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REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders
Florida Cane Distillery, Inc.
Tampa, Florida

We have reviewed the accompanying financial statements of Florida Cane Distillery, Inc. (the
“Company”), which comprise the balance sheets as of December 31, 2019 and 2018, and the
related statements of operations, changes in stockholders’ equity (deficit), and cash flows for the
years then ended and the related notes to the financial statements. A review includes primarily
applying analytical procedures to management's financial data and making inquiries of Gompany
management. A review is substantially less in scope than an audit, the objective of which is the
expression of an opinion regarding the financial statements as a whole. Accordingly, we do not
express such an opinion.

Management’s Responsibility for the 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; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement whether due to
fraud or error.

Accountant’s Responsibility

Our responsibility is to conduct the review engagements in accordance with Statements on
Standards for Accounting and Review Services promulgated by the Accounting and Review
Services Committee of the 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. We believe that the results of our procedures
provide a reasonable basis for our conclusion.

Accountant’s Conclusion

Based on our reviews, 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.
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Basis of Accounting: The accompanying financial statements have been prepared on
the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States (“GAAP”) as determined by the Financial Accounting
Standards Board (“FASB”) Accounting Standards Codification (“ASC”).

Use of Estimates: The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Inventory: Inventory consists of finished spirits and the associated materials that go into
producing it. Inventory is valued at the lower of cost or market on the first-in, first-out
basis. The Company evaluates inventory levels and expected usage on a periodic basis
and records a valuation allowance as considered necessary. No valuation allowance was
considered necessary at December 31, 2019 and 2018.

Property and Equipment: Property and equipment are stated at cost. Major repairs and
betterments are capitalized and normal maintenance and repairs are charged to expense
as incurred. Depreciation of property and equipment is computed using various
accelerated depreciation methods based upon the estimated useful lives of related assets,
which is seven to thirty-nine years. Upon retirement or sale of an asset, the cost and
accumulated depreciation are removed from the accounts and any gain or loss is reflected
in operations.

Revenue Recognition: Revenues from product sales are recognized when title and risk
of loss pass to the customer which is generally upon purchase for items sold in the
Company’s distillery and upon shipment for items sold outside of this location.

Advertising Costs: The Company expenses advertising and sales promotion costs as
incurred. Advertising expense was $18,743 for 2019. There was no advertising expense
in 2018.
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Deferred Financing Fees: Deferred financing fees totaling $5,584 in connection with
securing the notes payable were capitalized and will be amortized over the term of the
related debt (see Note 4). As the Company entered into the agreement in October 2019,
amortization for 2019 is considered immaterial to the financial statements as a whole.
Future amortization expense is expected to be $1,155 for the years 2020 through 2023
and $964 for 2024. Deferred financing fees related to the credit facility have been included
as a deduction to the notes payable in the accompanying balance sheets.

Recent Accounting Pronouncements:

Revenue Recognition: The FASB issued ASU 2014-09 and amendments to provide new
guidance over revenue recognition which eliminates all transaction and industry-specific
accounting principles and replaces them with a unified, five step approach. The new
standard was effective for private companies for periods beginning after December 15,
2018. In June 2020, the FASB issued ASU 2020-05 which allows private companies that
have not yet issued their December 31, 2019 financial statements to elect to delay the
implementation of ASU 2014-09 and its amendments by one year, therefore effective for
periods beginning after December 31, 2019. The Company has elected this deferral and
is currently evaluating the reporting and economic implications of the new standard.

Leases: The FASB issued new guidance over leases which requires that all leasing
activity with initial terms in excess of twelve months be recognized on the balance sheet
with a right of use asset and a lease liability. The standard will require entities to classify
leases as either a finance, or operating lease based upon the contractual terms. For
finance leases, the right to use asset and lease liability will be calculated based upon the
present value of the lease payments. The asset will then be amortized and the interest
on the obligation will be recognized separately within the statement of operations. For
operating leases, the right to use asset and lease liability will also be calculated based
upon the present value of the lease payments. However, the cost of the lease will
generally be allocated over the lease term on a straight-line basis and presented as a
single expense on the statement of operations. The new standard will be effective for
periods beginning after December 15, 2021, and will require entities to use a modified
retrospective approach to the earliest period presented. The Company is currently
evaluating the reporting and economic implications of the new standard.
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Inventory consisted o1 the tollowing at becember 31.

Property and Equipment:

Property and equipment consisted of the following at December 31:

Depreciation expense totaled $2,113 and $857 during 2019 and 2018.
Notes Payable:

The Company had a note payable outstanding with a financial institution with an original
principal amount of $27,000. The note bore interest at 17.99% and required weekly
payments of principal and interest of $817. The note was secured by substantially all
assets of the Company. This note was paid in full during 2019 and had an outstanding
balance of $20,906 at December 31, 2018.



The Company entered into a note payable with a financial institution in October 2019 for
the principal amount of $160,000. The note matures in October 2024 and bears interest
at 22.99% annually with minimum monthly payments of $4,510. The balance of the note
was $157,084 as of December 31, 2019. The note is secured by substantially all assets
of the Company.

The future maturities related to this note as of December 31, 2019 are as follows:

Year Amount
2020 20,024
2021 25,145
2022 31,576
2023 39,652
2024 40,687
157,084
Less: deferred financing fee 5,584
151,500

Advances — Related Parties:

In 2017, the Company obtained working capital advances from stockholders of the
Company totaling $41,500 to help fund operations of the business. The advances require
total monthly payments of $547 through September 2025, which include interest payments
calculated at 2.5% annually. In addition, there are several other advances from related
parties that do not bear interest and are being repaid as the Gompany has available cash
flow to make payments. The total amounts outstanding were $40,041 and $80,778 at
December 31, 2019 and 2018, respectively.



Equity Incentive rPlan:

Pursuant to the Company’s equity incentive plan, the Company is authorized to grant a
variety of incentive awards based on its common stock. The plan provides for the issuance
of a maximum of 50,000 shares of common stock provided no more than 12,500 shares
of common stock are granted as incentive stock options. As of December 31, 2019, 270
shares of common stock had been assigned to employees, with 68 of those shares being
vested. The vested shares had no fair value as of December 31, 2019.

Leasing Arrangements:

The Company entered into a non-cancelable operating lease agreement in January 2016
for its distillery location, expiring in March 2021. Monthly rent payments range from $3,163
to $3,667 over the term of the lease with an annual rent escalation clause. The Company
determined the straight-line rent effect to be immaterial as a whole to the financial
statements. Future minimum lease payments for 2020 and 2021 are $42,722 and $11,000,
respectively.

During 2018, the Company entered into a capital lease agreement for equipment with a
bargain purchase option. The lease has a term of 48 months and monthly payments of
$204. The cost of the equipment was $6,188. Accumulated depreciation and depreciation
expense was $1,495 and $1,237, respectively, as of and for the year ended December
31, 2019. Accumulated depreciation and depreciation expense was $258, as of and for
the year ended December 31, 2018. Future payments on this agreement are $2,445 for
2020 and 2021 and $2,038 for 2022, net of interest payments of $1,974.

Total rent expense under these agreements was $59,407 for 2019 and $45,561 for 2018.
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