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FORM C-AR

Backyard Soda Co, Inc.

This Form C-AR (including the cover page and all exhibits attached hereto, the "Form C-
AR) is being furnished by Backyard Soda Co, Inc., a Delaware Corporation (the "Company," as
well as references to "we," "us," or "our") for the sole purpose of providing certain information
about the Company as required by the Securities and Exchange Commission ("SEC").

No federal or state securities commission or regulatory authority has passed upon the
accuracy or adequacy of this document. The U.S. Securities and Exchange Commission
does not pass upon the accuracy or completeness of any disclosure document or literature.
The Company is filing this Form C-AR pursuant to Regulation CF (§ 227.100 et seq.) which
requires that it must file a report with the Commission annually and post the report on its
website at www.backyardsodas.com no later than 120 days after the end of each fiscal year
covered by the report. The Company may terminate its reporting obligations in the future
in accordance with Rule 202(b) of Regulation CF (§ 227.202(b)) by 1) being required to file
reports under Section 13(a) or Section 15(d) of the Exchange Act of 1934, as amended, 2)
filing at least one annual report pursuant to Regulation CF and having fewer than 300
holders of record, 3) filing annual reports for three years pursuant to Regulation CF and
having assets equal to or less than $10,000,000, 4) the repurchase of all the Securities sold
pursuant to Regulation CF by the Company or another party, or 5) the liquidation or
dissolution of the Company.

The date of this Form C-AR is April 26, 2022.

THIS FORM C-AR DOES NOT CONSTITUTE AN OFFER TO PURCHASE OR SELL
SECURITIES.

Forward Looking Statement Disclosure

This Form C-AR and any documents incorporated by reference herein or therein contain
forward-looking statements and are subject to risks and uncertainties. All statements other than
statements of historical fact or relating to present facts or current conditions included in this
Form C-AR are forward-looking statements. Forward-looking statements give the Company s
current reasonable expectations and projections relating to its financial condition, results of
operations, plans, objectives, future performance and business. You can identify forward-looking
statements by the fact that they do not relate strictly to historical or current facts. These
statements may include words such as "anticipate,” "estimate,” "expect,” "project,” "plan,"”
"intend," "believe,” "may," "should,” "can have," "likely" and other words and terms of similar
meaning in connection with any discussion of the timing or nature of future operating or
financial performance or other events.



The forward-looking statements contained in this Form C-AR and any documents
incorporated by reference herein or therein are based on reasonable assumptions the Company
has made in light of its industry experience, perceptions of historical trends, current conditions,
expected future developments and other factors it believes are appropriate under the
circumstances. As you read and consider this Form C-AR, you should understand that these
statements are not guarantees of performance or results. They involve risks, uncertainties (many
of which are beyond the Company’s control) and assumptions. Although the Company believes
that these forward-looking statements are based on reasonable assumptions, you should be
aware that many factors could affect its actual operating and financial performance and cause
its performance to differ materially from the performance anticipated in the forward-looking
statements. Should one or more of these risks or uncertainties materialize, or should any of these
assumptions prove incorrect or change, the Company’s actual operating and financial
performance may vary in material respects from the performance projected in these forward-
looking statements.

Any forward-looking statement made by the Company in this Form C-AR or any
documents incorporated by reference herein or therein speaks only as of the date of this Form C-
AR. Factors or events that could cause our actual operating and financial performance to differ
may emerge from time to time, and it is not possible for the Company to predict all of them. The
Company undertakes no obligation to update any forward-looking statement, whether as a result
of new information, future developments or otherwise, except as may be required by law.
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About this Form C-AR

You should rely only on the information contained in this Form C-AR. We have not authorized
anyone to provide you with information different from that contained in this Form C-AR. You
should assume that the information contained in this Form C-AR is accurate only as of the date
of this Form C-AR, regardless of the time of delivery of this Form C-AR. Our business, financial
condition, results of operations, and prospects may have changed since that date.

Statements contained herein as to the content of any agreements or other document are
summaries and, therefore, are necessarily selective and incomplete and are qualified in their
entirety by the actual agreements or other documents.

SUMMARY

The following summary is qualified in its entirety by more detailed information that may appear
elsewhere in this Form C-AR and the Exhibits hereto.

Backyard Soda Co, Inc. (the "Company") is a Delaware Corporation, formed on April 18, 2019.
The Company is located at 3000 Lawrence St., Denver, CO 80205.

The Company’s website is www.backyardsodas.com.

The information available on or through our website is not a part of this Form C-AR.

The Business

Backyard Soda currently has two product offerings, ready-to-drink CBD-infused sodas and
simple syrups. The sodas are made from a mixture of sparkling water, 15mg of cannabinoid
("CBD"), and uniquely flavored syrups. The syrups are made by Backyard Soda and comprise
whole natural ingredients. The CBD is sourced from locally grown hemp. Backyard Soda aims to
keep the ingredient list and soda flavor as simple and natural as possible. Our products can be
purchased from retailers individually and in six-packs. The Company currently offers three
flavors of soda: » Lavender lemon » Ginger lime « Mango jalapeno Backyard Soda currently sells
five flavors of simple syrups: ginger lime, lavender lemon, mango jalapeno, Madagascar vanilla
bean, pomegranate orange blossom, and true grenadine. All syrups are made with whole natural
ingredients. The syrups are intended to be mixed with sparkling water or cocktails to add extra
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flavor. Adding one serving of syrup (~31ml) makes about five drinks. Syrups are sold through
the Backyard Soda website, retailers, and Amazon in 8oz bottles that can be used for 10-12
servings. Several of the syrups (lavender lemon, ginger lime, and mango jalapeno) are used as
the base ingredient for the Company’s CBD-infused sodas.

RISK FACTORS
Risks Related to the Company’s Business and Industry

The amount of capital the Company has raised to date may not be enough to sustain the
Company’s current and/or future business plan.

In order to achieve the Company’s near and long-term goals, the Company may need to procure
funds in addition to the amount raised to date. There is no guarantee the Company will be able to
raise such funds on acceptable terms or at all. If we are not able to raise sufficient capital in the
future, we will not be able to execute our business plan, our continued operations will be in
jeopardy and we may be forced to cease operations and sell or otherwise transfer all or
substantially all of our remaining assets, which could cause our shareholders to lose all or a
portion of their investment.

We may have difficulty obtaining additional funding and we cannot assure you that additional
capital will be available to us when needed, if at all, or if available, will be obtained on terms
acceptable to us.

If we raise additional funds by issuing additional debt securities, such debt instruments may
provide for rights, preferences or privileges senior to the Securities. In addition, the terms of the
debt securities issued could impose significant restrictions on our operations. If we raise
additional funds through collaborations and licensing arrangements, we might be required to
relinquish significant rights to our technologies or product candidates, or grant licenses on terms
that are not favorable to us. If adequate funds are not available, we may have to delay, scale
back, or eliminate some of our operations or our research development and commercialization
activities. Under these circumstances, if the Company is unable to acquire additional capital or is
required to raise it on terms that are less satisfactory than desired, it may have a material adverse
effect on its financial condition.

Raising additional capital may cause dilution to our existing stockholders or restrict our
operations.

We intend to seek additional capital through a combination of public and private equity offerings
and debt financings. To the extent that we raise additional capital through the sale of equity or
debt securities, your ownership interest will be diluted, and the terms may include liquidation or
other preferences that adversely affect your rights as a stockholder. The incurrence of
indebtedness would result in increased fixed payment obligations and could involve restrictive
covenants, such as limitations on our ability to incur additional debt, and restrictions on our
business operations that could adversely impact our ability to conduct our business.

Our supply chain and retail sales may be adversely impacted due to the COVID-19 outbreak.
Continued concerns relating to COVID-19 have resulted in significant governmental measures
being implemented to control the spread of the virus, including, among others, restrictions on
manmufacturing and the movement of employees in many regions of the country. As a result of



COVID-19 and the measures designed to contain the spread of the virus, our third-party
manufacturers may not have the materials, capacity, or capability to manufacture our products
according to our schedule and specifications. If our third-party manufacturers’ operations are
curtailed, we may need to seek alternate manufacturing sources, which may be more expensive.
Alternate sources may not be available or may result in delays in shipments to us from our
supply chain and subsequently to our customers, each of which would affect our results of
operations. While the disruptions and restrictions on the ability to travel, quarantines, and
temporary closures of the facilities of our third-party manufacturers and suppliers, as well as
general limitations on movement in the region are expected to be temporary, the duration of the
production and supply chain disruption, and related financial impact, cannot be estimated at this
time. Should the production and distribution closures continue for an extended period of time,
the impact on our supply chain could have a material adverse effect on our results of operations
and cash flows. The COVID-19 outbreak could also delay our release or delivery of new or
product offerings or require us to make unexpected changes to such offerings, which may
materially adversely affect our business and operating results. Finally, as a result of the
governmental restrictions to control the spread of the COVID-19 outbreak, we have experienced,
along with wholesale partner stores, store closures and a decrease in consumer traffic, which will
have a material adverse effect on our results of operations. Our operating results could also
continue to be adversely affected to the extent that the COVID-19 outbreak harms the economy
in general. In addition, the COVID-19 outbreak could result in an economic downturn that could
affect demand for our products and materially adversely affect our business, operating results,
and financial condition.

The occurrence of natural disasters may adversely affect our business, financial condition and
results of operations.

The occurrence of natural disasters, including hurricanes, floods, earthquakes, tornadoes, fires
and pandemic disease may adversely affect our business, financial condition or results of
operations. The potential impact of a natural disaster on our results of operations and financial
position is speculative and would depend on numerous factors. The extent and severity of these
natural disasters determines their effect on a given economy. Although the long-term effect of
diseases such as the COVID-19, H5N1 "avian flu," or HIN1, "swine flu," cannot currently be
predicted, previous occurrences of avian flu and swine flu had an adverse effect on the
economies of those countries in which they were most prevalent. An outbreak of a
communicable disease in our market could adversely affect our business, financial condition and
results of operations, and timely reporting obligations under Regulation CF. We cannot assure
you that natural disasters will not occur in the future or that our business, financial condition and
results of operations will not be adversely affected.

A majority of the Company is owned by a small number of owners.

The Company is currently controlled by a two person board of directors comprised of two
holders of the Company’s capital stock who together own 84.72% of the outstanding capital
stock of the Company. Subject to any fiduciary duties owed to our other owners or investors
under Delaware law, these majority owners may be able to exercise significant influence through
their board appointments. The board of directors is responsible for approving significant
Company transactions, and will have significant control over the Company’s budget,
management and policies. Some of these persons may have interests that are different from
yours. For example, these owners may support proposals and actions with which you may



disagree. The concentration of ownership and board control could delay or prevent a change in
control of the Company or

otherwise discourage a potential acquirer from attempting to obtain control of the Company,
which in turn could reduce the price potential investors are willing to pay for the Company. In
addition, these owners could use their board influence to maintain the Company’s existing
management, delay or prevent changes in control of the Company, or support or reject other
management and board proposals that are subject to stockholder approval.

The Company has indicated that it has engaged in certain transactions with related persons.
[CCCCCCCLCCtitIonathan Schultz and Leah Schultz who collectively own a majority of the
outstanding capital stock of the Company, have previously extended a loan to the Company,
which remains outstanding as of the date of this Form C-AR. The terms of such loan may be less
favorable to us than the terms that would have resulted from an arm’s-length negotiation with an
unaffiliated third party. Please see the section entitled "Transactions with Related Persons and
Conflicts of Interest" for further details.

The development and commercialization of our products is highly competitive.

We face competition with respect to any products that we may seek to develop or commercialize
in the future. Our competitors include major companies worldwide. Many of our competitors
have significantly greater financial, technical and human resources than we have and superior
expertise in research and development and marketing approved products and thus may be better
equipped than us to develop and commercialize products. These competitors also compete with
us in recruiting and retaining qualified personnel and acquiring technologies. Smaller or early
stage companies may also prove to be significant competitors, particularly through collaborative
arrangements with large and established companies. Accordingly, our competitors may
commercialize products more rapidly or effectively than we are able to, which would adversely
affect our competitive position, the likelihood that our CBD-infused sodas will achieve initial
market acceptance and our ability to generate meaningful additional revenues from our products.

The Company’s success depends on the experience and skill of the board of directors, its
executive officers and key employees.

In particular, the Company is dependent on Jonathan Schultz, and Leah Schultz who are the
Chief Executive Officer & Director and Administrative Manager & Director, respectively, of the
Company. The Company has or intends to enter into an employment agreement with each of
Jonathan Schultz and Leah Schultz although there can be no assurance that it will do so or that
they will continue to be employed by the Company for a particular period of time. The loss of
Jonathan Schultz or Leah Schultz could harm the Company’s business, financial condition, cash
flow and results of operations.

Although dependent on certain key personnel, the Company does not have any key man life
insurance policies on any such people.

The Company is dependent on certain key personnel in order to conduct its operations and
execute its business plan, however, the Company has not purchased any insurance policies with
respect to those individuals in the event of their death or disability. Therefore, if any of these
personnel die or become disabled, the Company will not receive any compensation to assist with
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such person’s absence. The loss of such person could negatively affect the Company and its
operations. We have no way to guarantee key personnel will stay with the Company, as many
states do not enforce non- competition agreements, and therefore acquiring key man insurance
will not ameliorate all of the risk of relying on key personnel.

In order for the Company to compete and grow, it must attract, recruit, retain and develop the
necessary personnel who have the needed experience.

Recruiting and retaining highly qualified personnel is critical to our success. These demands may
require us to hire additional personnel and will require our existing management personnel to
develop additional expertise. We face intense competition for personnel. The failure to attract
and retain personnel or to develop such expertise could delay or halt the development and
commercialization of our product candidates. If we experience difficulties in hiring and retaining
personnel in key positions, we could suffer from delays in product development, loss of
customers and sales and diversion of management resources, which could adversely affect
operating results. Our consultants and advisors may be employed by third parties and may have
commitments under consulting or advisory contracts with third parties that may limit their
availability to us.

We have not prepared any audited financial statements.

Therefore, you have no audited financial information regarding the Company’s capitalization or
assets or liabilities on which to make your investment decision. If you feel the information
provided is insufficient, you should not invest in the Company.

The Company is not subject to Sarbanes-Oxley regulations and may lack the financial
controls and procedures of public companies.

The Company may not have the internal control infrastructure that would meet the standards of a
public company, including the requirements of the Sarbanes-Oxley Act of 2002. As a privately-
held (non-public) Company, the Company is currently not subject to the Sarbanes-Oxley Act of
2002, and its financial and disclosure controls and procedures reflect its status as a development
stage, non-public company. There can be no guarantee that there are no significant deficiencies
or material weaknesses in the quality of the Company’s financial and disclosure controls and
procedures. If it were necessary to implement such financial and disclosure controls and
procedures, the cost to the Company of such compliance could be substantial and could have a
material adverse effect on the Company’s results of operations.

Our ability to grow our business depends on state laws pertaining to the hemp industry.
Continued development of the hemp industry depends upon continued legislative authorization
of hemp at the state level. The status quo of, or progress in, the regulated hemp industry is not
assured and any number of factors could slow or halt further progress in this area. While there
may be ample public support for legislative action permitting the manufacture and use of hemp,
numerous factors impact the legislative process. In addition, burdensome regulation at the state
level could slow or stop further development of the hemp industry, such as restricting the form in
which hemp can be consumed, processing and/or retail sales of hemp, which could have the
impact of dampening growth of the hemp industry and making it difficult for hemp businesses to
operate profitably in those states.



FDA regulation of hemp and the possible registration of facilities where hemp is grown could
negatively affect the hemp industry and our financial condition.

The FDA may issue rules and regulations including certified good manufacturing practices, or
cGMPs, related to the growth, cultivation, harvesting and processing of hemp. Clinical trials may
be needed to verify efficacy and safety. It is also possible that the FDA would require that
facilities where hemp is grown register with the FDA and comply with certain federally
prescribed regulations. In the event that some or all of these regulations are imposed, we do not
know what the impact would be on the hemp industry, including what costs, requirements and
possible prohibitions may be enforced. If we are unable to comply with the regulations or
registration as prescribed by the FDA, we may be unable to continue to operate.

Laws and regulations affecting the regulated cannabis industry are constantly changing,
which could materially adversely affect our proposed operations, and we cannot predict the
impact that future regulations may have on us.

Local, state and federal cannabis laws and regulations are broad in scope and subject to evolving
interpretations, which could require us to incur substantial costs associated with compliance or
alter our business plan. In addition, violations of these laws, or allegations of such violations,
could disrupt our business and result in a material adverse effect on our operations. It is also
possible that regulations may be enacted in the future that will be directly applicable to our
proposed business. We cannot predict the nature of any future laws, regulations, interpretations
or applications, nor can we determine what effect additional governmental regulations or
administrative policies and procedures, when and if promulgated, could have on our business.

The SEC is monitoring the cannabis industry and may halt or prevent the sale of our
securities due to the bad acts of others.

On May 16, 2014, the SEC’s Office of Investor Education and Advocacy issued an Investor Alert
to warn investors about potential risks involving investments in marijuana-related companies.
The SEC noted an increase in the number of investor complaints regarding marijuana-related
investments. The SEC issued temporary trading suspensions for the common stock of five
different marijuana-related companies. Due to the stigma created by the bad acts of others in the
industry, the SEC may halt trading and offerings in all marijuana-related companies which would
have a material adverse effect on our ability to raise capital and our business.

We rely on third-party suppliers to provide basic ingredients for our products.

We depend on these suppliers and subcontractors to meet our contractual obligations to our
customers and conduct our operations. Our ability to meet our obligations to our customers may
be adversely affected if suppliers or subcontractors do not provide the agreed-upon supplies or
perform the agreed-upon services in compliance with customer requirements and in a timely and
cost-effective manner. Likewise, the quality of our products may be adversely impacted if
companies to whom we delegate production of our products, or from whom we acquire such
items, do not provide ginger, lavender, mango, jalapenos, pomegranates, vanilla, lime juice,
lemon juice, spices and salt, aluminum cans, glass bottles, or plastic containers which meet
required specifications and perform to our and our customers’ expectations. Our suppliers may
be less likely than us to be able to quickly recover from natural disasters and other events beyond
their control and may be subject to additional risks such as financial problems that limit their
ability to conduct their operations. The risk of these adverse effects may be greater in
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circumstances where we rely on only one or two subcontractors or suppliers for a particular raw
material, component, basic ingredient subsystem.

We source certain packaging materials, such as bottles, cans, labels, caps and other shipping
materials from a number of third-party suppliers and, in some cases, single-source suppliers.
Although we believe that alternative suppliers are available, the loss of any of our packaging
material suppliers could adversely affect our results of operations and financial condition. Our
inability to preserve the current economics of these agreements could expose us to significant
cost increases in future years.

We depend on third-party service providers and outsource providers for a variety of services
and we outsource a number of our non-core functions and operations.

In certain instances, we rely on single or limited service providers and outsourcing vendors
around the world because the relationship is advantageous due to quality, price, or lack of
alternative sources. If production or service was interrupted and we were not able to find
alternate third-party providers, we could experience disruptions in manufacturing and operations
including product shortages and higher freight costs. If outsourcing services are interrupted or
not performed or the performance is poor, this could impact our ability to process, record and
report transactions with our customers and other constituents. Such interruptions in the provision
of supplies and/or services could result in our inability to meet customer demand, damage our
reputation and customer relationships and adversely affect our business.

We depend on third party providers, suppliers and licensors to supply some of the hardware,
software and operational support necessary to provide some of our services.

We obtain these materials from a limited number of vendors, some of which do not have a long
operating history or which may not be able to continue to supply the equipment and services we
desire. Some of our hardware, software and operational support vendors represent our sole
source of supply or have, either through contract or as a result of intellectual property rights, a
position of some exclusivity. If demand exceeds these vendors’ capacity or if these vendors
experience operating or financial difficulties, or are otherwise unable to provide the equipment or
services we need in a timely manner, at our specifications and at reasonable prices, our ability to
provide some services might be materially adversely affected, or the need to procure or develop
alternative sources of the affected materials or services might delay our ability to serve our
customers. These events could materially and adversely affect our ability to retain and attract
customers, and have a material negative impact on our operations, business, financial results and
financial condition.

One of the potential risks we face in the distribution of our products is liability resulting from
counterfeit or tainted products infiltrating the supply chain.

Because we source ingredients from various sources, we rely on various suppliers and their
quality control measures. While we have procedures to maintain the highest quality levels in our
products, we may be subject to faulty, spoiled or tainted ingredients or components in our
products, which would negatively affect our products and our customers’ experience with them
and could decrease customer demand for our products. In addition, if there are serious illness or
injury due to our products, there can be no assurance that the insurance coverage we maintain is
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sufficient or will be available in adequate amounts or at a reasonable cost, or that indemnification
agreements will provide us with adequate protection.

From time to time, third parties may claim that one or more of our products or services
infringe their intellectual property rights.

Any dispute or litigation regarding patents or other intellectual property could be costly and
time- consuming due to the complexity of our technology and the uncertainty of intellectual
property litigation and could divert our management and key personnel from our business
operations. A claim of intellectual property infringement could force us to enter into a costly or
restrictive license agreement, which might not be available under acceptable terms or at all,
could require us to redesign our products, which would be costly and time-consuming, and/or
could subject us to an injunction against development and sale of certain of our products or
services. We may have to pay substantial damages, including damages for past infringement if it
is ultimately determined that our product candidates infringe a third party’s proprietary rights.
Even if these claims are without merit, defending a lawsuit takes significant time, may be
expensive and may divert management’ s attention from other business concerns. Any public
announcements related to litigation or interference proceedings initiated or threatened against as
could cause our business to be harmed. Our intellectual property portfolio may not be useful in
asserting a counterclaim, or negotiating a license, in response to a claim of intellectual property
infringement. In certain of our businesses we rely on third party intellectual property licenses and
we cannot ensure that these licenses will be available to us in the future on favorable terms or at
all.

Maintaining, extending and expanding our reputation and brand image are essential to our
business success.

We seek to maintain, extend, and expand our brand image through marketing investments,
including advertising and consumer promotions, and product innovation. Increasing attention on
marketing could adversely affect our brand image. It could also lead to stricter regulations and
greater scrutiny of marketing practices or more generally of our business. Existing or increased
legal or regulatory restrictions on our advertising, consumer promotions and marketing, or our
response to those restrictions, could limit our efforts to maintain, extend and expand our brands.
Moreover, adverse publicity about regulatory or legal action against us could damage our
reputation and brand image, undermine our customers’ confidence and reduce long-term demand
for our products, even if the regulatory or legal action is unfounded or not material to our
operations.

In addition, our success in maintaining, extending, and expanding our brand image depends on
our ability to adapt to a rapidly changing media environment. We increasingly rely on social
media and online dissemination of advertising campaigns. The growing use of social and digital
media increases the speed and extent that information or misinformation and opinions can be
shared. Negative posts or comments about us, our brands or our products on social or digital
media, whether or not valid, could seriously damage our brands and reputation. If we do not
establish, maintain, extend and expand our brand image, then our product sales, financial
condition and results of operations could be adversely affected.
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Quality management plays an essential role in determining and meeting customer
requirements, preventing defects, improving the Company’s products and services and
maintaining the integrity of the data that supports the safety and efficacy of our products.

Our future success depends on our ability to maintain and continuously improve our quality
management program. An inability to address a quality or safety issue in an effective and timely
manner may also cause negative publicity, a loss of customer confidence in us or our current or
future products, which may result in the loss of sales and difficulty in successfully launching new
products. In addition, a successful claim brought against us in excess of available insurance or
not covered by indemnification agreements, or any claim that results in significant adverse
publicity against us, could have an adverse effect on our business and our reputation.

Manufacturing or design defects, unanticipated use of our products, or inadequate disclosure
of risks relating to the use of the products can lead to injury or other adverse events.

These events could lead to recalls or safety alerts relating to our products (either voluntary or
required by governmental authorities) and could result, in certain cases, in the removal of a
product

from the market. Any recall could result in significant costs as well as negative publicity that
could reduce demand for our products. Personal injuries relating to the use of our products can
also result in product liability claims being brought against us. In some circumstances, such
adverse events could also cause delays in new product approvals. Similarly, negligence in
performing our services can lead to injury or other adverse events.

Product safety and quality concerns, including concerns related to perceived quality of
ingredients, could negatively affect the Company’s business.

The Company’s success depends in large part on its ability to maintain consumer confidence in
the safety and quality of all its products. The Company has rigorous product safety and quality
standards. However, if products taken to market are or become contaminated or adulterated, the
Company may be required to conduct costly product recalls and may become subject to product
liability claims and negative publicity, which would cause its business to suffer. In addition,
regulatory actions, activities by nongovernmental organizations and public debate and concerns
about perceived negative safety and quality consequences of certain materials in our products
may erode consumers’ confidence in the safety and quality issues, whether or not justified, and
could result in additional governmental regulations concerning the marketing and labeling of the
Company’s products, negative publicity, or actual or threatened legal actions, all of which could
damage the reputation of the Company’ s products and may reduce demand for the Company’s
products.

We must correctly predict, identify, and interpret changes in consumer preferences and
demand, offer new products to meet those changes, and respond to competitive innovation.
Consumer preferences may result in the need for our products to change continually. Our success
depends on our ability to predict, identify, and interpret the tastes and habits of consumers and to
offer products that appeal to consumer preferences. If we do not offer products that appeal to
consumers, our sales and market share will decrease. We must distinguish between short-term
fads, mid-term trends, and long-term changes in consumer preferences. If we do not accurately
predict which shifts in consumer preferences will be long-term, or if we fail to introduce new and
improved products to satisfy those preferences, our sales could decline. If we fail to expand our
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product offerings successfully across product categories, or if we do not rapidly develop products
in faster growing and more profitable categories, demand for our products could decrease, which
could materially and adversely affect our product sales, financial condition, and results of
operations.

In addition, achieving growth depends on our successful development, introduction, and
marketing of innovative new products and line extensions. Successful innovation depends on our
ability to correctly anticipate customer and consumer acceptance, to obtain, protect and maintain
necessary intellectual property rights, and to avoid infringing the intellectual property rights of
others and failure to do so could compromise our competitive position and adversely impact our
business.

Changes in government requlation could adversely impact our business.

The Company is subject to legislation and regulation at the federal and local levels and, in some
instances, at the state level. We expect that court actions and regulatory proceedings will
continue to refine our rights and obligations under applicable federal, state and local laws, which
cannot be predicted. Modifications to existing requirements or imposition of new requirements
or limitations could have an adverse impact on our business.

We may implement new lines of business or offer new products and services within existing
lines of business.

As an early-stage company, we may implement new lines of business at any time. There are
substantial risks and uncertainties associated with these efforts, particularly in instances where
the markets are not fully developed. In developing and marketing new lines of business and/or
new products and services, we may invest significant time and resources. Initial timetables for
the introduction and development of new lines of business and/or new products or services may
not be achieved, and price and profitability targets may not prove feasible. We may not be
successful in introducing new products and services in response to industry trends or
developments in technology, or those new products may not achieve market acceptance. As a
result, we could lose business, be forced to price products and services on less advantageous
terms to retain or attract clients, or be subject to cost increases. As a result, our business,
financial condition or results of operations may be adversely affected.

We are subject to the risk of substantial environmental liability and limitations on our
operations due to environmental laws and regulations.

We are subject to extensive federal, state, local and foreign environmental, health and safety laws
and regulations concerning matters such as air emissions, wastewater discharges, solid and
hazardous waste handling and disposal and the investigation and remediation of contamination.
The risks of substantial costs and liabilities related to compliance with these laws and regulations
are an inherent part of our business, and future conditions may develop, arise or be discovered
that create substantial environmental compliance or remediation liabilities and costs. Compliance
with environmental, health and safety legislation and regulatory requirements may prove to be
more limiting and costly than we anticipate. We may be subject to legal proceedings brought by
private parties or governmental authorities with respect to environmental matters, including
matters involving alleged property damage or personal injury. New laws and regulations,
including those which may relate to emissions of greenhouse gases, stricter enforcement of
existing laws and regulations, the discovery of previously unknown contamination or the
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imposition of new clean- up requirements could require us to incur costs or become the basis for
new or increased liabilities that could have a material adverse effect on our business, financial
condition or results of operations.

The supply and price are subject to market conditions and are influenced by other factors
beyond our control.

We do not have long-term contracts with many of our suppliers, and, as a result, they could
increase prices or fail to deliver. The occurrence of any of the foregoing could increase our costs
and disrupt our operations.

Substantial disruption to production at our manufacturing and distribution facilities could
occur.

A disruption in production at our third-party manufacturing facilities could have an adverse
effect on our business. In addition, a disruption could occur at the facilities of our suppliers or
distributors. The disruption could occur for many reasons, including fire, natural disasters,
weather, water scarcity, manufacturing problems, disease, strikes, transportation or supply
interruption, government regulation, cybersecurity attacks or terrorism. Alternative facilities with
sufficient capacity or capabilities may not be available, may cost substantially more or may take
a significant time to start production, each of which could negatively affect our business and
results of operations.

Damage to our reputation could negatively impact our business, financial condition and
results of operations.

Our reputation and the quality of our brand are critical to our business and success in existing
markets, and will be critical to our success as we enter new markets. Any incident that erodes
consumer loyalty for our brand could significantly reduce its value and damage our business. We
may be adversely affected by any negative publicity, regardless of its accuracy. Also, there has
been a marked increase in the use of social media platforms and similar devices, including blogs,
social media websites and other forms of internet-based communications that provide individuals
with access to a broad audience of consumers and other interested persons. The availability of
information on social media platforms is virtually immediate as is its impact. Information posted
may be adverse to our interests or may be inaccurate, each of which may harm our performance,
prospects or business. The harm may be immediate and may disseminate rapidly and broadly,
without affording us an opportunity for redress or correction.

Future product recalls or safety concerns could adversely impact our results of operations.

We may be required to recall certain of our products should they be mislabeled, tampered with or
damaged. We also may become involved in lawsuits and legal proceedings if it is alleged that the
use of any of our products causes injury, illness or death. A product recall or an adverse result in
any such litigation could have an adverse effect on our business, depending on the costs of the
recall, the destruction of product inventory, competitive reaction and consumer attitudes. Even if
a product liability or consumer fraud claim is unsuccessful or without merit, the negative
publicity surrounding such assertions regarding our products could adversely affect our
reputation and brand image. We also could be adversely affected if consumers in our principal
markets lose confidence in the safety and quality of our products.
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The consolidation of retail customers could adversely affect us.

Retail customers in our major markets, may consolidate, resulting in fewer customers for our
business. Consolidation also produces larger retail customers that may seek to leverage their
position to improve their profitability by demanding improved efficiency, lower pricing,
increased promotional programs, or specifically tailored products. In addition, larger retailers
have the scale to develop supply chains that permit them to operate with reduced inventories or
to develop and market their own white-label brands. Retail consolidation and increasing retailer
power could adversely affect our product sales and results of operations. Retail consolidation
also increases the risk that adverse changes in our customers’ business operations or financial
performance will have a corresponding material and adverse effect on us. For example, if our
customers cannot access sufficient funds or financing, then they may delay, decrease, or cancel
purchases of our products, or delay or fail to pay us for previous purchases, which could
materially and adversely affect our product sales, financial condition, and operating results.

Evolving tax, environmental and safety or other regulations or failure to comply with existing
licensing, labeling, trade and safety and other regulations and laws could have a material
adverse effect on our consolidated financial condition.

Our activities or products, are subject to regulation by various federal, state, and local laws,
regulations and government agencies, including the U.S. Food and Drug Administration, U.S.
Federal Trade Commission, the U.S. Departments of Agriculture, Commerce and Labor, and
others, including voluntary regulation by other bodies. These laws and regulations and
interpretations thereof may change, sometimes dramatically, as a result of a variety of factors,
including political, economic or social events. The manufacturing, marketing and distribution of
food products are subject to governmental regulation that control such matters as food quality
and safety, ingredients, advertising, product or production requirements, labeling, import or
export of our products or ingredients, relations with distributors and retailers, health and safety,
the environment, and restrictions on the use of government programs to purchase certain of our

products. We are also regulated with respect to matters such as licensing requirements, trade and
pricing practices, tax, anticorruption standards, advertising and claims, and environmental
matters. The need to comply with new, evolving or revised tax, environmental, food quality and
safety, labeling or other laws or regulations, or new, or changed interpretations or enforcement of
existing laws or regulations, may have an adverse effect on our business and results of
operations. Further, if we are found to be out of compliance with applicable laws and regulations
in these areas, we could be subject to civil remedies, including fines, injunctions, termination of
necessary licenses or permits, or recalls, as well as potential criminal sanctions, any of which
could have an adverse effect on our business. Even if regulatory review does not result in these
types of determinations, it could potentially create negative publicity or perceptions which could
harm our business or reputation.

Significant additional labeling or warning requirements may inhibit sales of affected
products.

Various jurisdictions may seek to adopt significant additional product labeling or warning
requirements relating to the content or perceived adverse health consequences of our product(s).
If these types of requirements become applicable to our product(s) under current or future
environmental or health laws or regulations, they may inhibit sales of such products.
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Growth rates higher than planned or the introduction of new products requiring special
ingredients could create higher demand for ingredients greater than we can source.

Although we believe that there are alternative sources available for our key ingredients, there can
be no assurance that we would be able to acquire such ingredients from substitute sources on a
timely or cost effective basis in the event that current suppliers could not adequately fulfill
orders, which would adversely affect our business and results of operations.

Most of our distribution relationships are governed by state laws that in certain respects may
supersede the terms of any contractual relationships.

Under most of these state laws, distribution agreements for CBD can only be terminated by the
supplier after the supplier shows some type of "cause" (usually an uncured deficiency in the
distributor’s operation) or upon payment of some sort of compensation to the distributor for the
value of the distribution rights. State laws also may limit a CBD supplier’s right to object to
proposed assignments of distribution rights and/or changes in distributor ownership. A minority
of states have enacted similar laws governing CBD-distributor relationships. Therefore, while we
have entered into contractual relationships with some of our distributors, state law in various
jurisdictions may limit our exercising our contractual termination and enforcement rights.
Additionally, our distribution relationships are susceptible to changes in state legislation that
could significantly alter the competitive environment for the CBD distribution industry, which
could adversely affect the financial stability of distributors on which we rely.

The loss of our third-party distributors could impair our operations and substantially reduce
our financial results.

We continually seek to expand distribution of our products by entering into distribution
arrangements with regional bottlers or other direct store delivery distributors having established
sales, marketing and distribution organizations. Many distributors are affiliated with and
manufacture and/or distribute other beverage products. In many cases, such products compete
directly with our products. The marketing efforts of our distributors are important for our
success. If our brands prove to be less attractive to our existing distributors and/or if we fail to
attract additional distributors and/or our distributors do not market and promote our products
above the products of our competitors, our business, financial condition and results of operations
could be adversely affected.

Our business is substantially dependent upon awareness and market acceptance of our
products and brands.

Our business depends on acceptance by both our end consumers as well as our independent
distributors of our brands as beverage brands that have the potential to provide incremental sales
growth rather than reduce distributors’ existing beverage sales. We believe that the success of our
product name brands will also be substantially dependent upon acceptance of our product name
brands. Accordingly, any failure of our brands to maintain or increase acceptance or market
penetration would likely have a material adverse effect on our revenues and financial results.

Reductions in sales of our products will have an adverse effect on our profitability and ability
to generate cash to fund our business plan.
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The following factors, among others, could affect continued market acceptance and profitability
of our products:

s the introduction of competitive products;

» changes in consumer preferences among CBD food products;

» changes in consumer eating and snacking habits, including trends away from certain categories,
including major allergen-free, gluten-free and non-GMO products;

» changes in awareness of the social effects of farming and food production;

» changes in consumer perception about trendy snack products;

» changes in consumer perception regarding the healthfulness of our products;

s the level and effectiveness of our sales and marketing efforts;

+ any unfavorable publicity regarding CBD products or similar products;

+» any unfavorable publicity regarding our brand;

» litigation or threats of litigation with respect to our products;

» the price of our products relative to other competing products;

« price increases resulting from rising commodity costs;

+ any changes in government policies and practices related to our products, labeling and markets;

s regulatory developments affecting the manufacturing, labeling, marketing or use of our
products;

» new science or research that disputes the health benefits of our products

Adverse developments with respect to the sale of our products would significantly reduce our net
sales and profitability and have a material adverse effect on our ability to maintain profitability
and achieve our business plan.

We currently depend exclusively on a third-party co-packer with two locations to manufacture
all of our products.

We currently have one co-packing agreement for our products. Our co-packing agreement with
our principal co-packer was signed in November 2017 and lasts indefinitely unless either party
provides notice of cancellation of at least 30 calendar days. Our dependence on co-packers puts
us at substantial risk in our operations. The loss of this co-packer or the inability of the co-packer
to fulfill our orders would adversely affect our ability to make timely deliveries of our product
and would have a material adverse effect on our business. If we lose this relationship and/or
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require new co-packing relationships for other products, we may be unable to establish such
relationships on favorable terms, if at all.

We rely, in part, on our third-party co-packers to maintain the quality of our products.

The failure or inability of these co-packers to comply with the specifications and requirements of
our products could result in product recall and could adversely affect our reputation. Our third-
party co-packers are required to maintain the quality of our products and to comply with our
product specifications and requirements for certain certifications. Our third-party co-packers are
also required to comply with all federal, state and local laws with respect to food safety.
Additionally, certain retail customers, such as WholeFoods, require our third-party co-packer to
maintain minimum independent certifications, such as SQF Level 2 Certification or Hazard
Analysis and Critical Control Points, or HACCP, certification. However, our third-party co-
packer may not continue to produce products that are consistent with our standards or that are in
compliance with applicable laws, and we cannot guarantee that we will be able to identify
instances in which our third-party co-packer fails to comply with our standards or applicable
laws. Any such failure, particularly if it is not identified by us, could harm our brand and
reputation as well as our customer relationships. We would have these same issues with any new
co-packer, and they may be exacerbated due to the newness of the relationship. The failure of
any manufacturer to produce products that conform to our standards could materially and
adversely affect our reputation in the marketplace and result in product recalls, product liability
claims and severe economic loss.

As a food production company, all of our products must be compliant with regulations by the
Food and Drug Administration (FDA).

We must comply with various FDA rules and regulations, including those regarding product
manufacturing, food safety, required testing and appropriate labeling of our products. It is
possible that regulations by the FDA and its interpretation thereof may change over time. As
such, there is a risk that our products could become non-compliant with the FDA’s regulations
and any such non-compliance could harm our business.

Ingredient and packaging costs are volatile and may rise significantly, which may negatively
impact the profitability of our business.

We purchase large quantities of raw materials, including ingredients such as ginger, lavender,
mango, jalapenos, pomegranates, vanilla, lime juice, lemon juice, spices and salt. In addition, we
purchase and use significant quantities of aluminum cans, glass bottles, plastic containers to
package our products. In recent periods, the prices of aluminum, vanilla, above their respective
averages and we have realized some negative effects from these high prices in the form of higher
cost of goods sold and resulting lower gross profit margins. Costs of ingredients and packaging
are volatile and can fluctuate due to conditions that are difficult to predict, including global
competition for resources, weather conditions, natural or man-made disasters, consumer demand
and changes in governmental trade and agricultural programs. As such, any material upward
movement in raw materials pricing could negatively impact our margins, if we are not able to
pass these costs on to our customers, or sales if we are forced to increase our prices, which would
adversely affect our business, results of operations and financial condition.
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Our future business, results of operations and financial condition may be adversely affected
by reduced availability of our core ingredients.

Our ability to ensure a continuing supply of our core ingredients at competitive prices depends
on many factors beyond our control, such as the number and size of farms that grow crops, poor
harvests, changes in national and world economic conditions and our ability to forecast our
ingredient requirements. The ginger, lavender, mangoes, jalapenos, pomegranates and other
ingredients used in our products are vulnerable to adverse weather conditions and natural
disasters, such as floods, droughts, frosts, earthquakes, hurricanes and pestilences. Adverse
weather conditions and natural disasters can lower crop yields and reduce crop size and quality,
which in turn could reduce the available supply of our core ingredients. If supplies of our core
ingredients are reduced or there is greater demand for such ingredients, from us and others, we
may not be able to obtain sufficient supply on favorable terms, or at all, which could impact our
ability to supply products to distributors and retailers.

Failure by our transportation providers to deliver our products on time or at all could result in
lost sales.

We currently rely upon third-party transportation providers for a significant portion of our
product shipments. Our utilization of delivery services for shipments is subject to risks, including
increases in fuel prices, which would increase our shipping costs, and employee strikes and
inclement weather, which may impact the ability of providers to provide delivery services that
adequately meet our shipping needs. We may, from time to time, change third-party
transportation providers, and we could therefore face logistical difficulties that could adversely
affect deliveries. We may not be able to obtain terms as favorable as those we receive from the
third-party transportation providers that we currently use or may incur additional costs, which in
turn would increase our costs and thereby adversely affect our operating results.

Failure to develop new products and production technologies or to implement productivity and
cost reduction initiatives successfully may harm our competitive position.

We depend significantly on the development of commercially viable new products, product
grades and applications, as well as process technologies, free of any legal restrictions. If we are
unsuccessful in developing new products, applications and production processes in the future,
our competitive position and results of operations may be negatively affected. However, as we
invest in new technology, we face the risk of unanticipated operational or commercialization
difficulties, including an inability to obtain necessary permits or governmental approvals, the
development of competing technologies, failure of facilities or processes to operate in
accordance with specifications or expectations, construction delays, cost over-runs, the
unavailability of financing, required materials or equipment and various other factors. Likewise,
we have undertaken and are continuing to undertake initiatives to improve productivity and
performance and to generate cost savings. These initiatives may not be completed or beneficial
or the estimated cost savings from such activities may not be realized.

We may incur additional expenses and delays due to technical problems or other interruptions
at our manufacturing facilities.

Disruptions in operations due to technical problems or other interruptions such as floods or fire
would adversely affect the manufacturing capacity of our co-packing facilities. Such
interruptions could cause delays in production and cause us to incur additional expenses such as
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charges for expedited deliveries for products that are delayed. Additionally, our customers have
the ability to

cancel purchase orders in the event of any delays in production and may decrease future orders if
delays are persistent. Additionally, to the extent that such disruptions do not result from damage
to our physical property, these may not be covered by our business interruption insurance. Any
such disruptions may adversely affect our business and results of operations.

Any disruption in our information systems could disrupt our operations and would be adverse
to our business and results of operations.

We depend on various information systems to support our customers’ requirements and to
successfully manage our business, including managing orders, supplies, accounting controls and
payroll. Any inability to successfully manage the procurement, development, implementation or
execution of our information systems and back-up systems, including matters related to system
security, reliability, performance and access, as well as any inability of these systems to fulfill
their intended purpose within our business, could have an adverse effect on our business and
results of operations. Such disruptions may not be covered by our business interruption
insurance.

Security breaches and other disruptions could compromise our information and expose us to
liability, which would cause our business and reputation to suffer.

Through third party service providers we indirectly collect and store sensitive data, including
intellectual property, our proprietary business information and that of our customers, and
personally identifiable information of our customers and employees. The secure processing,
maintenance and transmission of this information is critical to our operations and business
strategy. Despite our security measures, our information technology and infrastructure may be
vulnerable to attacks by hackers or breached due to employee error, malfeasance or other
disruptions. Any such breach could compromise the information stored there and result in
unauthorized access, public disclosure or, lost or stolen information. Any such access, disclosure
or other loss of information could result in legal claims or proceedings, liability under laws that
protect the privacy of personal information, and potential regulatory penalties, disrupt our
operations and the services we provide to customers, and damage our reputation, and cause a loss
of confidence in our products and services, which could adversely affect our business/operating
margins, revenues and competitive position.

Additional Information

In addition to the risks listed above, businesses are often subject to risks not foreseen or fully
appreciated by the management. It is not possible to foresee all risks that may affect us.
Moreover, the Company cannot predict whether the Company will successfully effectuate the
Company’s current business plan.

In addition to the risks listed above, businesses are often subject to risks not foreseen or fully
appreciated by the management. It is not possible to foresee all risks that may affect us.
Moreover, the Company cannot predict whether the Company will successfully effectuate the
Company’s current business plan. Each prospective Purchaser is encouraged to carefully analyze
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the risks and merits of an investment in the Securities and should take into consideration when
making such analysis, among other, the Risk Factors discussed above.

BUSINESS
Description of the Business

Backyard Soda currently has two product offerings, ready-to-drink CBD-infused sodas and
simple syrups. The sodas are made from a mixture of sparkling water, 15mg of cannabinoid
("CBD"), and uniquely flavored syrups. The syrups are made by Backyard Soda and comprise
whole natural ingredients. The CBD is sourced from locally grown hemp. Backyard Soda aims to
keep the ingredient list and soda flavor as simple and natural as possible. Our products can be
purchased from retailers individually and in six-packs. The Company currently offers three
flavors of soda: » Lavender lemon » Ginger lime « Mango jalapeno Backyard Soda currently sells
five flavors of simple syrups: ginger lime, lavender lemon, mango jalapeno, Madagascar vanilla
bean, pomegranate orange blossom, and true grenadine. All syrups are made with whole natural
ingredients. The syrups are intended to be mixed with sparkling water or cocktails to add extra
flavor. Adding one serving of syrup (~31ml) makes about five drinks. Syrups are sold through
the Backyard Soda website, retailers, and Amazon in 8oz bottles that can be used for 10-12
servings. Several of the syrups (lavender lemon, ginger lime, and mango jalapeno) are used as
the base ingredient for the Company’s CBD-infused sodas.

Business Plan

Our flagship product, Backyard Soda Co, is a whole ingredient simple syrup which we sell at
wholesale and use as the base of our canned ready to drink soda. Our canned soda includes an
infusion of a full spectrum CO grown hemp extract. Backyard Soda Co. does not contain high
fructose corn syrup, artificial flavors, or artificial colors. We use only whole ingredients that are
sourced locally whenever possible, and use organic pure cane sugar for our syrups. Backyard
Soda Co syrups are sold in grocery chains such as Whole Foods as well as liquor and specialty
food stores and bars and restaurants. Our canned soda is sold in bars and restaurants, liquor and
specialty stores. Backyard Soda is packaged in 8oz glass bottles, and PET gallon bottles, and
wrapped with colorful, eye-catching labels and currently comes in 6 flavors at retail (ginger lime,
mango jalapeno, lavender lemon, true grenadine, and Madagascar vanilla, and Pure Cane). Our
gallons include those flavors in addition to root beer, raspberry and blueberry. Our canned
product comes in 12 ounce cans in the flavors of ginger lime, lavender lemon, and mango
jalapeno. Backyard Soda is also available for purchase online at http://www.backyardsodas.com.
We intend to expand the Backyard Soda Co presence and become a premium mixer and soft
drink. Our products are for thinking individuals who are looking to be home mixologists when
looking to make gourmet cocktails, mocktails or natural sodas. Our canned soda customers are
looking to use our products to create a more socially acceptable consumption of CBD while still
drinking an all natural beverage in a soda, cocktail, or mocktail. We want to continue to deepen
our relationship with national and regional retailers such as Whole Foods and develop new
channels with boutique groceries, liquor stores, bars and restaurants, gyms, and cannabis focused
retailers. Many luxury gyms have cafes or food shops and we intend to be on their shelves. We
plan to further extend our distribution of Backyard Soda into North America via distribution
partnerships.

History of the Business
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The Company’s Products and/or Services

Product / Service

Description

Current Market

Simple Syrup

Currently, Backyard Soda
sells its CBD-infused sodas to
wholesale distributors for
$2.375 per can. The
suggested retail price for a
can is between $4.39 and
$4.99. Its syrups (8oz) sell for
$8.99 on the Backyard Soda
website and $15.99 on
Amazon.

Our current market is
wholesale distributors, on-
premise (bars, restaurants,

and breweries), specialty
stores, and directly to
consumers (DTC online).

CBD-infused canned soda

Our canned sodas come in 3
flavors, ginger lime, mango
jalapeno, and lavender lemon.
Cans are 120z and can be
bought from retailers
individually or in 6-packs.
Each can of soda contains
15mg of CBD. The flavor is
provided from our simple

Syrups.

Our current market is
wholesale distributors, on-
premise (bars, restaurants,

and breweries), and specialty
stores.

Currently any anticipated products would be additional flavors of syrup and canned soda line.

We currently have 10-12 recipes that could be added to the product line. We also may look to add
a bag in box (BIB) packaging line to on premise customers that are looking to create a fountain
drink option to customers.

We currently have a distribution agreement with LoCo Food Distribution, a Colorado focused
food and beverage distributor that services grocery stores, liquor stores, convenience stores, on-
premise locations, and specialty stores. We also have some self-distribution to areas that are not
served by our current distribution partners, and ship syrups directly to consumers from online
sales. In addition, in Nov of 2021, we started a relationship with Empire Distributors of CO and
TN. They service both on-premise and retail locations in the CO and TN markets.

Competition

The Company’s primary competitors are Sprig, Recess, Colorado’s Best Drinks, Weller Snacks,
other natural soda brands for our canned soda. Sonoma Syrup Co, Royal Rose, Monin, Torani.

We are well positioned in the soda and natural foods market. We use whole ingredients to create
our flavors. We do not use lab created "natural flavors" in our beverages or syrups. This allows
us to differentiate our products due to our minimal ingredient list. We compete in the natural

beverage category, and also in the mixer section.

Customer Base
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We purchase all whole ingredients that go into our syrups from multiple sources such as
restaurant suppliers and beverage distributors. Our glass bottles come from 2 different sources
depending on size. Our syrup product is produced and bottled at our production facility in
Denver, CO and then canned at a co-manufacturer to produce the end ready to drink product. We
both self- distribute our product in addition to having a distribution partner that works with our
grocery accounts.

Intellectual Property

Licenses
Description I
Licensor Licensee of Rights Termination
Date
Granted
State of Sales Tax Ali?gut; Sﬂill December
Colorado License p 31, 2021
events

Governmental/Regulatory Approval and Compliance

Our business has been and will continue to be subject to the Food and Drug Administration and
various other U.S. laws and regulations. Failure to comply with these laws and regulations could
subject us to administrative and legal proceedings and actions by these various governmental
bodies.

Litigation

There are no existing legal suits pending, or to the Company’s knowledge, threatened, against the
Company.

Other
The Company’s principal address is 3000 Lawrence St., Denver, CO 80205

The Company conducts business in USA (all states).

DIRECTORS, OFFICERS AND EMPLOYEES

Directors
The directors or managers of the Company are listed below along with all positions and offices
held at the Company and their principal occupation and employment responsibilities for the past

three (3) years and their educational background and qualifications.
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Name
Jonathan Schultz

All positions and offices held with the Company and date such position(s) was held with start
and ending dates

Backyard Soda Co, Inc., CEO & Director, January 2018 - Present

Principal occupation and employment responsibilities during at least the last three (3) years
with start and ending dates

Backyard Soda Co, Inc., CEO & Director, January 2018 - Present. Responsible for managing all
operations, product management, and sales. Trigam Software, Advisor & Co-founder, July 2009 -
Present. Phoncert, Founder & Product Manager, April 2013 - October 2017.

Name

Leah Schultz

All positions and offices held with the Company and date such position(s) was held with start
and ending dates

Backyard Soda Co, Inc., Administrative Manager & Director, January 2018 - Present.

Principal occupation and employment responsibilities during at least the last three (3) years
with start and ending dates

Backyard Soda Co, Inc., Administrative Manager & Director, January 2018 - Present.
Administrative duties including licensing, bookkeeping, administrative paperwork for

distribution and sales partnerships. Trigam Software, Bookkeeper, July 2009 - Present.
Independent Contractor, Bookkeeper, March 2013 - Present.

Officers of the Company

The officers of the Company are listed below along with all positions and offices held at the
Company and their principal occupation and employment responsibilities for the past three (3)
years and their educational background and qualifications.

Name

Jonathan Schultz

All positions and offices held with the Company and date such position(s) was held with start
and ending dates
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Backyard Soda Co, Inc., CEO & Director, January 2018 - Present

Principal occupation and employment responsibilities during at least the last three (3) years
with start and ending dates

Backyard Soda Co, Inc., CEO & Director, January 2018 - Present. Responsible for managing all
operations, product management, and sales. Trigam Software, Advisor & Co-founder, July 2009 -
Present. Phoncert, Founder & Product Manager, April 2013 - October 2017.

Name

Leah Schultz

All positions and offices held with the Company and date such position(s) was held with start
and ending dates

Backyard Soda Co, Inc., Administrative Manager & Director, January 2018 - Present.

Principal occupation and employment responsibilities during at least the last three (3) years
with start and ending dates

Backyard Soda Co, Inc., Administrative Manager & Director, January 2018 - Present.

Administrative duties including licensing, bookkeeping, administrative paperwork for
distribution and sales partnerships. Trigam Software, Bookkeeper, July 2009 - Present.
Independent Contractor, Bookkeeper, March 2013 - Present.

Indemnification

Indemnification is authorized by the Company to directors, officers or controlling persons acting
in their professional capacity pursuant to Delaware law. Indemnification includes expenses such
as attorney’s fees and, in certain circumstances, judgments, fines and settlement amounts actually
paid or incurred in connection with actual or threatened actions, suits or proceedings involving
such person, except in certain circumstances where a person is adjudged to be guilty of gross
negligence or willful misconduct, unless a court of competent jurisdiction determines that such
indemnification is fair and reasonable under the circumstances.

Employees
The Company currently has 3 employees in CO, USA.

The Company has the following employment/labor agreements in place:
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Employee Description Effective Date Termination Date
Leah Schultz PIIA April 18, 2019
Jonathan Schultz PIIA April 18, 2019
Dominic Ruvolo PIIA September 21, 2020

CAPITALIZATION AND OWNERSHIP

Capitalization

The Company has issued the following outstanding Securities:

Type of security Convertible Notes
Amount outstanding 100,000
Voting Rights Holders of Convertible Notes are not entitled
to vote.
Anti-Dilution Rights Not Applicable

How this Security may limit, dilute or
qualify the Notes/Bonds issued pursuant to
Regulation CF

The Company may issue additional
Convertible Notes at a later date. The
availability of any shares of the Company’s
capital stock convertible from such
Convertible Notes and its potential future
issuance may be dilutive and could adversely
affect the value of the Securities issued
pursuant to Regulation CF.

Difference between these securities and the
Securities issued pursuant to Regulation

The Convertible Notes have different
conversion triggers than the Crowd Notes

= and Crowd SAFEs.
Type of security Crowd Notes
Amount outstanding 105,852
Voting Rights Holders of Crowd Notes are not entitled to
vote.
Anti-Dilution Rights Not Applicable.

How this Security may limit, dilute or
qualify the Notes/Bonds issued pursuant to
Regulation CF

The Company may issue additional Crowd
Notes at a later date. The availability of any
shares of the Company’s capital stock
convertible from such Crowd Notes and its
potential future issuance may be dilutive and
could adversely affect the value of the
Securities issued pursuant to Regulation CF.

Difference between these securities and the

Securities issued pursuant to Regulation
CF

These are Securities issued pursuant to
Regulation CF.
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Type of security

Common Stock

Amount outstanding

944,382

Voting Rights

Each holder of record of Common Stock is
entitled to one vote for each share of such
stock.

Anti-Dilution Rights

88,882 shares (representing 9.4% ownership)
have anti-dilution protection; requiring the
Company to issue additional shares to
investor for no additional consideration; until
immediately prior to a bona fide equity
financing event in which the Company issues
capital stock for aggregate proceeds of at
least $250,000

How this Security may limit, dilute or
qualify the Notes/Bonds issued pursuant to
Regulation CF

The Company’s board of directors and
stockholders may authorize and issue
additional shares of Common Stock at a later
date.

Difference between these securities and the
Securities issued pursuant to Regulation

Common Stock are equity securities of the
Company while the Crowd Notes and
Crowd SAFEs convert into equity securities

CF T :
upon the occurrence of certain triggering
events.
. Crowd SAFE (Simple Agreement for Future
Type of security Equity)
Amount outstanding 146,391
Voting Rights Holders of Crowd Notes are not entitled to
vote.
Anti-Dilution Rights Not Applicable.

How this Security may limit, dilute or
qualify the Notes/Bonds issued pursuant to
Regulation CF

The Company may issue additional Crowd
Notes at a later date. The availability of any
shares of the Company’s capital stock
convertible from such Crowd Notes and its
potential future issuance may be dilutive and
could adversely affect the value of the
Securities issued pursuant to Regulation CF.

Difference between these securities and the
Securities issued pursuant to Regulation
CF

These are Securities issued pursuant to
Regulation CF.

The Company has the following debt outstanding:
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Type of debt

Convertible Notes

Name of creditor

Crowd Note Via MicroVentures

Amount outstanding

$105,852.00

Interest rate and payment schedule

The Crowd Notes have no stated interest rate,
and no stated repayment terms.

Amortization schedule N/A
Describe any collateral or security Unsecured.
Maturity date N/A

Other material terms

The Crowd Notes are convertible into shares
of the Company’s capital stock. See the
section entitled "Capitalization and
Ownership - Capitalization" for further
information.

Type of debt Convertible Notes
Name of creditor CB5, LLC
Amount outstanding $100,000.00

Interest rate and payment schedule

8% interest per annum. The outstanding
principal amount plus accrued and unpaid
interest thereon is payable on demand on the
maturity date unless converted to into shares
of the capital stock of the Company pursuant
to the terms of the note.

Amortization schedule

N/A

Describe any collateral or security

Unsecured.

Maturity date

April 18, 2023

Other material terms

Type of debt Loan
Name of creditor Jonathan and Leah Schultz
Amount outstanding $31,152.00

Interest rate and payment schedule

5% interest per annum. The outstanding
principal amount plus accrued and unpaid
interest thereon is payable on maturity.

Amortization schedule

N/A

Describe any collateral or security

Unsecured.

Maturity date

October 1, 2025

Other material terms

See the section entitled "Transactions with
Related Persons and Conflicts of Interest" for
additional information.
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Line of credit

Type of debt
Name of creditor Chase
Amount outstanding $42,462.00

Interest rate and payment schedule

18.24% per annum. Minimum monthly
payment in the amount of $698.

Amortization schedule N/A
Describe any collateral or security Unsecured.
Maturity date N/A
Other material terms N/A
Type of debt Loan
Name of creditor Jonathan and Leah Schultz
Amount outstanding $18,048.00

Interest rate and payment schedule

six (6) months thereafter, no payments will be

1% per annum. For the period beginning on
the date of issuance of the note, and ending

due. Thereafter, monthly payments of
principal and interest in an unspecified
amount will be due. Any principal balance
and interest due thereon outstanding on the
maturity date of the note, will be due and
payable on the maturity date, unless such
amounts are forgiven under the terms of the

loan.

Amortization schedule N/A
Describe any collateral or security Unsecured.
Maturity date May 4, 2022

Other material terms

The principal amount of the loan may be
forgivable under the terms of the U.S. Small
Business Administration’s "Paycheck
Protection Program" created pursuant to
Section 1102 of the Coronavirus Air, Relief,
and Economic Security Act, commonly
referred to as the "Cares Act".

Line of credit

Type of debt
Name of creditor Alpine Bank
Amount outstanding $27,886.12
Interest rate and payment schedule 5%
Amortization schedule Revolving line of credit
Describe any collateral or security N/A
Maturity date N/A
Other material terms N/A

The total amount of outstanding debt of the company is $325,400.12.

The Company has conducted the following prior Securities offerings in the past three years:
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Exemption
from
Security Number Money Use of Offering Registration
Type Sold Raised Proceeds Date Used or
Public
Offering
Operations,
Convertible marketing, April 18, Section 4(a)
Notes L $100,000.00 manufacturin 2019 (2)
g
Research &
Development
Convertible Manuf,acmrin October 18, Regulation
Naotes 446 $105,852.00 g, Wages, 2019 CF
General
Working
Capital
Operations,
Marketing i i
Common 88,882 $30,000.00 and April 18, Section 4(a)
Stock i 2019 (2)
Manufacturin
g
SAFE
(Simple Operations, .
Agreement 353 $143,521.00 | Sales and O%%g‘g L, Reg‘él;“”“
for Future Marketing
Equity)
Ownership

A majority of the Company is owned by Jonathan Schultz and Leah Schultz.

Below the beneficial owners of 20% percent or more of the Company’s outstanding voting equity
securities, calculated on the basis of voting power, are listed along with the amount they own.

Name Percentage Owned
Jonathan Schultz 42.4%
Leah Schultz 42.4%

FINANCIAL INFORMATION

Please see the financial information listed on the cover page of this Form C-AR and
attached hereto in addition to the following information. Financial statements are attached
hereto as Exhibit A.

Recent Tax Return Information
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Total Income Taxable Income Total Tax

$83,113.00 -$163,263.00 $0.00

Operations

We generate substantially all of our revenue from syrup sales and RTD canned mixer sales. For
the year ended December 31, 2021, we recorded revenue of $203,786, and net income of -
$160,055. For the year ended December 31, 20202, we recorded revenue of $124,616, and net
income of -$216,231. The reason behind this increase is the company saw growth in distributor
and DTC sales (Direct to Consumer)i. Our primary expenses are cost of syrup production and
rent, salaries to hourly workers, and marketing expenses. The owners are not currently taking a
salary.

The Company intends to improve profitability in the next 12 months by additional revenue
generation through increased sales to distributors, on premise and retail accounts.

Liquidity and Capital Resources

On October 18, 2019 the Company conducted an offering pursuant to Regulation CF and raised
$105,852.00.

On October 1, 2020 the Company conducted an offering pursuant to Regulation CF and raised
$146,391.00.

The Company does not have any additional sources of capital other than the proceeds from the
Regulation CF Offering.

Capital Expenditures and Other Obligations

The Company does not intend to make any material capital expenditures in the future.
Material Changes and Other Information

Trends and Uncertainties

The financial statements are an important part of this Form C-AR and should be reviewed in
their entirety. The financial statements of the Company are attached hereto as Exhibit A.

Restrictions on Transfer

Any Securities sold pursuant to Regulation CF being offered may not be transferred by any
Investor of such Securities during the one-year holding period beginning when the Securities
were issued, unless such Securities were transferred: 1) to the Company, 2) to an accredited
investor, as defined by Rule 501(d) of Regulation D of the Securities Act of 1933, as amended,
3) as part of an Offering registered with the SEC or 4) to a member of the family of the Investor
or the equivalent, to a trust controlled by the Investor, to a trust created for the benefit of a family
member of the Investor or the equivalent, or in connection with the death or divorce of the
Investor or other similar circumstances. "Member of the family" as used herein means a child,
stepchild, grandchild, parent, stepparent, grandparent, spouse or spousal equivalent, sibling,
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mother/father/daughter/son/sister/brother-in-law, and includes adoptive relationships. Remember
that although you may legally be able to transfer the Securities, you may not be able to find

another party willing to purchase them.

TRANSACTIONS WITH RELATED PERSONS AND CONFLICTS OF INTEREST

Related Person Transactions

From time to time the Company may engage in transactions with related persons. Related
persons are defined as any director or officer of the Company; any person who is the beneficial
owner of 10 percent or more of the Company’s outstanding voting equity securities, calculated
on the basis of voting power; any promoter of the Company; any immediate family member of
any of the foregoing persons or an entity controlled by any such person or persons.

The Company has the following transactions with related persons:

Loans

Related Person/Entity

Jonathan and Leah Schultz

Relationship to the Company

Jonathan Schultz and Leah Schultz are CEO
& Director and Administrative Manager &
Director, respectively, of the Company.

Total amount of money involved

$39,345.00

Benefits or compensation received by
related person

N/A

Benefits or compensation received by
Company

Loan proceeds

Description of the transaction

This loan was extended to the Company to
provide for additional working capital. The
loan accrues 5% interest per annum. The
principal amount outstanding together with
any interest accrued thereon is due and
payable on October 1, 2025, the maturity
date.

Related Person/Entity

Jonathan and Leah Schultz

Relationship to the Company

Jonathan Schultz and Leah Schultz are CEO
& Director and Administrative Manager &
Director, respectively, of the Company.

Total amount of money involved

$25,000.00

Benefits or compensation received by
related person

N/A

Benefits or compensation received by
Company

Loan proceeds

Description of the transaction

This loan was extended to the Company to
provide for additional working capital. The
loan accrues 5% interest per annum. The
principal amount outstanding together with
any interest accrued thereon is due and
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payable on October 1, 2025, the maturity
date.

Conflicts of Interest

To the best of our knowledge the Company has not engaged in any transactions or relationships,
which may give rise to a conflict of interest with the Company, its operations or its security
holders.

OTHER INFORMATION

The Company has not failed to comply with the ongoing reporting requirements of
Regulation CF § 227.202 in the past.

Bad Actor Disclosure

The Company is not subject to any Bad Actor Disqualifications under any relevant U.S.
securities laws.




SIGNATURE

Pursuant to the requirements of Sections 4(a)(6) and 4A of the Securities Act of 1933 and
Regulation Crowdfunding (§ 227.100 et seq.), the issuer certifies that it has reasonable grounds
to believe that it meets all of the requirements for filing on Form C-AR and has duly caused this
Form to be signed on its behalf by the duly authorized undersigned.

The issuer also certifies that the attached financial statements are true and complete in all
material respects.

/s/Jonathan Schultz
(Signature)

Jonathan Schultz
(Name)

CEO & Director
(Title)

Pursuant to the requirements of Sections 4(a)(6) and 4A of the Securities Act of 1933 and
Regulation Crowdfunding (§ 227.100 et seq.), this Form C-AR has been signed by the following
persons in the capacities and on the dates indicated.

/s/Jonathan Schultz
(Signature)

Jonathan Schultz
(Name)

CEO & Director
(Title)

4/26/22
(Date)

Instructions.

1. The form shall be signed by the issuer, its principal executive officer or officers, its
principal financial officer, its controller or principal accounting officer and at least a majority of
the board of directors or persons performing similar functions.

2. The name of each person signing the form shall be typed or printed beneath the signature.

Intentional misstatements or omissions of facts constitute federal criminal violations. See 18
U.S.C. 1001.
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I, Jonathan Schultz, being the founder of Backyard Soda Co, Inc., a Corporation (the
“Company”), hereby certify as of this that:

(i) the accompanying unaudited financial statements of the Company, which comprise the
balance sheet as of December 31, 2021 and the related statements of income (deficit),
stockholder’s equity and cash flows for the year ended December 31, 2021, and the related noted
to said financial statements (collectively, the “Financial Statement™), are true and complete in all
material respects; and

(ii) while the Company has not yet filed tax returns for the year ending December 31, 2021, any
tax return information in the Financial Statements reflects accurately the information that would
be reported in such tax returns.

/s/Jonathan Schultz
(Signature)

Jonathan Schultz
(Name)

CEO & Director
(Title)

4/26/22
(Date)
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EXHIBITS

Exhibit A

Financial Statements
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EXHIBIT A

Financial Statements
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Backyard Soda Co

Balance Sheet
As of December 31, 2021

TOTAL
ASSETS
Current Assets
Bank Accounts
Alpine Bank 1,077.74
Amazon 181.26
Bank of the West 3,064.89
Cash on Hand 103.00
Chase 0082 5,530.47
Paypal -470.13
Total Bank Accounts $9,487.23
Accounts Receivable
Accounts Receivable (A/R) 34,631.91
Total Accounts Receivable $34,631.91
Other Current Assets
Inventory Asset 25,085.49
Uncategorized Asset -1,178.82
Undeposited Funds 184.99
Total Other Current Assets $24,091.66
Total Current Assets $68,210.80
Fixed Assets
Furniture & Fixtures 0.00
Total Fixed Assets $0.00
Other Assets
Acc Amortization -8,712.00
Goodwill/Intangibles 65,337.23
Total Other Assets $56,625.23
TOTAL ASSETS $124,836.03

Accrual Basis Friday, April 28, 2022 12:14 PM GMT-05:00 113



TOTAL

LIABILITIES AND EQUITY
Liabilities
Current Liabilities
Accounts Payable
Accounts Payable (A/P)
Total Accounts Payable
Credit Cards
Credit Card- To reconcile
Jonathan Credit Card 6749
Leah Credit Card 0447
Leah Credit Card-new
Libby Credit Card 2946
Total Credit Card- To reconcile
Paypal Credit
Total Credit Cards
Other Current Liabilities
Alpine Bank- Line of Credit
Colorado Department of Revenue Payable
Colorado, Denver Payable
Direct Deposit Payable
Out Of Scope Agency Payable
Payroll Liabilities
CO Income Tax
CO Local Tax
CO Unemployment Tax
Federal Taxes (941/944)
Federal Unemployment (940)
Total Payroll Liabilities
PPP Loan
Sales Tax Payable
Schultz Loan
Total Other Current Liabilities
Total Current Liabilities
Long-Term Liabilities
Convertible Notes
Convertible Note- Canopy
Total Convertible Notes
Notes Payable- SchultzLoan
Total Long-Term Liabilities
Total Liabilities
Equity
Common Stock- Republic Crowd Fund
Crowd Funding

Accrual Basis Friday, Apnl 28, 2022 12:14 PM GMT-05:00

9,819.39
$9,819.39

21,479.71
11,689.19
12,447.67
-3,432.42
278.56
42,462.71
101.19

$42,563.90

71,372.26
554.27
2013
0.00

0.00

434.00
23.00
-478.41
1,062.64
390.70
1,431.93
22,048.00
-544.41
90,750.00
$185,632.18

$238,015.47

130,000.00
130,000.00
55,884.04
$185,884.04
$423,899.51

132,521.00
105,852.00
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TOTAL

Member Equity
Jonathan 33,252.56
Leah 33,252.56
Libby 14,996.25
Total Member Equity 81,501.37
Opening Balance Equity -39,3566.85
Retained Earnings -419,525.09
Net Income -160,055.91
Total Equity $-299,063.48
TOTAL LIABILITIES AND EQUITY $124,836.03
Accrual Basis Friday, April 28, 2022 12:14 PM GMT-05:00 313



Backyard Soda Co

Profit and Loss
January - December 2021

TOTAL
Income
Cancelled Order -53.96
Discounts given -4,600.03
Income 203,656.87
PayPal Sales 87.99
Total Income 203,744.86
Sales of Product Income 925.00
Shipping Income 3,770.51
Total Income $203,786.38
Cost of Goods Sold
Cost of Goods Sold 660.00
Inventory Shrinkage -180.00
Total Cost of Goods Sold $480.00
GROSS PROFIT $203,306.38
Expenses
Advertising & Marketing 58,518.20
Event Expense 61.59
PR Expenses 1,500.00
Printing Fees 1,496.13
Website Fees 1,542.74
Total Advertising & Marketing 63,118.66
Bank Fee 1,288.15
Broker Fees 15,000.00
Contract Work 14,427.00
Cost of Syrup Production
Co packing Costs 12,642.54
Ingredients 53,483.49
Lab Fees 2,230.00
Production Supplies & Materials 51,836.58
Total Cost of Syrup Production 120,192.61
Distributor Fee- Sample Invoice 1,407.32
Dry/Cold Storage 3,016.00
Dues & subscriptions 5,346.54
Amazon Fees 359.91
Total Dues & subscriptions 5,706.45
Event Fees 165.97
Faire Commision 241.50
Insurance 7,996.12
Interest Charge 6,856.22
Legal & Professional Fees 7,862.50
Merchant Fees 2,282.99
Accrual Basis Wednesday, April 27, 2022 11:13 AM GMT-06:00 112



TOTAL

Office Supplies 889.01
Shipping Supplies 3,827.37
Total Office Supplies 4,716.38
Qut Of State Sales Tax 575.96
PayPal Fees 268.81
Payroll Expenses 446.03
Payroll Fees 299.03
Taxes 4,128.04
Wages 41,306.67
Total Payroll Expenses 46,179.77
Postage and Delivery 18,325.86
Postage and Delivery-Freight 1,439.83
Total Postage and Delivery 19,765.69
Rent 30,000.00
Repairs & Maintenance 1,212.87
Retail Sales Tax 58.99
Services- Distributor Fees 6,179.80
Supplies & Materials 322.44
Taxes 396.99
Travel 11217
Truck Rental 1,088.18
Utilities 2,700.42
Vehicle Expense 114.48
Total Expenses $363,254.44
NET OPERATING INCOME $-159,948.06

Other Expenses
Ask my Accountant 107.85
Other Miscellaneous Expense 0.00
Total Other Expenses $107.85
NET OTHER INCOME $-107.85
NET INCOME $-160,055.91

Accrual Basis Wednesday, April 27, 2022 11:13 AM GMT-06:00 212



