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DAVID SON & COMPANY LLP Chartered Professional Accountants

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Directors of Yerbaé Brands Corp.

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of Yerbaé Brands Corp. (the “Company”) as of
December 31, 2023, and 2022 and related consolidated statements of operations and comprehensive loss, changes in
shareholders’ deficiency, and cash flows for the years ended December 31, 2023, and 2022, and the related notes (collectively
referred to as the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2023, and 2022 and the results of its operations and its cash flows for
the years ended December 31, 2023, and 2022, in conformity with accounting principles generally accepted in the United States
of America.

Going Concern

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As
discussed in Note 1 to the financial statements, the Company has suffered recurring losses from operations and negative cash
flows from operations that raise substantial doubt about its ability to continue as a going concern. Management's plans in regard
to these matters are also described in Note 1. The financial statements do not include any adjustments that might result from
the outcome of this uncertainty.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting
Oversight Board (United States) ("PCAOB") and are required to be independent with respect to the Company in accordance
with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and
the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due
to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. As part of our audits, we are required to obtain an understanding of internal control over financial reporting
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial reporting.
Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due
to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting
principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audits provide a reasonable basis for our opinion.

We have served as the Company’s auditor since 2023.
/s DAVIDSON & COMPANY LLP

Vancouver, Canada Chartered Professional Accountants

April 22, 2024 A member of
Nexia

International

1200 - 609 Granville Street, PO. Box 10372, Pacific Centre, Vancouver, B.C., Canada V7Y 1G6
Telephone (604) 6870947 Davidson-co.com



YERBAE BRANDS CORP.
CONSOLIDATED BALANCE SHEETS
(In United States dollars, except share data)

December 31,

Note 2023 2022

CURRENT ASSETS

Cash $ 977,373 $ 857,710

Accounts receivable 1,020,056 922,725

Inventory 5 962,288 921,954

Prepaid expenses & other current assets 871,432 650,194
Total current assets $ 3,831,149 $ 3,352,583
NONCURRENT ASSETS

PPE 6 60,453 191,200

Right of use asset 8 210,208 292,627
Total noncurrent assets $ 270,661 $ 483,827
Total assets $ 4,101,810 $ 3,836,410
CURRENT LIABILITIES

Accounts payable $ 1,689,407 $ 2,520,608

Accrued expenses 7 840,426 654,457

Notes payable, current portion 10 340,178 3,810,084

Line of credit 9 - 879,555

Lease liability, current portion 8 117,660 50,634
Total current liabilities $ 2,987,671 $ 7,915,338
NONCURRENT LIABILITIES

Notes payable, non-current portion 10 2,234,038 281,421

Lease liability, non-current portion 8 155,107 272,767
Total noncurrent liabilities $ 2,389,145 $ 554,188
Total liabilities $ 5,376,816 $ 8,469,526
EQUITY

Common shares - without par value, 100,000,000 preferred shares

authorized, 58,822,126 and 30,217,566 shares issued and outstanding at

December 31, 2023 and 2022, respectively. - 3,022

Additional paid-in capital 33,212,631 9,027,460

Accumulated deficit (34,487,637) (13,663,598)
Total deficiency $ (1,275,006)  $ (4,633,116)
Total Liabilities & shareholders' deficiency $ 4,101,810 $ 3,836,410

The accompanying notes are an integral part of these consolidated financial statements.



YERBAE BRANDS CORP.
STATEMENT OF OPERATIONS AND COMPREHENSIVE LOSS
(In United States dollars, except share data)

For the Year Ended December 31,

Note 2023 2022

Revenues $ 12,016,378 $ 7,115,919
Cost of sales 17 5,976,077 2,952,273
Gross profit $ 6,040,301 $ 4,163,646
General and administrative 18 $ 19,299,491 $ 7,073,998
Sales, advertising and marketing 6,905,303 $ 4,013,614
Total expenses $ 26,204,794 $ 11,087,612
Net loss before other income/(expense) (20,164,493) (6,923,966)
Interest expense 285,590 176,167
Accretion expense 373,956 1,219,569
Total other expenses 659,546 1,395,736
Net loss before income taxes (20,824,039) (8,319,702)
Income tax expense 16 - -
Net loss and comprehensive loss $ (20,824,039) $ (8,319,702)
Basic and diluted loss per share 14 ($0.39) ($0.28)
Basic and diluted weighted average shares outstanding 14 53,850,285 29,591,560

The accompanying notes are an integral part of these consolidated financial statements.



YERBAE BRANDS CORP.
CONSOLIDATED STATEMENT OF SHAREHOLDERS’ DEFICIENCY
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
(In United States dollars, except share data)

Common Stock Additional Accumulated
Shares Amount Paid-In Capital Deficit Total
Balance, December 31, 2021 29,354,431 $ 2,935 $ 4,928,816 $ (5,343,896) $ (412,145)
Issuance of common shares 863,135 87 1,049,181 - 1,049,268
Stock compensation expense - - 586,945 - 586,945
Issuance of warrants - - 2,462,518 - 2,462,518
Net loss - - - (8,319,702) (8,319,702)
Balance, December 31, 2022 30,217,566 $ 3,022 $ 9,027,460 $  (13,663,598) $  (4,633,116)
Recapitalization 8,239,215 (3,022) 643,731 - 640,709
Convertible debt conversion into common shares 6,013,624 - 5,039,606 - 5,039,606
Shares issued as compensation in connection with financings 5,554,447 - (481,574) - (481,574)
Issuance of common shares 2,522,810 - 4,619,081 - 4,619,081
‘Warrant issuance - - 4,384,524 - 4,384,524
Exercise of warrants 1,274,464 - 1,225,741 - 1,225,741
Performance shares issued in connection with Merger 5,000,000 - 6,086,596 - 6,086,596
Stock based compensation expense - - 2,667,466 - 2,667,466
Net loss - - - (20,824,039) (20,824.,039)
Balance, December 31, 2023 58,822,126 $ - $ 33,212,631 $  (34,487,637) $  (1,275,006)

The accompanying notes are an integral part of these consolidated financial statements.



YERBAE BRANDS CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In United States dollars)
For the Years Ended December 31,

" 2023 " 02
Cash flows from operating activities:
Net loss $ (20,824,039) $ (8,319,702)
Adjustment to reconcile net loss to net cash used in operating activities:
Share-based compensation 2,667,466 586,945
Performance shares granted upon consummation of RTO 6,086,596 -
Share-based payments for services 149,998 -
Depreciation and amortization 34,579 50,691
Gain on sale of equipment (777) -
Lease expense 31,785 30,774
Accretion expense 373,956 1,219,569
Change in operating assets and liabilities:
Accounts receivable (97,331) (622,597)
Inventory (40,334) (484,578)
Prepaid expenses (221,238) (547,665)
Accounts payable (1,083,831) 1,747,943
Accrued interest 101,064 46,895
Accrued expenses 99,567 234,291
Net cash used in operating activities (12,722,539) (6,057,434)
Cash flows from investing activities:
Recapitalization 640,709 -
Proceeds from the sale of equipment 96,945 -
Net cash flows provided by (used in) investing activities: 737,654 -
Cash flows from financing activities:
Proceeds from debt instruments and notes payable 6,888,910 7,686,525
Payments on debt instruments and notes payable (4,422,780) (2,168,728)
Warrants exercised 1,225,741 -
Proceeds from issuance of common stock and warrants 8,412,677 1,049,437
Net cash flows provided by financing activities: 12,104,548 6,567,234
Net change in cash 119,663 509,800
Cash, beginning of period 857,710 347,910
Cash, end of period $ 971,373 $ 857,710
Supplemental disclosure of cash flow information
Cash paid for interest $ 91,825 $ 186,703
Right-of-use assets obtained in exchange for operating lease liabilities $ - $ 321,100
Conversion of notes payable to common stock $ 5,039,606 $ -
Accretion of debt discount $ 373,956 $ 1,219,569
Reverse takeover transaction $ (569,115) $ -

The accompanying notes are an integral part of these consolidated financial statements.



NOTE 1 - NATURE AND DESCRIPTION OF BUSINESS

Yerbaé Brands Corp. (“Yerbaé” and, together with its subsidiary, the “Company”. “we”, or “us”) is a corporation
existing under the Business Corporations Act (British Columbia) (“BCBCA”). Yerbaé’s principal subsidiaries are
Yerbaé Brands Co. (“Yerbaé USA”) and Yerbaé LLC of which Yerbaé owns 100% interests in. Yerbaé is a beverage
manufacturer focusing on the development and distribution of plant-based energy drinks and seltzers.

On May 19, 2022, Yerbaé (formerly Kona Bay Technologies Inc. (“Kona Bay”)) entered into a definitive arrangement
agreement and plan of merger, as amended on August 31, 2022 and February 8, 2023, with Yerbaé USA, Kona Bay
Technologies (Delaware) Inc. (“Merger Sub”), a wholly-owned Delaware subsidiary of the Company, 1362283 B.C.
Ltd. (“FinCo”), a wholly-owned British Columbia subsidiary of Kona Bay, Todd Gibson and Karrie Gibson, pursuant
to which Kona Bay proposed to complete a business combination with Yerbaé USA via the acquisition of all of the
issued and outstanding securities of Yerbaé USA from the securityholders (collectively, the “Original Yerbaé
Securityholders”) of Yerbaé USA (the “Transaction”). The Transaction was subject to the approval of the TSX
Venture Exchange (“TSXV”) and constituted a reverse takeover of Kona Bay by Yerbaé USA as defined in TSXV
Policy 5.2 — Change of Business and Reverse Takeovers.

On February 8, 2023, Yerbaé completed the Transaction with Yerbaé USA by way of a reverse merger conducted
pursuant to: (i) the provisions of the Delaware General Corporations Law (“DGCL”) in which Merger Sub merged
with and into Yerbaé USA, and (ii) a plan of arrangement conducted pursuant to the provisions of the BCBCA, which
resulted in the amalgamation of Kona Bay with FinCo. In connection with the closing of the Transaction, Yerbaé
(formerly, Kona Bay Technologies Inc.) consolidated its issued and outstanding common shares (each, a “Common
Share”) on the basis of 5.8 pre-consolidation Common Shares for every one post-consolidation Common Share and
changed its name from “Kona Bay Technologies Inc.” to “Yerbaé Brands Corp.”, details of the reverse takeover
Transaction is fully described in Note 4 to the consolidated financial statements.

Basis of Presentation and Principles of Consolidation

The accompanying consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States (“U.S. GAAP”), and include Yerbaé and its subsidiaries and include the
accounts of all majority owned subsidiaries over which the Company exercises control and, when applicable, entities
in which the Company has a controlling financial interest. All intercompany balances and transactions have been
eliminated in consolidation. The Company had the following wholly-owned consolidated subsidiaries as of December
31,2023:

Direct or
Jurisdiction of Ownership Indirect
Subsidiary Date of Incorporation Incorporation Percentage Ownership
Yerbaé Brands Co. August 21, 2020 Delaware 100% Direct
Yerbaé LLC" May 18,2016 Delaware 100% Indirect

M Yerbaé LLC is a wholly-owned subsidiary of Yerbaé Brands Co.
Going Concern

Yerbaé’s evaluation of its ability to continue as a going concern requires it to evaluate its future sources and uses of
cash sufficient to fund its currently expected operations in conducting business activities one year from the date its
consolidated financial statements are issued. Yerbaé evaluates the probability associated with each source and use of
cash resources in making its going concern determination.

As discussed in Yerbaé’s consolidated financial statements, management believes that it is probable that the Company
will be unable to meet its obligations as they come due within one year after the date that the financial statements are
issued. Should the additional planned financings not occur as expected, management will implement alternative
arrangements and such arrangements could have a potentially significant negative impact on the current net asset value
of the Company. These alternatives include: (1) raising additional capital by means other than those planned through
equity and/or debt financings; and/or (2) entering into new commercial relationships to help fund future expenses.



As a result of the Company’s recurring losses from operations, and the need for additional financing to fund its
operating and capital requirements within one year after the date that the financial statements are issued, there is
uncertainty regarding the Company’s ability to maintain liquidity sufficient to operate its business effectively, which
raises substantial doubt as to the Company’s ability to continue as a going concern.

Management Estimates

The preparation of consolidated financial statements in accordance with U.S. GAAP requires the use of estimates and
assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. These
estimates are based on historical experience and various other assumptions that management believes to be reasonable
under the circumstances, including the potential future effects of macroeconomic trends and events, such as inflation
and interest rate levels; supply chain disruptions; uncertainty from potential recessionary effects; climate-related
matters; market, industry and regulatory factors, including permitting issues; global events, such as the ongoing
military conflicts in Ukraine and Palestine; and public health matters. These estimates form the basis for making
judgments about the Company’s operating results and the carrying values of assets and liabilities that are not readily
apparent from other sources. While management believes that such estimates are reasonable when considered in
conjunction with the Company’s consolidated financial position and results of operations taken as a whole, actual
results could differ materially from these estimates.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Revenue Recognition

The Company recognizes revenue in accordance with the five-step model outlined in ASC 606-Revenue from
Contracts with Customers. Specifically, the Company recognizes revenue from the sale of Yerbaé product to its
customers by applying the following steps:

Identify the contract(s) with a customer

Identify the performance obligations in the contract

Determine the transaction price

Allocate the transaction price to the performance obligations in the contract
Recognize revenue when (or as) the entity satisfies a performance obligation

I

Refer to Note 3 to the consolidated financial statements for additional information regarding the Company’s
recognition, measurement and disclosure of its contracts with customers.

Income Taxes

Income taxes are accounted for using the asset and liability method in accordance with Financial Accounting Standards
Board (“FASB”) Accounting Standard Codification (“ASC”) 740, Income Taxes (“ASC 740”), 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, deferred tax assets and liabilities are determined based on the
differences between the financial statements and tax basis of assets and liabilities using enacted tax rates in effect for
the year in which the differences are expected to reverse. The effect of a change in tax rates on deferred tax assets and
liabilities is recognized in income in the period that includes the enactment date.

The Company records net deferred tax assets to the extent it believes these assets will more-likely-than-not be realized.
In making such determination, the Company considers all available positive and negative evidence, including future
reversals of existing taxable temporary differences, projected future taxable income, tax planning strategies and recent
financial operations. In the event the Company was to determine that it would be able to realize its deferred income
tax assets in the future in excess of its net recorded amount, the Company would make an adjustment to the valuation
allowance which would reduce the provision for income taxes.



Cash and Cash Equivalents

Cash in the statement of financial position are comprised of cash at banks and on hand and short-term highly liquid
deposits with a maturity date of three months or less, that are readily convertible to a known amount of cash and
subject to an insignificant risk of changes in value. For the purposes of the statement of cash flows, cash and cash
equivalents consist of cash and short-term deposits. At certain times, the amount of cash equivalents at any one
institution may exceed the federally insured prescribed limits; however, no losses have been incurred to date.

Accounts Receivable

Accounts receivables, net of the allowance for doubtful accounts, represent their estimated net realizable value, which
approximates fair value. Provisions for doubtful accounts are recorded based on historical collection experience and
the age of the receivables. Receivables are written off when they are deemed uncollectible.

Inventory

Inventory is valued at the lower of cost or net realizable value with cost determined on a first-in/first-out basis. The
cost of inventory includes material and manufacturing costs. Inventoriable costs are expensed to cost of goods sold on
the Consolidated Statement of Operations and Comprehensive Loss in the same period as finished products are sold.
The amount of any write-down of inventory to net realizable value and all losses of inventory are recognized as an
expense in the period when the write-down or loss.

Leases

In the ordinary course of business, the Company enters into agreements that provide financing for equipment and for
other warehouse facility and vehicle needs. The Company reviews all agreements to determine if a leasing arrangement
exists. When a leasing arrangement is identified, a determination is made at inception as to whether the lease is an
operating or a finance lease. A lease exists when a contract conveys the right to control the use of an identified asset
for a period of time in exchange for consideration. In determining whether a lease exists, the Company considers
whether a contract provides both the right to obtain substantially all of the economic benefits from the use of an asset
and the right to direct the use of the asset. Right-of-use assets and lease liabilities are recognized at the lease
commencement date based on the present value of the minimum future lease payments over the expected term of the
lease. The Company’s lease assets are primarily concentrated in vehicles, machinery and equipment.

Leases with an initial term of 12 months or less are classified as short-term leases and are not recognized in the
consolidated balance sheets unless the lease contains a purchase option that is reasonably certain to be exercised, or
unless it is reasonably certain that the equipment will be leased for greater than 12 months. The volume of lease
activity for leases with an initial term of 12 months or less varies depending upon the number of ongoing projects at
a given time, as well as the location and type of equipment required in connection with those projects. Lease payments
for short-term leases are recognized on a straight-line basis over the lease term, and primarily relate to equipment used
on construction projects, for which the rentals are based on daily, weekly or monthly rental rates, and typically contain
termination for convenience provisions. Lease determinations are reassessed in the event of a change in lease terms.
The Company has a limited number of sublease, equipment and other leasing arrangements, which are not considered
material to the consolidated financial statements.

Long-Lived Assets

Management regularly reviews property and equipment and other long-lived assets for possible impairment. This
review occurs annually, or more frequently if events or changes in circumstances indicate the carrying amount of the
asset may not be recoverable. If there is an indication of impairment, management then prepares an estimate of future
cash flows (undiscounted and without interest charges) expected to result from the use of the asset and its eventual
disposition. If these cash flows are less than the carrying amount of the asset, an impairment loss is recognized to
write down the asset to its estimated fair value. The fair value is estimated using the present value of the future cash
flows discounted at a rate commensurate with management’s estimates of the business risks. Preparation of estimated
expected future cash flows is inherently subjective and is based on management’s best estimate of assumptions



concerning expected future conditions. No impairments were recognized during either the year ended December 31,
2023 or December 31, 2022.

Fair Value Measurement

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit
price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market
participants on the measurement date. The Company utilizes a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value into three broad levels. The following is a brief description of those
three levels:

Level 1: Observable inputs based on 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 and liabilities in active markets, or quoted prices for
identical assets and liabilities in markets that are not active.

Level 3: Unobservable inputs that reflect the Company’s own assumptions. While the Company does not
have any financial instruments that are measured to fair value on a recurring or non-recurring basis, it does
have financial instruments, such as cash, notes payable, and the line of credit as of both December 31, 2023,
and December 31, 2022. The fair value of the cash and line of credit is equal to their carrying value due to
the short-term nature and liquidity of the instruments. Similarly, the fair value of the notes payable, which
are categorized as level 3 instruments, are also equal to their carrying value due to their recent issuance at
interest rates that are prevalent in the market for a smaller company as of the reporting date.

Sales, Advertising and Marketing

The Company supports its products with advertising to build brand awareness of the Company’s various products in
addition to other marketing programs executed by the Company’s contract marketing teams. Advertising costs for the
years ended December 31, 2023 and 2022 were approximately $6.9 million and $4.0 million, respectively.

Deferred Financing Costs

In accordance with the guidance in SAB Topic 5.A, the Company defers specific incremental costs directly attributable
to proposed or actual offerings and will subsequently charge the deferred costs against the gross proceeds of the
offering. Deferred costs of an aborted offering are not deferred and charged against the proceeds of a subsequent
offering.

Share-Based Compensation

The Company measures fair value of employee stock-based compensation awards on the date of grant and allocates
the related expense over the requisite service period. Further, the Company also grants non-employee options in
exchange for certain goods and services. Similar to employee options, non-employee options are measured at fair
value as of the grant date and are recognized when the goods or services or obtained. The fair value of restricted share
units and performance share units is equal to the market price of the Company’s common share on the date of grant.

The fair value of stock options are measured using the Black-Scholes-Merton valuation model. The expected volatility
is based on the implied volatilities for comparable companies and the expected life of the award is based on the
simplified method.

When awards include a performance condition that impacts the vesting of the award, the Company records
compensation cost when it becomes probable that the performance condition will be met and the expense will be
attributed over the explicit or implicit service period. The Company accounts for forfeitures as they occur. Any
previously recognized expense related to the forfeited awards will be reversed during the period of forfeiture.
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When awards include a performance condition that impacts the vesting of the award, the Company records
compensation cost when it becomes probable that the performance condition will be met and the expense will be
attributed over the explicit or implicit service period. The Company accounts for forfeitures as they occur. Any
previously recognized expense related to the forfeited awards will be reversed during the period of forfeiture.

Segment Reporting

The Company’s operating segments are reported in a manner consistent with internal reporting provided to the chief
operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources and
assessing performance of the operating segments, has been identified as the Chief Executive Officer (“CEO”). In
addition to requiring certain information about operating segments, ASC 280 also requires that entities report certain
information about their products and services, the geographic areas in which they operate, and their major customers.

Currently, the Company conducts its business within a single operating segment. Further, the Company does not have
any long-lived assets located outside of the United States.

Complex Financial Instruments
Convertible Debt

To support its ongoing financing needs, the Company may issue debt with certain embedded options, such as a
conversion option, and detachable warrants. In accounting for the convertible debt, the Company follows the guidance
in ASC 815-15 to determine whether the embedded conversion option should be considered an embedded derivative.
If Yerbaé determines that the conversion option should be considered an embedded derivative, it then assesses the
guidance in ASC 815-40 to determine if the embedded derivative is considered indexed to the Company’s stock. If
the embedded derivative is not considered indexed to the Company’s stock, Yerbaé would separate the embedded
derivative from its debt host (based on its estimated fair value) and recognize it as a derivate liability to be re-measured
to fair value at the end of each reporting period. For convertible debt issued during the fiscal year ended December
31, 2023 and December 31, 2022, Yerbaé determined that the embedded conversion option was indexed to the
Company’s stock and should therefore not be bi-furcated from the debt host and recognized as a derivative liability.

Detachable Warrants

In addition to convertible debt, the Company may also issue detachable warrants in connection with future financings.
In accounting for the warrants, the Company will first determine whether they are in the scope of ASC 480 and
therefore whether they are to be recognized as a liability and re-measured to fair value at the end of each reporting
period. If the warrants are not within the scope of ASC 480, the Company will then determine if they satisfy the
derivative criteria outlined in ASC 815-10. If the warrants satisfy the criteria outlined in in the ASC subtopic, Yerbaé
will then determine if they are indexed to the Company’s Common Shares. If the warrants are not considered indexed
to the Company’s Common Shares, they will be recognized as a derivative liability and re-measured to fair value at
the end of each reporting period. For warrants issued during either the year ended December 31, 2023 or December
31, 2022, the Company determined that they are indexed to the Company’s Common Shares and should therefore be
classified in equity.

Allocation of Proceeds

In situations where the Company issues convertible debt with detachable warrants, Yerbaé determines the allocation
of proceeds based on the guidance in ASC 470-20 (assuming the conversion option is not bi-furcated from the debt
host and the warrants are equity classified). Specifically, the Company allocates the proceeds between the convertible
debt and detachable warrants based on their relative fair value. The portion allocated to the detachable warrants is then
recognized as a debt discount and amortized to interest expense over the estimated life of the debt. If the debt is either
paid down or converted to equity prior to its maturity date the Company will immediately recognize the remaining
debt discount to interest expense.
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Recent Accounting Pronouncements

Segment Reporting (Topic 280): Improvements to Reportable Segment Disclosures-In November 2023, the Financial
Accounting Standards Board (“FASB”) issued Accounting Standard Update (“ASU”) No. 2023-07, Segment
Reporting (Topic 280): Improvements to Reportable Segment Disclosures, which requires a public entity to disclose
significant segment expenses and other segment items on an annual and interim basis and provide in interim periods
all disclosures about a reportable segment’s profit or loss and assets that are currently required annually. Additionally,
it requires a public entity to disclose the title and position of the Chief Operating Decision Maker (“CODM”). The
ASU does not change how a public entity identifies its operating segments, aggregates them, or applies the quantitative
thresholds to determine its reportable segments. The new standard is effective for fiscal years beginning after
December 15, 2023, and interim periods within fiscal years beginning after December 15, 2024, with early adoption
permitted. A public entity should apply the amendments in this ASU retrospectively to all prior periods presented in
the financial statements. Yerbaé expects this ASU to only impact its disclosures with no impacts to the Company’s
results of operations, cash flows and financial condition.

Income Taxes (Topic 740): Improvements to Income Tax Disclosures-In December 2023, the FASB issued ASU No.
2023-09, Income Taxes (Topic 740): Improvements to Income Tax Disclosures, which focuses on the rate
reconciliation and income taxes paid. ASU No. 2023-09 requires a public business entity (“PBE”) to disclose, on an
annual basis, a tabular rate reconciliation using both percentages and currency amounts, broken out into specified
categories with certain reconciling items further broken out by nature and jurisdiction to the extent those items exceed
a specified threshold. In addition, all entities are required to disclose income taxes paid, net of refunds received
disaggregated by federal, state/local, and foreign and by jurisdiction if the amount is at least 5% of total income tax
payments, net of refunds received. For PBEs, the new standard is effective for annual periods beginning after
December 15, 2024, with early adoption permitted. An entity may apply the amendments in this ASU prospectively
by providing the revised disclosures for the period ending December 31, 2025 and continuing to provide the pre-ASU
disclosures for the prior periods, or may apply the amendments retrospectively by providing the revised disclosures
for all period presented. Yerbaé expects this ASU to only impact its disclosures with no impacts to the Company’s
results of operations, cash flows, and financial condition.

NOTE 3 - REVENUE FROM CONTRACTS WITH CUSTOMERS

The Company is in the business of manufacturing plant-based beverages and derives its revenues from one primary
source-product sales. Revenue from contracts with customers is recognized when control of the goods are transferred
to the customer at an amount that reflects the consideration to which the Company expects to be entitled in exchange
for those goods.

The Company recognizes revenue in accordance with the five-step model outlined in ASC 606-Revenue from
Contracts with Customers. Specifically, the Company recognizes revenue from the sale of Yerbaé product to the
customers by applying the following steps:

Identify the contract(s) with a customer

Identify the performance obligations in the contract

Determine the transaction price

Allocate the transaction price to the performance obligations in the contract
Recognize revenue when (or as) the entity satisfies a performance obligation

I

The Company’s contracts with customers contain a single performance obligation consisting of providing Yerbaé
energy drinks. As it pertains to the single performance obligation, the Company does not recognize any contract assets
or contract liabilities as it: (1) does not have a right to consideration in exchange for goods or services that the entity
has transferred to a customer when the right is conditioned on something other than the passage of ; or ( 2) receive
payment prior to performing.

The Company typically satisfies its performance obligations at a point time upon the occurrence of delivery of the
product to the customer. Further, payment is typically received within 60 days after product delivery and does not
include a significant financing component. Also, the Company’s contracts with customers include variable
consideration including customer rebates and quick pay discounts. The Company estimates variable consideration,
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which it does not consider to be constrained, using either the most likely amount or expected value methods depending
on the type of variable consideration. The Company only provides refunds for products that are damaged during
delivery to the customer. However, instances of refunds are rare and have not historically had a material impact on
the Company’s results of operations. Finally, Yerbaé has made an accounting policy election to exclude from the
measurement of the transaction price all taxes assessed by a governmental authority that are both imposed on and
concurrent with a specific revenue-producing transaction and collected by the entity from a customer.

In addition to variable consideration, the Company also provides payments to certain customers for slotting fees. In
accordance with the guidance in ASC 606-10-32, the Company determined that the payment is not in exchange for a
distinct good or service and it is therefore recognized as a reduction to the transaction price. As the slotting fee payment
covers the life of the contract with a customer, the initial payment is recognized as an asset and is amortized as a
reduction to revenue on a rational and reasonable basis over the estimated life of the contract.

Costs to Obtain a Contract with a Customer

The Company does not recognize any assets related to either costs to obtain or fulfill a contract with a customer. We
incur certain delivery costs prior to transferring control of Yerbaé product to the customers (i.e. outbound freight). In
accordance with the guidance in ASC 606-10-25, those costs are recognized as a fulfillment cost as they are provided
prior to transferring control of the Yerbaé product to the customer (i.e. akin to shipping and handling). Further, the
costs are classified in general and administrative within the consolidated statement of operations and comprehensive
loss.

Customer Concentration

Revenues from two customers represented $7,069,600 or 59% of total revenues and $1,338,081 or 11% of total
revenues for the year ended December 31, 2023. In addition, revenues from two customers represented $1,325,581 or
19% of total revenues and $920,959 or 13% of total revenues for the year ended December 31, 2022.

NOTE 4 - REVERSE RECAPITALIZATION

On February 8, 2023, Yerbaé completed the Transaction with Yerbaé USA by way of a reverse merger conducted
pursuant to: (i) the provisions of the Delaware General Corporations Law (“DGCL”) in which Merger Sub merged
with and into Yerbaé USA, and (ii) a plan of arrangement conducted pursuant to the provisions of the BCBCA, which
resulted in the amalgamation of Kona Bay with FinCo. In connection with the Closing, Yerbaé (formerly, Kona Bay
Technologies Inc.) consolidated its issued and outstanding common shares (each, a “Common Share”) on the basis of
5.8 pre-consolidation Common Shares for every one post-consolidation Common Share and changed its name from
“Kona Bay Technologies Inc.” to “Yerbaé Brands Corp.”. In accounting for the Transaction, the Company determined
that Kona Bay was a shell company (as that term has been defined in Rule 405 of the United States Securities Act of
1933) as prior to the merger they had no operations and assets consisting solely of cash and cash equivalents. Thus,
pursuant to section 12100 of the United States Securities and Exchange Commission’s (“SEC”) financial reporting
manual, the Company concluded that: (1) the Transaction should be accounted for as “a reverse takeover equivalent
to the issuance of Common Shares by the Company for the net monetary assets of Kona Bay”’; and (2) the Company
should be considered the accounting acquirer/legal acquiree in the Transaction. As the Company concluded that
Yerbaé USA was the accounting acquirer/legal acquiree in the transaction, the historical results of the combined
company (prior the merger) represent the historical results of Yerbaé USA.

The recognition and measurement for the acquisition of Kona Bay, was analogized to the guidance in ASC 805-40
Reverse Acquisitions which requires that the accounting acquirer measure the fair value of the consideration
transferred based on the number of common shares the legal target would have had to issue in order to retain a specified
ownership in the combined Company (the “deemed issuance”). Yerbaé intended to retain and 85% ownership interest
in the combined company, and therefore, based on 30.2 million Common Shares outstanding immediately prior to the
merger, would have had to issue approximately 5.3 million Common Shares to the owners of the legal parent (to retain
an 85% ownership). In addition, based on an equity financing by the Company which occurred immediately before
the transaction, the Company determined that the common shares had a fair value of $1.23 per Common Share. This
resulted in the determination of the fair value of the consideration transferred in the transaction was approximately
$6.5 million (5.2 million shares x $1.23 per Common Share) and that of the $6.5 million transferred approximately
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$0.6 million should be allocated to the cash acquired from Kona Bay (i.e., the “net assets” acquired) and the remaining
$5.9 million should be recognized as a charge to equity as follows:

Allocation Table

($ in millions)

Fair value of consideration paid $ 6.5
Net assets acquired (cash) 0.6)
Charge to additional paid in capital $ 5.9

In addition the Company presented the acquisition of Kona Bay as a “recapitalization” line item in our statement of
changes in shareholders equity reflecting: (1) the number of Kona Bay’s outstanding common shares immediately
prior to the transaction; and (2) the approximately $6.5 million in fair value of consideration transferred (calculated
pursuant to the paragraph above). Further, while the guidance in ASC 805-40 also requires a revision to historical
equity (of the combined company) to reflect the legal capital of the legal acquirer, the Company concluded that this
was not required in our scenario as the conversion ratio, which reflects the number of common shares issued by the
legal acquirer to effectuate the transaction compared to the number of common shares in the capital of Yerbaé
outstanding immediately prior to the transaction, was 1:1.

NOTE 5 - INVENTORY
Inventory consist of the following for the fiscal years presented:

December 31,

2023 2022
Raw material $ 54,954 $ 55,462
Finished goods 908,433 867,601
Reserve for shrinkage (1,099) (1,109)
TOTAL $ 962,288 $ 921,954

NOTE 6 - PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost and consist only of vehicles. Depreciation is computed on a straight-line
method over an estimated useful life of the asset of five years.

Property &
Equipment
December 31, 2022
Vehicles, gross $ 253,454
Vehicles, accumulated depreciation (62,254)
Vehicles, net $ 191,200
December 31, 2023
Vehicles, gross $ 109,915
Vehicles, accumulated depreciation (49,462)
Vehicles, net $ 60,453

Depreciation expense totaled $34,579 and $50,691 for the years ended December 31, 2023 and 2022, respectively.
During the year ended December 31, 2023, the Company disposed of equipment with a book value of $96,167 for
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proceeds of $96,944, and gain of $777 recorded within the consolidated statement of operations and comprehensive
loss.

NOTE 7 - ACCRUED EXPENSES

Accrued expenses and other current liabilities consist of the following for the fiscal years presented:

December 31,

2023 2022
Accrued employee bonuses $358,154 $301,674
Accrued credit card expenses 259,144 295,038
Accrued interest 133,353 46,895
Other current liabilities 89,775 10,850
TOTAL $840,426 $654,457

NOTE 8 - LEASES

The Company entered into an office lease during December 2022, which it uses in its day-to-day operations. The
Company recognizes operating lease expense on a straight-line basis over the lease term.

Management determines if an arrangement is a lease at contract inception. Lease and non-lease components are
accounted for as a single component for all leases. Operating lease right-of-use (“ROU”) assets and liabilities are
recognized at the lease commencement date based on the present value of the future lease payments over the expected
lease term, which includes optional renewal periods if the Company determines it is reasonably certain that the option
will be exercised.

As the Company’s leases do not provide an implicit rate, the discount rate used in the present value calculation
represents our incremental borrowing rate determined using information available at the commencement date.
Operating lease expense is included as a component of selling, general and administrative expenses in the statements
of operations. For the years ended December 31, 2023, and 2022, the Company recorded operating lease expense of
$116,322 and $9,694, respectively, which is included in selling, general and administrative expenses in the
consolidated statements of operations and comprehensive loss. Cash payments on lease liabilities during the years
ended December 31, 2023 and 2022 totaled $77,881 and $0, respectively. At December 31, 2023 and 2022, weighted-
average remaining lease term and discount rate were as follows:

December 31,
2023 2022
Weighted-average remaining lease term 2.06 years 3.06 years
Weighted-average discount rate 8.6% 8.6%

The following is a maturity analysis of the annual undiscounted cash flows reconciled to the carrying value of the
operating lease liabilities as of December 31, 2023:

Years Ended December 31,

2024 $ 136,562
2025 139,807
2026 23,797
Less imputed interest (27,400)
Remaining operating lease liability -December 31, 2023 $ 272,767
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NOTE 9 - LINE OF CREDIT

On May 16, 2023, Yerbaé’s Delaware subsidiary, Yerbaé LLC, replaced its line of credit provider Ampla LLC
(“Ampla”) and secured a new accounts receivable and inventory revolving line of credit of $2,500,000 from Oxford
Commercial Finance, a Michigan banking corporation. The Company can draw down funds as needed, and only pay
interest on the amount borrowed. The debt facility is secured by a security interest in all assets of Yerbaé, including a
first security interest in Yerbaé’s accounts receivable and inventory. The outstanding balance due to Oxford
Commercial Finance was $0 at December 31, 2023 and the outstanding balance due to Ampla was $879,555 at

December 31, 2022.
NOTE 10 - NOTES PAYABLE

Notes payable consisted of the following at the fiscal years presented:

Note payable to the Small Business Administration, secured by all
assets of the Company, due October 2050, payable in monthly principal
and interest payments of $731. Interest on the note is at 3.75%. The
first monthly installment was due in October 2022 and the note was
paid in full during 2022.

Notes payable due in a lump payment at maturity, including interest at
8%, due February 8, 2023. The notes are secured by certain assets of
the Company. The note was paid in full on February 15, 2023.

Notes payable to two investors in the amount of $4,500,000 in total
were issued throughout 2022. The loans accrued interest at 8.00%. All
accrued interest was waived on conversion of the notes. The notes were
secured by substantially all the assets of the Company and were due on
the earlier of 12 months from issue date or upon completion of a
liquidation event as defined in the agreements. These notes also
contained certain conversion rights as described in the agreement.
There are two conversion options: (a) automatic conversion upon
liquidation event; and (b) upon maturity of the notes. On February 8§,
2023, all the notes converted into common shares of the Company. (See
‘2022 Convertible Notes’)

Short term note payable due to Amazon Lending originated
December 26, 2023 maturing December 26, 2024 at an interest rate of
14.49%, secured by inventories.

Notes payable in monthly installments ranging from $543 to $652,
including interest ranging from 2.90% to 5.49%, due October 2026.
The notes are secured by vehicles.

Notes payable to multiple investors in the amount of $3,802,000 in
total. The loans accrue interest at 6.00%. The notes are unsecured and
are due 24 months from issue date. These notes also contain certain
conversion rights. There are two conversion options: (a) automatic
conversion upon Change in Control event; and (b) upon maturity of the
notes. (See ‘2023 Convertible Notes’)

Subtotal
Less current maturities
TOTAL
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December 31,

2023 2022
$ - $ 150,000
- $ 500,000
$ - $ 3,257,051
$ 317,000 $ -
$ 60914 $ 184,229
$ 2,196,302 $ -
2,574,216 4,091,280
-340,178 -3,810,084
$ 2,234,038 $ 281,196




2022 Convertible Notes

During 2022, convertible notes payable to two investors in the amount of $4,500,000 in total were issued. The notes
accrued interest at 8.00%. All accrued interest was waived on conversion of the notes. The notes were secured by
substantially all the assets of the Company and were due on the earlier of 12 months from issue date or upon
completion of a liquidation event as defined in the agreements. These notes also contained certain conversion rights
as described in the agreement. There are two conversion options: (a) automatic conversion upon liquidation event;
and (b) upon maturity of the notes. On February 8, 2023, all the notes converted into common shares of the Company
in connection with the Closing of the Transaction.

Pursuant to ASC 815-40, the conversion option was considered indexed to the Company’s stock and was therefore
not bi-furcated from the debt host and separately recognized as a derivative liability. In addition, the notes payable
were also issued with detachable share purchase warrants. Similar to the conversion option, the detachable warrants
were considered indexed to the company’s stock in accordance with ASC 815-40 and were therefore equity classified.
The relative fair value of the warrants was recognized as a debt discount to be amortized to interest expense over the
life of the notes payable. During February 2023, in conjunction with the merger transaction, the principal amount of
the notes was converted into Common Shares and the remaining debt discount of $1,242,949 (stemming from the
purchase warrants) was recorded as an offset to additional paid in capital.

2023 Convertible Notes

On April 13, 2023, Yerbaé closed the first tranche (the “First Tranche”) of its brokered debenture unit (each,
a “Debenture Unit”) offering which consisted of 1,650 Debenture Units for gross proceeds of $1,650,000. On May 5,
2023, Yerbaé closed the second tranche (the “Second Tranche”) pursuant to which it issued an additional 2,152
Debenture Units for gross proceeds of $2,152,000, and for aggregate gross proceeds, together with the closing of the
First Tranche, of $3,802,000.

Each Debenture Unit consisted of: (i) one (1) convertible debenture (each, a “Debenture”) in the principal amount of
$1,000; and (ii) 714 share purchase warrants. The Debentures mature on April 30, 2025 (the “Maturity Date™), and
bear interest at a rate of 6.0% per annum, payable on the earlier of the Maturity Date or the date of conversion of the
Debentures. The interest will be payable in Common Shares to be determined at the Market Price (as that term is
defined in the Policies of the TSXV). The principal amount of the Debentures will be convertible at the holder’s option
into Common Shares at any time prior to the close of business on the earlier of: (i) the last business day immediately
preceding the Maturity Date, and (ii) the date fixed for redemption in the case of a change of control, at a conversion
price of $1.40 per Common Share, subject to adjustment in certain customary events. Each warrant entitles the holder
thereof to acquire one Common Share at a price per Common Share of $1.70 at any time prior to the Maturity Date,
subject to an acceleration right whereby, if, in the event the Common Shares have a daily volume weighted average
trading price on the TSXV (or such other recognized North American securities exchange) of $3.00 or greater per
Common Share for any ten (10) consecutive trading day period at any time after the date that is four (4) months
following the issuance of the warrants, Yerbaé may accelerate the expiry of the warrants by giving notice to the holders
by disseminating a news release advising of the acceleration) and, in such case, the warrants will be deemed to have
expired on the day which is thirty (30) days after the date of such notice.

In accounting for the Debentures, the Company concluded the conversion option should not be bi-furcated from the
debt host as it was considered indexed to the company’s stock in accordance with ASC 815-40. Further, the Company
also concluded that the detachable warrants should be classified in equity as they: (1) were not within the scope of
ASC 480-10; and (2) should be considered indexed to the Company’s Common Shares. In accordance with ASC 470-
20, the Company recognized both the Debentures and detachable warrants at their relative fair values. This resulted
in the recognition of a debt discount that is being amortized to interest expense over the life of the Debenture Units.
During the year ended December 31, 2023, the Company recorded accretion expense of $373,956. Further, during the
year ended December 31, 2023, $525,000 in principal and $14,606 in accrued interest was converted into an aggregate
of 385,432 Common Shares. The remaining unamortized debt discount balance as of December 31, 2023 was
$1,080,698.

Future principal maturities of notes payable at December 31, 2023 were as follows:
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2024 $ 340,178

2025 2,219,480
2026 14,558
2027 -
2028 -
Thereafter -
TOTAL $ 2,574,216

NOTE 11 - SHARE CAPITAL

Yerbaé is authorized to issue an unlimited number of Common Shares without par value and 100,000,000 preferred
shares (each, a “Preferred Share”) without par value.

As of December 31,

Issued and outstanding 2023 2022

Common shares” 58,822,126 30,217,566
Preferred shares - -
Warrants® 14,805,080 5,950,268
Stock options® 2,141,526 1,052,669
RSUs® 938,206 -
PSUs® 934,623 -
Fully-diluted share total 77,641,561 37,220,503

)
2)
3)
@
5)

The outstanding Common Shares total is inclusive of the 8,000,000 Performance Shares.

The weighted average strike price of outstanding share purchase warrants is $1.44.

The weighted average strike price of outstanding stock options is $1.10.

The RSUs vest after 12 months. 802,492 vest in March 2024. The remaining 135,714 vest in May 2024.

During the year ended December 31, 2023, the Company granted an aggregate of 1,032,449 PSU’s of which
97,826 were forfeited during the period. 685,867 of the PSUs vest contingent upon and at the time the Company
reaches $12,500,000 in net sales for 2023. 248,756 vest contingent upon and at the time of completion of 12
consecutive months of consulting services ending September 2024.

For the year ended December 31, 2022, the Company had the following transactions:

. In February 2022, Kona Bay (now renamed Yerbaé Brands Corp.) issued 29,535 Common Shares at a
price of CAD$0.68 per Common Share for gross aggregate proceeds of CAD$20,000.

. Throughout September 2022, Kona Bay (now renamed Yerbaé Brands Corp.) issued 726,650 Common
Shares at an average price of CAD$1.23 per Common Share for gross aggregate proceeds of
CAD$893,533.

. On September 30, 2022, the Company issued 107,752 Common Shares at an average price of CAD$1.28
per Common Share for gross aggregate proceeds of CAD$137,923.

For the year ended December 31, 2023, the Company had the following transactions:

On May 19, 2022, Yerbaé (formerly Kona Bay) entered into the Arrangement Agreement with Yerbaé USA, Merger
Sub, FinCo, Todd Gibson and Karrie Gibson, with respect to the Transaction. On February 8, 2023, Yerbae completed
its Transaction with Yerbaé USA by way of a reverse takeover. conducted pursuant to: (i) the provisions of the DGCL
in which Merger Sub merged with and into Yerbaé USA, and (ii) a plan of arrangement conducted pursuant to the
provisions of the BCBCA. In connection with the Closing, Yerbaé (formerly, Kona Bay) consolidated its outstanding
Common Shares on the basis of 5.8 pre-consolidation Common Shares for every one post-consolidation Common
Share prior to the completion of the Amalgamation and changed its name from “Kona Bay Technologies Inc.” to
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“Yerbaé Brands Corp.”. Total Common Shares issued relating to the reverse takeover that were issued to former Kona
Bay shareholders was 8,239,215 Common Shares with a fair value of $7,526,000.

At the time of Closing, an aggregate of 54,493,953 Common Shares were issued and outstanding of which: 35,848,290
Common Shares were issued to the former Yerbaé shareholders (inclusive of an aggregate of 5,631,276 Common
Shares issued to former holders of an aggregate of $4,500,000 in convertible promissory notes of Yerbaé USA
converted immediately prior to closing of the Transaction), 8,000,000 performance Common Shares (each,
a “Performance Share”) were issued with a fair value of $11,360,000 of which $2,433,404 was recognized as a
reduction of equity related to the current financing proceeds received and $2,840,000 has been included as deferred
offering costs initially, and as of December 31, 2023, the deferred offering costs balance was Nil. The Performance
Shares are held in escrow and are to be released upon the completion of certain performance-based incentives related
to the listing of the Common Shares on the TSX Venture Exchange (“TSXV”), future equity financings, and certain
trailing gross revenue targets, and 2,015,163 Shares were issued to former holders of subscription receipts of FinCo
issuable in connection to a concurrent financing of $2,433,404 to the Transaction.

In addition, the 1,087,752 options to purchase shares of common stock (each, a “Yerbaé USA Share”) of Yerbaé USA
which were outstanding immediately prior to closing of the Transaction were cancelled and the holders thereof were
granted an aggregate of 1,087,752 options to purchase Common Shares (each, an “Option”), 1,754,464 warrants to
purchase Yerbaé USA Shares which were outstanding immediately prior to Closing were cancelled and the holders
thereof were granted an aggregate of 1,754,464 replacement warrants of Yerbaé, and 2,015,163 warrants to purchase
shares of FinCo which were outstanding immediately prior to closing of the Transaction were cancelled and the holders
thereof were granted an aggregate of 2,015,163 replacement warrants. 5,631,276 warrants were also issued as part of
the conversion of the $4,500,000 convertible promissory notes.

In connection with the closing of the Transaction, the parties paid customary advisory fees to an eligible arm’s length
third party finder (the “Finde”), in consideration for the Finder’s services in facilitating the identification, negotiation
and implementation of the Transaction which consisted of the issuance of 507,662 Common Shares with a fair value
of $720,880, as well as a cash payment of $200,000.

On July 17 2023, Yerbaé announced a non-brokered private placement of units (each, a “Unit”) of the Company at a
price of $1.83 per Unit for aggregate gross proceeds of up to $5,000,000 (the “Offering”), with each Unit consisting
of one Common Share and one warrant entitling the holder thereof to acquire one additional Common Share at a price
per warrant share of $2.15 for a period of 24 months from the date of issuance. On August 18, 2023, Yerbaé closed
the initial tranche of the Offering which consisted of the issuance by the Company of 2,219,629 Units for aggregate
gross proceeds of $4,061,921. In connection with the closing of the initial tranche, the Company paid eligible finders
cash fees of $33,243. On August 31, 2023, Yerbaé closed the second tranche of the Offering which consisted of the
issuance by the Company of 225,329 Units for aggregate gross proceeds of $412,352.

Yerbae entered into an agreement, as amended on June 19, 2023 (the “FORCE Family Agreement”) with FORCE
Family Office Inc. (“FORCE”). Under the terms of the FORCE agreement, FORCE will provide certain business
development and corporate strategies services to enhance the Company's growth and market positioning. In
consideration for the services to be provided by FORCE, the Company agreed to pay FORCE an aggregate consulting
fee of $150,000 payable in Common Shares as to $25,000 in Common Shares on the date that is one month from the
date of execution of the FORCE agreement at a deemed price per Common Share equal to the prevailing market price
of the Common Shares on the date of such payment and $125,000 in Common Shares on the date of expiration of the
six month term at a deemed price per Common Share equal to the prevailing market price of the Common Shares on
the date of such payment. Accordingly, on July 21, 2023 the Company issued 11,363 Common Shares to FORCE at
a deemed price of $2.20 per Common Share in satisfaction of the initial $25,000 payment.

On November 16, 2023, Yerbaé issued 159,496 Common Shares upon the exercise of 159,496 warrants. On November
24,2023, Yerbaé issued 66,489 Common Shares at a deemed price of US$1.88 per Common Share to FORCE pursuant
to the terms of the FORCE Family Agreement.

On December 29, 2023, Yerbaé granted, effective January 1, 2024, an aggregate of 531,250 Options, 1,666,665 RSUs

and 1,002,775 PSUs. Each Option, once vested, is exercisable into one Common Share at a price of $0.96 per Common
Share for a period of 7 years. Each RSU representing the right to receive, once vested twelve (12) months from the
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date of grant, in accordance with corresponding the RSU award agreements, one Common Share. Each PSU
representing the right to receive, once vested, in accordance with the correspondence PSU award agreements and
achievement of the performance criteria, one Common Share.

During the year ended December 31, 2023, $525,000 in principal amount of Debentures and $14,606 in accrued
interest was converted into an aggregate of 375,000 Common Shares. The principal amount was converted using a
Common Share price of $1.40 and the accrued interest was converted using a weighted average Common Share price
of $1.81.

During the year ending December 31, 2023, the Company received proceeds of $1,040,212 in relation to the exercise
of an aggregate of 1,094,968 Warrants at $0.95 per Common Share resulting in the issuance of 1,094,968 Common
Shares. At December 31, 2023, there were 58,822,126 common shares issued and outstanding.

Performance Shares

During the year ended December 31, 2023, the Company issued 5 million Performance Shares to the CEO and COO
upon consummation of the Transaction. These Performance Shares were to be held in escrow and released upon the
completion of certain performance-based incentives related to the listing of the Common Shares on the TSXV, future
equity financings, and certain trailing gross revenue targets. An aggregate of 2.5 million of these Performance Shares
were released from escrow upon certain performance criteria being met during the year ended December 31, 2023.

During the year ended December 31, 2023, the Company issued 3 million Performance Shares to an non-related party
in connection with the Transaction. One million of these Performance Shares were to be released upon completion of
the Transaction. The remaining 2 million Performance Shares were subject to escrow until completion, within twelve
months of the Listing Date, by the Parent of a financing of a minimum aggregate of $7,000,000 (excluding the proceeds
from the Concurrent Financing) at a valuation of the Company equal to a minimum of $50,000,000. These
performance criteria were met during the year ended December 31, 2023.

NOTE 12 - EMPLOYEE SHARE-BASED PAYMENT ARRANGEMENTS
Equity Appreciation Rights Plan

During 2018, the Company entered into an Equity Appreciation Rights Plan with certain employees. Under the plan,
individuals earned compensation based on the excess of the current fair market values per share of the Company over
the fair market values per share of the Company in the year the rights were awarded. These fair value estimates have
been based on an agreed upon Company valuation model, as detailed in the Equity Appreciation Rights Plan. Effective
July 1, 2022, the Company converted the equity appreciation rights plan into a stock option plan. All existing options
in the equity appreciation rights plan were transferred into the stock option plan. In connection with the Closing of the
Transaction, all rights and stock options granted under the Equity Appreciation Rights Plan were cancelled and
replaced by corresponding securities under the Company’s Equity Incentive Plan (the “Plan”).

Equity Incentive Plan

The Plan is a rolling plan for stock options and a fixed 10% plan for performance-based awards like restricted share
units (each, a “RSU”), performance share units (each, a “PSU”), and deferred share unit (collectively with the RSUs
and PSUs, the “Performance-Based Awards”), such that the aggregate number of common shares that: (i) may be
issued upon the exercise or settlement of options granted under the Plan, shall not exceed 10% of the Company’s
issued and outstanding common shares from time to time, and (ii) may be issued in respect of Performance-Based
Awards shall not exceed 5,455,121. Under the Plan, settled or terminated common shares shall be available for
subsequent grants under the Plan and the number of awards available to grant increases as the number of issued and
outstanding common shares increases.
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The following table summarizes the activity for stock options granted under the Plan for the fiscal years presented:

Total Options Vested Options
Total Options Weighted . Vested Options Weighted .
Outstanding Average Exercise Outstanding Average Exercise
Price ($) Price ($)

Balance, December 31, 2021 - -
Former Plan Conversion 968,133 $ 0.65 250,406 $ 0.63
Granted 119,619 $ 0.95 -
Vested - 121,211 $ 0.63
Forfeited (35,087) $ 0.92 (3,189) $ 0.63
Balance, December 31, 2022 1,052,665 $ 0.67 368,428 $ 0.63
Granted 1,760,887  $ 1.27 -
Vested - 356,571  $ 0.77
Forfeited (672,026) $ 0.89 (311,018) $ 0.63
Balance, December 31, 2023 2,141,526 $ 1.10 413,981 $ 0.75

Share-based compensation expense related to stock options recorded for the year ended December 31, 2023 and 2022
was $800,418 and $502,551, respectively, and is recorded in general and administrative on the statement of operations
and comprehensive loss.

The following table summarizes the activity for RSUs and PSUs granted under the Plan for our most recent fiscal
year:

RSUs PSUs
Weighted Weighted
Average Average
Number of Shares Price Number of Shares Price
Balance, December 31, 2022 - -
Granted 978,206 $ 147 1,032,449 $ 1.56
Vested (20,0000 $ 2.30 - $ -
Forfeited (20,0000 $ 1.42 (97,826) $ 1.42
Balance, December 31, 2023 938,206 $ 1.42 934,623 $ 1.58

Share-based compensation expense recorded for the year ended December 31, 2023 and 2022 was $1,867,003 and
Nil, respectively, and is recorded in general and administrative on the statement of operations and comprehensive loss.

The fair value of issued RSUs and PSUs are based on the fair value of the underlying shares as of the grant date.
Further, we determine the fair value of granted options using the Black-Scholes-Merton valuation model with the
following inputs:

Risk-Free Interest Rate 3.99%
Expected Term 5 Years
Expected Volatility 75.34%

The following table summarizes the activity for performance shares granted under the Plan for our most recent fiscal
year:

Years Ended December 31,

2023 2022
Restricted stock units outstanding 938,206 -
Performance share units outstanding 934,623 -
Performance shares outstanding 2,500,000 -
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Stock options outstanding 2,141,526 1,052,665
Warrants outstanding 14,805,080 5,950,268

The Performance Shares were issued at Closing as follows: as to 3,000,000 Performance Shares to Klutch Financial
Corp. (“Klutch”), aformer insider of and arm’s length party to Kona Bay and Yerbaé USA, and 2,500,000
Performance Shares to each of Todd Gibson and Karrie Gibson, which Performance Shares were to be held in escrow
and released upon the completion of certain performance-based incentives (each, a “Milestone”) related to the listing
of the Shares on the TSXV, future equity financings, and certain trailing gross revenue targets. To date, an aggregate
of 5,500,000 Performance Shares were entitled to be released upon achievement of certain Milestones.

During the year ended December 31, 2023, 5 million Performance Shares were granted to the CEO and COO in
connection with the Transaction. The grant included certain performance conditions which had not yet been met as of
December 31, 2023. These shares are issued and outstanding and held in escrow until the performance conditions are
met. Total expense related to this grant was $6.1 million for the year ended December 31, 2023 and is recorded in
general and administrative on the statement of operations and comprehensive loss.

During the year ended December 31, 2023, 3 million Performance Shares were granted to a party for services provided
in connection with the Transaction. This grant included certain performance conditions which were met during 2023
and therefore the shares were issued to the party and are outstanding, resulting in an amount of $3.7 million include
as an offset to additional paid-in capital.

The Milestones set out in the Arrangement Agreement included the following:

. 1,000,000 of the Performance Shares issued to Klutch were subject to escrow until completion of the
concurrent financing undertaken in connection with the Transaction (the “Concurrent Financing”) and
the listing of the Company on the TSXV. These Performance Shares were released to Klutch on
achievement of this Milestone;

. 2,000,000 Performance Shares are subject to escrow until completion by the Company, within 12 months
of its listing on the TSXV, of a minimum aggregate financing in the amount of $7,000,000 (excluding
the proceeds from the Concurrent Financing) at a valuation of the Company equal to a minimum of
$50,000,000. These Performance Shares became eligible for release to Klutch on February 8, 2024 in
connection with the achievement of this Milestone;

. 2,500,000 Performance Shares were subject to escrow until the Company achieves $10,000,000 in
trailing gross sales in any performance period. 1,250,000Performance Shares were released to each of

Todd Gibson and Karrie Gibson on April 30,2023;

. 1,000,000 Performance Shares are subject to escrow until the Company achieves $15,000,000 in trailing
gross sales in any performance period;

. 1,000,000 Performance Shares are subject to escrow until the Company achieves $20,000,000 in trailing
gross sales in any performance period; and

. 500,000 Performance Shares are subject to escrow until the Company achieves $25,000,000 in trailing
gross sales in any performance period.

As of the date hereof, 2,500,000 Performance Shares remain subject to the escrow restrictions as of the date hereof.
NOTE 13 - WARRANTS

At December 31, 2023, the Company had outstanding share purchase warrants to purchase 14,805,080 Common
Shares at prices ranging from $0.85 to $2.15 per Common Share. The warrants expire at various dates through
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February 8, 2026. At December 31, 2023, Yerbaé had an aggregate of 14,805,080 Common Shares reserved for the
due exercise of the outstanding warrants.

As discussed, management uses the Black-Scholes-Merton valuation model to determine the fair value of the issued
warrants. In using the Black-Scholes-Merton option pricing model, management has determined that the warrants

have a weighted average value ranging from $0.12 to $0.96 per warrant.

The assumptions used in the calculated fair value of warrants are as follows:

Risk-free interest rate 3.99%
Expected life in years at date of issuance 2-5 years
Expected volatility 75.34%

The following table summarizes the activity for warrants for the fiscal years presented:

Total Warrants
Total Warrants Weighted .
Outstanding Average Exercise
Price ($)
Balance, December 31, 2021 - -
Issued 5,950,268  $ 0.99
Balance, December 31, 2022 5,950,268 $ 0.99
Issued 10,129,276  $ 1.65
Exercised (1,274,464)  $ 0.96
Balance, December 31, 2023 14,805,080 $ 1.44

NOTE 14 - LOSS PER SHARE

Basic loss per share is calculated by dividing the net loss by the weighted average number of Common Shares issued
during the years ended December 31, 2023 and 2022. The following table reflects the loss and share data used in the
basic loss per share calculations:

For the Year Ended December 31,

2023 2022
Net loss $(20,824,039) $(8,319,702)
Basic and diluted weighted average number of
Common Shares in issue 53,850,285 29,693,146
Basic and diluted loss per share $ (0.39) $ (0.28)

Diluted loss per share did not include the effect of outstanding stock options, PSUs, RSUs, performance shares,
warrants and convertible debentures as the effect would be anti-dilutive. The Company excluded the following
securities from its computation of diluted shares outstanding, as their effect would have been anti-dilutive:

Years Ended December 31,
2023 2022
Restricted stock units outstanding 938,206 -
Performance share units outstanding 934,623 -
Performance shares outstanding 2,500,000 -
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Stock options outstanding 2,141,526 1,052,665
Warrants outstanding 14,805,080 5,950,268
NOTE 15 - RELATED PARTIES

On January 30, 2023, the Company entered into a loan agreement with a director of the Company. An aggregate of
$100,000 was advanced by the related party pursuant to the loan agreement. The loan was fully repaid during 2023.

NOTE 16 - INCOME TAXES

The Company did not recognize any current or deferred taxes for either its year ended December 31, 2023 or December
31, 2022 as follows:

December 31,
2023 2022
Current (expense) benefit:
United States federal - -
State - -

Total current (expense) benefit - -
Deferred (expense) benefit:

United States federal - -

State - -

Total deferred (expense) benefit - -
Total income tax (expense) benefit $ -3 -

Income tax expense attributable to income before income taxes differs from the amounts computed by applying the
combined federal and state tax rate of 25.8% to pre-tax income as a result of the following:

December 31,

2023 2022

Income Tax (provison) benefit at the $
federal statut(opry rate o)f 21% $ (4,373,048) (1,747,137)
State income (tax) benefit, net of (994,205) (397.209)
federal taxes
True up deferred opening balances Federal 585 (941,854)
Interest expense 73,609 36,995
Accretion interest 96,385 59,974
Officer life insurance - 78,531
True up deferred opening balances - (204,163)
Update for other differences 27,863 (64,676)
Change in valuation allowance 5,168,811 3,179,539

$ - $ -

Deferred tax assets and liabilities are determined based on the difference between the financial statement and tax basis
of assets and liabilities, using enacted tax rates in effect for the year in which the differences are expected to reverse.
Current income taxes are based on the year’s income taxable for federal and state income tax reporting purposes. Total
tax provision differs from the statutory tax rates applied to income before provision for income taxes due principally
to amounts that are not taxable and expenses charged which are not tax deductible.
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The net deferred tax assets in the accompanying statement of financial position as of December 31, 2023 and 2022
included the following components:

December 31,

2023 2022
Net deferred tax asset $ 8,348,350 $ 3,179,539

Valuation allowance (8,348,350) (3,179,539)
Net deferred tax asset - -

The deferred tax asset as of December 31, 2023 and 2022 was comprised of the tax effect of cumulative temporary
differences as follows:

December 31,
" 2023 " 2022
Deferred Tax Assets:
Operating lease liability $ 70,288 $ 83,354
Inventory reserve 283 286
Warranty reserve 21,752 21,752
Charitable contribution 3,957 759
Share based compensation 784,757 83,398
Legal and accounting 147,985 147,983
Federal net operating loss 6,042,796 2,450,120
State net operating loss 1,346,293 522,166
Total deferred tax assets 8,418,111 3,309,818
Deferred Tax Liabilities:
Operating lease asset (54,180) (80,999)
Fixed assets (15,581) (49,280)
Total deferred tax liabilities (69,761) (130,279)
Net deferred tax assets 8,348,350 3,179,539
Valuation allowance (8,348,350) (3,179,539)
Total net deferred tax assets $ - $ -

After weighing all available evidence for the periods ended December 31, 2023 and 2022, the Company has recorded
a full valuation allowance against the net deferred tax assets. In addition, the Company had available at December 31,
2023 and 2022 unused operating loss carryforwards of $23,922,378 and $6,660,697, respectively, which can be carried
forward indefinitely and may provide future tax benefits.

The Company continuously monitors its current and prior filing positions in order to determine if any unrecognized
tax positions should be recorded. The analysis involves considerable judgement and is based on the best information
available. For the periods ended December 31, 2023 and 2022, the Company is not aware of any positions which
require an uncertain tax position liability.
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NOTE 17 - COST OF GOODS SOLD

Cost of goods sold is primarily comprised of materials, including in-bound freight, and rent related to the Company’s
manufacturing facilities. The breakdown for the items within costs of sales was the following for the fiscal years
presented:

For the Years Ended December 31,

2023 2022
Materials $ 5,832,752 % 2,732,495
Warehouse rent (non-lease) 143,325 219,778
Cost of goods sold $ 5,976,077 $ 2,952,273

NOTE 18 - GENERAL AND ADMINISTRATIVE

General and administrative consisted of the following expenses during the fiscal years presented:

For the Years Ended December 31,

2023 2022

Share-based compensation 2,667,466 586,945
Performance shares granted in connection with the

Transaction 6,086,596 -
Outbound freight 2,505,189 2,073,629
Employee benefits 2,858,062 2,507,338
Professional fees 3,185,400 735,270
Office expenses 1,150,530 843,387
Other 846,248 327,429

Total general and administrative expenses $ 19,299,491 $ 7,073,998

Share-based compensation expenses relate to share grants in the form of RSUs, PSUs and stock options. Performance
Shares were granted in connection with the successful consummation of the Transaction. See Note 12 for further
information.

NOTE 19 - MARKET RISK
Credit Risk

Credit risk is the risk that a counter party will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Company is exposed to credit risk from its operating activities (primarily accounts
receivable) and from its financing activities, including deposits with banks and financial institutions. The Company
places its cash with high quality credit institutions. From time to time, the Company maintains cash balances at certain
institutions in excess of the Federal Deposit Insurance Corporation (“FDIC”) limit. As of December 31, 2023 and
2022, the Company had cash balances that exceeded the FDIC limit with four financial institutions. Management
believes that the risk of loss is not significant and has not experienced any losses in such accounts.

Interest Rate Fluctuation Risk

We consider all highly liquid investments with an original maturity of three months or less to be cash equivalents. As
of December 31, 2022, we did not have any cash equivalents.

The primary objective of our investment activities is to preserve principal while maximizing income without

significantly increasing risk. Because we only hold cash and, our portfolio’s fair value is insensitive to interest rate
changes. In future periods, we will continue to evaluate our investment policy in order to ensure that we continue to
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meet our overall objectives. A hypothetical 100 basis point increase or decrease in interest rates would not have a
material effect on our financial results.

Price Risk

In the normal course of business our financial position is routinely subject to a variety of risks. The principal market
risks (i.e., the risk of loss arising from adverse changes in market rates and prices) to which we are exposed are
fluctuations in commodity and other input prices affecting the costs of our raw materials (including, but not limited
to, increases in the costs of aluminum cans, as well as certain sweeteners), fluctuations in energy and fuel prices, as
well as limitations in the availability of aluminum cans and certain other raw materials and packaging materials. We
generally do not use hedging agreements or alternative instruments to manage the risks associated with securing
sufficient ingredients or raw materials. We are also subject to market risks with respect to the cost of commodities and
other inputs because our ability to recover increased costs through higher pricing is limited by the competitive
environment in which we operate.

We do not use derivative financial instruments to protect ourselves from fluctuations in interest rates and, except for
aluminum, generally do not hedge against fluctuations in commodity prices.

Capital Management

The Company's policy is to maintain a strong capital base so as to maintain investor and creditor confidence and to
sustain future development of the business. The capital structure of the Company consists of the aggregate of short-
term and long-term debt (including convertible debt) additional capital and deficit.

The Company manages its capital structure and makes adjustments to it in light of economic conditions and externally
imposed capital requirements. The Company, upon approval from its Board of Directors, will make changes to its
capital structure as deemed appropriate under the specific circumstances. The current objectives are to safeguard the
Company’s ability to continue as a going concern, provide financial capacity and flexibility to meet its strategic
objectives and provide an adequate return to unitholders commensurate with the level of risk.

There were no changes in the Company’s approach to capital management during the year.

NOTE 20 - COMMITMENTS & CONTINGENCIES
Litigation

During the ordinary course of the Company’s business, it is subject to various claims and litigation. Management
believes that the outcome of such claims or litigation will not have a material adverse effect on the Company’s
financial position, results of operations or cash flow.

Commitments

The Company has unconditional purchase obligations for certain raw materials, such as ingredients and bottles.
However, none of the contracts related to the purchase obligations are entered into for a period greater than one year.

NOTE 21 - SUBSEQUENT EVENTS

In accordance with the guidance in ASC 855 Subsequent Events, the Company evaluated subsequent events through
the date the financial statements were issued.

Effective January 1, 2024, the Company granted an aggregate of 609,375 Options, 1,666,665 RSUs and 1,069,441
PSUs. Each Option, once vested, is exercisable into one common share at a price of $0.96 per common share for a
period of 7 years and vest as to: (i) 25% 15 months following the date of grant; (ii) 25% 18 months following the date
of grant; (iii) 25% 21 months following the date of grant; and (iv) 25% 24 months following the date of grant. Each
RSU representing the right to receive, once vested twelve (12) months from the date of grant, in accordance with
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corresponding the RSU award agreements, one common share. Each PSU representing the right to receive, once
vested, in accordance with the correspondence PSU award agreements and achievement of the performance criteria,
one common share.

On January 16, 2024, the Company issued, in connection with the exercised by one eligible warrant holder
(the “Eligible Holder”) who participated in the Company’s warrant exercise incentive program and exercised an
aggregate of 835,000 Warrants for aggregate proceeds to the Company of $1,002,000, and aggregate of 835,000
warrants (each, an “Incentive Warrant”) to the Eligible Holder. The Incentive Warrants are exercisable into the same
number of common shares of the Company at an exercise price of $1.50 per common share until December 14, 2025,
subject to an acceleration provision whereby, if for any thirty (30) consecutive trading days (the “Premium Trading
Days”) following the repricing the closing price of the common shares exceeds $2.50 per common share, the Incentive
Warrants’ expiry date will be accelerated such that holders will have thirty (30) calendar days to exercise the Incentive
Warrants (if they have not first expired in the normal course) (the “Acceleration Clause”). The activation of the
Acceleration Clause will be announced by press release and the 30-day period will commence no later than seven (7)
days after the last Premium Trading Day.

On April 1, 2024, the Company granted an aggregate of 376,100 Options to purchase up to 376,100 common shares
as well as the award of an aggregate of 891,664 RSUs and 346,666 PSUs. The Options are exercisable for a period of
7 years from the date of grant at a price of $0.52 per common share and vest as to: (i) 25% 15 months following the
date of grant; (ii) 25% 18 months following the date of grant; (iii) 25% 21 months following the date of grant; and (iv)
25% 24 months following the date of grant. Each RSU represents the right to receive, once vested, one common share
in the capital of the Company. The RSUs vest 12 months from the date of the RSU Award. Each PSU represents the
right to receive, once vested and the requisite performance criteria is met, one common share in the capital of the
Company.
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