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

Kuleana Spirits, Inc.
61-3270 Maluokalani 5t. #B6
Kamuela, HI 96743
https://kuleanarum.com/

Up to $4,999,999.84 in Series C Preferred Stock at $0.59
Minimum Target Amount: $14,999.57

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: Kuleana Spirits, Inc.

Address: 61-3270 Maluokalani St. #Bé, Kamuela, HI 96743
state of Incorporation: DE

Date Incorporated: August 01, 2017

Terms:

Equity

Offering Minimum: $14,999.57 | 25,423 shares of Series C Preferred Stock
Offering Maximum: $4,999,999 84 | 8,474,576 shares of Series C Preferred Stock
Type of Security Offered: Series C Preferred Stock

Purchase Price of Security Offered: 80,59

Minimum Investment Amount (per investor): $499.73

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

Alcohol Beverage Wholesale or Retailer Licenses Notice

Holders of alcohol beverage wholesale or retailer licenses, and their employees, are prohibited from participating in this
investment. By participating in this offering you confirm that you are not a wholesale or retail licensee nor are you
employed by such a license.

Investment Incentives & Bonuses™

Loyalty Bonus | 5% Bonus Shares

As you have previously invested in Kuleana Spirits, Inc., you are eligible for additional 5% bonus shares.
Reservation Bonus | 5% Bonus Shares

Reservation Holders in the Testing the Waters Page will receive 5% bonus shares.

Flash Perk

Invest $5,000+ on days 60-67 of the offering and receive 5% bonus shares

Time-Based Perks

Early Bronze

Invest $1,000+ within the first 72 hours and receive 2% bonus shares.
Early Silver

Invest 32,500+ within the first two weeks and receive 4% bonus shares.
Early Gold

Invest £5,0004+ within the first two weeks and receive 6% bonus shares,
Early Double Gold

Invest 10,000+ within the first two weeks and receive 10% bonus shares.
Early Platinum

Invest $25.000+ within the first two weeks and receive 15% bonus shares.
Volume-Based Perks

Bronze | 51,000+

Invest $1,000+ and receive a 310 off promo code + INVESTOR. CARD 10% off at any of our in-person locations FOR LIFE +
exclusive investor hat (with code).

Silver | $2,500+

Invest $2,500+ and receive $20 off promo code + 350 gift card to be used at Kuleana Rum Shack + INVESTOR CARD 10% off



at any of our in-person locations FOR LIFE + exclusive investor hat (with code).
Gold | 55,000+

Invest $5,000+ and receive a $30 off promo code + $100 gift card to be used at Kuleana Rum Shack + INVESTOR CARD 10%
off at any of our in-person locations FOR LIFE + exclusive investor hat (with code).

Double Gold | $10,000+

Invest 10,000+ and receive 5% bonus shares + a $250 gift card to be used at Kuleana Rum Shack + $40 off promo code +
INVESTOR CARD 10% off at any of our in-person locations FOR LIFE + exclusive investor hat {(with code) + Private Tasting
with Founder for up to 8 people (travel not included).

Platinum | $25,000+

Invest $25,0004+ and receive 10% bonus shares + a VIP Tour and Tasting for up to 12 people (travel not included) + $250 gift
card to be used at Kuleana Rum Shack + $50 off promo code + INVESTOR CARD 10% off at any of our in-person locations
FOR LIFE + exclusive investor hat {with code).

*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 non-bonus share 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 non-bonus
share perks because they would be receiving a benefit from their IRA account.

The 10% StartEngine Venture Club Bonus

Kuleana Spirits, Inc. (dba "Kuleana Rum Works™) will offer 10% additional bonus shares for all investments that are
committed by investors that are eligible for the StartEngine Venture Club.

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 Series C Preferred Stock at $0.59 / share, you will receive 110 shares of Series C Preferred
Stock, meaning yvou'll own 110 shares for $39. Fractional shares will not be distributed and share bonuses will be determined
by rounding down to the nearest whole share.

This 10% Bonus is only valid during the investors eligibility period. Investors eligible for this bonus will also have priority if
they are on a waitlist to invest and the company surpasses its maximum funding goal. They will have the first opportunity to
invest should room in the offering become available if prior investments are canceled or fail.

Investors will 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 Venture Club bonus and 5% Lovalty Bonus in
addition to the aforementioned bonus.

The Company and its Business

Company Overview

Kuleana Spirits, Inc. {dba "Kuleana Rum Works® or the "Company”) was founded on the island of Hawai'i in 2013 to make
and share exquisite rum, celebrating the richness of Hawaii's culture. We are here to elevate rum by celebrating it as a
world-class spirit. We do this by making rum from the best ingredients on Earth and without added sweeteners, flavors or
coloring.

The Company was originally formed as Company Rum LLC, a Hawaii limited liability company, on January 18, 2013. On
August 1, 2017, the Company converted to Kuleana Spirits, Inc., a Delaware corporation. On May 18, 2023, the Company
registered in Hawaii under the trade name “Kuleana Rum Works.”

The Company has trademarks for each of its rums and the name of the Company. The Company has no issued or pending
patents.

Competitors and Industry
With a market valuation of more than $12B in 2023, Rum is a huge category in the spirits world.

As with the whiskey and tequila boom of the 2000s and 2010s, there is a shift in consumer preferences to super-premium
spirits and, according to Diagio, the super-premium rum market is in “the early stages of premiumization,” showing a
compound annual growth rate of 27% in the U.5.



And because the vast majority of rum sold in the US is made with additives; Kuleana Rum Works is in a unigue position to
lead the premiumization effort with their offerings that are free of added colors, flavors, or sweeteners.

Additionally, while the vast majority of rum is made from molasses or dried sugar, Kuleana Rum Works makes rum from
fresh sugarcane juice, something only about 3% of the world's rum can claim.

Current Stage and Roadmap

Kuleana launched in 2017 with a great story: making world-class rum from the fresh juice of Hawaiian heirloom sugarcane
and a commitment to not use added sweeteners, colorings, or flavors.

Then they worked on making sure the rum was of the highest quality. Since selling its first rum in 2018, Kuleana Rum has
been named among some of the best rum in the world by Forbes, the Wine Enthusiast, and the San Francisco and New York
World Spirits Competitions.

Most recently, Kuleana Rum Works has recently completed a multi-million dollar capital improvement program to allow it
to scale to 50,000 9-liter cases a yvear and beyond. The Company also secured a national distribution agreement from the
country’s largest spirits distributor and is currently offered in 12 states and growing.

Over the next five years, we plan on increasing our distribution from 12 states to all 50 and internationally. We believe we
have positioned ourselves to grab a large percentage of the quickly growing Super Premium rum segment.

The Team
Officers and Directors

Name: Steve Jefferson
Steve Jefferson’s current primary role is with the Issuer.
Positions and offices currently held with the issuer:

* Position: Co-Founder, CEQ, and Director
Dates of Service: January, 2013 - Present
Responsibilities: Steve is the Co-Founder, CEO, and Director of Kuleana Spirits.

Name: Charles Sander

Charles Sander's current primary role is with Managed Methods, Inc. Charles Sander currently services 6 hours per week in
their role with the Issuer.

Positions and offices currently held with the issuer:

* Position: Co-Founder and Director
Dates of Service: January, 2015 - Present
Responsibilities: Charles is a Co-Founder and Director of Kuleana Spirits.

Other business experience in the past three years:

= Emplover: Managed Methods, Inc
Title: Chairman & CEO

Dates of Service: February, 2014 - Present
Responsibilities: Co-Founder and leader of the company.

Name: David Perkins

David Perkins's current primary role is with Tire Kickers LLC. David Perkins currently services 2 hours per week in their role
with the Issuer.

Positions and offices currently held with the issuer:

& Position: Director
Dates of Service: October, 2017 - Present
Responsibilities: Member of the Board of Directors.

Other business experience in the past three years:



¢ Emplover: O'Shaughnessy Distilling Co.
Title: Liquid Collaborator, Advisor, Board Member
Dates of Service: November, 2020 - Present
Responsibilities: Advise CEQ, COO, and company Board on commercial and operations strategy.

Other business experience in the past three years:

s Emplover: Tire Kickers LLC
Title: CED

Dates of Service: April, 2017 - Present
Responsibilities: Manage investment portfolio.

MName: David Lewis
David Lewis’s current primary role is with the Issuer.
Positions and offices currently held with the issuer:

= Position: Co-Founder, Principal Accounting Officer, and Secretary
Dates of Service: October, 2016 - Present
Responsibilities: CFO & General Manager. Involved in all facets of Company decision making - focusing on making
sure the Company grows within its means — accounting, budgeting, forecasting.

Name: Matt Mitchell-Hardt
Matt Mitchell-Hardt's current primary role is with the Issuer.
Positions and offices currently held with the issuer:

« Position: Chief Sales Officer
Dates of Service: February, 2024 - Present
Responsibilities: Matt leads Kuleana Rum Works sales strategy and brand development by driving execution across the
organization with Kuleana distributor partners as well as Key Accounts. Matt's focus is on refining key performance
indicators and collaboration across departments to optimize the Company’s growth strategy.

Other business experience in the past three years:

s Emplover: Tanteo Spirits LLC
Title: Vice President of Sales
Dates of Service: January, 2020 - January, 2024
Responsibilities: VP of Sales.

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 the “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
Series C Preferred 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 research thoroughly any offering before
making an investment decision and consider all of the information provided regarding the Company as well as the following
risk factors, in addition to the other information 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, financial, 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 its projections. There can be no assurance that the Company will be



able to find sufficient demand for its product or service, that people think it's a better option than a competing product or
service, or that we will be able to provide a product or service at a level that allows the Company to generate revenue, make
a profit, or grow the business.

Any valuation is difficult to assess

The valuation for the offering was established by the Company. Unlike listed companies that are independently valued
through market-driven stock prices, the valuation of private companies, especially startups, is difficult to assess, may not be
exact, and you may risk overpaying for your investment.,

The transferability of the Securities you are buying is limited

You should be prepared to hold this investment for several years or longer. For the 12 months following yvour investment,
there will be restrictions on the securities you purchase. More importantly, there are a limited number of established
markets for the resale of these securities. As a result, if vou decide to sell these securities in the future, you may not be able
to find, or may have difficulty finding, a buyer, and yvou may have to locate an interested buyer when you do seek to resell
your investment. The Company may be acquired by an existing player in the industry. However, that may never happen or it
may happen at a price that results in you losing money on this investment.

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 vou receive. More importantly, there are limited established
markets for these securities. As a result, if you decide to sell these securities in the future, you may not be able to find a
buyer. The Company may be acquired by an existing player in the same or a similar 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.

Some early-stage companies may lack professional guidance

Some companies attribute their success, in part, to the guidance of professional early-stage advisors, consultants, or
investors (e.g., angel investors or venture capital firms). advisors, consultants, or investors may play an important role in a
company through their resources, contacts, and experience in assisting early-stage companies in executing their business
plans. An early-stage company primarily financed through Regulation Crowdfunding may not have the benefit of such
professional investors, which may pose a risk to your investment.

If the Company cannot raise sufficient funds it will not succeed

The Company is offering Series C Preferred Stock in the amount of up to $1.24M 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. It is a difficult
environment for obtaining credit on favorable terms. If we cannot obtain credit when we need it, we could be forced to raise
additional equity capital, modify our growth plans, or take some other action. Issuing more equity may require bringing on
additional investors. Securing these additional investors could require pricing our equity below its current price. If so, your
investment could lose value as a result of this additional dilution. In addition, even if the equity is not priced lower, your
ownership percentage would be decreased with the addition of more investors. If we are unable to find additional investors
willing to provide capital, then it is possible that we will choose to cease our sales activity. In that case, the only asset
remaining to generate a return on your investment could be our intellectual property. Even if we are not forced to cease our
sales activity, the unavailability of credit could result in the Company performing below expectations, which could
adversely impact the value of your investment.



Terms of subsequent financings may adversely impact vour 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 Company. 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 or other securities. 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 security.

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 may not have been
reviewed by our independent accountants. These projections are based on assumptions that 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
Ofticers, directors, executives, and existing owners with a controlling stake in the Company (or their immediate family
members) may 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 of one tvpe of service and/or product. Relying heavily on a single service or product
can be risky, as changes in market conditions, technological advances, shifts in consumer preferences, or other changes can
adversely impact the demand for the product or service, potentially leading to revenue declines or even business failure.

supply Chain and Logistics Risks

The availability of raw materials, transportation costs, and supply chain disruptions can all impact the ability to
manufacture and distribute products or services, leading to lost revenue or increased costs. Products and services that are
not available when customers need them can lead to lost sales and damage to the brand's reputation.

Quality and Safety of our Product and Service

The quality of a product or service can vary depending on the manufacturer or provider. Poor quality can result in customer
dissatisfaction, returns, and lost revenue. Furthermore, products or services that are not safe can cause harm to customers
and result in liability for the manufacturer or provider. Safety issues can arise from design flaws, manufacturing defects, or
Improper use.

Minority Holder; Securities with No Voting Rights

The Series C Preferred Stock that an investor is buying has no voting rights attached to them. This means that you will have
no rights in dictating how the Company will be run. You are trusting in management's discretion in making good business
decisions that will grow your investments. Furthermore, in the event of a liquidation of our Company, you will only be paid
out if there is any cash remaining after all of the creditors of our Company have been paid out.

You are trusting that management will make the best decision for the company
You are trusting in management's 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 may cease operating and result in a loss on your investment. Even if we sell all the Series C Preferred Stock we are offering
now, the Company may need to raise more funds in the future, and if unsuccessful in doing so, the Company will fail. Even
if we do make a successtul offering in the future, the terms of that offering might result in your investment in the Company
being worth less, if later investors have better terms than those in this offering.

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 with little or no notice. When



such changes happen during the course of an offering, we must file an amendment 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.

We face significant market competition

We will compete with larger, established companies that currently have products on the market and/or various respective
product development programs. They mav 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 not render our technology or products obsolete
or that the products developed by us will be preferred to any existing or newly developed technologies. It should further be
assumed that competition will intensify.

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

Kuleana Spirits, Inc. was formed on August 1, 2017. Accordingly, the Company has a limited history upon which an
evaluation of its performance and future prospects can be made. Our current and proposed operations are subject to all
business risks associated with new enterprises. These include likely fluctuations in operating results as the Company reacts
to developments in its market, managing its growth and the entry of competitors into the market. Kuleana Spirits, Inc. has
incurred a net loss since inception. We don't intent to pay dividends, but are concentrating on creating maximum enterprise
value for shareholders.

Intense Market Competition

The market in which the Company operates may be highly competitive, with established players, emerging startups, and
potential future entrants. The presence of competitors can impact the Company's ability to attract and retain customers,
gain market share, and generate sustainable revenue. Competitors with greater financial resources, brand recognition, or
established customer bases may have a competitive advantage, making it challenging for the Company to differentiate itself
and achieve long-term success.

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.

Uncertain Regulatory Landscape

Due to the unestablished nature of the market the business operates within, the potential introduction of new laws or
industry-specific standards can impose additional costs and operational burdens on the Company. Non-compliance or legal
disputes may result in fines, penalties, reputational damage, or even litigation, adversely affecting the Company’s financial
condition and ability to operate effectively.

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. We defend our brands through reliance on
trademark protections. If we are unable to prevent other companies from infringing our trademarks, our ability to compete
in the marketplace will be impaired.

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

Our business depends on our ability to attract, retain, and develop highly skilled and qualified employees. As we grow, we
will need to continue to attract and hire additional employees in various areas, including sales, marketing, design,
development, operations, finance, legal, and human resources. However, we may face competition for qualified candidates,
and we cannot guarantee that we will be successful in recruiting or retaining suitable employees. Additionally, if we make
hiring mistakes or fail to develop and train our employees adequately, it could have a negative impact on our business,
financial condition, or operating results. We may also need to compete with other companies in our industry for highly
skilled and qualified employees. If we are unable to attract and retain the right talent, it may impact our ability to execute
our business plan successfully, which could adversely affect the value of your investment. Furthermore, the economic



environment may affect our ability to hire qualified candidates, and we cannot predict whether we will be able to find the
right employees when we need them. This would likely adversely impact the value of your investment.

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

Our ability to sell our products is subject to various government regulations, including but not limited to, regulations
related to the manufacturing, labeling, distribution, and sale of our products. Changes in these regulations, or the
enactment of new regulations, could impact our ability to sell our products or increase our compliance costs. Furthermore,
the regulatory landscape is subject to regular change, and we may face challenges in adapting to such changes, which could
adversely affect our business, financial condition, or operating results. In addition to government regulations, we may also
be subject to other laws and regulations related to our products, including intellectual property laws, data privacy laws, and
consumer protection laws. Non-compliance with these laws and regulations could result in legal and financial liabilities,
reputational damage, and regulatory fines and penalties. It is also possible that changes in public perception or cultural
norms regarding our products may impact demand for our products, which could adversely affect our business and financial
performance, which may adversely affect your investment.

We rely on third parties to provide services essential to the success of our business

Our business relies on a variety of third-party vendors and service providers, including but not limited to manufacturers,
shippers, accountants, lawyers, public relations firms, advertisers, retailers, and distributors. Our ability to maintain high-
quality operations and services depends on these third-party vendors and service providers, and any failure or delay in their
performance could have a material adverse effect on our business, financial condition, and operating results. We mav have
limited control over the actions of these third-party vendors and service providers, and they may be subject to their own
operational, financial, and reputational risks. We may also be subject to contractual or legal limitations in our ability to
terminate relationships with these vendors or service providers or seek legal recourse for their actions. Additionally, we may
face challenges in finding suitable replacements for these vendors and service providers, which could cause delays or
disruptions to our operations. The loss of key or other critical vendors and service providers could materially and adversely
affect our business, financial condition, and operating results, and as a result, your investment could be adversely impacted
by our reliance on these third-party vendors and service providers.

Economic and market conditions

The Company’s business may be affected by economic and market conditions, including changes in interest rates, inflation,
consumer demand, and competition, which could adversely affect the Company’s business, financial condition, and
operating results.

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. We operate a farm to grow our sugarcane, and the loss of those crops would cause
significant harm to our ability to produce rum.

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.

Regulatory Compliance
Changes in alcohol regulations or licensing requirements can impact the production and sale of spirits. Non-compliance
may lead to fines or closure of the business.

Supply Chain Disruptions
Dependence on specific suppliers for rum production or restaurant ingredients can expose the business to disruptions due
to supply chain issues, weather events, or geopolitical factors.

Health and Satety Concerns
Foodborne illnesses, accidents, or health code violations in the restaurant can lead to legal consequences, reputation
damage, and financial losses,

Market Competition
Intense competition in both the spirits and restaurant industries can impact market share and profitability, Changes in
consumer preferences may also affect sales.

Economic Downturn
Economic recessions or downturns may lead to decreased consumer spending on luxury items such as premium spirits and
dining out.

Brand Reputation
Negative reviews, incidents of food poisoning, or product recalls can harm the brand reputation, leading to decreased
customer trust and lovalty.



Fluctuating Commodity Prices
Volatility in the prices of key commodities like sugar, molasses, or other ingredients used in rum production can impact
production costs and profit margins.

Global Events and Pandemics

Events such as pandemics, natural disasters, or political instability can disrupt supply chains, impact tourism (affecting
restaurant traffic), and create economic uncertainties.

Taste Trends and Consumer Preferences
Rapid changes in consumer preferences or emerging health trends may impact the demand for certain spirits or restaurant
offerings, requiring adaptability and innovation.

The alcohol beverage industry is subject to extensive federal and state regulations regarding the ownership structure of
alcoholic beverage companies.

These regulations apply to investors just as they do the industry members who offer investment opportunities. As such,
holders of alcohol beverage wholesale or retailer licensees, and their employees, are prohibited from participating in this
investment. By agreeing to the terms and conditions of this offering, vou are acknowledging the risks associated with such
an investment and are hereby confirming that yvou are not a wholesale or retail licensee nor are you employed by such a
licensee.



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 ) Percentag
Stockholder Name e of Security Owned
Owned Typ Y @
Charles Sander (incl. entities owned or controlled by him) [2,234,583 Common Stock
: . . Series A Preferred
Charles Sander (incl. entities owned or controlled by him) 2,299,944 Stock 18.32%
Charles Sander (incl. entities owned or controlled by him) 1,739,252 Series B Preferred Stock

Steve Jefferson (incl. shares owned by Jacqueline

4,939 663 Common Stock 11.57%
Jefferson)

The Company's Securities

The Company has authorized Common Stock, Series A Preferred Stock, Series B Preferred Stock, Series C Preferred Stock,
Series C-1 Preferred Stock, and 2023 SAFE Notes. As part of the Regulation Crowdfunding raise, the Company will be
offering up to 8,474,576 of Series C Preferred Stock.

Common Stock
The amount of security authorized is 58,530,785 with a total of 16,773,884 outstanding.
Voting Rights
One vote per share.
Material Rights
The rotal amount outstanding includes 4,258,256 shares to be issued pursuant to stock options issued.
The total amount outstanding includes 3,202,800 shares to be issued pursuant to stock options, reserved but unissued.
Series A Preferred Stock
The amount of security authorized is 14,478,323 with a total of 14,478,323 outstanding.
Voting Rights
One vote per share.
Material Rights

The holders of Series A Preferred Stock have the right to receive non-cumulative dividends, prior and in preference to any
dividends on the Common Stock, of $0.0204 per share of Series A Preferred Stock (annually), payable when, as, and if
declared by the Board of Directors, payable pari passu with any dividends payable on the Series B Preferred Stock, Series C
Preferred Stock, and Series C-1 Preferred Stock.

Upon the sale, transfer or other disposition of all or substantially all of company’s assets, or upon the closing of a merger of
the company with an acquirer, the holders of Series A Preferred Stock are entitled to receive transaction proceeds, prior and
in preference to any distribution of proceeds to the holders of Common Stock, an amount per share of $0.4076, pavable pari
passu with any proceeds payable on the Series B Preferred Stock, Series C Preferred Stock, and Series C-1 Preferred Stock.

The holders of Series A Preferred Stock have the right to convert such shares into shares of Common Stock at a ratio of 1:1
subject to adjustment for certain dilutive issuances.

Series B Preferred Stock

The amount of security authorized is 11,435,736 with a total of 11,435,736 outstanding.
Voting Rights

One vote per share.
Material Rights

The holders of Series B Preferred Stock have the right to receive non-cumulative dividends, prior and in preference to any



dividends on the Common Stock, of $0.0257 per share of Series B Preferred Stock (annually), payable when, as, and if
declared by the Board of Directors, pavable pari passu with any dividends payable on the Series A Preferred Stock, Series C
Preterred Stock, and Series C-1 Preferred Stock.

Upon the sale, transfer or other disposition of all or substantially all of company’s assets, or upon the closing of a merger of
the company with an acquirer, the holders of Series B Preferred Stock are entitled to receive transaction proceeds, prior and
in preference to any distribution of proceeds to the holders of Common Stock, an amount per share of $0.5157, payable pari
passu with any proceeds payable on the Series A Preferred Stock, Series C Preferred Stock, and Series C-1 Preferred Stock.

The holders of Series B Preferred Stock have the right to convert such shares into shares of Common Stock at a ratio of 1:1
subject to adjustment for certain dilutive issuances.

Series C Preferred Stock

The amount of security authorized is 11,016,949 with a total of 0 outstanding.
Voting Rights

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

PLEASE BE AWARE, the alcohol beverage industry is subject to extensive federal and state regulations. These regulations
apply to investors just as they do the industry members who offer investment opportunities. As such, holders of alcohol
beverage wholesale or retailer licensees, and their employees, are prohibited from participating in this investment. By
agreeing to the terms and conditions of this offering vou are acknowledging the risks associated with such an investment
and are hereby confirming that you are not a wholesale or retail licensee nor are you employed by such a licensee. Please
see provision 6(g)(i-ii) in the Subscription Agreement.

The holders of Series C Preferred Stock have the right to receive non-cumulative dividends, prior and in preference to any
dividends on the Common Stock, of $0.0295 per share of Series C Preferred Stock (annually), payvable when, as, and if
declared by the Board of Directors, payable pari passu with any dividends payable on the Series A Preferred Stock, Series B
Preferred Stock, and Series C-1 Preferred Stock.

Upon the sale, transfer or other disposition of all or substantially all of company’s assets, or upon the closing of a merger of
the company with an acquirer, the holders of Series C Preferred Stock are entitled to receive transaction proceeds, prior and
in preference to any distribution of proceeds to the holders of Common Stock, an amount per share of $0.59, payable pari
passu with any proceeds payable on the Series A Preferred Stock, Series B Preferred Stock, and Series C-1 Preferred Stock.

The holders of Series C Preferred Stock have the right to convert such shares into shares of Common Stock at a ratio of 1:1
subject to adjustment for certain dilutive issuances.

Series C-1 Preferred Stock

The amount of security authorized is 4,825,893 with a total of 0 outstanding.
Voting Rights

One vote per share.
Material Rights

PLEASE BE AWARE, although no shares of Series C-1 Preferred Stock are outstanding as of the commencement of this
offering, 4,825,895 shares of Series C-1 Preferred Stock shall be issued immediately following the commencement of this
offering. Such shares shall be issued to existing investors holding SAFE (simple agreement for future equity) agreements in
an aggregate purchase amount of $2,268,175. Such shares of Series C-1 Preferred Stock shall be issued at a conversion price
equal to 80% of the Series C offering price.

The holders of Series C-1 Preferred Stock have the right to receive non-cumulative dividends, prior and in preference to any
dividends on the Common Stock, of $0.0295 per share of Series C-1 Preferred Stock (annually), payable when, as, and if
declared by the Board of Directors, payable pari passu with any dividends payable on the Series A Preferred Stock, Series B
Preferred Stock, and Series C Preferred Stock.

Upon the sale, transfer or other disposition of all or substantially all of company’s assets, or upon the closing of a merger of
the company with an acquirer, the holders of Series C-1 Preferred Stock are entitled to receive transaction proceeds, prior
and in preference to any distribution of proceeds to the holders of Common Stock, an amount per share of $0.59, payable
pari passu with any proceeds pavable on the Series A Preferred Stock, Series B Preferred Stock, and Series C Preferred Stock.

The holders of Series C-1 Preferred Stock have the right to convert such shares into shares of Common Stock at a ratio of 1:1
subject to adjustment for certain dilutive issuances.



2023 SAFE Notes

The security will convert into Series c-1 preferred stock and the terms of the 2023 SAFE Notes are outlined below:

Amount outstanding: $2,268,175.00
Interest Rate: 0.0%
Discount Rate: 20.0%

Valuation Cap: None

Conversion Trigger: If there 15 an Equity Financing before the expiration or termination of this instrument, the Company
will automatically issue to the Investor a number of shares of Next Preferred Stock equal to the Purchase Amount divided by
the Discount Price.

Material Rights

“Equity Financing™ means a bona fide transaction or series of transactions with the principal purpose of raising capital,
pursuant to which the Company issues and sells Preferred Stock at a fixed pre-money valuation.

Therefore, 4,825,893 shares of Series C-1 Preferred Stock shall be issued immediately following the commencement of this
offering.

What it means to be a minority holder

As a minority holder of Series C Preferred Stock of the Company, vou will have limited rights in regard 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 vou own will go down, even though the value of the Company may go up. You will own a smaller piece of the company.
An 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 note or warrants) into stock.

If the Company issues more shares, an investor could experience value dilution, with each share being worth 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’s business).

Although no shares of Series C-1 Preferred Stock are outstanding as of the commencement of this offering, 4,825,893 shares
of Series C-1 Preferred Stock shall be issued immediately following the commencement of this offering. Such shares shall be

issued to existing investors holding SAFE (simple agreement for future equity) agreements in an aggregate purchase
amount of $2,268,175. Such shares of Series C-1 Preferred Stock shall be issued at a conversion price equal to 80% of the
Series C offering price.

Transferability of securities

For a yvear, the securities can only be resold:
& InanIPO;
* Tothe company;
e To an 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:

= Name: Series B Preferred Stock
Type of security sold: Equity



Final amount sold: $5,699,627.00
Number of Securities Sold: 11,435,736
Use of proceeds: General working capital.
Date: November 15, 2022

Offering exemption relied upon: 506(b)

* Type of security sold: SAFE
Final amount sold: $2,268,175.00
Use of proceeds: General working capital.
Date: December 08, 2023
Offering exemption relied upon: 506(h)

Financial Condition and Results of Operations

Financial Condition

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

Results of Operations

Circumstances which led to the performance of financial statements:

In the food and beverage industry, a company’s valuation is most often determined by a combination of the volume of
products sold, gross margins, and year-over-yvear growth. Over the past six years of business since incorporation, our focus
has been delivering award-winning product quality and expanding our presence in the Hawai'i and key mainland markets
through on-premise and off-premise sales. Simultaneously we've been developing the Kuleana Rum Shack as a visitor
center to bring attention to the brand in the early days, and become the primary visitor center as we grow. To support
continued growth in Hawai'i and build upon our sales momentum on the mainland, we have invested heavily in expanding
production capacity and a sales team to support our considerable growth goals rather than immediate profits.

Year ended December 31, 2023, compared to the year ended December 31, 2022
Revenue

Revenue for fiscal year 2023 was $3,277,516 , compared to $3,542,212 in fiscal year 2022. We achieved growth in our core
rum business, with a 23% increase in depletions YOY. During the same period, our Kuleana Rum Shack business
experienced an 11% decline in revenues due to weaker visitor traffic rebounds from COVID and spend per customer.

Cost of sales
The cost of sales in fiscal vear 2023 was $1,445,124, virtually identical to $1,866,682 in fiscal year 2022,

Gross margins

Gross profit for fiscal year 2023 was $1,832,392, a decrease of $156,862 from $1,675,530 in fiscal year 2022, This decline in
Gross profit was the result of weaker than anticipated results at our visitor center. Throughout the year, we continued to
invest in the personnel and equipment necessary to drive our marging much higher going forward.

Expenses

The Company’s expenses consist of, among other things, sales and marketing expenses, rent, compensation and benefits for
general and administrative staff, fees for professional services, as well as research and development expenses. Expenses for
fiscal year 2023 were $4,028,627 compared to $3,927,734 in fiscal year 2022. This increase in expenses was due primarily to
our focus on building our sales team, as well as increased rent expenses.

Historical results and cash flows:

The Company is currently in the operating expansion and growth stage and is revenue-generating. We believe the historical
cash flows will not be indicative of the revenue and cash flows expected for the future because we expect to continue
growing our rum sales and production. Past cash was primarily generated through equity offerings; revenues from product
sales and government grants, and we expect growth in rum sales as we prioritize the continued growth of existing markets
while adding new ones. Inability to raise sufficient capital will hamper our ability to meet our growth goals.



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 April 22, 2024, the Company has capital resources available in the form of $757,655 cash on hand.

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

The funds raised on this platform will help to accelerate the growth of Kuleana Rum Works, however they are not critical to
our existing operations. Without this crowdfunding, we will pursue other outlets to raise the necessary capital or choose to
slow down growth and focus on break-even.

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 necessary for the viability of the Company if we want to achieve growth at the
rate we have planned and have the potential to accomplish. Funds raised from this campaign, along with revenues
generated from ongoing sales, will be used for sales and marketing. We intend to use all of our resources to grow the
enterprise value of this company to the benefit of its shareholders. Of the total funds that the Company has, ~55% would be
made up of funds raised from the crowdfunding campaign, assuming a maximum raise.

How long will you be able to operate the company if you 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 keep operating, but we
would have to make adjustments to our growth strategy and concentrate on maximizing profit vs. expansion. We believe,
based on past performance, we can operate the Kuleana Rum Shack at a positive net operating income. Further, rum sales in
Hawai'i (our largest market) can be profitable if we slow investment in expanding markets. We would have to cut sales and
marketing outside of Hawaii. Other options to make up for an incomplete maximum funding of this round include returning
to our current investors for more capital and/or offerings to new investors, as we have in the past. We have also recently
opened a Tasting Room, which can be used to host lucrative private events and maintain positive cash-flow to earmark to
sales and marketing for the distillery operations.

Our 2024 Plan calls for a burn rate of $125k/month, 86 percent of which is earmarked to Sales and Marketing. This is a
similar burn rate we have had for the last three vears. We anticipate this to remain steady, but will make adjustments as
required to meet company objectives.

How long will you 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 hit break even. We plan on
raising capital as needed based on the results from prior raises, to hit our goal of 75,000 9-liter case sales by 2030,

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

Kuleana Rum Works has contemplated additional future sources of capital, including capital contributions, lines of credit,
and other future capital raises. We have raised in excess of $13M from accredited investors and we are excited about
crowdfunding as it is important to build significant enterprise value for all of our investors and crowdfunding is a great way
to build a legion of investor/ambassadors that will help draw demand from stores, bars, and restaurants all over the
country.

Indebtedness

& Creditor: US Small Business Administration
Amount Owed: $508,632.05
Interest Rate: 3.75%
Maturity Date: July 12, 2050
Certain assets of the Company have been pledged as collateral for this note.



Related Party Transactions

# Name of Person: Charles Sander
Relationship to Company: Director
MNature / amount of interest in the transaction: Purchase of SAFE on April 25, 2023,
Material Terms: SAFE having Purchase Amount of $200,000 and convertible into shares of Series C-1 Preferred Stock
in connection with this offering.

= Name of Person: Charles Sander
Relationship to Company: Director
Mature / amount of interest in the transaction: Purchase of SAFE on September 12, 2023
Material Terms: SAFE having Purchase Amount of $200,000 and convertible into shares of Series C-1 Preferred Stock
in connection with this offering.

& Name of Entity: Stratos Equity, LLC
MNames of 20% owners: Charles Sander
Relationship to Company: Entity owned by director Charles Sander
Nature / amount of interest in the transaction: Purchase of SAFE on November 20, 20235,
Material Terms: SAFE having Purchase Amount of $350,000 and convertible into shares of Series C-1 Preferred Stock
in connection with this offering.

= Name of Person: Tim Jefferson
Relationship to Company: Brother of Chief Executive Officer Steve Jefferson.
MNature / amount of interest in the transaction: Purchase of SAFE on May 3, 2023.
Material Terms: SAFE having Purchase Amount of $100,000 and convertible into shares of Series C-1 Preferred Stock
in connection with this offering.

¢ Name of Person: Charles Sander
Relationship to Company: Director
Nature / amount of interest in the transaction: Purchase of SAFE on February 1, 2024
Material Terms: SAFE having Purchase Amount of $150,000 and convertible into shares of Series C-1 Preferred Stock
in connection with this offering.

* Name of Entity: Stratos Equity, LLC
Names of 20% owners: Charles Sander
Relationship to Company: Entity owned by director Charles Sander
Nature / amount of interest in the transaction: Purchase of SAFE on February 1, 2024
Material Terms: SAFE having Purchase Amount of $150,000 and convertible into shares of Series C-1 Preferred Stock
in connection with this offering.

Valuation

Pre-Money Valuation: $25,185,886.537

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; and

(ii) all outstanding and reserved options with a right to acquire shares are exercised.

The pre-money valuation does not take into account any convertible securities currently outstanding. The Company
currently has $2,268,175 in SAFE Notes outstanding. Please refer to the Company Securities section of the Offering
Memorandum for further details regarding current outstanding convertible securities which may affect your ownership in
the future.

Kuleana Rum Works, established in 2013, makes some of the highest-rated rums in the world according to the Beverage
Testing Institute and World Spirits Competitions, using fresh Hawaiian sugarcane juice and without the use of any
additives. We also make innovative blends from the finest rums we source around the world. As such, Kuleana Rum Works
has positioned itself as a leading player in the rum industry, embodying a commitment to sustainability, regenerative
farming, and producing high-quality spirits that celebrate the essence of Hawai'i. We feel the Company’s recent financial
performance underscores its growth, with rum sales increasing from $291k in 2019 to $1.1M in 2023, reflecting a 282



percent increase.
Vertical Integration

As Farmers, Distillers, and Blenders, Kuleana does every aspect of spirits making, something very few spirits companies can
claim. Forbes and the Beverage Testing Institute called their flagship product, Hawaiian Rum Agricole, the world's "top
Unaged Fresh Cane Juice Rum”. Made of heirloom Hawaiian sugarcane grown on our 44-acre farm in Kohala, the Hawaiian

Rum Agricole is sold by itself and used as the magic ingredient in three blends, each of which has also earned some of the
highest ratings in the rum world.

Valuation and Comparable Companies:

We've fine-tuned our production process and we feel we are now ready to scale. The money raised in this offering will be
used to further focus on the Company's brand building/ sales & marketing. Based on our proven sales velocity growth, the
numerous high-quality accolades we have been awarded for our products, and our comprehensive (and very uncommaon)
vertical integration, we think we can get a multiple higher than a typical spirits company.

Our current pre-money valuation is set based on valuations that have been used for two of the Company's previous
fundraising rounds.

In 2017 we raised $5.7M (Series A) on a $6M pre-money valuation, resulting in a post-money valuation of $11.7M. Between
2019 and 2022, we raised $5.7M (Series B) on a $15M pre-money valuation for a post-money valuation of $20.7M (or a 77%
increase vs. the post-money Series A). This time, we are raising our valuation by 22% from the Series B post-money
valuation based on the several factors outlined below.

Operational Excellence:

One key aspect of Kuleana Rum Works' success lies in its strategic investments into its own operations. Since 2021, the
Company has doubled its depletions (rum sales to bars and stores), which we believe indicates a robust demand for its
products. Noteworthy upgrades to production capabilities and the farm, along with a significant $1.5 million capital
expenditure in the distillery, showcase the Company's commitment to operational excellence and quality improvement.

Key Advisors include whiskey and blending legend, David Perkins, Founder of High West Distillery; and Gilles Cognier,
former 30-year manager of Distilerie La Manuy, in Martinique and one of the world's leading authorities on making rum
from fresh sugarcane juice.

Market Expansion:

With a national deal with the country's biggest distributor and a depletion CAGR of more than 40 percent since 2021,
Kuleana Rum Works has successfully expanded its footprint to 12 states and counting. The Company's presence in multiple
states reflects a strong market penetration strategy, enabling it to tap into diverse consumer preferences and regional
markets.

Brand Recognition and Quality:

Earning a reputation as one of the highest-rated rums globally is a testament to Kuleana Rum Works' commitment to
quality. The accolades contribute to brand recognition and consumer trust, driving sales and further establishing the
Company as a leader in the industry. Highly acclaimed awards include several Gold and Double Gold medals from the San
Francisco and New York World Spirits Championship competitions, Platinum medals from the Beverage Testing Institute
(BTI); and being named as the third best rum in the world from Wine Enthusiast; and the "World's Top Rum” in two
different categories, from Forbes and BTL

Diversification:

The Kuleana Rum Shack, the Company’s primary marketing vehicle, has become a significant revenue stream for the
Company, attracting more than 70,000 visitors annually to learn about the rum through tastings, master classes, amazing
cocktails, and elevated island cuisine. This diversification bevond product sales adds resilience to the business model and
contributes to a comprehensive, farm-to-table brand experience for consumers that is exceptionally rare in the spirits
world.

Given the above analysis, the Company believes an increase of 21% to its post-money Series B valuation of $20.7M is
justified and reasonable. The Company has accordingly set its pre-money valuation for this offering as $25,1585,886.37.

Use of Proceeds

[f we raise the Target Offering Amount of $14,999.57 we plan to use these proceeds as follows:

e StartEngine Platform Fees
5.5%



& StartEngine Service Fees
94.5%

Fees for certain creative design, legal, marketing, technical, and administrative support services provided by
StartEngine, of which the final amount may vary.

If we raise the over allotment amount of 54,999,999 84 we plan to use these proceeds as follows:

# StartEngine Platform Fees
5.5%

# StartEngine Service Fees
1.0%
Fees for certain creative design, legal, marketing, technical, and administrative support services provided by
StartEngine, of which the final amount may vary.

& Sales

60.5%
Funds will be used for salaries and T&E expenses for our sales staff, as well as hiring new salespeople in new markets
as we expand.

& Marketing
35.0%

Funds will be used for events, trade shows, promotions, social media, and public relations efforts designed to create
demand for consumers of stores, restaurants, and bars.

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

Mo 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://kuleanarum.com/ (https:/kuleanarum.com/investors).

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

Investing Process

See Exhibit E to the Offering Statement of which this Offering Memorandum forms a part.
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INDEPENDENT AUDITORS” REPORT

To the Shareholders and the Board of Directors of

Kuleana Spirits, Inc.
Kamuela, Hawai‘i

Opinion

We have audited the accompanying financial statements of Kuleana Spirits, Inc. (a Delaware corporation ){the
Company), which comprise the balance sheets as of December 31, 2023 and 2022, and the related statements
of operations, changes in sharcholders” equity, and cash flows for the years then ended, and the related notes to
the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Kuleana Spirits, Inc. as of December 31, 2023 and 2022, and the results of its operations and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditors™ Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of the Company
and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained 15 sufficient and appropriate to provide a basis
for our audit opinion,

Substantial Doubt about the Company’s Ability ro Continue as a Going Concern

The accompanying financial statements have been prepared assuming that the Company will continue as a
going concern. As discussed in Note 13 to the financial statements, the Company has sustained substantial
losses from operations since inception. Management’s evaluation of the events and conditions and
management’s plans regarding those matters are also described in Note 13. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified
with respect to that matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, 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 the Company’s ability to continue as a going
concern within one year after the date that the financial statements are available to be issued.
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Auditors’ 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 1ssue an auditors’ 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 generally accepted auditing standards 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 there is a
substantial likelthood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e ldentify 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.

e  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
etfectiveness of Kuleana Spirits, Inc.’s internal control. Accordingly, no such opinion is expressed.

e 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, considered in the aggregate, that
raise substantial doubt about Kuleana Spirits, Inc.’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.

Kailua-Kona, Hawai‘i
July 4, 2024
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KULEANA SPIRITS, INC.

Balance Sheets

As of December 31, 2023 and 2022

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents {(Note 2)
Accounts Receivable (Mote 2)
Emplovee Retention Credits Receivable (MNote 3)
Prepaid Expenses
Inventory (Mote 2)
Total Current Assets

PROPERTY AND EQUIPMENT, NET (Note 2)

OTHER NON-CLURRENT ASSETS
Operating Lease Right-Of-Use Assets, Net (Notes 2 and 7)
Deposiis
Total Other Non-Current Assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued Expenses
Accrued Salaries and Wages
EIDL Mote - Current Portion (Mote 4)
Operating Lease Liability - Current Portion (Notes 2 and 7)

Total Current Liabalities

LONG-TERM LIABILITIES
Accrued Interest - EIDL Mote (Mote 4)
EIDL Note {Note 4)
SAFE Agreements (Note 8)
Operating Lease Liability (Notes 2 and 7)

Total Long-Term Liabilities
Total Liabilitics

SHAREHOLDERS' EQUITY {Note 9)
Capital Stock:
Series A Preferred Stock, $0.0001 par value, 14,478 323 shares
authorized, issucd and outstanding
Series B Preferred Stock, 30,0001 par value, | 1,435,736 shares
authorized, issued and outstanding

Common Stock, 30,0001 par value, 40,700,000 shares authorized,

10,212,828 issued and 9,312,828 outstanding

Additional Paid In Capital:
Series A Preferred Stock
Series B Preferred Stock
Commaon Stock

Total Additional Paid In Capital
Accumulated Deficit
Treasury Stock, at cost, 900,000 shares
Total Shareholders' Equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

2023 2022

5 244737 § 599,032

161,777 165,244

- 104,367

9,122 5,934

2,301,295 1,744,501

2,716,931 2,619,078

1,179,042 1,458,174

1,853,531 1,977,820

57,777 105,088

1,911,308 2085908

b 7,807,281 5 8,163,160

5 271,474 & 143,765

46,394 39,008

95,351 139,703

8,063 ;

213,088 152.319

635,270 474,795

11,442 22 632

491,037 500,000

1,968,175 ;

2,114,022 2,327,109

4,584,676 2,849,741

5,219,946 3,324,536

1,448 448

1,144 1,144

931 931

5,731,219 5,731,219

5,008,483 5,698, 483

181,984 145,235

11,611,686 11,574,937
(8,937,874 (6,649 836)
{90,000) (910,000}

2,587,335 4,838 624

§  7.807281 5 £,163,160

The accompanying notes are an integral part of these financial statements.
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KULEANA SPIRITS, INC.

Statements of Operations

For the Years Ended December 31, 2023 and 2022

2023 2022
REVENUE
Food and Beverage b 2,186,249 2,498,987
Whaolesale Rum BOE,336 847,275
Retail Rum 122,218 137,241
Merchandise 31,281 38,924
Other 39,432 19,785
Total Revenue 3,277,516 1,542 212
COST OF GOODS SOLD
Food and Beverage 538,152 658,344
Finished Goods Sold Wholesale BODHEE 1,085,812
Merchandise 16,967 27.784
Other 278 B35
Shipping, Warehousing and Handling 56,278 59.098
Liguor Taxes 32,761 34,789
Total Cost of Goods Sold 1,445,124 | B66,682
GROSS PROFIT 1,832,392 1,675,530
OPERATING ANMD ADMIMNISTRATIVE EXPENSES
Salaries, Wages, Benefits and Taxes 1,691,354 1,510,707
selling and Marketing 1,169 885 1,045,670
Other General and Administrative 920,901 1,102,717
Depreciation and Amortization 179,963 179,610
Advertising and Promotions {(Note 2) 0h,524 K9.030
Total Operating and Administrative Expenses 4,028,627 3,927,734
Operating Loss (2,196,235) (2,252,204)
OTHER INCOME AND EXPENSES
Interest Income 3,755 6,522
Interest Expense on EIDL Note (18,7500) (22,732)
[dle Equipment {76,808 -
Total Other Income and Expenses (91,803) (16,2100
NET LOSS BEFORE INCOME TAXES (2,28%,038) (2.268.414)
INCOME TAX PROVISION - -
NET LOSS § (2,288,038 § (2.268.414)

The accompanying notes are an integral part of these financial statements,
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Balance at January 1, 2022

Issuance of Series B Preferred Stock
Share-Based Compensation Expense
Met Lioss

Balance at December 31, 2022
Share-Based Compensation Expense
Met Loss

Balance at December 31, 2023

KULEANA SPIRITS, INC.

Statements of Changes in Sharcholders™ Equity
For the Years Ended December 31, 2023 and 2022

Total
Additional Paid Accumulated Treasury Sharcholders'
Commuon Stock Series A Preferred Stock Series B Preferred Stock in Capital Deficit Stock Equity
Shares Amount Shares Amicunt Shares Amount
9,312,828 g 93] 14.475,323 £ 1448 9,334,245 b3 9313 5 10,441,681 5 (438142 5 (900000 % 5,973,571
- - - - 2. 100,49] 211 1,079 325 - - 079 536
- - - - - - 53,931 - - 53,931
- - - - (2, 268,414) (2.268,414)
9312828 £ 03] 14.478,323 5 1448 11,435,736 301144 £ 11,574,937 5 (6649.836) 5 (90,000) % 4,838,624
- - - - - - 36,749 - - 16,744
- - - - - - - (2,288,038) - (2,288,038)
9,312,828 3 931 14,478,323 § 1448 11,435,736 £ 01,144 S 11,611,686 8 (R937874) 5 (90000 % 2,587,335
————————————————————a,—————y— 1

The accompanying notes are an integral part of these financial statements,
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KULEANA SPIRITS, INC,

Statements of Cash Flows
For the Years Ended December 31, 2023 and 2022

CASH FLOWS FROM OPERATING ACTIVITIES:
Net Loss

Adjustments to Reconcile Net Loss To Net Cash
Used In Operating Activities:
Depreciation and Amortization
Share-Based Compensation

Changes in Operating Assets and Liabilities:
Accounts Recervable
Emplovee Retention Credits Receivable
Prepaid Expenses
Inventory
Deposils
Accounts Pavable
Accrued Expenses
Accrued Salaries and Wages
Accrued Interest - EIDL Note

Net Cash Used by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of Property and Equipment
Purchases of Construction in Progress
Payments on Construction Payables

MNet Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceads from SAFE Agreements
Proceeds from Series B Preferred Stock
Proceeds from Economic Injury Disaster Loan
Payments on Equipment Loan

Net Cash Provided by Financing Activities
Net Decrease in Cash and Cash Equivalents

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR
SUPPLEMENTAL CASH FLOW DISCLOSURES

Interest Paid
Federal and State Income Taxes Paid

2023 2022
£ (2,28E,038) £ (2.268414)
411,953 333,175
36,740 53,011
3,467 (3. 025)
104,367 605,277
(3, 188) 28,879
(556,794) (303.315)
30,311 (37.724)
127,704 97 7649
7,386 (23,683)
(44,352) 13,535
(11,1540 22 632
i(2.161,620) (1.515.963)
(37.872) (22.281)
{122,978) (209,374
- (469 935)
(160,850) (701,590)
1. 968,173 -
- 1,079,536
- 350,000
. (3.319)
[L96E, 175 1,426,217
(354,295) (791.336)
509,032 1,300,368
b 244,737 b 599,032
£ 29,940 B -
Y - b =

The accompanying notes are an integral part of these financial statements.
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

MNote 1. ORGANIZATION

Kuleana Spirits, Inc. (or the "Company™) 1s a C-Corporation organized under the laws of the State of
Delaware on August 1, 2017, The Company's operations consist of two operating segments, the first
15 Kuleana Rum Works, a farm in Kohala, Hawai*1 where it cultivates and harvests Hawaiian ko
(sugarcane), as well as a distillery in Kawaihae, Hawai'i where it distills, blends, packages and
distributes a variety of award-winning rums. Kuleana Rum Works rums are distributed throughout
the state of Hawai*1 as well as in eleven (11) states on the mainland. The Company’s second operating
segment, Kuleana Rum Shack, its hospitality business, primarily consists of a bar, restaurant and
tasting room located in the Queens™ Marketplace in Waikoloa, Hawai'i, that showcases its rums to

the public.

Additional information regarding the Company’s operations and products for sale can be viewed at
kuleanarum.com.

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Method of Accounting: The Company uses the accrual method according to accounting principles
generally accepted in the United States of America (“"GAAP) to prepare its financial statements. The
accrual method of accounting recognizes revenue when earned, rather than when received and
expenses when incurred, rather than when paid. The Company has presented the balance sheet
accounts and the accompanying results of operations using the historical cost of the assets, liabilities,
and transaction results. It 1s the opinion of management the reported asset values for inventory, and
property and equipment, and other asset accounts reflect the historical cost of the assets, less
applicable depreciation and amortization charges and the values presented are not in excess of fair
market value as of the balance sheet date. All inter-segment transactions between Kuleana Rum
Works and Kuleana Rum Shack have been eliminated in the financial statement presentation.

Revenue Recognition: The Company recognizes revenue from the sale of products and services in
accordance with ASC 606, “Revenue Recognition™ following the five steps procedure:

Step 1: Identify the contract(s) with customers

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to performance obligations

Step 5: Recognize revenue when or as performance obligations are satisfied
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Company’s primary performance obligation is the delivery of products. Revenue from sales of
food, beverages, rum bottles and retail merchandise is recognized at the point of sale, which is when
the customer pays for the order. For transactions involving gift cards, revenue is recognized when the
gift card is redeemed for goods or services. Revenue from distillery tours, events, or tastings is
recognized at the time of the event or when the service is provided, depending on the terms of the
agreement with the customer. The Company’s performance obligation for distillery tours, events, and
tastings 1s to satisfy the terms agreed upon with customers. Revenue from the sale of distilled spirits
are recognized when control of the goods is transferred to the customer. This typically occurs upon
shipment or delivery, depending on the agreed-upon terms with the customer. The Company considers
all shipping and handling to be fulfillment activities and not a separate performance obligation. The
Company had a gift card liability of §12,720 and $10.251 as of December 31, 2023 and 2022,
respectively.

Use of Estimates: The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure 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: The Company considers all demand deposits as cash and all highly hiquid
investments purchased with a remaining maturity of three (3) months or less to be cash equivalents.
The Company maintains its cash accounts at several financial institutions, Balances at times may
exceed the Federal Deposit Insurance Corporation (FDIC) insured limit of $250,000 per financial
institution. The Company had cash deposits subject to credit risk of $-0- and $313,988 as of December
31,2023 and 2022, respectively.

Accounts Receivable and the Allowance for Credit Losses: Accounts receivable are uncollateralized
customer obligations due under normal trade terms requiring payment within 30 days from the invoice
date. Accounts receivable are stated at the contractual amount billed to the customer, The Company
allocates customer payments of accounts receivable to the specific invoices identified on the
customer’s remittance advice or, if unspecified, applies the payment to the oldest unpaid invoices.
Payments are generally collected uptfront, but some merchants where the Company’s products are
sold have a delay between collecting from the customer and remittance to the Company. The
Company reduces the carrying amount of accounts receivable by an allowance for credit losses that
reflects the Company’s best estimate of the amounts that will not be collected. The Company
individually reviews each customer balance where all or a portion of the balance exceeds 90 days
from the invoice date. Based on the Company’s assessment of the customer's current creditworthiness,
an estimate of the portion, if any, of the balance that will not be collected. The Company writes off
receivables as a charge to the allowance for credit losses when, in the Company’s estimation, it is
probable that the receivable is worthless, It is reasonably possible that the Company’s estimate of the
allowance for credit losses will change. The allowance for credit losses was $-0- as of December 31,

2023 and 2022, respectively.
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

[nventory: Inventory 1s stated at the lower of cost or net realizable value utilizing the last-in, first-out
(LIFO) method. Management believes that the LIFO method minimizes the effect of price level
changes on inventory valuations and generally matches current costs against current revenues in the
statement of operations. Farm and distillery costs and overhead are allocated to inventory based on
the normal capacity of the Company’s facilities. Abnormal amounts of overhead, such as idle facility
costs, as well as abnormal freight, handling costs, and spoilage are expensed. Inventory consists of
the following items as of December 31:

Description 2023 2022
Work In Process 5 969,194 5 T11.951
Finished Goods 608,327 388,137
Packaging 372,854 330,424
Purchased Distilled Spirits 285,195 246,065
Food and Beverage 36,767 42,279
Merchandise 28,756 23,645
Totals 5 2,301,295 5 1,744,501

FProperty and Equipment, Net: Property and equipment are recorded at cost and primarily consists of
various farming and distillery equipment, furniture and fixtures, building improvements, and
leasehold improvements. Expenditures for maintenance and repairs, and minor renewals and
betterments, are charged to expense when incurred. Renewals and betterments which prolong the lives
of the assets involved, if material in amounts, are capitalized and amortized by depreciation and
amortization charges, Cost of assets sold, retired, or abandoned and the related amounts of
accumulated depreciation are eliminated from the accounts in the vear of disposition and the resulting
gain or loss 1s included in operating income or loss. Expenses include charges for depreciation and
amortization over the estimated useful lives of the assets. Depreciation and amortization 1s provided
using the straight-line method after providing for any estimated salvage values of the assets, and
amounted to $411,953 in 2023 and $333,175 in 2022, after subtracting recapture of 5231,990 and
$153.565 to inventory, respectively. Leasehold improvements generally revert to the ownership of
the real property upon termination of the lease agreement and are amortized over the shorter of the
useful life of those leasehold improvements and the remaining lease term. Depreciation and
amortization 1s computed over the estimated useful lives of the assets as follows:

Building and Building Improvements  5-10 years

Furniture and Fixtures 5-10 years
Production Machinery and Equipment  5-10 years
Leasehold Improvements 8-11 years
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property and Equipment, Net consists of the following as of December 31:

2023 2022

Land and Land Improvements b 021.451 ) RO6,638
Building and Building Improvements 120,293 120,293
Furniture and Fixtures 328,481 319,868
Production Machinery and Equipment 1,696,056 858,346
Leasehold Improvements 1,626,472 1,626,472
Less: Accumulated Depreciation and Amortization (1,735.159) (1,323.207)

Operating Property and Equipment, Net 2,957,594 2,495,010
Construction in Progress 221,448 959,564

Total Property and Equipment, Net 5 3,179,042 5 3458174

Construction in Progress consists of an expansion project for Kuleana Rum Shack and a replacement
of distillery equipment for Kuleana Rum Works placed in service in April 2023.

Long-Lived Assets: Long-lived assets include property and equipment, net, and operating lease right-
of-use assets. Management reviews long-lived assets for impairment when circumstances indicate the
carrying amount of an asset may not be recoverable based on the undiscounted future cash flows of
the asset. If the carrying amount of an asset may not be recoverable, a write-down to fair value 1s
recorded. Fair values are determined based on the discounted cash flows, quoted market values, or
external appraisals, as applicable. Long-lived assets are reviewed for impairment at the individual
asset or the asset group level for which the lowest level of independent cash flows can be dentified.
For the years ended December 31, 2023 and 2022, no impairment loss has been recognized,

Compensated Absences: As of January 1, 2022, the Company began recognizing compensated
absences for all hourly and salaried employees, where the employee begins accruing hours from a
vear after eligibility. As such, the Company began accruing compensated absences in 2023 for both
hourly and salaried employees. As of December 31, 2023 and 2022, the compensated absences
liability was $7.356 and $-0-, respectively, recognized in Accrued Salaries and Wages.

Concentrations: Kuleana Rum Shack operations involve credit risk due to operations being almost
exclusively on the Big Island of Hawai®i. Accordingly, matters that restrict or negatively impact the
flow of tourism to the Big Island subject the Company’s revenue to credit risk exposure. Additionally,

for the years ending December 31, 2023 and 2022, 19% and 14% of Kuleana Rum Works wholesale
revenues were from a single distributor.
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases: The Company leases its distillery and office space facility as well as its visitor center and
tasting room retail space. The Company follows Financial Accounting Standards Board (“FASB™)
Accounting Standards Codification ("ASC”) 2016-02 Topic 842, Leases. While calendar year-end
privately held companies were required to adopt ASC 842 effective January 1, 2022, the Company
chose early adoption as of January 1, 2021. The determination of whether an arrangement is a lease
is made at the lease’s inception. An arrangement is (or contains) a lease if it conveys the right to
control the use of an identified asset for a period of time in exchange for consideration. Control 1s
defined under the standard as having both the right to obtain substantially all of the economic benefits
from use of the asset and the right to direct the use of the asset. Management only reassesses its
determination if the terms and conditions of the contract are changed. The Company’s leases include
options to renew, with renewal terms that can extend the lease term from four to 5 years or more. The
exercise of lease renewal options 15 at the Company’s sole discretion, If the interest rate implicit in its
leases 15 not readily determinable, the Company uses the interest rate on the existing COVID-19
Economic Injury Disaster Loan (EIDL) of 3.75% to determine the present value of lease payments.
Leases with an initial term of 12 months or less are not recorded on the balance sheet.

Fair Value of Financial Instruments: The Company accounts for financial instruments under FASB
ASC B20: Fair Value Measurements. This statement defines fair value, establishes a tramework for
measuring fair value in generally accepted accounting principles, and expands disclosures about fair
value measurements. To increase consistency and comparability in fair value measurements, ASC
8200 established a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value into three levels as follows:

e Level 1 -Quoted prices (unadjusted) in active markets for identical assets or liabilities;

e Level 2-Observable inputs other than Level |, quoted prices for similar assets or habilities
in active markets, quoted prices for identical or similar assets and liabilities in markets that
are not active, and model-derived prices whose inputs are observable or whose significant
value drivers are observable; and

e Level 3 - Assets and liabilities whose significant value drivers are unobservable.

Observable inputs are based on market data obtained from independent sources, while unobservable
inputs are based on the Company’s market assumptions, Unobservable inputs require significant
management judgment or estimation. In some cases, the inputs used to measure an asset or hability
may fall into different levels of the fair value hicrarchy. In those instances, the fair value measurement
15 required to be classified using the lowest level of input that is significant to the fair value
measurement. Such determination requires significant management judgment. During the yvear ended
December 31, 2023, the Company entered into its SAFE agreements and classified the SAFE as a
liability measured at cost on the issuance date, with changes in fair value recognized as other income
or expense on the statement of operations. There were no adjustments to fair value during the year
ended December 31, 2023, There are no assets or other habilittes measured at fair value as of

December 31, 2023 and 2022,

Page 11



KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)

Advertising and Promotions: The Company expenses advertising costs the first time the advertising
takes place. Advertising and promotions costs incurred for the years ended December 31, 2023 and
2022 was 566,524 and 589,030, respectively.

Recently Adopted Accounting Standards

In June 2016, the FASB issued ASC 326: Financial Instruments - Credit Losses (Topic 326):
Measurements of Credit Losses on Financial Instruments (ASC 326), which replaces the existing
incurred loss model with a current expected credit loss (CECL) model that requires consideration of
a broader range of reasonable and supportable information to inform credit loss estimates. The
Company adopted ASC 326 on January 1, 2023, which did not have an impact on its financial
statements or accounting policies as the Company determines expected credit losses on the basis of
how long a receivable has been outstanding. The Company now utilizes a forward-looking current
expected credit loss model for trade accounts receivable.

In December 2019, the FASB issued Accounting Standards Update {ASU) 2019-12, Income Taxes
(Topic 740): Simplifving the Accounting for Income Taxes. The objective of the Simplification
Initiative was to identify, evaluate, and improve areas of generally accepted accounting principles
(GAAP) for which cost and complexity can be reduced while maintaining or improving the usefulness
of the information provided to users of financial statements. The ASU was effective for fiscal years
beginning after December 15, 2021. The ASU did not have an impact on the Company’s financial
statements or accounting policies.

In October 2021, the FASB issued ASU 2021-07: Compensation-Stock Compensation (Topic 718);
Determining the Current Price of an Underlving Share for Equitv-Classified Share-Based Awards,
which allows nonpublic entities to use, as a practical expedient, “the reasonable application of a
reasonable valuation method™ to determine the current price input of equity-classified share-based
payment awards issued in exchange for goods or services. The ASU notes that a valuation performed
in accordance with specified U.S. Treasury regulations related to Internal Revenue Code (IRC)
Section 409A 1s an example of a reasonable valuation method under the practical expedient. The
Company adopted ASU 2021-07 on January 1, 2022, which did not have an impact on its financial
statements and accounting policies as the Company had previously determined the current price input
of equity-classified share-based payment awards based on third-party 409A evaluations.
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

MNote 3. EMPLOYEE RETENTION CREDITS RECEIVABLE

section 2301 of the Coronavirus, Aid, Relief and Economic Security Act, as modified by the
Consolidated Appropriations Act of 2021 ("CARES Act™), provides employers who have been
subject to business closure, or have had a significant decrease in gross receipts due to COVID-19, to
be eligible for credits covering wages, including certain health care costs (up to $10,000 per
emplovee), paid to employees during the period operations were suspended or the period of decline
in gross receipts, regardless if employees were provided services. The Company applied for the
Employee Retention Credits ( ERC) for the years ending December 31, 2021 and 2020 and calculated

total credits of $709,644. Funds were received during the years ending December 31, 2023 and 2022
totaling $104,367 and $605,277, respectively.

Note 4. ECONOMIC INJURY DISASTER LOAN

In July 2020, the Company entered into a COVID-19 Economic Injury Disaster Loan (EIDL) with
the U.S, Small Business Authority (SBA) in the amount of 5150,000, with further borrowings of
$350,000 in 2022, Terms for EIDL loans are for 30 years at a fixed rate of 3.75%. Payments are
deferred for the first two (2) yvears (during which time interest will acerue), and payments of principal
and interest are made over the remaining loan term. Monthly payments of $2,495 are required to begin
starting in January of 2024. There is no penalty for prepayvment. The loan is collateralized by the
assets of the Company. The balance of the loan was $500,000 as of December 31, 2023 and 2022,

A summary of principal reductions for the EIDL note over the next five years and thereafter 15 as
follows:

December 31,
2024 5 8,963
2025 10,135
2026 10,522
2027 10,923
2028 11,340
Therealier 448,117

5 S00,000

Note 5. LAWS AND REGULATIONS

The Company’s ability to sell its products is subject to various government regulations, including but
not limited to, regulations related to the manufacturing, labeling, distribution, and sale of the
Company’s products, The specific licensing requirements can vary greatly depending on location but
generally involve securing federal permits as well as state-level licenses. Changes in these regulations,
or the enactment of new regulations, could impact the Company’s ability to sell products or increase
compliance costs.
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

Note 6. INCOME TAXES

The Company is subject to corporate income and state income taxes in the state it does business, The
Company accounts for income taxes under the asset and liability method, which requires the
recognition of deferred tax assets and liabilities for the expected future tax consequences ol events
that have been included in the financial statements. Under this method, the Company determines
deferred tax assets and liabilities on the basis of the differences between the financial statement and
tax basis of assets and liabilities by using enacted tax rates in effect for the year in which the
differences are expected to reverse. The effect of a change in tax rates on deferred tax assets and
liabilities 1s recognized in income in the period that includes the enactment date. The Company
recognizes deferred tax assets to the extent that it believes that these assets are more likely than not
to be realized. In making such a determination, the Company considers all available positive and
negative evidence, including future reversals of existing taxable temporary differences, projected
future taxable income, tax-planning strategies, and results of recent operations. If it is determined that
it would be able to realize deferred tax assets in the future in excess of their net recorded amount, it
would make an adjustment to the deferred tax asset valuation allowance, which would reduce the
provision for income taxes, The Company records uncertain tax positions in accordance with ASC
740 on the basis of a two-step process in which (1) it determines whether it is more likely than not
that the tax positions will be sustained on the basis of the technical merits of the position and (2) for
those tax positions that meet the more-likely-than-not recognition threshold, the Company recognizes
the largest amount of tax benefit that is more than 50 percent likely to be realized upon ultimate
settlement with the related tax authority. The Company does not have any uncertain tax provisions.

The Company’s primary tax jurisdictions are the United States, California, and Hawai*i. The
Company’s primary deferred tax assets are its net operating loss (NOL) carryforwards which
approximates its accumulated deficit as of the date of these financial statements. A deferred tax asset
as a result of NOLs has not been recognized due to the uncertainty of future positive taxable income
to utilize the NOL.,

The Company is no longer subject to U.S. federal, state and local, tax examinations by tax authorities
for fiscal years before 2020,

As disclosed in Note 2, inventories are valued uwsing the LIFO method. In conformity with IRS

Regulations for entities using LIFO, disclosures of annual income, profit, or loss on any inventory
basis other than LIFO are excluded from presentation on the face of the financial statements.,

MNote 7. LEASES

The Company leases its Kuleana Rum Works distillery and office space under separate operating
leases requiring monthly combined payments ranging between $5,596 and $7.853, including GET
and excluding Common Area Maintenance (CAM). The current leases expires on December 31, 2024,
The lease also provides the Company the option to extend the term for an additional 4-years beyond
December 31, 2024, where monthly payments will increase 5% the first two years, and 10% the last
two years, and the Company 15 reasonably certain to exercise the option,
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

Note 7. LEASES (concluded)

The Company leases space for its Kuleana Rum Shack visitor center and tasting room under a 10-
year operating lease starting in January 2019, requiring monthly payments of the following: 514,981
in year one, $15,408 in vear two, $15,873 in year three, $16,339 in year four, $16,844 in year five,
$22,471 in year 6, $23,170 in year 7, $23,868 in year 8, 524,567 in year 9, and $25,304 in year 10 (all
excluding GET and CAM). The lease required a security deposit of §46,668. The current lease expires
on December 31, 2028, The lease also provides the Company the option to extend the term for an
additional 5-years beyond December 31, 2028, where monthly payments will be determined at fair
market value, and the Company is reasonably certain to exercise the option. The lease agreement
includes variable payments based on a percentage of gross sales use over contractual levels,
specifically, to the extent that the percentage rent rate (5.5%) times the gross sales exceeds the
minimum rent, the Company shall pay such excess as percentage rent each month. Certain rent
abatements and reduced rent were provided through December 31, 2021 during the Covid-19
Hawaiian Islands travel restrictions.

As of December 31, 2023 and 2022, the operating lease right-of-use (ROU) asset for the Kuleana
Rum Shack visitor center and tasting room had a balance of $1,853,531 and 51,977,820, respectively,
as part of other non-current assets on the balance sheet; the operating lease liabilities are included in
current liabilities of $213,088 and $152,319 and long-term liabilities of $2,114,022 and $2,237,109,
respectively. The remaining lease term was 10 years, and the discount rate was 3.75%.

For the vears ending December 31, 2023 and 2022, total base lease expense of $325,137 and
$28T.3835, respectively, was recognized before CAM expense.

The maturities of operating lease liabilities as of December 31, 2023 were as follows:

2024 ) 296,717

2025 303,427

2026 310,128

2027 36,838

2028 3123914

Thereafter 1,214,592

Tatal Undiscounted Cash Flows 2T 616
Less: Present Value Discount (438 506)
Present Value of Lease Liabilities 5 2327110

Tenant Improvements Allowance: The Company was entitled to a tenant improvement allowance of
up to $582,150 for the construction and installation of leasehold improvements at the Kuleana Rum
Shack. ASC 842 defines a lease incentive as payments made to or on behalf of the lessee, and as the
lease did not require the Company to make the leaschold improvements, the leaschold improvements
paid with the allowance were recognized by the Company. For tenant improvement allowances paid
at the commencement of a lease, ASC 842-20-30-5 prescribes these incentives are accounted for as a
direct adjustment to the ROU asset’s opening balance, and at the ASC 842 transition date, any
unamortized tenant improvement allowance liability was reclassified to the Kuleana Rum Shack ROU
asset’s opening balance as of the early ASC 842 implementation date of January 1, 2021,
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

Mote 8. SAFE AGREEMENTS

During the year ended December 31, 2023, the Company entered into numerous SAFE (Simple
Agreement for Future Equity) agreements totaling $1,968.175 as of December 31, 2023, of which
$830,000 was entered into with related parties primarily being a member of the Company’s Board of
Directors. The SAFE agreements have no maturity date and bear no interest. The SAFE agreements
provide a right to the holder to future equity in Kuleana Spirits, Inc. in the form of Series C-1 Preferred
Stock. The number of shares to be received by the SAFE investors is based on a 20% discount of the
pricing in the triggering equity financing and are not subject to a market cap.

The Company will automatically issue to the SAFE investor a number of shares of preferred stock
equal to the purchase amount divided by the discount price. "Equity financing” means a bona fide
transaction or series of transactions with the principal purpose of raising capital, pursuant to which
the Company 1ssues and sells preferred stock at a fixed pre-money valuation, If there 1s a hquidity
event before the expiration or termination of the SAFE agreements, the SAFE investor will, at its
option, either (1) receive a cash payment equal to the purchase amount or (1) automatically receive
from the Company a number of shares of common stock equal to the purchase amount divided by the
liquidity price. if the SAFE investor fails to select the cash option. If there is a dissolution event before
the SAFE agreements expires or terminates, the Company will pay an amount equal to the purchase
amount, due and payable to the SAFE investor immediately prior to, or concurrent with, the
consummation of the dissolution event. The SAFE agreements will expire and terminate upon either
(i) the issuance of shares to the SAFE investor pursuant to an equity financing event or (ii) the
payment, or setting aside for payment, of amounts due to the SAFE investor pursuant to a liquidity or
dissolution event,

Note 9. EQUITY

The Company s Securities: The Company has authorized Common Stock, Series A Preferred Stock,
and Series B Preferred Stock as of December 31, 2023, and subsequent to year-end, as described
under The Third Amended and Restated Certificate of Incorporation filed in Note 12, Series C
Preferred Stock and Series C-1 Preferred Stock.

Common Shares

On August 1, 2017, the members of Company Rum, LLC (the LLC), a Hawai‘i limited liability
company, agreed to a plan of conversion to a Delaware corporation under which it converted all of
the outstanding ownership interests of the LLC into shares of common stock of the Company. The
Company had authorized to 1ssue 20,000,000 shares at $0.0001 par value.

Of the 10,000,000 shares of common stock issued at the date of conversion, 3,200,000 shares were
subject to a Stock Restriction Agreement where the stockholder granted the Company a right to
repurchase shares. The right of repurchase was to lapse with respect to one thirty-sixth (1/36) of the
shares when the stockholder completed each month of continuous service after the date of the Stock
Restriction Agreement. In July 2019, a stockholder left the employment of the Company and forfeited
544,445 remaining shares of restricted common stock.
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

Note 9. EQUITY (continued)

The First Amended and Restated Certificate of Incorporation, filed in December 2019, provided the
total number of shares the Company was authorized to issue was 66,614,059 consisting of the
following: 40,700,000 common shares, par value $0.0001 per share, and 25,914,059 preferred shares,
of which 14,478,323 were designated as Series A Preferred Stock and 11,435,736 were designated as
Series B Preferred Stock.

Series A Preferred Stock

The amount of security authorized 1s 14,478,323 preferred shares with a total of 14,478,323 preferred
shares outstanding. One vote per share.

The holders of Series A Preferred Stock have the right to receive non-cumulative dividends, prior and
in preference to any dividends on the Common Stock, of 50.0204 per share of Series A Preferred
Stock (annually), payable when, as, and if declared by the Board of Directors, payvable pari passu with
any dividends pavable on the Series B Preferred Stock, Series C Preferred Stock, and Series C-1
Preferred Stock, as described under The Third Amended and Restated Certificate of Incorporation in
Note 12,

Upon the sale, transfer or other disposition of all or substantially all of Company’s assets, or upon the
closing of a merger of the company with an acquirer, the holders of Series A Preferred Stock are
entitled to receive transaction proceeds, prior and in preference to any distribution of proceeds to the
holders of Common Stock, an amount per share of $0.4076, payable pari passu with any proceeds
payable on the Series B Preferred Stock, Series C Preferred Stock, and Series C-1 Preferred Stock.

The holders of Series A Preferred Stock have the right to convert such shares into shares of Common
Stock at a ratio of 1:1 subject to adjustment for certain dilutive 1ssuances,

Series B Preferred Stock

The amount of security authorized 1s 11.435,736 preferred shares with a total of 11,435,736 preferred
shares outstanding. One vote per share.

The holders of Series B Preferred Stock have the right to receive non-cumulative dividends, prior and
in preference to any dividends on the Common Stock, of $0.0257 per share of Series B Preferred
Stock (annually), payvable when, as, and if declared by the Board of Directors, payable pari passu with
any dividends payable on the Series A Preferred Stock, Series C Preferred Stock, and Series C-1
Preferred Stock, as described under The Third Amended and Restated Certificate of Incorporation in
Note 12,
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KULEANA SPIRITS, INC,

Notes to the Financial Statements
December 31, 2023 and 2022

MNote 9. EQUITY (concluded)

Upon the sale, transfer or other disposition of all or substantially all of the Company’s assets, or upon
the closing of a merger of the company with an acquirer, the holders of Series B Preferred Stock are
entitled to receive transaction proceeds, prior and in preference to any distribution of proceeds to the
holders of Common Stock, an amount per share of $0.5137, payable pari passu with any proceeds
payable on the Series A Preferred Stock, Series C Preferred Stock, and Series C-1 Preferred Stock.

The holders of Series B Preferred Stock have the right to convert such shares into shares of Common
Stock at a ratio of 1:1 subject to adjustment for certain dilutive 1ssuances,

Treasury Stock
During 2019, the Company repurchased 900,000 million shares at a cost of $90,000. Shares that are

repurchased are classified as treasury stock pending future use.

Note 10. SHARE-BASED COMPENSATION

The Company’s stock-based compensation 2017 Stock Plan (the Plan) provides for both the direct-
award or sale of shares and for the grant of options to purchase shares. As of December 31, 2023, not
more than 8,218,329 shares may be issued under the Plan, subject to shares previously issued under
the Plan that are reacquired by the Company. The Plan became effective on September 1, 2017 and
shall terminate automatically 10 years after the later of (1) the date when the Board of Directors
adopted the Plan or (11) the date when the Board of Directors approved the most recent increase in the
number of shares reserved that was also approved by the Company’s shareholders, The Plan may be
terminated on any earlier date pursuant to the Board of Directors amending, suspending or terminating
the Plan at any time and for any reason. The termination of the Plan, or any amendment thereof, shall
not affect any share previously issued or any option previously granted under the Plan. Options under
the Plan may permit exercise through a “net exercise™ arrangement pursuant to which the Company
will reduce the number of shares issued upon exercise, In accordance with Company policy, when
options are exercised, they are satisfied with shares from the pool of shares reserved for issuance
under the Plan, The Company accounts for any forfeitures of options when they occur. Previously
recognized compensation cost for an award is reversed in the period that the award is forfeited.

The following table provides shares reserved for issuance under the Plan:

Number of Shares Cumulative
Board Approval Shareholder Approval Available Number of Shares
Initial Adoption Initial Adoption 4,719,303 4,719,303
Series B Round Series B Round 1.444 444 6,163,747
August 16, 2022 November 21, 2022 2.054,582 8.218,329
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Notes to the Financial Statements
December 31, 2023 and 2022

Note 10. SHARE-BASED COMPENSATION (continued)

During 2022, the Company granted options to Board of Director Members to purchase 203,166 shares,
employees to purchase 1,741,834 shares, and non-employees to purchase 808,600 shares of the
Company’s stock at $0.16 per share, which 15 equal to the estimated fair value of the stock on the date
of grant. The options vest over four years, and are exercisable from then through a period of ten years
from the date of grant. Management anticipates the average term of the employee options will be
seven years. No options were granted in 2023,

Management has determined that it 1s not possible to reasonably estimate the grant-date fair value of
the options because no new stock has been 1ssued for several vears and management has been unable
to identify a similar public company to be used as a benchmark. Accordingly, the Company has
accounted for the options using the calculated value method. Management considers and uses third-
party Internal Revenue Code (IRC) Section 409A evaluations, inclusive of large and small cap
distillery products to be representative of the Company’s industry and has used the historical closing
total return values of these products for the five years immediately prior to the date of grant to estimate
volatility.

Using the Black-Scholes option pricing model, management has determined that the options issued
in 2022 had a value of $0.064 per share. There were no options issued in 2023, and total compensation
costis $175,915 for the 2022 options. Compensation cost will be recognized over the four-year service
period that began at the vesting date. For the years ended December 31, 2023 and 2022, the Company
recognized 536,749 and §53,931, respectively, as compensation cost recognized in Salaries, Wages,
Benefits and Taxes expense.

As of December 31, 2023, unrecognized compensation cost related to nonvested awards totaled
$133.990. Of this amount, $426 will be recognized in 2024, $72.444 in 2025, $29.725 in 2026,

$29,725 in 2027, and $2,624 in 2028, The weighted average period over which this remaining
compensation cost will be recognized is 1.6 years.

The assumptions used and the calculated fair value of options granted to directors, employees and
nonemplovees during 2022 is as follows:

Expected Dividend Yield -
Risk-Free Interest Rate 2.88%
Expected Life in Years 7
Expected Volatility 23.1%
Weighted-Average Fair Value of Options Granted $0.06
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Notes to the Financial Statements
December 31, 2023 and 2022

Note 10. SHARE-BASED COMPENSATION (concluded)

The following is an analysis of options to purchase shares of the Company’s stock issued and
outstanding:

Weighted-Average

Total Options Options Exercise Price
Total Options Outstanding, Januvary 1, 2022 3,146,657 5 0.10
Granted 2,753,600 0.16
Exercised - .
Expired/Cancelled (383,000 .12
Total Options Outstanding, December 31, 2022 5,512,257 0.13
Granted - -
Exercised - -
Expired/Cancelled (1,015,5834) .16
Total Options Outstanding, December 31, 2023 4,496,423 b3 .12
Total Options Exercisable, December 31, 2023 3,590 444 5 0.15
Weighted-Average
Nonvested Options Options Fair Value
Nonvested Options Ouistanding, January 1, 2022 1,089,962 3 0.12
Granted 2,753,600 016
Vested (956,506 0.14
Forfeited ELERGUL 0.12
Nonvested Options Outstanding, December 31, 2022 2,499,056 0.15
Granted - -
Vested (586.243) .15
Forfeited (1.015.834) .16
Nonvested Options Outstanding, December 31, 2023 § 596,979 5 0.15

Note 11. RECENT ACCOUNTING PRONOUNCEMENTS

In August 2020, the FASB i1ssued ASU 2020-06, Debt—Debt with Conversion and Other Options
(Subtopic 470-20) and Derivatives and Hedging—Contracts in Entity's Own Eguity (Subtopic 8135-
40): Accounting for Convertible Instruments and Contracts in an Entitv's Own Equity, which
simplifies accounting for convertible instruments by removing major separation models required
under current GAAP. The ASU also removes certain settlement conditions that are required for
equity-linked contracts to qualify for the derivative scope exception, and it also simplifies the diluted
earnings per share calculation in certain areas. The ASU’s amendments are effective for fiscal years
beginning after December 15, 2023, and interim periods within those fiscal years. Management does
not expect the adoption of these provisions will have an impact on the financial statements as these
convertible notes are currently recognized as liabilities on the balance sheet.
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Note 12, SUBSEQUENT EVENTS

In preparing these financial statements, the Company has evaluated events and transactions for
potential recognition or disclosure through July 4, 2024, the date the financial statements were
available to be issued. Except for the event disclosed in the following paragraph, there are no
recognized subsequent events, events that provide additional evidence about conditions that existed
at the balance sheet date, or non-recognized subsequent events, or events that provide evidence about
conditions that did not exist at the balance sheet date, which are necessary to disclose to keep the
financial statements from being misleading.

Subsequent to December 31, 2023, the Company entered into the Third Amended and Restated
Certificate of Incorporation filed in February 2024, which provides the amount of securities
authorized is 58,530,785 common shares with a total of 16,773,884 shares outstanding. The total
amount outstanding includes 4,258,256 shares to be issued pursuant to stock options issued, and
3,202,800 shares to be issued pursuant to stock options, reserved but unissued.

The Third Amended and Restated Certificate of Incorporation filed in February 2024, provides the
total number of shares the Company is authorized to issue 15 100,287,686 consisting of the following:
58,530,785 common shares, par value $0.0001 per share, and 41,756,901 preferred shares, par value
$0.0001 per share, of which 14,478,323 are designated as Series A Preferred Stock, 11,435,736 is
designated as Series B Preferred Stock, 11,016,949 is designated as Series C Preferred Stock, and
4,825,893 is designated as Series C-1 Preferred Stock.

SAFE Agreements

Subsequent to December 31, 2023, the Company had entered into SAFE agreements totaling
$300.000, of which all were entered into with related parties. The agreements had no maturity date
and bear no interest. The agreements provide the right of the investor to future equity in the Company
during a qualified financing or change of control event at a 20% discount.

Series C Freferred Stock

The amount of security authorized is 11,016,949 preferred shares. There are no voting rights
associated with Series C Preferred Stock.

The holders of Series C Preferred Stock have the right to receive non-cumulative dividends, prior and
in preference to any dividends on the Common Stock, of $0.0295 per share of Series C Preferred
Stock (annually), payable when, as, and if declared by the Board of Directors, payable pari passu with
any dividends payable on the Series A Preferred Stock, Series B Preferred Stock, and Series C-1
Preferred Stock.

Upon the sale, transfer or other disposition of all or substantially all of Company's assets, or upon the
closing of a merger of the Company with an acquirer, the holders of Series C Preferred Stock are
entitled to receive transaction proceeds, prior and in preference to any distribution of proceeds to the
holders of Common Stock, an amount per share of $0.59, payable pari passu with any proceeds
payable on the Series A Preferred Stock. Series B Preferred Stock, and Series C-1 Preferred Stock.
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MNote 12, SUBSEQUENT EVENTS (concluded)

The holders of Series C Preferred Stock have the right to convert such shares into shares of Common
Stock at a ratio of 1:1 subject to adjustment for certain dilutive 1ssuances.

For a year, the securities can only be resold:

In a registered public offering;

To the Company;

To an aceredited investor; and

To a member of the family of the purchaser or the equivalent, to a trust controlled by the
purchaser, to a trust created for the benefit of a member of the family of the purchaser or the

equivalent, or in connection with the death or divorce of the purchaser or other similar
circumstance.

Series C-1 Preferred Stock
The amount of security authorized is 4,825,893 preferred shares. One vote per share,

The holders of Series C-1 Preferred Stock have the right to receive non-cumulative dividends, prior
and in preference to any dividends on the Common Stock, of $0.0295 per share of Series C-1 Preferred
Stock (annually), payable when, as, and if declared by the Board of Directors, pavable pari passu with
any dividends payable on the Series A Preferred Stock, Series B Preferred Stock, and Series C
Preferred Stock.

Upon the sale, transfer or other disposition of all or substantially all of Company's assets, or upon the
closing of a merger of the Company with an acquirer, the holders of Series C-1 Preferred Stock are
entitled to receive transaction proceeds, prior and in preference to any distribution of proceeds to the
holders of Common Stock, an amount per share of $0.59, payable pari passu with any proceeds
payable on the Series A Preferred Stock, Series B Preferred Stock, and Series C Preferred Stock.

The holders of Series C-1 Preferred Stock have the right to convert such shares into shares of Common
Stock at a ratio of 1:1 subject to adjustment for certain dilutive 1ssuances.
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Note 13, GOING CONCERN

The Company has prepared its financial statements using the generally accepted accounting principles
applicable to a going concern, which contemplate the realization of assets and liquidation of liabilities
in the normal course of business. However, as shown in the accompanying financial statements, the
Company has sustained substantial losses from operations since inception. In addition, the Company
has used, rather than provided, cash in its operations. Without realization of additional capital or
substantial improvement in operations, there is substantial doubt that the Company can continue as a
going concern through July 4, 2025 (one vear from the date these financial statements were available
to be 1ssued).

It is management's plan in this regard to attempt to obtain addition