Offering Memorandum: Part II of Offering Document (Exhibit A to Form
C)

2124 Brewing Company LLC
8321 Ohio River Boulevard
Emsworth, PA 15202
https://aurochsbrewing.com/

Up to $525,000.00 Convertible Promissory Note.
Minimum Target Amount: $10,000.00

A crowdfunding investment involves risk. You should not invest any funds in this
offering unless you 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 regulatory authority. Furthermore, these authorities have not passed
upon the accuracy or adequacy of this document.

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

These securities 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 exempt from registration.



Company:

Company: 2124 Brewing Company LLC

Address: 8321 Ohio River Boulevard, Emsworth, PA 15202
State of Incorporation: PA

Date Incorporated: April 18, 2012

Terms:

Convertible Promissory Notes

Offering Minimum: $10,000.00 of Convertible Promissory Note.
Offering Maximum: $525,000.00 of Convertible Promissory Note.
Type of Security Offered: Convertible Promissory Note.
Note converts to Common Units when the company raises $5,000,000.00 in a
gualified equity financing.
Maturity Date: September 01, 2024
Valuation Cap: $15,000,000.00
Discount Rate: 15.0%
Annual Interest Rate: 6.0%
Minimum Investment Amount (per investor): $250.00

Terms of the underlying Security

Underlying Security Name: Common Units

Voting Rights:

1 vote per unit. The holders of record of Common Units, exclusively and as a
separate class, shall be entitled to elect two Directors of the Company (the “Common
Directors™) one of which shall be the Chief Executive Officer of the Company.

Material Rights:

<p>The total amount outstanding includes 300,000 shares to be issued
pursuant to stock options, reserved but unissued.</p> <p>Refer to the Company's
Third Amended and Restated Operating Agreement, attached as Exhibit F to the
Offering Memorandum, for a full description of distribution rights, liquidation
preferences, and drag-along rights.</p> <p><strong><ins>Voting Rights (applies when
the convertible notes of this Reg. CF offering convert into Common Units)</ins>
</strong></p> <p>Each Subscriber shall appoint the Chief Executive Officer of the
Company (the "CEO™), or his or her successor, as the Subscriber’s true and lawful
proxy and attorney, with the power to act alone and with full power of substitution, to,
consistent with this instrument and on behalf of the Subscriber, (i) vote all Securities,
(ii) give and receive notices and communications, (iii) execute any instrument or
document that the CEO determines is necessary or appropriate in the exercise of its
authority under this instrument, and (iv) take all actions necessary or appropriate in
the judgment of the CEO for the accomplishment of the foregoing. The proxy and



power granted by the Subscriber pursuant to this Section are coupled with an interest.
Such proxy and power will be irrevocable. The proxy and power, so long as the
Subscriber is an individual, will survive the death, incompetency and disability of the
Subscriber and, so long as the Subscriber is an entity, will survive the merger or
reorganization of the Subscriber or any other entity holding the Securities. However,
the Proxy will terminate upon the closing of a firm-commitment underwritten public
offering pursuant to an effective registration statement under the Securities Act of
1935 covering the offer and sale of Common Stock or the effectiveness of a
registration statement under the Securities Exchange Act of 1934 covering the
Common Stock.</p>

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

Voting Rights (a
Common Units)

Each Subscriber shall appoint the Chief Executive Officer of the Company (the “CEQ”),
or his or her successor, as the Subscriber’s true and lawful proxy and attorney, with the
power to act alone and with full power of substitution, to, consistent with this
instrument and on behalf of the Subscriber, (i) vote all Securities, (ii) give and receive
notices and communications, (iii) execute any instrument or document that the CEO
determines is necessary or appropriate in the exercise of its authority under this
instrument, and (iv) take all actions necessary or appropriate in the judgment of the
CEOQO for the accomplishment of the foregoing. The proxy and power granted by the
Subscriber pursuant to this Section are coupled with an interest. Such proxy and
power will be irrevocable. The proxy and power, so long as the Subscriber is an
individual, will survive the death, incompetency and disability of the Subscriber and,
so long as the Subscriber is an entity, will survive the merger or reorganization of the
Subscriber or any other entity holding the Securities. However, the Proxy will
terminate upon the closing of a firm-commitment underwritten public offering
pursuant to an effective registration statement under the Securities Act of 1933
covering the offer and sale of Common Stock or the effectiveness of a registration
statement under the Securities Exchange Act of 1934 covering the Common Stock.

Investment Incentives®

10% Family and Friends Discount - Invest in First 72 hours

2124 Brewing Company LLC will offer 10% additional bonus interest for all
investments that are committed by investors within the first 72 hours of launching the
campaign.

5% Earlv Bird Discount - Invest in First 7 Days

2124 Brewing Company LLC will offer 5% additional bonus interest for all investments
that are committed by investors within the first 7 days of launching the campaign.



Tier 1 Investment Perks: $250

1 Can Magnet Opener
1 Sticker
1 Ownership certificate

Tier 2 Investment Perks: $500

1 T-Shirt

All Tier 1 Perks

Tier 3 Investment Perks: $1,000
1 Can Glass

All Lower Tier Perks

Tier 4 Investment Perks: $5,000

1 Backpack
All Lower Tier Perks including 2 each of perks from Tiers 1-3.

Tier 5 Investment Perks: $10,000

1 Cooler
All Lower Tier Perks including 4 each of perks from Tiers 1-5.
A zoom call with the founders.

Note that beer can only be provided for the call in states in which Aurochs Brewing
Company is eligible to ship or distribute into at the time of the call.

2% Bonus interest

2124 Brewing Company LLC will offer 2% additional bonus interest for all investments
that are committed by investors who invest $10,000 in the campaign.

Tier 6 Investment Perks: $25,000

All Lower Tier Perk in Tiers 1-4 including 4 each of perks from Tiers 1-3.

A zoom call with the founders.

Note that beer can only be provided for a call in states in which Aurochs Brewing
Company is eligible to ship or distribute into at the time of the call.

5 % Bonus Interest for Tier 6 Investors




2124 Brewing Company LLC will offer 5% additional bonus interest for all investments
that are committed by investors who invest $25,000 in the campaign.

*All perks occur after offering is completed.

10% StartEngine Owners' Bonus

2124 Brewing Company LLC will offer 109 additional bonus interest for all
investments that are committed by investors that are eligible for the StartEngine
Crowdfunding Inc. OWNer's bonus.

Eligible StartEngine shareholders will receive a 10% increase in the annual interest
rate on Convertible Promissory Notes in this Offering. This means your annual
interest rate will be 6.6% instead of 6%.

This 10% Bonus is only valid during the investors eligibility period. Investors eligible
for this bonus will also have priority if they are on a waitlist to invest and the company
surpasses its maximum funding goal. They will have the first opportunity to invest
should room in the offering become available if prior investments are cancelled or fail.

Investors will only receive a single bonus, which will be the highest bonus rate they
are eligible for.

The Company and its Business

Company Overview

2124 Brewing Company LLC (doing business as "Aurochs Brewing Company”) makes
great tasting craft beer that is naturally gluten-free in our dedicated facility in
Pennsylvania. Our products are safe for those customers who are medically required to
follow a gluten-free diet, however, we believe that our superior flavor profile appeals
to a wider audience including consumers who love craft beer as well as those following
a more active lifestyle, We have distribution in 9 states, have won 4 national awards in
4 years, and have distribution in key retailers including Wegmans, Whole Foods, Giant
Eagle, and Total Wine & More. H1 2021 gross revenue is up approximately 79% in
comparison to H1 2020. H1 and H2 are the first six months of year.

Competitors and Industry

At this moment, the Company believes that no one has really captured the national
market for great tasting naturally gluten-free beer because either other products are
either not entirely gluten-free (i.e., gluten-reduced) and cannot be labeled gluten-free
according to FDA standards, have an inferior taste profile, or have limited
distribution.

National gluten-reduced beer brands include Omission, Stone Delicious IPA, and New
Belgium Glutiny.

National gluten-free beers include Anheuser Busch Redbridge and Glutenberg.



Local and regional competitors include Bards, Lakefront New Grist, New Planet,
Holidaily Brewing, Ghostfish Brewing, Harvester Brewing, NEFF Brewing, Departed
Soles Brewing, Burning Brothers Brewing, Alt Brewing, Moonshrimp Brewing, and
Bierly Brewing among others.

Beer substitutes include cider, wine, and hard seltzers, which are generally gluten-
free. For certain consumers that are not medically required to follow a gluten-free
diet, general craft brewers would be considered competitors.

The overall beer market in the United States is $94 billion, and the craft beer market in
the United States is $22.2 billion. Meanwhile, the global gluten-free market is $6
billion and projected to grow to $7.6B by 2024,

https://www.globenewswire.com/news-release/2018/12/05/1662178/0/en/Gluten-
Free-Product-Market-Will-Reach-USD-7-60-Billion-By-2024-Globally-Zion-Market-
Research.html

https://www.brewersassociation.org/statistics-and-data/national-beer-stats/
Current Stage and Roadmap

Current Stage

Qur company is currently distributed in 9 states as well as Washington D.C. We have
added 8 states in 6 months and plan to expand to 38 markets (including Washington
D.C.) by the end of 2022. We sell our product through three primary channels: direct to
consumers out of our tap room, wholesale distribution, and direct to consumer via
shipping. We have distribution in key retailers including Wegmans, Giant Eagle, and
Total Wine & More. We are struggling to keep up with orders and are working to
expand our capacity to help meet demand.

Although we have offered over 40 different styles through our tap room, we primarily
sell our six core styles through distribution: Aurochs Blonde Ale, Aurochs Session IPA,
Aurochs Amber Ale, Aurochs Porter, Aurochs Light Lager, and Aurochs Hazy IPA.
Earlier this year, we launched the Aurochs Hefe, the Aurochs Strawberry Blonde, and
the Aurochs Hazy IPA Sunrise Series #1 through distribution in cans.

F R m

We anticipate launching the following styles through distribution in cans in the near
future: Aurochs Hazy IPA Sunrise Series #2, Aurochs Pumpkin Ale, Aurochs Christmas
Ale, and the Aurochs Margrita Gose. We also plan to expand the capabilities at our
current tasting room while exploring opening additional locations.

The Team
Managers

Name: Rvan Bove



Ryan Bove's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

¢ Position: Co-Founder, CEO, President, and Manager
Dates of Service: April 18, 2012 - Present
Responsibilities: Oversees the strategy, finance, and operations of the company.
Ryan earns $42,000 per year in salary plus health insurance.

Other business experience in the past three years:

¢ Employer: Ryan M Bove LLC
Title: Founder

Dates of Service: July 01, 2021 - Present
Responsibilities: Serves as a start-up consultant.

Name: Doug Foster
Doug Foster's current primary role is with the Issuer,
Positions and offices currently held with the issuer:

¢ Position: Co-Founder & Manager
Dates of Service: April 18, 2012 - Present
Responsibilities: Doug oversees the sales, distribution, and marketing of
Aurochs Brewing Company. Doug receives $42,000 per year.

Other business experience in the past three years:

e Employer: Soergel Orchards/Naturally Soergels
Title: Part-time assistant
Dates of Service: January 01, 2012 - Present
Responsibilities: Doug's wife, Amy Soergel, is part of a family farm and business
that has been around for multiple generations. On occasions, Doug helps out in a
limited capacity with odd tasks and responsibilities.

Name: Brian Scott

Brian Scott's current primary role is with PittMoss. Brian Scott currently services 2
hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

e Position: Board Member
Dates of Service: August 01, 2015 - Present
Responsibilities: Providing strategy and company oversight. Brian currently does



not receive salary or equity compensation for his role.

Other business experience in the past three years:

e Employer: PittMoss
Title: CEO & President
Dates of Service: May 01, 2016 - Present
Responsibilities: Brian is responsible for managing the company and making
major corporate decisions.

Other business experience in the past three years:

¢ Employer: Express Management Group
Title: CEO & President
Dates of Service: January 01, 2003 - May 01, 2019
Responsibilities: Responsible for managing the company and overseeing major
corporate decisions.

Name: Edward ("Ted") R. Hobart

Edward ("Ted"™) R. Hobart's current primary role is with Investor, Advisor. Edward
("Ted") R. Hobart currently services 2 hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

e Position: Board Member
Dates of Service: April 01, 2019 - Present
Responsibilities: Responsible for strategy and company oversight. Edward
currently does not receive salary or equity compensation for his role.

Risk Factors

The SEC requires the company to identify risks that are specific to its business and its
financial condition. The company is still subject to all the same risks that all
companies in its business, and all companies in the economy, are exposed to. These
include risks relating to economic downturns, political and economic events and
technological developments (such as hacking and the ability to prevent hacking).
Additionally, early-stage companies are inherently more risky than more developed

companies. You should consider general risks as well as specific risks when deciding
whether to invest.

These are the risks that relate to the Company:

Uncertain Risk
An investment in the Company (also referred to as “we”, "us”, “our”, or “Company”)



involves a high degree of risk and should only be considered by those who can afford
the loss of their entire investment. Furthermore, the purchase of any convertible notes
should only be undertaken by persons whose financial resources are sufficient to
enable them to indefinitely retain an illiquid investment. Each investor in the
Company should consider all of the information provided to such potential investor
regarding the Company as well as the following risk factors, in addition to the other
information listed in the Company’s Form C. The following risk factors are not
intended, and shall not be deemed to be, a complete description of the commercial
and other risks inherent in the investment in the Company.

Our business projections are only projections

There can be no assurance that the Company will meet our projections. There can be
no assurance that the Company will be able to find sufficient demand for our product,
that people think it’s a better option than a competing product, or that we will able to
provide the service at a level that allows the Company to make a profit and still attract
business.

Any valuation at this stage is difficult to assess

The valuation for the offering was established by the Company. Unlike listed
companies that are valued publicly through market-driven stock prices, the valuation
of private companies, especially startups, is difficult to assess and you may risk
overpaying for your investment.

The transferability of the Securities you are buying is limited

Any convertible note purchased through this crowdfunding campaign is subject to

SEC limitations of transfer. This means that the securities that you purchase cannot be
resold for a period of one year. The exception to this rule is if you are transferring the
securities back to the Company, to an “accredited investor,” as part of an offering
registered with the Commission, to a member of your family, trust created for the
benefit of your family, or in connection with your death or divorce.

Your investment could be illiquid for a long time

You should be prepared to hold this investment for several years or longer. For the 12
months following your investment there will be restrictions on how you can resell the
securities you receive. More importantly, there is no established market for these
securities and there may never be one. As a result, if you decide to sell these securities
in the future, you may not be able to find a buyer. The Company may be acquired by
an existing player in the food and beverage industry. However, that may never happen
or it may happen at a price that results in you losing money on this investment.

If the Company cannot raise sufficient funds it will not succeed

The Company, is offering a convertible note in the amount of up to $525,000 in this
offering, and may close on any investments that are made. Even if the maximum
amount is raised, the Company is likely to need additional funds in the future in order
to grow, and if it cannot raise those funds for whatever reason, including reasons
relating to the Company itself or the broader economy, it may not survive. If the
Company manages to raise only the minimum amount of funds, sought, it will have to



find other sources of funding for some of the plans outlined in “Use of Proceeds.”

We may not have enough capital as needed and may be required to raise more capital.
We anticipate needing access to credit in order to support our working capital
requirements as we grow. Although interest rates are low, it is still a difficult
environment for obtaining credit on favorable terms. If we cannot obtain credit when
we need it, we could be forced to raise additional equity capital, modify our growth
plans, or take some other action. [ssuing more equity may require bringing on
additional investors. Securing these additional investors could require pricing our
equity below its current price. If so, your investment could lose value as a result of this
additional dilution. In addition, even if the equity is not priced lower, your ownership
percentage would be decreased with the addition of more investors. If we are unable
to find additional investors willing to provide capital, then it is possible that we will
choose to cease our sales activity. In that case, the only asset remaining to generate a
return on your investment could be our intellectual property. Even if we are not forced
to cease our sales activity, the unavailability of credit could result in the Company
performing below expectations, which could adversely impact the value of vour
investment.

Terms of subsequent financings may adversely impact your investment

We will likely need to engage in common equity, debt, or preferred equity financings
in the future, which may reduce the value of your investment in our securities.
Interest on debt securities could increase costs and negatively impact operating
results. Preferred securities could be issued in series from time to time with such
designation, rights, preferences, and limitations as needed to raise capital. The terms
of preferred securities could be more advantageous to those investors than to the
holders of preferred securities into which the convertible notes may convert. In
addition, if we need to raise more equity capital from the sale of equity securities,
institutional or other investors mav negotiate terms that are likely to be more
favorable than the terms of your investment, and possibly a purchase price per unit
lower than the conversion price of the convertible notes.

Management Discretion as to Use of Proceeds

Our success will be substantially dependent upon the discretion and judgment of our
management team with respect to the application and allocation of the proceeds of
this Offering. The use of proceeds described below is an estimate based on our current
business plan. We, however, may find it necessary or advisable to re-allocate portions
of the net proceeds reserved for one category to another, and we will have broad
discretion in doing so.

Projections: Forward Looking Information

Any projections or forward looking statements regarding our anticipated financial or
operational performance are hypothetical and are based on management's best
estimate of the probable results of our operations and will not have been reviewed by
our independent accountants. These projections will be based on assumptions which
management believes are reasonable. Some assumptions invariably will not
materialize due to unanticipated events and circumstances beyond management's



control. Therefore, actual results of operations will vary from such projections, and
such variances may be material. Any projected results cannot be guaranteed.

Minority Holder; Securities with No Voting Rights

The convertible note that an investor is buying has no voting rights attached to them,
and the securities into which they may convert will likely have no voting rights
attached to them'. This means that you will have no rights in dictating on how the
Company will be run. You are trusting in management discretion in making good
business decisions that will grow your investments. Furthermore, in the event of a
liquidation of our company, you will only be paid out if there is any cash remaining
after all of the creditors of our company have been paid out.

You are trusting that management will make the best decision for the company
You are trusting in management discretion. You are buying securities as a minority
holder, and therefore must trust the management of the Company to make good
business decisions that grow vour investment.

Insufficient Funds

The company might not sell enough securities in this offering to meet its operating
needs and fulfill its plans, in which case it will cease operating and you will get
nothing. Even if we sell all the convertible notes we are offering now, the Company
will (possibly) need to raise more funds in the future, and if it can’t get them, we will
fail. Even if we do make a successful offering in the future, the terms of that offering
might result in your investment in the company being worth less, because later
investors might get better terms.

This offering involves “rolling closings,” which may mean that earlier investors may
not have the benefit of information that later investors have.

Once we meet our target amount for this offering, we may request that StartEngine
instruct the escrow agent to disburse offering funds to us. At that point, investors
whose subscription agreements have been accepted will become our investors. All
early-stage companies are subject to a number of risks and uncertainties, and it is not
uncommeon for material changes to be made to the offering terms, or to companies’
businesses, plans or prospects, sometimes on short notice. When such changes
happen during the course of an offering, we must file an amendment to our Form C
with the SEC, and investors whose subscriptions have not yet been accepted will have
the right to withdraw their subscriptions and get their money back. Investors whose
subscriptions have already been accepted, however, will already be our investors and
will have no such right.

Our new product could fail to achieve the sales projections we expected

Our growth projections are based on an assumption that with an increased advertising
and marketing budget our products will be able to gain traction in the marketplace at
a faster rate than our current products have. It is possible that our new products will
fail to gain market acceptance for any number of reasons. If the new products fail to
achieve significant sales and acceptance in the marketplace, this could materially and
adversely impact the value of your investment.



We face significant market competition

The brewery industry is highly competitive. Although we believe we have a strategic
location and brand, there are numerous existing breweries in our area. We face
competition from established independent breweries, brewery chains, bars, tasting
rooms and beer manufacturers. Many of our competitors have substantially greater
financial and marketing resources, larger customer bases, longer operating histories,
greater name recognition and more established relationships in the industry than us.
As a result, these competitors may be able to devote greater resources to marketing
and sales than us. There can be no assurance that we will compete successfully with
such competitors.

We are an early stage company and have not yet generated any profits

2124 Brewing Company LLC was formed on 4/18/2012. Accordingly, the Company has
a limited history upon which an evaluation of its performance and future prospects
can be made. Our current and proposed operations are subject to all business risks
associated with new enterprises. These include likely fluctuations in operating results
as the Company reacts to developments in its market, managing its growth and the
entry of competitors into the market. We will only be able to pay dividends on any
membership units once our managers determine that we are financially able to do so.
In addition, as described below, there are over $3,000,000 in distribution preferences
payable to the holders of our current outstanding preferred stock, prior to the
payment of distributions to the holders of our Common Units and any other preferred
units that may be authorized and issued in the future. 2124 Brewing Company LLC has
incurred a net loss and has had limited revenues generated since inception. There is
no assurance that we will be profitable in the next 3 years or generate sufficient
revenues to pay dividends to the holders of the shares.

The cost of enforcing our trademarks and copyrights could prevent us from enforcing
them

Trademark and copyright litigation has become extremely expensive. Even if we
believe that a competitor is infringing on one or more of our trademarks or copyrights,
we might choose not to file suit because we lack the cash to successfully prosecute a
multi-year litigation with an uncertain outcome; or because we believe that the cost of
enforcing our trademark(s) or copyright(s) outweighs the value of winning the suit in
light of the risks and consequences of losing it; or for some other reason. Choosing not
to enforce our trademark(s) or copyright(s) could have adverse consequences for the
Company, including undermining the credibility of our intellectual property, reducing
our ability to enter into sublicenses, and weakening our attempts to prevent
competitors from entering the market. As a result, if we are unable to enforce our
trademark(s) or copyright(s) because of the cost of enforcement, your investment in
the Company could be significantly and adversely affected.

The loss of one or more of our key personnel, or our failure to attract and retain other
highly qualified personnel in the future, could harm our business

To be successful, the Company requires capable people to run its day to day
operations. As the Company grows, it will need to attract and hire additional
employees in sales, marketing, design, development, operations, finance, legal,



human resources and other areas. Depending on the economic environment and the
Company’s performance, we may not be able to locate or attract qualified individuals
for such positions when we need them. We may also make hiring mistakes, which can
be costly in terms of resources spent in recruiting, hiring and investing in the
incorrect individual and in the time delay in locating the right employee fit. If we are
unable to attract, hire and retain the right talent or make too many hiring mistakes, it
is likely our business will suffer from not having the right employees in the right
positions at the right time. This would likely adversely impact the value of vour
investment.

Qur ability to sell our product or service is dependent on outside government
regulation which can be subject to change at any time

Qur ability to sell product is dependent on the outside government regulation such as
the FDA (Food and Drug Administration), FTC (Federal Trade Commission) and other
relevant government laws and regulations. The laws and regulations concerning the
selling of product may be subject to change and if they do then the selling of product
may no longer be in the best interest of the Company. At such point the Company may
no longer want to sell product and therefore your investment in the Company may be
affected.

We rely on third parties to provide services essential to the success of our business
We rely on third parties to provide a variety of essential business functions for us,
including manufacturing, shipping, accounting, legal work, public relations,
advertising, retailing, and distribution. It is possible that some of these third parties
will fail to perform their services or will perform them in an unacceptable manner. It is
possible that we will experience delays, defects, errors, or other problems with their
work that will materially impact our operations and we may have little or no recourse
to recover damages for these losses. A disruption in these key or other suppliers’
operations could materially and adversely affect our business. As a result, your
investment could be adversely impacted by our reliance on third parties and their
performance.

The Company is vulnerable to hackers and cyber-attacks

We may be vulnerable to hackers who may access the data of our investors and the
issuer companies that utilize our platform. Further, any significant disruption in
service on 2124 Brewing Company LLC or in its computer systems could reduce the
attractiveness of the platform and result in a loss of investors and companies
interested in using our platform. Further, we rely on a third-party technology provider
to provide some of our back-up technology. Any disruptions of services or cyber-
attacks either on our technology provider or on 2124 Brewing Company LLC could
harm our reputation and materially negatively impact our financial condition and
business.

The success of our business is highly correlated to general economic conditions.
Demand for our products is highly correlated with general economic conditions, as a
substantial portion of our revenue is derived from discretionary spending, which
typically declines during times of economic instability. Declines in economic



conditions may adversely impact our financial results. Our ability to grow or maintain
our business may be adversely affected by sustained economic weakness and
uncertainty, including the effect of wavering consumer confidence, high
unemployment, and other factors. The inability to grow or maintain our business
would adversely affect our business, financial conditions, and results of operations,
and thereby an investment in our convertible notes.

Class action or other litigation relating to alcohol abuse or misuse could adversely
affect our business.

Companies in the alcohol industry are, from time to time, exposed to class action or
other litigation relating to alcohol advertising, product liability, alcohol abuse
problems or health consequences from the misuse of alcohol. It is also possible that
governments could assert that the use of alcohol has significantly increased
covernment funded health care costs. Litigation or assertions of this type have
adversely affected companies in the alcohol industry, and it is possible that we, as well
as our suppliers, could be named in litigation of this type. Also, lawsuits have been
brought in a number of states alleging that beverage alcohol manufacturers and
marketers have improperly targeted underage consumers in their advertising.
Plaintiffs in these cases allege that the defendants’ advertisements, marketing and
promotions violate the consumer protection or deceptive trade practices statutes in
each of these states and seek repayment of the family funds expended by the underage
consumers. While we have not been named in these lawsuits, we could be named in
similar lawsuits in the future. Any class action or other litigation asserted against us
could be expensive and time-consuming to defend against, depleting our cash and
diverting our personnel resources and, result in significant harm to our business.

Regulatory decisions and legal, regulatory and tax changes could limit our business
activities, increase our operating costs and reduce our margins.

Our business is subject to extensive regulation. This may include regulations
regarding production, distribution, marketing, advertising and labeling of beverage
alcohol and our other products. We are required to comply with these regulations and
to maintain various permits and licenses. With respect to our alcoholic beverages, we
are also required to conduct business only with holders of licenses to import,
warehouse, transport, distribute and sell beverage alcohol products. We cannot assure
you that these and other governmental regulations applicable to our industry will not
change or become more stringent. Moreover, because these laws and regulations are
subject to interpretation, we may not be able to predict when and to what extent
liability may arise. Additionally, due to increasing public concern over alcohol-related
societal problems, including driving while intoxicated, underage drinking, alcoholism
and health consequences from the abuse of alcohol, various levels of government may
seek to impose additional restrictions or limits on advertising or other marketing
activities promoting beverage alcohol products. Failure to comply with any of the
current or future regulations and requirements relating to our industry and products
could result in monetary penalties, suspension or even revocation of our licenses and
permits. Costs of compliance with changes in regulations could be significant and
could harm our business, as we could find it necessary to raise our prices in order to
maintain profit margins, which could lower the demand for our products and reduce



our sales and profit potential. Also, the distribution of beverage alcohol products is
subject to extensive taxation. An, including, but not limited to, import taxes. The
increase in taxation could significantly harm our sales revenue and margins, both
through the reduction of overall consumption and by encouraging consumers to
switch to lower-taxed categories of beverage alcohol.

Contamination of our products and/or counterfeit or confusingly similar products
could harm the image and integrity of, or decrease customer support for, our brands
and decrease our sales.

The success of our brand depends upon the positive image that consumers have of it.
Contamination, whether arising accidentally or through deliberate third-party action,
or other events that harm the integrity or consumer support for our brand, could affect
the demand for our products. Contaminants in raw materials purchased from third
parties and used in the production of our products or defects in the manufacturing
could lead to low quality as well as illness among, or injury to, consumers of our
products and could result in reduced sales. We may also be required to recall products
in the event of contamination or damage. Also, to the extent that third parties sell
products that are either counterfeit versions of our brand or brands that look like our
brand, consumers of our brand could confuse our products with products that they
consider inferior. This could cause them to refrain from purchasing our brand in the
future and in turn could impair our brand equity and adversely affect our sales and
operations.

The holders of our Series Seed Preferred Units and Series A Preferred Units have
Redemption Rights which could result in the requirement of the Company to purchase
over $3,000,0000 in Units prior to the payment of any distributions to the holders of
other securities.

Pursuant to our Third Amended and Restated Operating Agreement, the holders of our
Series Seed Preferred Units and Series A Preferred Units have Redemption Rights
which, if exercised could require us to redeem such securities for over $3,000,0000,
which would be paid prior to the payment of any distributions to the holders of other
securities.

We have existing intellectual property that we might not be able to protect properly
One of the Company's most valuable assets is its intellectual property. The Company's
owns trademarks, Internet domain names, recipes and other trade secrets. We believe
one of the most valuable components of the Company is our intellectual property
portfolio. Due to the value, competitors may misappropriate or violate the rights
owned by the Company. The Company intends to continue to protect its intellectual
property portfolio from such violations. It is important to note that unforeseeable
costs associated with such practices may invade the capital of the Company.

Our trademarks and other intellectual property could be unenforceable or ineffective.
Intellectual property is a complex field of law in which few things are certain. It is
possible that competitors will be able to design around our intellectual property, find
prior art to invalidate it, or render the patents unenforceable through some other
mechanism. If competitors are able to bypass our trademark and copyright protection



without obtaining a sublicense, it is likely that the Company’s value will be materially
and adversely impacted. This could also impair the Company’s ability to compete in
the marketplace. Moreover, if our trademarks and copyrights are deemed
unenforceable, the Company will almost certainly lose any potential revenue it might
be able to raise by entering into sublicenses. This would cut off a significant potential
revenue stream for the Company.

Disruptions in supply chain or increases in ingredient, product and other supply costs
could adversely affect our profitability and operating results.

Our business depends on frequent deliveries of ingredients and other products. We
believe that we shall have adequate sources of supplies for ingredients and products to
support our operations, there are many factors which could cause shortages or
interruptions in the supply of ingredients and products, including, but not limited to,
weather, unanticipated demand, labor, production or distribution problems, quality
issues, costs, a recurrence of the COVID-19 outbreak or the outbreak of other
pandemics. Any of these events or conditions may adversely affect the ability of
suppliers to fulfill their obligations, which may negatively affect our restaurant
operations. Some of these factors are beyond our control, and could have an adverse
effect on our business and results of operations.

The coronavirus (COVID-19) or other pandemic could adversely affect our financial
results, operations and outlook for an extended period of time.

We have been materially and adversely affected by the COVID-19 outbreak. The full
impact of the COVID-19 outbreak continues to evolve as of the date of this report, and
we are actively monitoring the global situation and its effects on our business,
financial condition, liquidity, and operations. Given the daily evolution of the COVID-
19 outbreak and the global responses to curb its spread, we are not able to estimate
the effects of the COVID-19 outbreak on our results of operations, financial condition,
or liquidity. However, if the pandemic continues, it may have a material adverse effect
on our results of future operations, financial position, and liquidity.

The holders of Preferred Units hold Anti-Dilution Rights.

Pursuant to our Third Amended and Restated Operating Agreement, the holders of
Series Seed Preferred Units and Series A Preferred Units have weighted average anti-
dilution protection with respect to certain additional issuances of our securities for
issue prices that are below the original issuance price for such series of Preferred Units
(as may be adjusted pursuant to our Operating Agreement). The application of the
welghted anti-dilution calculation would result in a reduction of the conversion price
of the applicable series of Preferred Units, thereby resulting in an increase in the
number of Common Units into which such series of Preferred Units is convertible. If in
the future, we issue securities at below the original issuance price for any series of
Preferred Units that currently exist or may be authorized and issued, the holders of
such Preferred Units will be entitled to the issuance of additional Common Units upon
conversion of such Preferred Units, through a reduction in the effective conversion
price then in effect for such Preferred Units, which would result in dilution to the
holders of other membership Units, through a decrease in their relative percentage
ownership of us.



The holders of Preferred Units have preferential rights to distributions.

Pursuant to our Third Amended and Restated Operating Agreement, upon a
liquidation, dissolution or winding up of us, our sale of all or substantially all of our
assets and certain other events (a “Liquidation Event™), or any distributions, the
holders of our Series Seed Preferred Units and Series A Preferred Units are entitled to
receive certain preferences, before any funds are distributed to the holders of
Common Units or, subject to the approval of such holders, the holder of any other
preferred units that may be issued in the future. If there is a distribution, a liquidation
event, the holders of our outstanding Preferred Units would, as of the date hereof, be
entitled to receive the first approximately $3,000,000 in distributions. Therefore, if we
make any distributions or engage in a Liquidation Event, there may not be any
amounts remaining to be paid to the holders of Common Units or the holders of any
preferred Units that may be issued after the date hereof, after distribution are made to
the holders of our currently outstanding Preferred Units.

We have intellectual property that might be vulnerable

One of the Company's most valuable assets is its intellectual property. The Company's
intellectual property such as trademarks, Internet domain names, and trade secrets
may not be registered with the proper authorities. We believe one of the most valuable
components of the Company is our intellectual property portfolio. Due to the value,
competitors may misappropriate or violate the rights owned by the Company. The
Company intends to continue to protect its intellectual property portfolio from such
violations. It is important to note that unforeseeable costs associated with such
practices may invade the capital of the Company due to its unregistered intellectual
property.



Ownership and Capital Structure; Rights of the Securities

Ownership

The following table sets forth information regarding beneficial ownership of the
company’s holders of 20% or more of any class of voting securities as of the date of
this Offering Statement filing.

Number of Securiti :
Member Name e Type of Security Owned |Percentage
Owned

Ryan Michael :

yan Aehaet 377,500 Common Units 12.52
Bove
Ryan Michael 125,002 Series Seed Preferred Units 12.52
Bove Al
Ryan Michael
Ezi: 1ehaet g5 447 Series A Preferred Units A1 [12.52

The Company's Securities

The Company has authorized Common Units, Profit Interest Units, Convertible
Promissory Note, Series Seed Preferred Units Al, Series Seed Preferred Units A2,
Series Seed Preferred Units A3, Series A Preferred Units Al, Series A Preferred Units
A2, Series A Preferred Units A3, and Convertible Promissory Note - Series 2021 - CF.

Common Units
The amount of security authorized is 1,509,686 with a total of 1,509,686 outstanding.
Voting Rights

1 vote per unit. The holders of record of Common Units, exclusively and as a separate
class, shall be entitled to elect two Directors of the Company (the “Common
Directors”) one of which shall be the Chief Executive Officer of the Company.

Material Rights

The total amount outstanding includes 300,000 shares to be issued pursuant to stock
options, reserved but unissued.

Refer to the Company's Third Amended and Restated Operating Agreement, attached

as Exhibit F to the Offering Memorandum, for a full description of distribution rights,
liquidation preferences, and drag-along rights.

Voting Rights (applies when the convertible notes of this Reg. CF offering convert into
Common Units)

Each Subscriber shall appoint the Chief Executive Officer of the Company (the “CEQ”),
or his or her successor, as the Subscriber’s true and lawful proxy and attorney, with the
power to act alone and with full power of substitution, to, consistent with this



instrument and on behalf of the Subscriber, (i) vote all Securities, (ii) give and receive
notices and communications, (iii) execute any instrument or document that the CEO
determines is necessary or appropriate in the exercise of its authority under this
instrument, and (iv) take all actions necessary or appropriate in the judgment of the
CEO for the accomplishment of the foregoing. The proxy and power granted by the
Subscriber pursuant to this Section are coupled with an interest. Such proxy and
power will be irrevocable. The proxy and power, so long as the Subscriber is an
individual, will survive the death, incompetency and disability of the Subscriber and,
s0 long as the Subscriber is an entity, will survive the merger or reorganization of the
Subscriber or any other entity holding the Securities. However, the Proxy will
terminate upon the closing of a firm-commitment underwritten public offering
pursuant to an effective registration statement under the Securities Act of 1933
covering the offer and sale of Common Stock or the effectiveness of a registration
statement under the Securities Exchange Act of 1934 covering the Common Stock.

Profit Interest Units

The amount of security authorized is 300,000 with a total of 0 outstanding.
Voting Rights

There are no voting rights associated with Profit Interest Units.
Material Rights

Refer to the Company's Third Amended and Restated Operating Agreement, attached
as Exhibit F to the Offering Memorandum, for a full description of distribution rights,
liquidation preferences, and drag-along rights.

Convertible Promissory Note

The security will convert into The type of security being issued and the terms of the
Convertible Promissory Note are outlined below:

Amount outstanding: $35,000.00
Maturity Date: July 29, 2025

Interest Rate: 0.0%

Discount Rate: %

Valuation Cap: None

Conversion Trigger: Qualified financing

Material Rights

Conversion discount on a qualified equity financing varies by the timing of the
conversion. 10% discount if conversion occurs within 12 months. 20% if conversion
discount occurs within 24 months. 30% if conversion discount occurs after 36
months.

During a significant transaction with a change of ownership, the holder has the right



to convert just prior to the significant transaction or redeem the note at 2x value.

Series Seed Preferred Units Al

The amount of security authorized is 1,080,899 with a total of 1,080,899 outstanding.
Voting Rights

1 vote for each Common Unit into which the Preferred Unit is convertible. The holders
of record of Series A Preferred Units and the holders of record of Series Seed Preferred

Units, exclusively and as a separate class, shall be entitled to elect two Directors of the
Company.

Material Rights

Refer to the Company’s Third Amended and Restated Operating Agreement, attached
as Exhibit F to the Offering Memorandum, for a full description of distribution rights,
liquidation preferences, redemption rights, protective provisions and conversion
rights that apply to Preferred Units, and drag-along rights.

Series Seed Preferred Units A2

The amount of security authorized is 242,014 with a total of 242,014 outstanding.
Voting Rights

1 vote for each Common Unit into which the Preferred Unit is convertible. The holders
of record of Series A Preferred Units and the holders of record of Series Seed Preferred

Units, exclusively and as a separate class, shall be entitled to elect two Directors of the
Company.

Material Rights

Refer to the Company’s Third Amended and Restated Operating Agreement, attached
as Exhibit F to the Offering Memorandum, for a full description of distribution rights,
liquidation preferences, redemption rights, protective provisions and conversion
rights that apply to Preferred Units, and drag-along rights.

Series Seed Preferred Units A3
The amount of security authorized is 262,346 with a total of 262,346 outstanding.
Voting Rights

1 vote for each Common Unit into which the Preferred Unit is convertible. The holders
of record of Series A Preferred Units and the holders of record of Series Seed Preferred

Units, exclusively and as a separate class, shall be entitled to elect two Directors of the
Company.

Material Rights



Refer to the Company’s Third Amended and Restated Operating Agreement, attached
as Exhibit F to the Offering Memorandum, for a full description of distribution rights,
liquidation preferences, redemption rights, protective provisions and conversion
rights that apply to Preferred Units, and drag-along rights.

Series A Preferred Units Al
The amount of security authorized is 860,000 with a total of 577,396 outstanding.
Voting Rights

1 vote for each Commeon Unit into which the Preferred Unit is convertible. The holders
of record of Series A Preferred Units and the holders of record of Series Seed Preferred
Units, exclusively and as a separate class, shall be entitled to elect two Directors of the
Company.

Material Rights

Refer to the Company’s Third Amended and Restated Operating Agreement, attached
as Exhibit F to the Offering Memorandum, for a full description of distribution rights,
liquidation preferences, redemption rights, protective provisions and conversion
rights that apply to Preferred Units, and drag-along rights.

Series A Preferred Units A2
The amount of security authorized is 261,561 with a total of 261,561 outstanding.
Voting Rights

1 vote for each Commeon Unit into which the Preferred Unit is convertible. The holders
of record of Series A Preferred Units and the holders of record of Series Seed Preferred
Units, exclusively and as a separate class, shall be entitled to elect two Directors of the
Company.

Material Rights

The total amount outstanding includes 261,561 shares to be issued pursuant to
warrants.

Refer to the Company's Third Amended and Restated Operating Agreement, attached
as Exhibit F to the Offering Memorandum, for a full description of distribution rights,
liquidation preferences, redemption rights, protective provisions and conversion
rights that apply to Preferred Units, and drag-along rights.

Series A Preferred Units A3
The amount of security authorized is 261,561 with a total of 261,561 outstanding.
Voting Rights

1 vote for each Common Unit into which the Preferred Unit is convertible. The holders



of record of Series A Preferred Units and the holders of record of Series Seed Preferred
Units, exclusively and as a separate class, shall be entitled to elect two Directors of the
Company.

Material Rights

The total amount outstanding includes 261,561 shares to be issued pursuant to
warrants.

Refer to the Company’s Third Amended and Restated Operating Agreement, attached
as Exhibit F to the Offering Memorandum, for a full description of distribution rights,
liquidation preferences, redemption rights, protective provisions and conversion
rights that apply to Preferred Units, and drag-along rights.

Convertible Promissory Note - Series 2021 - CF

The security will convert into Common units and the terms of the Convertible
Promissory Note - Series 2021 - CF are outlined below:

Amount outstanding: $0.00

Maturity Date: September 01, 2024

Interest Rate: 6.0%

Discount Rate: 15.0%

Valuation Cap: $15,000,000.00

Conversion Trigger: $5,000,000 Qualified Equity Financing

Material Rights
3. Conversion; Repayment Premium Upon Sale of the Company.

(a) In the event that the Company issues and sells shares of its Common Units to
investors (the “Equity Investors”) on or before the date of the repayment in full of this
Note in a transaction or series of transactions pursuant to which the Company issues
and sells shares of its Common Units resulting in gross proceeds to the Company of at
least $5,000,000 (excluding the conversion of the Notes and any other debt) (a
“Qualified Financing”), then it converts into Common Units at conversion price equal
to the lesser of (1) 85% of the per share price paid by the Investors or (ii) the price
equal to the quotient of $15,000,000 divided by the aggregate number of outstanding
common shares of the Company as of immediately prior to the initial closing of the
Qualified Financing (assuming full conversion or exercise of all convertible and
exercisable securities then outstanding other than the Notes.)

(b) If the conversion of the Note would result in the issuance of a fractional share, the
Company shall, in lieu of issuance of any fractional share, pav the Investor otherwise
entitled to such fraction a sum in cash equal to the product resulting from multiplying
the then current fair market value of one share of the class and series of capital stock
into which this Note has converted by such fraction.

(c) Notwithstanding any provision of this Note to the contrary, if the Company



consummates a Sale of the Company (as defined below) prior to the conversion or
repayment in full of this Note, then (i) the Company will give the Investor at least 15
days prior written notice of the anticipated closing date of such Sale of the Company
and (ii) at the closing of such Sale of the Company, in full satisfaction of the
Company’s obligations under this Note, the Company will pay to the Investor an
agegregate amount equal to the greater of (a) the ageregate amount of the principal
and all unaccrued and unpaid interest under this Note or (b) the amount the Investor
would have been entitled to receive in connection with such Sale of the Company if
the aggregate amount of principal and interest then outstanding under this Note had
been converted into shares of Common Units of the Company pursuant to Section 3(a)
immediately prior to the closing of such Sale of the Company.

(d) For the purposes of this Note: “Sale of the Company” shall mean (i) any
consolidation or merger of the Company with or into any other corporation or other
entity or person, or any other corporate reorganization, other than any such
consolidation, merger or reorganization in which the stockholders of the Company
immediately prior to such consolidation, merger or reorganization, continue to hold
at least a majority of the voting power of the surviving entity in substantially the same
proportions (or, if the surviving entity is a wholly owned subsidiary, its parent)
immediately after such consolidation, merger or reorganization; (ii) any transaction or
series of related transactions to which the Company is a party in which in excess of
50% of the Company’s voting power is transferred; provided, however, that a Sale of
the Company shall not include any transaction or series of transactions principally for
bona fide equity financing purposes in which cash is received by the Company or any
successor or indebtedness of the Company is cancelled or converted or a combination
thereof; or (iil) a sale, lease, exclusive license or other disposition of all or
substantially all of the assets of the Company.

4. Maturity. Unless this Note has been previously converted in accordance with the
terms of this Note, the entire outstanding principal balance and all unpaid accrued
interest shall automatically be converted into Common Units at a price per security
equal to the quotient of $15,000,000 divided by the aggregate number of outstanding
common shares of the Company as of immediately prior to the conversion of these
Notes (assuming full conversion or exercise of all convertible and exercisable
securities then outstanding other than the Notes.) as soon a reasonably practicable
following the Maturity Date.

What it means to be a minority holder

As a holder of convertible notes of the company, yvou will have no voting rights in
regards to the corporate actions of the company, including additional issuances of
securities, company repurchases of securities, a sale of the company or its significant
assets, or company transactions with related parties. Further, investors in this offering
may have rights less than those of other investors, and will have limited influence on
the corporate actions of the company.

Dilution



Investors should understand the potential for dilution. The investor’s stake in a
company could be diluted due to the company issuing additional membership units. In
other words, when the company issues more membership units, the percentage of the
company that you own will go down, even though the value of the company may go
up. You will own a smaller piece of a larger company. This increase in number of
membership units outstanding could result from a stock offering (such as an initial
public offering, another crowdfunding round, a venture capital round, angel
investment), employees exercising stock options, or by conversion of certain
instruments (e.g. convertible bonds, preferred membership units or warrants) into
stock. If the company decides to issue more membership units, an investor could
experience value dilution, with each membership unit being worth less than before,
and control dilution, with the total percentage an investor owns being less than
before. There may also be earnings dilution, with a reduction in the amount earned
per membership unit (though this typically occurs only if the company offers
dividends, and most early stage companies are unlikely to offer dividends, preferring
to invest any earnings into the company).

Transferability of securities

For a year, the securities can only be resold:
e Inan IPO;
¢ To the company;
e To an accredited investor; and

e 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.

Recent Offerings of Securities

We have made the following issuances of securities within the last three years:

e Name: Membership Units
Type of security sold: Equity
Final amount sold: $721,746.00
Number of Securities Sold: 577,396
Use of proceeds: Working capital
Date: August 13, 2021
Offering exemption relied upon: 506(c)

¢ Type of security sold: Convertible Note
Final amount sold: $35,000.00
Use of proceeds: Working capital
Date: July 29, 2020



Offering exemption relied upon: 506(c)

¢ Type of security sold: Convertible Note
Final amount sold: $597,000.00
Use of proceeds: Working capital, converted into 556,260 Series A preferred
units.
Date: December 01, 2018
Offering exemption relied upon: 506(c)

¢ Type of security sold: Revenue Sharing Note
Final amount sold: $150,000.00
Use of proceeds: Working capital and marketing
Date: October 27, 2020
Offering exemption relied upon: Regulation CF

Financial Condition and Results of Operations

Financial Condition

You should read the following discussion and analysis of our financial condition and
results of our operations together with our financial statements and related notes
appearing at the end of this Offering Memorandum. This discussion contains forward-
looking statements reflecting our current expectations that involve risks and
uncertainties. Actual results and the timing of events may differ materially from those
contained in these forward-looking statements due to a number of factors, including
those discussed in the section entitled “Risk Factors” and elsewhere in this Offering
Memorandum.

Results of Operations

Circumstances which led to the performance of financial statements:

Year ended December 31, 2020 compared to year ended December 31, 2019

Revenue

2020 revenue was relatively flat in comparison to 2019 at $276,357 and $284,591. 2020
was a transitional year that has put us in a position for growth. This potential of this
transitional period can be seen in the fact that H1 2021 revenues are up 79% in
comparison to H1 2020, and we are starting to have to allocate beer to wholesalers
and DTC channels because of capacity limitations. In 2020, we lost direct to consumer
revenue through our tap room and festivals as a result of the pandemic, but largely
made up for the loss in revenue by adding additional wholesale states and DTC
shipping. In the back half of 2020, we started expanding markets beyond
Pennsylvania. Between November 2020 and August 2021, we have expanded from 1
state to 9 states with the potential to expand to up to 38 states. We have added



Connecticut, West Virginia, and North Carolina through traditional three tier
distribution, and Ohio, Virginia, Vermont, Kentucky, and New Hampshire through
DTC shipping. Please note that timing of wholesale orders can also potentially create
small variations in revenue from year to year.

Cost of Goods Sold

Our cost of goods sold increased from $148,585 in 2019 to $163,978 in 2020 as a result
of COVID-19 related supply chain issues and the fact that the wholesale and DTC
shipping revenues have lower margins than the tap room and festival revenue. As we
move into 2022, we anticipate recovering and supplementing this high margin
taproom and festival revenue in addition to continue to grow our wholesale and direct
to consumer shipping channels.

Gross Profit

Our gross profit decreased from $136,006 in 2019 to $112,379 although our revenue
was relatively flat with a slight decrease. As previously mentioned, COVID-19 related
supply chain issues impacted cost of good sold and the fact that the wholesale and
DTC shipping revenues have lower margins than the tap room and festival revenue. As
we move into 2022, we anticipate recovering and supplementing this high margin
taproom and festival revenue in addition to continue to grow our wholesale and direct
to consumer shipping channels.

Operating Expenses

Our operating expenses decreased from $567,157 in 2019 to $495,447 in 2020
primarily as a result of decreases in general and administrative expenses and
marketing expenses. Marketing expenses decreased in 2020 as a result of closing the
tasting room although as we continue to grow and expand revenue, we expect
marketing expenses to grow and expand as well.

Historical results and cash flows:

We have a strong track record of growing our revenue. Our H1 2021 revenues are up
79% from H1 2020. We have expanded from 1 state to 9 states over the past few
months and have the opportunity to grow into 38 total states. Although we have
expanded to additional states, the majority of our volume and revenue growth is still
in Pennsylvania, so there is opportunity for additional volume and revenue growth in
the states we are currently in with additional marketing and sales support.

The strong revenue growth has come at the expense of negative historical cash flows.
Although we are gearing up towards profitability with this crowdfunding initiative, we
anticipate additional losses on our way there. In the beginning of the company, we
invested heavily in R&D and the initial facility buildout. More recently, we invested in
sales, marketing, and people ahead of our revenue. As we continue to grow, we will
need to continue to invest in CAPEX, sales and marketing, people, and ingredient
inventory to continue on our growth trajectory. As we move from a local brand into a



regional brand, we will be expanding through lower margin channels that require
sales and marketing to build out the markets.

The Company believes that the historical results of growing revenue will continue as
evidenced by the increase in volume, revenue, and distribution. As the Company
grows, it believes that cash flow will continue to grow and improve along with
increases in volume, revenue, and distribution.

Liquidity and Capital Resources

What capital resources are currently available to the Company? (Cash on hand,
existing lines of credit, shareholder loans, etc...)

As of August 24, 2021, the Company had $52K cash on hand. The Company has $5K in
investor commitments for Series A Preferred Units, and $28K in commitments fora 12
month loan at 12.5% interest rate. The Company anticipates closing these financing
commitments by the end of September 2021.

How do the funds of this campaign factor into your financial resources? (Are these
funds critical to your company operations? Or do you have other funds or capital
resources available?)

The Company does have access to other forms of capital, but the funds from this
financing campaign are critical to our company's operations and to continue on our
current growth trajectory. If we do not secure adequate capital, we will most likely
have to decrease growth, remove less profitable revenue streams, and restructure the
company towards a slower growth model.

Are the funds from this campaign necessary to the viability of the company? (Of the
total funds that your company has, how much of that will be made up of funds raised
from the crowdfunding campaign?)

The funds are necessary for the company to operate on its current trajectory. There
are opportunities to slow down the growth and restructure the company towards a
more viable and profitable trajectory, but this would require a major overhaul in how
the company is currently constructed.

How long will you be able to operate the company if you raise your minimum? What
expenses is this estimate based on?

The minimum for this financing campaign is $10K and would go to campaign fees and
related expenses if we are only able to secure the minimum funding goal.

How long will you be able to operate the company if you raise your maximum funding
goal?



The Company believes it will be able to operate the company indefinitely if we raise
our maximum funding goal as it would propel the company to profitability. However,
assuming that we clear $285,000 after fees and marketing, it would get us about a year
at our current burn rate. Ideally, we will be decreasing our burn rate while growing at
same pace. We could also shed costs to lower our burn rate as well as growth rate.

Are there any additional future sources of capital available to your company?
(Required capital contributions, lines of credit, contemplated future capital raises,
etc...)

The Company anticipates raising an additional $5M in financing after this raise to
accelerate the company's growth as it moves from a regional to a national brand. The
Company anticipates smaller five figure and potentially six figure financings in
parallel to this financing campaign. The Company has raised over $3M to date.

Indebtedness

¢ Creditor: Indiana First Bank
Amount Owed: $29,439.41
Interest Rate: 7.99%
Maturity Date: January 01, 2023
First position lien on equipment originally purchased with loan. Original
purchase price of $88,874.

e Creditor: Hitachi Capital
Amount Owed: $42,207.12
Interest Rate: 12.5%
Maturity Date: September 01, 2023
First position lien on equipment originally purchased with the equipment
financing, original purchase price of $78,537.

e Creditor: Hitachi Capital
Amount Owed: $16,312.06
Interest Rate: 12.34%
Maturity Date: October 01, 2023
First position lien on equipment originally purchased with equipment financing
(original equipment purchase loan balance of $14,0002).

e Creditor: Audreys Kitchen LP
Amount Owed: $4,900.70
Interest Rate: 0.0%
Maturity Date: September 30, 2022

e Creditor: Chase Credit Card



Amount Owed: $5,164.26
Interest Rate: 135.24%

e Creditor: PNC Credit Card
Amount Owed: $12,400.27
Interest Rate: 21.49%

e Creditor: AMEX Credit Card
Amount Owed: $20,590.37
Interest Rate: 16.24%

e Creditor: Square Capital
Amount Owed: $13,960.80
Interest Rate: 12.58%
Maturity Date: December 01, 2022
14.25% of credit card transactions (credit card revenue sweep). $857.50
minimum payment over 60 days.

® Creditor: Honeycomb
Amount Owed: $149,424 .46
Interest Rate: 20.34%
Maturity Date: October 31, 2025
7% of top line revenue up to 1.6x on original amount of $150,000. $1,500
monthly minimum payment. First position lien on assets.

¢ Creditor: Ryan Bove and Doug Foster
Amount Owed: $98,907.51
Interest Rate: 0.0%
This amount reflects wages owed to Ryan Bove and Doug, as of August 1, 2021.

Related Party Transactions

e Name of Entity: Ryan Bove
Relationship to Company: Officer
Nature / amount of interest in the transaction: Ryan is one of the original
founders of Aurochs Brewing Company and a managing member of the LLC.
Ryan has invested $207,300 into the company. The company owes Ryan
$56,725.46 in unpaid wages as of August 1, 2021.
Material Terms: Ryan invested $207,000 into the company acquiring 125,002
Series Seed Preferred Al Units and 65,447 Series Al preferred units. Ryan also
invested $300 into the Honeycomb crowdfunding campaign, which has a 1.6x
multiple, first position lien on assets, and 7% claim on future revenues. The
company owes Ryan $56,725.46 in unpaid wages as of August 1, 2021.

¢ Name of Entity: Douglas Michael Foster



Relationship to Company: Officer

Nature / amount of interest in the transaction: Doug Foster invested $30,500 into
the company. The company owes Doug $42,182.05 in unpaid wages as of August
1,2021.

Material Terms: Doug Foster invested $30,000 into the company acquiring
27,778 Series Seed Preferred Al Units. Doug also invested $500 into the
Honeycomb crowdfunding campaign, which has the following terms: 7% of
revenue up to 1.6x, first position lien on assets. The company owes Doug
$42,182.05 in unpaid wages as of August 1, 2021.

Valuation

Valuation Cap: $15,000,000.00

Valuation Cap Details: The long term goal is to grow the company to be able to fly
anywhere in the world and drink great tasting gluten-free beer. We anticipate the
national market for our products to be approximately 50,000 barrels. Historically, craft
breweries have been valued at approximately $1,000 per barrel at scale with periods
that are both higher and lower than this number. As we scale into a national brand, we
believe we can grow the value of the brand to $50M. To do this, we anticipate raising a
larger, follow-on financing round of $5M to help us achieve this growth. The valuation
cap of $15M and discount will allow convertible note holders to be in a better position
to secure favorable terms as we raise the larger financing round and take the company
towards a valuation of $50M. Note converts to common units when the company

raises $5,000,000.00 in a qualified equity financing, upon consummation of a sale of
the Company, or upon maturity

Use of Proceeds

If we raise the Target Offering Amount of $10,000.00 we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

e (Costs associated with the campaign.
96.5%

$10,000 will be used to cover the costs associated with the campaign including
legal fees, marketing fees, and accounting fees.

If we raise the over allotment amount of $525,000.00, we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

e Fguipment to expand capacity and reduce costs.



15.0%
Equipment to grow volume and reduce costs as we expand to additional states.

o Marketing
20.0%
Marketing to promote the brand as we expand to additional states.

o Working Capital
61.5%
Working capital for ingredients and operating expenses as we grow distribution.

The Company may change the intended use of proceeds if our officers believe it is in
the best interests of the company.

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 the requirements of Regulation
Crowdfunding.

Ongoing Reporting

The Company will file a report electronically with the SEC annually and post the
report on its website no later than April 30 (120 days after Fiscal Year End). Once
posted, the annual report may be found on the Company’s website at
https://aurochsbrewing.com/ (https://aurochsbrewing.com/).

The Company must continue to comply with the ongoing reporting requirements
until:

(1) it is required to file reports under Section 13(a) or Section 15(d) of the Exchange
Act;

(2) it has filed at least one (1) annual report pursuant to Regulation Crowdfunding and
has fewer than three hundred (300) holders of record and has total assets that do not
exceed $10,000,000;

(3) it has filed at least three (3) annual reports pursuant to Regulation Crowdfunding;

(4) it or another party repurchases all of the securities issued in reliance on Section
4(a)(6) of the Securities Act, including any payment in full of debt securities or any
complete redemption of redeemable securities; or



(5) it liguidates or dissolves its business in accordance with state law.

Updates

Updates on the status of this Offering may be found at: www.startengine.com/aurochs
Investing Process

See Exhibit E to the Offering Statement of which this Offering Memorandum forms a
part.
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2124 BREWING COMPANY LLC

d/b/a Aurochs Brewing

Unaudited Financial Statements for the

Years Ended December 31, 2020 and 2019



" IndigoSpire

CPAs & ADVISORS

INDEPENDENT ACCOUNTANT’S REVIEW REPORT

August 24, 2021

To: Board of Managers, 2124 BREWING COMPANY LLC d/b/a Aurochs Brewing

Re: 2020-2019 Financial Statement Review

We have reviewed the accompanying financial statements of 2124 BREWING COMPANY LLC (the
“Company”) d/b/a Aurochs Brewing, which comprise the balance sheet(s) as of December 31, 2020 and
2019, and the related statements of income, owners’ equity/deficit and cash flows for the calendar year
periods ended December 31, 2020 and 2019, and the related notes to the financial statements.

A review includes primarily applying analytical procedures to management'’s financial data and making
inquiries of company management. A review is substantially limited in scope compared to 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 Financial Statements

Management is responsible for the preparation and fair presentation of these 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
errar.

Accountant’s Responsibility

Our responsibility is to conduct the review engagement in accordance with Statements on Standards for
Accounting and Review Services promulgated by the Accounting and Review Services Committee of the
AICPA. 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,

Accountant’s Conclusion

Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in accordance with accounting principles
generally accepted in the United States of America.



Going Concern

As discussed in the Notes and Additional Disclosures, certain conditions indicate there is substantial
doubt as to whether the Company may continue as a going concern. The accompanying financial
statements do not include any adjustments which might be necessary should the Company be unable to
continue as a going concern. Our conclusion is not modified with respect to that matter.

Sincerely,

I IIn.:li.c‘»}aE?irE CPA Gvoug

IndigoSpire CPA Group, LLC
Aurora, CO



2124 BREWING COMPANY LLC
BALANCE SHEET
As of December 31, 2020 and 2019

See independent Review report and accompanying Notes to the financial statements

ASSETS

Current Assets
Cash and cash equivalents
Inventory, net

Total Current Assets

Fixed assets, net
Deposits

Total Assets

{(Unaudited)

LIABILITIES AND MEMBERS' CAPITAL

Current Liabilities
Wages payable
Accrued expenses
Motes, current portion
Leases, current portion

Total Current Liabilities

Long-Term Liabihties
Convertible notes
Motes, long-term portion
Leases, long-term portion

Total Long-Term Liabilities
Total Liabihtes

MEMBERS' CAPITAL
Common units
Preferred units
Accumulated deficit

Total Members' Capital

Total Liabihties and Members' Capital

2020 2019
$ 204,943 § 142,197
42,153 28,719

247,096 170,916

486,653 599,308

3,000 3,000

$ 736,749 5§ 773,314
$ 95408  $ 95,408
33,564 26,570

2,800 2,800

36,356 43,244

168,128 168,022

35,000 0

151,116 4,901

62.095 89,718

248,211 94,619

416,339 262,641

376,646 376,646
2,748,359 2,576,359
(2.804,595) (2,442,332)
320,410 510,673

$ 736,749 % 773,314



2124 BREWING COMPANY LLC
STATEMENT OF OPERATIONS

For Years Ending December 31, 2020 and 2019
See independent Review report and accompanying Notes to the financial statements

(Unaudited)
2020 2019

Revenues $ 276,357 8 284,591
Cost of revenues 163,978 148,585
Gross profit 112,379 136,006

Operating expenses
General and administrative 306,640 347,066
Sales and marketing 14,286 43,341
Rent 45,500 38,500
Operating lease expense 13,348 26,149
Depreciation 115,673 112,101
Total operating expenses 495,447 07,157
Net Operating Loss (383,068) (431.151)
Crrant income 38,200 0
Interest expense (17,395) (32,286)
Met Loss b (362.263) % (463,437




2124 BREWING COMPANY LLC
STATEMENT OF MEMBERS' CAPITAL
For Years Ending December 31, 2020 and 2019

See independent Review report and accompanying Notes to the financial statements

Balance as of December 31, 2018
Conversion of convertible notes
Issuance of preferred units

MNet Loss

Balance as of December 31, 2019
Issuance of preferred umits

Met Loss

Balance as of December 31, 2020

{(Unaudited)
Commaon Units Preferred Units Accumulated Total Members'
Units Amount Units Amount Deficit Capital
1,209686 % 376,646 1.585.259 § 1,493,606 % (1978895 § (108,583)
0 i 556,260 657,375 0 657,375
0 ] 365,522 425318 0 425318
0 ] 0 ] (463 .437) (463.437)
1,209,686 376,646 2.507.041 2,576,359 (2,442,332) 510,673
0 0 137,600 172,000 0 172,000)
0 0 0 0 (362,263) (362.263)
1209686 % 376,646 2.644.641 § 2,748,359 §  (2.804,595) % 320,410




2124 BREWING COMPANY LLC
STATEMENT OF CASH FLOWS

For Years Ending December 31, 2020 and 2019
See independent Review report and accompanying Notes to the financial statements

(Unaudited)
2020 2019
Operating Activities
Net Loss b (362.263) § (463,437)
Adjustments to reconcile net loss
to net cash provided by operations:

Depreciation 115,673 109,716

Interest accrued on convertible notes 0 60,375
Changes in operating assets and liabilities:

(Increase) Decrease in inventory {13.434) 4,402

Increase (Decrease) in accounts payable ] 0

Increase (Decrease) 1n accrued expenses 6,994 480
MNet cash used in operating activities (253.030) (280.464)
Investing Activities

Purchase of equipment (2,928) (4.717)

Payments for land and building 0 (2,390)

Payments for installation of leased assets 0 (18, 785)
Net change in cash from investing activities (2,928) (25.892)
Financing Activities

Repayment of notes (3,785) (3.501)

Repayment of leases (34,511) ( 76,0060)

Issuance of convertible notes 35,000 20,000

Issuance of notes 150,000 0

Contributions from common unit holders 0 0

Issuance of preferred units 172,000 425,318
MNet change in cash from financing activities 318,704 363,757
MNet change in cash and cash equivalents 62,746 39,401
Cash and cash equivalents at beginning of period 142,197 82,796
Cash and cash equivalents at end of period % 204,943 8 142,197
Supplemental Disclosure of Cash Flow Information

Cash paid for interest % 17,395 § 32286
Supplemental Disclosure of Non-Cash Investing and Financing Activities

Equipment acquired under capital lease v 0 8 0

Conversion of convertible notes $ 0 5 657,375



2124 BREWING COMPANY LLC
NOTES TO FINANCIAL STATEMENTS

See independent Review report and accompanying Notes to the financial statements
AS OF DECEMBER 31, 2020

NOTE 1 - NATURE OF OPERATIONS

2124 Brewing Company LLC dba Aurochs Brewing Company (which may be referred to as the “"Company™, “we,”
“us,” or “our’”) was registered in Pennsylvania on April 18, 2012, The Company brews and sells gluten free beer.
The Company’s headquarters are in Emsworth, Pennsylvania. The company began operations in 2012,

Since Inception, the Company has relied on the issuance of notes (see Note 6), the issuance of convertible notes (see
Note 7), the issuance of a Paycheck Protection Program (“PPP”) loan (see Note 8), and the issuance of common and
preferred units (see Note 11) to fund its operations. As of December 31, 2020, the Company had an accumulated
deficit and will likely incur additional losses prior to generating positive retained earnings. These matters raise
substantial concern about the Company’'s ability to continue as a going concern (see Note 14). During the next
twelve months, the Company intends to fund its operations with funding from a crowdfunding campaign (see Note
15), and funds from revenue producing activities, It the Company cannot secure additional short-term capital, it may
cease operations, These financial statements and related notes thereto do not include any adjustments that might
result from these uncertainties.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accounting and reporting policies of the Company conform to accounting principles generally accepted in the
United States of America ("US GAAP"). The accompanying unaudited financial statements do not include all the
information and notes required by GAAP for complete financial statements. In the opimion of management, all
adjustments considered necessary for the fair presentation of the unaudited financial statements for the yvears
presented have been included.

Llse of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires management to make certain estimates and assumptions that affect the amounts reported in the
financial statements and footnotes thereto, Actual results could matenially differ from these estimates. It is
reasonably possible that changes in estimates will occur in the near term.

Significant estimates inherent in the preparation of the accompanying financial statements include valuation of
provision for refunds and chargebacks, equity transactions and contingencies.

Risks and Uncertainties

The Company has a limited operating history. The Company’s business and operations are sensitive to general
business and economic conditions in the United States. A host of factors beyond the Company's control could cause
fluctuations in these conditions. Adverse conditions may include recession, downturn or otherwise, local
competition or changes in consumer taste. These adverse conditions could affect the Company's financial condition
and the results of i1ts operations.

Concentration of Credit Risk

The Company mamtains its cash with a major financial imstitution located in the Umited States of Amenca, which it
believes to be credit worthy, The Federal Deposit Insurance Corporation insures balances up to $250,000. At times,
the Company may maintain balances in excess of the federally insured limits.



Cash and Cash Equivalents

The Company considers short-term, highly hiquid investment with onginal maturities of three months or less at the
time of purchase to be cash equivalents. Cash consists of funds held in the Company’s checking account. As of
December 31, 2020 and 2019, the Company had $204,943 and $142,197 of cash on hand, respectively.

Inventory
Inventory are stated at the lower of cost or market. Cost i1s determined on an average cost basis.

Fived Assets

Fixed assets are recorded at cost. Expenditures for renewals and improvements that significantly add to the
productive capacity or extend the useful life of an asset are capitalized. Expenditures for maintenance and repairs are
charged to expense. When equipment is retired or sold, the cost and related accumulated depreciation are eliminated
from the accounts and the resultant gain or loss is reflected in income.

Depreciation 18 provided using the straight-line method, based on useful lives of the assets which 15 5, 7, or 15 years
for equipment, 5, or 7 years for leased equipment, and 15 or 39 years for land and building improvements.

The Company reviews the carrving value of fixed assets for impairment whenever events and circumstances indicate
that the carrying value of an asset may not be recoverable from the estimated future cash flows expected to result
from its use and eventual disposition. In cases where undiscounted expected future cash flows are less than the
carrying value, an impairment loss is recognized equal to an amount by which the carrying value exceeds the fair
value of assets. The factors considered by management in performing this assessment include current operating
results, trends and prospects, the manner in which the property is used, and the effects of obsolescence, demand.
competition, and other economic factors. Based on this assessment there was no impairment for December 31, 2020,

Fair Value Measurements

Generally accepted accounting principles define fair value as the price that would be received to sell an asset or be
paid to transfer a liability in an orderly transaction between market participants at the measurement date (exit price)
and such principles also establish a fair value hierarchy that priorntizes the inputs used to measure fair value using
the following definitions (from highest to lowest priority):

e Level | - Unadjusted quoted prices in active markets that are accessible at the measurement date for
identical, unresiricted assets or habihtes,

e Level 2 — Observable inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly, including quoted prices for similar assets and liabilities in
active markets; quoted prices for identical or similar assets and liabilities in markets that are not active; or
other inputs that are observable or can be corroborated by observable market data by correlation or other
means,

e Level 3 - Prices or valuation techniques requiring inputs that are both significant to the fair value
measurement and unobservable.

Stock-Based Compensation

The Company accounts for its stock-based compensation awards in accordance with ASC 718, Compensation-Stock
Compensation (“ASC T187). ASC 718 requires all stock-based pavments to employees and directors, including
erants of restricted stock units and stock option awards, to be recognized as expense in the statements of operations
based on their prant date fair values. Grants of restricted stock units and stock option awards to other service
providers, referred to as non-employees, are measured based on the grant-date fair value of the award and expensed
in the Company’s statement of operations over the vesting period.



Income Taxes

The Company is a limited liability company. Accordingly, under the Internal Revenue Code, all taxable income or
loss flows through to its members, Therefore, no provision for income tax has been recorded in the statements.
Income from the Company is reported and taxed to members on their individual tax returns.

The Company complies with FASB ASC 740 for accounting for uncertainty in income taxes recognized in a
company’s financial statements, which prescribes a recognition threshold and measurement process for financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. For those
benefits to be recognized, a tax position must be more-likely-than-not to be sustained upon examination by taxing
authorities. FASB ASC 740 also provides guidance on derecognition, classification, interest and penalties,
accounting in nterim periods, disclosure and transition. Based on the Company’s evaluation, it has been concluded
that there are no significant uncertain tax positions requiring recognition in the Company’s financial statements. The
Company believes that i1ts income tax positions would be sustained on audit and does not anticipate any adjustments
that would result in a material change to 1ts financial position.

Revenue Recognifion

Effective January 1, 2019, the Company adopted Accounting Standards Codification 606, Revenue from Contracts
with Customers ("ASC 606"). Revenue is recognized when performance obligations under the terms of the contracts
with our customers are satisfied. Prior to the adoption of ASC 606, we recognized revenue when persuasive
evidence of an arrangement existed, delivery of products had occurred, the sales price was fixed or determinable and
collectability was reasonably assured. The Company generates revenues by selling gluten free beer direct to
customers. The Company's payments are generally collected upfront but some sales to wholesalers are sold on
credit. For years ending December 31, 2020 and 2019 the Company recognized $276,357 and 5284,591 in revenue,
respectively.

Accounts Receivable

Accounts receivable due from customers are uncollateralized customer obligations due under normal trade terms.
Accounts receivable are stated at the amount billed to the customer. Payments of accounts receivable are allocated to
the specific invoices identified on the customer's remittance advice or, it unspecified, are applied to the earliest
unpaid invoices. As of December 31, 2020 and 2019, the company had no accounts receivable, as payments are
collected up front.

The Company estimates an allowance for doubtful accounts based upon an evaluation of the current status of
receivables, historical expenence, and other factors as necessary. It 1s reasonably possible that the Company’s
estimate of the allowance for doubtful accounts will change.

Advertising
The Company expenses advertising costs as they are incurred.

Recent Accounting Pronouncements

In February 2016, FASB 1ssued Accounting Standards Update (“ASU™) No. 2016-02, Leases, that requires
organizations that lease assets, referred to as "lessees”, to recognize on the balance sheet the assets and liabilities for
the rights and obligations created by those leases with lease terms of more than 12 months. ASU 2016-02 will also
require disclosures to help investors and other financial statement users better understand the amount, timing, and
uncertainty of cash flows arising {from leases and will include qualitative and quantitative requirements. The new
standard for nonpublic entities will be effective for fiscal years beginning after December 15, 2020, and interim
periods within fiscal years beginning after December 15, 2021, and early application 1s permitted. We are currently
evaluating the effect that the updated standard will have on the financial statements and related disclosures.



In August 2018, amendments to existing accounting guidance were issued through Accounting Standards Update
2018-15 to clarify the accounting for implementation costs for cloud computing arrangements. The amendments
specify that existing guidance for capitalizing implementation costs incurred to develop or obtain internal-use
software also applies to implementation costs incurred in a hosting arrangement that is a service contract, The
guidance is effective for fiscal years beginning after December 15, 2020, and interim periods within fiscal years
beginning after December 15, 2021, and early application is permitted. We are currently evaluating the effect that
the updated standard will have on the financial statements and related disclosures.

The FASB issues ASUs to amend the authoritative literature in ASC. There have been a number of ASUs to date,
including those above, that amend the original text of ASC. Management believes that those issued to date either (1)
provide supplemental guidance, (11) are technical corrections, (111) are not applicable to us or (1v) are not expected to
have a significant impact our financial statements.

NOTE 3 - INVENTORY

Inventories consisted of the following as of December 31:

2020 2019
Product in process b 15,886 § 14,168
Raw materials 26,267 14,551
Inventory, net o 42,153 § 28,719

The following summarizes the inventory activity as of December 31;

2020 2019
Beginming iventory balance, net $ 28,719 § 33,121
Cost of inventory sold (163,978) (148,585)
Production costs 177412 144,183
Ending inventory balance, net $ 42153 % 28,719

NOTE 4 - FIXED ASSETS

Fixed assets consist of equipment, land and building improvements, and leased equipment. As of December 31,
2020 and 2019, the Company had $486,653 and $599,39% in net fixed assets, respectively. The following table
shows the details of the fixed assets.

Fixed Assets 2020 2019
Equipment $ 125766 % 122 838
Land and building improvements 368,366 368,366
Leased equipment 468,243 468,243

962,375 959,447
Accumulated depreciation (475,722) (360,0449)
Fixed Assets, net $ 486,653 % 599398

NOTE 5 - WAGES PAYABLE

As of December 31, 2020 and 2019, the Company has accrued $95,408 in foregone salaries to the founders. There is
not a specitied repayment schedule for the wages payable as of December 31, 2020.



NOTE 6 - NOTES AND DEBT

In July 2013, the Company 1ssued a promissory note to replace a convertible note whose onginal principal was
$10,000. The amount of the promissory note is $12,.201, with a 0.667% interest rate, and a maturity date of
September 30, 2022, Promissory note accrued interest until October 18, 2017, at which point, the Company was
required to pay 1/20™ of the outstanding principal and interest each quarter until the note is paid off. The balance of
the note as of December 31, 2020 and 2019 was 54,901 and $7.701, respectively.

In October 2020, the Company entered into a promissory note agreement for $150,000, with a fixed fee of $90,000
and a maturity date of October 31, 2025. The promissory note 1s secured by future revenue, and the Company is
required to pay 7% of total revenue monthly. On the maturity date the Company is required to pay the remaining
balance of the principal and the fee.

The Honeyeomb promissory note 18 collateralized by the assets of the Company not already pledged in a capital
lease and takes a second lien position with respect to assets already collateralized.

Future maturities of the notes are as follows:
Year Ended December 31,

2021 % 2,800
2022 2,101
2023 0
2024 0
2025 149,015
Toul S 153916

NOTE 7 - CONVERTIBLE NOTES

In 2018, the Company issued $597,000 of 8% unsecured convertible notes (the “Notes™) due between March and
December 2023, The Notes were automatically convertible in an equity financing of at least $500,000 (*Qualified
Financing”). The conversion price was 90% of the price per unit of equity received by the Company in the Qualified
Financing. The Notes and accrued interest converted into 556,260 preferred units for a total price of $657,375 is
2019,

In July 2020, the Company issued unsecured convertible notes totaling $35,000 with an interest rate of 0% and a
maturity date of July 29, 2025 (“Maturity Date™). The notes are convertible at the option of the holder in an event
that the Company 1ssues equity securities in one or a series of transactions (“lssuance of Securities™). The
conversion price 15 90% of the price per unit the Company receives in the lssuance of Securities if the Issuance of
Securities are withing the first 12 months of the loan, 80% of the price per unit the Company receives in the
Issuance of Securities if the Issuance of Securities are between the 13" month and the 24" month, and 70% of the
price per unit the Company receives in the Issuance of Securities if the Issuance of Securities 1s after the second
anniversary of the note.

NOTE 8 — 