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INDEPENDENT ACCOUNTANT’S REVIEW REPORT
To Management
The Block Distilling Company, LLC

We have reviewed the accompanying financial statements of the Company which comprise the statement
of financial position as of December 31, 2022 & 2021 and the related statements of operations, statement
of changes in members’ 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 inquiries of Company management. A review is substantially less in scope than
an audit, the objective of which is the expression of an opinion regarding the financial statements as a
whole. Accordingly, we do not express such an opinion.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal 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 is 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

Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter Regarding Going Concern

As discussed in Note 8, certain conditions indicate substantial doubt that the Company will be able to
continue as a going concern. The accompanying financial statements do not include any adjustments that
might be necessary should the Company be unable to continue as a going concern. Management has
evaluated these conditions and plans to generate revenues and raise capital as needed to satisfy its capital
needs.

On behalf of Mongio and Associates CPAs, LLC
Vince Mongio, CPA, EA, CIA, CFE, MACC

Miami, FL
February 26, 2024
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Statement of Financial Position

As of December 31,
2022 2021
ASSETS
Current Assets
Cash and Cash Equivalents 33,291 39,655
Accounts Receivable 19,923 16,589
Inventory 440,339 335,939
Employee Retention Credit Receivable - 87,494
Total Current Assets 493,554 479,678
Non-current Assets
Equipment, Furniture & Fixtures, Vehicles, Leasehold Improvements, net
of Accumulated Depreciation 1,810,094 1,434,881
Right-of-Use Asset - Operating Leases, Net of Accumulated Amortization 2,476,606 -
Security Deposits 9,545 9,545
Other Assets 651 651
Total Non-Current Assets 4,296,896 1,445,078
TOTAL ASSETS 4,790,449 1,924,756
LIABILITIES AND EQUITY
Liabilities
Current Liabilities
Accounts Payable 353,969 211,617
Line of Credit 27,710 34,853
Notes Payable 200,000 25,000
Notes Payable - Related Party 482,343 401,296
Whiskey Notes 21,000 57,000
Current Portion of Revenue-Based Financing 31,231 -
Current Portion of Long Term Notes Payable 38,563 29,258
PPP Loan - 46,512
Deferred Rent 38,651 59,753
Deferred Revenue 57,156 35,670
Accrued Interest 62,162 179,058
Short-term Lease Liability - Operating Leases 222,598 -
Sales Tax Payable 7,095 5,072
Other Liabilities 14,680 2,433
Total Current Liabilities 1,557,157 1,087,523
Long-term Liabilities
Long Term Notes Payable 462,783 277,996
Revenue-Based Financing 37,778 -
EIDL 150,000 150,000
Long-term Lease Liability - Operating Leases 2,294,755 -
Total Long-Term Liabilities 2,945,316 427,996
TOTAL LIABILITIES 4,502,473 1,515,518
EQUITY
Class A Preferred Shares 725,000 725,000
Class AA Preferred Shares 104,068 104,068
Class AAA Preferred Shares 2,082,025 1,529,789
Accumulated Deficit (2,623,117) (1,949,620)
Total Equity 287,976 409,237

TOTAL LIABILITIES AND EQUITY 4,790,449 1,924,756




Statement of Operations

Year Ended December 31,
2022 2021

Revenue 1,077,525 950,784
Cost of Revenue 297,334 230,084
Gross Profit 780,191 720,699
Operating Expenses
Advertising and Marketing 40,077 57,287
General and Administrative 559,810 424,037
Legal and Professional 243,332 62,737
Rent and Lease 268,222 248,504
Owner Guaranteed Payments 156,000 153,000
Depreciation 184,533 168,234
Total Operating Expenses 1,451,975 1,113,799
Operating Income (loss) (671,784) (393,100)
Other Income
PPP Loan Forgiveness 46,512 61,642
Grant Income 10,000 -
Other 5,000 -
Total Other Income 61,512 61,642
Other Expense
Interest Expense 77,856 187,867
Loss on Sale of Revenue 29,308 11,050
Other = 12,821
Total Other Expense 107,164 211,738
Earnings Before Income Taxes (717,436) (543,196)
Provision for Income Tax Expense/(Benefit)
Net Income (loss) (717,436) (543,196)



Statement of Cash Flows

Year Ended December 31,
2022 2021
OPERATING ACTIVITIES
Net Income (Loss) (717,436) (543,196)
Adjustments to reconcile Net Income to Net Cash provided by
operations:
Depreciation 184,533 168,234
PPP Loan Forgiveness (46,512) (15,130)
Operating Lease Expense 40,747 -
Changes in Operating Assets and Liabilities:
Accounts Payable and Accrued Expenses 142,351 71,166
Accrued Interest (10,736) 111,856
Inventory (104,400) (65,784)
Accounts Receivable (3,334) (3,882)
Employee Retention Credit Receivable 87,494 (34.,975)
Deferred Rent (21,101) 28,724
Sales Tax Payable 2,022 (1,230)
Deferred Revenue 21,486 7,203
Other 12,247 (2,399)
Total Adjustments to reconcile Net Income to Net Cash
provided by operations: 304,797 263,783
Net Cash provided by (used in) Operating Activities (412,639) (279,413)
INVESTING ACTIVITIES
Equipment (55,567) (11,789)
Furniture & Fixtures (592) 2421
Vehicles (21,249) (5,300)
Leasehold Improvements (482,337) (258,547)
Net Cash provided by (used by) Investing Activities (559,746) (273,216)
FINANCING ACTIVITIES
Issuance of Class AAA Preferred Shares 376,014 666,367
Proceeds from Notes Payable 656,200 28,761
Payments on Notes Payable (74,829) (160,271)
Proceeds from Whiskey Notes - 15,000
Payments on Whiskey Notes (22,000) (21,000)
Payments on Line of Credit (7,143) (9,776)
Proceeds from Revenue-Based Financing 37,778 -
Net Cash provided by (used in) Financing Activities 966,020 519,080
Cash at the beginning of period 39,655 73,203
Net Cash increase (decrease) for period (6,364) (33,548)
Cash at end of period 33,291 39,655
OTHER NONCASH FINANCING ACTIVITIES
Conversion of Notes Payable to Class AAA (100,000) (294,806)
Conversion of Whiskey Notes to Class AAA (14,000) (48,000)

Conversion of Accrued Interest to Class AAA

(62,221)

(190,616)



Statement of Changes in Member Equity

Common Class A Preferred Class AA Preferred Class AAA Preferred

Total

# of Shares S}#:a(:‘lc‘as Amiunt Slfa(;'is $ Amount Slfa(:'fes $ Amount if;]llllrsnt:‘}zlt‘l‘:g Accﬁ?ﬁltl:li?ted R]/E:eq]:i':;r
Beginning Balance at
1/1/2021 1,500,000 1,015,000 725,000 62,441 104,068 121,386 330,000 (7,921) (1,398,503) (247,356)
Issuance of Common 9,648 - - - - - - - - -
Issuance of Class AAA - - - - - 216,948 666,367 - - 666,367
Whiskey Note Conversions - - - - - 27,575 74,964 - - 74,964
12% Note Conversions - - - - - 168,640 458,459 - - 458,459
Net Income (Loss) - - - - - - - - (543,196) (543,196)
Ending Balance 12/31/2021 1,509,648 1,015,000 725,000 62,441 104,068 534,549 1,529,789 (7,921) (1,941,699) 409,237
Issuance of Common 42,000 - - - - - - - - -
Issuance of Class AAA - 114,042 351,014 - - 351,014
Whiskey Note Conversions - - - - - 10,381 28,221 - - 28,221
12% Note Conversions - - - - - 54,440 148,000 - - 148,000
Note Conversion - - - - - 9,196 25,000 - - 25,000
Net Income (Loss) - - - - - - - - (717,436) (717,436)
Prior Period Adjustment - 43,939 43,939

Ending Balance 12/31/2022 1,551,648 1,015,000 725,000 62,441 104,068 722,608 2,082,025 36,018 (2,659,135) 287,976




The Block Distilling Company, LL.C
Notes to the Unaudited Financial Statements
December 31st, 2022
$USD

NOTE 1 - ORGANIZATION AND NATURE OF ACTIVITIES

The Block Distilling Company, LLC (“the Company”) was formed in Colorado on August 5%, 2015. The Company
generates revenue from the manufacturing and sale of alcoholic spirits and RTDs from its headquarters in Denver,
CO. The Company's customers are mainly located in Colorado; however, the Company will add out-of-state
distribution through wholesale distributors.

The Company will conduct a crowdfunding campaign under regulation CF in 2024 to raise operating capital.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

Our financial statements are prepared in accordance with U.S. generally accepted accounting principles (“GAAP”).
Our fiscal year ends on December 31. The Company has no interest in variable interest entities and no predecessor
entities.

Use of Estimates and Assumptions

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America 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

Cash and cash equivalents include all cash balances, and highly liquid investments with maturities of three months or
less when purchased.

Fair Value of Financial Instruments

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: defined as observable inputs such as quoted prices in active markets;

Level 2: defined as inputs other than quoted prices in active markets that are either directly or indirectly observable;
and

Level 3: defined as unobservable inputs in which little or no market data exists, therefore requiring an entity to develop
its own assumptions.

Concentrations of Credit Risks

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.



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

Tasting Room Sales — The Company generates revenue from the sale of cocktails and bottled spirits on its premises.
Cash is received at the point of sale, and revenue is recognized when the Company satisfies its performance obligation
of transferring the good or service to the customer.

Sales of Spirits - The Company generates revenue from the wholesale of its bottled spirits to distributors. The
Company’s performance obligation 1s the delivery of these products. Revenue is recognized on a Net 30 basis
following the date of shipment, net of estimated returns. Coincident with revenue recognition, the Company
establishes a liability for expected returns and records an asset (and corresponding adjustment to cost of sales) for its
right to recover products from customers on settling the refund liability.

A summary of the Company’s revenue is provided below:

Revenue Type 2022 2021
Tasting Room Sales 838,780 806,824
Sales of Spirits 169,441 91,384
Other (Specialty Sales, Food Truck, Merchandise, etc.) 69,304 52,577
Grand Total 1,077,525 95(,784

As of December 31, 2022 and 2021, the Company had respective deferred revenue of $57,156 and $35,670 where
cash was received with remaining performance obligations to be satisfied. Deferred revenue consists of (i) club
memberships whereby the Company is obligated to provide 2 bottles from each limited quarterly release, (ii) sale of
whiskey barrels, and (iii) gift cards. In relation to the club memberships and whiskey barrels, the Company defers and
subsequently recognizes revenue as the bottles and barrels are provided to customers at which point performance
obligations become satisfied. A summary of the Company’s deferred revenue is provided below:

Deferred Revenue 2022 2021
Club Memberships 18,050 22,990
Whiskey Barrels 38,625 12,500
Gift Cards 481 180
Grand Total 57,156 35,670
Other Income

In November 2022, the Company received a sustainability grant from the city of Denver in the total amount of $10,000.
Furthermore, please see “Note 5” regarding the forgiveness of the Company’s two PPP loans in the respective amounts
of $46,512 and $61,642 as of December 31, 2022 and 2021.

Property and Equipment

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.



