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

CHELLY, Inc.
9455 E Raintree #2049
Scottsdale, AZ 85260
https://drinkchelly.com/

Up to $1,070,000.00 in Common Stock at $1.00
Minimum Target Amount: $10,000.00

A crowdfunding investment involves risk. You should not invest any funds in this
offering unless you can afford to lose your entire investment.

In making an investment decision, investors must rely on their own examination of
the issuer and the terms of the offering, including the merits and risks involved. These
securities have not been recommended or approved by any federal or state securities
commission or regulatory authority. Furthermore, these authorities have not passed
upon the accuracy or adequacy of this document.

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

These securities are offered under an exemption from registration; however, the U.5.
Securities and Exchange Commission has not made an independent determination
that these securities are exempt from registration.



Company:

Company: CHELLY, Inc.

Address: 9455 E Raintree #2049, Scottsdale, AZ 85260
State of Incorporation: AZ

Date Incorporated: December 10, 2021

Terms:

Equity

Offering Minimum: $10,000.00 | 10,000 shares of Common Stock
Offering Maximum: $1,070,000.00 | 1,070,000 shares of Common Stock
Type of Security Offered: Common Stock

Purchase Price of Security Offered: $1.00

Minimum Investment Amount (per investor): $250.00

*Maximum number of shares offered subject to adjustment for bonus shares. See
Bonus info below.

Voting Rights of Securities Sold in this Offering

Voting Proxy. Each Subscriber shall appoint the Chief Executive Officer of the
Company (the “CEO™), or his or her successor, as the Subscriber’s true and lawful
proxy and attorney, with the power to act alone and with full power of substitution, to,
consistent with this instrument and on behalf of the Subscriber, (i) vote all Securities,
(ii) give and receive notices and communications, (iii) execute any instrument or
document that the CEO determines is necessary or appropriate in the exercise of its
authority under this instrument, and (iv) take all actions necessary or appropriate in
the judgment of the CEO for the accomplishment of the foregoing. The proxy and
power granted by the Subscriber pursuant to this Section are coupled with an interest.
Such proxy and power will be irrevocable. The proxy and power, so long as the
Subscriber is an individual, will survive the death, incompetency and disability of the
Subscriber and, so long as the Subscriber is an entity, will survive the merger or
reorganization of the Subscriber or any other entity holding the Securities. However,
the Proxy will terminate upon the closing of a firm-commitment underwritten public
offering pursuant to an effective registration statement under the Securities Act of
1935 covering the offer and sale of Common Stock or the effectiveness of a
registration statement under the Securities Exchange Act of 1934 covering the
Commeon Stock.

Investment Incentives and Bonuses®
Time-Based:
Friends and Family Early Birds

Invest within the first 48 hours and receive 15% bonus shares.



Super Early Bird Bonus

Invest within the first week and receive 10% bonus shares.

Early Bird Bonus

Invest within the first two weeks and receive 5% bonus shares.
Amount-Based:

$500 | Tier 1

Mention on the Chelly website, and Founders club ownership certificate.
$1,000+ | Tier 2

Mention on the Chelly website, Chelly hat, Chelly t-shirt, Founders club ownership
certificate, and 15% off Chelly merch store for a year.

$2,500+ | Tier 3

Mention on the Chelly website, Chelly hat, Chelly t-shirt, Founders club ownership
certificate, 20% off Chelly merch store for a year, and 2x Chelly customized shot
glasses.

$5,000+ | Tier 4

Mention on the Chelly website, Chelly hat, Chelly t-shirt, Founders club ownership
certificate, 25% off Chelly merch store for a year, and 4x Chelly customized shot
olasses.

$10,000+ | Tier 5

Mention on the Chelly website, Chelly hat, Chelly t-shirt, Founders Club ownership
certificate, 25% off Chelly merch store for a year, 4x Chelly customized shot glasses,
and 5% bonus shares.

$25,000+ | Tier 6

Mention on the Chelly website, Chelly hat, Chelly t-shirt, Founders Club ownership
certificate, 25% off Chelly merch store for a year, 4x Chelly customized shot glasses,
and 7% bonus shares.

$50,000+ | Tier 7

Mention on the Chelly website, 2x Chelly hat, 2x Chelly t-shirt, Founders Club
ownership certificate, 30% off Chelly merch store for a year, 4x Chelly customized
shot glasses, and 10% bonus shares.

*All perks occur when the offering is completed.



The 10% StartEngine Owners' Bonus

CHELLY INC. 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 Common Stock at
$1.00 / share, you will receive 110 Common Stock shares, meaning you'll own 110
shares for $100. 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 investor's 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.

Insider Investment Notice

Officers, directors, executives, and existing owners with a controlling stake in the
company (or their immediate family members) may make investments in this offering.
Any such investments will be included in the raised amount reflected on the campaign

page.
The Company and its Business

Company Overview

CHELLY, Inc. ("CHELLY" or the "Company”) is a corporation organized under the laws
of the state of Arizona that produces flavored liquors and spirits. The Company’s
business model consists of selling alcoholic beverages focused on a 21-34 age
demographic. Our product is sold across the state of Arizona at stores, restaurants,
and bars like Total Wine, Pomo Pizzeria, and other local on-premise and off-premise
accounts as well through direct to consumer through Drizly.com. The Company's top 3
reasons to invest: unique selling position, story, and differentiated growth plan
compared to other beverage brands.

The Company started operations as CHELLY LLC when it was organized under Arizona
law in January 20, 2019. On December 10, 2021, the company converted to an Arizona
domestic corporation to better facilitate equity funding. On November 1, 2021, a new
entity Paradise Beverages LLC was organized under Arizona law and now holds 9.99%

ownership of CHELLY, Inc. to entice and attract future key full-time employees.
Competitors and Industry

INDUSTRY



The global liqueur and Vodka market is currently estimated to hit $131 billion and
$120 billion by 2023. The global liqueur market is expected to grow at a CAGR of 2.9%
and the global vodka market is expected to grow at a CAGR of 3.32% during the period
2019-2025.

COMPETITORS

The Company has several major competitors in the Liqueur and Vodka market. Some
of the top competitors in our industry include Caravella and Deep Eddy’'s. Caravella is
the industry leader and the Company’s primary competition in the Liqueur industry.
Deep Eddy's is the industry leader and the Company’s primary competition in the
Vodka industry. Caravella is the household name for Limoncello and Deep Eddy's
seems to be the most comparable brand when we walk about how our product is a
better alternative option to their flavored vodka. Caravella and Deep Eddy's are direct
competitors but are larger in size and development.

Despite the present competitive landscape, the Company stands out in the Liqueur
space due to our high-strength ABV, not as sweet and sugary, and is the ultimate
cocktail mixer. The Company stands out in the Vodka space due to our brand story and
unique difference in that we are bridging the gap between a Liqueur and a Vodka. We
are taking a traditional Italian recipe drink, limoncello, and crafted it into something
that can compete with any flavored vodka, like Deep Eddy’s.

Current Stage and Roadmap
CURRENT STAGE

The Company’s product is currently in the market and generating sales. We currently
offer one SKU at the moment, Limon. Our product is available throughout the state of
Arizona and we currently have a local distribution company that can deliver to any
city in Arizona.

FUTURE ROADMAP

The Company’s efforts for the next few years will be focused on expanding market
share, launching new flavors and products, and growing our distribution network. We
have 3 new flavors planned over the next 12 months, including: Orange, Grapefruit, &
Lime. We are going to expand our market share by sponsoring more festivals, having
more brand activations at on-premise locations, and having more flavors to offer our
accounts. We are currently comfortable with the local distribution company we are
with now as they require less margin than the big box distributors and still allow us
access to any location within the state of Arizona.

The Team

Officers and Directors

Name: Nicolas Guerrieri



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

e Position: CEO, CFO, Director
Dates of Service: January 01, 2019 - Present
Responsibilities: Legal, accounting, finances, budgeting, marketing, branding,
managing, supply chain, operations, raising capital. Nicolas Guerrieri has a
monthly salary of $1,500.00 and equity compensation of 47.74% of shares.

Other business experience in the past three years:

e Employer: Trajan Wealth
Title: Investment Analyst
Dates of Service: January 15, 2019 - September 11, 2020
Responsibilities: « Analyze financial statements and compose research reports
for potential investments = Implement and manage over 5,000+ new and existing
client portfolios using Orion, TD, and other platforms « Curate a selection of
investments for clients based on their model and risk profile « Assist the
Investment committee on the firm's investment strategies and selection of
securities for our public ETF

Other business experience in the past three years:

* Employer: Resolute Commercial
Title: Financial Analyst
Dates of Service: January 01, 2018 - November 01, 2018
Responsibilities: Evaluate and create 13-week cash flow budgets and projections
to provide financial guidance for clients. » Collaborate with senior management
to adjust their current model to a more viable business model. « Conduct
market/industry research for private companies to assist in the valuation of the
distressed business. = Reduced company's database filing process significantly by
creating a macro via Visual Basic for Applications (VBA).

Name: Roberto Guerrieri

Roberto Guerrieri's current primary role is with Bluetail. Roberto Guerrieri currently
services 5 hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

e Position: Director, Lead Strategic Advisor
Dates of Service: November 01, 2019 - Present
Responsibilities: - Assists in strategic initiatives along with scaling tactics and
raising capital. Roberto Guerrieri has an annual salary $0 and equity
compensation of 11.51% of shares.



Other business experience in the past three years:

¢ Emplover: Bluetail
Title: C.E.O
Dates of Service: June 01, 2019 - Present
Responsibilities: Leads in technology of their software

Other business experience in the past three years:

¢ Employer: Black Garage
Title: Managing Director
Dates of Service: April 01, 2009 - Present
Responsibilities: Marketing, product strategy and business development
consulting and outside board member for early-stage Internet businesses.
ASSIGNMENTS INCLUDE > CMO for team collaboration startup targeting SMB
market. Winner of several startup of the year awards > Global Marketing for
FiREapps, a currency analytics SaaS company for Fortune 500 enterprise treasury
clients > VP of Sales and Marketing for EquipRent.com, a leading online
construction equipment marketplace and lead generation company > E-
commerce provider of health and medical products for consumers and health
professionals > Mobile app and platform geared towards smartphone customer
engagement market > Internet strategic advisor for leading arbitration and
mediation association > Talent management assessment software company
servicing businesses hiring & team building > Healthcare channel market
research for large health providers in U.S > SaaS platform design and
implementation for gig economy real estate tech business

Name: Rob Dunaway

Rob Dunaway's current primary role is with Law Offices of Rob Dunaway. Rob
Dunaway currently services 5 hours per week in their role with the Issuer.

Positions and offices currently held with the issuer:

e Position: Director, Secretary(Corporate Lawyer)
Dates of Service: January 01, 2019 - Present
Responsibilities: Manage all board and committee meeting logistics, attend and
record minutes of all board and committee meetings; facilitate board
communications; Advise the Board on its roles and responsibilities; Maintain
key corporate documents and records; Rob Dunaway has an annual, salary of $0
and equity compensation of zero shares.

Other business experience in the past three years:



¢ Employer: Pillsbury Winery, LLC
Title: Co-Founder
Dates of Service: January 01, 2007 - Present
Responsibilities: Corporate Lawyer

Other business experience in the past three years:

e Employer: Law Offices of Rob Dunaway
Title: Principal Attorney
Dates of Service: January 01, 1996 - Present
Responsibilities: Robert Dunaway, Attorney and Businessman, Phoenix, Arizona.
Mr. Dunaway has 30 years of corporate and technology experience as an
attorney, management advisor and investor, having represented public clients
such as Sun Microsystems, Tandem Computers, §3, Diamond Multimedia and
others to hundreds of startup technology and Internet companies. A co-author
of books on startup company management and intellectual property protection,
he also has CEO experience and numerous Board of Director positions to his
credit. He has lectured at Stanford Business School and Santa Clara University
School of Law and was chosen one of Phoenix’s Top 12 Business Advisors in the
New Times 2001 poll of metro readers.

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 equity
offering 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. There are specific risks to

»



our company that include our ability to sell our product to retailers, our ability to have
the funds to purchase more inventory, and there is a risk the government could
regulate our industry more,

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 equity offering 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 vour 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 company in the food and beverage industry. However, that may never
happen or it may happen at a price that results in you losing money on this
investment.

If the Company cannot raise sufficient funds it will not succeed

The Company, is offering equity in the amount of up to $1.07m in this offering, and
may close on any investments that are made. Even if the maximum amount is raised,
the Company is likely to need additional funds in the future in order to grow, and if it
cannot raise those funds for whatever reason, including reasons relating to the
Company itself or the broader economy, it may not survive. If the Company manages
to raise only the minimum amount of funds, sought, it will have to find other sources
of funding for some of the plans outlined in “Use of Proceeds.”

We may not have enough capital as needed and may be required to raise more capital.
We anticipate needing access to credit in order to support our working capital
requirements as we grow. Although interest rates are low, it is still a difficult
environment for obtaining credit on favorable terms. If we cannot obtain credit when



we need it, we could be forced to raise additional equity capital, modify our growth
plans, or take some other action. Issuing more equity may require bringing on
additional investors. Securing these additional investors could require pricing our
equity below its current price. If so, vour 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 Voting Rights

The common stock that an investor is buying has voting rights attached to them.
However, you will be part of the minority shareholders of the Company and have
agreed to appoint the Chief Executive Officer of the Company (the “CEQ”), or his or



her successor, as your voting proxy. 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, vou will only be paid out if there is any cash
remaining after all of the creditors of our company have been paid out.

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

Insufficient Funds

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

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

Qur 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

CHELLY, Inc. was formed on December 10, 2021. 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. CHELLY has
incurred a net loss and has had limited revenues generated since inception. There is
no assurance that we will be profitable in the next 3 years or generate sufficient



revenues to pay dividends to the holders of the shares.

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

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

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

To be successful, the Company requires capable people to run its day to day
operations. As the Company grows, it will need to attract and hire additional
employees in sales, marketing, design, development, operations, finance, legal,
human resources and other areas. Depending on the economic environment and the
Company’s performance, we may not be able to locate or attract qualified individuals
for such positions when we need them. We may also make hiring mistakes, which can
be costly in terms of resources spent in recruiting, hiring and investing in the
incorrect individual and in the time delay in locating the right emplovee 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.

We dont currently own the chelly trademark due to a pending investigation + our
slogan dangerously delicious is currently under review as well
We dont currently own the chelly trademark due to a pending investigation + our
slogan dangerously delicious is currently under review as well

The amount raised in this offering may include investments from officers and
directors of the company or their imnmediate family members.

Once the total amount of funds raised in this offering exceeds the minimum funding
goal, officers and directors (and immediate family members) of the company may
make investments in this offering. Any such investments will be included in the raised
amount reflected on the campaign page.

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

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

The amount raised in this offering may include investments from officers and
directors of the company or their immediate family members.

Once the total amount of funds raised in this offering exceeds the minimum funding
goal, officers and directors (and immediate family members) of the company may
make investments in this offering. Any such investments will be included in the raised
amount reflected on the campaign page.



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
Nicolas Guerrieri (2,778,000 Common Stock 47.74%

The Company's Securities

The Company has authorized Common Stock, Convertible Notes, Promissory Notes,
Convertible Note, Convertible Note, and Convertible Note. As part of the Regulation
Crowdfunding raise, the Company will be offering up to 1,070,000 of Common Stock.

Common Stock

The amount of security authorized is 10,000,000 with a total of 6,000,000 outstanding.
Voting Rights

One vote per share. Please see voting rights of securities sold in this offering below.
Material Rights

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

Please Note: Subsequent to the launch of this offering, Stuart Francis has been
removed from the board of directors, and as a result, 180,754 shares previously
counted as outstanding are no longer granted to Stuart Francis.



Convertible Notes

The security will convert into Equity and the terms of the Convertible Notes are
outlined below:

Amount outstanding: $147,000.00

Maturity Date: June 30, 2025

Interest Rate: 5.0%

Discount Rate: 20.0%

Valuation Cap: None

Conversion Trigger: $50,000 or $500,000 equity sale/raise

Material Rights

The convertible promissory notes (i) are unsecured, (ii) bear interest at the rate of 5%
per annum, and (iii) are due four vears from the date of issuance. One set of the
convertible promissory notes are convertible at any time in the event that the
company issues and sells its securities to investors with gross proceeds of at least
$50,000. The other set of convertible notes $500,000. Both sets of notes include a 20%
equity discount. The principal balance of the notes shall automatically convert in
whole without any further action by the Holder into such equity securities at a

conversion price equal to eight percent (80%) of the equity price paid by the investors,
and otherwise on the same terms and conditions as given to the investors. Please see

Company's financial statement for further details.
Promissory Notes

The security will convert into Equity and the terms of the Promissory Notes are
outlined below:

Amount outstanding: $11,284.27

Maturity Date: July 08, 2024

Interest Rate: 8.0%

Discount Rate: 0.0%

Valuation Cap: None

Conversion Trigger: $50,000 equity sale/raise

Material Rights

Four members of Company management made related party loans prior to December
31, 2020 in the amounts of $2,979.53, $4,000, and $4,305. The loans all have a 5-year
term and 8% interest per annum.

Convertible Note

The security will convert into Equity and the terms of the Convertible Note are
outlined below:

Amount outstanding: $10,000.00



Maturity Date: January 04, 2026
Interest Rate: 5.0%

Discount Rate: 10.0%
Valuation Cap: None
Conversion Trigger: $50,000

Material Rights

The convertible promissory notes (i) are unsecured, (ii) bear interest at the rate of 5%
per annum, and (iii) are due four years from the date of issuance. One set of the
convertible promissory notes are convertible at any time in the event that the
company issues and sells its securities to investors with gross proceeds of at least
$50,000. This note includes an equity discount of 10%, once converted. The principal
balance of the notes shall automatically convert in whole without any further action
by the Holder into such equity securities at a conversion price equal to eight percent
(90%) of the equity price paid by the investors, and otherwise on the same terms and
conditions as given to the investors. Please see Company's financial statement for
further details.

Convertible Note

The security will convert into Equity and the terms of the Convertible Note are
outlined below:

Amount outstanding: $5,000.00

Maturity Date: February 11, 2026

Interest Rate: 5.0%

Discount Rate: 10.0%

Valuation Cap: None

Conversion Trigger: $50,000 automatic conversion

Material Rights

The convertible promissory notes (i) are unsecured, (ii) bear interest at the rate of 5%
per annum, and (iii) are due four years from the date of issuance. One set of the
convertible promissory notes are convertible at any time in the event that the
company issues and sells its securities to investors with gross proceeds of at least
$50,000. This note includes an equity discount of 10%, once converted. The principal
balance of the notes shall automatically convert in whole without any further action
by the Holder into such equity securities at a conversion price equal to eight percent
(90%) of the equity price paid by the investors, and otherwise on the same terms and
conditions as given to the investors. Please see Company's financial statement for
further details.

Convertible Note

The security will convert into Equity and the terms of the Convertible Note are
outlined below:



Amount outstanding: $3,000.00
Maturity Date: February 11, 2026
Interest Rate: 5.0%

Discount Rate: 10.0%

Valuation Cap: None

Conversion Trigger: $50,000

Material Rights

The convertible promissory notes (i) are unsecured, (ii) bear interest at the rate of 5%
per annum, and (iii) are due four years from the date of issuance. One set of the
convertible promissory notes are convertible at any time in the event that the
company issues and sells its securities to investors with gross proceeds of at least
$50,000. This note includes an equity discount of 10%, once converted. The principal
balance of the notes shall automatically convert in whole without any further action
by the Holder into such equity securities at a conversion price equal to eight percent
(90%) of the equity price paid by the investors, and otherwise on the same terms and
conditions as given to the investors. Please see Company's financial statement for
further details.

What it means to be a minority holder

As a minority holder of Common Stock of this offering, you have granted your votes
by proxy to the CEO of the Company. Even if you were to receive control of your
voting rights, as a minority holder, yvou will have limited rights in regards to the
corporate actions of the company, including additional issuances of securities,
company repurchases of securities, a sale of the company or its significant assets, or
company transactions with related parties. Further, investors in this offering may
have rights less than those of other investors, and will have limited influence on the
corporate actions of the company.

Dilution

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



any earnings into the company).

Transferability of securities

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

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

Recent Offerings of Securities

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

¢ Type of security sold: Convertible Note
Final amount sold: $10,000.00
Use of proceeds: operations
Date: January 04, 2022
Offering exemption relied upon: Section 4(a)(2)

e Type of security sold: Convertible Note
Final amount sold: $92,000.00
Use of proceeds: operations and marketing
Date: December 25, 2020
Offering exemption relied upon: Section 4(a)(2)

¢ Type of security sold: Convertible Note
Final amount sold: $55,000.00
Use of proceeds: operations and marketing
Date: May 22, 2021
Offering exemption relied upon: Section 4(a)(2)

e Type of security sold: Convertible Note

Final amount sold: $5,000.00
Use of proceeds: Continued operations and marketing until crowdfunding has

launched.
Date: February 11, 2022
Offering exemption relied upon: Section 4(a)(2)

¢ Type of security sold: Convertible Note
Final amount sold: $3,000.00



Use of proceeds: Funding continued operations and business administration
Date: February 11, 2022
Offering exemption relied upon: Section 4(a)(2)

Financial Condition and Results of Operations

Financial Condition

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

Results of Operations

Circumstances which led to the performance of financial statements:
Circumstances which led to the performance of financial statements:

The circumstances that led us to those results in 2020 were a combination of only 3
part-time people. The full-time worker, Nicolas Guerrieri, did not go full-time until
September 2020. Which is when the company started to make a lot of traction and
momentum. Throughout the year of 2021 as well, Nicolas Guerrieri is the only full-
time emplovee of the company.

Year ended December 31, 2021 compared to vear ended December 31, 2020
Revenue

Revenue for fiscal year 2021 was $34,010, a 348% increase compared to fiscal year
2020 revenue of $9,751. This was due to increased product demand and garnering
more accounts and finalizing festival sponsorships deals.

Cost of Revenue

Cost of sales in 2021 was $23,318 an increase of approximately 260%, from costs of
$8.946 In fiscal year 2020. The increase was due to increased product demand and
producing more inventory to keep up with that demand.

Gross Margins
Increased gross margins was caused by increased product demand.

Expenses



The Company's expenses consist of, among other things, fees for professional services
and trademarks, rent, liability insurances, and equipment. Expenses in 2021 were
$94,483 compared to $24,527 in 2020. The jump in expenses was mainly from
marketing, more specifically festival sponsorships.

Historical results and cash flows:

Historical results and cash flow are projected to be different in the future. We expect
high growth rates in terms of sales but we do expect to be running at a loss for some
years as it is the nature of the business we are in. We, of course, would love to become
profitable but it is a competitive market so a lot of funds have to be used to increase
brand awareness and brand equity.

The Company is currently in the production stage and revenue-generating. We are of
the opinion the historical cash flows will not be indicative of the revenue and cash
flows expected for the future because this is a cash-heavy business where we will need
to spend dollars in order to increase brand awareness and build brand equity. Past cash
was primarily generated through sales and convertible notes. Our goal is to be cash
flow positive within approximately the next five years. However, management's focus
is not only focused on reaching positive cash flow. We want to make sure we are
reaching that in an efficient way by feeding what the business needs through capital
expenditures and not solely focusing on pulling our brand back just only to be cash
flow positive. There is a balance we are seeking where we can fully operate the
business of what it needs while also being cash flow positive.

Liquidity and Capital Resources

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

As of January 2022, the Company has capital resources available in the form of $27,000
cash on hand.

As of April 26, 2022 we have approx. $39,000 cash in hand

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?)

This campaign is critical for us to move on. We originally raised our initial funds
through friends and family but we need to expand our network to show the rest of the
world the opportunity we have and the potential it has.

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?)



We see this campaign as our means to scale and grow our company. We can survive on
our own for approximately 6 months without any cash infusion but we would have to
be very strategic in our operations in order to lower our burn rate to keep us alive
longer to find other means of cash infusions. We believe the funds from this campaign
are necessary to the viability of the Company.

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

If we raise our minimum of $10,000 we have a monthly burn rate of roughly $6,000.
We can get that down towards $4,000 a month by not using any contractors and stop
marketing, but we would have approximately 6 months runway. The first $10,000
raised would go to StartEngine and their marketing fees and operational fees.

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

If we raise our maximum goal of $1.07M we estimate that our Company should have
enough capital in order to run the business for the next 12-18 months. We expect to
spend roughly around $100,000 to set up our co packer and get 12,000 units of new
initial inventory. $350,000 in full time employment, and $450,000 in marketing.

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

Currently, the Company has contemplated additional future sources of capital
including more convertible notes from personal networks. Our mission and focus are
to have all investors go through this crowdfunding platform but we also want to stay
flexible in case potential investors do not want to go through this specific channel.

Indebtedness

o Creditor: Founders (Promissory Notes)
Amount Owed: $11,285.00
Interest Rate: 8.0%
Maturity Date: June 30, 2024
auto-equity clause conversion at $50k

e Creditor: Convertible Note part 1
Amount Owed: $92,000.00
Interest Rate: 5.0%

Maturity Date: December 25, 2024



conversion of $50k and min val of $1.7mm

e Creditor: Convertible Debt part 2
Amount Owed: $55,000.00
Interest Rate: 5.0%
Maturity Date: May 22, 2025
$500k conversion trigger with min val of $3,000,000

® Creditor: Convertible Note Part 3
Amount Owed: $10,000.00
Interest Rate: 5.0%
Maturity Date: January 04, 2026
$50k conversion but with a $6mm minimum valuation and 10% equity discount

e Creditor: Convertible Note part 4
Amount Owed: $5,000.00
Interest Rate: 5.0%
Maturity Date: November 02, 2026
$50k conversion but with a $6mm minimum valuation and 10% equity discount

¢ Creditor: Convertible Note Part 5
Amount Owed: $3,000.00
Interest Rate: 5.0%
Maturity Date: February 11, 2026
$50k conversion but with a $6mm minimum valuation and 10% equity discount

Related Party Transactions

o Name of Entity: Roberto Guerrieri
Relationship to Company: Director
Nature / amount of interest in the transaction: Roberto lent the company $4,305
in a promissory note to help start the company
Material Terms: auto-equity clause conversion at $50k

e Name of Entity: Nicolas Guerrieri
Relationship to Company: Director
Nature / amount of interest in the transaction: Nicolas put in $4,000 to help start
the company and this was in the form of a promissory work
Material Terms: auto-equity clause conversion at $50k

e Name of Entity: Hunter Goheen
Relationship to Company: Partner
Nature / amount of interest in the transaction: $2,979.53 to help start the
company
Material Terms: this is in a convertible note form



Valuation

Pre-Money Valuation: $6,000,000.00
Valuation Details:

When deciding on a valuation, we did a comparable look at what previous beverage
alcohol and consumer companies have successfully raised, based on their IP,
successful market launches, LTM Revenue, potential growth rates, and overall size of
the industry. As a brand that is in the market, the product, sales and marketing, and
distribution all in place, we wanted to give our brand credit above brands that have yet
to launch. We also didn’t want to price ourselves at valuations of those brands that
have significantly more distribution and sales than we currently have. After gathering
that information and speaking with multiple CPG professionals with a close ear to the
industry, we have triangulated that a $6,000,000 pre-money valuation is “inline” with
other brands that are currently raising capital in both equity crowdfunds as well as
private markets, based on our stage of development, size, and growth potential.
Further, we believe that if our brand is successful, the market dynamics will allow an
exit valuation that has the chance to be multiples higher than our current valuation,
potentially providing investors with a return commensurate to the risk profile. One
other company that comes to mind is called Art of Pour. They just recently launched
on StartEngine and their valuation is $12.4M. They did roughly $20,000 in sales in
2021 which is lower than ours by a good amount and our valuation is less than half the
valuation of theirs. We are extremely comfortable with our valuation at $6,000,000.

Disclaimers:

The company set its valuation internally without a formal third-party independent
valuation. The pre-money valuation has been calculated on a fully diluted basis.

The pre-money valuation does not take into account any convertible securities

currently outstanding. The Company currently has $179,604.00 in Convertible Notes
outstanding. The Company issue further series of convertible notes in the future that

may affect vour investor rights. Please refer to the Company Securities section of the
Offering Memorandum for further details regarding current outstanding convertible

securities that may affect vour ownership in the future.

Use of Proceeds

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

e StartEngine Platform Fees
5.5%

e StartEngine Premium Deferred Fee



96.5%
StartEngine Premium Deferred Fee

If we raise the over allotment amount of $1,070,000.00, we plan to use these proceeds
as follows:

e StartEngine Platform Fees
3.5%

o Marketing
41.5%
This allocation to marketing will be used to continue our partnerships with
festivals and events, content marketing, ambassadors programs, trade shows,
website/technology advancements, and trade merchandise.

o Company Employment
530.0%
This allocation to company employees will focus on hiring a team of full-time
employees that will focus on moving the brand forward. We are looking to hire
sales reps, marketing personnel, and back-end positions to help our company.

e Operations
25.0%
This allocation to operations mainly consists of scaling our operation via a co-
packer, expanding to more flavors, and increasing our inventory.

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://drinkchelly.com/ (https://drinkchelly.com/investors).



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) 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/chelly

Investing Process

See Exhibit E to the Offering Statement of which this Offering Memorandum forms a
part.
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INDEPENDENT ACCOUNTANT'S REVIEW REPORT

To the Board of Directors
Chelly, Inc.
Scottsdale, Arizona

We have reviewed the accompanying financial statements of Chelly, Inc. (the "Company,”), which comprise the
balance sheet as of December 31, 2021 and December 31, 2020, and the related statement of operations,
statement of shareholders’ equity (deficit), and cash flows for the year ending December 31, 2021 and December
31, 2020, and the related notes to the financial statements. A review includes primarily applying analytical
procedures to management's financial data and making inguiries 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 11, 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%

March 25, 2022
Los Angeles, California




CHELLY INC.

BALANCE SHEET
(UNAUDITED)
As of December 31, 2021 2020
(USD 5 in Dollars)
ASSETS
Current Assets:
Cash & Cash Equivalents 5 26,830 S 31,788
Acccounts Receivable, net 2,376 60
Inventories 4,337 -
Prepaids and Other Current Assets 24,162 -
Total Current Assets 57,705 31,848
Property and Equipment, net 3,120 -
Security Deposit 200 200
Total Assets 3 61,625 S 32,648

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:

Credit Card 5 13,500 5 15,672
EIDL loan - 4,000
Other Current Liabilities - 392
Total Current Liabilities 13,500 20,064
Convertible Note 161,604 45,058
Accrued Interest on Convertible Note 10,973 2,455
Total Liabilities 186,077 67,577

STOCKHOLDERS EQUITY

Commoaon Stock 19,660 -
Members' contribution - 20,7938
Retained Earnings/(Accumulated Deficit) (144,113) (55,727)
Total Stockholders' Equity (124,452) (34,929)
Total Liabilities and Stockholders' Equity S 61,625 5 32,648

See accompanying notes to financial statements.



CHELLY INC.
STATEMENTS OF OPERATIONS

(UNAUDITED)
For Fiscal Year Ended December 31, 2021 2020
(USD § in Dollars)
Net Revenue 5 34,010 5 9,751
Cost of Goods Sold 23,318 8,946
Gross profit 10,692 805

Operating expenses

General and Administrative 57.165 21,897

Sales and Marketing 37,318 2,675

Total operating expenses 94,483 24,572
Operating Income/(Loss) (83,791) (23,767)

Interest Expense 8,518 2,455

Other Loss/(Income) (3,923)

Income/(Loss) before provision for income taxes (B8,386) (26,222)

Provision/(Benefit) for income taxes -

Net Income/(Net Loss) S (88,386) S (26,222)

See accompanying notes to financial statements.



CHELLY INC.

STATEMENTS OF CHANGES IN STOCKHOLDERS” EQuUITY

(UNAUDITED)

Common Stock Membars' Retained earnings/ Total Shareholder
{in, SUS) Shares Amount Contribution (Accumulated Deficit) Equity
Balance —December 31, 2019 5 - 5 5,205 $ (29,505) & (24,300)
Capital contribution 15,593 15,593
Met income/{loss) (26,222) (26,222)
Balance —December 31, 2020 20,738 5 (55,727) & (34,929)
Capital contribution 528 528
Capital distribution (1,665) (1,665)
Conwversion from LLC into C Corp 6,000,000 19,660 (19, 660) -
Met income/{loss) [88,386) (88.386]
Balance —December 31, 2021 6,000,000 S 19,660 % - 5 (188,113) § (124,452)

See accompanying notes to finonclal statements.



CHELLY INC.
STATEMENTS OF CAsH FLows

(UNAUDITED)

For Fiscal Year Ended December 31, 2021 2020

(USD S in Dollars)

CASH FLOW FROM OPERATING ACTIVITIES
Met income/[loss) 5 [88,386) 5 (26,222)
Adjustments to reconcile net income to net cash provided/{used) by operating activities:

Depreciation of Property 780 -
EIDL laan forgiven (4,000)
Changes in operating assets and liabilities:
Acccounts receivable, net (2,318) (60)
Inventories [4,337) =
Prepaids and Other Current Assets (24,162) -
Credit Card (2,172} 2,247
Other Current Liabilities (392) 114
Accrued Interest on Convertible Mote 8,518 2,455
Net cash provided/{used) by operating activities (116,467) (21,466)
CASH FLOW FROM INVESTING ACTIVITIES
Purchases of Property and Equipment (3,200) -
Net cash provided/{used) in investing activities (3,900) -
CASH FLOW FROM FINANCING ACTIVITIES
Capital Contribution 528 15,593
Capital Distribution [1,665) =
Borrowing on EIDL loan - 4,000
Borrowing on Convertible Notes 116,546 30,038
Met cash provided/(used) by financing activities 115,409 49,631
Change in Cash (4,958) 28,165
Cash—beginning of year 31,788 3,623
Cash—end of year -1 26,830 5 31,788
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest
Cash paid during the year for income taxes 5 5 -
OTHER NONCASH INVESTING AND FINANCING ACTIVITIES AND SUPPLEMENTAL DISCLOSURES
Purchase of property and equipment not yet paid for 5 - 5 -

Issuance of equity in return for note

Izzuance of equity in return for accrued payroll and other liabilities

See accompanying notes to financial statements.



CHELLY INC.
MNOTES TO FINANCIAL STATEMENTS
For YEAR ENDED TO DECEMBER 3n1I 2021 AND DECEMBER 31, 2020

1. NATURE OF OPERATIONS

Chelly Inc, was formed on January 20, 2019, in the state of Arizona under the name Chelly LLC. On December 20, 2021,
the company was incorporated and change the name to Chelly Inc. The financial statements of Chelly Inc. {(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 Scottsdale, Arizona.

The company produces flavored liguors and spirits. The Company's business model consists of selling alcoholic
beverages focused on a 21-34 age demographic. Our product is sold across the state of Arizona at stores, restaurants,
and bars such as Total Wine, Pomo Pizzeria, and Sotol Craft Kitchen as well through direct to consumer through
Drizly.com.

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 GAAPY). 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 deposit
accounts, at times, may exceed federally insured limits. As of December 31, 2021, and December 31, 2020, the
Company's cash and cash eguivalents did not exceed 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,
2021, and 2020, 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, ingredients and
finished goods which are determined using an average method.



CHELLY INC.
MNOTES TO FINANCIAL STATEMENTS
For YEAR ENDED TO DECEMBER 3n1I 2021 AND DECEMBER 31, 2020

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 are
as follows:

Category Useful Life
Tools Eguipment 5 years

Impairment of Long-lived Assets

Long-lived assets, such as property and egquipment 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 orin 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 subject to tax filing requirement as a Partnership in the federal jurisdiction of the United States. The
company is taxed as a flow through entity, not subject to income tax. Operating income and losses are reported by the
company members. The company is subject to income tax filling requirement in the state of Arizona.

Concentration of Credit Risk

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 606, revenue from contracts with customers, when
delivery of goods is the sole performance obligation in its contracts with customers. The Company typically collects
payment upon sale and recognizes the revenue when the itermn has shipped and has fulfilled its sole performance
obligation,

Revenue recognition, according to Topic 606, is determined using the following steps:
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1) Identification of the contract, or contracts, with the customer: the Company determines the existence of a
contract with a customer when the contract is mutually approved; the rights of each party in relation to the services to
be transferred can be identified, the payment terms for the services can be identified, the customer has the capacity
and intention to pay, and the contract has commercial substance.

2) ldentification of performance obligations in the contract: performance obligations consist of a promised in
a contract (written or oral) with a customer to transfer to the customer either a good or service (or a bundle of goods
or services) that is distinct or a series of distinct goods or services that are substantially the same and that have the
same pattern of transfer to the customer.

3) Recognition of revenue when, or how, a performance obligation is met: revenues are recognized when or
as control of the promised goods or services is transferred to customers.

The Company earns revenues from the sale of flavored liguors and spirits.
Cost of sales

Costs of goods sold include the cost of goods sold, distribution services, delivery, ingredients, packaging, supplies, and
cost of retail product.

Advertising and Promotion
Advertising and promotional costs are expensed as incurred. Advertising and promotional expenses for the years ended
December 31, 2021, and December 31, 2020, amounted to 537,318 and 52,675, which is included in sales and marketing

EXPENSES.

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 equivalents, restricted cash and cash equivalents, accounts receivable, accounts payable and accrued expenses
approximate fair value due to the short-term nature of such instruments).

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.

CoVID-19

In March 2020, the outbreak and spread of the COVID-19 virus was classified as a global pandemic by the World Health
Organization. This widespread disease impacted the Company’s business operations, including its employees,
customers, vendors, and communities. The COVID-19 pandemic may continue to impact the Company’'s business
operations and financial operating results, and there is substantial uncertainty in the nature and degree of its continued
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effects over time. The extent to which the pandemic impacts the business going forward will depend on numerous
evolving factors management cannot reliably predict, including the duration and scope of the pandemic; governmental,
business, and individuals' actions in response to the pandemic; and the impact on economic activity including the
possibility of recession or financial market instability. These factors may adversely impact consumer and business
spending on products as well as customers' ability to pay for products and services on an ongoing basis. This uncertainty
also affects management's accounting estimates and assumptions, which could result in greater variability in a variety
of areas that depend on these estimates and assumptions, including investments, receivables, and forward-looking
guidance.

Subseqguent 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 March 25, 2022, which is the date the financial
statements were issued.

Recently Issued and Adopted Accounting Pronouncements

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 twelve 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
gualitative and quantitative requirements. The new standard for nonpublic entities will be effective for fiscal years
beginning after December 15, 2021, and interim periods within fiscal years beginning after December 15, 2022, and
early application is permitted. We are currently evaluating the effect that the updated standard will have on the financial
statements and related disclosures.

The FASB issues ASUs to amend the authoritative literature in ASC. There have been a number of ASUs to date, including
those above, that amend the original text of ASC. Management believes that those issued to date either (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.

3. INVENTORY

Inventory consists of the following items:

As of Year Ended December 31, 2021 2020
Finished goods 4,337 -
Total Inventories S 4337 S -
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4. DETAILS OF CERTAIN ASSETS AND LIABILITIES

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

As of Year Ended December 31, 2021 2020
Prepaid Bottle Production 24,162 -
Total Prepaids and Other Current Assets S 24,162 5 -

Other current liabilities consist of the following items:

As of Year Ended December 31, 2021 2020
Other current liabilities - 392
Total Other Current Liabilities 5 - 5 392

5. PROPERTY AND EQUIPMENT

As of December 31, 2021, and December 31, 2020, property and equipment consists of:

As of Year Ended December 31, 2021 2020
Tools Equipment 5 3,900 5 -
Property and Equipment, at Cost 3,900 -
Accumulated depreciation (780) -
Property and Equipment, Net s 3,120 S -

Depreciation expenses for property and equipment for the fiscal year ended December 31, 2021, and 2020 were in the
amount of S780 and 50, respectively.

6. CAPITALIZATION AND EQUITY TRANSACTIONS

Common Stock

The Company is authorized to issue 10,000,000 shares of Common Shares with no par value. As of December 31, 2021,
and December 31, 2020, 5,000,000 shares and 0 shares have been issued and are outstanding, respectively.

- 10 -
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7. DEBT

Convertible Note(s)

Below are the details of the convertible notes:
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The convertible notes are convertible into common shares at a conversion price. The conversion price is equal to 80%
or 90% of the equity price paid by the Investors, and otherwise on the same terms and conditions as given to the
Investors. Since the conversion feature is convertible into variable number of shares and does not have fixed-for-fixed
features, the conversion feature was not bifurcated and recorded separately.

8. RELATED PARTY

In 2019, the company issued four Convertible Motes to its shareholders Hunter Goheen, Mick Guerrieri, Roberto
Guerrieri and Stuart Francis in the aggregate amount of 514,605. The Notes bear an interest rate of 8% per annum. The
accrued interests together the entire principals shall be due and payable on the fifth anniversary from Notes issuance
(‘Maturity date’). In the event the Company consummates an equity financing generating gross proceed of at least
550,000, then outstanding principal amount and all accrued but unpaid interest under this note shall automatically
convert into the equity securities. The conversion price is equal to 80% of the equity price paid by the Investors, and
otherwise on the same terms and conditions as given to the Investo