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

smart Cups, Inc.
25732 Taladro Circle
Mission Viejo, CA 92691
https://smartcups.com/

Up to $3,894,501.50 in Class A Common Stock at $2.95
Minimum Target Amount: $14,997.80

A crowdfunding investment involves risk. You should not invest any funds in this offering unless you can afford to lose yvour
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.5. 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.

In the event that we become a reporting company under the Securities Exchange Act of 1934, we intend to take advantage of
the provisions that relate to "Emerging Growth Companies” under the JOBS Act of 2012, including electing to delay
compliance with certain new and revised accounting standards under the Sarbanes-Oxley Act of 2002,



Company:

Company: Smart Cups, Inc.

Address: 25732 Taladro Circle, Mission Viejo, CA 92691
state of Incorporation: CA

Date Incorporated: February 06, 2023

Terms:

Equity

Offering Minimum: $14,997.80 | 5,084 shares of Class A Common Stock
Offering Maximum: $3,894,501.50 | 1,320,170 shares of Class A Common Stock
Type of Security Offered: Class A Common Stock

Purchase Price of Security Offered: 82,95

Minimum Investment Amount (per investor): $250.75

*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, (1i1) execute any instrument or document that the CEQ 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.

Investment Incentives & Perks*®
Perks:
Time-Based Perks
Extreme Early Bird - Invest within the first 72 hours and receive 15% bonus shares.
Super Early Bird - Invest within the first week and receive 10% bonus shares.
Early Bird Bonus - Invest within the first two weeks and receive 5% bonus shares.
Volume-Based Perks
Tier 1 Perk

Invest 3500+ and receive a promo code redeemable for a 10-pack of Smart Cups Energy when you email us and we confirm
your investment,

Tier 2 Perk

Invest £1,000+ and receive a promo code redeemable for two 10-packs of Smart Cups Energy when vou email us and we
confirm your investment.

Tier 3 Perk

Invest 55,000+ and receive a promo code redeemable for a Smart Cups Energy Bundle when vou email us and we confirm
your investment.

Tier 4 Perk

Invest $10,000+ and receive a promo code redeemable for Smart Cups Energy Bundle, Hat, large T-5hirt and Smart Keeper
when you email us and we confirm your investment.

Tier 5 Perk



Invest $25,000+ and receive a promo code redeemable for Smart Cups Energy Bundle, Hat, large T-Shirt and Smart Keeper
Plus Zoom Call with Founder Chris Kanik when yvou email us and we confirm your investment. + 5% bonus shares.

Tier 6 Perk

Invest 100,000+ and receive a promo code redeemable for Everyvthing above plus Smart Facility Tour with Chris Kanik when
you email us and we confirm your investment. Opportunity to experience all Smart Cups Technology R&D pipeline

applications first hand + 15% bonus shares.
Loyalty Bonus | 10% Bonus Shares
Existing Smart Cup shareholders and waitlisters will receive 10% bonus shares.

*In order to receive perks from an investment, one must submit a single investment in the same offering that meets the
minimum perk requirement. Bonus shares from perks will not be granted if an investor submits multiple investments that,
when combined, meet the perk requirement. All perks occur when the offering is completed.

*Crowdfunding investments made through a self-directed IRA cannot receive perks due to tax laws. The Internal Revenue
service (IRS) prohibits self-dealing transactions in which the investor receives an immediate, personal financial gain on
investments owned by their retirement account. As a result, an investor must refuse those perks because they would be
receiving a benefit from their IRA account.

The 10% StartEngine Owners' Bonus

Smart Cups, 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 1,000 shares of Class A Common Stock at $2.95 / share, vou will receive 1,100 shares Class A Common
stock, meaning vou'll own 1,100 shares for 2,950 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 receive the highest single bonus they are eligible for among the bonuses based on the amount invested and
time of offering elapsed (if any). Eligible investors will also receive the Owner's Bonus and the Lovalty Bonus in addition to
the aforementioned bonus.

The Company and its Business

Company Overview
Company Overview

Smart Cups, Inc. {"Smart Cups” or the "Company”) is a young and innovative company that believes it's disrupting the
beverage industry with its unigue and sustainable approach. With a focus on health, convenience, and environmental
responsibility, they are poised to become a major player in the beverage market, offering a range of drinks that are both
delicious and sustainable.

Commercially known as the World's First Printed Beverage, Smart Cups Technology is a patented delivery system platform
that creates sustainable consumer packaged products by eliminating liquid through the use of novel microencapsulation
printing. Benefits include a reduction of storage and transportation requirements which result in a reduction of our carbon
footprint.

Source for World's First Printed Beverage: https://'www.entrepreneur.com/leadership/how-the-worlds-first-printed-
beverage-was-born,/360347

https://blog.drupa.com/en/smart-cups-the-worlds-first-printed-beverage-2/
https://abc7.com/smart-cups-environment-drink-beverage/1 1290587/
Business Model

Our business model relies on the growth and success of the Smart Cups brand and products, as well as the creation of new
innovative products and brands. Our plan is to sell our products into domestic and international markets through numerous
channels as well as direct-to-consumer, as well as pursue licensing and B2B customers.

Corporate Structure



The Company was initially organized as Smart Cups, LLC, a California limited liability company on 6/8/2015. On 2/6/2023,
the Company converted to a California corporation as Smart Cups, Inc.

Potential New Loan(s) While Offering is Open

In order for the Company to continue its short-term operational needs, research and development initiatives, and liability
obligations, it is currently in discussions with lenders for the possibility of taking out one or more new loans which may be

executed while this Reg. Crowdfunding offering is open. Please see the Risk Factors and Indebtedness sections of this
Offering Memorandum for further details.

Competitors and Industry
Competitors

Our competition will come from traditional delivery methods for consumer packaged goods. Our challenge will be educating
consumers and gaining adoption over the status quo.

Industry

The global functional beverages market size was estimated at $140.87 billion in 2022 and is assessed to reach around $279.4
billion by 2030 and is poised to grow at a CAGR of 8.94% during the forecast period 2022 to 2030.

By using microencapsulation printing, Smart Cups Technology eliminates the need for liquid-based packaging, reduces
carbon footprint, and improves the delivery and bicavailability of active ingredients. This technology enables companies to
introduce new and improved functional beverages with enhanced flavors, dosing accuracy, and convenience. With its
potential to transform the industry, Smart Cups Technology is poised to shape the future of the functional beverage market.

Source:

https://www.precedenceresearch.com/functional-beverages-market
Current Stage and Roadmap

Current Stage

We are currently in market and generating revenue. We have implemented a patented automated production line and are
seeking capital in order to grow the company.

Future Roadmap

We want to fulfill purchase orders, continue product development as well as R&D, and grow our operational and leadership
teams. This roadmap is expected to be completed over the next 12-18 months after being fully funded.

The Team

Officers and Directors

Name: Chris Hasan Kanik
Chris Hasan Kanik's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

& Position: Founder, CEQ, Secretary, Treasurer, Director
Dates of Service: June, 2015 - Present

Responsibilities: Chris is the Founder and CEO of Smart Cups. Chris receives an annual salary of $375,000 and devotes
nearly all of his working hours towards Smart Cups. Chris also functions as the company’s principal accounting officer.

Other business experience in the past three years:

¢ Emplover: TR Processing
Title: Head of Science and Formulation
Dates of Service: June, 2018 - May, 2023
Responsibilities: Develop new product formulations and evaluate and improve existing product. Chris spends less than
2 hours per week working for TR Processing. formulations across multiple delivery solutions. Coordinate and
cooperate with management and development teams and outside vendors in the provision of the Services. Assist in
the design and implementation of manufacturing processes. Advise potential and current customers in their efforts in
cannabis. Represent TR in requested settings, conferences, forums, panels, etc.



Name: Owen Jude Dolan 11
Owen Jude Dolan Il's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

& Position: Chief Operating Officer
Dates of Service: August, 2017 - Present
Responsibilities: Owen oversees the day-to-day operations of all aspects of the facility and works with the CEQ on
strategic planning. Owen receives an annual salary of $150,000 and devotes nearly all of his working hours towards
smart Cups.

Other business experience in the past three years:

& Emplover: TR Processing
Title: Product Development Operations Manager
Dates of Service: April, 2020 - April, 2022
Responsibilities: I worked with the science and engineering teams supporting the design and implementation of
custom automation equipment.

Other business experience in the past three yvears:

¢ Emplover: AgFuturo
Title: Advisor
Dates of Service: January, 2021 - Present
Responsibilities: At AgFuturo I provide strategic operational and financial support to CEO. Owen spends less than 2
hours per week working in this role.

Name: Jonathan Kotler

Jonathan Kotler's current primary role is with Elion Partners. Jonathan Kotler currently services 2 to 3 hours per week in
their role with the Issuer.

Positions and offices currently held with the issuer:

= Position: Director
Dates of Service: October, 2023 - Present
Responsibilities: Jonathan is a member of Board of Directors.

Other business experience in the past three vears:

e Employer: Elion Partners
Title: Senior Managing Director, General Counsel of Real Estate
Dates of Service: May, 2021 - Present
Responsibilities: Jonathan Kotler is a Senior Managing Director and General Counsel of Real Estate at Elion, is a
member of its Senior Management Committee, and participates in the firm’s Asset Management Committee and
Investment Committee. Jonathan is responsible for providing legal services to, and for the benefit of, Elion's affiliated
discretionary investments.

Other business experience in the past three years:

« Emplover: Empire State Realty Trust
Title: VP, Deputy General Counsel
Dates of Service: March, 2016 - February, 2021
Responsibilities: Jonathan oversaw and handled many matters in our legal department, including real estate and
corporate matters.

Name: Stuart Kotler

Stuart Kotler's current primary role is with Citrin Cooperman Advisors LLC. Stuart Kotler currently services 2 to 3 hours per
week in their role with the lssuer.

Positions and offices currently held with the issuer:



& Position: Director
Dates of Service: October, 2023 - Present
Responsibilities: Stuart is a member of Board of Directors.

Other business experience in the past three yvears:

#* Employer: Berdon LLP
Title: Partner
Dates of Service: September, 1982 - February, 2023
Responsibilities: Often representing clients as the key negotiator in complex transactions, Stu specializes in
structuring, acquisitions, workouts, and tax planning.

Other business experience in the past three years:

¢ Emplover: Citrin Cooperman Advisors LLC
Title: Partner
Dates of Service: February, 2023 - Present
Responsibilities: Often representing clients as the key negotiator in complex transactions, Stu specializes in
structuring, acquisitions, workouts, and tax planning.

Other business experience in the past three years:

= Emplover: Apple Bank For Savings
Title: Director
Dates of Service: January, 2000 - Present
Responsibilities: Stuart is a Member of the (1) Board of Directors, (2) Executive Board, (3) Loan Committee, (4) Asset
& Liabilities Committee, (5) Risk Committee, and (6) Anti Financial Crimes Committee.

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 A 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 is difficult to assess

The valuation for the offering was established by a hired third-party 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 A 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 vear. The exception to this rule is if you
are transferring the stock back to the Company, to an “accredited investor,” as part of an offering registered with the
Commission, to a member of your family, a trust created for the benefit of yvour family, or in connection with vour 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 yvou 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 plaver in the educational software development
industry. However, that may never happen or it may happen at a price that results in you losing money on this investment.

The Company may undergo a future change that could affect your investment

The Company may change its business, management or advisory team, [P portfolio, location of its principal place of
business or production facilities, or other change which may result in adverse effects on vour investment. Additionally, the
Company may alter its corporate structure through a merger, acquisition, consolidation, or other restructuring of its current
corporate entity structure. Should such a future change occur, it would be based on management’s review and
determination that it is in the best interests of the Company.

Your information rights are limited with limited post-closing disclosures

The Company is required to disclose certain information about the Company, its business plan, and its anticipated use of
proceeds, among other things, in this offering. Early-stage companies may be able to provide only limited information
about their business plan and operations because it does not have fully developed operations or a long history to provide
more disclosure. The Company is also only obligated to file information annually regarding its business, including financial
statements. In contrast to publicly listed companies, investors will be entitled only to that post-offering information that is
required to be disclosed to them pursuant to applicable law or regulation, including Regulation CF. Such disclosure
generally requires only that the Company issue an annual report via a Form C-AR. Investors are generally not entitled to
interim updates or financial information.

If the Company cannot raise sufficient funds it will not succeed

The Company, is offering Class A Common Stock in the amount of up to $3,768,772.50 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. lssuing
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. [f 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 subseguent 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's 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.

The amount raised in this offering may include investments from company insiders or immediate family members



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

Reliance on a single service or product
All of our current services are variants on one type of service, providing a platform for online capital formation. Our
revenues are therefore dependent upon the market for online capital formation.

some of our products are still in the prototype phase and might never be operational products

It is possible that there may never be an operational product or that the product may never be used to engage in
transactions. It is possible that the failure to release the product is the result of a change in business model upon the
Company’s making a determination that the business model, or some other factor, will not be in the best interest of the
Company and its stockholders.

Developing new products and technologies entails significant risks and uncertainties

We are currently in the research and development stage and have only manufactured a prototype for several of our printed
food and beverage applications.. Delays or cost overruns in the development of our printed food and beverage beverage
applications and failure of the product to meet our performance estimates may be caused by, among other things,
unanticipated technological hurdles, difficulties in manufacturing, changes to design and regulatory hurdles. Any of these
events could materially and adversely affect our operating performance and results of operations.

Minority Holder; Securities with Voting Rights

The Class A Common Stock that an investor is buying has voting rights attached to them. However, you will be part of the
minarity shareholders of the Company and have agreed to appoint the Chief Executive Officer of the Company (the "CEO™),
or his or her successor, as your voting proxy. You are trusting in management discretion in making good business decisions
that will grow vour 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.

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.

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.

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

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 yvour 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 competing against other recreational activities
Although we are a unique company that caters to a select market, we do compete against other recreational activities. Our
business growth depends on the market interest in the Company over other activities.



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

Smart Cups, LLC was formed on June 8, 2015. It was then converted to a corporation on 2/6/23. 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. Smart Cups, Inc 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.

Vulnerability to Economic Conditions

Economic conditions, both globally and within specific markets, can significantly influence the success of early-stage
startups. Downturns or recessions may lead to reduced consumer spending, limited access to capital, and decreased demand
for the company's products or services. Additionally, factors such as inflation, interest rates, and exchange rate fluctuations
can affect the cost of raw materials, operational expenses, and profitability, potentially impacting the company’s ability to
operate.

We have existing patents that we might not be able to protect properly

One of the Company’s most valuable assets is its intellectual property. The Company’s owns 2 patents and 2 pending as well
as trade secrets.. We believe one of the most valuable components of the Company is our intellectual property portfolio.
Due to the value, competitors may misappropriate or violate the rights owned by the Company. The Company intends to
continue to protect its intellectual property portfolio from such violations. It is important to note that unforeseeable costs
associated with such practices may invade the capital of the Company.

We have pending patent approval’s that might be vulnerable

One of the Company’'s most valuable assets is its intellectual property. The Company’s intellectual property such as patents,
trademarks, copyrights, Internet domain names, and trade secrets may not be registered with the proper authorities. We
believe one of the most valuable components of the Company is our intellectual property portfolio. Due to the value,
competitors may misappropriate or violate the rights owned by the Company. The Company intends to continue to protect
its intellectual property portfolio from such violations. It is important to note that unforeseeable costs associated with such
practices may invade the capital of the Company due to its unregistered intellectual property.

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 successtully
prosecute a multi-year litigation with an uncertain outcome; or because we believe that the cost of enforcing our
trademark(s) or copyright(s) outweighs the value of winning the suit in light of the risks and consequences of losing it; or
for some other reason. Choosing not to enforce our trademark(s) or copyright(s) could have adverse consequences for the
Company, including undermining the credibility of our intellectual property, reducing our ability to enter into sublicenses,
and weakening our attempts to prevent competitors from entering the market. As a result, if we are unable to enforce our
trademark(s) or copyright(s) because of the cost of enforcement, your investment in the Company could be significantly and
adversely affected.

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

To be successful, the Company requires capable people to run its day-to-day operations. As the Company grows, it will need
to attract and hire additional employees in sales, marketing, design, development, operations, finance, legal, human
resources, and other areas. Depending on the economic environment and the Company's performance, we may not be able
to locate or attract qualified individuals for such positions when we need them. We may also make hiring mistakes, which
can be costly in terms of resources spent in recruiting, hiring, and investing in the incorrect individual and in the time delay
in locating the right employee fit. If we are unable to attract, hire and retain the right talent or make too many hiring
mistakes, it is likely our business will suffer from not having the right employees in the right positions at the right time.
This would likely adversely impact the value of your investment.

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
hawve 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 Company is vulnerable to hackers and cyber-attacks

As an internet-based business, we may be vulnerable to hackers who may access the data of our investors and the issuer
companies that utilize our platform. Further, any significant disruption in service on Smart Cups or in its computer systems
could reduce the attractiveness of the platform and result in a loss of investors and companies interested in using our
platform. Further, we rely on a third-party technology provider to provide some of our backup technology. Any disruptions
of services or cyber-attacks either on our technology provider or on Smart Cups could harm our reputation and materially
negatively impact our financial condition and business.

Force majeure events

The Company’s operations may be affected by force majeure events, such as natural disasters, pandemics, acts of terrorism,
war, or other unforeseeable events, which could disrupt the Company's business and operations and adversely affect its
financial condition and operating results.

Adverse publicity
The Company’s business may be negatively impacted by adverse publicity, negative reviews, or social media campaigns that
could harm the Company's reputation, business, financial condition, and operating results.

The Company has a Convertible Security outstanding that has reached maturity

The Company has one Convertible Note currently outstanding totaling $1 10,000 (including interest). While there is a
possibility the noteholder will elect to convert the note to equity, the Company expects the noteholder to request
repayment in cash (principal plus interest). This would reduce the Company's available cash by approximately $110,000.

The Company may enter into one or more new loans while the Crowdfunding offering is open which may affect its financial
health and your investment in the Company

Smart Cups is currently in discussions with lenders regarding potentially taking out one or more new loans in order to
secure additional operating capital for short-term operating needs, research and development initiatives, as well as
intellectual property and accounts payable obligations. The objective is to ensure the Company's continued growth and
success by addressing critical financial requirements and supporting key areas of operation. Additionally, one of the reasons
Smart Cups is considering taking on additional loans is to avoid diluting investors’ ownership in the Company. However, if
the Company defaults on the contemplated loans and is unable to repay them, it may result in financial distress, potentially
leading to additional funding needs that could dilute the ownership of existing and new investors. The loans being
considered have repayment terms of at least twenty-four months. Failure to meet the scheduled repayment obligations
within the specified timeframe may result in penalties, increased interest charges, or potential default. The ability of the
Company to generate sufficient cash flow to meet repayment obligations is subject to various factors, including market
conditions, business performance, and external economic influences. In at least one of the loan scenarios, of $1,000,000 to
$4,000,000, Smart Cups' manufacturing equipment would be used as collateral. In the event of default on this prospective
loan, the lender may exercise its rights to seize the collateral. This could potentially result in the loss of company
manufacturing equipment, impacting the Company's operational capabilities and ability to fulfill its customers’ orders. The
success of Smart Cups' ability to meet any new repayment obligations depends on the Company’s ability to generate
sufficient revenue and maintain a sustainable business model. Outside factors such as market demand, competition,
regulatory changes, and unforeseen events can significantly impact the Company's financial performance and ability to the
obligations of any prospective loans. While Smart Cups will seek to avoid incurring additional debt in the near future, there
remains a possibility the Company may need to enter into one or more new loans while this Regulation Crowdfunding
offering is live and one or more of the risks mentioned above may have a negative impact on, including the entire loss of,
your investment in the Company.

The Company may undergo a future change that could affect your investment

The Company may change its business, management or advisory team, |P portfolio, location of its principal place of
business or production facilities, or other changes that may result in adverse effects on your investment. Additionally, the
Company may alter its corporate structure through a merger, acquisition, consolidation, or other restructuring of its current
corporate entity structure. Should such a future change occur, it would be based on management's review and
determination that it is in the best interests of the Company.

Non-accredited investors may not be eligible to participate in a future merger or acquisition of the Company and may lose a
portion of their investment

Investors should be aware that under Rule 145 under the Securities Act of 1933 if they invest in a company through
Regulation CrowdFunding and that company becomes involved in a merger or acquisition, there may be significant
regulatory implications. Under Rule 145, when a company plans to acquire another and offers its shares as part of the deal,
the transaction may be deemed an offer of securities to the target company's investors, because investors who can vote (or
for whom a proxy is voting on their behalf) are making an investment decision regarding the securities they would receive.



All investors, even those with non-voting shares, may have rights with respect to the merger depending on relevant state
laws. This means the acquirer’s “offer” to the target’s investors would require registration or an exemption from
registration (such as Reg. D or Reg. CF), the burden of which can be substantial. As a result, non-accredited investors may
have their shares repurchased rather than receiving shares in the acquiring company or participating in the acquisition.
This may result in investors® shares being repurchased at a value determined by a third party, which may be at a lesser value
than the original purchase price. Investors should consider the possibility of a cash buyout in such circumstances, which
may not be commensurate with the long-term investment they anticipate.



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
Chris Kanik 7,500,000 Class B Common Stock |82.653%

The Company's Securities

The Company has authorized Class A Common Stock, Class B Common Stock, and Convertible Note. As part of the
Regulation Crowdfunding raise, the Company will be offering up to 1,320,170 of Class A Common Stock.

Class A Common Stock
The amount of security authorized is 90,000,000 with a total of 12,088,688 outstanding.
Voting Rights
1 vote per share. Please see voting rights details in Other Material Rights section below.
Material Rights
The total amount outstanding includes 2,000,000 shares to be issued pursuant to stock options, reserved but unissued.

For further information on the material rights associated with the class of securities, please see the Company's Amended &
Restated Articles of Incorporation, attached as Exhibit F, to the Offering Memorandum.

Voting Rights of Securities Sold in this Offeri

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 Common Stock.

Drag-Along Transactions. In the event that one or more holders of the Company's Common Stock holding a majority of the
then-issued and outstanding shares of all classes of Common Stock (on a fully diluted basis) (the “Selling Holders™)
determine to take any action that would cause a Sale Transaction to occur, the Company or the Selling Holders (or a
designated representative acting on behalf of the Selling Holders) will have the right to deliver written notice thereof to all
other holders of the Company’s Common Stock (the "Dragged Holders™). Such written notice shall contain a description of
the material terms and conditions of the Sale Transaction, including without limitation the identity of the Third Party
Purchaser (as defined below) and the amount and form of per share consideration to be paid by the Third Party Purchaser.
In such an event, all shares of Common Stock held by the Dragged Holders shall be sold or transferred to the Third Party
Purchaser, for the same type and amount of per share consideration and on the same terms as the Selling Holders, upon
consummation of the Sale Transaction.

Tag-Along Transactions. In the event that one or more holders of the Company’s Common Stock (the “Initiating Holders™)
desire to effect a Tag-Along Transaction, the Initiating Holders shall first give written notice (a “Sale Notice™) to all other
holders of the corporation’s Commaon Stock (the "Tag-Along Sellers”), with a copy to the Company offering the Tag-Along
Sellers the option to participate in such Tag-Along Transaction on the terms and conditions set forth in the Sale Notice
{and, in any event, on the same terms and conditions as the Initiating Holders). The Sale Notice shall include the names of
the parties to the proposed Tag-Along Transaction, a summary of the material terms and conditions of the proposed Tag-
Along Transaction, and the proposed amount and form of consideration and the terms and conditions of payment
contemplated by the proposed Tag-Along Transaction. Each Tag-Along Seller may, by written notice to the Initiating
Holders (or their designated representative) delivered within ten business days after delivery of the Sale Notice, elect to sell
shares in such Tag-Along Transaction, on the terms and conditions set forth in the Sale Notice, which terms and conditions
shall be the same as those on which the Initiating Holders’ shares of Common Stock are to be sold (subject to any rights,
privileges and preferences (including dividend rights) to which stockholders are entitled under the Company's Amended and




Restated Articles of Incorporation.
Class B Common Stock

The amount of security authorized is 10,000,000 with a total of 7,500,000 cutstanding.
Voting Rights

5 votes per share.
Material Rights

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

Convertible Note
The security will convert into Class a common and the terms of the Convertible Note are outlined below:

Amount outstanding: $110,000.00

Maturity Date: February 14, 2024

Interest Rate: 10.0%

Discount Rate: %

Valuation Cap: None

Conversion Trigger: See Other Material Rights below.

Material Rights

Amount outstanding includes $10,000 of interest. This note has reached maturity. While the noteholder may still elect to
convert the note to equity, the Company expects to repay the noteholder in cash. Please see Risk Factors for additional
information.

Elective Conversion. Noteholder may elect, prior to the maturity date, elect to convert payment, in whole or in part at his
discretion, from cash to Class A Common Stock. The value of one (1) share of stock shall be fixed at $.065 per share. No
fractional shares shall be issued upon conversion and Company shall round up to the nearest whole share.

What it means to be a minority holder

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

Dilution

Investors should understand the potential for dilution. The investor's stake in a company could be diluted due to the
Company issuing additional shares. In other words, when the company issues more shares, the percentage of the Company
that yvou 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 the number of shares outstanding could result from a stock offering (such as an initial public
offering, another crowdfunding round, a venture capital round, or angel investment), employees exercising stock options, or
by conversion of certain instruments {e.g. convertible bonds, preferred shares or warrants) into stock.<br> 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 [nanlPO;
¢ To the company;
= Toan accredited investor; and

* Toa 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 vears:

#® Type of security sold: Convertible Note
Final amount sold: $100,000.00
Use of proceeds: Operations, AP
Date: December 29, 2022
Offering exemption relied upon: 506(b)

o Type of security sold: Convertible Note
Final amount sold: $100,000.00

Use of proceeds: Operations, AP
Date: February 14, 2023

Offering exemption relied upon: 506(b)

¢ Name: Class A Common Stock
Type of security sold: Equity
Final amount sold: $1,143,489.35
Number of Securities Sold: 1,934,712
Use of proceeds: Research & Development, Company Employment, Working Capital
Date: October 06, 2023
Offering exemption relied upon: Regulation CF

+ Name: Class A Common Stock
Type of security sold: Equity
Final amount sold: $250,000.00
Number of Securities Sold: 84,746
Use of proceeds: Operational overhead and inventory
Date: December 20, 2023
Offering exemption relied upon: 504 exemption

» Name: Class A Common Stock
Type of security sold: Equity
Final amount sold: $33,164.30
Number of Securities Sold: 51,022
Use of proceeds: Operational overhead and inventory
Date: February 29, 2024
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:

Year ended December 31, 2022 compared to yvear ended December 31, 2021
Revenue

Revenue for fiscal year 2021 was $391,250 compared to $216,510 in fiscal year 2022,

We focused less on marketing and sales and used financial resources to complete the engineering project of our automated
production line as we view that as the bigger opportunity for future growth.



Cost of sales
Cost of Sales for fiscal year 2021 was $360,506 compared to $361,802 in fiscal vear 2022,

We attribute the increase to increased pricing of raw materials post-COVID-19. Further, our low volumes of production
forced us to pay premium prices.

Gross margins
Gross margins for fiscal year 2021 were 78.3% compared to 52.97% in fiscal vear 2022.

We attribute this decrease to increasing costs of raw materials post-COVID as well as our strategy to drop prices to liquidate
inventory during our engineering automation project.

Expenses
Expenses for fiscal year 2021 were $2,679,942 compared to $2,541,958 in fiscal year 2022,

The decrease in expenses from 2021 to 2022 can be attributed to a reduction in marketing as well as advertising in
conjunction with the completion of our automated production engineering project.

Historical results and cash flows:

The Company is currently shifting to a growth 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 the new patented automated production
system will increase production capacity which will enable the Company to take on retail distribution. Past cash was
primarily generated through investment. Our goal is to grow our functional beverage business and close 1-3 white-label
deals.

Our initial years in commerce are considered our proof of concept stage. Our total revenue numbers are front-loaded to the
early years. Once we established that there was a market for our technology, we shifted our focus to our automation project
as we viewed high production capacity and white-label deals as the bigger revenue-generating opportunity.

Ligquidity 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 2024, the Company has capital resources available in the form of a credit card from Chase Bank, and roughly
$300,000 of cash in the bank.

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 the funds of this campaign are not critical to our company operations.

We have other funds and capital resources available in addition to the funds from this Regulation Crowdfunding campaign.
We are in discussions with multiple investors and the Founder has resources to support 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?)

We believe the funds from this campaign are not necessary for the viability of the Company. Of the total funds that our
Company has and will obtain, 18% will be made up of funds raised from the crowdfunding campaign, if it raises its
maximum funding goal.

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

If the Company raises the minimum offering amount, we anticipate the Company will be able to operate for at least 3
months. This is based on a current monthly burn rate of $83,000 for expenses related to operational overhead including
salaries and rent, raw materials, and accounts payable. We have salaries of roughly $40K per month, our rent is $10K,
utilities, and our miscellaneous maintenance estimate at $5K per month, the remaining would go to Accounts Payable and
raw materials. But after 3 months, the CEO would execute a loan against the company's equipment so Smart Cups can
realize the revenues from white lable deals. Further, the company is expecting revenues from enterprise deals is has closed.

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



If the Company raises the maximum offering amount, we anticipate the Company will be able to operate for 12 to 18
months if no revenue is generated. This is based on a current monthly burn rate of $83,000 for expenses related to
operational overhead including salaries and rent, raw materials, and accounts payable. We have a roughly salary of $40K per
month, our rent is $10K, utilities and miscellanaoeus maintence estimate at $5K per month, the remaining would go to AP
and raw materials. The length of time is variable, however, because the company can adjust the cash on hand. The goal is to
reach revenue generation with white label deals the company currently has in place.

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 future capital raises in a future
round at a higher valuation and lines of credit that will help grow the Company.

Indebtedness

o Creditor: One or more potential lenders
Amount Owed: $4,000,000.00
Interest Rate: 10.0%
Maturity Date: July 08, 2025
The Company is contemplating taking out one or more new loans which may occur while the offering is open. The
terms of any potential new loan are still uncertain however, the loans being considered carry interest rates that range
from between 10% to 20% per annum. In one of the loan scenarios, of $1M to 34M, Smart Cups’ manufacturing
equipment would be used as collateral. The loans being considered have repayment terms of at least twenty-four
months. Smart Cups has not decided whether it will take on new loans, however, it would like to keep its options for
capital flexible.

e Creditor: Joshua D. Legum
Amount Owed: $100,000.00
Interest Rate: 10.0%
Maturity Date: February 14, 2024
Conversion at any time prior thereto elect to convert payment, in whole or in part, at holders’ sole discretion, from
cash to Class A Common Stock of the Smart Cups, Inc. The value of the one share of stock shall be fixed at $0.65 per
share, regardless of the value of such stock in any trade or any market.

Related Party Transactions

The Company has not conducted any related party transactions

Valuation

Pre-Money Valuation: $57,786,629.60

Valuation Details:

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

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.

Valuation:

Previously, our forward looking growth model indicated that the valuation of Smart Cups, considering our IP and advanced
manufacturing capabilities, exceeded the $50 million mark. This model is substantiated by a strategic growth plan,
conservative expansion strategies, and a burgeoning demand for our innovative packaging solutions. To encourage
investment and secure adequate cash reserves, we purposefully discounted the bridge round. Even with our current share
price set at $2.95, it's important to note that we remain below our initial estimated valuation. We've meticulously evaluated
this through a discount model to prepare this investment opportunity and believe that it is reflective of Smart Cups’
potential to revolutionize the consumer-packaged goods industry and emerge as a leader in sustainable, innovative
packaging solutions.

Below are some additional factors that contribute to our optimism.



Strategic Partnership with Compana: Smart Cups has secured a pivotal two-year partnership with Compana in the pet
category. This strategic alliance not only diversifies our product offerings but also opens up new revenue streams.
Compana's established presence in the pet industry significantly bolsters our growth outlook.

UCLA Study: The publication of the UCLA study has provided robust scientific validation for our technology. This academic
endorsement lends unparalleled credibility to our products, further boosting investor confidence and justitying our elevated
share price.

Gordon Ramsay's Food Stars: Emerging victorious in Gordon Ramsay's Food Stars marked a watershed moment for Smart
Cups. The immense visibility garnered from this global platform has propelled our profile.

Production Capacity: With our newly automated production line achieving strong efficiency gains, we anticipate reaching
capacity by the end of 2024 or mid-2025. To accommodate our expanding production needs, we're already strategizing an
expansion plan.

Market Growth & Trends: Smart Cups operates within the burgeoning functional beverage market, a sector estimated to
surpass $50 billion in North America by 2024, with a CAGR exceeding 6%. Moreover, our groundbreaking technology
extends to the global consumer packaged goods (CPG) market, valued at over $2 trillion. We believe that the convergence of
our innovation with the growing demand for sustainability aligns Smart Cups favorably for widespread adoption.

The Value of the Company's Assets: Smart Cups possesses a portfolio of valuable assets, including substantial hard
equipment assets. Our automated production/station line, valued at over $7 million, features custom-designed and

fabricated manufacturing equipment. This valuation is based on a meticulous assessment of each equipment component's
replacement cost, such as the Main Dial, Stencil Indexer, Bottom Depositor, Tray Handler, and Mixers, conducted by the
equipment manufacturer responsible for Smart Cups” machinery.

Intellectual Property: The Company holds a collection of pending and issued patents that underline our innovative edge.
With two pending utility patent applications (Gripper Handling System and Drum Stencil Printing System) and one pending
design patent (Printed Beverage Container).

Management's Prior Achievements & Success: Our dynamic leadership team brings a wealth of experience encompassing

R&D, consulting for CPG and Pharma firms, product development, branding, launch strategies, intellectual property law,
tax strategies, and contract negotiation. These accomplishments and diverse skill sets fortify Smart Cups’ foundation.

Business Partnerships & Relationships: We are actively engaged in discussions with several mid and large-level CPG
companies for white-label collaborations, alongside negotiations with prominent celebrities for endorsements.

Use of Proceeds
If we raise the Target Offering Amount of $14,997.280 we plan to use these proceeds as follows:

# StartEngine Platform Fees
5.5%

e StartEngine Service Fees
94.5%

Fees for certain services provided by StartEngine
If we raise the over allotment amount of $3,894,501.50, we plan to use these proceeds as follows:

# StartEngine Platform Fees
5.5%

# StartEngine Service Fees
1.0%

Fees for certain services provided by StartEngine

e Research & Development
13.5%
We will use 13.5% of the funds raised for market and customer research, new product development and market testing.

e [nventory
35.0%
We will use 35% of the funds raised to purchase inventory for the Company’s functional beverages in preparation of
commercialization of strategic applications including energy drinks, mouthwash and sleep & relaxation.

« Working Capital
30.0%
We will use 30% of the funds for working capital to cover expenses for ongoing day-to-day operations of the Company



as well as accounts payable.

= Company Employment
15.0%
We will use 15% of the funds to hire key personnel for daily operations, including the following roles: CFO and
Business Development. Wages to be commensurate with training, experience and position.

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 davys after Fiscal Year End). Once posted, the annual report may be found on the Company’s website at
https://smartcups.com,/ (www.smartcups.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) 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;

(%) 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/smart-cups

Investing Process

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

C/O To the Board of Directors
Smart Cups, Inc. (formerly, Smart Cups LLC)
Mission Viejo, California

Opinion

We have audited the financial statements of Smart Cups, LLC, which comprise the balance sheets as of December
31, 2022, and December 31, 2021, and the related statements of income, changes in members’ equity, and cash
flows for the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of Smart Cups, LLC as of December 31, 2022, and 2021, and the results of its operations and its cash flows for
each of the years then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
(GAAS). Dur responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of Smart Cups, LLC.
and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Responsibilities of Management for the Financial Statements

The Company's management is responsible for the preparation and fair presentation of the financial statements
in accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Smart Cups, LLC's ability to continue as a going
concern for the period of twelve months from the date of issuance of these financial statements.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement when it
exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users made on the basis of these financial statements.

In performing an audit in accordance with GAAS, we:

« Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements.

+« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
Smart Cups, LLC's intermal control. Accordingly, no such opinion is expressed.

= Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.



= Conclude whether, in our judgment, there are conditions or events, consideread in the aggregate, that raise
substantial doubt about Smart Cups, LLC's ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Going Concern

As discussed in Note 14, 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 concern.

Restatement

As discussed in Note 2 to the financial statements, the Company has restated its 2022 financial statements

%ﬁﬂqﬁ?ﬂk‘t F(J

January 2, 2024
Los Angeles, California



SmART Cups LLC
BALANCE SHEETS (RESTATED)

RESTATED
As of December 31, 2022 2021
(USD 5 in Dollars)
ASSETS
Current Assets:
Cash & Cash Equivalents 90,920 S 60,750
Inventory 318,885 295,123
Total Current Assets 409,805 355,873
Property and Equipment, net 2,926,732 2,137,337
Equity Securities - 10,322,044
Right-of-Use Assets 1,137,908 -
Total Assets 7,474,446 5 15,815,254
LIABILITIES AND MEMBERS' EQUITY
Current Liabilities:
Accounts Payable 917,503 S -
Credit Cards 90,472 20,045
Shareholder Loan 32,927 24,500
Operating Lease Liabilities -Short-term 120,000 -
Convertible Note 100,000 -
Accrued Interest on Convertible Note 110 -
Other Current Liabilities 12,804 45,462
Total Current Liabilities 1,273,815 90,007
Operating Lease Liabilities -Long-term 1,017,908 -
Total Liabilities 2,291,723 90,007
MEMBERS' EQUITY
Members' Equity 5,182,724 15,725,247
Total Members' Equity 5,182,724 15,725,247
Total Liabilities and Members' Equity 7474446 S 15,815,254

See accompanying notes to financial statements.




SmART Cups LLC
STATEMENTS OF OPERATIONS (RESTATED)

For Fiscal Year Ended December 31,

(USD S in Dollars)
Net Revenue
Cost of Goods Sold
Gross Profit

Operating Expenses
General and Administrative
Research and Development
Sales and Marketing
Total Operating Expenses

Operating Income/(Loss)

Interest Expense

Other Loss/{Income)

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

Net Income/(Net Loss)

See accompanying notes to financial statements.

RESTATED

2022 2021
5 216,510 5 391,250
361,802 360,506
(145,292) 30,744
2,058,024 1,730,088
52,596 133,881
431,338 815,973
2,541,958 2,679,942
(2,687,250) (2,649,198)
12,660 -
569 (270,994)
(2,700,479) (2,378,204)
$  (2,700,479) $  (2,378,204)




SmART Cups LLC
STATEMENTS OF CHANGES IN MEMBERS' EQUITY (RESTATED)

(USD 5 in Dollars)

Balance—December 31, 2020

RESTATED
Members' Equity

5 3,715,609

Cash Contributions 14,387,842
Net Income/(Loss) (2,378,204)
Balance—December 31, 2021 5 15,725,247
Cash Contributions 2,480,000
Nonmonetary Distributions (10,322,044)
Re-organization -
MNet Income/(Loss) (2,700,479)
Balance—December 31, 2022 RESTATED 5 5,182,724

See accompanying notes to financial statements.



SmART Cups LLC
STATEMENTS OF CASH FLOWS (RESTATED)

RESTATED
For Fiscal Year Ended December 31, 2022 2021
(USD % in Dollars)
CASH FLOW FROM OPERATING ACTIVITIES
Met income/(loss) 5 (2,700,479) 5 (2,378,204)
Adjustments to reconcile net income to net cash provided/{used) by operating activities:
Depreciation of Property 1,051,642 703,609
Non-operating income 569
Changes in operating assets and liabilities:
Inventary (23,762) (295,123)
Accrued Interest on Convertible Mote 110
Accounts Payable 917,503 -
Credit Cards 70,426 20,045
Other Current Liabilities (32,658) (3,658)
MNet cash provided/(used) by operating activities (716,649) (1,953,331)
CASH FLOW FROM INVESTING ACTIVITIES
Purchases of Property and Equipment (1,841,039) (4,115,188)
Investment in Equity Securities - (8,322,044)
Net cash provided/{used) in investing activities (1,841,039)  (12,437,232)
CASH FLOW FROM FINANCING ACTIVITIES
Cash Contributions by Member 2,480,000 14,387 842
Nonmonetary Distribution - -
Non-operating income (569) -
Barrowing on Shareholder Loans 8,427 24,500
Borrowing on Convertible Notes 100,000 -
Met cash provided/(used) by financing activities 2,587,858 14,412 342
Change in cash 30,170 21,779
Cash—beginning of year 60,750 38,971
Cash—end of year $ 90,920 % 60,750
OTHER NOMNCASH INVESTING AND FINAMNCING ACTIVITIES AND SUPPLEMENTAL DISCLOSURES
Monmonetary exchange of Equity Securities for Member Capital 5 10,322,044 & -
Issuance of Class P equity 5 10,000,000 5 -
Relinquishment of Class A equity 5 (10,000,000) S -

See accompanying notes to financial statements.



SmART Cups LLC
NOTES TO THE FINANCIAL STATEMENTS (RESTATED)
FOR THE YEARS ENDED DECEMBER 3n1I 2022 anD 2021

1. NATURE OF OPERATIONS

Smart Cups LLC was formed on June 8, 2015, in the state of California. The financial statements of Smart Cups LLC (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. GAAPY), The Company’s headquarters are in Mission Viejo,

California,

Smart Cups LLC is a pioneering company revolutionizing the beverage industry with its innovative approach to packaging
and sustainability. The Company has a patented delivery system platform, known as the "World's First Printed
Beverage”, utilizing microencapsulation printing to eliminate excessive packaging and shipping waste associated with
traditional liguid-based products. Removing the need for shipping water significantly reduces shipping space, weight,
costs, and carbon footprint. Traditional liguid-based consumer products pose environmental and practical challenges
due to their transportation impact. With microencapsulation printing technology, the Company offers a solution that
not only addresses these challenges but also enhances product performance. The Company's precise dosing ensures
consistent results while improving the bicavailability of active ingredients in its products. Smart Cups Technology has a
wide range of applications and potential across various industries. Some of the key industries and applications where
its innovative technology may make a significant impact are food, beverage, pharmaceuticals, cosmetics, pet
supplements, and industrial cleaning. Smart Cups is committed to health, convenience, and environmental
responsibility. The Company has raised over 518 million and is recognized in renowned publications like Time Magazine,
Forbes, and Entrepreneur as well as television programs such as FOX's Gordon Ramsay's Food Stars, FOX and Friends,
and TMZ among many others

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 deposit
accounts, at times, may exceed federally insured limits. As of December 31, 2022, and December 31, 2021, the
Company's cash and cash equivalents did not exceed FDIC insured limits.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are recorded at a 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
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SmART Cups LLC
NOTES TO FINANCIAL STATEMENTS (RESTATED)
FOR THE YEARS ENDED DECEMBER 3n1I 2022 anD 2021

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,
2022, and 2021, the Company determined that no reserve was necessary.

Inventories

Inventories are valued at the lower cost or net realizable value. Costs related to ingredients and finished goods are
determined using the First-In, First-0Out (FIFO) method. Cost related to raw materials are determined using an average
method.

Capitalization of Other Assets

The Company capitalizes its costs on the basis of GAAP [ASC 350 - Intangibles, Goodwill and Other Assets). When a
realizable future income is known and measurable, it will capitalize associated costs accordingly.

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
Equipment 7 years
Furniture and Equipment 7 years
Leasehold Improvements 15 years
Machinery & Equipment 5-15 years

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, 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




SmART Cups LLC
NOTES TO FINANCIAL STATEMENTS (RESTATED)

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

The Company is taxed as a Limited Liability Company (LLC). Under these provisions, the Company does not pay corporate
income taxes on its taxable income. Instead, the shareholders are liable for individual federal and state income taxes on
their respective shares of the Company’s taxable income. The Company has filed all its tax returns from inception
through December 31, 2022, and is not yet subject to tax examination by the Internal Revenue Service or state
regulatory agencies.

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 item has shipped and has fulfilled its sole performance
obligation.

Revenue recognition, according to Topic 606, is determined using the following steps:

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) Identification of performance obligations in the contract: performance obligations consist of a promise 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 its products,

Cost of sales

Costs of goods sold include the cost of raw materials, ingredients, and freight & delivery.

Advertising and Promotion

Advertising and promotional costs are expensed as incurred. Advertising and promotional expenses for the years ended
December 31, 2022, and December 31, 2021, amounted to $431,338 and 5815,973, which is included in sales and
marketing expenses,

Research and Development Costs

Subject to the Company’s capitalization policies, costs incurred in the research and development of the Company’s
products are expensed as incurred.

Fair Value of Financial Instruments




SmART Cups LLC
NOTES TO FINANCIAL STATEMENTS (RESTATED)
FOR THE YEARS ENDED DECEMBER 3n1I 2022 anD 2021

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 uncbservable inputs used
in valuation technigues. These levels, in order of highest to lowest priority, are described below:

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

Level 2—Q0bservable 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
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.

Recently Issued and Adopted Accounting Pronouncements

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.

Lease Accounting

In February 2016, the FASB issued ASU No. 2016-02, leases (Topic 842). The new standard introduces a new lessee
model that brings substantially all leases onto the balance sheets, The amendments in the ASU are effective for fiscal
years beginning after December 15, 2021.

We adopted the standard effective January 1, 2022, using the modified retrospective adoption method which allowed
us to initially apply the new standard at the adoption date and recognize a cumulative-effect adjustment to the opening
balance of accumulated deficit. In connection with our adoption of the new lease pronouncement, we recorded a charge
to retained earnings.

Effects of Adoption
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SmART Cups LLC
NOTES TO FINANCIAL STATEMENTS (RESTATED)

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

We have elected to use the practical expedient package that allows us to not reassess: (1) whether any expired or
existing contracts are or contain leases, (2) lease classification for any expired or existing leases and (3) initial direct
costs for any expired or existing leases. We additionally elected to use the practical expedients that allow lessees to: (1)
treat the lease and non-lease components of leases as a single lease component for all of our leases and (2) not recognize
on our balance sheet leases with terms less than twelve months.

We determine if an arrangement is a lease at inception. We lease certain manufacturing facilities, warehouses, offices,
machinery and equipment, vehicles and office equipment under operating leases. Under the new standard, operating
leases result in the recognition of Right-of-Use (“ROU") assets and lease liabilities on the consolidated balance sheet,
ROU assets represent our right to use the leased asset for the lease term and lease liabilities represent our obligation
to make lease payments. Under the new standard, operating lease ROU assets and liabilities are recognized at
commencement date based on the present value of lease payments over the lease term. As most of our leases do not
provide an implicit rate, upon adoption of the new standard, we used our estimated incremental borrowing rate based
on the information available, including lease term, as of January 1, 2022, to determine the present value of lease
payments, Operating lease ROU assets are adjusted for any lease payments made prior to Jlanuary 1, 2022, and any lease
incentives. Our leases do not include options to extend or terminate the original lease term. Operating lease expense
under the new standard is recognized on a straight-line basis over the lease term.

Summoary of Effects of Lease Accounting Standard Update Adopted in 2022

The cumulative effects of the changes below have been added to the balance sheet as of the beginning of 2022 as a
result of the adoption of the accounting standard update on leases:

Operating lease right-of-use assets, net of amortization 1,137
Current portion of operating lease liability S 120,000
Mon-current portion of operating lease liability 1,017,908
Total operating lease liability 51,137,908
The maturities of operating lease liabilities as of December 31, 2022, are as follows:
2023 $120,000
2024 172,000
2025 433,440
2026 442,108
2027 374,544
Total of lease payments 1,542,093
Less: Interest portion (404,185)
Present value of operating lease liability 51,137,908

3. RESTATEMENT OF DECEMBER 31, 2022 REVIEWED FINANCIAL STATEMENTS
We have restated the December 31, 2022, reviewed financial statements to reflect the Company’s restructuring event
on October 3, 2022, and recognition of accounts payable relating to the year ended December 31, 2022, previously

excluded from the financial statements.

Restructuring Event
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SmART Cups LLC
NOTES TO FINANCIAL STATEMENTS (RESTATED)

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

This report restatement utilizes equity accounting according to Accounting Standards Codification Number 505: Equity.
The previous review report initially issued on June 13, 2023, reflected the event as other income during the year in the
Statement of Operations. The impact of this restatement reduced 2022 Other Non-operating Income by the amount of
59,782,350, and reduced Members” Equity by the amount of 5100,189 as of December 31, 2022,

Net cash used by investing activities increased by 510,186,244 because the previous Statement of Cash Flows accounted
for the eqguity restructuring event as a cash inflow, while it was a nonmonetary exchange.

See Footnote 8: Equity Restructuring

Accounts Payable

Accounts payables were restated as it was determined that an additional 5874,241 in payables were previously excluded
from the financial statements as of and for the year ended December 31, 2022 These payables had the impact of

increasing operating expenses and capitalized property and equipment.

4. INVENTORY

Inventory consists of the following items:

As of December 31, 2022 2021

Ingredients S 27856 5 19,203
Finished Products 291,029 275,920
Total Inventory $ 318,885 & 295123

5. DETAILS OF CERTAIN ASSETS AND LIABILITIES

Accounts receivable consist primarily of trade receivables, and accounts payable consist primarily of trade payables.

Other current liabilities consist of the following items:

As of December 31, 2022 2021

Accrued Expenses S - S 22,073
Accrued Payroll 12,721 23,306
Sales Tax Payable 83 83
Total Other Current Liabilities $ 12,804 §S 45,462
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SmART Cups LLC
NOTES TO FINANCIAL STATEMENTS (RESTATED)

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

6. PROPERTY AND EQUIPMENT

As of December 31, 2022, and December 31, 2021, property and eguipment consist of:

As of Year Ended December 31, 2022 2021

Equipment S 2,204,825 5 5,199,800
Furniture and Equipment 20,643 7,338
Leasehold Improvements 376,789 376,789
Machinery & Eguipment 3,781,787 1,823,280
Property and Equipment, at Cost 9,384,045 7,407,207
Accumulated depreciation (3,321,512) (2,269,870)
Property and Equipment, Net s 6,062,532 5 5,137,337

Depreciation expense for the fiscal years ended December 31, 2022, and 2021 was 51,051,642 and 5703,609,
respectively,

7. MEMBERS' EQUITY

The ownership percentages of the members are as follows:

As of Year Ended December 31, 2022

Member's name Ownership percentage

Chris Kanik 95.0%
Darrell L. Knudson 5.0%
TOTAL 100.0%

8. EQUITY RESTRUCTURING

Since its inception, except for trade accounts totaling up to 52.5 million, the Company was financed exclusively by capital
contributions from Mr. Knudson in the amount of 529.4 million until October 3, 2022, On October 3, 2022, the Company
entered into the Assignment and Assumption of Membership Interest Agreement with Mr. Knudson. Following is a
summary of the nonmonetary exchange:

a. Mr. Knudson received a 510,000,000 preferred capital account,

b. The Company transferred its equity investments valued at $10,322,044 as of December 31, 2021, to Mr. Knudson.;
and,

c. In exchange for the relinquishment of Mr. Knudson's previous $29.4 million capital contribution interest, the
Company's Managing Member, Mr. Kanik, received 100% voting rights.

On October 3, 2022, the Members executed the Amended and Restated Operating Agreement of Smart Cups, LLC. The
new Operating Agreement set forth the Members as follows:
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SmART Cups LLC
NOTES TO FINANCIAL STATEMENTS (RESTATED)

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

Class A Member — Chris Kanik with 95 percent interest; and,

Class P Member — Darrell L. Knudson with 5 percent interest, and 510,000,000 preferred capital contribution.

The Class A Member who is also named the Managing Member has voting rights.

The Class P Member does not have voting rights and is entitled to: (i) interest on his 510,000,000 preferred capital
contribution in the amount of 4% per annum; (i} return of his 510,000,000 preferred capital contribution prior to
payment of any profit distributions to any other Member or investor; and (iii) his percentage interest of 5% shall be non-

dilutable and continue as such in perpetuity.

The following table presents the changes in members’ equity identifying the members and ownership classes:

Class A Class A Accumulated
(Knudson) (F.anik) Class P Deficit Total

Member Capital, December 31, 2020 $12772000 % L - B(9,056,391) % 3,715,609
Cash Contributions 14,387,542 - 14,387,842
Met Loss - - (2,378,204)  (2,378,204)
Member Capital, December 31, 2021 27,159,842 - - (11,434,595) 15,725,247
Cash Contributions 2,480,000 - 2,480,000
Nonmonetary Distributions (10,322,044) - - - (10,322,044)
Reorganization (19,317,798) 10,000,000 8.317,798
Mel Loss - - - (2,700,479)  (2,700,479)
Member Capital, December 31, 2022 ;3 $ $10,000,000  $(4,817.276) $5.182,724

9. DEBT

Owner Loans

During the years presented, the company borrowed money from the owners. The details of the loans from the owners

are as follows:

Far the Fear Erded Decpmbar 7033 Far the Year Ended Ducember 2021
Frindipal  ITREi=1 1N sl Fibkd Chivaar R -Liimear Teirad WPl Al i P D 0
Tharesr Hmourk Fatip Eorrerwing Pared Miluriy Defs Exparan Irkmreyl Porimn Fortizn I=debtednmm Erparan It Farbion
Chrin Barnik $ M= OO 208221 1235/ 3007 1 H - H - -9 - I 5 - H H M50 5
Chrin Eanik 5 MAY OO Q71301 35352005 & 3 -] 1LET 3 - -] ILEET |5 - 3 . 3
Tezal ] 3 ] 13537 5 - & 33537 | 5 - % 3 150 5

The imputed interest for 0% interest loans was deemed immaterial and thus not recorded.
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NOTES TO FINANCIAL STATEMENTS (RESTATED)
FOR THE YEARS ENDED DECEMBER 3n1I 2022 anD 2021

Convertible Note(s)

Below are the details of the convertible notes:

Far the Year Ended December 2022 For the Year Ended December 2031
PFrincipa Iriterest Matunty |Interest  Accrued Curremt  Moe-Currend Total brrterest  Accrued Current  Mon-Current Total
Db Instrument Mams  Asmount Raté  Borrewing Perod Date Expense  Iniesast Pamion Pamian Indebaodness| Eapanse  Imterest  Portion Portices  Indebiedniess
lason Marzocchio 4 100,000 2 20.00% 13/29f2022 13/29/2023] 110 110 100,000 100,110
Total 5 110 5 110 5100000 % " & 10g11o| & " 5 . g . 5 - ]

The convertible notes are convertible into common shares at a conversion price. The conversion price is defined as 50.65
per share. Since the conversion feature is convertible into a variable number of shares and does not have fixed-for-fixed
features, the conversion feature was not bifurcated and recorded separately.

10. RELATED PARTY

The Company has borrowed money from one of its members, Chris Kanik. As of December 31, 2022, and December 31,
2021, the outstanding amount of these loans is 532,927 and 524,500, respectively. Additionally, the Company’s credit
card debts are secured by guarantees from the Members.

The Company leases its facilities from one of the members of the entity. On October 22, 2022, the Company entered
into a five-year lease agreement for the entire building of Smart Cups HQ at a reduced rent of 510,000 per month for
the first 2 years, plus CAM, utilities, landscaping, property taxes, insurance, etc, as specified in the lease, At the beginning
of the 3" year a market-rate lease resumes at 536,000 per month with a 2% increase per year.

11. CROWDFUNDING PUBLIC OFFERING

On July 6, 2023, the Company launched, via a United S5tates Securities and Exchange Commission funding portal
StartEngine, a Regulation CF Offering to offer up to 2,043,256 shares of Class A Common Stock at 50.65 per share. Upon
successful completion of the offering, the Company sold 2,043,256 shares (the maximum number allowed by securities
laws) and raised a total of 51,170,735, before related fees. Fees relating to the campaign totaled 579,391, Net proceeds
from this campaign totaled 51,091,344,

12. COMMITMENTS AND CONTINGENCIES

Contingencies

The Company's operations are subject to a variety of local and state regulations. 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

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, 2022, 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.
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Offer to Rescind the Initial Crowdfunding Campaign

As a conseguence of the re-issuance of the accountants’ review report on the December 31, 2022, financial statements,
initially issued on June 13, 2023, the Company is offering to all of the participants in its July 6, 2023, Crowdfunding
Offering a right to rescind. This disclosure is being provided on the basis that it is a loss contingency and while the loss
cannot be reasonably estimated at this time, if sustained, may be material. Management has evaluated this and has
concluded that these financial statements do not reguire any adjustment associated with the rescission action plan.

13. SUBSEQUENT EVENTS

The Company has evaluated subsequent events for the period from December 31, 2022, through January 2, 2024,

On February 6, 2023, the Company filed for conversion from a limited liability company to a California stock corporation.
The total number of shares the corporation initially was authorized to issue is 100,000,000 (one class or series of shares).

On February 14, 2023, the Company issued a promissory convertible note to Joshua D. Legum in the principal amount
of 5100,000. This note bears interest of 10% per annum and matures on February 14, 2024. The holders of this note
may at any time prior thereto elect to convert payment, in whole or in part, at holders’ sole discretion, from cash to
Class A Common Stock of Smart Cups, Inc. The value of the one share of stock shall be fixed at $0.65 per share, regardless
of the value of such stock in any trade or any market.

As of May 12, 2023, according to the Company’'s Amended and Restated Articles of Incorporation, the Company is
authorized to issue Class A Common 5tock and Class B Common Stock. Both classes of shares have voting rights. The
total number of shares of stock that the corporation is autherized to issue is One Hundred Million (100,000,000) shares.
Ninety Million (90,000,000) shares shall be Class A Common Stock, at a par value of 5.0001 per share and Ten Million
(10,000,000) shares shall be Class B Common Stock at a par value of 5.0001 per share. Coinciding with this change, the
previous LLC membership interest of 510 million Class P preferred shares owned by Mr. Knudson was converted to 7.5
million shares of Class A Common Stock. Mr. Knudson also invested an additional 5250,000 at 50.65 per share.

On May 25th, 2023, Smart Cups executed an exclusive two-year Development Agreement with Manna Pro Products, LLC
dba Compana Pet Brands ("Compana"), pursuant to which Smart Cups agreed to develop certain prototypes of
recyclable pet bowls printed with accurate doses of pet supplements.

On August 16, 2023, Smart Cups CEO, Chris Kanik, won season one of FOX's Gordon Ramsay's Food Stars, earning an
investment of $250,000 for the Company.

On May 7, 2023, the Company authorized its 2023 Equity Incentive Plan. As of January 2, 2024, the Company reserved
2,000,000 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. As of January 2, 2024, the Company has issued 1,600,000 shares to employees, non-employee
directors, and non-employee consultants.

There have been no other events or transactions during this time which would have a material effect on these financial
statements.
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14. 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 not generated
operating profits since its inception and has sustained accumulated deficits of 54,817,276 as of December 21, 2022,
Prior to December 31, 2022, a former majority member funded the operating losses. The Company incurred a net
operating cash flow loss for the year ended December 31, 2022, in the amount of 5716,649. As of December 31, 2022,
the Company’s liquid assets in the form of cash and cash equivalents amounted to 590,920. The Company’s situation
raises a substantial doubt on whether the entity can continue as a going concern in the next twelve months as of the
date of issuance of these financial statements. (Also see Note 12 — Offer to Rescind the Initial Crowdfunding Campaign)

The Company is attempting to further implement its business plan and generate sufficient revenues; however, its cash
position may not be sufficient to support its daily operations. While the Company believes in the viability of its strategy
to further implement its business plan and generate sufficient revenues and in its ability to raise additional funds, there
can be no assurance that it will be able to do so on reasonable terms, or at all.

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 equ