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

Organic Craft Brewing
1430 Vantage Court Suite 101
VISTA, CA 92081
https://www.localrootskombucha.com/

Up to $1,069,999.72 in Class B Common Stock at $2.63
Minimum Target Amount: $9,999.26

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: Organic Craft Brewing

Address: 1430 Vantage Court Suite 101, VISTA, CA 92081
State of Incorporation: CA

Date Incorporated: January 10, 2017

Terms:

Equity

Offering Minimum: $9,999.26 | 3,802 shares of Class B Common Stock
Offering Maximum: $1,069,999.72 | 406,844 shares of Class B Common Stock
Type of Security Offered: Class B Common Stock

Purchase Price of Security Offered: $2.63

Minimum Investment Amount (per investor): $247.22

Tier 1: $250

e 1 Local Roots Hat or Beanie or T-Shirt
e 1 Local Roots Sticker
¢ 1 Ownership Certificate

Tier 2: $500

1 Local Roots Hat or Beanie

1 Local Roots Sticker

1 Local Roots T-Shirt

1 Exclusive Local Roots Pint Glass

Founding Roots Club lifetime membership status & Ownership Certificate

Tier 3: $1000

e 2 Local Roots Hats or Beanies

2 Local Roots Sticker

2 Local Roots T-Shirts

2 Exclusive Local Roots Pint Glasses

15% off Online Orders for 1 year

Founding Roots Club lifetime membership status & Ownership Certificate

Tier 4: $5000

* 2 Local Roots Hats or Beanies
¢ 2 Local Roots Stickers

¢ 2 Local Roots T-Shirts

e 2 Exclusive Local Roots Pint Glasses
e 2 Exclusive Local Roots Locals Mugs
e 15% off Online Orders for 1 year



Founding Roots Club lifetime membership status & Ownership Certificate

Tier 5: $10,000

2 Local Roots Hats or Beanies

2 Local Roots Stickers

2 Local Roots T-Shirts

2 Exclusive Local Roots Pint Glasses

2 Exclusive Local Roots Locals Mugs

1 Exclusive Local Roots Custom Jacket

5% Bonus Shares

20% off Online Orders for 1 year

Founding Roots Club lifetime membership status & Ownership Certificate:

Tier 6: $25,000

2 Local Roots Hats or Beanies

2 Local Roots Stickers

2 Local Roots T-Shirts

2 Exclusive Local Roots Pint Glasses
2 Exclusive Local Roots Mugs

2 Exclusive Local Roots Custom Jackets
10% Bonus Shares

20% off Online Orders for LIFE

Help Create Our Next Flavor! Come for a behind the scenes tour of our
production facility while working with our R&D team to create a new and
exclusive flavor. Work with the team to fine-tune the flavors, create a tasting
panel, and help finalize a new flavor in the market.

Founding Roots Club lifetime membership status & Ownership Certificate

Tier 7: $50,000

2 Local Roots Hats or Beanies

2 Local Roots Stickers

2 Local Roots T-Shirts

2 Exclusive Local Roots Pint Glasses

2 Exclusive Local Roots Locals Mugs

2 Exclusive Local Roots Custom Jackets

20% off Online Orders for LIFE

15% Bonus Shares

The Local Founder Experience: Enjoy a 2 night, 3 day stay for 4 at our favorite
Resort here in Carlsbad, CA, each with your choice of a round of golf or a day at
the spa. Trip will also include an all-access tour of our production facility and
tasting room, with a full R&D sampling panel and access to some exclusive
special releases.

Founding Roots Club lifetime membership status & Ownership Certificate

The 10% StartEngine Owners’ Bonus




Local Roots Kombucha 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 you buy 100 shares of stock at $2.63 per
share, you will receive and own 110 shares for $263. 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 Shares bonus, which will be the highest
bonus rate they are eligible for.

*All perks occur when the offering is completed.

The Company and its Business

Company Overview

Local Roots was created as a better-for-you alcohol that gives back. As co-founders
and cousins, we both reinvented our diets due to our own health scares. Through our
journey for cleaner eating, we sought something similar when it came to our alcohol.
We incorporated in January 10th, 2017 and then acquired a DBA for the name of Local
Roots Kombucha on February 24th, 2017.

Competitors and Industry

While craft beer has over 8,000 breweries in the country, we're one of the first Hard
Kombucha breweries in an industry we believe is poised to capitalize on the
impending Seltzer Fatigue. The biggest competitors include Boochcraft, Juneshine,
and Flying Embers. As the scrappiest team in the bunch, we've managed to grow from
the 5th to the 2nd fastest growing hard kombucha brand in the Southwest since the
beginning of COVID. With a post-COVID life pending, we're priming for a year of truly
activating our marketing team and are looking to captialize on this as the world re-
opens.

Current Stage and Roadmap
Current Stage

We have a core lineup of 5 flavors, each available in both 160z singles as well as 120z
6-packs. We just opened our new 7,000 sq.ft. tasting room patio for people to enjoy
on-premise tastings as well as to-go of all flavors, as well as special and limited
releases.



Future Roadmap

Buidling on the success of our core lineup with almost every natrual retailer in our
network, we're in the process of launching a Seltzer-fighting, 95 calorie line. This will
start as a mix-pack 6-pack of 3 of our most popular tap room flavors, with room to
offer more if needed. It drinks like a full-flavored craft kombucha, with the low-calorie
drinkability of hard seltzer. Beyond this, we're launching a can-for-a-cause in Q3,
where a portion of proceeds go to a larger cause with our partner 5 Gyres.

The Team

Officers and Directors

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

e Position: President
Dates of Service: January 10, 2017 - Present
Responsibilities: Joe is one or two of the cousins and Co-Founders and leads the
business planning, investor relations, people/HR, and is currently compensated
with an annual salary of $89,000/year

e Position: Officer
Dates of Service: January 10, 2017 - Present
Responsibilities: Officer

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

e Position: CEO
Dates of Service: January 10, 2017 - Present
Responsibilities: Ryan is one or two of the cousins and Co-Founders and leads
the production, R&D, tap room growth, and Distribution Expansion, and is
currently compensated with an annual salary of $89,000/year

e Position: Director

Dates of Service: January 10, 2017 - Present
Responsibilities: Board Director

Name: Albert Man



Albert Man's current primary role is with Eolas Therapeutics. Albert Man currently
services 4 hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

o Position: Director
Dates of Service: October 01, 2020 - Present
Responsibilities: Board Director. Albert is an investor, advisor, & is not
compensated for his role.

Other business experience in the past three years:

e Employer: Eolas Therapeutics
Title: CEO
Dates of Service: January 01, 2012 - Present
Responsibilities: Founder and CEO

Other business experience in the past three years:

e Employer: UC San Diego
Title: Men's Lacrosse Coach
Dates of Service: October 01, 1996 - Present
Responsibilities: Coach & mentor

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 Class B
Common 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
overpaying for your investment.

The transferability of the Securities you are buying is limited

Any Class B Common 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 yvour 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 alcoholic beverage industry, However, that may never happen
or it may happen at a price that results in vou 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.

Minority Holder; Securities with No Voting Rights

The Class B Common Stock that an investor is buying has no voting rights attached to
them. This means that you will have no rights in dictating on how the Company will
be run. You are trusting in management discretion in making good business decisions
that will grow yvour 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
uncommeon for material changes to be made to the offering terms, or to companies’
businesses, plans or prospects, sometimes on short notice. When such changes
happen during the course of an offering, we must file an 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.

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

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

We face significant market competition

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.

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

Organic Craft Brewing was formed on January 10, 2017. Accordingly, the Company has
a limited history upon which an evaluation of its performance and future prospects
can be made. Our current and proposed operations are subject to all business risks
associated with new enterprises. These include likely fluctuations in operating results
as the Company reacts to developments in its market, managing its growth and the
entry of competitors into the market. We will only be able to pay dividends on any
shares once our directors determine that we are financially able to do so. Organic
Craft Brewing has incurred a net loss and has had limited revenues generated since
inception. There is no assurance that we will be profitable in the next 3 years or
generate sufficient revenues to pay dividends to the holders of the shares.

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-vear 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 your
investment.

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

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



affected.

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

The distribution and sale of beer has historically been subject to a continuously
changing-tax regime.

Historically, there has been significant variation in the taxation of beer sales. As
recently as December 2017, the "Tax Cuts and Jobs Act” was passed by Congress which
provided,. among other things, a temporary reduction in federal excise taxes on beer
to $3.50 per gallon for the first 60,000 barrels for domestic brewers producing fewer
than 2 million barrels annually. Further, individual states also impose excise taxes on
alcoholic beverages in varying amounts. In the future, the excise tax rate could be
increased by either the federal or state governments. Future increases in excise taxes
on alcoholic beverages could have a material adverse effect on our business and
financial condition.

We are dependent upon certain key personnel.

We are dependent upon the services of a skilled business management team as well as
a technical research and development team. The Joss of the services of any of Joseph
Carmichael or Ryan White within a short period of time could have a material adverse
effect on the Company's business and could impair our ability to complete the rollout
of our products and services. The Company's future success is also dependent upon its
ability to attract and retain additional key employees, and if the Company cannot do
s0, then its business operations, financial condition, and results from operations may
be adversely affected. The Company can make no assurance that such key personnel
will remain in its employ or that it will be able to attract and retain key personnel in
the future.

Regulatory requirements are cumbersome and expensive.

Each state in the United States has stringent government regulations controlling the
alcohol market in those respective states. We may be required to obtain permits,
licenses, or obtain approval from-and to pay fees, taxes, or duties to-a variety of state
governmental agencies. These regulatory requirements can be costly and may hinder
our ability to market our products and operate efficiently.

Pandemic Risk
The spread of COV]D-19 poses a risk to our investment timetables, our production and



distribution cycles, and possibly our employees involved in the execution of our
business plans. It is possible the virus may spread on one of our vendors facilities, and
we may face lawsuits in relation COVID-19 issues. Additionally, we may face
increased costs from continual heightened sanitation efforts. COVID-19 is a public
and political crisis, and unknown disruptions may occur. The production of our brands
is not a business that can be conducted by operating remotely or through video
conference, and Center for Disease Control or state mandates may force us to alter
operations.

We will need to build and retain our personnel infrastructure at all levels.

We plan on continuing to grow rapidly, which will require the addition of new
personnel throughout the Company. As we expand our production operations, sales
and marketing efforts, and research and development activities, we will need to hire
and retain skilled and semi-skilled employees. In a market where such qualified
employees are in high demand, the inability to hire needed emplovees on a timely
basis and/or the inability to retain those that we do hire could have a material adverse
effect on our ability to meet the schedules of our business plan.



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
Ryan White 5,000,000 Common Stock 51.02

The Company's Securities

The Company has authorized Common Stock, Series Seed, SAFE, and Class B Common
Stock . As part of the Regulation Crowdfunding raise, the Company will be offering up
to 406,844 of Class B Common Stock .

Common Stock

The amount of security authorized is 28,000,000 with a total of 13,228,635
outstanding.

Voting Rights

Each share of Class A Common Stock shall entitle the holder thereof to one (1) vote on
all matters submitted to a vote of the shareholders of the Company.

Material Rights

Liquidation Preference: In the event of any liquidation, dissolution, or winding up of
the Corporation, either voluntary or involuntary, subject to the rights of series of
Preferred Stock which may from time to time come into existence, the holders of
Series Seed Preferred Stock shall be entitled to receive, prior and in preference to any
distribution of any of the assets or surplus funds of the Corporation to the holders of
Common Stock by reason of their ownership thereof, an amount per share equal to the
greater of (i) one times the Original Issue Price, plus any declared but unpaid
dividends on such share. If upon the occurrence of such event, the assets and funds
thus distributed among the holders of the Series Seed Preferred Stock shall be
insufficient to permit the payment to such holders of the full aforesaid preferential
amounts, then, subject to the rights of series of Preferred Stock which may from time
to time come into existence, the entire assets and funds of the Corporation legally
available for distribution shall be distributed ratably among the holders of the Series
Seed Preferred Stock in proportion to the amount of such stock owned by each such
holder. The "Original Issue Price” for the Series Seed Preferred Stock shall mean $0.50
per share, subject to appropriate adjustment in the event of any stock dividend, stock
split, combination or other similar recapitalization with respect to the applicable
series of Series Seed Preferred Stock.

Series Seed



The amount of security authorized is 5,000,000 with a total of 2,887,659 outstanding.
Voting Rights

Voting Rights. The holder of each share of Series Seed Preferred Stock shall have the
right to one (1) vote for each share of Common Stock into which such Series Seed
Preferred Stock could then be converted (with any fractional share determined on an
aggregate conversion basis being rounded to the nearest whole share), and with
respect to such vote, such holder shall have full voting rights and powers equal to the
voting rights and powers of the holders of Common Stock and shall be entitled,
notwithstanding any provision hereof, to notice of any shareholders’ meeting in
accordance with the Bylaws of the Corporation, and shall be entitled to vote, together
as a single class with holders of Common Stock, with respect to any question upon
which holders of Common Stock have the right to vote.

Material Rights

Conversion Rights: Each share of Series Seed Preferred Stock shall automatically be
converted into shares of Common Stock at the applicable Conversion Price in effect at
such time upon either: (A) the consummation of the sale of the Corporation’s
Common Stock in an underwritten public offering pursuant to a registration
statement under the Securities Act of 1933, as amended (the “Securities Act™) or (B)
the approval by vote or written consent of the holders of at least a majority of the then
outstanding shares of Series Seed Preferred Stock.

Liquidation Preference: In the event of any liquidation, dissolution, or winding up of
the Corporation, either voluntary or involuntary, subject to the rights of series of
Preferred Stock which may from time to time come into existence, the holders of
Series Seed Preferred Stock shall be entitled to receive, prior and in preference to any
distribution of any of the assets or surplus funds of the Corporation to the holders of
Commeon Stock by reason of their ownership thereof, an amount per share equal to the
greater of (i) one times the Original Issue Price, plus any declared but unpaid
dividends on such share. If upon the occurrence of such event, the assets and funds
thus distributed among the holders of the Series Seed Preferred Stock shall be
insufficient to permit the payment to such holders of the full aforesaid preferential
amounts, then, subject to the rights of series of Preferred Stock which may from time
to time come into existence, the entire assets and funds of the Corporation legally
available for distribution shall be distributed ratably among the holders of the Series
Seed Preferred Stock in proportion to the amount of such stock owned by each such
holder. The “Original Issue Price” for the Series Seed Preferred Stock shall mean $0.50
per share, subject to appropriate adjustment in the event of any stock dividend, stock

split, combination or other similar recapitalization with respect to the applicable
series of Series Seed Preferred Stock.

SAFE

The security will convert into Series a and the terms of the SAFE are outlined below:



Amount outstanding: $851,000.00
Maturity Date: August 30, 2021

Interest Rate: 6.0%

Discount Rate: 25.0%

Valuation Cap: $14,000,000.00
Conversion Trigger: Preferred equity raise

Material Rights
There are no material rights associated with SAFE.
Class B Common Stock
The amount of security authorized is 2,000,000 with a total of 0 outstanding.
Voting Rights
There are no voting rights associated with Class B Common Stock .
Material Rights

There are no material rights associated with Class B Common Stock .

What it means to be a minority holder

As a minority holder of non-voting Class B 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. The Class B
Common Stock sold in this offering does not have voting rights, unless required by
applicable law.

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:

e [nanIPO;

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:

¢ Name: Preferred Stock
Type of security sold: Equity
Final amount sold: $1,257,182.00
Number of Securities Sold: 2,887,658
Use of proceeds: Initial brewery purchase, launch-to-market, capacity
expansion, and distribution expansion to all of CA.
Date: August 19, 2020
Offering exemption relied upon: Rule 504 of Regulation D of The Securities Act
of 1933

e Type of security sold: SAFE
Final amount sold: $851,000.00
Use of proceeds: Expansion into NV and AZ. New Tap Room(s) initial build out,
permitting, and opening. Working capital in preparation for post-COVID
opening (securing long-term can solution, economies of scale for other
packaging and cost of goods). Authorized up to $3M in total SAFE financing.
Date: December 01, 2020
Offering exemption relied upon: 506(b)

e Name: Common Stock
Type of security sold: Equity
Final amount sold: $175,817.50
Number of Securities Sold: 353,635
Use of proceeds: Part of initial Series Seed raise - SAFE conversion discounts and
interest acquired were converted into Preferred stock.
Date: August 19, 2020



Offering exemption relied upon: Rule 504 of Regulation D of The Securities Act
of 1933

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:

In 2019, we launced our Hard Kombucha line, with both tasting room and retail sales,
maxxing out production capability in 3 months at about $80k/mo (based on approx
50/50 split of tasting room / retail sales) in August revenues. Given the demand and
the booming new better-for-you category, we went on the fundraising trail to expand
production capability. Given the demand and speed of growth of the first two entrants
into the space (JuneShine and Boochcraft), we pounced on an opportunity to purchase
a facility 40x our capacity, just around the corner, to immediately be able to turn on
capacity and focus on growth. We closed on a deal to move in December 2019, and
with the combination of angels and an SBA loan, we purchased the production assets,
upgraded the facility to suppor our proprietary brew process, and began expanding the
sales and marketing teams for expansion.

REVENUE

2020 Revenues grew to $1.793M up from $565k, up 217% due to increased retail
distribution expansion from San Diego to all of California. Additionally, we launched
online, direct-to-consumer shipping to mitigate revenues lost in our tap rooms. We
have only just began sales in Northern California, Arizona, and Nevada, and are in
discussions with additional retailers and distributors about further expansion. As our
sales team continues to open new doors, we continue to increase our points of
distribution, increase our marketing and brand awareness, it is our opinion that
revenue growth should continue to increase for years to come.

COST OF GOODS / GROSS MARGINS

Our Cost of Goods increased from $1.24M in 2020 from $176K in 2019 for a variety of



reasons. With COVID shutdowns, we had to pivot to a majority fully-packaged
products (canned/boxed) for retail growth as our kegged and on-site Tasting/Tap
Room consumption went to essentially zero with the closure of restaurants and bars,
While we operated in two locations (new, larger brewery and smaller, original
brewery) due to overlap in rent, our product cost of goods was reduced until we ended
our lease at the first brewery on December 1, 2020. With packaged product increases
as well as reduction in on-premise sales, our gross margins were reduced from 70-90%
on average, to ~30-50%. This is already seeing a rebound in 2021 due to restaurants
and bars re-opening as well as our new tap room. The production facility is still
utilized below 30%, with runway to grow into. In our opinion, as we increase sales, and
thus production, we can potentially achieve up to 90% gross margins as the facility
reaches 100% utilization.

EXPSENSES

Expenses of $2.3M for 2020, up from $742k in 2019 were largely impacted by both
building and updating a new brewery and tap room as well as expanding sales and
marketing teams to support new distribution. Now with a facility capable of $25M in
annual production, we have minimal CapEx needed to fully utilize this facility until we
reach that level. We will see continued investment in sales and marketing teams this
year as we expand our 'liquid-to-lips’ demos, tastings, and events where people can try
and buy our product, as well as our digital ad spend for further awareness on all
necessary platforms. Given our current team and expenses, less marketing growth, we
believe we will become operationally cash-flow positive at around $250k/mo. With
this investment round, we plan to continue investing in marketing and sales support
to drive brand awareness, trial, and love to hopefully continue driving top-line
revenue and subsequent margin growth moving forward.

Historical results and cash flows:

We are of the opinion that revenue growth should continue to accelerate with
expanded marketing, distribution, and overal macro-trends in 2021 and beyond.

Cash flow losses are expected to largely shrink with capacity and CapEx investment
now largely behind us for the foreseeable 24 months or so. R&D is also very low.
Continued invesment in sales and marketing will be necessary for continuing
momentum of retail expansion. Losses will be kept within reach of turning down
marketing spend should the market or growth hit anv obstacles.

Liquidity and Capital Resources

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

The company currently has roughly $300k cash on hand, with a business manager line
of credit with Fresno First Bank of up to $650k.



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?)

We believe we are approaching a breakeven point within our current operations. The
funds from this campaign are intended mainly for marketing and sales related to
attempted expansion. The funds from this raise are not critical to the survival of the
Company.

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?)

These funds are not neccesary to the viability of the company. None of the current
funds are made up of funds raised from the crowdfunding campaign.

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

Once we achieve break-even, we will be able to operate indefinitely without further
fundraising. The success of this raise will just impact the ability to invest in marketing
and sales expansion. Current burn rate until we achieve breakeven is around $75k/mo.

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

With a successful raise, we're looking at this to support at least 18mo of operations.
Depending on market dynamics, there may or may not be a need for future raises.

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

Not at this time.

Indebtedness

e Creditor: SBA
Amount Owed: $2,000,000.00
Interest Rate: 9.0%
Maturity Date: July 13, 2030

e Creditor: SBA PPP



Amount Owed: $217,935.00
Interest Rate: 1.0%
Maturity Date: April 19, 2022

e Creditor: SBA EIDL
Amount Owed: $150,000.00
Interest Rate: 5.75%
Maturity Date: June 30, 2050

Related Party Transactions

The Company has not conducted any related party transactions
Valuation

Pre-Money Valuation: $42,385,853.22

Valuation Details:

The pre-money valuation has been calculated on a fully diluted basis. In making this
calculation, we have assumed: (i) all preferred stock is converted to common stock;
(ii) all outstanding options, warrants, and other securities with a right to acquire
shares are exercised; and (iii) any shares reserved for issuance under a stock plan are
issued. The Company set its valuation internally, without a formal-third party
independent evaluation.

The Company achieved trailing 12-month gross revenue of $2.2M through March
2021. The Company has applied a 20x revenue multiple to determine its valuation.
Using this 20x multiple the Company has determined its valuation is $42.4M.

While this is much lower than Saucy Brew Works and Islands Brands who both used
~50x multiples to determine their pre-money valuations in relation to their securities
offerings, we believe a 20x revenue multiple better aligns with our intended market
category. This is much lower than Saucy Brew Works and Islands Brands who both
used ~50x multiples for their valuations. We are a brand who has seen what we believe
to be is solid growth over the first two years in a much newer category than the
previously mentioned brands' categories.

Use of Proceeds

If we raise the Target Offering Amount of $9,999.26 we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

e Marketing



70.0%

Launching field marketing program in all markets for events, demos, and
everything liquid-to-lips. Investing in taking social and digital to the next level -
starting with investment in content creation. Additional sales support,
distributor incentives, and alike to bolster marketing initiatives throughout.

o Working Capital
20.0%
Raw materials increase as production ramps up. With also help with achieving
economies of scale earlier with cans, juices, and other materials needed.

o Research & Development
6.5%
Investigating additional equipment upgrades and necessary to improve
productivity, quality, and overall improve margins.

If we raise the over allotment amount of $1,069,999.72, we plan to use these proceeds
as follows:

e StartEngine Platform Fees
5.5%

o Marketing
65.0%
Launching field marketing program in all markets for events, demos, and
everything liquid-to-lips. Investing in taking social and digital to the next level -
starting with investment in content creation. Additional sales support,
distributor incentives, and alike to bolster marketing initiatives throughout.

e Tap Rooms - Marketing & Revenue Streams
12.0%
Start build on next 2 tap rooms in strategic markets. These are relatively low-
capital (ideally turn-key) locations that act primarily as a marketing arm for the

brand in new locations, ie. hosting events, parties, and overall support in
imposing local brand feel. Also, after 1-2 months open, these turn cash-positive
and are very high-margin profit centers to help re-invest in growth.

e Working Capital
15.0%
Raw materials increase as production ramps up. With also help with achieving
economies of scale earlier with cans, juices, and other materials needed.

o Research & Development

4.5%
Investigating additional equipment upgrades and necessary to improve
productivity, quality, and overall improve margins.

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.localrootskombucha.com/ (New page being created).

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/local-
roots-kombucha

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 Organic Craft
Brewing

[See attached]
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INDEPENDENT ACCOUNTANT'S REVIEW REPORT

To the Board of Directors of
Organic Craft Brewing
Vista, California

We have reviewed the accompanying financial statements of Organic Craft Brewing (the “"Company,”), which
comprise the balance sheet as of December 31, 2020 and December 31, 2019, and the related statement of
operations, statement of shareholders’ equity (deficit), and cash flows for the year ending December 31, 2020
and December 31, 2019, and the related notes to the financial statements. A review includes primarily applying
analytical procedures to management's financial data and making inquiries of company management. A review
Is substantially less in scope than an audit, the objective of which is the expression of an opinion regarding the
financial statements as a whole. Accordingly, we do not express such an opinion.

Management's Responsibility for the Financial Statements

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

Accountant’'s Responsibility

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

Accountant’s Conclusion

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

Going Concern

As discussed in Note 13, certain conditions indicate that the Company may be unable to continue as a going
concern. The accompanying financial statements do not include any adjustments that might be necessary
should the Company be unable to continue as a going concarn.

%@'hﬂrpart F%

April 1, 2021
Los Angeles, California




Organic Craft Brewing
BALANCE SHEET

(UNAUDITED)

As of December 31, 2020 2019
(USD 5 in Daollars)
ASSETS
Current Assets:
Cash & cash equivalents 5 325,115 83,026
Accounts receivable—net 54,073 42,312
Inventories 211,064 2,315
SAFE receivable - 50,000
Prepaids and other current assets 28,366 -
Total current assets 618,619 177,653
Property and equipment, net 1,480,033 450,876
Security deposits 53,204 45,204
Total assets 5 2,151,855 673,732
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable 5 278,833 12,366
Credit Card 83,967 29,724
Deferred revenue - -
Other current liabilities 64,415 20,306
Current portion of promissory notes - 169,898
Current portion of loans 131,348 -
Total current liabilities 558,563 292,295
Long term loans 2,116,273 -
Promissory notes - -
Issuance of Future Equity Obligations (SAFEs) 226,000 409,829
Total liabilities 2,900,836 702,124
STOCKHOLDERS EQUITY
Common Stock 130,646 69,500
Preferred Stock- Series Seed 1,318,786 349,000
Additional Paid In Capital - -
Retained earnings/{Accumulated Deficit) (2,198,412) (446,892)
Total stockholders’ equity (748,980) (28,392)
Total liabilities and stockholders' equity 5 2,151,855 & 673,732

See accompanying notes to financial statements.



Organic Craft Brewing
STATEMENTS OF OPERATIONS

(UNAUDITED)

For Fiscal Year Ended December 31,

(USD 5 in Dollars)
Net revenue
Cost of goods sold
Gross profit

Operating expenses
General and administrative
Sales and marketing
Total operating expenses

Operating income/(loss)

Interest expense

Other Income/(Loss)

Income/(Loss) before provision for income taxes
Provision/{Benefit) for income taxes

Net income/{Net Loss)

See accompanying notes to financial statements.

2020 2019
1,793,488 S 565,376
1,239,530 176,978

553,958 388,398
1,254,235 665,144
1,074,860 77,529
2,329,095 742,673

(1,775,137) (354,274)

(138,785) (10,749)

163,185 -

(1,750,737) (365,024)

783 3,688
(1,751,520) % (368,712)




ORrGANIC CRAFT BREWING
STATEMENTS OF CHANGES IN STOCKHOLDERS” EQUITY

(UNAUDITED)

Retaingd earnings

Cammon Stocks Preferred Stock (A wmalate Tatal Sharahaldors’
{ir , SLIS) Shares Hmaiant Shares A Defigit) Equity
Balancs—Detamber 31, 2018 10,000,000 5 &0, 500 - - & (TE180) 5 |8.680)
Equety cantribution - -
Hsuance of preferred stock 1,210,598 349,000 349,000
Met income o) (368,712} | 368, 712}
Balance—December 31, 2019 10,000,000 5 &0, 500 1,210,698 % 349,000 ] [445.852) % (2B, 5092)
Issuance of comman stock 353 615 L0000 S00000
kssuance of praferred stock in raturm for cash 1,220,000 SR0,000 580,000
Issuance af preferred stock in return for s=rvce 0,000 20,000 20,000
Comvarsion of SAFEs into prefarred stack 436,960 409,829 409,829
Equity issuance costs associated with preferred stock financing (a0,044| (40,044}
Sharebased compersation expense 11,146 11,145
Wat incame)|lsss) {1,751,530} (1,751, 520)
Balance=December 31, 2020 10,353,635 5 130,646 1,857 658 3 1,318,785 5 198412 T4R 980

See occompanping rates to finoncol statements.



ORrGANIC CRAFT BREWING
STATEMENTS OF CasH FLows

(UNAUDITED)

For Fiscal Year Ended December 31, 2020 2019

[USD % in Dollars)
CASH FLOW FROM OPERATING ACTIVITIES

Met income/{lass) 5 1,751,520} (368,712)
Adjustments to reconcile net income to net cash provided,{used) by operating activities:
Depreciation of property 98,894 31,0594
Amaortization of debt issuance costs 2,573 -
SAFE appreciation - 5,621
Share based compensation - consultants 20,000
SBA& Tia) loan debt forgievness [B3,411)
share based compensation - options 11,146
Changes in operating assets and liabilities:
Accounts receivable (11,761} (42,312)
Inventory [208,749) 523
Prepaid expenses and other current assets (28,366) -
Security Deposit {8,000) (25,000)
Accounts payable and accrued expenses 2B6,467 12,366
Credit Cards (5,757) 77,565
Other current liabilities 44,109 20,306
Net cash provided/({used) by operating activities (1,634,375) (284,549)
CASH FLOW FROM INVESTING ACTIVITIES
Purchases of property and eguiprment 11,128,051} (414,691)
Met cash provided/(used) in investing activities (1,128,051) (414,691)
CASH FLOW FROM FINANCING ACTIVITIES
Borrowing on loans 2,373,835
Fayment of debt issuance costs for loan borrowings [B5,377) .
Borrowing on promissory notes - 213,980
Repayment of promissory notes (169,838) (89,082)
Issuance of SAFEs 276,000 200,000
Issuance of common stock 50,000 -
Issuance of preferred stock, net of issuance costs 530,957 349,000
Met cash providedf{used) by financing activities 3,004,516 773,898
Change in cash 242,090 74,658
Cash—beginning of year 23,026 4,367
Cash—end of year & 325,115 83,026
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest 5 B,043 (20,370
Cash paid during the year for income taxes 5 - -
OTHER NOMNCASH INVESTING AMD FINANCING ACTIVITIES AND SUPPLEMENTAL DISCLOSURES
Purchase of property and eguipment not yet pald for 5 .
SAFE Receivable & SAFE 5 - 50,000
Conversion of SAFE 5 409,829

See accompanying notes to financial statements.



ORrRGANIC CRAFT BREWING
MNOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31I 2020 AND DECEMBER 31, 2019

1. NATURE OF OPERATIONS

Organic Craft Brewing was founded on January 10, 2017 in the state of California. The financial statements of Organic
Craft Brewing, dba Local Roots Kombucha (which may be referred to as the "Company”, “we”, "us”, or “our”) are
prepared in accordance with accounting principles generally accepted in the United States of America ("U.5. GAAP").
The Company’'s headquarters are located in Vista, California.

Organic Craft Brewing, dba Local Roots Kombucha brews authentic, craft kombucha packed with probiotics and organic
ingredients. This results in a cleaner alcohol,

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accounting and reporting policies of the Company conform to accounting principles generally accepted in the United
States of America ("US GAAP"). The Company has adopted the calendar year as its basis of reporting.

Use of Estimates

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

Cash and Cash Equivalents

Cash and cash equivalents include all cash in banks. The Company’s cash is deposited in demand accounts at financial
institutions that management believes are creditworthy. The Company’s cash and cash equivalents in bank depaosit
accounts, at times, may exceed federally insured limits. As of December 31, 2020 and December 31, 2019, the
Company's cash and cash equivalents do not exceeded FDIC insured limits.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are recorded at net realizable value or the amount that the Company expects to collect on gross
customer trade receivables. We estimate losses on receivables based on known troubled accounts and historical
experience of losses incurred. Receivables are considered impaired and written-off when it is probable that all
contractual payments due will not be collected in accordance with the terms of the agreement. As of December 31,
2020 and 2019, the Company determined that no reserve was necessary.

Inventories

Inventories are valued at the lower of cost and net realizable value. Costs related to raw materials, packaging,
ingredients and finished goods which are determined using an average method.



ORrRGANIC CRAFT BREWING
MNOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31I 2020 AND DECEMBER 31, 2019

Property and Equipment

Property and equipment are stated at cost. Normal repairs and maintenance costs are charged to earnings as incurred
and additions and major improvements are capitalized. The cost of assets retired or otherwise disposed of and the
related depreciation are eliminated from the accounts in the period of disposal and the resulting gain or loss is credited
or charged to earnings.

Depreciation is computed over the estimated useful lives of the related asset type or term of the operating lease using
the straight-line method for financial statement purposes. The estimated service lives for property and equipment is as
follows:

Category Useful Life
Equipment 5-7 years
Vehicles 5-7 years
Leasehold improvements Lesser of 15 years or lease term

Impairment of Long-lived Assets

Long-lived assets, such as property and equipment and identifiable intangibles with finite useful lives, are periodically
evaluated for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. We look for indicators of a trigger event for asset impairment and pay special attention to any
adverse change in the extent or manner in which the asset is being used or in its physical condition. Assets are grouped
and evaluated for impairment at the lowest level of which there are identifiable cash flows, which is generally at a
location level. Assets are reviewed using factors including, but not limited to, our future operating plans and projected
cash flows. The determination of whether impairment has occurred is based on an estimate of undiscounted future cash
flows directly related to the assets, compared to the carrying value of the assets. If the sum of the undiscounted future
cash flows of the assets does not exceed the carrying value of the assets, full or partial impairment may exist. If the asset
carrying amount exceeds its fair value, an impairment charge is recognized in the amount by which the carrying amount
exceeds the fair value of the asset. Fair value is determined using an income approach, which requires discounting the
estimated future cash flows associated with the asset.

Income Taxes

The Company is a C corporation for income tax purposes. The Company accounts for income taxes under the lability
method, and deferred tax assets and liabilities are recognized for the future tax conseguences attributable to differences
between the financial statement carrying values of existing assets and liabilities and their respective tax bases. Deferred
tax assets and liabilities are measured using enacted tax rates in effect for the year in which those temporary differences
are expected to be recovered or settled. A valuation allowance is provided on deferred tax assets if it is determined that
it is more likely than not that the deferred tax asset will not be realized. The Company records interest, net of any
applicable related income tax benefit, on potential income tax contingencies as a component of income tax expense,
The Company records tax positions taken or expected to be taken in a tax return based upon the amount that is more
likely than not to be realized or paid, including in connection with the resolution of any related appeals or other legal
processes, Accordingly, the Company recognizes liabilities for certain unrecognized tax benefits based on the amounts
that are more likely than not to be settled with the relevant taxing authority. The Company recognizes interest and/or
penalties related to unrecognized tax benefits as a component of income tax expense.

Concentration of Credit Risk



ORrRGANIC CRAFT BREWING
MNOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31I 2020 AND DECEMBER 31, 2019

The Company maintains its cash with a major financial institution located in the United States of America which it
believes to be creditworthy. Balances are insured by the Federal Deposit Insurance Corporation up to $250,000. At
times, the Company may maintain balances in excess of the federally insured limits.

Revenue Recognition

The Company recognizes revenues in accordance with FASB ASC 806, Revenue From Contracts with Customers, when
delivery of goods as delivery is the sole performance obligation in its contracts with customers. The Company typically
collects payment upon sale and recognizes the revenue when the item has shipped and has fulfilled their sole
performance obligation.

Income is principally comprised of revenues earned by the Company as part of the sale of its kombucha product.

Cost of sales

Costs of goods sold include the raw materials, cost of labor, distribution services, excise tax, freight in, ingredients
packaging and supplies & overhead allocated to production.

Advertising and Promotion

Advertising and promotional costs are expensed as incurred. Advertising and promotional expense for the years ended
December 31, 2020 and December 31, 2019 amounted to 5412,874 and 545,671, which is included in sales and
marketing expense.

Research and Development Costs

Costs incurred in the research and development of the Company’s products are expensed as incurred.

Stock-Based Compensation

The Company accounts for stock-based compensation to both employee and non-employees in accordance with ASC
718, Compensation - Stock Compensation. Under the fair value recognition provisions of ASC 718, stock-based
compensation cost is measured at the grant date based on the fair value of the award and is recognized as expense
ratably over the requisite service period, which is generally the option vesting period. The Company uses the Black-
Scholes option pricing model to determine the fair value of stock options.

Deferred Offering Costs

The Company complies with the requirements of FASE ASC 340-10-599-1 with regards to offering costs. Prior to the
completion of an offering, offering costs are capitalized. The deferred offering costs are charged to stockholders’ equity
upon the completion of an offering or to expense if the offering is not completed.

Fair Value of Financial Instruments

The carrying value of the Company’s financial instruments included in current assets and current liabilities (such as cash
and cash eguivalents, restricted cash and cash equivalents, accounts receivable, accounts payable and accrued expenses
approximate fair value due to the short-term nature of such instruments).

-8 -



ORrGANIC CRAFT BREWING
MNOTES TO FINANCIAL STATEMENTS

For YEAR ENDED TO DECEMBER 31, 2020 AND Decemeer 31, 2019

The inputs used to measure fair value are based on a hierarchy that prioritizes observable and unobservable inputs used
in valuation techniques. These levels, in order of highest to lowest priority, are described below:

Level 1—CQuoted prices (unadjusted) in active markets that are accessible at the measurement date for identical assets
or liabilities.

Level 2—0Observable prices that are based on inputs not quoted on active markets but corroborated by market data.

Level 3—Unobservable inputs reflecting the Company’s assumptions, consistent with reasonably available assumptions
made by other market participants. These valuations require significant judgment.

Subseguent Events

The Company considers events or transactions that occur after the balance sheet date, but prior to the issuance of the
financial statements to provide additional evidence relative to certain estimates or to identify matters that require
additional disclosure. Subsequent events have been evaluated through April 1, 2021, which is the date the financial
statements were issued.

Recently Issued and Adopted Accounting Pronouncements

In February 2019, FASB issued ASU No. 2019-02, Leases, that requires organizations that lease assets, referred to as
"lessees”, to recognize on the balance sheet the assets and liabilities for the rights and obligations created by those
leases with lease terms of more than 12 months. ASU 2019-02 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 guantitative requirements. The new standard for nonpublic entities will be effective for fiscal
years beginning after December 15, 2020, and interim periods within fiscal years beginning after December 15, 2021,
and early application is permitted. We are currently evaluating the effect that the updated standard will have on the
financial statements and related disclosures,

In June 2019, FASB amended ASU No. 2019-07, Compensation — S5tock Compensation, to expand the scope of Topic 718,
Compensation — Stock Compensation, to include share-based payment transactions for acquiring goods and services
from nonemployees. The new standard for nonpublic entities will be effective for fiscal years beginning after December
15, 20189, and interim periods within fiscal years beginning after December 15, 2020, and early application is permitted.
The standard implementation did not have a material impact.

In August 2019, amendments to existing accounting guidance were issued through Accounting Standards Update 2019-
15 to clarify the accounting for implementation costs for cloud computing arrangements. The amendments specify that
existing guidance for capitalizing implementation costs incurred to develop or obtain internal-use software also applies
to implementation costs incurred in a hosting arrangement that is a service contract. The guidance is effective for fiscal
years beginning after December 15, 2020, and interim periods within fiscal years beginning after December 15, 2021,
and early application is permitted. The standard implementation did not have a material impact.

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 (i) provide
supplemental guidance, (ii) are technical corrections, (iii) are not applicable to us or (iv) are not expected to have a
significant impact on our financial statements.
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MNOTES TO FINANCIAL STATEMENTS

For YEAR ENDED TO DECEMBER 31, 2020 AND Decemeer 31, 2019

3. INVENTORY

Inventory consists of the following items:

As of Year Ended December 31, 2020 2019
Raw inventories 5 136,950 5 2,315
Work in progress inventories 43,739 -
Finished inventories 30,374 -
Total Inventories S 211,064 S 2,315

4. DETAILS OF CERTAIN ASSETS AND LIABILITIES

Account receivables consist primarily of trade receivables, accounts payable consist primarily of trade payables.
Prepaids and other current assets consist of the following items:

As of Year Ended December 31, 2020 2019
Prepaid insurance 28,366 -
Total Prepaids Expenses and other Current Assts S 28,366 5 -

Other current liabilities consist of the following items:

As of Year Ended December 31, 2020 2019
Accrued taxes 5 27,648 5§ 20,306
Accrued interest 17,382 -
Unearned revenue 2,931 -
Accrued payroll 9,406

Accrued expenses 7,049 .
Total Other Current Liabilities S 64,415 5 20,306

5. PROPERTY AND EQUIPMENT

As of December 31, 2020 and December 31, 2019, property and equipment consists of:

As of Year Ended December 31, 2020 2019
Equipment 5 1,470,973 5 475,886
Vehicles 2,500 2,500
Leasehold improvements 195,261

Property and Equipment, at Cost 1,668,734 478,386
Accumulated depreciation (188,701) 127,510)
Property and Equipment, Net 5 1,480,033 s 450,876

- 10 -
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Depreciation expense for property and equipment for the fiscal year ended December 31, 2020 and 2019 was in the
amount of 598,894 and 531,094 respectively.

6. CAPITALIZATION AND EQUITY TRANSACTIONS
Common Stock

The Company is authorized to issue 40,000,000 shares of common shares no par value, As of Decemnber 31, 2020, and
December 31, 2019, 10,000,000 common shares and 10,353,635 common shares have been issued and are outstanding,

respectively,
Preferred Stock

The Company is authorized to issue 22,500,000 shares of preferred shares with no par value. As of December 31, 2020,
and December 31, 2019, 1,210,698 preferred shares and 2,887,658 preferred shares have been issued and are
outstanding, respectively.

SAFEs Conversion

During the year, the Company converted 5409,829 of SAFEs into 426,960 preferred shares.

7. SHAREBASED COMPENSATION

During 2020, the Company authorized the Stock Compensation Plan (which may be referred to as the “Plan”). The
Company reserved 1,000,000 shares of its Common Stock pursuant to the Plan, which provides for the grant of shares
of stock options, stock appreciation rights, and stock awards (performance shares) to employees, non-employee
directors, and non-employee consultants. The option exercise price generally may not be less than the underlying
stock's fair market value at the date of the grant and generally have a term of four years. The amounts granted each
calendar year to an employee or nonemployee is limited depending on the type of award. As of December 31, 2020,
the Company had 1,000,000 shares of common stock available for future issuance of awards under the 2020 Plan.

Total share-based compensation expense recognized in the consolidated statements of operations was as follows:

As of Year Ended December 31, 2020 2019

Cost of goods sold 5 - % .
Selling, marketing, and administrative 11,146 -
Total share-based compensation 5 11,146 5§ -

Stock Options

The Company granted stock options. The stock options were valued using the Black-5choles pricing model with a range
of inputs indicated below:

-11 -
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As of Year Ended December 31, 2019 2020

Expected life (years) - 10.00
Risk-free interest rate 0.00% 2.91%
Expected volatility 0% 75%
Annual dividend yield 0% 0%

The weighted average fair value per share of stock option granted during fiscal years 2020 and 2019 was 50.13 and 50,
respectively.

The risk-free interest rate assumption for options granted is based upon observed interest rates on the United States
government securities appropriate for the expected term of the Company’s employee stock options.

The expected term of employee stock options is calculated using the simplified method which takes into consideration
the contractual life and vesting terms of the options.

The Company determined the expected volatility assumption for options granted using the historical volatility of
comparable public company's common stock. The Company will continue to monitor peer companies and other relevant
factors used to measure expected volatility for future stock option grants, until such time that the Company's commaon
stock has enough market history to use historical volatility.

The dividend yield assumption for options granted is based on the Company's history and expectation of dividend
payouts. The Company has never declared or paid any cash dividends on its commaon stock, and the Company does not
anticipate paying any cash dividends in the foreseeable future.

Management estimated the fair value of common stock based on recent sales to third parties. Forfeitures are recognized
as incurred,

A summary of the Company’s stock options activity and related information is as follows:

Weighted Average  Weighted Average Contract
Number of Awards Exercise Term

Qutstanding at December 31, 2018 -
Granted -
Execised -
Expired/Cancelled -
Qutstanding at December 31, 2019 =
Exercisable Options at December 31, 2019 -
Granted 174,500
Execised -
Expired/Cancelled - -
Outstanding at December 31, 2020 174,500 S 0.36 9.95
Exercisable Options at December 31, 2020 107,000 S 0.34 9.71

0.36
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¥

The unrecognized compensation expense calculated under the fair value method as of December 31, 2020 and
December 31, 2019 was approximately 511,103 and 50, respectively.

8. DEBT

-12 -
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During the years presented, the Company has entered into various loans, The details of the Company’s loans are as
follows:

For the ¥ear Ended December 2020

Principal Interist Accrued Mon-Curnent Tatal

Giebrt Instrement Name Amaunt Inferest Rate Borrowing Periad Babarity Date Expense Interisst  Cwrrint Partian Portian lindebtedness

PEP Loan & 217535 1003 Fiscal Year 2020 AA9 208 5 2178 & T 5 . 5 117,935 & 217935
=EA EDIL Loan H 150,000 3.75% Rscal Year 2020 E/30/2050 % 5,625 & LEIS & 4386 5 145,514 § 149,300
S8 Tiw) Lewan 50 20000 0% Fiscal Year 2020 TR0 5 BLORE & F0EE 5 i¥dan 5 LEddann & 4936588
Tastal Dhabe g TEETE & TEETT 5 137,576 5 1,166,849 5 2, 504 834
Lisis Dl hisuancs Cavte ] |56,R04]
MNet Debt % LMTEIL

PPP Loan is subject to forgiveness. The Company is in the process of obtaining the forgiveness and has not received it
as of the financial statement date. If the loan forgiveness is received, the Company will recognize a debt forgiveness
gain and remove liability from its balance sheet,

The summary of the future maturities is as follows:

As of Year Ended December 31, 2020

2021 5 137,576
2022 S 347,016
2023 5 164,350
2024 5 179,298
2025 5 195,648
Thereafter 1,280,536
Total $ 2,304,424

Promissory Notes

During fiscal years 2018 and 2019, the Company has entered into various loans to finance equipment purchases, The
loans do not have stated interest rates. The promissory note balance as of December 31, 2019 was 5169,898 and
classified as current. The loans were fully repaid during fiscal year 2020 as part of SBA loan refinancing transactions.

SAFE(s)

The summary of the Company’s Simple Agreements for Future Equity (“SAFE”) and the terms is as follows:

As of Year Ended December 31,

Annualized
SAFE[s) Borrowing Period Appreciation Valuation Cap Discount 2020 2019
2018 SAFE Fiscal ¥ear 2018 5 [ T B5% = L0000
2019 SAFE Flscal Year 2019 S8 & & 06,000 5% - 359,529
2020 5AFE Fiscal Year 2020 LT 5 14,000, 000 Ta% 5 226,000
Total SAFE(s) 5 226,000 5§ 409,829
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If there is an Equity Financing before the expiration or termination of this instrument, the Company will automatically
issue to the Investor either: (1) a number of shares of Standard Preferred Stock equal to the Purchase Amount divided
by the price per share of the Standard Preferred Stock, if the pre-money valuation is less than or equal to the Valuation
Cap; or (2) 2 number of shares of Safe Preferred Stock equal to the Purchase Amount divided by the Safe Price, if the
pre-money valuation is greater than the Valuation Cap. If there is a Liquidity Event before the expiration or termination
of this instrument, the Investor will, at its option, either a) receive a cash payment equal to the Purchase Amount
(subject to the following paragraph) or b) automatically receive from the Company a number of shares of Common Stock
equal to the Purchase Amount divided by the Liquidity Price, if the Investor fails to select the cash option. If there is a
Dissolution Event before this instrument expires or terminates, the Company will pay an amount equal to the Purchase
Amount, due and payable to the Investor immediately prior to, or concurrent with, the consummation of the Dissolution
Event. The SAFE will expire and upon either the issuance of stock to the investor pursuant to above or payment. Since
the SAFEs are potentially settleable in cash, the Company has decided to classify them as a liability.

SAFE Conversion

During the year, the Company converted 409,829 of SAFEs into 426,960 preferred shares.

9. INCOME TAXES

The provision for income taxes for the year ended December 31, 2020 and December 31, 2019 consists of the following:

As of Year Ended December 31, 2020 2019

MNet Operating Loss 5 (483,857) 5  (102,456)
Valuation Allowance 483,857 102,456
MNet Provision for income tax 5 - 5 -

Significant components of the Company’s deferred tax assets and liabilities at December 31, 2020, and December 31,
2019 are as follows:

As of Year Ended December 31, 2020 2019

MNet Operating Loss 5 (586,314) 5  (102,456)
Valuation Allowance 586,314 102,456
Total Deferred Tax Asset 5 - 5 -

Management assesses the available positive and negative evidence to estimate if sufficient future taxable income will
be generated to use the existing deferred tax assets. On the basis of this evaluation, the Company has determined that
it is more likely than not that the Company will not recognize the benefits of the federal and state net deferred tax
assets, and, as a result, full valuation allowance has been set against its net deferred tax assets as of December 31, 2020
and December 31, 2019. The amount of the deferred tax asset to be realized could be adjusted if estimates of future
taxable income during the carryforward period are reduced or increased.

- 14 -
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For the fiscal year ending December 31, 2020, the Company had federal cumulative net operating loss ("NOL")
carryforwards of 52,122,403, and the Company had state net operating loss ("NOL") carryforwards of approximately
52,126,568, Utilization of some of the federal and state NOL carryforwards to reduce future income taxes will depend
on the Company’s ability to generate sufficient taxable income prior to the expiration of the carryforwards. The federal
net operating loss carryforward is subject to an 80% limitation on taxable income, does not expire, and will carry on
indefinitely.

The Company recognizes the impact of a tax position in the financial statements if that position is more likely than not
to be sustained on a tax return upon examination by the relevant taxing authority, based on the technical merits of the
position. As of December 31, 2020, and December 31, 2019, the Company had no unrecognized tax benefits.

The Company recognizes interest and penalties related to income tax matters in income tax expense. As of
December 31, 2020, and December 31, 2019, the Company had no accrued interest and penalties related to uncertain

tax positions.

10. RELATED PARTY

There are no related party transactions.

11. COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company enters various operating leases for facilities. The aggregate minimum annual lease payments under
operating leases in effect on December 31, 2020, are as follows:

Year Obligation

2021 5 73,512
2022 73,512
2023 42,882
Thereafter -
Total future minimum operating lease payments 5 189,906

Rent expense was in the amount of $187,102 and 5145,821 as of December 31, 2020 and December 31, 20189,
respectively.

Contingencies

The Company’'s operations are subject to a variety of local and state regulation. Failure to comply with one or more of
those regulations could result in fines, restrictions on its operations, or losses of permits that could result in the

Company ceasing operations.

Litigation and Claims
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From time to time, the Company may be involved in litigation relating to claims arising out of operations in the normal
course of business. As of December 31, 2020, there were no pending or threatened lawsuits that could reasonably be
expected to have a material effect on the results of the Company’s operations.

12. SUBSEQUENT EVENTS

The Company has evaluated subsequent events for the period from December 31, 2020 through April 1, 2021 the date
the financial statements were available to be issued.

During January 2021, the Company entered into various SAFE notes amounting to $225,000 with valuation cap of
514,000,000, discount of 75%, and 6% annualized appreciation rights.

There have been no other events or transactions during this time which would have a material effect on these financial
statements.

13. GOING CONCERN

The accompanying financial statements have been prepared on a going concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. The Company has a net loss of
51,751,520, an operating cash flow loss of 51,634,375 and liquid assets in cash of 5325,115, which less than a year worth
of cash reserves as of December 31, 2020. The Company’s situation raises a substantial doubt on whether the entity can
continue as a going concern in the next twelve months.

The Company's ability to continue as a going concern in the next twelve months following the date the financial
statements were available to be issued is dependent upon its ability to produce revenues and/or obtain financing
sufficient to meet current and future obligations and deploy such to produce profitable operating results,

Management has evaluated these conditions and plans to generate revenues and raise capital as needed to satisfy its
capital needs. During the next twelve months, the Company intends to fund its operations through debt and/or equity
financing.

There are no assurances that management 