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

Cannabox, Inc.
2801 E. Camelback Rd. STE 200 PMB 33
Phoenix, AZ 85004
https://www.cannabox.com/

Up to $307,999.50 in Common Units at $1.14
Minimum Target Amount: $9,998.94

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

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

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

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



Company:

Company: Cannabox, Inc.

Address: 2801 E. Camelback Rd. STE 200 PMB 33, Phoenix, AZ 85004
State of Incorporation: DE

Date Incorporated: September 16, 2013

Terms:

Equity

Offering Minimum: $9,998.94 | 8,771 shares of Common Units
Offering Maximum: $307,999.50 | 270,175 shares of Common Units
Type of Security Offered: Common Units

Purchase Price of Security Offered: $1.14

Minimum Investment Amount (per investor): $107.16

Voting Rights of Securities Sold in this Offering

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

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

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

Invest within the first 48 hours and receive additional 10% bonus shares.



Super Early Bird Bonus

Invest within the first week and receive additional 5% bonus shares.

Early Bird Bonus

Invest within the first two weeks and receive an additional 3% bonus shares.
Amount-Based

$500+

Invest $500+ and receive a one-time 20% off our online smoke shop.

$1,000+

Invest $1,000+ and receive 5% bonus shares + one-time20% off our online smoke shop.
$5,000+

Invest $5,000+ and receive 7% bonus shares + one-time 20% off our online smoke shop
+ 1 month subscription to Cannabox.

$10,000+

Invest $10,000 and receive 10% bonus shares + 3-month subscription to Cannabox +
one-time 20% off our online smoke shop.

$25,000+

Invest $25000 and receive 12% bonus shares + a one-time 20% off code for our online
smoke shop + Design your own Cannabox! Help us pick out all the products + theme
for a month.

*All perks occur when the offering is completed.

The 10% StartEngine Owners' Bonus

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

This means eligible StartEngine shareholders will receive a 10% bonus for any shares
they purchase in this offering. For example, if you buy 100 shares of Common Stock at
$1.14 / share, yvou will receive 110 shares of Common Stock, meaning you'll own 110
shares for $114. Fractional shares will not be distributed and share bonuses will be
determined by rounding down to the nearest whole share.

This 10% Bonus is only valid during the investors eligibility period. Investors eligible
for this bonus will also have priority if they are on a waitlist to invest and the company
surpasses its maximum funding goal. They will have the first opportunity to invest



should room in the offering become available if prior investments are cancelled or fail.

Investors will only receive a single bonus, which will be the highest bonus rate they
are eligible for.

The Company and its Business

Company Overview

Cannabox 1s a monthly subscription box for cannabis accessories. Each month, get a
curated selection of glass, rolling papers, wraps, gear, snacks, and more. All products
are sourced carefully to make sure our customers are getting everything they need
every month. We also offer an online retail shop in which customers can purchase
what they need when they need it.

Cannabox is a corporation organized under the laws of the state of Delaware that ships
monthly curated boxes with cannabis accessories. Cannabox’ business model consists
of curated monthly boxes of cannabis accessories focused on consumers who use
cannabis daily. Our cannabis accessories and subscription boxes are sold
internationally, direct-to-consumer online. Cannabox has the potential to tap into the
global cannabis market that is estimated to grow to $55.9B by 2026. We've already had
$14m in sales to date, 800k audience on social media, 35.9% YOY growth, and were
one of the first to market.

Competitors and Industry

Cannabox was one of the very first in the cannabis accessory subscription box space.
Since most products in our box are non-durable, the cannabis accessory subscription
box makes sense for daily marijuana users to replenish the products they use every
day. Our competitors include Hemper, Daily High Club, and Hippie Butler.

The global cannabis market is currently estimated at $21B and is predicted to reach
$55.9B in revenue by 2026.

The Company has several major competitors in the cannabis accessory subscription
box market. Some of the top competitors in our industry include Hemper, Daily High
Club, and Hippie Butler. Hemper is the industry leader and Cannabox’s primary
competition in the cannabis accessory subscription box industry. Daily High Club also
owns a significant market share and has a major community online. Hemper and DHC
are direct competitors of similar size and development. Despite the present
competitive landscape, Cannabox stands out in the cannabis accessory subscription
box industry because of branding, design, curation, and time/experience in the market.
Cannabox was the very first cannabis accessory subscription box to market.

Current Stage and Roadmap

Cannabox has raised $230k in Reg CF securities via Republic.co. We are in a revenue
growth stage and we are continuing to grow on an average of 35.9% YOY.



Cannabox' subscription box and branded accessories are currently on the market and
generating sales.

Cannabox' efforts for the next few years will be focused on adding and retaining new
subscribers through dispensary booth campaigns, trade show campaigns, launching
exclusive products through our membership, distributing our own branded products to
retail shops, hiring more product designers, sales reps & business development
operations, sponsored products, opening an extra shipping facility to shorten shipping
and handling times, and major PR outreach. We have always had new, exclusive, and
innovative products planned indefinitely for our monthly subscribers in order to
retain customers longer.

The Team

Officers and Directors

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

e Position: CEO & Director
Dates of Service: September 10, 2013 - Present
Responsibilities: Financials, web development, hiring, technical support,
business development. Salary: $100k Equity: 95%

Other business experience in the past three years:

e Employer: High&Dry Relief
Title: CEO
Dates of Service: June 01, 2021 - Present
Responsibilities: Financials, web development, hiring, technical support,
business development. Salary: $100k Equity: 80%

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

e Position: COO & Secretary
Dates of Service: July 15, 2017 - Present
Responsibilities: Marketing, curation, social media management, warehouse
management, shipping management, business development, sales, shop
management, email blasts. Salary: $52k Equity: 5%



Other business experience in the past three years:

e Employer: High&Dry Relief
Title: COO
Dates of Service: June 01, 2021 - Present
Responsibilities: Marketing, curation, social media management, warehouse
management, shipping management, business development, sales, shop
management, email blasts. Salary: $52k Equity: 20%

Risk Factors

The SEC requires the company to identify risks that are specific to its business and its
financial condition. The company is still subject to all the same risks that all
companies in its business, and all companies in the economy, are exposed to. These
include risks relating to economic downturns, political and economic events and
technological developments (such as hacking and the ability to prevent hacking).
Additionally, early-stage companies are inherently more risky than more developed
companies. You should consider general risks as well as specific risks when deciding
whether to invest.

These are the risks that relate to the Company:

Uncertain Risk

An investment in the Company (also referred to as “we”, “us”, “our”, or “Company”)
involves a high degree of risk and should only be considered by those who can afford
the loss of their entire investment. Furthermore, the purchase of any of the common
stock should only be undertaken by persons whose financial resources are sufficient to
enable them to indefinitely retain an illiquid investment. Each investor in the
Company should consider all of the information provided to such potential investor
regarding the Company as well as the following risk factors, in addition to the other
information listed in the Company’s Form C. The following risk factors are not
intended, and shall not be deemed to be, a complete description of the commercial
and other risks inherent in the investment in the Company.

Our business projections are only projections

There can be no assurance that the Company will meet our projections. There can be
no assurance that the Company will be able to find sufficient demand for our product,
that people think it’s a better option than a competing product, or that we will able to
provide the service at a level that allows the Company to make a profit and still attract
business.

Any valuation at this stage is difficult to assess

The valuation for the offering was established by the Company. Unlike listed
companies that are valued publicly through market-driven stock prices, the valuation
of private companies, especially startups, is difficult to assess and you may risk
overpaving for yvour investment.



The transferability of the Securities you are buying is limited

Any common stock purchased through this crowdfunding campaign is subject to SEC
limitations of transfer. This means that the stock/note that you purchase cannot be
resold for a period of one year. The exception to this rule is if you are transferring the
stock back to the Company, to an “accredited investor,” as part of an offering
registered with the Commission, to a member of vour family, trust created for the
benefit of your family, or in connection with your death or divorce,

Your investment could be illiquid for a long time

You should be prepared to hold this investment for several years or longer. For the 12
months following your investment there will be restrictions on how you can resell the
securities you receive. More importantly, there is no established market for these
securities and there may never be one. As a result, if 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 player 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.

Projections: Forward Looking Information

Any projections or forward looking statements regarding our anticipated financial or
operational performance are hypothetical and are based on management's best
estimate of the probable results of our operations and will not have been reviewed by
our independent accountants. These projections will be based on assumptions which
management believes are reasonable. Some assumptions invariably will not
materialize due to unanticipated events and circumstances beyond management's
control. Therefore, actual results of operations will vary from such projections, and
such variances may be material. Any projected results cannot be guaranteed.

Minority Holder; Securities with Voting Rights

The Common Stock that an investor is buying has voting rights attached to them.
However, you will be part of the minority shareholders of the Company and have
agreed to appoint the Chief Executive Officer of the Company (the “CEO™), or his or
her successor, as your voting proxy. You are trusting in management discretion in
making good business decisions that will grow your investments. Furthermore, in the
event of a liquidation of our company, you will only be paid out if there is any cash
remaining after all of the creditors of our company have been paid out.

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 expected

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

We face significant market competition

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

Our trademarks, copyrights and other intellectual property could be unenforceable or
ineffective

Intellectual property is a complex field of law in which few things are certain. It is
possible that competitors will be able to design around our intellectual property, find
prior art to invalidate it, or render the patents unenforceable through some other
mechanism. If competitors are able to bypass our trademark and copyright protection
without obtaining a sublicense, it is likely that the Company’s value will be materially
and adversely impacted. This could also impair the Company’s ability to compete In
the marketplace. Moreover, if our trademarks and copyrights are deemed
unenforceable, the Company will almost certainly lose any potential revenue it might
be able to raise by entering into sublicenses. This would cut off a significant potential
revenue stream for the Company.

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

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



trademark(s) or copyright(s) because of the cost of enforcement, your investment in
the Company could be significantly and adversely affected.

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

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

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

The 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 Cannabox 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 back-up technology. Any disruptions of services or cyber-
attacks either on our technology provider or on Cannabox could harm our reputation
and materially negatively impact our financial condition and business.



Ownership and Capital Structure; Rights of the Securities

Ownership

The following table sets forth information regarding beneficial ownership of the
company’s holders of 20% or more of any class of voting securities as of the date of
this Offering Statement filing.

Number of Securities Type of Security
Stockholder Name Owned 2 Percentage
Michael Berk 10,000,000 |Common Units 95.0
Michael Anthony 520,000 |Common Units 5.0
Berk
The Company'’s Securities

The Company has authorized Common Units, Preferred Stock, and Crowd SAFE. As
part of the Regulation Crowdfunding raise, the Company will be offering up to 270,175
of Common Units.

Common Units

The amount of security authorized is 100,000,000 with a total of 10,520,000
outstanding.

Voting Rights

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

Voting Rights of Securities Sold in this Offering

Voting Proxy. Each Subscriber shall appoint the Chief Executive Officer of the
Company (the “CEQ™), 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, (iil) execute any instrument or
document that the CEO determines is necessary or appropriate in the exercise of its
authority under this instrument, and (iv) take all actions necessary or appropriate in
the judgment of the CEO for the accomplishment of the foregoing. The proxy and
power granted by the Subscriber pursuant to this Section are coupled with an interest.
Such proxy and power will be irrevocable. The proxy and power, so long as the
Subscriber is an individual, will survive the death, incompetency and disability of the
Subscriber and, so long as the Subscriber is an entity, will survive the merger or
reorganization of the Subscriber or any other entity holding the Securities. However,
the Proxy will terminate upon the closing of a firm-commitment underwritten public
offering pursuant to an effective registration statement under the Securities Act of
1933 covering the offer and sale of Common Stock or the effectiveness of a




registration statement under the Securities Exchange Act of 1934 covering the
Common Stock.

Preferred Stock

The amount of security authorized is 50,000,000 with a total of 0 outstanding.
Voting Rights

There are no voting rights associated with Preferred Stock.
Material Rights

Each such class or series of Preferred Stock shall have such voting powers, full or
limited, or no voting powers, and such preferences and relative, participating, optional
or other special rights and such qualifications, limitations or restrictions thereof, as
shall be stated in such resolution or resolutions providing for the issue of such class or
series of Preferred Stock as may be adopted from time to time by the Board of
Directors prior to the issuance of any shares thereof pursuant to the authority hereby
expressly vested in it, all in accordance with the laws of the State of Delaware.

Crowd SAFE

The security will convert into Common stock and the terms of the Crowd SAFE are
outlined below:

Amount outstanding: $225,597.00
Interest Rate: %
Discount Rate: 20.0%

Valuation Cap: $8,500,000.00
Conversion Trigger: Change of control, IPO or a dissolution event.

Material Rights

There are no material rights associated with Crowd SAFE.

What it means to be a minority holder

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

Dilution



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

Transferability of securities

For a vear, the securities can only be resold:
® [nanIPO;
¢ To the company;
® Toan accredited investor; and

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

Recent Offerings of Securities

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

¢ Type of security sold: SAFE
Final amount sold: $226,927.00
Use of proceeds: Marketing, PR outreach, micro-influencer campaigns, content
creation
Date: April 30, 2021
Offering exemption relied upon: Regulation CF

¢ Name: Common Stock
Type of security sold: Equity
Final amount sold: $52.00
Number of Securities Sold: 520,000
Use of proceeds: Issuance of shares to Founder.
Date: September 16, 2013



Offering exemption relied upon: Section 4(a)(2)

e Name: Common Stock
Type of security sold: Equity
Final amount sold: $0.00
Number of Securities Sold: 10,000,000
Use of proceeds: Shares issued to Founder.
Date: August 10, 2021
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, 2020 compared to year ended December 31, 2019
Revenue

Revenue for fiscal year 2020 was $3,920,001, a 70% increase compared to fiscal year
2019 revenue of $2,396,801. As a result of more customers staying indoors, our
subscriptions were up 100% YOY and retail shop orders up 70% YOY.

Cost of sales

Cost of sales in 2020 was $2,434,796, an increase of $930,090, from costs of $1,504,706
in fiscal vear 2019. The increase was due to more subscribers and shop sales, which
means more products needed to be purchased to fulfill orders.

Gross margins

2020 gross profit increased by $593,111 over 2019 gross profit and gross margins as a
percentage of revenues increased slightly from 37.2% in 2019 to 37.8% in 2020. Gross
profits in our business will scale up and down with our revenue as we need more or
less product to fulfill our orders.



Expenses

Cannabox’s expenses consist of salaries, marketing expenses, fees for professional
services including marketing consultation, order fulfillment fees, credit card
processing, server time, and web plugins. Expenses in 2020 increased $201,928 from
2019. This increase was due to increased marketing spend. Cannabox hired three
employees in 2020: a new photographer, a new social media rep, and a new customer
service rep.

Historical results and cash flows:

Shipping and COGS are definitely where our funds are mostly spent, which leaves us
with not too much to spend on marketing after salaries, server time, and website
services. Cash has always been generated directly through customer sales, however,
with these raises, we expect to increase our marketing in order to bring in more sales
to generate more recurring revenue thru subscribers.

Cannabox is currently in the growth stage and is generating revenue. We are of the
opinion the historical cash flows will be indicative of the revenue and cash flows
expected for the future because we expect to continue growth while staying profitable,
as we have done for the past 8 years. Past cash was primarily generated through
subscribers and customers. Our goal is to continue growing revenue by gaining
subscribers and growing our retail shop.

Liquidity and Capital Resources

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

As of July 2021, the Company has capital resources available in the form of $779,064
cash on hand and a PPP loan.

How do the funds of this campaign factor into your financial resources? (Are these
funds critical to your company operations? Or do you have other funds or capital
resources available?)

The funds of this campaign give us padding to bring in more customers since we have
little to spend on marketing so we can stay profitable.

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?)

No, our company can run indefinitely without these funds. Cannabox has been
profitable since day 1, and always has been. This campaign helps us grow to continue
increasing our revenues without taking a loss trying to increase our subscribers.



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

We can operate indefinitely if we raise our minimum. This is based on our current
expenses and monthly burn rate of $300k.

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

We will still be able to operate indefinitely if we reach our maximum funding goal.
This is based off of our monthly burn rate of $300k.

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

We are looking to raise more capital in the future and we hope this campaign reaches
bigger VC,/PE to inject cash. Sales will always be our source of capital.

Indebtedness

o Creditor: American Express

Amount Owed: $25,000.00
Interest Rate: 1.0%
Maturity Date: April 19, 2022

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

Valuation

Pre-Money Valuation: $11,992,800.00
Valuation Details:

The Company’s valuation was determined internally without a formal third-party
independent evaluation. In formulating our valuation, we considered the following:

Assets + Name
Ownership of digital real estate like:

cannabox.com



@cannabox on Instagram, Facebook, Twitter, Pinterest, TikTok, and more

Cannabox Trademark

Cannabox is truly the best name for a cannabis accessory subscription box, or
realistically anything in the cannabis industry that has to do with shipping directly to
a consumer

Recurring based revenue, similar to SaaS

Consumer Non-Durables, meaning longer LTVs

The secondary revenue stream from retail sales on our online smoke shop
$30k in inventory

~800k users in audience

13k subscribers to Cannabox

SEO - 1.8m sessions on cannabox.com in 2020

130k across Instagram

250k manually built email list

300k across Twitter

120k across Pinterest

5k across Facebook

High&Dry Dry Mouth Lozenges Trademark & Ownership
In over 100 dispensaries across Oregon and Colorado
highanddryrelief.com

Previous Company Securities Sale

Raised $250k at a valuation of $8.5m set by republic.co, a Reg CF crowdfunding
platform.

Valuation set by a team of investors at Republic, not Cannabox.

Valuation based on our assets, projections, industry, leadership, and revenue.
Revenue at the time of valuation was $2.4m YRR with 6,000 subscribers.
Revenue now at $5m YRR with 14,000 subscribers

Earnings



2020 - $334,008 / 10,000,000 shares available = .0334. $1.2 share price/.0334 = 35,92
P/E Ratio

Cannabox has never taken a loss since its inception, and we expect to continue this
trend throughout our lifetime. We have had an average growth of 37% per year since
2013,

Competitors

Main competitors include Daily High Club, Hemper, Hippie Butler

Daily High Club bought out recently at $10m by High Tide Inc. (HITIF: NASDAQ),
announced they had 15k subscribers at the time of the buyout

Hemper backed by $11m in funds, valued between $10-50m

Cannabox differentiates by including gear, mystery contents, mini bongs, hand pipes,
and heavily themed content.

The pre-money valuation has been calculated on a fully diluted basis. fn making this
calculation, we have assumed: (i) all preferred stock is converted to common stock;
(1) all outstanding options, warrants, and other securities with a right to acquire
shares are exercised; and (iii) any shares reserved for issuance under a stock plan are
issued.

The pre-money valuation does not take into account any convertible securities
currently outstanding. The Company currently has $$226,927.00 in SAFEs
outstanding. Please refer to the Company Securities section of the Offering
Memorandum for further details regarding current outstanding convertible securities
which may affect vour ownership in the future.

Use of Proceeds

If we raise the Target Offering Amount of $9,998.94 we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

o Marketing
50.0%
Strategic micro-influencer campaign

o Company Employment
50.0%
Hiring a freelance sales rep to help us begin B2B distribution.

o Working Capital
16.5%



Investing in our own subsidiary brand launch, High&Dry

If we raise the over allotment amount of $307,999.50, we plan to use these proceeds as
follows:

e StartEngine Platform Fees
3.5%

o Marketing
35.0%
Full influencer campaign, brand partnership outreach, dispensary and trade
show booth campaign, major PR outreach, PPC ads.

o Research & Development
15.0%
Developing new cannabis accessories to launch under Cannabox and through the
subscription box, and investing in our first brand under Cannabox, High&Dry

e [nventory
10.0%
Purchasing enough inventory to support B2B operations and distribution

e Company Employment
31.5%
Hiring new creatives, content creators, sales reps, business development
specialists, web developers, and shop managers.

® Operations
5.0%
Upgrading workstations/computers, shared office for our Phoenix employees,
paying to attend trade shows and for emplovyees to come

The Company may change the intended use of proceeds if our officers believe it is in
the best interests of the company.

Regulatory Information

Disqualification

No disqualifying event has been recorded in respect to the company or its officers or
directors.

Compliance Failure

The company has not previously failed to comply with the requirements of Regulation
Crowdfunding.

Ongoing Reporting



The Company will file a report electronically with the SEC annually and post the
report on its website no later than April 30 (120 days after Fiscal Year End). Once
posted, the annual report may be found on the Company’s website at
https://www.cannabox.com/ (cannabox.com/invest).

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

(1) it is required to file reports under Section 13(a) or Section 15(d) of the Exchange
Act;

(2) it has filed at least one (1) annual report pursuant to Regulation Crowdfunding and
has fewer than three hundred (300) holders of record and has total assets that do not
exceed $10,000,000;

(3) it has filed at least three (3) annual reports pursuant to Regulation Crowdfunding;

(4) it or another party repurchases all of the securities issued in reliance on Section
4(a)(6) of the Securities Act, including any payment in full of debt securities or any
complete redemption of redeemable securities; or

(5) it liquidates or dissolves its business in accordance with state law.

Updates

Updates on the status of this Offering may be found at:
www.startengine.com/cannabox

Investing Process

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

To the Board of Members of
Cannabox, LLC
Phoenix, Arizona

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

Management’'s Responsibility for the Financial Statements

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

Accountant’s Responsibility

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

Accountant’s Conclusion
Based on our review, we are not aware of any material modifications that should be made to the accompanying

financial statements in order for them to be in conformity with accounting principles generally accepted in the
United States of America.

%@tﬁam rS

July 8, 2021
Los Angeles, California



CANNABOX, LLC

BALANCE SHEET
(UNAUDITED)
As of December 31, 2020 2019
(USD 5 in Dollars)
ASSETS
Current Assets:
Cash & cash equivalents 5 672,948 5 240,230
Account receivables, net 2,359 -
Total current assets 675,307 240,230
Total assets 5 675,307 5 240,230

LIABILITIES AND MEMBERS' EQUITY
Current Liabilities:

Current portion of Loan Payable 5 16,667 S -
Creditcard 266,404 135,998
Total current liabilities 283,071 135,998

Loan Payable 8,333 -
Total liabilities 291,404 135,998

MEMBERS' EQUITY

Members' equity 383,903 104,232
Total members' equity 383,903 104,232
Total liabilities and members' equity 5 675,307 5 240,230

See accompanying notes to financial statements,



CANNABOX, LLC
STATEMENTS OF OPERATIONS

(UNAUDITED)

For Fiscal Year Ended December 31,

(USD S in Dallars)
Net revenue
Cost of goods sold
Gross profit

Operating expenses
General and administrative
Sales and marketing
Total operating expenses

Operating income/(loss)

Interest expense
Other Loss/(Income)

Incomef(Loss) before provision for income taxes

Provision/(Benefit) for income taxes

Net income/(Net Loss)

See accompanying notes to financial statements.

2020 2019
3,920,001 § 2,396,801
2,434,796 1,504,706
1,485,205 892,094
1,038,183 780,073
107,006 56,181
1,145,189 836,255
340,017 55,840
9- -
340,008 55,840
340,008 5 55,840



CANNABOX, LLC
STATEMENTS OF CHANGES IN MEMBERS' EQuUITY

(UNAUDITED)

Members’

(in , $US) Equity
Balance—December 31, 2018 s 133,558
Capital distribution (86,275)
capital contribution 1,109
Net income/{lass) 55,840
Balance—December 31, 2019 S 104,232
Capital distribution (60,337)
Net income/{lass) 340,008
Balance —December 31, 2020 5 383,903

See accompanying notes to financial statements.



CANNABOX, LLC
STATEMENTS OF CAsH FLows

(UNAUDITED)

For Fiscal Year Ended December 31, 2020 2019
(USD % in Dollars)
CASH FLOW FROM OPERATING ACTIVITIES
Met income/(loss) 5 340,008 35 55,840
Adjustments to reconcile net income to net cash provided/{used) by operating activities:

Changes in operating assets and liabilities:

Acount receivables (2,359) -
Credit card 130,407 27,045
Net cash provided/({used) by operating activities 468,056 152,889

CASH FLOW FROM FINANCING ACTIVITIES

Members cantribution - 1,109
Capital distribution (60,337) (86,275)
Borrowing on Loan Payable 25,000 =
Net cash provided/{used) by financing activities (35,337) (85,166)
Changeincash 432,719 67,723
Cash—beginning of year 240,230 172,506
Cash—end of year i B72 i‘:‘lﬂﬂ 5 HDIIEB
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest 5 9 5
Cash paid during the year for income taxes 5 - 5 -

OTHER NOMCASH INVESTING AND FINANCING ACTIVITIES AND SUPPLEMENTAL DISCLOSURES
Purchase of property and eqguipment not yet paid for S 5
Issuance of equity in return for note 5 - 5 -
Issuance of eguity in return for accrued payroll and other liabilities 5 3

See gccompanying notes to financial stotements,



CANNABOX, LLC
MNOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31I 2020 AND DECEMBER 31, 2019

1. NATURE OF OPERATIONS

Cannabox, LLC was founded on September 13, 2013 in the state of Delaware. The financial statements of Cannabox,
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. GAAP"). The Company's headquarters are located

in Phoenix, Arizona.

Cannabox is a monthly subscription box for cannabis accessories like glass, rolling papers, wraps, rolling trays, lighters,
gear, snacks, and more. Cannabox is also an online retail shop for similar accessories.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

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

Use of Estimates

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

Cash and Cash Equivalents

Cash and cash equivalents include all cash in banks. The Company’s cash is deposited in demand accounts at financial
institutions that management believes are creditworthy. The Company’s cash and cash equivalents in bank depaosit
accounts, at times, may exceed federally insured limits. As of December 31, 2020 and December 31, 2019, the
Company’'s cash and cash equivalents exceeded FDIC insured limits by 5421,962 and 50, respectively,

Accounts Receivable and Allowance for Doubtful Accounts

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

Income Taxes

The Company is taxed as a Limited Liability Company (LLC). Under these provisions, the Company does not pay federal
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



CANNABOX, LLC
MNOTES TO FINANCIAL STATEMENTS

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

inception through December 31, 2020 and is not yet subject to tax examination by the Internal Revenue Service or state
regulatory agencies.

Concentration of Credit Risk

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

Revenue Recognition

The Company recognizes revenues in accordance with FASB ASC 606, Revenue From Contracts with Customers, when
delivery of goods as delivery is the sole performance obligation in its contracts with customers. The Company typically
collects payment upon sale and recognizes the revenue when the item has shipped and has fulfilled their sole
performance obligation.

Income is principally comprised of revenues earned by the Company as part of the sale of its product. Cannabox is sold
via a recurring monthly subscription to users, and ships between the 20-30th of each month. Users are generated

organically through email blasts, social media, Google searches, and direct website visits,

Cost of sales

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

Advertising and Promotion

Advertising and promotional costs are expensed as incurred. Advertising and promotional expense for the years ended
December 31, 2020 and December 31, 2019 amounted to $107,006 and 556,181, which is included in sales and
marketing expense.

Fair Value of Financial Instruments

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

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

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

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

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



CANNABOX, LLC
MNOTES TO FINANCIAL STATEMENTS

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

Subsequent Events

The Company considers events or transactions that occur after the balance sheet date, but prior to the issuance of the
financial statements to provide additional evidence relative to certain estimates or to identify matters that require
additional disclosure. Subsequent events have been evaluated through July 8, 2021 which is the date the financial
statements were issued.

Recently Issued and Adopted Accounting Pronouncements

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

In June 2019, FASB amended ASU No. 2019-07, Compensation = Stock Compensation, to expand the scope of Topic 718,
Compensation — 5tock Compensation, to include share-based payment transactions for acquiring goods and services
from nonemployees. The new standard for nonpublic entities will be effective for fiscal years beginning after December
15, 2019, and interim periods within fiscal years beginning after December 15, 2020, and early application is permitted.
The standard implementation did not have a material impact.

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

The FASB issues ASUs to amend the authoritative literature in ASC. There have been a number of ASUs to date, including
those above, that amend the original text of ASC. Management believes that those issued to date either [i) provide
supplemental guidance, (ii) are technical corrections, (iii) are not applicable to us or (iv) are not expected to have a
significant impact on our financial statements.

3. MEMBERS' EQUITY

The ownership percentages of the members are as follows:

As of Year Ended December 31, 2020

Member's name Ownership percentage
Michael Berk 100.0%
TOTAL 100.0%



CANNABOX, LLC
MNOTES TO FINANCIAL STATEMENTS

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

4. DEBT

Promissory Notes & Loans

During 2020, the Company has entered into the PPP loan agreement with American Express National Bank. The summary

of the Company’s loan is as follows:

For the Year Ended December 2020
Principal Interest  Borrowing  Maturity | Interest Accrued Current Man-Current Tatal
Debt Instrument Name Amount Rate Period Date Expense Interast Portion Portion Indebtedness
FFF loan -American Express National Bank 5 25,000 1.00% &/5/2020 4719/2002] 5 146 5 146 5 16,667 5 8333 5 25,000
Total 3 25,000 $ 146 3§ 146 5 16667 & B333 5 25000

The summary of the future maturities is as follows:

As of Year Ended December 31, 2020
2021

2022

2023

2024

2025

Thereafter

516,667
8,333

Total $25,000

5. RELATED PARTY

There are no related party transactions

6. COMMITMENTS AND CONTINGENCIES

Contingencies

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

Company ceasing operations.

Litigation and Claims

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




CANNABOX, LLC
MNOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED TO DECEMBER 31I 2020 AND DECEMBER 31, 2019

7. SUBSEQUENT EVENTS

The Company has evaluated subsequent events for the period from Decembe