (loss):
Unrealized loss on marketable securities
Reclassification adjustment for losses
included in net loss

Total other comprehensive income (loss)

Total comprehensive loss

Year Ended Dacembar 31,

2016 2015

$ 30,747 $ -
221,252 141,042

91,800 151,250

313,052 292,292

(282,305) (292,292)

- 47,205

(133,444) -

- {70,500)

(37,600) {19,056)
{2,500) {1,269)
(173,544) (43,620)

(455,849) (335,912)
{880) (62,7386)

37,600 19,056
36,720 (43,680)
$ (419,129) % (379,592)




EPEC HOLDINGS, IKC. AND SUBSIDIARIES

Consolidated Statements of Changes in Stockholders’ Equity
Years Ended December 31, 2018 and 2015
{Son Independ * revlaw report 2nd nakes to

Balance ~January 1, 2015

Issuanee of comman stock, ned of offering costs

Issuance of comman stock for sarvicas

Olher Cosrprahensive loss el dReErnat
for loss included in net loss

Nel loss

Balance -December 31, 2615

Issuznce of comman stock

Issuance af common stock for servicea

Issvance of stork for cashless warcant cor

Olher comprehansive loss Incduding reclassiication
for loss included i nat loss

Mol loss

Balanes Docomber 3, 2015

Accumuisted other Total
Preferred Stock, 5.0001 Par Value Cammon § 3.0801 Par Value Additional Accumulated Comprehenslve Stockholders'
Shares Ampint Sharaa A Pald In Capital Deflelt Inzome{loas) Eruity
] - 74,438,000 § 7419 § THE0,323 § {7.469,434) $ 6,960 % 405,264
- 1,848,600 155 106,380 - - 108,575
- 1,440,000 144 151,106 - - 151,250
- - - - - {43,620) {43,880}
- - - - {325,112) - {335,912)
% . TT528.500 & 775 % s im0 % {1.805,348) & (36,720) § 288,497
- 2,480,334 249 348,031 - - 148,300
- 1,800,000 180 91,620 B - 91,600
- 187,500 12 (19} . . -
. . N - - 36,720 26,720
- - - = (456,849) - (455,8439)
$ - 82,004,334 § 8201 § 8,361,462 § {B,261,185) % - 3 103,468




EPEC HOLDINGS, INC. AND SUBSIDIARIES

Consaolidated Statements of Cash Flows

(See indepandent accountants’ reviaw report and notes to conseclldated financial statemants)

CASH FLOWSE FROM OPERATING ACTWVITIES
Net loss
Adjustments to reconcile nel lass to net cash used in operating aclivities
Stock Compensation
Loss on disposition of marketable securities
Impairment of investment in unconsolidated subsidiary
Marketable securities received in payment of interest
Bad debt
Changes in operating assels and liabilities
Advances
Accounts receivable
Prepaid expenses
Accrued interest on note receivable
Accounts payable and accrued expenses

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Capitalized intangible costs
Investment in unconsclidated subsidiaries
Proceeds from sale of marketable securities
Payment on note recelvable

Net cash (used in) provided by invesling activities
CASH FLOWS FROM FINANCING ACTIVITIES
Praceeds from sale of common stock
Proceeds from note payable
Net cash provided by financing activities
Net dacreass in cash
Cash - beginning of year
Cash - end of year
Supplemental disclosure of cash flow information:
Interest paid

Supplemental disclosure of non-cash financing activities:
Application of deposit to purchase of common stock

Year Ended December 31,

2016 2015
$ {455,849) $ (335912)
81,800 151,250
37,600 19,056
- 70,500
- (37.600)
133,444 B
(29.812) (75,315)
(23,308) 660
(52) 4,528
- (9.605)
98,621 64,013
(147,556) (148,425)
{1,250) (1,300)
(2,439) {10,270)
- 20,944
- 3,000
(3,689} 12,374
149,300 62,100
- 25,000
149,300 87,100
{1,945) (48,951)
4,906 53,857
$ 2,961 $ 4,906
$ - 3 302
$ - $ 47,475




EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note A- Organization and Summary of Significant Accounting Policies

[11

[2]

31

[4]

5]

Organization and Business Operations

EPEC Holdings, Inc. {the "Company") was organized under the laws of the state of Florida,
and is headquartered in Broward County, Florida. The Company was incorporated on
October 9, 2008. The Company was formed for the purpose of serving as a holding
company for affiliated entities involved in the development and operation of value-added
products from Sorghum bicolor, a hearty plant which yields abundant grain and sugar. The
Company holds a 100% equity interest in two subsidiaries, The Sorghrum Alliance Corp.,
and EPEC Spirits, Inc and a minority equity interest in Delta Bio Renewables, LLC.
(collectively, the “Entifies”). In 2014, after changing the business model, the Company
changed its name, dropping the word “biofuels” to more accurately reflect its broader
focus. The Company, through its licensee, Jersey Artisan Distiller, Inc. (“*JAD”) is currently
producing, marketing and selling its product known as James F. C. Hyde Sorgho Whiskey.

Basis of Consolidation

The consolidated financial statements include the accounts of the following wholly owned
subsidiaries:

. EPEC Spirits, Inc.
. Sorghrum Alliance Corp.

All intercompany balances, transactions and profits or losses have been eliminated in
consolidation.

Cash and Investments

The Gompany’s policy is to maintain funds only with financial institutions it considers
reputable and where management believes that the risk of loss is minimal. Invesiment
securities that are held by the Company, are bought and held principally for the purpose of
selling them in the near term, are classified as “available for sale” and principally consist of
equity securities. These investments are carried at fair value with changes in fair value
included in other comprehensive income.

Accounts Receivable

Accounts receivable are stated at the amount the Company expects o collect from
outstanding balances, net of discounts, markdowns and advertising allowances among
other things. The Company uses the allowance method to provide for uncollectible
accounts receivable. During the years ended December 31, 2016 and 2015 there was no
charge o bad debt expense for accounts receivable. In addition, the Company has

determined an allowance for doubtful accounts was not necessary as of December 31,
2016 and 2015.

Concentration of Credit Risk

Financial instruments, which potentially subject the Enfities {o concentrations of credit risk,
consist principally of cash and accounts receivable. The Company places its cash with

high credit quality financial institutions and cash balances at each financial institution may
exceed insured limits.



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note A- Organization and Summary of Significant Accounting Policies (continued)

[5]

(6]

[7]

Concentration of Credit Risk (continued)

The Company believes that there is no significant risk with respect to such deposits.
Concentration of credit with respect o receivables primarily represent unsecured credit
extended to its suppliers.

Fair Value of Financial Instruments

Financial Accounting Standards Board (“FASB”) Accounting Standards Codification
(“ASC”) 820-10, “Fair Value Measurements”, establishes a framework for measuring fair
value. That framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority
to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measuremenis) and the lowest priority to unobservable inputs (Level 3 measurements).
The three levels of the fair value hierarchy under ASC 820-10 are described as follows:

Level 1-Inputs fo the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Entities have the ability to
access.

Level 2-Inputs to the valuation methodology include:

. quoted prices for similar assets or liabilities in active markets;

. quoted prices for identical or similar assets or liabilities in inactive
markets;

. inputs other than quoted prices that are observable for the asset or
liability;

. inputs that are derived principally from or corroborated by observable

market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must
be observable for substantially the full term of the asset or liability.

Level 3-Inputs to the valuation methodology are unobservable and significant o the
fair value measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
uncbservable inputs.

The carrying amounts of cash, advances, accounis receivable, note receivable, and
accounts payable and accrued expenses approximate their fair value due to the shori-term
maturity of these instruments.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and
assumptions that affect the reporied amounts of assets and liabilities and disclosure of



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note A- Organization and Summary of Significant Accounting Policies (continued)

[7]

[8]

[9]

[10]

[11]

[12]

Use of Estimates (continued)

contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Such estimates and
assumptions impact, among others, the following: the fair value of share-based payments
and deferred taxes. Making estimates requires management to exercise significant
judgment. It is at least reasonably possible that the estimate of the effect of a condition,
situation or set of circumstances that existed at the date of the financial statements, which
management considered in formulating its estimate could change in the near term due to
one or more future confirming events. Accordingly, the actual resulis could differ from
those estimates.

Risks and Uncertainties

The Company operates in an industry that is subject to intense competition and changes
in consumer demand. The Company's operations are subject to significant risk and
uncertainties, including financial and operational risks and the potential risk of business
failure.

Revenue Recognition

The Company recognizes revenue at the time the following criteria are met: (1) persuasive
evidence of an arrangement exists; (2) delivery has occurred or services have been
rendered; (3) the fee is fixed or determinable; and (4) collectability is reasonably assured.
The Company has had limited sales of its products. Royalty fees are recognized when
earned in accordance to the license agreement.

Investment in Unconsolidated Subsidiary

Investment in unconsoclidated subsidiary is not controlled, and over which the Company
does not have the ability o exercise significant influence is accounted for at acquisition
cost and adjusted to fair value.

Stock Based Compensation

The Company applies the fair value method of ASC 718, Share Based Payment, in
accounting for its stock based compensation. This accounting standard states that
compensation cost is measured at the grant date based on the value of the award and is
recognized over the service period, which is usually the vesting period, if any. As the
Company does not have sufficient, reliable and readily determinable values relating fo its
common stock, the Company has used the stock value pursuant to its most recent sale of
stock for purposes of valuing stock based compensation.

Intangible assets

The Gompany capitalizes external costs, such as filing fees and associated attorney
fees, incurred to obtain issued patents and trademarks. The Company expenses costs
associated with maintaining and defending patents and trademarks subsequent to their
issuance in the period incurred. The Company assesses the potential impairment to all
capitalized net patent and trademark costs when events or changes in circumstances



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note A- Organization and Summary of Significant Accounting Policies (continued)

[12]

[13]

[14]

[15]

[16]

Intangible assets (continued)

indicate that the carrying amount of iis intangibles may not be recoverable. As of
December 31, 2016 and 2015 capitalized trademarks costs totaled $7,795 and $6,545,
respectively.

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences
attributable to temporary differences between the financial statement carrying amounts of
existing assets and liabilities and the respective tax bases. Deferred tax assets, including
tax loss and credit carryforwards, and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or setfled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the enactment date.
Deferred income tax expense represents the change during the period in the deferred tax
assets and deferred tax liabilities. The components of the deferred tax assets and
liabilities are individually classified as current and non-current based on their
characteristics. Deferred fax assets are reduced by a valuation allowance when, in the
opinion of the Company, it is more likely than not that some portion or all of the deferred
tax assets will not be realized. The effect of income tax positions is recognized only if
those positions are more likely than not of being sustained. Recognized income tax
positions are measured at the largest amount that is greater than 50% likely of being
realized. Changes in recognition or measurement are reflected in the period in which the
change in judgment occurs. The Company measures and recognizes the tax implications
of positions taken or expected to be taken in its tax returns on an ongoing basis. In 2016
and 2015, the Company had no unrecognized tax benefits or liabilities, and no adjustment
to its financial position, results of operations or cash flows were required.

Advertising Costs

Advertising cosis are charged to operations when incurred. Advertising expense was
approximately $16,000 and $3,000 for the years ended December 31, 2016 and 2015,
respectively.

Subsequent Events

The Company has evaluated subsequent evenis through June 27, 2017, the date the
financial statementis were available to be issued and has determined that there are no
reportable evenis except for those events disclosed in Notes | and L.

Recent Accounting Pronouncements

In January 2016, the FASB issued Accounting Standards Update (*ASU") 2016-
01, Recognition and Measurement of  Financial ~Liabilities. This update makes
amendmentis to the guidance in U.S. GAAP on the classification and measurement
of financial instruments. The new standard significantly  revises an entity's accounting r
elated to (1) the classification and measurement of investments in equity securities and (2)
the presentation of certain fair value changes for financial liabilities measured at fair

10



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note A- Organization and Summary of Significant Accounting Policies (continued)
[16] Recent Accounting Pronouncements (continued)

value. It also amends certain disclosure requirements associated with the fair value of
financial instruments. ASU 2016-01 is effective for fiscal years beginning after December
15, 2017, including interim periods within those fiscal years. The Gompany is evaluating
the effect that the updated standard will have on the consolidated financial statements and
related disclosures.

In February 2016, the FASB issued ASU 2016-02, “Leases” (Topic 842)” (“ASU 2016-02")
which supersedes FASB ASC Topic 840, “Leases” and provides principles for the
recognition, measurement, presentation and disclosure of leases for both lessees and
lessors. The new standard requires lessees to apply a dual approach, classifying leases
as either finance or operating leases based on the principle of whether or not the lease is
effectively a financed purchase by the lessee. This classification will determine whether
lease expense is recognized based on an effective interest method or on a straight-line
basis over the term of the lease, respectively. A lessee is also required to record a right-
of-use asset and a lease liability for all leases with a term of greater than twelve months
regardless of classification. Leases with a term of twelve months or less will be accounied
for similar {o existing guidance for operating leases. The standard is effective for the
Entities beginning January 1, 2020, with early adoption permitted. The Entities are
currently evaluating the impact of adopting ASU 2016-02 on the consolidated financial
statements and related disclosures.

In March 2016, the FASB issued ASU 2016-09, Improvements to Employee Share-Based
Payment Accounting, which simplifies several aspects of the accounting for employee
share-based payment transactions for both public and nonpublic entities, including the
accounting for income taxes, forfeitures and statutory tax withholding requirements, as
well as classification in the statement of cash flows. Early adoption is permitted and the
updated standard must be adopted no later than the first quarter of fiscal 2018. The
Entities are currently evaluating the effect that the updated standard will have on the
consolidated financial statements and related disclosures.

In May 2014, the FASB issued ASU 2014-08, “Revenue from Contracts with Customers”
which supersedes the previous revenue recognition requirements and requires entities to
recognize revenue in a way that depicts the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be
entitled 1o in exchange for those goods or services. This ASU is effective for fiscal years,
and beginning after December 15, 2018. The Entities are currently evaluating the impact
of adopting this standard on the consolidated financial statements and related disclosures.

Note B - Liquidity and Going Concern
The financial statements have been prepared on a going concern basis, and do not reflect any

adjustments related to the uncertainty surrounding the Company’'s recurring losses or
accumulated deficit

11



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note B — Liquidity and Going Concern (continued)

The Gompany currently has no significant revenue and is experiencing significant losses. These
factors raise an uncertainty about its ability to continue as a going concern. Management has
financed the Company's operations principally through loans from the founders and related
parties and through sales of its common stock. The Company intends to raise money through
private equity financing to fund its working capital needs. Management cannot provide any
assurances that the Company will be successful in completing these financings and
accomplishing any of its plans.

Note C — Advances

The Gompany has advanced funds and purchased biomass and other supplies on behalf of two
distillers to produce its products. The advances are evidenced by a secured promissory note with
an original maturity date of December 31, 2016, which was subsequently extended to October 31,
2017 for advances up to $250,000. The note bears no interest but in the event of a default the
interest rate would increase to 18% per annum. The note is secured by all the assets and
intellectual property of the distillers. As of December 31, 2016 and 2015 advances totaled
$124,778 and $94,966, respectively.

Note D — Accounts Receivable

During 2015, the Company ended its relationship with one spirits distiller and entered into an
agreement with JAD. The agreement entered into on July 18, 2015 granted a non-exclusive
license to use the brand and mark "JFC Hyde” in the United States of America. The agreement
requires the licensee to manage all distillation, bottling, sales and distribution for a fixed royalty
fee. For the years ended December 31, 2016 and 2015, royalty revenues totaled $23,308 and
$0, respectively.

Note E — Note Receivable

The Company held a promissory note with an investor dated October 11, 2013 with an original
principal balance of $150,000, and interest at a rate of 12% per annum. The unpaid principal
balance at January 1, 2015 was $98,000. During 2016, the Company received a principal
payment of $3,000 but subsequently determined that the note was uncollectible. The Company
recorded bad debt expense of $133,444, comprised of principal of $95,000 and unpaid accrued
interest of $38,444.

Note F - Investment of Unconsolidated Subsidiary

On May 7, 2012 the Company acquired a 16.45% interest in Delta Bio Renewables, LLC a
Tennessee based Company that grows and cultivates sweet sorghum Biomass. As of December
31, 2016 the interest has been reduced to 12.766% due to dilution. The Company has accounted
for this investment of unconsolidated subsidiary at acquisition cost and has classified the
investment as available for sale.

12



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note F - Investment of Unconsolidated Subsidiary (continued)

The Company reporis the investment at fair value. During 2015 the Company determined that
the investment had declined in value and that the impairment was other than temporary.
Accordingly, the Company reduced the carrying value of the investment by $70,500 and
recognized a loss for that amount.

The investment is classified as a level 3 investment in the fair value hierarchy. The changes in
the level 3 investment are summarized as follows:

Balance - January 1, 2015 $227,342
Investment made during 2015 10,270
Impairment {70,500)

Balance - December 31, 2015 167,112
Investment made during 2016 2,439

Balance - December 31, 2016 $ 169,551

Carrying value approximates fair value as of December 31, 2016 and 2015.
Note G — Investment in Marketable Securities
At December 31, 2016 and 2015, marketable securities were $0 and $880, respectively.

Investments in equity securities have been valued using closing quoted market prices reported on
the active market on which the individual securities are traded. All securities are level 1 within the
fair value hierarchy.

Proceeds from the sale of available-for-sale securities and the resulting gross realized losses
included in the determination of net loss are as follows:

December 31,

2016 2015
Available-for-sale security:
Proceeds $ - $ 20,944
Gross realized losses $ 37,600 $ 19,056

As aresult of the disposition of all of the marketable securities during the year ended December
31, 2016, all prior unrealized losses plus the 2016 unrealized loss of $880 have been realized
and are included in net loss and reclassified in determining other comprehensive income for the

13



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note G — Investment in Marketable Securities (continued)

year ended December 31, 2016. The reclassification adjustment for realized losses for the year
ended December 31, 2016 was $37,600.

The change in net unrealized losses on available-for-sale securities for the year ended December
31, 2015, of $ 62,736 has been included as a component of comprehensive loss. The
reclassification adjustment for realized losses for the year ended December 31, 2015 was
$19,056.

Note H—- RELATED PARTY TRANSACTIONS

On August 12, 2015, one of the Company's directors advanced $25,000 to pay for various
activities of the Company. Such amounts are payable upon demand and accrue interest at 10%
per annum. As of December 31, 2016 and 2015, accrued and unpaid interest totaled $3,466 and
$966, respectively and are included in accounts payable and accrued expenses. Interest expense
was $2,500 and $966 for the years ended December 31, 2016 and 2015, respectively.

Note I - STOCKHOLDERS' EQUITY

Common Stock

The Company is authorized fo issue 100,000,000 shares of common stock with a par value of
$0.0001.

During 2016 and 2015, the Company sold 2,488,334 and 1,949,600 shares, respectively, for
$0.06 per share and issued a like number of three year warrants (see warrants below).

Also during 2016 and 2015, the Company issued 1,800,000 and 1,440,000 shares, respectively,
for services performed at $0.06 per share. For the years ended December 31, 2016 and 2015,
the Company recognized stock compensation expense totaling approximately $92,000 and
$150,000, respectively, in connection with these and other warrants previously issued by the
Company. Gompensation expense at December 31, 2016 to be recognized in future years totals
approximately $16,000.

14



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note | - STOCKHOLDERS' EQUITY (continued)
Warrants

The Company had the following warrant activity:

Weighted
Average

Warrants Exercise Price
Qutstanding — January 1, 2015 1,449,500 $ 0.05
Exercisable - January 1, 2015 1,449,500 0.05
Granted 1,949,584 0.003
Qutstanding — December 31, 2015 3,399,084 0.02
Exercisable - December 31, 2015 3,399,084 0.02
Granted 2,488,334 0.003
Exercised (208,333) 0.003
Forfeited/cancelled (750,000) 0.05
Outstanding — December 31, 2016 4,929,085 0.01
Exercisable - December 31, 2016 4,929,085 $ 0.01

Warrants Outstanding Warranis Exercisable
Weighted
Average Weighted
Remaining Average
Range of Number Contractual Exercise Number
Exercise prices Outstanding Life {(in years) Price Exercisable

$ 0.003-0.05 4,929,085 2.24 Years $ 0.01 4,929,085

In January of 2017, the Company repriced certain of the warrants issued to its investors from
$0.04 to $0.003 with a cashless exercise option. As such, the above table has been retroactively

restated to reflect this change in price.

Note J — Income Taxes

The tax effect of temporary differences that give rise to significant portions of deferred tax assets

and liabilities at December 31, 2016 and 2015 consists of the following:

2016 2015
Gross deferred tax assets:
Net operating loss carryforwards $ 494,965 $ 392,666
Accrued compensation 47,941 24,460
Total deferred tax assets 542,906 417,126
Less: valuation allowance {542,906) (417,126)
Net deferred tax asset $ -  $ -

The valuation allowance increased by $125,780 and $49,834 for the years ended December 31,

2016 and 2015, respectively.

15



EPEC HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
(See independent accountanis' review report)
December 31, 2016 and 2015

Note J — Income Taxes (continued)
The actual tax benefit differs from the expected tax benefit (computed b