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INDEPENDENT ACCOUNTANT’S REVIEW REPORT
To Management
Babe Brewing LL.C

We have reviewed the accompanying financial statements of the Company which comprise the statement
of financial position as of December 31, 2020 & 2021 and the related statements of operations, statement
of changes in member 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.

Going Concern

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

Vince Mongio, CPA, CIA, CFE, MACC
Miami, FL
December 8, 2022
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Statement of Financial Position

As of December 31,
2021 2020
ASSETS
Current Assets
Cash and Cash Equivalents 25,346 35,461
Accounts Receivable 674 1,914
Accounts Receivable - Related Party 41,374 5,372
Accrued Expenses - 1,562
Security Deposits 37,699 39,699
Inventory 11,857 -
Total Current Assets 116,950 84,008
Non-current Assets
Vehicle and Furniture and Fixtures, net of Accumulated
Depreciation 10,361 17,711
Leased Assets, net of Accumulated Depreciation 418,175 337,946
Total Non-Current Assets 428,536 355,657
TOTAL ASSETS 545,486 439,665
LIABILITIES AND EQUITY
Liabilities
Current Liabilities
Accounts Payable 35,326 38,870
Accounts Payable - Related Party - 1,500
Short Term Debt - Related Party 10,199 47,892
Current Portion of Notes Payable 12,873 77,318
Current Portion of Lease Liabilities 65,892 76,386
Sales Tax Payable 1,860 L7
Other Liabilities 2,617 -
Total Current Liabilities 128,767 243,743
Long-term Liabilities
Leases Payable 163,565 51,513
Notes Payable 71,839 74,500
Total Long-Term Liabilities 235,404 126,013
TOTAL LIABILITIES 364,171 369,756
EQUITY
Member Capital 181,315 69,909
TOTAL LIABILITIES AND EQUITY 545,486 439,665




Statement of Operations

Year Ended December 31,
2021 2020
Revenue 772,822 501,850
Cost of Revenue 276,127 228,864
Gross Profit 496,696 272,986
Operating Expenses
Advertising and Marketing 27,299 19,409
General and Administrative 353,624 206,546
Rent and Lease 239,551 86,806
Depreciation 61,173 94,735
Total Operating Expenses 681,646 407,496
Operating Income (loss) (184,951) (134,510)
Other Income
Rental Income 72,061 13,682
Grant Income 15,000 -
PPP Forgiveness 11,467 -
Other 9,503 14,881
Total Other Income 108,030 28,563
Provision for Income Tax - -
Net Income (loss) (76,920) (105,948)
Statement of Changes in Member Equity
Total Member Equity
Beginning Balance at 1/1/2020 182,667
Capital Contributions 14,750
Capital Distributions (21,561)
Net Income (Loss) (105,948)
Ending Balance 12/31/2020 69,909
Capital Contributions 267,467
Capital Distributions (79,141)
Net Income (Loss) (76,920)
Ending Balance 12/31/2021 181,315




Statement of Cash Flows

Year Ended December 31,

2021 2020
OPERATING ACTIVITIES
Net Income (Loss) (76,920) (105,948)
Adjustments to reconcile Net Income to Net Cash provided by
operations:
Depreciation 61,173 94,735
Accounts Payable (3,544) 24,085
Accounts Payable - Related Party (1,500) 1,500
Inventory (11,857) -
Accounts Receivable 1,240 (26,966)
Accounts Receivable - Related Party (36,002) (4,690)
Accrued Expenses 1,562 (1,562)
PPP Loan Forgiveness (11,467) -
Other 2,700 (3,028)
Total Adjustments to reconcile Net Income to Net Cash provided by
operations: 2,305 84,075
Net Cash provided by (used in) Operating Activities (74,615) (21,873)
INVESTING ACTIVITIES
Security Deposits 2,000 (14,699)
Vehicles, Machinery, Equipment, and Leasehold Improvements (159,580) (322,386)
Net Cash provided by (used by) Investing Activities (157,580) (337,084)
FINANCING ACTIVITIES
Net Member Contributions/(Distributions) 188,327 (6,811)
Notes Payable Proceeds (Repayments) (63,440) 134,229
Net Proceeds of Financial Lease Obligations 134,887 204,286
Notes Payable - Related Parties (37,693) 22,813
Net Cash provided by (used in) Financing Activities 222,081 354,516
Cash at the beginning of period 35,461 39,902
Net Cash increase (decrease) for period (10,115) (4,441)
Cash at end of period 25,347 35,461




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
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adjustment to cost of sales) for its right to recover products from customers on settling the refund liability.

Concentration of Revenue

The Company primarily generated revenue from 2 different customers in 2020 and 4 different customers in 2021. The
Company generated revenue, prior to consideration of refunds, of $155,239 or approximately 20% in 2020 and
$167,883 or approximately 33% in 2021. The Company generated revenue, prior to consideration of refunds, of
$158,286 or approximately 20% in 2020 and $95,112 or approximately 19% in 2021. The Company generated
revenue, prior to consideration of refunds, of $101,613 or approximately 20% in 2021. The Company generated
revenue, prior to consideration of refunds, of $149,963 or approximately 30% in 2021,

Grant Income

The Company recognized grant income of $15,000 in relation to a grant provided by the state of California to help
companies during the COVID-19 pandemic.

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.

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 is recognized equal 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 operating
results, trends and prospects, the manner in which the property is used, and the effects of obsolescence, demand,
competition, and other economic factors. Based on this assessment there was no impairment for December 31, 2021.

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






