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

Drop Water Corporation
850 Fiero Ln
San Luis Obispo, CA 93401
https://www.dropwater.co/

Up to $1,234,999.50 in Series A Preferred Stock at $0.70
Minimum Target Amount: $123,999.40

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: Drop Water Corporation

Address: 850 Fiero Ln, San Luis Obispo, CA 93401
state of Incorporation: DE

Date Incorporated: December 19, 2013

Terms:

Equity

Offering Minimum: $123,999.40 | 177,142 shares of Series A Preferred Stock
Offering Maximum: $1,234,999.50 | 1,764,285 shares of Series A Preferred Stock
Type of Security Offered: Series A Preferred Stock

Purchase Price of Security Offered: 80,70

Minimum Investment Amount (per investor): $249.90

Voting Rights of Securities Sold in this Offering

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

*Maximum number of shares offered subject to adjustment for bonus shares. See Bonus info below.
Investment Incentives & Bonuses™

Time-Based Perks

Early Bird 1: Invest $1,000+ within the first 2 weeks and receive 5% bonus shares
Early Bird 2: Invest $5,000+ within the first 2 weeks and receive 10% bonus shares
Early Bird 3: Invest $10,000+ within the first 2 weeks and receive 15% bonus shares
Early Bird 4: Invest $20,000+ within the first 2 weeks and receive 20% bonus shares
Early Bird 5: Invest $50,000+ within the first 2 weeks and receive 25% bonus shares
Flash Perk 1: Invest $2,500+¢ between day 35 - 40 and receive 10% bonus shares
Flash Perk 2: Invest $2,500+ between day 60 - 65 and receive 10% bonus shares
Amount-Based Perks

Tier 1 Perk: Invest $500+ and receive a drop water hat.

Tier 2 Perk: Invest $1,000+ and receive 2% bonus shares and a drop water hat.

Tier 3 Perk: Invest $5,000+ and receive 5% bonus shares and a drop water hat,

Tier 4 Perk: Invest $10,000+ and receive 7% bonus shares and drop water hat and a stainless steel drop water insulated
water bottle.

Tier 5 Perk: Invest $25,000+ and receive 10% bonus shares and two stainless steel insulated drop water bottles and two drop
water hats.

Tier 6 Perk: Invest $50,000+ and receive 15% bonus shares and five stainless steel drop water bottles and five drop water
team hats.

*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

Drop Water Corporation 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 A Preferred Stock at $0.70 / share, vou will receive 110 shares of Series A Preferred
Stock, meaning you'll own 110 shares for $70. Fractional shares will not be distributed and share bonuses will be determined
by rounding down to the nearest whole share.

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

Investors will receive the highest single bonus they are eligible for among the bonuses based on the amount invested and
the time of offering elapsed (if any). Eligible investors will also receive the Venture Club Bonus in addition to the
aforementioned bonus.

The Company and its Business

Company Overview
Company Overview

Drop Water is redefining beverage distribution by eliminating the need to ship water-a resource already available in most
locations. Our advanced, user-friendly drink dispensing machines autonomously fill, seal, and dispense a wide variety of
beverages using municipal water, offering chilled, filtered, and sterilized drinks on demand. With a mission to reduce plastic
waste and transportation emissions, Drop Water provides a futuristic, sustainable, and scalable alternative to traditional
bottled beverage models.

Business Model

Drop Water generates revenue by selling and leasing its proprietary drink dispensing machines and the consumables they
use, including compostable cartons and flavor concentrates. Clients, including gyms, airports, and private clubs, either pre-
purchase consumables or pay per use. The business benefits from high-margin consumable sales and machine servicing,
with added value through analytics and fleet management tools accessible via a centralized dashboard. This recurring
revenue model is designed to scale efficiently with each machine deployed.

Intellectual Property

Drop Water's innovation is protected by multiple patents, including U.5. Patent No. 10,540,840, which covers our
compostable beverage cartons. Drop Water has nine issued or pending patents and views these as core to our product and
technology. The Company does not license any intellectual property. Our unique, polyethylene- and aluminum-free
containers are designed and assembled in the U.S.., easy to ship, stackable, and printable-ideal for sustainability-focused
branding. Additionally, our proprietary machine design and manufacturing process enables us to control the entire supply
chain and produce over 12,000 compostable cartons daily in a compact 12" x 12" space.

Below is a list of Patents, some issued, some pending.
397450-991100,US8

397450-991101/U8

397450-991102/US

397450-991110/US

397450-991111/U8

397450-991130/US

397450-995110/W0



397450-995111/1P
397450-995112/)P

Corporate History

The company was originally incorporated in Delaware under the name Bottle Tree Water Corporation on December 19,
2013. On April 14, 2016, the company officially changed its name to Drop Water Corporation. This name change was
subsequently filed and recognized in California on May 3, 2016.

Competitors and Industry
Competitors

The Company has several major competitors in the enhanced water market. Some of the top competitors in our industry
include: Bevi, PepsiCo (Aquafina/SodaStream), Primo Water Corporation, Elkay, FloWater, MYX, and Boomerang.

Bevi is the industry leader and the Company’s primary competition in the enhanced water industry, with an estimated tens
of thousands of machines deploved and a strong presence in premium office hydration through its flavored water
dispensing systems.

PepsiCo also owns significant market share and dominates the enhanced water market's bottled and home dispensing
segments through Aquafina (flavored water options) and SodaStream (customizable carbonation and flavoring), catering to
both on-the-go and at-home consumers.

FloWater, MYX, and Boomerang are direct competitors, focusing on dispensers with enhanced filtration, eco-friendly refill
stations, customizable hydration systems, and sustainable bottling solutions, respectively. PepsiCo and Primo Water
Corporation are publicly traded at approximately $230B and $3.5B, respectively.

Despite the present competitive landscape, the Company stands out in the enhanced water industry because it addresses
the growing demand for sustainable and innovative hydration solutions with a dual-product strategy: the Drop Refill, a
smart dispenser generating high recurring revenue through enhanced flavored water, and the Drop Duo, a unique
compostable and/or recyclable bottling machine targeting eco-conscious retail and foodservice niches unserved by
competitors. Drop Water is the only company attempting to capture the ready to drink beverage market with this unigue fill
and seal on demand at the customer approach.

Industry

Drop Water competes with the traditional bottled water and packaged beverage industry by offering an on-demand,
customizable alternative that reduces reliance on single-use plastic bottles as well as with The global bottled water market
alone is projected to reach USD 371 billion in 2025 growing at 6-7% annually (per Grand View Research), and Drop Water
targets a slice of this by providing a more sustainable option for offices, hotels, and airports, gvms other commercial spaces.

Source: https://www.grandviewresearch.com/industry-analysis/bottled-water-market
Current Stage and Roadmap
Current Stage

The Company's Drop Refill is available to the public via our website. The Drop Refill, a smart dispenser for enhanced
flavored water, is currently in the pilot manufacturing phase, with prototypes developed and preparations underway for an
initial launch of 130 units in 2025, as validated by pilot commitments from key customers like BlueStart Refreshments. The
Company’'s Drop Duo is currently on the market and generating sales, with the prototype phase completed and orders now
being fulfilled for this compostable bottling machine, designed to serve eco-conscious retail and foodservice applications
with its innovative point-of-sale bottling technology.

Future Roadmap

The Company’s efforts for the next few years will be focused on launching new product lines and growing our distribution
network. We have several new product launches planned over the next 12 months, including: the commercial rollout of the
Drop Refill, a smart dispenser for enhanced flavored water targeting office and commercial spaces, the launch of a line of
gym-specific boosts to be integrated into the Drop Refill machine for fitness-focused customers, and the expansion of the
Drop Duo, our compostable bottling machine, into additional eco-conscious retail and foodservice markets.

The Team
Officers and Directors

Name: Scott Edwards



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

* Position: CEO, Secretary, Board Member
Dates of Service: December, 2013 - Present
Responsibilities: Scott is CEO and founder. He leads company direction, product development and takes out the trash.

He receives a salary of $150,000 and owns 5,068,838 common shares granted on March 16th, 2016 that are fully vested

but have not been bought vet. Scott had 166,525 preferred A shares converted in November 2022, He owns 2.16M
shares of common stock from the original issuance.

Name: Andrew Preston

Andrew Preston’s current primary role is with Stratavision. Andrew Preston currently services 5 to 10 hours per week in
their role with the Issuer.

Positions and offices currently held with the issuer:

# Position: Chief Financial Officer

Dates of Service: April, 2020 - Present
Responsibilities: Andrew serves as the Chief Financial Officer. He receives annual pay of $36,000 and 100,000 options.

Other business experience in the past three years:

= Employer: Stratavision
Title: Chief Financial Officer

Dates of Service: January, 2020 - Present
Responsibilities: Andrew serves as Chief Financial Officer.

Other business experience in the past three yvears:

* Employer: VCVG, Inc.
Title: Consultant
Dates of Service: January, 1995 - Present
Responsibilities: Andrew serves a fractional CFO, performing advisory work.

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

* Position: President
Dates of Service: March, 2017 - Present
Responsibilities: Britni is the Company” co-founder and President. She receives an annual pay of $125,000 and owns
230,582 options.

Name: Grant Morgan

Grant Morgan's current primary role is with One Dream Ventures. Grant Morgan currently services 1 to 2 hours per week in
their role with the Issuer.

Positions and offices currently held with the issuer:

* Position: Board Member
Dates of Service: October, 2021 - Present
Responsibilities: Grant is a member of Board of Directors. He does not receive compensation.

Other business experience in the past three years:

* Employer: One Dream Ventures
Title: Managing Partner, Founder
Dates of Service: June, 2024 - Present
Responsibilities: Grant runs ODV, a proptech venture studio building B2B Saa8 and Al startups for the global real



estate and construction industries.

Other business experience in the past three years:

= Employer: One Dream Ventures LLC
Title: Partner

Dates of Service: April, 2023 - March, 2024
Responsibilities: Grant served as one of the partners at One Dream Ventures LLC, a consulting entity.

Other business experience in the past three vears:

* Employer: R-Zero Systems, [nc.
Title: CEQ, Co-founder
Dates of Service: April, 2020 - October, 2022
Responsibilities: Grant served as CEOQ of B-Zero

Name: Thomas Proulx

Thomas Proulx’s current primary role is with 1047 Games, Inc.. Thomas Proulx currently services 1 hours per week in their
role with the lssuer.

Positions and offices currently held with the issuer:

& Position: Board Member
Dates of Service: March, 2016 - Present

Responsibilities: Thomas is a board member and adviser. He does not receive compensation.

Other business experience in the past three years:

& Emplover: 1047 Games, Inc.
Title: Chairman of the Board & CFO
Dates of Service: June, 2017 - Present
Responsibilities: Chairman of the Board & CFO

Name: James Walker

[ames Walker's current primary role is with Draper Associates. J[ames Walker currently services 1 hours per week in their
role with the Issuer.

Positions and offices currently held with the issuer:

* Position: Board Member
Dates of Service: June, 2022 - Present
Responsibilities: James represents Draper Associates on the board. He does not receive compensation.

Other business experience in the past three years:

= Emplover: Draper Associates
Title: Principal
Dates of Service: September, 2020 - Present
Responsibilities: James is on the investment team.

Name: Charles Burckmver

Charles Burckmyer's current primary role is with Culligan International. Charles Burckmyer currently services 1 to 2 hours
per week in their role with the Issuer.

Positions and offices currently held with the issuer:

& Position: Board Member
Dates of Service: June, 2018 - Present
Responsibilities: Charles is a Board Member representing the investment of Culligan International, and is a mentor.
He does not receive compensation.



Other business experience in the past three vears:

* Employer: Culligan International
Title: VP Corporate Development
Dates of Service: May, 2017 - Present
Responsibilities: M&A executive

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
securities 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 your 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, vou may not be able
to find, or may have difficulty finding, a buver, and you 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 you 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 your investment. Additionally, the
Company may alter its corporate structure through a merger, acquisition, consolidation, or other restructuring of its current
corporate entity structure. Should such a future change occur, it would be based on management's review and
determination that it is in the best interests of the Company.

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
oenerally 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.

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 your investment

We will likely need to engage in common equity, debt, or preferred stock financings in the future, which may reduce the
value of your investment in the 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 beyvond
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

The amount raised in this offering may include investments from company insiders or immediate family members Officers,
directors, executives, and existing owners with a controlling stake in the Company (or their immediate family members)
may make investments in this offering. Any 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 type 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 Voting Rights

The Series A Preferred Stock that an investor is buying has voting rights attached to them. However, you will be part of the
minority shareholders of the Company and therefore will have a limited ability to influence management's decisions on how
to run the business. 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.

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.

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

Investors should be aware that under Rule 145 under the Securities Act of 1933 if they invest in a company through
Regulation CrowdFunding and that company becomes involved in a merger or acquisition, there may be significant
regulatory implications. Under Rule 145, when a company plans to acquire another and offers its shares as part of the deal,
the transaction may be deemed an offer of securities to the target company's investors, because investors who can vote (or
for whom a proxy is voting on their behalf) are making an investment decision regarding the securities they would receive.
All investors, even those with non-voting shares, may have rights with respect to the merger depending on relevant state
laws. This means the acquirer's "offer” to the target's investors would require registration or an exemption from registration
(such as Reg.Dor Reg. CF), the burden of which can be substantial. As a result, non-accredited investors may have their
shares repurchased rather than receiving shares in the acquiring company or participating in the acquisition. This may
result in investors' shares being repurchased at a value determined by a third party, which may be at a lesser value than the
original purchase price. Investors should consider the possibility of a cash buyout in such circumstances, which may not be
commensurate with the long-term investment they anticipate.

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 may have much better financial means and marketing/sales and human resources
than us. They may succeed in developing and marketing competing equivalent products earlier than us, or superior products
than those developed by us. There can be no assurance that competitors will 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 operating in a new and highly competitive industry

The Company operates in a relatively new industry with a lot of competition from both startups and established companies.
As other companies flood the market and reduce potential market share, Investors may be less willing to invest in a
company with a declining market share, which could make it more challenging to fund operations or pursue growth
opportunities in the future,

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,
@ain 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.

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

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



We have pending patent approval’s that might be vulnerable

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

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

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

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

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

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.



Ownership and Capital Structure; Rights of the Securities

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

stockholder Name NL}I‘II'lhET of Type of Security |Percent
Securities Owned Owned age
EFIagTaam Investmnlarnts, LLC (Owned and managed by William Edwards 1,800,000 lcommon Stock
via Belagrasco Holdings, LLC)
Belagrasco Investments, LLC (Owned and managed by William Edwards 707.734 Series A-1
via Belagrasco Holdings, LLC) e Preferred Stock 36.5116
Belagrasco Investments, LLC (Owned and managed by William Edwards 239 625 Series A-2 %
via Belagrasco Holdings, LLC) ¢ Preferred Stock
Belagrasco Investments, LLC (Owned and managed by William Edwards |5 060,606 Series Seed
via Belagrasco Holdings, LLC) Preferred Stock

The Company's Securities

The Company has authorized Common Stock, Series A-1 Preferred Stock, Series A-2 Preferred Stock, Series Seed Preferred
Stock, and Series A Preferred Stock. As part of the Regulation Crowdfunding raise, the Company will be offering up to
1,764,285 of Series A Preferred Stock.

Commaon Stock

The amount of security authorized is 45,500,000 with a total of 15,374,420 outstanding.
Voting Rights

One vote per share.
Material Rights

The total number of outstanding shares includes 7,235,847 shares issued and 3,511,257 reserved for issuance under the 2014
Equity Incentive Plan.

Series A-1 Preferred Stock

The amount of security authorized is 514,145 with a total of 514,145 outstanding.
Voting Rights

One vote per share.
Material Rights

There are no material rights associated with Series A-1 Preferred Stock.
Series A-2 Preferred Stock

The amount of security authorized is 2,360,489 with a total of 2,360,489 outstanding.
Voting Rights

One vote per share.
Material Rights

There are no material rights associated with Series A-2 Preferred Stock.
Series Seed Preferred Stock

The amount of security authorized is 10,060,701 with a total of 10,060,701 outstanding.
Voting Rights

One vote per share.

Material Rights



There are no material rights associated with Series Seed Preferred Stock.
Series A Preferred Stock

The amount of security authorized is 14,862,408 with a total of 8,327,036 outstanding.
Voting Rights

Please see voting rights of securities sold in this offering below.
Material Rights

Votine Rights of Securities Sold in this Offeri

Voting Proxy. Each Subscriber shall appoint the Chief Executive Officer of the Company (the "CEOQ™), or his or her
successor, as the Subscriber’s true and lawful proxy and attorney, with the power to act alone and with full power of
substitution, to, consistent with this instrument and on behalf of the Subscriber, (i) vote all Securities, (ii) give and receive
notices and communications, (iii) execute any instrument or document that the CEO determines is necessary or appropriate
in the exercise of its authority under this instrument, and (iv) take all actions necessary or appropriate in the judgment of
the CEO for the accomplishment of the foregoing. The proxy and power granted by the Subscriber pursuant to this Section
are coupled with an interest. Such proxy and power will be irrevocable. The proxy and power, s0 long as the Subscriber is an
individual, will survive the death, incompetency and disability of the Subscriber and, so long as the Subscriber is an entity,
will survive the merger or reorganization of the Subscriber or any other entity holding the Securities. However, the Proxy

will terminate upon the closing of a firm-commitment underwritten public offering pursuant to an effective registration
statement under the Securities Act of 1933 covering the offer and sale of Common Stock or the effectiveness of a
registration statement under the Securities Exchange Act of 1934 covering the Common Stock.

What it means to be a minority holder

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

Dilution

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

Transferability of securities

For a year, the securities can only be resold:
# Inan PO,
* To the company;
* Toan accredited investor; and

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

Recent Offerings of Securities

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

& Name: Series A Preferred Shares



Type of security sold: Equity

Final amount sold: $7,590,982.00

Number of Securities Sold: 11,201,670

Use of proceeds: R&D of flavors, Drop Duo and Drop Refill as well as G&A, and team.
Date: November 20, 2022

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

Financial Condition and Results of Operations

Financial Condition

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

Results of Operations

Circumstances which led to the performance of financial statements:

Revenue

Revenue for fiscal vear 2023 was $106,434 compared to 348,249 in fiscal vear 2024, The decrease was primarily due to higher
machine sales in 2023, whereas 2024 was focused on developing and launching a new machine. Most 2024 deployments
were pilot programs with strategic customers. These pilots are beginning to convert into sales in 2025-for example, the
Boston Convention Center purchased four machines in Q1 2025 following a six-month pilot valued at over $50,000.

Cost of Sales

Cost of Sales for fiscal year 2023 was $136,642 compared to $119,451 in fiscal year 2024. The increase was driven by the high
upfront costs associated with executing multiple pilot programs, which required delivering machines to key customer
locations without immediate revenue in return. These investments were made to enter high-value accounts with long-term
potential.

Gross Margins

Gross margins for fiscal vear 2023 were -$30,208 compared to -371,202 in fiscal year 2024. The significant decline was due
to the company's strategic decision to focus on pilot programs for enterprise customers in 2024, These pilots had high costs
and did not yet contribute to revenue, negatively impacting short-term margins.

Expenses

Expenses for fiscal vear 2023 were $1,851,865 compared to $1,985,769 in fiscal vear 2024, Expenses remained relatively
stable year-over-year, as the company continued to invest in R&D and customer pilots to refine product-market fit.

Historical results and cash flows:

Drop Water is currently in the pre-production stage and is generating limited revenue. We believe the historical cash flows
will not be indicative of the revenue and cash flows expected for the future because we have been focused on the R&D phase
for the past few vears, honing in our tech. Past cash was primarily generated through equity investments. Our goal is to be
cash flow positive by QI 2026. Historically, we built around 30 Drop Duos as a pre-production run and slowly deployed those
as we updated software and components to create the most reliable product possible. Product development was the priority,
not sales. Now that we are at a point where we are confident with our products, our priority is shifting to growth and making
a return.

Liquidity and Capital Resources

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

As of March 2025, the Company has $720K 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?)



We believe the funds of this campaign are critical to our company operations. We have other funds and capital resources
available in addition to the funds from this Regulation Crowdfunging campaign; however, to accelerate growth and
capitalize on our traction, a Reg CF raise could be strategic, adding capital and community support to scale faster.

Are the funds from this campaign necessary to the viability of the company? (Of the total funds that your company has, how
much of that will be made up of funds raised from the crowdfunding campaign?)

We believe the funds from this campaign are not necessary to the viability of the Company. Of the total funds that our
Company has, 55% will be made up of funds raised from the crowdfunding campaign, if it raises its maximum funding goal.

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

[f the Company raises the minimum funding goal of $124,000, we anticipate the Company will be able to operate profitably
in January 2026 with a beginning balance of $500k. This is based on a current monthly burn rate of $140,000 for expenses
related to salaries; inventory; and R&D.

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

If the Company raises the maximum funding goal, we anticipate the Company will be able to operate profitably in January
2026 with a beginning balance of $1.3M. This is based on a current monthly burn rate of $140,000 for expenses related to
salaries; inventory; and R&D.

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

scott Edwards the CED is willing to invest additional capital if needed to ensure the company reaches it goals.

Indebtedness

o Creditor: Belagrasco Investments LLC
Amount Owed: $4,500,000.00
Interest Rate: 1.0%
Maturity Date: January 01, 2033
Between 2020 and 2022, the Company borrowed a total of $4.5 million from Belagrasco Investments LLC. The loan is
unsecured and provided on the most favorable terms, with interest accruing at the lower of the minimum annual
compounding Applicable Federal Rate (AFR) or 1%. The maturity date is no later than 30 days following the lender's
demand for repayment, which may be made any time after January 1, 2033, Belagrasco Investments LLC is owned by
William Edwards, who is the father of Scott Edwards, the Company’s Chief Executive Officer.

Related Party Transactions

& Name of Entity: Belagrasco Investments LLC
Names of 20% owners: William Edwards
Relationship to Company: Family member
MNature / amount of interest in the transaction: $4,500,000
Material Terms: Between 2020 and 2022, the Company borrowed a total of $4.5 million from Belagrasco Investments
LLC. The loan is unsecured and provided on the most favorable terms, with interest accruing at the lower of the
minimum annual compounding Applicable Federal Rate (AFR) or 1%. The maturity date is no later than 30 days
following the lender’s demand for repayment, which may be made any time after January 1, 2033, Belagrasco
Investments LLC is owned by William Edwards, who is the father of Scott Edwards, the Company’s Chief Executive
Officer.

Valuation
Pre-Money Valuation: $25,645,753.70
Valuation Details:

This pre-money valuation was calculated internally by the Company without the use of any formal third-party evaluation.
The pre-money valuation does not take into account any convertible securities currently outstanding and has been



calculated on a fully diluted basis. Please see the Company Securities section for information on how any outstanding
options, warrants or shares reserved for issuance under a stock plan may have been taken into account in the fully-diluted
share calculation.

Use of Proceeds

[f we raise the Target Offering Amount of $123,999 40 we plan to use these proceeds as follows:

# StartEngine Platform Fees
7.5%

o StartEngine Reg CF Campaign Marketing
18.5%
Targeted marketing campaigns will be used to get the word out.

® [nventory
58.0%

Producing Machines will be the main focus with this capital

= StartEngine Service Fees
16.0%
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 $1,234,999.50, we plan to use these proceeds as follows:

# StartEngine Platform Fees
7.5%

¢ Research & Development
5.0%
Some R&D to reduce COGS at our larger run in August, think tooling up for injection molded parts, validation of those
parts, and additional flavor development.

& Invenltory
32.0%
This is our focus, we have customers that want machines, we need to make them!

& Company Employment
32.0%
The team makes everything happen. We'd also bring on a sales guy full time so the CEO and President can have more
firepower on that front.

& Working Capital
14.0%
We're planning on having a cash reserve for unforeseen trouble.

# StartEngine Reg CF Campaign Marketing
4.0%

Targeted marketing campaigns will be used to get the word out.

e (ther
5.5%
Industry shows, such as NAMA, NACUFS, and pilots to key operators like Canteen, Compass Group, Sadexo and more,
We need to get this product in the hands of companies that can place thousands of these.

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

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

Compliance Failure

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



Ongoing Reporting

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

The Company must continue to comply with the ongoing reporting requirements until:
(1) it is required to file reports under Section 13{a) or Section 15{d) of the Exchange Act;

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

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

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

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

Updates on the status of this Offering may be found at: www_startengine.com/drop-water

Investing Process

See Exhibit E to the Offering Statement of which this Offering Memorandum forms a part.
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Certified Public Accountants, Cyber Security, and Governance Risk & Compliance Professionals

INDEPENDENT ACCOUNTANT’'S REVIEW REPORT

To: Drop Water Corparation’s Management

We have reviewed the accompanying financial statements of Drop Water Corporation (the Company) which comprise the statement of
financial position as of December 31, 2024 & 2023 and the related statements of operations, statement of changes in sharehalders’ equity,
and statement of cash flows for the years then ended, and the related notes to the financial statements, A review includes primarily applying
analytical procedures to management's financial data and making inguiries of Company management, & review is substantially less in scope

than an audit, the chjective of which is the expression of an opinion regarding the financial statements as a whole. Accordingly, we do not
express such an opinion.

Management’s Responsibility for the Financial Statements:

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

Accountant’'s Responsibility:

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

Accountant's Conclusion:
Basad on our review, we ara not aware of any material modifications that should be made to the accompanying financial statements in arder
for them te be in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter on Going Concern:

Az discussed in Mote 1, certain conditions and events raise concerns regarding the Company's ability to continue as a going concerm in the
near term. Management has addressed these matters in Mote 1, along with its plans to mitigate the uncertainty. The accompanying financial
statements have been prepared on a going concern basis and do not include any adjustments that might result if the Company wera unable
to continue its operations. Qur conclusion is not modified with respect to this matter.

AW/ Gpril LLL

Tamarac, FL
Aprl 26, 2025



STATEMENT OF FINANCIAL POSITION (BALANCE SHEET)

ASSETS

Current Assets:

Cash and Cash Equivalents
Accounts Receivable
Inventary

Interest Receivable
Prepaid Expense

Othar Current Assets

Total Current Assets
Mon-Current Assets:
Fixed Assets - Met
Intangible Assets - Met
Motes Receivable

Rewvenue Share Assets - Net
Right of Use Asset

Total Non-Current Assets
TOTAL ASSETS

LIABILITIES AND EQUITY
Current Liabilities:

Accounts Payable

Accrued Expense

Deferred Revenue

Lean Payable - Current
Lease Liakility - Short Term
Total Current Liabilities
Mon-Current Liabilities:
Leasze Liability - Long Term
Loan Payahle - Related Party
Other Mon-Current Liabilities
Total Non-Current Liabilities
TOTAL LIABILITIES

EQUITY

Common Stock

Saries & Preferred Stock
Series 41 Preferred Stock
Series A2 Preferred Stock
Series Seed Preferred Stock
Additional Paid-In Capital
APIC - Stock Options
Accumulated Deficit

TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

DROP WATER CORPORATION

As of December 31,

2024 2023
g 1,045,737 7,694,229
7,986 4,000

412,188 496,600

12,438 12,438

10,705 -

47,930 47,930

1,536,984 3,255,206

5 1,044 687 1.059831
45,748 51,330

99 968 99,968

103,357 42,497

354,588 537,383

1,648,348 1,791,009

3,185,332 5,046,215

g 1,214 16,298
2,041 271

8,444 :

- 2,043

152 584 146,185

164,583 164,798

g 182,280 335,163
4675177 4,628,888

27,634 27,634

4885091 4,991,686

5.049,674 5,156,483

463 463

833 833

51 51

236 236

5 1,006 1,006
11,009,844 11,009,544

169,644 85,033

(13,046,419 {11,207,734)

(1,864,342 (110,269

g 3,185,332 5,046,215

See Accompanying Motes to these Unaudited Financial Statements
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DROFP WATER CORPORATION
STATEMENT OF OPERATIONS

Year Ended December 31,

2024 2023
Revenues
Sales Revenue 5 438,249 106,434
Cost of Goods Sold (119,451) (136,642)
Gross Profit (71,202) (20,208)
Operating Expenses
Payroll Expenses 5 1,182,509 978,291
Research and Development Expense - -
General and Administrative 365,606 271,800
Legal and Professional 223646 339,529
Operating Lease Expense 189 648 189,648
Advertising and Promotion 3,635 30,369
Depreciation 15,144 33,269
Amortization 5,681 8,957
Total Operating Expenses 1,985,769 1,851,865
Total Loss from Operations (2,056,971) (1,882,073)
Other {(Expense)
Interest Income 5 - -
Dividend Income 92,099 93,960
Other Income 172,304 -
Other Expense (53,500) (48, 828)
Total Other Income (Expense) 210,903 45131
Net Income (Loss) 5 (1,846,068) (1,836,941)
Earnings Before Income Taxes,
Depreciation, and Amortization (1,825,342) (1,794,714)
Net Income (Loss) S (1,846,068) (1,836,941)

Sae Accompanying Notes to these Unaudited Financial Statemeants
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DROP WATER CORPORATION
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

Serles A Preferred Serles A1 Preferred Series A2 Preferred Serles Seed Preferred
Commaon Stock Stock Stock Stock Stock APIC - Retainad Total
& of # of Stock EArNings Shareholde
Shares S Armount Shares % Amount ¥ of Shares S Amount ¥ of Shares % Amount ¥ of Shares % Amount APIC options [Deficit) r's Equity

Beginning balamce at
171723 4627316 463 7,990,586 794 514,145 51 2,360,489 236 10,060,701 1.006 10,772,204 26457 (9.344.488) 1456728
Issuance of Preferred
Stock - - 336,450 34 - - - - - - 237640 - - 237 674
Sgldditional Paid in
Capital SESMG SESME
Prior Period
Adjustment - - - - - - - - - - - - (26.306) 126,306)
Met income [Loss) - - - - - - - - - - - - [1.B36941) (1.835541)
Ending balamce at
12731023 4627316 463 B327036 B33 514,145 21 2,360,489 236 10,060,701 1,006 11,009,844 B5,033 [11,207.734) (110289
Iszuance of Common
Stock - - - - - - - - - - - - -
Additional Paid in
Capital - - - . . - = . - - - B4E611 - B4.611
Prior Period
Adjustment - - - - - - - - - - - - 7.383 7.383
Met income [loss) - - - - - - - - - - - - [1.B45,0588) |(1.845,0EH]
Ending balamce at
12731724 46273186 463 B327038 B33 514,145 51 2,360,480 236 10,060,701 1,006 11,009,544 169,644 (12046419 (1,864,342

See Accompanying Motes to these Unaudited Financial Statements
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DROP WATER CORPORATION
STATEMENT OF CASH FLOWS

OPERATING ACTIVITIES
Met Income (Loss)
Adjustments to reconcile Net Income to Met Cash provided by
operations:

Prior Period Adjustment
Depreciation
Amaortization

Accounts Receivable
Inventory

Prepaid Expense

Other Current Asset
Accounts Payable
Accrued Expense
Deferred Revenue

Right of Use Asset

Lease Liability
Total Adjustments to reconcile Net Income to Net Cash
provided by operations:

Net Cash provided by (used in) Operating Activities
INVESTING ACTIVITIES

Fixed Assets - Net

Revenue Share Assets - Net

Met Cash provided by (used in) Investing Activities

FINANCING ACTIVITIES

Loan Payable

Loan Payable - Related Party

Series A Preferred Stock

Additional Paid-In Capital

APIC - Stock Options

Met Cash provided by (used in) Financing Activities
Cash at the beginning of period

Met Cash increase (decrease) for period

Cash at end of period

Year Ended December 31,

2024 2023
(1,846,068 (1,836,941)
7,383 (26,3086)
15,144 33,269
5,581 8,957
(3,987) (2.804)
84,421 (362,560)
(10,705) -

- (8,546)
(15,084) 13,196
1,770 271

8,444 -
182,796 (537,383)
(146,185) 481,349
129,578 (400,557)
(1.716,489) (2,237,498)
- (26,476)
(60,860) (42,497)
(60,860) (68,973)
(2,043) (7.834)
46,289 45,831
- 34
- 230,222
84,611 58,576
128,857 326,828
2,694,229 4,673,872
(1,648,492 (1,979,643)
1,045,737 2,694,229

See Accompanying Motes to these Unaudited Financial Statements
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Drop Water Corporation
Motes to the Unaudited Financial Statements
December 317, 2024
SUSD

MOTE 1 - DESCRIPTION OF ORGANIZATION AND BUSINESS OPERATIONS

Drop Water Corporation ("the Company”) was incorporated in Delaware on December 19, 2013, as Bottle Tree
Water Corporation, and on April 14, 2016, changed its name to Drop Water Corporation. The company has been
focused on developing technology to bottle beverages at the point of sale, using self-service machines that
allow customers to refill their own bottles with filtered water. The company has shifted focus to a new product
called Drop Refill. This enhanced water dispenser which targets offices, corporate campuses, higher education,
airports, gyms, resorts, and more in the United States and internationally. The Drop Refill focuses on providing
filkered water in a simplified format, designed to reduce complexity and improve efficiency. Drop Water
Corporation is located in San Luis Obispo, CA.

The company will conduct a crowdfunding campaign under regulation CF in 2025 to raise operating capital.

. trati £ Credit Ris)

The Company’s financial instruments that are exposed to concentrations of credit risk primarily consist of its cash
and cash equivalents. The Company places its cash and cash equivalents with financial institutions of high credit
worthiness. The Company’'s management plans to assess the financial strength and credit worthiness of any
parties to which it extends funds, and as such, it believes that any associated credit risk exposures are limited.

Going Concern:

The accompanying balance sheet has been prepared on a going concern basis, which means that the entity
expects to continue its operations and meet its obligations in the normal course of business during the next
twelve months. Conditions and events creating the doubt include the fact that the Company has commenced
principal operations and realized losses for two years and may continue to generate losses. The Company's
management has evaluated this condition and plans to generate revenues and raise capital as needed to meet
its capital requirements. However, there i1s no guarantee of success in these efforts. The financial statements do
not include any adjustments that might result from the outcome of this uncertainty.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Company's financial statements are prepared in accordance with US. generally accepted accounting
principles ["GAAP"). The Company's fiscal year ends on December 31. The Company has no interest in variable
interest entities and no predecessor entities.

Page | 8



Use of Esti ¥ .

In preparing these unaudited financial statements in conformity with LS. GAAP, the Company's management
makes 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 expenses during the
reporting period.

Making estimates requires management to exercise significant judgment. It is at least reasonably possible that
the estimate of the effect of a condition, situation or set of circumstances that existed at the date of the financial
statements, which management considered in formulating its estimate, could change in the near term due to one
or more future confirming events. Accordingly, the actual results could differ significantly from those estimates.

Fair Value of Financial Instruments

FASB Accounting Standards Codification (ASC) 820 "Fair Value Measurements and Disclosures” establishes a
three-tier fair value hierarchy, which prioritizes the inputs in measuring fair value. The hierarchy prioritizes the
inputs into three levels based on the extent to which inputs used in measuring fair value are observable in the
market.

These tiers include:
Level 1: Observable inputs such as quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly.
These include quoted prices for similar assets or liabilities in active markets and quoted prices for identical or
similar assets or liabilities in markets that are not active.

Level 3: Unobservable inputs in which little or no market data exists, therefore developed using estimates and
assumptions developed by us, which reflect those that a market participant would use.

There were no material items that were measured at fair value as of December 31, 2023 and December 31,
2024,

Cash and Cash Equivalents

The Company considers all short-term investments with an orniginal maturity of three months or less when
purchased to be cash equivalents. The Company had $2,694,229 and $1,045,737 in cash and cash equivalents
as of December 31, 2023 and December 31, 2024, respectively.

Accounts Receivahle

Trade receivables due from customers are uncollateralized customer obligations due under normal trade terms,
Trade receivables are stated at the amount billed to the customer. Payments of trade receivables are allocated to
the specific invoices identified on the customer's remittance advice or, if unspecified, are applied to the earliest
unpaid invoices.

The Company estimates an allowance for doubtful accounts based upon an evaluation of the current status of
receivables, historical experience, and other factors as necessary. As of December 31, 2023 and 2024, the
Company does not deem an allowance necessary.
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As of December 31, 2023 and 2024, the accounts receivable amounts to 54,000 and $7,986, respectively.

Inventory

Inventory consisted primarily of raw materials, work-in-process and finished goods. Inventories are stated at the
lower of cost or net realizable value utilizing the first-in, first-out method. Inventory at December 31, 2023 and
December 31, 2024 consisted of the following: raw materials $3,875, 522,806, work-in-process $85,660,
$76,188 and finished goods $407,073, 313,194, respectively.

Fixed Assets - Net

Property and equipment are recorded at cost. Expenditures for renewals and improvements that significantly
add to the productive capacity or extend the useful life of an asset are capitalized. Expenditures for maintenance
and repairs are charged to expense. When equipment is retired or sold, the cost and related accumulated
depreciation are eliminated from the accounts and the resultant gain or loss is reflected in income. Depreciation
is provided using the straight-line method, based on useful lives of the assets.

The Company reviews the carrying value of property and equipment for impairment whenever events and
circumstances indicate that the carrying value of an asset may not be recoverable from the estimated future cash
flows expected to result from its use and eventual disposition. In cases where undiscounted expected future
cash flows are less than the carrying value, an impairment Loss 1s recognized egqual to an amount by which the
carrying value exceeds the fair value of assets. The factors considered by management in performing this
assessment include current aperating results, trends and prospects, the manner in which the property 1s used,
and the effects of obsolescence, demand, competition, and other economic factors, Based on this assessment
there was no impairment for December 31, 2024.

A summary of the Company's property and equipment is below.

Property Type Useful Life in Years 2023 2024
Office Equipment 5 54,049 54,049
Tenant Improvement 5-7 43,256 43,256
Automobile 5 56,791 56,791
Bottle Manufacturing Assets Mone* 1,034,264 1,034,264
Machine and Equipment 5 46917 46,917
Less Accumulated Depreciation (175,445) (190,589)
Totals 1,059,831 1,044,687

*Depreciated using units of production
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Bevenue Share Assets — Net

The company retains ownership of the machines, which are classified as revenue share assets. Under the terms
of the customer contract, the customer assumes responsibility for risks such as theft, vandalism, and fire. These
assets are not included under Property, Plant, and Eguipment (PPE), but are instead presented as a separate
class. The company amortizes these assets based on usage tied to sales, rather than recording depreciation,
with the corresponding expense recognized in cost of goods sold (COGS). As of December 31, 2023 and
December 31, 2024, the Revenue Share Assets-MNet amounted to 542,497 and $103,357, respectively.

Intangible Assets

The Company is required to follow the guidance of Accounting Standards Codification 350 ["ASC
350%), Intangibles- Goodwill and Other in accounting for their organization costs and patent acquisition costs.
These assets are amortized over a period of 15 years on a straight-line basis. These assets are considered to
provide long-term economic benefits to the company. As of December 31, 2023 and December 31, 2024, the
total balance of intangible assets amounted to 551,330 and 545,748, respectively.

Fevenue 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 b: Recognize revenue when or as performance obligations are satisfied

The Company generates revenue through the sale of the Drop Duo machine, Drop Carton products, Drop
Flavors, and Drop Refill products. Payments are generally collected immediately, except for the Drop Duo
machine, for which payment is typically collected upon installation. If payment is received in advance for any
product, the Company typically delivers the items within 24 hours, The Company is actively working on pilot
programs with operators and distributors as part of a strategic shift to sales in the coming years. These efforts
are aimed at transitioning from one-off machine sales to broader commercial deployments across multiple
locations.

The Company's primary performance obligations are: (1) for the Drop Duo machine, to deliver and install the
machine and ensure it operates in accordance with its advertised specifications and intended functionality; and
(2) for Drop Carton, Drop Flavors, and Drop Refill products, to deliver products as promised that are compatible
with the Drop Duo machine and meet agreed-upon or advertised specifications.

Advertising Costs

Advertising costs associated with marketing the Company's products and services are expensed as costs are
incurred,
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X L and Administrati

General and administrative expenses consist of parts, supplies, office supplies, insurance, dues and subscription,
and other miscellaneous expenses.

Equity Based C '

The Company accounts for stock options issued to employees under ASC 718 (Stock Compensation). Under ASC
/18, share-based compensation cost to employees is measured at the grant date, based on the estimated fair
value of the award, and is recognized as an item of expense ratably over the employee's requisite vesting period.
The Company has elected early adoption of ASU 2018-07, which permits measurement of stock options at their
intrinsic value, instead of their fair value. An option' s intrinsic value is defined as the amount by which the fair
value of the underlying stock exceeds the exercise price of an option. In certain cases, this means that option
compensation granted by the Company may have an intrinsic value of 0.

The Company measures compensation expense for its non-employee stock-based compensation under ASC 505
(Equity). The fair value of the option issued or committed to be issued is used to measure the transaction, as this
Is more reliable than the fair value of the services received. The fair value is measured at the value of the
Company's common stock on the date that the commitment for performance by the counterparty has been
reached or the counterparty's performance is complete. The fair value of the equity instrument is charged
directly to expense and credited to additional paid- in capital.

Total Incentive Weighted Average

nits Fair Value

Total Incentive Units Outstanding, January 1, 2023 6,429,888 50.00
Granted 495,235 50.00
Exercised - -

Expired / Cancelled (20,000) 0.00
Total Incentive Units Qutstanding, December 31, 2023 6,906,123 S0.00
Granted 366,267 =0.00
Exercised - -

Expired / Cancelled (36.643) 50.00
Total Incentive Units Outstanding, December 31, 2024 7,235,847 S0.00
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Monvested Weighted Average

Incentive Units Fair Value

Monvested Incentive Units, January 1, 2023 1,399,898 50.00
Granted 496,235 50.00
Exercised - -
Vested (282,118) 0,00
Expired / Cancellad (20,000} £0.00
Total Nonvested Incentive Units, December 31, 2023 1,594,016 0,00
Granted 366,367 $0.00
Exercised -

Vested (394,806 50.00
Expired / Cancelled (36,643) 50,00
Total Monvested Incentive Units, December 31, 2024 1,528,934 S0.00

lncome 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 of events that have been included in the financial
statements. Under this method, it determines deferred tax assets and liabilities on the basis of the differences
between the financial statement and tax bases of assets and liabilities by using enacted tax rates in effect for the
year in which the differences are expected to reverse.

The Company's primary tax jurisdictions are the United States. The Company has incurred cumulative losses for
the past two years and has not recorded any current income tax expense for the years ended December 31,
2023 and 2024.

Recent Accounting Pronouncements

The FASEB issues Accounting Standards Updates [ASUs) to amend the authoritative literature in ASC. There
have been a number of ASUs to date that amend the original text of ASC. Management believes that those
issued to date either (i) provide supplemental guidance, (ii) are technical corrections, (iii) are not applicable to us
or (iv) are not expected to have a significant impact on our financial statements.
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NOTE 3 - RELATED PARTY TRANSACTIONS

The Company follows ASC B0, "Related Party Disclosures,” for the identification of related parties and
disclosure of related party transactions.

The Company borrowed 54,500,000 from Belagrasco Investments LLC. Belagrasco Investments LLC is owned
by William Edwards, the father of the CEO of the Company, Scott Edwards. See note 5.

NOTE 4 - COMMITMENTS, CONTINGENCIES, COMPLIANCE WITH LAWS AND REGULATIONS

The Company is not currently invelved with or knows of any pending or threatening litigation against it or any of
its officers. Further, the Company is currently complying with all relevant laws and regulations. The Company
does not have any long-term commitments or guarantees,

rating L.

The Company is required to follow the guidance of Accounting Standards Codification 842 ("ASC B42"), Leases.
On June 25, 2020, the Company entered into a standard industrial/commercial multi-tenant lease with Valladao
Properties, LLC for an approximate 7946-square-foot property located in Redwood City, California. The original
term of the lease was for a period of five years commencing on September 1, 2020 and ending on Movember 30,
2025, On January 18, 2022 the company executed an amendment to its lease agreement in which the Company
subleased 7,750 sguare feet of the property to Skyfront Corp. Subseguent to this sublease arrangement,
Skyfront Corp. assumed responsibility for 97% of the total contractual lease payments. Motably, the company
does not recognize any revenue or expense related to this sublease activity within its financial statements.

On January 26, 2022, the Company entered into a standard industriallcommercial multi-tenant lease with Len
Family Trust for an approximate 9400-square-foot property located in San Luis Obispo, The original term of the
lease was for a period of five years commencing on March 1, 2022 and ending on February 28, 2027.

Year Ending

Lease expense 2024-12
Operating lease expense 189,648
Total 189,648
Other Information

Operating cash flows from operating leases 590,078
ROU assets obtained in exchange for new operating lease liabilities 898,679
Weighted-average remaining lease term in years for operating leases 2.15
Weighted-average discount rate for finance leases 0.00%
Weighted-average discount rate for operating leases 1.71%
Maturity Analysis Operating
2025-12 157,207
2026-12 157,541
2027-12 26,449
2028-12 0.00
2029-12 0.00
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Debt Summary
For the Year Ended December 2023 For the Year Ended December 2024
Mon-Curr
Debt Instrument Principal Interest Maturity Current ent Current Mon-Curre
Mame Amount Rate Date Portion Portion Total Debt Portion nt Portion Total Debt
AFR or 1%,
Loan Payable - whichl:'-.rer is
Related F'art'f 4,500,000 Lovwver J033 - 4,628 BHY 4678 BEE - 4675177 4675177
Loan Payable 32,194 Bl 2024 2,043 - 2,043 - - -
Total 2.043 4,528,888 4,630,931 - 4675177 4675177

Thereafter 0.00

Total undiscounted cash flows 341,198
Less: present value discount (6,034)
Total lease liabilities 335,163

MOTE 5 - LIABILITIES AND DEBT

Loan Payable - Related Party — Between 2020 and 2022, the Company barrowed a total of $4.5 million from
Belagrasco Investments LLC. The loan is unsecured and provided on the most favorable terms, with interest
accruing at the lower of the minimum annual compounding Applicable Federal Rate (AFR) or 1%. The maturity
date is no later than 30 days following the lender’s demand for repayment, which may be made any time after
January 1, 2033. Belagrasco Investments LLC is owned by William Edwards, who is the father of Scott Edwards,
the Company's Chief Executive Officer.

Loan Payable - On April 17, 2019, the Company entered into an auto loan agreement for $32,194, net of a
510,000 down payment. The loan carried an interest rate of 8%. As of December 31, 2024, the auto loan has
bean fully repaid.

NOTE 6 - EQUITY

The Company has authorized 45,500,000 of common shares with a par value of $0.0001 per share. 4,627,316
shares were issued and outstanding as of 2023 and 2024,

Voting: Common stockholders are entitled to one vote per share.

Dividends: The holders of common stock are entitled to receive dividends when and if declared by the Board of
Directors.

The Company has authorized a total of 27,797,743 preferred shares with a par value of $0.0001 per share. Of
the authorized preferred stock of the Company, 14,862,408 are designated as Series A Preferred Stock, 514,145
as Series A-1 Preferred Stock, 2,360,489 as Series A-2 Preferred Stock, and 10,060,701 as Series Seed
Preferred Stock. As of 2023 and 2024, the Company has issued and outstanding the following: 8,327,036 Series
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A Preferred Stock, 514,145 Series Al Preferred Stock, 2,360,489 Series AZ Preferred Stock, 10,060,701 Series
Seed Preferred Stock,

Voting: Each holder of outstanding shares of Preferred Stock shall be entitled to cast the number of votes equal
to the number of whole shares of Commaon Stock.

Dividends: The Corporation shall not declare, pay or set aside any dividends on shares of any other class or
series of capital stock of the Corporation (other than dividends on shares of Common Stock payable solely in
shares of Common Stock) in any calendar year unless (in addition to the obtaining of any consents required
elsewhere in this Amended and Restated Certificate of Incorporation) the holders of the Preferred Stock then
outstanding shall first receive, or simultaneously receive, dividends on each outstanding share of Preferred
Stock.

Conversion: Each share of Preferred Stock shall be convertible, at the option of the holder thereof, at any time
and from time to time, and without the payment of additional consideration by the holder thereof, into such
number of fully paid and non-assessable shares of Common Stock.

4094 Valuation

As of February 29, 2024, a valuation of the Subject Interest was conducted, concluding that the Company’'s Fair
Market Value (FMV) and Fair Value (FV) on a minority, non-marketable basis is $0.10 per share. This conclusion
is based on the data and representations provided by management and is subject to the assumptions and
limitations outlined in the full valuation report, completed on April 23, 2024,

NOTE 7 - SUBSEQUENT EVENTS

The Company has evaluated ewvents subsequent to December 31, 2024 to assess the need for potential
recognition or disclos