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

Acre Mezcal Holdings Corp.
11601 Wilshire Blvd. Suite 2480
Los Angeles, CA 90025
https://www.acremezcal.com/

Up to $1,069,991.30 in Common Stock at $9.94
Minimum Target Amount: $9,999.64

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: Acre Mezcal Holdings Corp.

Address: 11601 Wilshire Blvd. Suite 2480, Los Angeles, CA 90025
State of Incorporation: DE

Date Incorporated: November 24, 2020

Terms:

Equity

Offering Minimum: $9,999.64 | 1,006 shares of Common Stock
Offering Maximum: $1,069,991.30 | 107,645 shares of Common Stock
Type of Security Offered: Common Stock

Purchase Price of Security Offered: $9.94

Minimum Investment Amount (per investor): $248.50

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

Company Perks*

Volume-Based
£75,000+

10% bonus shares + Acre Mezcal branded mask, tote and copitas. 1 Acre Mezcal bottle
of your choice in a personally engraved box delivered to your door (if in US).
Participation in a virtual cocktail class with our partners “Las Mezgals”. Weekend trip
to Acre Baja resort to meet the mezcal team, enjoy Two free nights in an Acre Baja
Villa, explore the property and share our vision. Airfare not included. Plus 1 guest
allowed.

$50,000

5% bonus shares + Acre Mezcal branded mask, tote and copitas. 1 Acre Mezcal bottle of
your choice in a personally engraved box delivered to your door (if in US).

Participation in a virtual cocktail class with our partners “Las Mezgals”. Weekend trip
to Acre Baja resort to meet the mezcal team, enjoy Two free nights in an Acre Baja
Villa, explore the property and share our vision. Airfare not included. Plus 1 guest
allowed.

$25,000

5% bonus shares. Acre Mezcal branded mask, tote and copitas. 1 Acre Mezcal bottle of
your choice in a personally engraved box delivered to your door (if in US).
Participation in a virtual cocktail class with our partners “Las Mezgals”. Two free
nights in an Acre Baja Villa. Plus 1 guest allowed.



$15,000

3% bonus shares. Acre Mezcal branded mask, tote and copitas. 1 Acre Mezcal bottle of
your choice in a personally engraved box delivered to your door (if in US).
Participation in a virtual cocktail class with our partners “Las Mezgals”. Two free
nights in an Acre Baja Treehouse. Plus 1 guest allowed.

$10,000

Acre Mezcal branded mask, tote and copitas. 1 Acre Mezcal bottle of your choice
delivered to your door (if in US). Participation in a virtual cocktail class with our
partners “Las Mezgals”. Two free nights in an Acre Baja treehouse. Plus 1 guest
allowed.

$5,000

Acre Mezcal branded mask, tote and copitas. 1 Acre Mezcal bottle of your choice
delivered to your door (if in US). Two free nights in an Acre Baja treehouse. Plus 1
guest allowed.

$2,500

Acre Mezcal branded mask, tote and copitas. One free night in an Acre Baja treehouse.
Plus 1 guest allowed.

$1,000

Acre Mezcal branded mask and tote. One free night in an Acre Baja treehouse. Plus 1
guest allowed.

$500

Acre Mezcal branded mask and 25% off your next stay in an Acre Baja treehouse. Plus
1 guest allowed.

Time-Based
Friends and family 10% bonus shares for the first 3 days

5% bonus shares for all investors who contribute in the next 7 days

For All

All Investors Receive a 15% discount for life and exclusive access to special Acre
Mezcal promotions

Will also receive a personal letter from Acre Mezcal founders, Jordan, Stuart and
Cameron thanking investors for their participation.

Villa and Treehouse stay subject to availability and blackout dates (Dec 20 - Jan 3),
valid through December 20th, 2022,



*All perks occur when the offering is completed.

The 10% StartEngine Owners' Bonus

Acre Mezcal Holding Corp. will offer 10% additional bonus shares for all investments
that are committed by investors that are eligible for the StartEngine Crowdfunding
Inc. OWNer's bonus.

This means eligible StartEngine shareholders will receive a 10% bonus for any shares
they purchase in this offering. For example, if yvou buy 100 shares of common stock at
$9.94/ share, you will receive and own 110 shares for $994. Fractional shares will not
be distributed and share bonuses will be determined by rounding down to the nearest
whole share.

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 canceled 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

General Information

Acre Mezcal is a marketer and wholesaler of premium artisanal mezcal from the fields
of Oaxaca and Durango, Mexico. We have cultivated a brand that reflects the explorer
in each of us, eschewing boundaries, borders, and limits, driven by a deep curiosity
and an insatiable thirst for new experiences.

Today, we primarily self distribute our products in Los Angeles, CA and Los Cabos,
Mexico, though we have a signed contract for a new distributor partnership in Nevada.
Over the next two years, we plan on significantly expanding our national and
international footprint to key markets, such as Las Vegas, New York, and Miami, while
also expanding our marketing and sales teams with dedicated brand ambassadors. We
do not produce our products in-house but go through an independent third-party
supplier.

Our sales are split between on-premise (restaurants and bars), off-premise (retail and
grocery), and direct-to-consumer (via our online platform). All our USA sales have
been made through a single salesperson and we hope to add more with the fundraise.

Corporate History and Structure

Historically we have operated through two separate entities - Acre Mezcal LLC (USA)
and Acre Vida Destilados S. de R.L. de C.V. (MEX) which are now both owned by the



parent entity Acre Mezcal Holding Corp. The two original entities have no material
differences aside from what was necessary to set up our business and sell mezcal in
Mexico and the US, respectively.

The Company (Acre Mezcal Holding Corp) and its two subsidiaries are owned and
managed by the same three parties — Stuart McPherson, Cameron Watt and Jordan
Haddad. All funds by the subsidiaries are contributed to the Company after deducting
operating expenses and related costs. The US subsidiary and MEX subsidiary functions
as "one” and have overlapping expenses. For instance, The US subsidiary may buy
3,000 new empty bottles even though half of those bottles will wind up being used for
Mexican products, or the Mexican subsidiary may pay a third party in pesos to shoot
some advertising content in Cabo even though the primary use of that content will be
for the US operation.

Competitors and Industry

The premium mezcal landscape is highly fragmented with many medium and large
players. Our most significant competitors include Del Maguey, El Silencio, Ilegal, and
Casamigos. Name recognition is relatively low on all mezcal brands and none
dominate the market. There are natural barriers to entry due to the "denomination of
origin” rules around mezcal production and the limited supply of agave in Mexico.

Current Stage and Roadmap

For the past vear Acre Mezcal has been in a market testing phase. The product has
received a phenomenal reception in the marketplace as we have refined our packaging
and marketing message and ironed out our production and have entirely self-
distributed. As we emerge from a COVID environment, Acre Mezcal is poised to
expand into new markets with new distribution partners and emphasize to customers
our capabilities as a quality, sustainable, lifestyle brand.

Over the next two years we plan on significantly growing our national and
international footprint to key markets, such as Las Vegas, New York and Miami, while
also expanding our marketing and sales teams with dedicated brand ambassadors,
sponsorships, social media, merchandising and strong distribution partners.

The Team

Officers and Directors

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

* Position: CEO
Dates of Service: August 27, 2019 - Present
Responsibilities: Oversee all operations and strategic decisions regarding Acre



Mezcal. Key rolls include business development, sales, strategic partnerships,
logistics and operations, accounting and finance. No salary and no equity
compensation as of Dec. 2020, but after the completion of this fundraise will
take $50,000 salary

Other business experience in the past three years:

¢ Employer: Oaktree Capital
Title: Associate
Dates of Service: August 01, 2016 - August 01, 2018
Responsibilities: Evaluated potential high vyield bond and leveraged loan
investments in the primary and secondary markets across various credit
strategies containing more than $20bn of AUM

Name: Stuart McPherson

Stuart McPherson's current primary role is with Acre Baja. Stuart McPherson currently
services 10 hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

e Position: Director
Dates of Service: August 27, 2019 - Present
Responsibilities: Overseeing operations and business development in Los Cabos,
Mexico. No equity or cash compensation

Other business experience in the past three years:

o Emplover: Acre Baja
Title: Co-founder
Dates of Service: December 01, 2015 - Present
Responsibilities: Co-head of all operations at the Acre Baja Resort

Name: Cameron Watt

Cameron Watt's current primary role is with Acre Baja. Cameron Watt currently
services 10 hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

* Position: Director
Dates of Service: August 27, 2019 - Present
Responsibilities: Overseeing operations and business development opportunities
in Los Cabos, Mexico. No cash or equity compensation



Other business experience in the past three years:

e Employer: Acre Baja
Title: Co-founder
Dates of Service: December 01, 2015 - Present
Responsibilities: Overseeing all operations at the Acre Baja resort

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 common
equity 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
Any common equity 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
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 alcohol industry. However, that may never happen or it may
happen at a price that results in you losing money on this investment.

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. Issuing 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.

Terms of subsequent financings may adversely impact your investment

We will likely need to engage in common equity, debt, or preferred stock financings in
the future, which may reduce the value of your investment in the Common Stock.
Interest on debt securities could increase costs and negatively impact operating
results. Preferred stock 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 stock could be more advantageous to those investors than to the holders
of Common Stock. In addition, if we need to raise more equity capital from the sale of
Common Stock, institutional or other investors may negotiate terms that are likely to
be more favorable than the terms of your investment, and possibly a lower purchase
price per share.

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.

We are reliant on one main type of service
All of our current services are variants on one type of product, providing premium

artisanal mezcal. Our revenues are therefore dependent upon the market for such
drink.

Minority Holder; Securities with Voting Rights

The common equity that an investor is buying has voting rights attached to them.
However, you will be part of the minority shareholders of the Company and therefore
will have a limited ability to influence management's decisions on how to run the
business. 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.

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 vet 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

QOur 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

We will compete with larger, established companies who currently have products on
the market and/or various respective product development programs. They may have
much better financial means and marketing/sales and human resources than us. They
may succeed in developing and marketing competing equivalent products earlier than
us, or superior products than those developed by us. There can be no assurance that
competitors will render our technology or products obsolete or that the products
developed by us will be preferred to any existing or newly developed technologies. It
should further be assumed that competition will intensify.

Our trademarks, copyrights 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.

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.

International Business Risk

Our product is primarily imported to the United States from Mexico and is subject to
all of the import rules and regulations agreed upon by the two nations. These rules are
subject to change and are outside the control of the company.

COVID 19

COVID 19 has materially impacted our customer base, particularly on-premise
locations such as bars as restaurants. We do not yet know when our customers will no
longer be impacted by this virus.



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.

Stockholder Name|Number of Securities Owned |Type of Security Owned|Percentage
Jordan Haddad  |485,000 Commeon Stock 48.23
Stuart McPherson (242,500 Common Stock 24,12
Cameron Watt 242,500 Common Stock 24.12

The Company's Securities

The Company has authorized equity stock. As part of the Regulation Crowdfunding
raise, the Company will be offering up to 107,645 of Common Stock.

Common Stock

The amount of security authorized is 1,500,000 with a total of 1,005,563 outstanding.
Voting Rights

1 vote per share
Material Rights

There are no material rights associated with Common Stock.
What it means to be a minority holder

As a minority holder of Common Stock 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 vear, the securities can only be resold:
® [nan IPO;
e To the company;

® 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:

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:
Financial Statements

Our financial statements for the full year ending December 31 2020 and full year
ending December 31, 2019, can be found in an Exhibit to the Form C of which this



Offering Memorandum forms a part.

Financial Condition

The Company’s wholly-owned operating subsidiaries Acre Mezcal LLC and Acre Vida
Destilados S. de R.L. de C.V. generate revenue by selling artisanal mezcal and related
products and services in In the United States, Mexico, and around the world. Sales
between the United States and Mexico have historically represented nearly all of the
Company’s annual sales. The Company’s cost of sales includes raw material and
packaging costs incurred through the point that the Company’s product departs their
bottling facility in Durango, Mexico. Company sold products exclusively in Mexico in
2019 and did not begin US operations until January 2020,

Results of Operations
Full-year ended December 31, 2019, compared to full year ended December 31, 2020
Revenue

Revenue for the full vear 2020 was $113,581, a 91% increase compared to FY 2019
revenue of $59.637. 2020 results grew primarily due to entrance to the US market.
This strong performance was significantly offset in the Mexican market due to the
COVID 19 pandemic’s impact on sales in Los Cabos. Mexican operations for the
Company essentially halted from mid-March 2020 through early August 2020. US sales
are primarily composed of the Company’s Espadin and Cenizo expressions due to a
market shift to cocktail-friendly and less expensive products. We believe that the US
market, and particularly Los Angeles, is the most important for us to demonstrate
success with our products, so we spent the vast majority of our marketing and sales
efforts in Los Angeles in 2020. The Company also benefited from a one-time, non-
recurring $13,000 revenue event in 2019.

Cost of Sales

Cost of sales in 2020 was $46,209, an increase of approximately $35,000, from costs of
$11,236 in 2019. The increase was largely due to an artificially low cost of sales in
2019. The Company received a substantial one-time free inventory (bottles, labels
etc.) transfer from Acre Resort which was used in much of the Company’s 2019
product sales.

Gross Margins

2020 gross profit increased by $Filed over 2019 gross profit and gross margins as a
percentage of revenues decreased to ~68% in 2020 from ~82% in 2019. This decrease is
due to no Cost of Sales being incurred on the one-time, non-recurring $13,000
revenue event in 2019 and the substantial one-time free inventory transfer from Acre
Resort. The Company benefits from strong gross margins in the US and Mexico due to
its current self-distribution model, partially offset in 2020 by a higher mix of less-
expensive product sales.



Expenses

The Company’s expenses consist of, among other things, compensation and benefits,
marketing and sales expenses, fees for professional services, and distributor fees.
Expenses in 2020 increased to $113,354 from $28,000 in 2019. Approximately $35,000
of this payroll expense was due to the addition of our Hatched Creatives marketing
team as well as some temporary staff in Los Cabos. Sales and Marketing expenses
increased to $30,000 from $8,000 in 2019 following the Company’s entrance into the
American market.

Historical results and cash flows:

Our historical cash flows are reflective of our startup costs and self distribution model.
As the Company expands, we anticipate significantly higher revenues and somewhat
lower gross margins as the result of new distributor partnerships. Gross margin
declines will be partially offset by lower inventory costs as a result of scaling
operations. The Company anticipates sales and marketing expenses to increase
substantially along as proceeds are put to use.

Liquidity and Capital Resources

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

Since the inception of the Mexican subsidiary in 2018, it has been self-funded by the
three principal owners, Jordan Haddad, Stuart McPherson and Cameron Watt. In
addition, the US subsidiary, Acre Mezcal LLC, has received a revolving banknote from
CalPrivate bank for a maximum amount of $100,000. The Company, the parent of two
subsidiaries, is seeking to raise up to $1,070,000 from this offering. The Company
intends to use the proceeds to increase its sales and marketing efforts, hire additional
staff, purchase additional inventory and fund working capital. See “Use of Proceeds”
below. The Company believes that the funds from the private placement and this
offering will enable it to fund operations through mid-2022.

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 funds of the Company's StartEngine campaign are of critical importance to the

Company's ability to increase operational capacity. The principal owners still maintain
the ability and willingness to self-fund operations.

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?)



Funds from this campaign are not necessary for the viability of the Company. The
Company anticipates using exclusively the funds from this raise, but has the ability to
adjust if necessary.

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

The Company anticipates being able to operate for another year if the minimum is
raised. This is based on existing salaries, sales growth and marketing expenditures.

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

Company anticipates being able to operate for an additional 18 months if the
maximum funding goal is raised. The Company anticipates a more rapid cash burn
associated with additional funding and scaling operations.

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 available to our Company include raises from private equity,
additional working capital loans, and increased lines of credit.

Indebtedness

e Creditor: CalPrivate bank

Amount Owed: $83,217.00
Interest Rate: 5.25%
Maturity Date: October 31, 2021

Related Party Transactions
The Company has not conducted any related party transactions
Valuation

Pre-Money Valuation: $9,995,296.22
Valuation Details:

Valuation Disclaimer



The pre-money valuation has been calculated on a fully diluted basis. In making this
calculation, we have assumed:

(1) all preterred stock, if any, is converted to common stock;

(ii) all outstanding options, warrants, and other securities, if any, with a right to
acquire shares are exercised; and

(iii) any shares reserved for issuance under a stock plan, if any, are issued.

Valuation Basis

To date, Acre Mezcal has contributed significant effort and financial resources to the
success of this project. We believe the valuation of our company reflects the
investment we have put in, the award-winning reception of our products, the strength
of our business plan, and recent high transaction multiples in the craft spirits
industry.

Typically, valuations for craft spirits companies are based primarily on annual case
sales. Such examples most notably include Casamigos tequila for $700M - $1Bn
($4,117 per case and 170,000 cases) and High West Distillery for $160M ($2,285 per
case and 70,000 cases). These figures are provided by FORBES 2017 (High West
Distillery Buyout) and THE DRINKS BUSINESS (Casamigos Buyout).

In addition, in the last 10 months, Acre Mezcal has generated revenue of ~$100,000 in
a pandemic environment with only the CEO functioning as a part-time salesperson
and no distributor partnerships (Park Street Imports does not provide sales help). Our
new distributor Partnership with West Coast beverages in Nevada can reasonably
expect to increase our sales on an annual basis based on internal distributor
estimates. Acre Mezcal has plans to expand to additional states and countries via
distributor partnerships in subsequent vears and potentially hire additional sales
representatives.

Having considered all of the above, the leadership at Acre Mezcal believe a valuation
of ~$10,000,000 to be reasonable. The Company set its valuation internally, without a
formal-third party independent evaluation.

Use of Proceeds

If we raise the Target Offering Amount of $9,999.64 we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

o Marketing
96.5%
Marketing dollars will be put towards a combination of promotional events,
digital marketing and influencer/brand partnerships. Marketing efforts will



primarily be focused in Los Angeles and Los Cabos.

If we raise the over allotment amount of $1,069,991.30, we plan to use these proceeds
as follows:

e StartEngine Platform Fees
3.5%

o Marketing
55.0%
The 2021 marketing budget will be allocated in a way that continues to build
brand awareness and more brand engagements nationwide. The focus will be on
extending the brand’s market penetration through robust 360 campaigns that
leverage a combination of events/activations (digital/IRL), partnerships,
influencer marketing, paid media, owned media (content, social, email, website)
etc., while also continuing to strengthen Acre Mezcal’s brand identity to make it
a key player in the craft spirits market.

o Working Capital
15.0%
The cash cycle of a spirits business can often extend several months from the
time raw materials are purchased to the time the final customer eventually pays
for their product. As sales grow we anticipate our accounts receivable to increase
significantly and will use our funding to continue to fund new business as we
wait for cash to arrive.

o Company Emplovment
30.0%
$50,000 annual salary for the CEO. $40,000 annual salary for Hatched creatives
marketing team. $30,000 annual salary for PR efforts. In addition, we anticipate
hiring 2-3 additional salespeople in key areas at a total cost of ~$200,000

o (Operations
6.5%
Various accounting expenses, distributor fees, legal, miscellaneous.

¢ [nventory
10.0%
We plan on purchasing a significant amount of new mezcal product to get
started in new markets and provide inventory for new salespeople to move.
Additionally the company will make investments in new branded merchandise
and selling apparel.

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://www.acremezcal.com/ (https://www.acremezcal.com/annualreport).

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

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

(2) 1t 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/acre-
mezcal

Investing Process

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



EXHIBIT B TO FORM C

FINANCIAL STATEMENTS AND INDEPENDENT ACCOUNTANT'S REVIEW FOR Acre Mezcal
Holdings Corp.

[See attached]
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Belle Business Services

INDEPENDENT ACCOUNT'S REVIEW REPORT

Te Management
Acre Mezcal, LLC
Los Angeles, California

We have reviewed the accompanying financial statements of Acre Mezcal, LLC, which comprise the
balance sheets as of October 31, 2020 and December 31, 2019, and the related statements of income,
statements of equity and statements of cash flows for the periods 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 company management. A review is substantially less in scope than an audit,
the objective of which is the expression of an opinion regarding the financial statements taken as a whole.
Accordingly, we do not express such an opinion.

Management's Respomibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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 the financial statements that are free from material misstatement whether due to fraud or
error.

Accountant's Responsibility

Owr 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
AlICPA. 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 modification that should be made to the
accompanying financial statements in order for them to be in conformity with accounting principles
generally accepted in the United States of America.

Belle Beaimugs urea, e

Belle Business Services, LLC
Movember 11, 2020



CURRENT ASSETS
Cash and cash equivalents
Accounts receivable, net
Inventory

TOTAL CURRENT ASSETS
OTHER ASSETS

Intangible assets

TOTAL ASSETS

CURRENT LIABILITIES
Accounts payable

Accrued expenses
Line of credit

TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

MEMBERS" EQUITY

Contributions /([ Distributions)
Retained earnings

TOTAL MEMBERS EQUITY

TOTAL LIABILITIES AND MEMBERS® EQUITY

ACRE MEZCAL, LLC
BALANCE SHEETS
OCTOBER 31, 2020 AND DECEMBER 31, 2019

ASSETS
2020 2019
3 22,506 $ 15,842
57,521 23,359
65,948 68,948
145,975 108,149
9,996 10,562
9,996 10,562
< 155,971 $ 118711
LIABILITIES AND MEMBERS' EQUITY
$ 11,676 3 5,810
7,681 3,895
58,700 12,457
78,057 22,162
78,057 22,162
71,099 76,190
6,815 20,359
77,914 96,549
< 155,971 $ 118711

See independent accountant's review report and accompanying notes to financial statements.
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OCTOBER 31, 2020 AND DECEMBER 31, 2019

REVENUES
COST OF GOODS 50LD
GROSS PROFIT

OPERATING EXPENSES
Amortization expense
General and administrative
Payroll expense
Professional fees
Sales and marketing

TOTAL OPERATING EXPENSES

MNET OPERATING INCOME

NET INCOME (LOSS)

ACRE MEZCAL, LLC
STATEMENTS OF INCOME

2020 2019
$ 98,680 $ 59,637
32,404 11,236
66,276 48,401
1,806 266
14,504 7,503
29,070 .
B,697 12,347
25,743 7,926
79,820 28,042
(13,544) 20,359

$ (13,544) $ 20,359

See independent accountant's review report and accompanying notes to financial statements.
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ACRE MEZCAL, LLC
STATEMENTS OF CASH FLOWS
OCTORBER 31, 2020 AND DECEMBER 31, 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Met income (loss)
Adjustments to reconcile net income to net cash
provided by operating activities:
Ameortization expense
(Increase) decrease in assets:
Accounts receivable
Inventory
Increase in liabilities:
Accounts payable
Accrued expenses

CASH USED FOR OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Cash used for intangible assets

CASH USED FOR INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES

Line of credit

Contributions /(Distributions)

CASH PROVIDED BY FINANCING ACTIVITIES
MNET INCREASE IN CASH

CASH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

CASH PAID DURING THE YEAR FOR:

INTEREST

INCOME TAXES

2020 2019

$ (13,544) $ 20,359

1,806 266
(34,162) (23,359)
3,000 (68,948)
5,866 5,810
3,786 3,895
(33,248) (61,977)
(1,240) (10,828)
(1,240) (10,828)
46,243 12,457
(5,091) 76,190
41,152 88,647
6,664 15,842
15,842 .

$ 22,506 $ 15,842

$ 1,270 % 30

See independent accountant's review report and accompanying notes to financial statements.



ACRE MEZCAL, LLC
MOTES TO THE FINANCIAL STATEMENT

OCTOBER 31, 2020 AND DECEMBER 31, 2019

Summary of Significant Accounting Policies

The Company
Acre Mezcal, LLC (the “Company”) was incorporated in the State of Nevada on August 27, 2019.

The Company produces a luxury mezcal in small batches that uses the highest quality ingredients.
The Company has been awarded a Double Gold Medal and three Silver Medals at the 2020 San
Francisco World Spirits competition.

Fiscal Year
The Company operates on a December 31st year-end.

Basis of Presentation
The accompanying financial statements have been prepared in accordance with U.5. generally
accepted accounting principles (US GAAP).

Use of Estimates

The preparation of the financial statement in conformity with accounting principles generally
accepted in the United States of America requires the use of management’s estimates. These
estimates are subjective in nature and involve judgments that affect the reported amounts of assets
and liabilities, the disclosures of contingent assets and liabilities at fiscal year-end. Actual results
could differ from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid financial instruments purchased with maturities of three
months or less to be cash equivalents. As of October 31, 2020 and December 31, 2019, the
Company held no cash equivalents.

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.

The Coronavirus Disease of 2019 ([COVID-19) has recently affected global markets, supply chains,
employees of companies, and our communities. Specific to the Company, COVID-19 may impact
various parts of its 2020 operations and financial results including shelter in place orders, material
supply chain interruption, economic hardships affecting funding for the Company’s manufacturing,
and effects the Company's workforce. Management believes the Company is taking appropriate
actions to mitigate the negative impact. However, the full impact of COVID-19 in unknown and
cannot be reasonably estimated as of October 31, 2020 and December 31, 2019.

See independent accountant’s review report.
.



ACRE MEZCAL, LLC
MOTES TO THE FINANCIAL STATEMENT

OCTOBER 31, 2020 AND DECEMBER 31, 2019

Summary of Significant Accounting Policies (continued)
Accounts Receivable

The Company's frade receivables are recorded when billed and represent claims against third
parties that will be settled in cash. The carrying valve of the Company’s receivables, net of the
allowance for doubtful accounts, represents their estimated net realizable value.

The Company evaluates the collectability of accounts receivable on a customer-by-customer basis.
The Company records a reserve for bad debts against amounts duve to reduce the net recognized
receivable to an amount the Company believes will be reasonably collected. The reserve is a
discretionary amount determined from the analysis of the aging of the accounts receivables,
historical experience and knowledge of specific customers. As of October 31, 2020, and
December 31, 2019, the Company recorded an allowance for doubtful accounts in the amounts of
$68 and nil, respectively.

Inventory

Inventories are stated ot the lower of standard cost (which approximates cost determined on a
first-in, first-out basis) or market. At October 31, 2020 and December 31, 2019, the balance of
inventory related to finished goods was $36,147 and $43,695 and the balance of inventory
related to raw materials was $29,801 and 25,253, respectively.

Intangible Assets

The Company has recorded intangible assets at cost. The intangible assets consist of trademarks
aond development costs. Intangible assets are amortized over their useful lives ranging from 5-15
years. Amortization expense for the period ending October 31, 2020, and December 31, 2019,
was $1,806 and $266, respectively.

Income Taxes
The Company is taxed as a partnership for federal income tax purposes. Therefore, the

Company's earnings are included on the members’ personal income tax returns and taxed
depending on their personal tax situations. Accordingly, no provision has been made for Federal
income taxes.

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 @ tax return. For those benefits to be recognized, a tax position
must be more-likely-than-not to be sustoined upon examination by taxing authorities. FASE 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 finoncial statements. The Company believes that its income tax positions would be
sustained on audit and does not anficipate any adjustments that would result in a material
change to its financial pesition.

The Company is subject to franchise and income tax filing requirements in the States of Nevada
and California.

See independent accountant’s review report.
-8 -
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ACRE MEZCAL, LLC
MOTES TO THE FINANCIAL STATEMENT

OCTOBER 31, 2020 AND DECEMBER 31, 2019

Summary of Significant Accounting Policies (continued)

Fair Value of Financial Instruments

Fair value is defined as the exchange price that would be received for an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants as of the measurement date.
Applicable accounting guidance provides an established hierarchy for inputs used in measuring
fair value that maximizes the use of cbservable inputs and minimizes the use of uncbservable
inputs by requiring that the most observable inputs be used when available. Observable inputs
are inputs that market participants would use in valving the asset or liability and are developed
based on market data obtained from sources independent of the Company. Uncbservable inputs
are inputs that reflect the Company's assumptions about the factors that market participants would
use in valving the asset or liability. There are three levels of inputs that may be used to measure
fair value:

Level 1 - Observable inputs that reflect quoted prices (unadjusted) for identical
assets or liabilities in active markets.

Level 2 - Include other inputs that are directly or indirectly observable in the
marketplace.
Level 3 - Unobservable inputs which are supported by little or no market activity.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value.

Fair-value estimates discussed herein are based vpon certain market assumptions and pertinent
information available to management as of Inception. Fair values were assumed to approximate
carrying valves because of their short term in nature or they are payable on demand.

Concentrations of Credit Risk

From time to time cash balances, held ot @ major financial institution may exceed federally insured
limits of $250,000. Management believes that the financial institution is financially sound and the
risk of loss is low.

Revenue Recognition

The Company recognizes revenuve when persuasive evidence of an arrangement exists, delivery
has occurred or services have been rendered, the fee for the arrangement is fixed or
determinable and collectability is reasonably assured. As of October 31, 2020, ond December
31, 2019 the Company hod recognized sales of $98,680 and $59,637, respediively.

Advertising Expenses

The Company expenses advertising costs as they are incurred.

Organizational Costs
In accordance with FASE ASC 720, organizational costs, including accounting fees, legal fee, and
costs of incorporation, are expensed as incurred.

See independent accountant’s review report.
-3
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ACRE MEZCAL, LLC
MNOTES TO THE FINANCIAL STATEMENT
OCTOBER 31, 2020 AND DECEMBER 31, 2019

Summary of Significant Accounting Policies (continued)

New Accounting Pronouncements

In May 201 4, the Financial Accounting Standards Board ("FASB") issued Accounting Standards
Update ("ASU") No. 2014-09, "Revenue from Contracts with Customers". Under this guidance,
revenue is recognized when promised goods or services are transferred to customers in an
amount that reflects the consideration expected to be received for those goods or services. The
vpdated standard will replace most existing revenue recognition guidance under U.5. GAAP
when it becomes effective and permits the use of either the retrospective or cumulative effect
transition method. Early adoption is not permitted. The updated standard for nonpublic entities
will be effective after December 15, 2019, and interim periods within annual periods beginning
after December 15, 2020. The Company is currently evoluating the effect that the updated
standard will have on the financial statements and related disclosures.

Comlinieste sudi Cont .

The Company is not currently involved with and does not know of any pending or threatening
litigation against the Company or its members.

Line of Credit

The Company has a $100,000 line of credit with @ commercial bank. The line of credit bears
5.25% interest. The line is personally guaranteed by a majority shareholder of the Company.
Minimum monthly payments on the line are interest only. As of October 31, 2020, and December
31, 2019, the Company had $58,700 and $12,457, respectively, outstanding on the line of

credit.

Subsequent Events

The Company has evalvated subsequent events through Movember 11, 2020, the date through

which the financial statement was available to be issuved. It has been determined that no events
require additional disdosure.

See independent accountant’s review report.
- 10 =
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Belle Business Services

INDEPENDENT ACCOUNTANT'S REVIEW REPORT

To the Board of Directors

Acre Mezcal Holding Corp.
Los Angeles, California

We have reviewed the accompanying financial statements of Acre Mezcal Holding Corp., which comprise
the balance sheet as of December 31, 2020, and the related statement of income, statement of equity and
statement of cash flows for the year 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 company management. A review is substantially less in scope than an audit, the objective of
which is the expression of an opinion regarding the financial statements taken as a whole. Accordingly, we
do not express such an opinion.

Management's Respomsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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 the financial statements that are free from material misstatement whether due to fraud or
error.

Accountant's Responsibility

Owr 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
AlICPA. 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 modification that should be made to the
accompanying financial statements in order for them to be in conformity with accounting principles
generally accepted in the United States of America.

Belle Beainugs urea, e

Belle Business Services, LLC
March 19, 2021



ACRE MEZCAL HOLDING CORP.
BALAMNCE SHEET
DECEMEBER 31, 2020

(vnavudited)
ASSETS
CURRENT ASSETS
Cash and cash equivalents L1 27,594
Accounts receivable, net 20,140
Inventory 61,315
TOTAL CURRENT ASSETS 139,049
OTHER ASSETS
Intangible assets 9,901
2,901
TOTAL ASSETS $ 148,950
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payable 1 13,532
Accrued expenses 8,716
Line of credit 83,217
TOTAL CURREMT LIABILITIES 105,465
TOTAL LIABILITIES 105,465
SHAREHOLDERS' EQUITY
Common stock, see note 4 101
Additional paid-in capital 70,377
Accumulated deficit (26,993)
TOTAL SHAREHOLDERS' EQUITY 43 485
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 1 148,950

see independent accountant's review report and accompanying notes to financial statements.
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ACRE MEZCAL HOLDING CORP.
STATEMENT OF INCOME
DECEMBER 31, 2020

(unaudited)

REVENUES $ 113,581
COST OF GOODS SOLD 46,209
GROSS PROFIT 67,372
OPERATING EXPENSES

Amortization expense 2,167

General and administrative 38,403

Payroll expense 28,596

Professional fees 18,082

Sales and marketing 26,106
TOTAL OPERATING EXPENSES 113,354
MNET OPERATING INCOME (45,982)
OTHER INCOME/(EXPENSES)

Interest expenses (1,370)
TOTAL OTHER INCOME/(EXPENSES) (1,370)
MNET LOSS $  (47,352)

See independent accountant's review report and accompanying notes to financial statements.
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ACRE MEZCAL HOLDING CORP.
STATEMENT OF CASH FLOWS
DECEMBER 31, 2020
(vnaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

MNet loss
Adjustments to reconcile net income to net cash
provided by operating activities:
Amortization expense
(Increase) decrease in assets:

Accounts receivable
Inventory

Increase in liabilities:
Accounts payable
Accrued expenses

CASH USED FOR OPERATING ACTIVITIES

CAS5H FLOWS FROM INVESTING ACTIVITIES

Cash used for intangible assets

CASH USED FOR INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES

Draws on line of credit

Distributions to members

CASH PROVIDED BY FINANCING ACTIVITIES
NET INCREASE IN CASH

CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

CASH PAID DURING THE YEAR FOR:

INTEREST

INCOME TAXES

$ (47,352)

iplﬁ?

(26,781)
7,633

7,722
4,821

(51,790)

(1,506)

(1,506)

70,760
(5,712)

65,048

11,752

15,842

$§ 27,594

$ 1,370

$ .

See independent accountant's review report and accompanying notes to financial statements.
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ACRE MEZCAL HOLDING CORP.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2020
{unaudited)

The Company
Acre Mezcal Holding Corp. (“the Company”), was incorporated in the State of Delaware on

December 9, 2020. Upon incorporation, the Company purchased both Acre Mezcal, LLC and Acre
Vida Destilados, 5. de C.V. The Company produces a luxury mezcal in small batches that uses the
highest quality ingredients. The Company has been awarded a Double Gold Medal and three
Silver Medals at the 2020 San Francisco Weorld Spirits competition.

Fiscal Year
The Company operates on a December 315t year-end.

Basis of Presentation
The accompanying financial statements have been prepared in accordance with LS. generally
accepted accounting principles (US GAAP).

Use of Eshimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires the use of management’s estimates. These
estimates are subjective in nature and involve judgments that affect the reported amounts of assets
and liabilities, the disclosures of contingent assets and liabilities at fiscal year-end. Actual results
could differ from those estimates.

Cash and Cash Equivalents
The Company considers all highly liquid financial instruments purchased with maturities of three
months or less to be cash equivalents. As of December 31, 2020, the Company held no cash

equivalents.

Risks and Uncertfainties

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.

The Coronavirus Disease of 2019 (COVID-19) has recently affected global markets, supply chains,
employees of companies, and our communities. Specific to the Company, COVID-19 may impact
various parts of its 2021 operations and financial results including shelter in place orders, material
supply chain interruption, economic hardships affecting funding for the Company’s manufacturing,
and effects the Company’s workforce. Management believes the Company is taking appropriate
actions to mitigate the negative impact. However, the full impact of COVID-19 is unknown and
cannot be reasonably estimated as of December 31, 2020.

Accounts Receivable

The Company's irade receivables are recorded when billed and represent claims against third
parties that will be settled in cash. The carrying value of the Company's receivables, net of the
allowance for doubtful accounts, represents their estimated net realizable value.

The Company evaluates the collectability of accounts receivable on a customer-by-customer basis.
The Company records a reserve for bad debts ogainst amounts due to reduce the net recognized
receivable to an amount the Company believes will be reasonably collected. The reserve is a
discretionary amount determined from the analysis of the aging of the accounts receivables,

See independent accountant’s review report.
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Accounts Receivable (contfinued)

historical experience and knowledge of specific customers. As of December 31, 2020, the
Company recorded an allowance for doubtful accounts in the amounts of $68.

Inventory

Inventories are stated ot the lower of standard cost (which approximates cost determined on o
first-in, first-out basis) or market. At December 31, 2020, the balance of inventory related to
finished goods was $35,325 and the balance of inventory related to raw materials was $25,990.

Intangible Assets

The Company has recorded intangible assets at cost. The intangible assets consist of trademarks
and development costs. Intangible assets are amortized over their useful lives ranging from 5-15
years. Amortization expense for the year ending December 31, 2020, was $2,167.

Income Taxes

The Company complies with FASE ASC 740 for occounting 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. FASE 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 finoncial statements. The Company believes that its income tax positions would be
sustained on oudit and does not anticipate any adjustments that would result in o material change
to its financial position.

Effective December ¥, 2020, the Company is subject to tax filing requirements as a corporation in
the federal jurisdiction of the United States. The Company sustained net operating losses during
fiscal year 2020. Net operating losses will be carried forward to reduce taxable income in future
years. Due to management's uncertainty as to the timing and valuation of any benefits associated
with the net operating loss carryforwards, the Company has elected to recognize an allowance to
account for them in the financial statements but has fully reserved it. Under current law, net
operating losses may be carried forward indefinitely.

The Company is subject to franchise and income tax filing requirements in the State of California
and the country of Mexico.

Fair Value of Financial Instruments

Fair value is defined as the exchange price that would be received for an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participanis as of the measurement date.
Applicable accounting guidance provides an established hierarchy for inputs used in measuring
fair valve that maximizes the use of observable inputs and minimizes the uvse of unobservable
inputs by requiring that the most observable inputs be used when available. Observable inputs
are inputs that market participants would use in valving the asset or liability and are developed
based on market data obtained from sources independent of the Compony. Unobservable inputs
are inputs that reflect the Company's assumptions about the factors that market participants would

See independent accountant’s review report.
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Fair Value of Financial Instruments (continuved)
use in valuing the asset or liability. There are three levels of inputs that may be used to measure
fair value:

Level 1 - Observable inputs that reflect quoted prices (unadjusted) for identical
assets or liabilities in active markets.

Level 2 - Include other inputs that are directly or indirectly observable in the
marketplace.

Level 3 - Unobservable inputs which are supported by little or no market activity.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value.

Fair-value estimates discussed herein are based upon certain market assumptions and pertinent
information available to management as of Inception. Fair values were assumed to approximate
carrying values because of their short term in nature or they are payable on demand.

Concentrations of Credit Risk
From time to time cash balances, held ot @ major financial institution may exceed federally insured

limits of $250,000. Management believes that the financial institution is financially sound and the
risk of loss is low.

Revenue Recognition
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. The Company generates revenues by selling mezcal
they have distilled. The Company’s payments are generally collected net thirty. For year ending
December 31, 2020, the Company recognized $113,581 in revenue.

Adverfising Expenses
The Company expenses advertising costs as they are incurred.

Organizational Costs
In accordance with FASE ASC 720, organizational costs, including accounting fees, legal fee, and
costs of formation are expensed as incurred.

New Accounting Pronouncements

From time to time, new accounting pronouncements are issued by the Financial Accounting
Standards Board, or FASB, or other standard setting bodies and adopted by the Company as of
the specified effective date. Unless otherwise discussed, the Company believes that the impact of
recently issuved standards that are not yet effective will not have a material impact on its financial
position or results of operations upon adoption.

In November 2015, the FASBE issued ASU (Accounting Standards Update) 2015-17, Balance Sheet
Classification of Deferred Taxes, or ASU 2015-17. The guidance requires that all deferred tax
assets and liabilities, along with any related valvation allowance, be classified as noncurrent on
the balance sheet. For all entities other than public business entities, the guidonce becomes

See independent accountant’s review report.
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New Accounting Pronouncements {continued)

effective for financial statements issued for annual periods beginning after December 15, 2017,
and interim periods within annual periods beginning aofter December 15, 2018. Early adoption is
permitted for all entities as of the beginning of an interim or annual reporting period. The
adoption of ASU 2015-17 had no material impact on the Company’s financial statements and
related disclosures.

In November 2016, the FASB issued ASU 2016-18, Stotement of Cash Flows (Topic 230), Restricted
Cash, or ASU 20146-18. The amendments of ASU 2016-18 were issved to address the diversity in
classification and presentation of changes in restricted cash and restricted cash equivalents on the
statement of cash flows which is currently not addressed under Topic 230. ASU 2016-18 would
require an entity to include amounts generally described as restricted cash and restricted cash
equivalents with cash and cash equivalents when reconciling the beginning of period and end of
period total omounts on the statement of cash flows. This guidance is effective for annual reporting
periods, and interim periods within those years, beginning after December 15, 2018 for
non-public entities. Early adoption is permitted, and the standard must be applied retrospectively.
The adoption of ASU 2016-18 had no material impact on the Company’s financial statements and
related disclosures.

In February 2016, the FASB issved ASU 2016-02, Leases (Topic 842), or ASU 2016-02, which
supersedes the guidance in ASC B40, Leases. The new standard requires lessees to apply a dual
approach, classifying leases as either finance or operating leases based on the principle of
whether or not the lease is effectively a financed purchase by the lessee. This classification will
determine whether lease expense is recognized based on an effective interest method or on a
straight-line basis over the term of the lease. A lessee is also required to record a right-of-use
asset and a lease liability for all leases with a term of greater than 12 months regardless of their
classification. Leases with o term of 12 months or less will be accounted for similar to existing
guidance for operating leases today. This guidance is effective for annual reporting periods
beginning after December 15, 2019 for non-public entities. The adoption of ASU 2016-02 had no
material impact on the Company's financial statements and related disclosures.

In March 2016, the FASB issued ASU 2016-09, Improvements to Employee Share-based Payment
Accounting, or ASU 2016-0%9. ASU 2016-09 simplifies several aspects of the accounting for
share-based payment transactions, including the income tax consequences, classification of awards
as either equity or liabilities, and classification on the statement of cash flows. Some of the areas
of simplification apply only to non-public companies. This guidance was effective on December 31,
2016 for public entities. For entities other than public business entities, the amendments are
effective for annual periods beginning after December 15, 2017, and interim periods within
annval periods beginning ofter December 15, 2018. Early adoption is permitted for an entity in
any interim or annual period for which financial statements have not been issued or made
available for issuance. An entity that elects early adoption must adopt all amendments in the same
period. The adoption of ASU 2014-09 had no material impact on the Company’s financial
statements and related disclosures.

In May 2017, the FASB issued ASU 2017-09, Compensation—>Stock Compensation (Topic 718):
Scope of Modification Accounting, or ASU 2017-09, which carifies when to account for a change
to the terms or conditions of a share-based payment award as o modification. Under the new
guidance, modification accounting is required only if the fair value, the vesting conditions, or the

See independent accountant’s review report.
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New Accounting Pronouncements (continued)

dassification of the award (as equity or liability) changes as a result of the change in terms or
conditions. This guidance is effective for annual reporting perieds, ond interim periods within those
years, beginning after December 15, 2017, for both public entities and non-public entities. Early
adoption is permitted. The adoption of ASU 2017-09 had no material impact on the Company’s
financial statements and related disclosures.

Commitments and Contingencies

The Company is not currently involved with and does not know of any pending or threatening
litigation against the Company or its shareholders.

Line of Credit

The Company has a $100,000 line of credit with o commercial bank. The line of credit bears
5.25% interest. The line is personally guaranteed by a majority shareholder of the Company.
Minimum monthly payments on the line are interest only. As of December 31, 2020, the Company
had $83,217 outstanding on the line of credit.

Equity

Commeon Stock

Under the articles of incorporation, the total number of common shares of stock that the
Corporation shall have outhority to issuve is 1,500,000 shares, at $0.0001 par valve per share. As
of December 31, 2020, 1,005,563 shares have been issued and are outstanding.

Subsequent Events

The Company is currently raising funds through a Reg CF listing on StartEngine. The Company will
issue up to 107,000 shares of common stock at a price of $10 per share. The Company has
currently raised approximately $270,000.

In conjunction with the Reg CF raise on StartEngine, the Company ha