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

Big Derby Distilling Company
1250 Alaskan Way
Seattle , WA 98101
https://copperworksdistilling.com/

Up to $4,999,999.86 in Non-Voting Common Stock at $0.53
Minimum Target Amount: $9,999.51

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: Big Derby Distilling Company
Address: 1250 Alaskan Way , Seattle , WA 98101
State of Incorporation: WA

Date Incorporated: January 13, 2011

Terms:

Equity

Offering Minimum: $9,999.51 | 18,867 shares of Non-Voting Common Stock
Offering Maximum: $4,999,999.86 | 9,433,962 shares of Non-Voting Common Stock
Type of Security Offered: Non-Voting Common Stock

Purchase Price of Security Offered: $0.53

Minimum Investment Amount (per investor): $249.10

*Maximum Number of Shares Offered subject to adjustment for bonus shares. See
Bonus info below.

Company Perks™

Time-Based Bonuses

First Week:

15% Bonus Shares
Second Week
10% Bonus Shares

Next Two Weeks

5% Bonus

Incentive-Based Perks

$250

Invitation to quarterly phone call and annual meeting.

$2,200

Lifetime 10% discount on all purchases from Copperworks, not including taxes and
shipping fees + Each item from the previous perk tier.

$5,000

Lifetime of tastings for you and up to 3 guests of our core line of spirits in our tasting



room + Each item from previous perk tiers.

$10,000

One week early access to all special releases. Invitation to join our team for a single
taste panel session (virtually or in-person) + Each item from previous perk tiers.

$25,000

Spend a day with our distillers, including lunch (or dinner) with one of the leadership
team + Each item from previous perk tiers.

$50,000

Help select a single cask of whiskey to be bottled and sold to the public + Each item
from previous perk tiers.

100,000

Receive an invitation to join our board of advisors + Each item from previous perk
tiers.

*All perks occur when the offering is completed.

The Company and its Business

Company Overview

Copperworks Distilling Co. ("Copperworks" or the "Company”) produces American
Single Malt Whiskey, Gin, and vodka all from a base of malted barley. We sell our
spirits through our tasting room and retail store on the downtown Seattle Waterfront,
through distribution in bars, restaurants, grocery stores, and liquor stores throughout
Washington, and with targeted distribution in Las Vegas, Canada, and Australia.

Copperworks is nationally recognized as a craft spirits industry leader and as one of
the top producers of American Single Malt Whiskey, as indicated by the company
being named "Distillery of the Year” in 2018 by the American Distilling Institute. Our
sales history and enthusiastic customer response have proven that our products are
exceptional and desirable, and we now plan to scale production and offer additional
customer experience opportunities to meet unfilled demand and supply markets
outside our home state.

Big Derby Distilling Company dba Copperworks Distilling Co. was initially organized
as Derby Distilling Company, a Washington corporation on January 13, 2011 and
formally changed its name to Big Derby Distilling Company on November 2, 2011.

Competitors and Industry

Imported and domestically produced spirits, as well as beer, wine, and other alcoholic
beverages, are all in competition for the market of beverage alcohol. In Washington



State, there are over 100 distilleries, and nationally there are over 2,000. But, we
believe only a handful of distilleries produce as much or more American Single Malt
Whiskey as Copperworks. The only ones we believe are in that category are: 10th
Street Distillery, Balcones Distilling, Clear Creek Distillery, Santa Fe Spirits,
Stranahan’s, Virginia Distilling, Westland, and Westward.

In the Washington State market, based on our knowledge, we believe only Westland
Distillery is producing quantities of American Single Malt Whiskey greater than
Copperworks Distilling.

Numerous bars and restaurants in the Seattle area closed during COVID-19. We
believe there is only one other distillery (Batch 206) in the Seattle market that offers a
full dining experience, and in the downtown location, two quality cocktail bars closed
nearby (Lecosho and Heartwood Provisions), giving us a very strong market in that
area. In Kenmore, there are no distilleries, and only two breweries offering food.

In both Seattle and Kenmore, event rental space is at a premium, especially in the 75-
200 person range. Virtually no event spaces exist downtown of the size we have
planned and we are not aware of any in Kenmore of the size we have planned, though
the demand in both locations is high.”

Current Stage and Roadmap

Big Derby Distilling Co, DBA Copperworks Distilling Co. was incorporated in the State
of Washington in January 2011.

Since then we have:

-- More than seven years of successful operation with increased annual revenues.
2013 - $44,565.45 (Partial Year - Began Sales in September)

2014 - $268,730.90

2015 - $353,748.74

2016 - $527,640.39

2017 - $726,201.43

2018 - $857,229.56

2019 - $895,182.51

2020 - $1,026,360.37

-- Seasoned industry professionals direct the company. Experienced, trained staff and
high-capacity equipment allow quick growth.

-- Stunning showpiece distillery and tasting room in a highly visible waterfront
location with an estimated 30,000 visitors per year.

-- Thorough distribution throughout Washington. New markets open in Las Vegas,
Canada, and Australia.

Plans for the next 5 years include:



1) Open a barrel storage warehouse, pub, and event center on a highly trafficked
recreation and commuting trail in Kenmore, Washington.

2) Open visitors center, cocktail bar, and restaurant directly next door to existing
downtown distillery location to take advantage of the increased tourist crowd and
event space demand.

3) Build a wash production facility allowing whiskey production to grow 10X, from
producing 120 whiskey barrels per year to approximately 1,200 per year.

The Team

Officers and Directors

Name: Jason Parker
Jason Parker's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

e Position: President
Dates of Service: January 29, 2011 - Present
Responsibilities: Company leadership. Jason Parker has an annual salary of $0
and equity compensation of 0 shares per annum.

e Position: Secretary
Dates of Service: January 29, 2011 - Present
Responsibilities: Manage all board and committee meeting logistics.

Name: Micah Nutt
Micah Nutt's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

e Position: Vice President
Dates of Service: November 02, 2011 - Present
Responsibilities: Leadership and back-up to President. Micah Nutt has an annual
salary of $0 and equity compensation of 0 shares per annum. Micah is not
currently working for Copperworks in a day-to-day operational capacity.

Name: Jeffrey Kanof
Jeffrey Kanof's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

e Position: Vice President



Dates of Service: February 24, 2019 - Present
Responsibilities: Leadership. Back-up to President. Jeffrey Kanof has an annual
salary of $94,000 and equity compensation of 0 shares per year.

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 of the stock
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
overpaving for your investment.

The transferability of the Securities you are buying is limited

In addition to the restrictions on transfer set forth in the Company’s Shareholder
Agreement, any stock purchased through this crowdfunding campaign is subject to
SEC limitations of transfer. This means that the stock/note that you purchase cannot
be resold for a period of one year. The exception to this rule is if you are transferring



the stock 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
benetfit 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 alcoholic 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 shares in the amount of up to $4,999,999.86 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 reguired 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 your
investment.

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 stock that an investor is buying has no voting rights attached to them. This means
that vou 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 your investment.

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
uncommon 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 amended 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.

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 your
investment.

Micah
Micah Nutt is now a non-working officer. As such, it is likely that the company will
not make the same progress as it would if he were working part or full time.

Small Business

Qur future success depends on the efforts and relationships of a small management
team. The loss of services of the members of the management team may have an
adverse effect on the company. There can be no assurance that we will be successful in
attracting and retaining other personnel we require to successfully grow our business.

Industry/Whiskey
The current distilled spirits market growth could slow or stop in the future which may
adversely effect the company.

Reduction of Tourism

A portion of our future success depends on the tourism on the Seattle waterfront.
Construction projects, pandemics, natural disaster, and other factors may reduce the
level of tourism based traffic and therefore have an adverse effect on the company.

Distribution

The spirits industry has seen a large amount of consolidation in the companies that
handle distribution. As a result of the three-tier regulatory system we are
substantively reliant on distribution companies. Such consolidation my make it
difficult to expand distribution and lack of expanded distribution may have an adverse
effect on the company.

Supplier

A portion of our future success is attributable to our relationships with key vendors
and suppliers. Events related to such vendors and suppliers relationships, such as loss
of goods or services from such key vendors and suppliers, could adversely effect the
company.

Political

The political climate could change such that it is more challenging to sell our products
in various markets and/or obtain the materials needed to create our products. For
example, increased or extended tariffs and/or embargos with certain countries would
adversely effect the company.

Natural Disaster

An earthguake or other disaster could occur that would destroy our stocks of aging
spirits and/or our entire facility. While we are insured for such occurrence, it may
adversely effect the company.



Dilution

Each investor's stake in us could be diluted due to our issuing additional shares. In
other words, if we issue more shares, the percentage of the company that yvou own will
decrease, even though our value may increase. You will own a smaller piece of a larger
company. This increase in the number of shares outstanding could result from a stock
offering (such as an initial public offering, another crowdfunding round, a venture
capital round, or other types of investments).

Lack of Profit

We have not yet been profitable, and believe we will continue to incur net losses in
future years due to expansion and growth. We may require additional capital in the
future, which we may not be able to obtain on acceptable terms, or at all. Our inability
to raise such capital, as needed, on beneficial terms or at all could restrict our future
growth, severely limit our operations, or cause us to curtail or terminate our
operations.

Prohibition
The U.S. Government could enact legislation prohibiting the production, sales and
consumption of alcohol, which would be detrimental to our business.

Competition

The distilled spirits industry is fiercely competitive. The company will face
competition from other craft distillers as well as mass market distilleries and
conglomerates with much larger marketing budgets.

COGS

Cost of ingredients and raw materials may fluctuate. Increased costs for packaging
materials and ingredients could negatively impact our margins, cash flow, financial
projections, and reduce our overall revenues.

Regulatory
Aspects of our business and our products are regulated at the local, state, and federal

levels. The nature and scope of future legislation and regulations cannot be predicted.
While we anticipate that the company and our products will be in compliance with all
applicable laws, rules, and regulations, there still may be risks and costs that such
laws, rules, and regulations may change with respect to present or future operations.
Such changes and additional costs may increase the cost of investments and
operations and may decrease the demand for products and services.

Past Performance/Future Results
Although we have been in operations for over 8 years and have had revenue growth
every year, past performance is not a guarantee of future results.

Covid-19 Risk Factor

QOur results of operations may be negatively impacted by the coronavirus outbreak. In
December 2019, the 2019 novel coronavirus surfaced in Wuhan, China. The World
Health Organization declared a global emergency on January 30, 2020. The impacts of
the outbreak are unknown and rapidly evolving. We either currently rely or could in



the future rely on third-party suppliers and manufacturers in China or other countries
impacted by COVID-19. This outbreak has resulted in the extended shutdown of
certain businesses in China and otherwise, which may in turn result in disruptions or
delays to our supply chain or supply chains of parties we contract with. Any disruption
of our suppliers and their contract manufacturers will likely impact our sales and
operating results. A widespread health crisis could adversely affect the global
economy, resulting in an economic downturn that could impact demand for our
products. In addition, Washington State and the area in and around Seattle have
responded with local lockdowns which have, and could in the future continue to,
negatively impact our business or the businesses of third parties we contract with.



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 | Type of

Stockholder Name Securities | Security [Percentage
Owned Owned
Micah Nutt 8474547  [common |,
Stock
Jason Parker (2,000,000 shares); Big Derby Eoimimen
Distilling Company 401(k) Plan fbo Jason Parker 8,474,547 Stock 42.1

(6,474,547 shares)

The Company's Securities

The Company has authorized Common Stock, and Non-Voting Common Stock. As part
of the Regulation Crowdfunding raise, the Company will be offering up to 9,433,962 of
Non-Voting Common Stock.

Common Stock

The amount of security authorized is 37,000,000 with a total of 20,128,339
outstanding.

Voting Rights

1 vote per share. Each holder of Voting Common Stock shall have the right to one (1)
vote per share of Voting Common Stock held by such holder.

Material Rights

The Corporation and the Voting Common Shareholders were party to a certain
Shareholder Agreement which governed the ownership of the shares of the
Corporation’s voting common stock (the “Voting Common Stock”) owned by such
Voting Common Shareholders (the “Original Shareholder Agreement™).

Please see the Company's Original Shareholder Agreement attached as Exhibit F.
Non-Voting Common Stock

The amount of security authorized is 13,000,000 with a total of 1,992,258 outstanding.
Voting Rights

There are no voting rights associated with Non-Voting Common Stock.




Material Rights

First Amended Shareholder Agreement

On or about January 31, 2020, certain Non-Voting Common Shareholders purchased
shares of the Corporation’s non-voting common stock (the “Non-Voting Common
Stock™) pursuant to certain Subscription Agreements by and between the Corporation
and such Non-Voting Common Shareholders, which Non-Voting Common Stock was
purchased as part of the Corporation’s Wefunder Regulation Crowdfunding financing
(the “Wefunder Financing™). In connection with the Wefunder Financing, the
Corporation and the Voting Common Shareholders amended and restated the Original
Shareholder Agreement on the terms set forth in that certain First Amended and
Restated Shareholder Agreement, dated as of January 31, 2020 (the “First Amended
Shareholder Agreement™).

Please see the Company’s First Amended Shareholder Agreement attached as Exhibit

This Second Amended and Restated Shareholder Agreement (this “ Shareholder
Agreement”), by and among the holders of Voting Common Stock, the holders of Non-
Voting Common Stock and collectively with the Voting Common Shareholders, the
“Shareholders™), and Big Derby Distilling Company, a Washington corporation (the
“Corporation™).

1. The undersigned acknowledges that the Securities will be subject to restrictions on
transfer in this document and as set forth in the Company’s Second Amended and
Restated Shareholder Agreement (the “Shareholder Agreement™), a copy of which is
attached hereto as Exhibit F, which Shareholder Agreement sets forth certain rights
and restrictions related to ownership of the Securities, including, without limitation,
restrictions on the sale and transfer of the Securities.

2. If the undersigned is an individual, then the undersigned resides in the state
identified in the address of the undersigned set forth on the signature page hereto; if
the undersigned is a partnership, corporation, limited liability company or other
entity, then the office or offices of the undersigned in which its principal place of
business is identified in the address or addresses of the undersigned set forth on the
signature page hereto. In the event that the undersigned is not a resident of the
United States, the undersigned hereby agrees to make such additional representations
and warranties relating to the undersigned’s status as a non-United States resident as
reasonably may be requested by the Company and to execute and deliver such
documents or agreements as reasonably may be requested by the Company relating
thereto as a condition to the purchase and sale of the Securities.

3. HIGH RISK INVESTMENT. THE UNDERSIGNED UNDERSTANDS THAT AN
INVESTMENT IN THE SECURITIES INVOLVES A HIGH DEGREE OF RISK. The
undersigned acknowledges that (a) any projections, forecasts or estimates as may



have been provided to the undersigned are purely speculative and cannot be relied
upon to indicate actual results that may be obtained through this investment; any
such projections, forecasts and estimates are based upon assumptions which are
subject to change and which are beyond the control of the Company or its
management; (b) the tax effects which may be expected by this investment are not
susceptible to absolute prediction, and new developments and rules of the Internal
Revenue Service (the “IRS”), audit adjustment, court decisions or legislative changes
may have an adverse effect on one or more of the tax consequences of this
investment; and (c) the undersigned has been advised to consult with his own advisor
regarding legal matters and tax consequences involving this investment.

4. The undersigned agrees that the undersigned will not sell, assign, pledge, give,
transfer or otherwise dispose of the Securities or any interest therein, or make any
offer or attempt to do any of the foregoing, except pursuant to Rule 501 of Regulation
Crowdfunding and in compliance with the terms set forth in the Shareholders
Agreement.

5. At the time of the Closing, the Company shall have received executed signature
pages from the undersigned (and the undersigned’s spouse, if applicable) to the
Shareholder Agreement.

6. Non-Voting Securities; Limited Power of Attorney. The undersigned acknowledges
that the Securities being acquired have no voting rights and that major corporate
actions may be taken without the vote of the holders of the Securities. The
undersigned, and any successors or assigns of the undersigned (the “Grantor”) (to the
fullest extent permitted by applicable law) appoints the Company, or any other
designee of the Company, as its true and lawful attorney-in-fact in the undersigned’s
name, place and stead, with full power of substitution, to: (a) take such actions as are
permitted in this Subscription Agreement, the Company’s Articles of Incorporation,
the Shareholder Agreement, or otherwise with respect to the Securities, including,
without limitation, executing on behalf of the undersigned all documents related to or
in furtherance of any of the actions contemplated thereunder; and (b) carry out the
intent of this Subscription Agreement. The undersigned hereby acknowledges that the
limited power-of-attorney is coupled with an interest and is irrevocable.

7. Repurchase. If the Company determines, in its sole discretion, that it is likely that
within six months the securities of the Company will be held of record by a number of
persons that would require the Company to register a class of its equity securities
under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), as
required by Section 12(g) thereof, or that the Company is otherwise subject to
registration under the Exchange Act, the Company shall have the option to
repurchase the Securities from the undersigned for the greater of (a) the Purchase
Price; and (b) the fair market value of the Securities, as determined by an independent
appraiser of securities chosen by the Company (such repurchase, the “Repurchase,”
and such greater value, the “Repurchase Value™); provided, however, that, in the
event an Equity Financing (as defined below) occurs within three months after the
Repurchase and the Repurchase Value is less than the Aggregate Value (as defined



below) of the Securities the undersigned would have received had the Repurchase not
occurred (where such value is determined by multiplying the number of Securities by
the Financing Price (as defined below) and is referred to as the “Aggregate Value”),
the Company shall pay to the undersigned an amount equal to the difference between
the Aggregate Value and the Repurchase Value promptly following the consummation
of the Equity Financing. Such independent appraiser shall be regularly engaged in the
valuation of securities. The foregoing repurchase option terminates upon a Change of
Control or Dissolution Event (each, as defined below).

For the purposes of this section, the following terms shall have the meanings set forth
below:

“Change of Control” means (a) a transaction or series of related transactions in which
any, person” or “eroup” (within the meaning of Section 13(d) and 14(d) of the
Exchange Act), becomes the “beneficial owner” (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of more than 50% of the outstanding voting
securities of the Company; (b) any reorganization, merger or consolidation of the
Company, other than a transaction or series of related transactions in which the
holders of the voting securities of the Company outstanding immediately prior to such
transaction or series of related transactions retain, immediately after such transaction
or series of related transactions, at least a majority of the total voting power
represented by the outstanding voting securities of the Company or such other
surviving or resulting entity; or (c) a sale, lease or other disposition of all or
substantially all of the assets of the Company.

“Dissolution Event” means (a) a voluntary termination of operations; (b) a general
assignment for the benefit of the Company’s creditors; or (¢) any other liquidation,
dissolution or winding up of the Company (excluding a Change of Control or initial
public offering), whether voluntary or involuntary.

“Equity Financing” means a bona fide transaction or series of transactions with the
principal purpose of raising capital, pursuant to which the Company issues and sells
shares at a fixed pre-money valuation.

“Financing Price” means the price per share or conversion price of a class of share
issued to the investors investing new money in the Company in connection with the
initial closing of an Equity Financing.

8. Indemnification. The undersigned agrees to indemnify and hold harmless the
Company and its directors, officers and agents (including legal counsel) from any and
all damages, losses, costs and expenses (including reasonable attorneys’ fees) that
they, or any of them, may incur by reason of the undersigned’s failure, or alleged
failure, to fulfill any of the terms and conditions of this subscription or by reason of
the undersigned’s breach of any of the undersigned’s representations and warranties
contained herein.

9. Market Stand-Off. If so requested by the Company or any representative of the
underwriters (the “Managing Underwriter”) in connection with any underwritten or



Regulation A+ offering of securities of the Company under the Act, the undersigned
(including any successor or assign) shall not sell or otherwise transfer any Securities
or other securities of the Company during the 30-day period preceding and the 270-
day period following the effective date of a registration or offering statement of the
Company filed under the Act for such public offering or Regulation A+ offering or
underwriting (or such shorter period as may be requested by the Managing
Underwriter and agreed to by the Company) (the “Market Standoff Period”). The
Company may impose stop-transfer instructions with respect to securities subject to
the foregoing restrictions until the end of such Market Standoff Period.

10. Electronic Execution and Delivery. A digital reproduction, portable document
format (“.pdf”) or other reproduction of this Subscription Agreement may be executed
by one or more parties hereto and delivered by such party by electronic signature
(including signature via DocuSign or similar services), electronic mail or any similar
electronic transmission device pursuant to which the signature of or on behalf of such
party can be seen. Such execution and delivery shall be considered valid, binding and
effective for all purposes.

Please also see the Shareholder Agreement attached as Exhibit F. An additional
signature for the Shareholder Agreement is required and provided in the subscription
agreement.

What it means to be a minority holder

As a minority holder of shares of the company, you will have limited 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 shares. In other
words, when the company issues more shares, 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 shares 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 shares or warrants) into stock. If the company decides to issue more
shares, an investor could experience value dilution, with each share 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 share (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 [nanIPO;
e To the company;
¢ To an accredited investor; and

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

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

¢ Name: Non-Voting Common Stock
Type of security sold: Equity
Final amount sold: $776,980.62
Number of Securities Sold: 1,992,258
Use of proceeds: Operations and production
Date: April 29, 2020
Offering exemption relied upon: Regulation CF

¢ Name: Common Stock
Type of security sold: Equity
Final amount sold: $105,938.35
Number of Securities Sold: 2,118,767
Use of proceeds: Operations
Date: February 25, 2019
Offering exemption relied upon: Section 4(a)(2)

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:
The following circumstances have led to the performance of our financial statements:

More than seven years of successful operation with increased annual revenues. We
had our best year ever in 2019 and were on track to have even greater beverage-related
revenues in 2020 until COVID-19 closed our tasting room and most of our bar and
restaurant customers.

2013 - $44,565.45 (Partial Year - Began Sales in September)
2014 - $268,730.90

2015 - $353,748.74

2016 - $527,640.39

2017 - $726,201.43

2018 - $857,229.56

2019 - $895,182.31

2020 - $1,026,360.37

A seasoned industry professional directs the company. Experienced, trained staff and
high-capacity equipment allow quick growth.

Stunning showpiece distillery and tasting room in highly visible waterfront location
attracting an estimated 30,000 visitors to the distillery in 2019.

Located in a tourist district with an estimated 6.9 million visitors to the Seattle
waterfront in 2017, possibly surpassing 20 million by 2024,

Internationally recognized products: Copperworks whiskeys and gins have won
double-gold medals and scored 94-96 points in competitions.

Historical results and cash flows:
Year ended December 31, 2020 compared to year ended December 31, 2019
Revenue

Revenue for fiscal year 2020 was $1,026,360, up approximately 15% compared to fiscal
year 2019 revenue of $895,182.



Though revenue was up by fifteen percent over the previous year, 49 percent of that
revenue ($499,887.84) was from the sale of hand sanitizer, not beverage alcohol. With
our tasting room and retail store closed, and almost every one of our bar and
restaurant customers closed, revenues from beverage alcohol were down to 59 percent
($526,472.53) of the Company’s 2019 revenue of $895,182.31. As the pandemic resides,
we see bars and restaurants ordering our products again, and our tasting room has
now been open since June 1, 2021.

Gross Margins

Gross profit in 2020 was $335,218.24, down from a gross profit of $460,217.29 in 2019,
a decrease of almost $125,000. Gross margins as a percentage of revenue decreased
from 51.4% in 2019 to 32.7% in 2019. The cost of hand sanitizer ingredients and the
fact that over 100,000 bottles of it were donated and not sold, lead to these reductions
in gross margins.

Expenses

Operating expenses in 2020 were $430,363, up $28,966 from expenses of $401,397 in
2019. This increase is half due to the increased production costs, since in 2020 we
produced near the maximum whiskey we can from this plant, and also produced hand

sanitizer. The other half is related to increased wages and administration.

The COVID-19 pandemic has disrupted the hospitality industry in a way that may take
years to fully recover from. With cash flow alone, we can continue the retail sales,
continue producing clear spirits, and continue bottling and selling aged spirits we've
made in previous years.

To grow our inventory of aging whiskey so we have sufficient product to sell in 3-7
years, we'll need further investments, which will most likely come from selling equity.

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 07/26/2021, the company has $99,156 in cash.

The company currently has a revolving line of credit with Wells Fargo for a total
amount available of $54,000. This line of credit currently has an outstanding balance
of $29,233.25.

The company also currently has a revolving line of credit with Capital One for a total

amount available of $20,000. This line of credit currently has an outstanding balance
of $0.

Personal loans from family mav be an option, based on terms and availability at time
of need.



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?)

Funds from this campaign are not required to fund day-to-day operations. Cashflow
from retail and wholesale sales, events, and tours/workshops are sufficient to fund
day-to-day operations.

Funds from the campaign will be used to grow the company in the following areas:
» Expand customer experiences in the form of cocktails and food

» Increase production up to 10X by building production capacity, purchasing
materials, and hiring labor above what is necessary for current production levels.

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 company has the resources to remain viable without funds from this campaign,
but not to grow the company by an amount necessary to fulfill current and future
opportunities.

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

Should the company raise no more than the minimum $10,000 specified in this
campaign, at the current level of expenses, the company can continue to operate
indefinitely at the current state of production. However, no growth nor expansion will
be possible.

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

Should the company raise the maximum $5M specified in this campaign, at the
current level of expenses, the company can continue to operate indefinitely at the
current state of production and will have funds to increase customer experience
capacity 8x and production 10X.

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

Future sources of capital for the company include:



» Additional lines of credit
« Personal/private loans

« Future equity campaign raises

« Partial or full M&A

Indebtedness

e Creditor: Micah Nutt
Amount Owed: $1,646,111.00
Interest Rate: 1.9%
Maturity Date: November 09, 2023

e Creditor: John Parker
Amount Owed: $60,000.00

Interest Rate: 1.59%
Maturity Date: November 20, 2022

Related Party Transactions

e Name of Entity: Micah Nutt
Relationship to Company: Officer
Nature / amount of interest in the transaction: Issuer of an outstanding loan of
$1,653,611 to the company, with a due date of 11/09/2023
Material Terms: Interest paid annually of 1.9%

e Name of Entity: John Parker
Relationship to Company: Family member
Nature / amount of interest in the transaction: Loan of $60,000.
Material Terms: Loan of $60,000, 1.59% interest rate, Maturity date of
11/20/2022.

e Name of Entity: Jeffrey Kanof
Relationship to Company: Director
Nature / amount of interest in the transaction: Sale of voting common shares
Material Terms: Sale of 2,118,767 voting common shares for a total price of

$105,938.35.

Valuation

Pre-Money Valuation: $11,723,916.41



Valuation Details:

Two valuation methodologies were used, both leading to the same number:

1) Comparison of revenue multiplier to brewery and distillery sales where the share
prices and revenues are both known.

2) By adding to the previous year's Wefunder valuation the increased value the
company gained from additional whiskey barreled, contracts signed, sales territories
opened, and expansion projects underway.

* The Company set its valuation internally, without a formal-third party independent
evaluation.

** The total number of shares outstanding on a fully diluted basis, 22,120,597 shares,
includes 20,128,559 shares of voting Common Stock and 1,992,258 shares of Non-
Voting Common Stock.

Use of Proceeds

If we raise the Target Offering Amount of $9,999.51 we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

o Marketing
96.5%
The first $10K raised will be used to promote the campaign through various
marketing channels in order to attract additional subscriptions.

If we raise the over allotment amount of $4,999,999.86, we plan to use these proceeds
as follows:

e StartEngine Platform Fees
3.5%

¢ Capital expenditures
87.0%
Money will be used to open a new barrel warehouse and restaurant in Kenmore,
WA, a new restaurant and event center next door to the existing downtown
Seattle location, to build a new brewhouse production facility in Kenmore, to
improve the existing downtown Seattle tasting room, and to continue to staff all
these locations.

e (perations
4.5%
Continue to produce whiskey at our maximum volume (120 cask/vear). These
funds cover the cost of malted barley, barrels, and production costs.



o Marketing
5.0%
These funds will be used to market and promote the fundraising campaign to
better ensure we reach our maximum funding goal.

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://copperworksdistilling.com/ (https://copperworksdistilling.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 liquidates or dissolves its business in accordance with state law.

Updates

Updates on the status of this Offering may be found at:



www.startengine.com/copperworks-distilling
Investing Process

See Exhibit E to the Offering Statement of which this Offering Memorandum forms a
part.
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" IndigoSpire

CPAs & ADVISORS
INDEPENDENT AUDITOR’S REPORT
May 25, 2021
To:  Board of Directors, BIG DERBY DISTILLING COMPANY

Re: 2020-2019 Financial Statement Audit

We have audited the accompanying financial statements of BIG DERBY DISTILLING COMPANY (a
corporation organized in Washington) (the “Company”), which comprise the balance sheets as of
December 31, 2020 and 2019, and the related statements of income, stockholders’ equity/deficit, and
cash flows for the calendar year periods thus ended, and the related notes to the financial statements.

Management’'s Responsibility for the Financial 5Statements

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
2rror.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit of the Company’s financial statements in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion.

An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2020 and 2019, and the results of its operations,
shareholders’ equity/deficit and cash flows for the calendar year periods thus ended in accordance with
accounting principles generally accepted in the United States of America.

Going Concern

The accompanying financial statements have been prepared assuming that the Company will continue as
a going concern. As discussed in the Notes to the financial statements, the Company has suffered
recurring losses from operations and has a net capital deficiency that raise substantial doubt about its
ability to continue as a going concern. Management's evaluation of the events and conditions and
management's plans regarding these matters are also described in the Notes to the financial statements.
The financial statements do not include any adjustments that might result from the outcome of this
uncertainty. Our opinion is not modified with respect to this matter.

Sincerely,

I IIndi.c‘J}a%?ifE CPA Gvoup

IndigoSpire CPA Group, LLC
Aurora, CO

May 25, 2021



BIG DERBY DISTILLING COMPANY
BALANCE SHEETS
As of December 31, 2020, and 2019
See accompanying Independent Auditor’s Report and Notes to the Financial Statements

2020 2019
TOTAL ASSETS
Current Assets
Cash and cash equivalents 5 7,525 5 40,581
Accounts receivable 22.246 29477
Inventory 1,708,430 1,349.916
Other current assets 397 303
Total Current Assets 1,738,598 1,420,279
Non-Current Assets
Fixed assets, net 870,226 916,627
Intangible assets, net 44,305 61,127
TOTAL ASSETS $ 3,6533119 5 2,398,033
LIABILITIES AND SHAREHOLDERS® EQUITY
Liabilities
Current Liabilities
Accounts and credit cards payable b 14,330 5 158,118
Other current liabilities 154,938 136,970
Total Current Liabilities 169 268 205 088
Non-Current Liabilities
Loans payable 1,703,806 1,680,171
TOTAL LIABILITIES 1,873,074 1,975,258

Shareholders”™ Equity
Common stock, voting (37,000,000 shares of 50.001 par

value authorized, 20,128,339 and 16,871,661 shares

outstanding as of December 31, 2020) 1,059 952 1,059,952
Common stock, non-voting (3,000,000 shares of $0.001 par

value authorized, 1,990,974 and 1,009,026 shares outstanding

as of December 31, 2020), net of offering costs 718,707 0
Accumulated deficit (998,604) (637.179)
TOTAL SHAREHOLDERS® EQUITY 780,055 422,773

TOTAL LIABILITIES AND SHAREHOLDERS®
EQUITY $ 1,605,537 s 2,398,033




BIG DERBY DISTILLING COMPANY
STATEMENT OF OPERATIONS
Calendar vears ended December 31, 2020 and 2019

See accompanying Independent Auditor’s Report and Notes to the Financial Statements

2020 2019
Revenues, net $ 1,026,360 S 805 182
Less: Cost of goods sold Ho1.142 434 965
Gross Profit 335,218 460,217
Operating Expenses:
General and administrative 414317 IR2.226
Sales and marketing 16,046 19.171
Total Operating Expenses 430,363 401,397
Net operating income (95,145) 58,820
Other Income (Expense):
Depreciation (expense) (34,608) (33,992)
Amaortization (expense) (4,360) (4,359)
Interest (expense), net (37,559) (37,553)
Other income (expense) (198,594) 16,926
Giain on the sale of assets 8 841 3.632
Net Income (Loss) 5 (361,425) $ 3.474




BIG DERBY DISTILLING COMPANY
STATEMENT OF SHAREHOLDERS® EQUITY/DEFICIT
Calendar years ended December 31, 2020 and 2019

See accompanying Independent Auditor’s Report and Notes to the Financial Statements

Common Stock, Common Stock,
voting non-voting Accumulated Equity Total Shareholders®
% $ (Deficit) Capital (Deficit)
Balance as of January 1, 2019 $ 954,014 5 0 $ (640,653) 5 313,361
Issuance of shares 105,938 105,938
Net Loss 3,474 3474
Balance as of December 31, 2019 $ 1,059,952 5 0 $ (637,179) S 422,773
Issuance of shares, net of offering costs T18.707 T18,707
Net Loss (361,425) (361,425)

Balance as of December 31, 2020 $ 1,059,952 $ 718,707 $ (998,604) S 780,055




BIG DERBY DISTILLING COMPANY

STATEMENT OF CASH FLOWS

Calendar years ended December 31, 2020 and 2019
See accompanying Independent Auditor’s Report and Notes to the Financial Statements

Cash Flows From Operating Activities
Met Income (Loss)
Adjustments to reconcile net loss to net cash used
in operating activities:
Depreciation and amortization
Gain on sale of assets
Changes in operating assets and liabilities:
(Increase) Decrease in accounts receivable
(Increase) Decrease in inventory
(Increase) Decrease in other current assets
Increase (Decrease) in accounts and credit cards payable
Increase ( Decrease) in other current liabilities

Net Cash Used In Operating Activities

Cash Flows From Investing Activities
Net {purchase) sale of fixed assets
Net Cash Used In Investing Activities

Cash Flows From Financing Activities
Proceeds of notes
Proceeds from issuance of stock

Net Cash Provided By Financing Activities

Net Change In Cash

Cash at Beginning of Period
Cash at End of Period

2020 2019
$ (361,425) $ 3,474
38,968 38,351
(8.841) (3,632)
7231 8,912
(358,514) (227,572)
(92) (305)
(143.788) (14,250)
17.968 15,791
(808.493) (1,563.914)
33,095 42 483
33,095 42,483
23,635 28,741
718,707 105,938
742342 134,679
(33,056) (2,069)
40,581 42,650
$ 7,525 $ 40,581




BIG DERBY DISTILLING COMPANY
NOTES TO THE FINANCIAL STATEMENTS
Calendar yvears ended December 31, 2020 and 2019
See accompanying Independent Auditor’s Report

NOTE 1 - NATURE OF OPERATIONS

BIG DERBY DISTILLING COMPANY (“the Company™) 1s a corporation organized under the laws of the State
of Washington on January 13, 2011, The Company 1s headguartered in Washington. The Company manufactures
and retails alcoholic beverages under the brand Copperworks.

Since inception, the Company relied on raising equity and loans and the cash flow from operations to fund its
business, The Company has an accumulated deficit in earnings since mception. These matters raise substantial
concern about the Company’s ability to continue as a going concern. The Company’s products take several yvears
to mature before they can be sold. The Company is confident that profitable operations can be obtained as the
economic constraints of the COVID-19 pandemic are loosened.. 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 ("GAAP"). In the opinion of management, all adjustments considered necessary
for the fair presentation of the financial statements for the years presented have been included.

Use of Estimates

The preparation of the financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the amounts reported in the financial statements and the footnotes thereto. Actual
results could differ from those estimates,

Risks and Uncertainties

The Company's business and operations are sensitive to general business and economic conditions in the Umted
States. A host of factors beyond the Company's control could cause fluctuations in these conditions. Adverse
conditions may include: recession, downturn or otherwise, changes in regulations or restrictions in imports,
competition or changes in consumer taste. These adverse conditions could affect the Company's financial
condition and the results of its operations. As of December 31, 2020, the Company is operating as a going
concern. See Notes | and 9 for additional information,

Cash and Cash Equivalents

The Company considers short-term, highly liquid investments with original 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.
The Company maintains its cash with a major financial institution located in the United States of America, 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. As of December 31, 2020
and 2019, the Company had $7.525 and 540,581 cash on hand. respectively.

Receivables and Credit Policy

Trade recervables from customers are uncollateralized customer obligations due under normal trade terms,
primarily requiring payment before services are rendered. Trade receivables are stated at the amount billed to
the customer. Payments of trade receivables are allocated to the specific invoices identified on the customer’s
remittance advice or, if unspecified, are applied to the earliest unpaid invoice. The Company, routinely assesses
its outstanding accounts. As a result, the Company believes that its accounts receivable credit risk exposure is
limited. As of December 31, 2020, and 2019, the Company had $22.246 and $29,477 in accounts receivable,
respectively.



Property and Equipment

Property and equipment are recorded at cost if the expenditure exceeds 51,000, 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 expensed as incurred. When equipment is retired or sold, the cost
and related accumulated depreciation are eliminated from the balance sheet accounts and the resultant gain or
loss is reflected in income,

Depreciation is provided using the straight-line method, based on useful lives of the assets which range from
three to thirty vears depending on the asset type.

The Company reviews the carrying value of property and equipment 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 carryving
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. As of December 31, 2020 and 2019, the
Company maintained fixed assets with a net book value of $870,226 and $916,627 as of December 31, 2020 and
2019, respectively.

Fair Value Measurements
The Company has determined the fair value of certain assets and liabilities in accordance with United States
generally accepted accounting principles (“GAAP™), which provides a framework for measuring fair value,

Fair value 15 defined as the exchange price that would be received for an asset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the asset or hability in an orderly transaction between
market participants on the measurement date. Valuation techniques should maximize the use of observable inputs
and minimize the use of unobservable inputs.

A fair value hierarchy has been established. which prioritizes the valuation inputs into three broad levels. Level
| inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting entity has
the ability to access at the measurement date. Level 2 inputs are inputs other than quoted prices included within
Level 1 that are observable for the related asset or liability. Level 3 inputs are unobservable inputs related to the
asset or liability.

Income Taxes

The Company is taxed as a C corporation. The Company complies with FASE 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 interim 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 its income tax positions
would be sustained on audit and does not anticipate any adjustments that would result in a material change to its
financial position.

The Company has incurred taxable losses since inception but is current in its tax filing obligations. The Company
is not presently subject to any income tax audit in any taxing jurisdiction,

Revenue Recognition

The Company adopted ASC 606, Revenue from Contracts with Customers, as of January 1, 2019 (the “transition
date™) using the full retrospective method. There was no transition adjustment recorded upon the adoption of
ASC 606, Under ASC 606, revenue 15 recognized when a customer obtains control of promised goods or services,
in an amount that reflects the consideration which the entity expects to receive in exchange for those goods or
SErvICes,



To determine revenue recognition for arrangements that an entity determines are within the scope of ASC 606,
the Company performs the following steps: (1) identify the contract(s) with a customer, (1) identify the
performance obligations in the contract, (1) determine the transaction price, (1v) allocate the transaction price to
the performance obligations in the contract and (v) recognize revenue when {or as) the entity satisfies a
performance obligation. At contract inception, once the contract is determined to be within the scope of ASC
606, the Company assesses the goods or services promised within each contract and determines those that are
performance obhgations and assesses whether each promised good or service 15 distinet. The Company then
recognizes as revenue the amount of the transaction price that is allocated to the respective performance
obligation when (or as) the performance obligation is satisfied.

Revenue from the sale of its products is recognized when the goods are delivered to the end customer.

Sales and Marketing Expenses
The Company expenses advertising costs as they are incurred.

Recent Accounting Pronouncements

In February 2017, FASB issued ASU No. 2017-02, “Leases (Topic 842)." that requires orgamizations 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 2017-02 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 atter December 15, 2019, and interim
periods within fiscal vears beginning after December 15, 2020, and early application is permitted. The Company
is currently evaluating the effect that the updated standard will have on its financial statements and related
disclosures. The Company will adopt this standard after required to and when applicable to the Company.

In May 2018, FASB i1ssued ASU 2018-09, “*Compensation- Stock Compensation (Topic 718): Scope of
Modification Accounting”, clarifies such that an entity must apply modification accounting to changes in the
terms or conditions of a share-based payment award unless all of the following criteria are met: (1) the fair value
of the modified award is the same as the fair value of the original award immediately before the modification.
The ASU indicates that if the modification does not affect any of the inputs to the valuation technique used to
value the award, the entity 1s not required to estimate the value immediately before and after the modification;
(2) the vesting conditions of the modified award are the same as the vesting conditions of the original award
immediately before the modification; and (3) the classification of the modified award as an equity instrument or
a liability instrument is the same as the classification of the original award immediately before the modification.
The ASU is effective tor all entities for fiscal yvears beginning after December 15, 2018, including interim periods
within those years. Early adoption 15 permitied, including adoption in an mterim penod. The Company 1s
currently evaluating the impact that this standard will have on our consolidated financial statements and will
adopt this change when applicable to the Company.

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, (i1) are technical corrections, (iii) are not applicable to the Company, or (iv)
are not expected to have a material impact the Company’s financial statements.

NOTE 3 - INCOME TAX PROVISION

As discussed above, the Company is a C corporation for federal income tax purposes. The Company has incurred
tax losses since inception, however valuation allowances has been established against the deferred tax assets
associated with the carryforwards of those losses as historical profitability of the Company suggests the deferred
tax assets may not be able to be utilized.

Tax returns once filed which will remain subject to examination by the Internal Revenue Service under the statute
of limitations for a period of three years from the date it is filed.



NOTE 4 - SHARE CAPITAL
The Company has two classes of Commeon Stock, voting and non-voting.

Reg CF Securities Offering
During 2020, the Company issued non-voting Common Stock securities under an offering exempt from
registration under Regulation CF 