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Limited Operating History 
 

1.​ The Company is an early stage company incorporated on August 15, 2016. Accordingly, 
the Company’s operations are subject to all the risks inherent in the establishment of a 
new business enterprise, including potential operating losses. Any investment in the 
Company must be considered in light of the risks, expenses and difficulties frequently 
encountered by companies in an early stage of development in new and rapidly evolving 
markets. These risks include the Company's substantial dependence on acceptance into 
a highly competitive marketplace surrounded by better funded and more established 
companies, our need to conduct product development, and our need to expand our 
sales and support organizations, respond to competition, manage changing operations, 
develop strategic relationships, control costs and expenses, maintain and enhance our 
brand, expand our product and service offerings, improve function and benefits, attract, 
integrate, retain and motivate qualified personnel, and rely upon acceptance and growth 
in our targeted markets. In addition to being subject to all of the risks associated with the 
creation of a new business, the Company will be subject to factors affecting business 
generally, such as general economic conditions, increasing government regulatory 
activity, scarcity of environmental resources, and competition. The Company believes 
that the estimates prepared by them as to capital, personnel, equipment and facilities 
required for their operations are reasonable, but until their operations have continued for 
a period of time, it will be impossible to determine the accuracy of such estimates. No 
assurance can be given as to the ultimate success of the Company. The likelihood of the 
success of the Company must be considered in light of the problems, expenses, 
difficulties, complications and delays frequently encountered in connection with the 
formation of a new business. 

 
2.​ Although a team of experienced entrepreneurs leads the company, none of them have 

ever been involved in bringing a retail food product to market. There is also limited proof 
of the business model—there is no certainty of the number or persistence of consumers 
interested in buying a resveratrol-infused coffee. 

 
3.​ We were incorporated in the State of Delaware in December 2016. In March 2017, we 

entered into a joint venture agreement with Green PolkaDot Box Incorporated (“GPDB”) 
to create Green Polka Dot Box LLC (“GPDB LLC”), with us owning 80% and GPDB 
owning 20% of the joint venture. GPDB contributed all the rights to its Health Merchant® 
program, which we will operate through GPDB LLC. The Health Merchant® program is a 
new business with no operating history. Since our formation, we have not generated any 
revenues. Accordingly, we have no history upon which an evaluation of can be made. 
Our lack of operating history makes it difficult for potential investors to evaluate our 
Health Merchant® business model, our plans to enable consumers to purchase 
non-GMO contaminated, affordable CLEAN food, our prospects, and our projections for 
future performance. 

 



 
Highly Competitive Market 
 

1.​ We face competition with respect to our key products that we seek to develop or 
commercialize in the future. Our competitors to our dating app include major social 
media companies worldwide, including Tinder, OkCupid, Coffee Meets Bagel and 
Bumble. Many of our competitors have significantly greater financial, technical and 
human resources and superior expertise in research and development and marketing 
dating apps and websites. These competitors may also in the future 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 products 
will achieve initial market acceptance and our ability to generate meaningful additional 
revenues from our products. 

 
2.​ The organic and natural food and products industry is highly competitive. We face 

competition from distributors of organic and natural products as well as specialty grocery 
and mass-market grocery distributors and retailers. Consumers have many choices in 
the club or membership retailer industry, including Costco, Walmart Sam’s Club, and 
BJ’s. We also compete with national, regional, and local retailers of organic, natural, 
gourmet and other specialty foods that focus on health-conscious consumers such as 
The Good Earth, Whole Foods, Sprouts, and Trader Joe’s. Other competitive forces 
include conventional retail grocery stores. These competitors have been in business 
longer, have substantially greater financial and other resources, and may be better 
established in their markets.  

 
We can provide no assurance that our current or potential competitors will not provide 
products or services comparable or superior to those provided by us or adapt more 
quickly than we do to evolving industry or market trends. Increased competition may 
result in price reductions, reduced gross margins and loss of market share, any of which 
would materially and adversely affect our business, prospects, financial condition or 
results of operations. We cannot assure investors that we will be able to compete 
effectively against current and future competitors. 
 

3.​ In order to respond to market changes, the Company’s management may from time to 
time make changes to the business of the Company. There are certain risks associated 
with such changes. As a strategic response to changes in the competitive environment, 
the Company may from time to time make certain pricing, service or marketing decisions 
or business combinations that could have a material adverse effect on the Company’s 
business, results of operations and financial condition. 

 



 
Raising Future Funds 
 

1.​ The Company might not sell enough securities in this offering to meet its operating 
needs and fulfill its plans, in which case the Company might need to reduce sales & 
marketing, engineering, or other expenses. Were recurring revenue to decrease, further 
cuts would be needed and hurt the Company’s ability to meet its goals. Even if the 
Company raises the entire round successfully, we may need to raise more capital in the 
future in order to continue. Even if we do make successful offering(s) in the future, the 
terms of that offering might result in your investment in the company being worth less 
because of the terms of future investment rounds. 

 
2.​ The Company will continue its research and development activities for its initial product 

and begin its production operations which require capital. There is no certainty that the 
initial financing will be sufficient to establish that the initial product line is viable, in which 
case additional development financing will be required. After successful development of 
the initial product, the Company expects that it will need at least $1.5 million in additional 
capital to grow and expand the business successfully, with additional inventory and 
distribution reach. If the Company is successful, the Company will certainly have to 
obtain further additional capital beyond the foregoing to expand inventory and 
distribution reach. As such, it is absolutely certain that the Company will need additional 
financing. The ability of the Company to secure future capital will depend on many 
factors, including continued progress in product success, the cost of manufacturing and 
production, market requirements, advertising costs and fluctuations in raw material 
prices. The Company does not know whether additional financing will be available when 
needed, or whether it can be obtained on terms favorable to the Company or its existing 
investors - particularly in light of current economic conditions, the availability of credit, 
and other sources of capital. The Company may raise any necessary funds through 
public or private equity offerings, debt financings or additional corporate collaboration 
and licensing arrangements. To the extent the Company raises additional capital by 
issuing equity securities, the Company’s members will experience dilution. If the 
Company raises funds through debt financings, they may become subject to restrictive 
covenants. To the extent that the Company raises additional funds through collaboration 
and product licensing arrangements, the Company may be required to relinquish some 
rights to the Company’s proprietary information or product trade secrets and protected 
intellectual property, or grant licenses on terms that are not favorable to the Company. If 
adequate funds are not available, the Company may be required to delay, scale-back or 
eliminate their research and development programs or obtain funds through collaborative 
partners or others that may require the Company to relinquish rights to certain of the 
Company’s potential product offerings that they would not otherwise relinquish. There 
can be no assurance that additional financing will be available on acceptable terms or at 
all, if and when required. 



3.​ We have minimal operating capital and, even if we raise $750,000 in this offering, for the 
foreseeable future we will be dependent upon our ability to finance our operations from 
the sale of additional equity or other financing alternatives. We have a history of 
accumulated deficits that may continue into the foreseeable future. Startups often 
depend on raising several rounds of additional capital until they’re profitable. There can 
be no assurance that we will be able to successfully raise operating capital. The failure 
to successfully raise operating capital could result in our bankruptcy or other event which 
would have a material adverse effect on us and our stockholders. We have no significant 
assets or financial resources, so the failure to raise sufficient operating capital could put 
your investment dollars at significant risk.  

Between September 21st, 2016 and December 9, 2016, we conducted an equity 
crowdfunding offering on StartEngine.com where we successfully raised $176,794.  

Prior to commencing the offering, from approximately August 1, 2015 to March 1, 2016, 
we had received indications from potential investors interested in investing in an offering 
of approximately $13,000,000 from 2,300 potential investors in two Test The Waters 
Campaigns while the company explored the possibility of raising proceeds under Title IV 
of the Jumpstart Our Business Startups Act (JOBS) of 2012. On this offering, there can 
be no assurance that potential investors who expressed interest in investing during our 
Test The Waters Campaigns will invest in this present offering on WeFunder. At this 
time we do not have plans to conduct an offering under Title IV of the JOBS Act. 

 
Founding/Managing Team 
 

1.​ As a startup organization, the company is still very dependent on its co-founders. If 
anything catastrophic were to happen to the company's founding team, the future of the 
company may be compromised. The Founder/ CEO Philip Klaparda works on several 
side projects apart from Kumba Health. CMO Leo Treyzon runs his own medical practice 
in addition to his responsibilities at Kumba Health. Jay Gross is also part-time. Each of 
these obligations may result in diminished time being committed to Kumba health and 
potentially impact company performance. 

 
2.​ Lynn Johnson, Director, President, Chief Executive Officer, Treasurer and Secretary of 

the Company, has substantial control over the Company. Lynn Johnson owns 200,000 
shares of common stock, which represents 50% of outstanding common stock. Allison 
Kenny (Co-Founder, Director, and wife of Lynn Johnson) owns 200,000 shares of 
common stock, which represents 50% of outstanding common stock.  

 
3.​ The Company’s founders may not be able to work on the venture full-time in the event of 

health, family, or other extenuating circumstances thus slowing the company’s progress 
and potential downturn. Adam Oxner currently has another job alongside working at the 
Company. He is expected to dedicate 100% of his work time to the Company starting in 



the coming months. His other work obligations may result in slower than possible 
product development in the meantime. 

 
4.​ Jennifer Eden, the Company’s co-founder and CEO, and Gabriela Alves, the Company’s 

co-founder and President, each currently own equivalent equity ownership in the 
Company, which collectively aggregates approximately 80% of the Company’s 
outstanding equity. The co-founders are currently the Company’s sole members of its 
Board of Directors, and therefore have significant control over the management of the 
Company and the direction of its policy and affairs. This concentrated control in the 
Company will limit Investors’ ability to influence Company matters. 

 
5.​ The Company’s future success depends on the continued services and performances of 

key management, consultants and advisors, and it currently does not carry key person 
life insurance. However, the Company plans to secure key person life insurance when 
such coverage is deemed financially prudent. Also, the Company’s future success may 
further depend on the Company’s ability to attract and retain additional key personnel 
and third party contractual relationships. If the Company is unable to attract and retain 
key personnel and third party contractors, this could adversely affect our business, 
financial condition, and operating results. 

 
Reliance on Third Party Platforms 
 

1.​ We will rely upon a private label beverage manufacturer to produce and further develop 
our energy and supplement shots and a third party fulfillment center to process and ship 
customer orders generated by our website and other portals. Our ability to grow our 
business and customer base will depend upon smoothly functioning relationships with 
our manufacturing and fulfillment partners and our ability to integrate their roles with our 
online marketing and customer service operations. If we are unable to smoothly integrate 
these third party operations into our business, or if we are unable to establish and 
maintain strong relationships with these key outside parties, our ability to successfully 
deliver quality products to our customer in a timely manner will be adversely affected, 
and our ability to achieve profitability will be severely impaired. 

 
2.​ The Company’s business model is dependent on third party mobile distribution partners 

including Google and Apple. Should an event cause them to remove us from the app 
store our ability to grow would be significantly impaired.The Company’s technology 
infrastructure is dependent on third party software services including: Amazon Web 
Services, Android SDK, iOS SDK, MongoDB, Wordpress, GitHub, Fabric Crashlytics. 
The Company’s internal communication depends on third party tools including: Trello, 
Slack, SendGrid, Google Apps. The Company is dependent on third party social media 
platforms to increase exposure and brand awareness including: Facebook, Twitter, 
Instagram, YouTube, Snapchat, Google Plus, LinkedIn. Costs of cloud infrastructure and 



other third party software services could increase at an unexpected rate and make 
operating the business become unsustainable. 

 
3.​ We rely on a third party brewery for the production and distribution of our beer. We 

currently rely on one brewery to produce and distribute our beer. If we are unable to 
maintain our relationship with this brewery, our business could be significantly harmed. 
Furthermore, if this brewery were to experience any problems in its business, particularly 
in connection with its ability to manufacture or ship products, our ability to produce and 
sell our beer could also be significantly harmed. For example, in 2013, our brewery 
experienced a fire, which limited its production and operations for several months while 
the damage was being repaired. We may not be able to find a suitable replacement 
brewery in time or at all if any problems were to arise with this brewery. 

 
4.​ The Company relies on Amazon Web Services for hosting and other third party 

technology vendors such as Stripe, Braintree, Google and Paypal for payments and 
financial services. Any interruption in the availability of these services could have 
material negative impact on our ability to deliver service to users, as well as the 
profitability of these operations. Interruptions could occur due to both Internet outages as 
well as policy changes or terms violations according to these third parties. The prospect 
of increased regulation and/or Internet censorship may create access challenges to our 
users and service offerings. Our long-term vision is to extract all third party hosting 
requirements in order to become independently sustainable. 

 
Intellectual Property 
 

●​ We rely on various intellectual property rights in order to operate our business. 
○​ Our intellectual property rights, including registered trademarks, may not be 

sufficiently broad or otherwise may not provide us a significant competitive 
advantage. In addition, the steps that we have taken to maintain and protect our 
intellectual property may not prevent it from being challenged, invalidated, 
circumvented or designed-around, particularly in countries where intellectual 
property rights are not highly developed or protected. In some circumstances, 
enforcement may not be available to us because an infringer has a dominant 
intellectual property position or for other business reasons. Any failure by the 
Company to obtain or maintain intellectual property rights that convey competitive 
advantage, adequately protect our intellectual property or detect or prevent 
circumvention or unauthorized use of such property, could adversely impact our 
competitive position and results of operations. We also rely on nondisclosure and 
noncompetition agreements with vendors, consultants and other parties to 
protect, in part, trade secrets and other proprietary rights. There can be no 
assurance that these agreements will adequately protect our trade secrets and 
other proprietary rights and will not be breached, that we will have adequate 
remedies for any breach, that others will not independently develop substantially 



equivalent proprietary information or that third parties will not otherwise gain 
access to our trade secrets or other proprietary rights. As we expand our 
business, protecting our intellectual property will become increasingly important. 
The protective steps we have taken may be inadequate to deter our competitors 
from using our proprietary information. In order to protect or enforce our 
intellectual property rights, we may be required to initiate litigation against third 
parties, such as infringement lawsuits. Also, these third parties may assert claims 
against us with or without provocation. These lawsuits could be expensive, take 
significant time and could divert management’s attention from other business 
concerns. The law relating to the scope and validity of claims in the technology 
field in which we operate is still evolving and, consequently, intellectual property 
positions in our industry are generally uncertain. We cannot assure you that we 
will prevail in any of these potential suits or that the damages or other remedies 
awarded, if any, would be commercially valuable.​
 

●​ We rely heavily on our technology and intellectual property, but we may be unable to 
adequately or cost-effectively protect or enforce our intellectual property rights, thereby 
weakening our competitive position and increasing operating costs. 

○​ To protect our rights in our products and technology, we rely on a combination of 
copyright and trademark laws, trade secrets, confidentiality agreements with 
employees and third parties, and protective contractual provisions. We also rely 
on laws pertaining to trademarks and domain names to protect the value of our 
corporate brands and reputation. Despite our efforts to protect our proprietary 
rights, unauthorized parties may copy aspects of our products or technology, 
obtain and use information, marks, or technology that we regard as proprietary, 
or otherwise violate or infringe our intellectual property rights. In addition, it is 
possible that others could independently develop substantially equivalent 
intellectual property. If we do not effectively protect our intellectual property, or if 
others independently develop substantially equivalent intellectual property, our 
competitive position could be weakened. Effectively policing the unauthorized 
use of our products and technology is time-consuming and costly, and the steps 
taken by us may not prevent misappropriation of our technology or other 
proprietary assets. The efforts we have taken to protect our proprietary rights 
may not be sufficient or effective, and unauthorized parties may copy aspects of 
our products, use similar marks or domain names, or obtain and use information, 
marks, or technology that we regard as proprietary. We may have to litigate to 
enforce our intellectual property rights, to protect our trade secrets, or to 
determine the validity and scope of others’ proprietary rights, which are 
sometimes not clear or may change. Litigation can be time consuming and 
expensive, and the outcome can be difficult to predict. 

 
●​ The Company could be negatively impacted if found to have infringed on intellectual 

property rights. 



○​ Technology companies, including many of the Company’s competitors, frequently 
enter into litigation based on allegations of violations of intellectual property 
rights. As the Company grows, the intellectual property rights claims against it will 
likely increase. The plaintiffs in these actions frequently seek injunctions and 
substantial damages. Regardless of the scope or validity of such intellectual 
property rights, or the merits of any claims by potential or actual litigants, the 
Company may have to engage in protracted litigation. If the Company is found to 
infringe one or more intellectual property rights, regardless of whether it can 
develop non-infringing technology, it may be required to pay substantial damages 
or royalties to a third-party, or it may be subject to a temporary or permanent 
injunction prohibiting the Company from marketing or selling certain products. In 
certain cases, the Company may consider the desirability of entering into 
licensing agreements to avoid the foregoing adverse scenarios, although no 
assurance can be given that such licenses can be obtained on acceptable terms 
or that litigation will not occur. These licenses may also significantly increase the 
Company’s operating expenses. Regardless of the merit of particular claims, 
litigation may be expensive, time-consuming, disruptive to the Company’s 
operations and distracting to management. In recognition of these 
considerations, the Company may enter into arrangements to settle litigation. If 
one or more legal matters were resolved against the Company’s consolidated 
financial statements for that reporting period could be materially adversely 
affected. Further, such an outcome could result in significant compensatory, 
punitive or trebled monetary damages, disgorgement of revenue or profits, 
remedial corporate measures or injunctive relief against the Company that could 
adversely affect its financial condition and results of operations. 

 
1. Our Intellectual Property and primary technological differentiator in the marketplace titled 
"The System and Method for Multilingual Networking and Communication" is currently in patent 
pending status. This innovative patent when and if approved could potentially put us in a 
position of strength within the marketplace, however as the patent is still in "pending" status, our 
best bet to protect ourselves is to simply grow the business. We intend to wisely utilize funding 
to achieve the objective of scaling the company as success and sustained growth is the best 
deterrent to competition. 
 
2. The Company holds no intellectual property on the content or features of software making it 
easier for a competitor to enter the market and capture market share. 
 
3. THE COMPANY MAY NOT BE ABLE TO SECURE AND ENFORCE ITS INTELLECTUAL 
PROPERTY RIGHTS. 
The Company’s ability to compete against other businesses selling similar products depends on 
its ability to secure and enforce trademark and other intellectual property rights. However, there 
is no guarantee that any trademark or other applications we have filed, or may in the future file 
will be approved, and even registrations that receive approval could subsequently be held 



invalid due to our conduct or challenges by third parties. Similarly, we could lose valuable trade 
secret rights if we fail to properly protect our confidential information. Even to the extent that our 
intellectual property rights are valid, enforcing those rights could involve costly legal processes 
that we may not be able to bring to a successful conclusion. 
 
THE COMPANY COULD BE HELD TO VIOLATE INTELLECTUAL PROPERTY RIGHTS OF 
THIRD PARTIES. 
Although the Company is not aware of any third party rights that are infringed by our existing or 
contemplated business activities, we have not performed any freedom to operate analyses 
(other than standard trademark searches related to the “Company” mark), and there is no 
guarantee that we will not be sued for infringement by third parties or that we will not need to 
modify our brand or products to avoid infringement. 
​
4. Intellectual property – although the company's recipes are closely held and guarded secrets, 
industrial espionage is a relevant risk, such as from illegal acts of potential competitors who 
might seek to gain access to the recipes, reverse engineer the ingredients or production 
methods, or bribe individuals in the supply chain to provide information, trade secrets, or 
intellectual property to the detriment of the company. 
 
5. The Company’s business plan entails using innovative packaging and e-commerce 
technology to make an already existing product available to consumers in a more convenient 
and affordable manner. The Company does not own the intellectual property related to the 
underlying product, nor does it have exclusive rights to resell that product. Should a competitor 
decide to resell the same product and replicate the Company’s packaging and/or e-commerce 
strategy, the Company may find it difficult to compete given its early-stage and limited capital. 
 
Natural Disasters 

1.​ Another unforeseeable failure is the real risk of natural disaster by earthquake. The 
facility in which Motze primarily operates was built in 1880, and will be undergoing a full 
retrofit in 18 months. A strong earthquake could make operations impossible. 

2.​ Magic Instruments - We have limited control over our suppliers, contract manufacturers, 
and logistics providers, including aspects of their specific manufacturing processes and 
their labor, environmental, or other practices, which subjects us to significant risks, 
including the following:  

a.​ exposure to natural catastrophes, political unrest, terrorism, labor disputes, and 
economic instability resulting in the disruption of trade from foreign countries in 
which our products are manufactured;  

 
Security/Privacy Breaches 

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



○​ We collect and store sensitive data, including intellectual property, our proprietary 
business information and that of our customers, vendors and business partners, 
and personally identifiable information of our customers and employees, in our 
data centers and on our networks. The secure processing, maintenance and 
transmission of this information is critical to our operations and business strategy. 
Like others in our industry, we continue to face advanced and persistent attacks 
on our information infrastructure where we manage and store various proprietary 
information and sensitive/confidential data relating to our operations. These 
attacks may include sophisticated malware (viruses, worms, and other malicious 
software programs) and phishing emails that attack our products or otherwise 
exploit any security vulnerabilities. Additionally, sophisticated software and 
applications that we produce or procure from third-parties may contain defects in 
design or manufacture, including “bugs” and other problems that could 
unexpectedly interfere with the operation of the information infrastructure. 
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 our 
networks and the information stored there could be accessed, publicly disclosed, 
lost or stolen. 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 regulatory penalties. In addition, any such access, 
disclosure or other loss of information could disrupt our operations and the 
products and services we provide to customers, damage our reputation, and 
cause a loss of confidence in our products and services, which could adversely 
affect our revenues and competitive position. 

 
2. Breaches of the Company's platform and systems may materially affect client adoption and 
subject the Company to significant negative reputational, legal or operational consequences. 
Minds user privacy has never been compromised to date due to a focus on encryption and 
security, but 100% security cannot be guaranteed. Cyber-crimes are becoming increasingly 
common and aggressive which brings parallel increase in risk. 
 
3. Increased IT security threats and more sophisticated cyber crime pose a potential risk to the 
security of our IT systems, networks, and services, as well as the confidentiality, availability, and 
integrity of our data. If the IT systems, networks, or service providers we rely upon fail to 
function properly, or if we suffer a loss or disclosure of business or other sensitive information, 
due to any number of causes, ranging from catastrophic events to power outages to security 
breaches, and our business continuity plans do not effectively address these failures on a timely 
basis, we may suffer interruptions in our ability to manage operations and reputational, 
competitive and/or business harm, which may adversely affect our business operations and/or 
financial condition. In addition, such events could result in unauthorized disclosure of material 
confidential information, and we may suffer financial and reputational damage because of lost or 
misappropriated confidential information belonging to us or to our partners, our employees, 



customers, suppliers or consumers. In any of these events, we could also be required to spend 
significant financial and other resources to remedy the damage caused by a security breach or 
to repair or replace networks and IT systems. The trend toward public notifications of such 
incidents could exacerbate the harm to our business operations or financial condition. 
 
 
Government Regulation/Oversight 
 

1.​ We may be subject to future governmental regulations. Aspects of our business and our 
products may be regulated at the local, state, and federal levels. Our products may be 
subject to state, local and Federal environmental laws and regulations, including those 
relating to the handling and storage of hazardous materials. We and our products may 
also be subject to significant governmental regulation relating to labor conditions, safety 
in the workplace, healthcare and other human resource issues. The nature and scope of 
future legislation, regulations and programs cannot be predicted. While we anticipate 
that we and our products will be in compliance with all applicable governmental 
regulations, there still may be risks that such laws and regulations may change with 
respect to present or future operations. Such additional costs would increase the cost of 
investments and operations and decrease the demand for products and services. We 
and our products will be ultimately responsible for compliance with such regulations and 
for obtaining and maintaining all required permits and licenses. Such compliance may be 
time consuming and costly, and such expenses may materially affect our future ability to 
break even or generate profits. 

 
2.​ If our products become subject new government regulation, our ability to profitably 

manufacture and market our energy shots may be severely impaired. Even as their 
popularity has grown, energy drinks have come under scrutiny for possibly serious 
health effects, including heart rhythm problems, increased blood pressure, and—in rare 
cases—cardiac arrest. We therefore face a risk that new regulations addressing the 
permissible caffeine content or other ingredients of our energy shots may be proposed or 
promulgated by the FDA or other entities. We may be unable to comply with any such 
new regulations on a cost-effective basis, or we may be unable to produce a desirable 
consumer product within the limitations imposed by any such new regulation. 

 
3.​ The conduct of the Company’s businesses, including the production, distribution, sale, 

advertising, marketing, labeling, safety, transportation and use of our products, are 
subject to various laws and regulations administered by federal, state and local 
governmental agencies in the United States, as well as potentially in the future, to laws 
and regulations administered by government entities and agencies outside the United 
States in markets in which we contemplate our products may be made, manufactured or 
sold, including in emerging and developing markets where legal and regulatory systems 
may be less developed. These laws and regulations and interpretations thereof may 
change, sometimes dramatically, as a result of political, economic or social events. Such 



changes may include changes in: drug and health laws; laws related to product labeling, 
advertising and marketing practices; laws regarding the import of materials used in our 
products; laws regarding the export of our products; laws and programs aimed at 
reducing materials present in our product; increased regulatory scrutiny of, and 
increased litigation involving, product claims and concerns regarding the effects on 
health of materials in, or attributes of, certain of our product; state consumer protection 
laws; taxation requirements, including taxes that would increase the cost of our products 
to consumers; competition laws; privacy laws; laws regulating the price we may charge 
for our products; laws regulating access to and use of water or utilities; and 
environmental laws, including laws relating to the regulation of water rights and 
treatment. New laws, regulations or governmental policy and their related interpretations, 
or changes in any of the foregoing, may alter the environment in which we do business 
and, therefore, may impact the Company’s results or increase our costs or liabilities to 
the point that the Company is no longer viable. 

 
4.​ Aspects of our business and our products will be regulated at the local, state, and 

federal levels. Our products may be subject to state, local and Federal environmental 
laws and regulations, including those relating to the handling and storage of hazardous 
materials. We and our products will also be subject to significant governmental 
regulation relating to labor conditions, safety in the workplace, healthcare and other 
human resource issues. The nature and scope of future legislation, regulations and 
programs cannot be predicted. While we anticipate that we and our products will be in 
compliance with all applicable governmental regulations, there still may be risks that 
such laws and regulations may change with respect to present or future operations. 
Such additional costs would increase the cost of investments and operations and 
decrease the demand for products and services. We and our products will be ultimately 
responsible for compliance with such regulations and for obtaining and maintaining all 
required permits and licenses. Such compliance may be time consuming and costly, and 
such expenses may materially affect our future ability to break even or generate profits. 

 
5.​ We are subject to governmental regulations affecting our business. The production and 

distribution of beer is a business that is highly regulated at the federal, state and local 
levels. Our operations may be subject to more restrictive regulations and increased 
taxation than are those of non-alcohol related businesses. For example, the distribution 
and sale of beer requires various federal, state and local licenses, permits and 
approvals. If one or more regulatory authorities determines that we have not complied 
with applicable licensing or permitting regulations or have not maintained approvals 
necessary for us to conduct our business within their jurisdiction, our business and 
results of operations could be materially adversely affected. Similarly, the loss or 
revocation of any existing licenses, permits or approvals, or the failure to timely obtain 
any additional licenses, permits or approvals when required, could have a material 
adverse effect on our ability to conduct our business. In addition, if any taxes or fees 



imposed on our business by applicable regulatory authorities are increased, our profit 
margins could be negatively affected. 

 
 
Operating Costs 
 

1.​ We are subject to income taxes as well as non-income based taxes, such as payroll, 
sales, use, value-added, net worth, property and goods and services taxes, in the US. 
Changes in employment laws or regulation could harm our performance. 

 
2.​ We intend to add new services on our website, such as offering video or listing local 

photographers who will accept in-person photo assignments. These or other new 
services could result in new costs of doing business. There could be new expenses 
associated with tackling new and different competition, meeting new infrastructure 
requirements and solving new legal and regulatory challenges. We can’t guarantee 
revenues earned from providing new services will cover potential expenses.   
Expanding our international presence is an important aspect of our plans for growth. 
With those efforts come potential costs and risks that could affect our business success. 
We do not have experience operating abroad and working with different languages, 
cultures, government regulations and legal systems. We may need to devote substantial 
time and resources to opening branch offices in foreign countries, learning to satisfy the 
preferences and needs of foreign markets, understanding and complying with local laws 
and regulations applicable to our business, protecting our intellectual property rights 
beyond the reach of U.S. protections, and navigating foreign tax laws that could be 
financially detrimental. We may not be able to meet our goals for international 
expansion. 

 
3.​ Any defects in the products we manufacture, whether caused by a design, 

manufacturing or component failure or error, may result in returns, claims, delayed 
shipments to customers or reduced or cancelled customer orders. If these defects occur, 
we will incur additional costs and if in large quantity or too frequent, we may sustain loss 
of business, loss of reputation and may incur liability. 

 
4.​ An increase in the cost of raw materials or energy could affect the Company’s 

profitability. Commodity and other price changes may result in unexpected increases in 
the cost of raw materials, glass bottles and other packaging materials used by the 
Company. The Company may also be adversely affected by shortages of raw materials 
or packaging materials. In addition, energy cost increases could result in higher 
transportation, freight and other operating costs. The Company may not be able to 
increase its prices to offset these increased costs without suffering reduced volume, 
sales and operating profit, and this could have an adverse effect on your investment. 

 
Scalability 



1.​ To increase revenues we must expand our photographer and photo-user pools. To 
accomplish this, we must increase our visibility in the marketplace. Potential customers 
and image creators must be aware we exist and be able to find us. We need to 
demonstrate how our website can be useful to them. That could require us to devote 
more resources to marketing efforts, including advertising and other expenses, to build 
public awareness of our brand. Even with an enhanced marketing effort, there is no 
guarantee that we will be able to increase the number of new visitors to our website and 
in turn, convert them into contributing photographers or paying customers. Any number 
of conditions could affect the success of our marketing efforts, including a poorly 
executed campaign, the failure to expand our photo library to keep customers coming 
back for more, or an inability to keep up with new technologies, which could have a 
negative impact on user experience with our website and adversely affect our results of 
operations and future growth. 

 
2.​ The Company’s potential partner ecosystem (US Masters Swimming, USA Swimming, 

USA Triathlon) is small with only a few opportunities for potential partnership, thus 
increasing the risk of a competitor capturing those opportunities and leaving the 
Company with limited options. The addressable market size of 26.3 million swimmers 
may not provide a large enough paying pool to create a viable long-term business. 

 
3.​ As we grow our customer base and scale to thousands of users, our website’s 

infrastructure as it relates to storage space, bandwidth, processing ability, speed and 
other factors may begin to deteriorate or fail completely. This may result in deteriorating 
user experience, system failures or system outages for continued periods of time. If we 
are unable to resolve any technical glitch, our business and financial conditions could 
suffer. 

 
4.​ Inability to Scale Essay Buying: The Company’s future growth projections depend on 

increasing the size of our essay examples database to millions of examples. Although 
we have multiple channels to acquire this content, there is a risk that these channels 
become exhausted or the cost to acquire essays as we scale increases. Inability to 
Scale Manual Processes: The Company’s ability to be competitive with its essay 
examples database relies on a number of manual processes that occur once the essays 
are acquired. Quickly scaling our essay acquisition means we would also be quickly 
scaling these manual processes which could present challenges. That being said, we 
have spent the last three months implementing a backend system that should allow us 
to scale these manual processes appropriately. 

 
 
Accuracy of Business Projections 
 

1.​ The Company’s revenue model may be impaired or change. The Company’s success 
depends mainly on its ability to receive revenue as earnings from the Company’s 



software as a Service platform. The company may generate but retain some or all of the 
earnings for growth and development of its business and accordingly, not make 
distributions to the shareholders. If the Company does not generate revenue, its 
business, financial condition, and operating results will be materially adversely affected. 

 
2.​ The Company has made certain assumptions about the chat marketplace in order to 

create financial projections for the business. There is risk associated with the accuracy 
of these projections due to continuous changes in technology, new feature introductions 
by competitors, changes in user preferences and shifts in user demographics. In order to 
mitigate this risk, the Company has taken great care to ensure the reliability and source 
quality of key assumptions used in the business plan. The company diligently researches 
publicly-available information and initiatives of competitors. changes in the marketplace 
and changes in user preferences. We pride ourselves on being innovative and ahead of 
the curve whenever possible. 

 
3.​ We may provide certain projected results of operations to prospective investors in 

connection with this offering. Projections are hypothetical and based upon present 
factors thought by management to influence our operations. Projections do not, and 
cannot, take into account such factors as market fluctuations, unforeseeable events such 
as natural disasters, the terms and conditions of any possible financing, and other 
possible occurrences that are beyond our ability to control or even to predict. While 
management believes that the projections reflect the possible outcome of our operation 
and performance, results depicted in the projections cannot be guaranteed. 

 
4.​ In terms of revenue, it could be that our financial projections are not accurate or that it 

takes longer (if at all) to meet projections. If this is the case, our investors may 
experience a lengthy period on their rate of return or lack of return that is well below that 
of other investment opportunities. We are a start-up company with historical revenues to 
date. It is important to note, that while repayment dates are structured as quarterly, the 
repayment amount is not necessarily a fixed amortization schedule. Rather, the 
repayment is structured as 10% gross revenue until 1.5x is repaid. 

 
5.​ Our quarterly gross margins also may be impacted by a number of different factors, 

including the mix of product revenues and the cost fluctuation of various product 
ingredients. Because our lack of operating history and the rapidly evolving nature of our 
industry make forecasting quarterly operating results difficult, we base our expenses in 
large part on our operating plans and future revenue projections. Most of our expenses 
are fixed in the short term, and it may be difficult to quickly reduce spending if revenues 
are lower than projected. Therefore, any significant shortfall in revenues would likely 
have an immediate and negative impact on our business, operating results, and financial 
condition. 

 
Return to Investors 



1.​ We do not plan to pay dividends to its shareholders in the near future and there is no 
guarantee it will ever receive any profit from its operations so as to be able to declare 
and pay dividends to its shareholders. 

 

2.​ The Company currently intends to retain any future earnings and does not expect to 
make any distributions in the foreseeable future. The Securities provide for no 
repayment of principal or interest amounts until the Maturity Date (as defined in the 
Purchase Agreement). Investors who anticipate the need for distributions from their 
investment in the Company should not purchase the Securities offered hereby. 

The Company is a mission driven business that is focused on providing a product that is 
both safe and environmentally-friendly. As a result, the Company may make decisions 
based on considerations other than strictly maximizing short-term profit and may initially 
result in high product costs. Additionally, the Company is committed to donating up to 
8% of its net profit to non-profits. These decisions will likely reduce the amount of 
revenue available to the Company to operate and grow, and ultimately to return to 
investors, which may further increase the riskiness of the investment and potential loss 
of any investment. 

3. The company currently has more liabilities than assets so investors are unlikely to be 
returned any capital should the company close down. 

4. The Company may never elect to convert the Securities or undergo a liquidity event. 
○​ The Company may never receive a future equity financing or elect to convert the 

Securities upon such future financing. In addition, the Company may never 
undergo a liquidity event such as a sale of the Company or an IPO. If neither the 
conversion of the Securities nor a liquidity event occurs, the Purchasers could be 
left holding the Securities in perpetuity. The Securities have numerous transfer 
restrictions and will likely be highly illiquid, with no secondary market on which to 
sell them. The Securities are not equity interests, have no ownership rights, have 
no rights to the Company’s assets or profits and have no voting rights or ability to 
direct the Company or its actions. 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 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. THE SECURITIES OFFERED INVOLVE A HIGH DEGREE OF 
RISK AND MAY RESULT IN THE LOSS OF YOUR ENTIRE INVESTMENT. ANY 
PERSON CONSIDERING THE PURCHASE OF THESE SECURITIES SHOULD 
BE AWARE OF THESE AND OTHER FACTORS SET FORTH IN THIS FORM C 
AND SHOULD CONSULT WITH HIS OR HER LEGAL, TAX AND FINANCIAL 
ADVISORS PRIOR TO MAKING AN INVESTMENT IN THE SECURITIES. THE 



SECURITIES SHOULD ONLY BE PURCHASED BY PERSONS WHO CAN 
AFFORD TO LOSE ALL OF THEIR INVESTMENT. 

 
Economic/Demand Volatility 
 

1.​ The Company, being based on a remote island, will require a wide range of imported raw 
materials to produce and package our products. Raw commodities are subject to 
significant price increases resulting from a number of possible factors. While the 
common and increasing concern of water risk (fresh water supplies being pinched by 
increasing demand) is not an issue for our company, certain materials such as bottles, 
aluminum for cans, and flavor compounds not made on island may, at times, be difficult 
to source. Related—Oil and gas prices can significantly impact the costs associated with 
packaging and shipping, especially being an island-based company. 

 
2.​ The United States and international economies have experienced a period of slowing 

economic growth. A sustained economic recovery is uncertain. In particular, terrorist acts 
and similar events, continued turmoil in the Middle East or war in general could 
contribute to a slowdown of the demand for energy systems in residential and 
commercial buildings. In addition, increases in interest rates may increase financing 
costs to customers, which in turn may decrease demand for such products. If the 
economic recovery is delayed as a result of the recent economic, political and social 
turmoil, or if there are further terrorist attacks in the United States or elsewhere, we may 
experience decreases in the demand for our products, which may harm our operating 
results. 

3.​ The Company, like many comparable full service restaurants, may make capital 
expenditures in such areas as research and development, and future project 
development. Therefore, management of working capital, strategic planning of capital 
expenditures and the company's debt position are all of major importance. Various risks 
are associated with interest rates and financing—these risks must to be managed well to 
ensure profitability. Motze understands that the company must invest in growth while 
working to avoid taking on excessive debt levels, especially at high interest rate levels. 

 
4.​ We operate in competitive markets and our future success will be largely dependent on 

our ability to provide quality products and services at competitive prices. The organic and 
natural products market is intensely competitive and sensitive to national and regional 
economic conditions. Demand for the products that we distribute may be adversely 
affected by consumer spending, which may be adversely impacted by economic 
conditions such as consumer confidence in future economic and business conditions, 
interest and tax rates, employment levels, salary and wage levels and weather patterns 
affecting food production. Although purchasing food is a necessity, a decrease in 
consumer spending in the non-GMO contaminated, CLEAN food space could cause our 
sales to decrease, which could have a material adverse effect on our financial condition 
and results of operations. 



 
5.​ We are a consumer products company that operates in the highly competitive consumer 

health products industry. Our success depends on our ability to anticipate and respond 
to shifts in consumer trends, including increased demand for products that meet the 
needs of consumers who are increasingly concerned with health and wellness, our 
product quality, our ability to develop products that are responsive to consumer 
preferences and our ability to respond to product and pricing pressures. Consumer 
preferences may shift due to a variety of factors, including the aging of the general 
population, consumer concerns regarding the health effects of certain materials. There is 
no guarantee that the Company’s products will successfully anticipate future consumer 
preferences or be able to adapt to changing consumer preferences. 

 
Litigation Against Company 
 

1.​ The Company will be subject to state “dram shop” laws, which generally allow a person 
to sue the Company if that person was injured by an intoxicated person who was 
wrongfully served alcoholic beverages at the Company’s establishment. 

  
2.​ Due to the volume and sensitivity of the personal information and data we manage and 

the nature of our products, the security features of our platform and information systems 
are critical. If our security measures, some of which are managed by third parties, are 
breached or fail, unauthorized persons may be able to obtain access to sensitive user 
data. If we or our third-party service providers, business partners, or third-party apps with 
which our users choose to share their Magic Instruments data were to experience a 
breach of systems compromising our users’ sensitive data, our brand and reputation 
could be adversely affected, use of our products and services could decrease, and we 
could be exposed to a risk of loss, litigation, and regulatory proceedings. Depending on 
the nature of the information compromised, in the event of a data breach or other 
unauthorized access to our user data, we may also have obligations to notify users 
about the incident and we may need to provide some form of remedy, such as a 
subscription to a credit monitoring service, for the individuals affected by the incident. A 
growing number of legislative and regulatory bodies have adopted consumer notification 
requirements in the event of unauthorized access to or acquisition of certain types of 
personal data. 

3.​ We make a significant effort to protect our intellectual property rights including our trade 
secrets, trademarks, copyright and those rights pertaining to our online marketplace and 
search algorithms. Even with our efforts to protect our rights, there is a possibility that 
parties lacking authorization will attempt to copy our intellectual property and use our 
trade secrets. If that should happen, our business could be harmed. In addition, we may 
be forced into litigation, which often is expensive and time-consuming, to protect our 
trade-secret rights. The outcome of such litigation could have a negative impact on our 
competitive position. We also may need to protect our intellectual property rights in 



proceedings before governmental administrative bodies both in the U.S. and abroad. 
Keeping watch over those rights may become more difficult and costly as we expand 
into new countries, especially those lacking strong laws protecting intellectual property. 
Our efforts to protect our property rights could be a drain on our resources and affect 
our business bottom line. We also may fail to obtain or maintain trade secret protection, 
and as a result, our competitors could acquire our trade secrets or independently 
develop unpatented technology similar to ours or competing technologies, which could 
adversely affect our competitive business position. 

 
4.​ We are currently involved in litigation. We have filed a complaint against an individual 

Defendant for defamation, trade libel, and violation of Business and Professional Code 
Section 17200. We may be subject to legal proceedings and regulatory actions in the 
ordinary course of business. The results of such proceedings cannot be predicted with 
certainty, however, these legal proceedings may have a material adverse effect on our 
business, financial condition, or results of operations. 

 
5.​ Class action or other litigation relating to alcohol abuse or the misuse of alcohol could 

adversely affect our business. 

Companies in the beverage alcohol industry are, from time to time, exposed to class 
action or other litigation relating to alcohol advertising, product liability, alcohol abuse 
problems or health consequences from the misuse of alcohol. It is also possible that 
governments could assert that the use of alcohol has significantly increased 
government funded health care costs. Litigation or assertions of this type have 
adversely affected companies in the tobacco industry, and it is possible that we, as well 
as our suppliers, could be named in litigation of this type. 

Also, lawsuits have been brought in a number of states alleging that beverage alcohol 
manufacturers and marketers have improperly targeted underage consumers in their 
advertising. Plaintiffs in these cases allege that the defendants’ advertisements, 
marketing and promotions violate the consumer protection or deceptive trade practices 
statutes in each of these states and seek repayment of the family funds expended by 
the underage consumers. While we have not been named in these lawsuits, we could 
be named in similar lawsuits in the future. Any class action or other litigation asserted 
against us could be expensive and time-consuming to defend against, depleting our 
cash and diverting our personnel resources and, if the plaintiffs in such actions were to 
prevail, our business could be harmed significantly. 

 
Rapid Innovation/Technology Adoption 

1.​ Our success is also dependent on our product innovation, including maintaining a robust 
pipeline of new products, and the effectiveness of our product packaging, advertising 
campaigns and marketing programs, including our ability to successfully adapt to a 
rapidly changing media environment, such as through use of social media and online 



advertising campaigns and marketing programs. There can be no assurance as to our 
ability to develop and launch successful products or to effectively execute advertising 
campaigns and marketing programs that resonate with and appeal to consumers. Both 
the launch of new products and advertising campaigns are inherently uncertain, 
especially as to their appeal to consumers. Our failure to make the right strategic 
investments to drive innovation or successfully launch our products or variants of 
established products could decrease demand for our products by negatively affecting 
consumer perception, as well as result in inventory write-offs and other costs. 

 

2.​ We may need to acquire or develop new products, evolve existing ones, address any 
defects or errors, and adapt to changes in technology. 

a.​ Technical developments, client requirements, programming languages, and 
industry standards change frequently in our markets. As a result, success in 
current markets and new markets will depend upon our ability to enhance current 
products, address any product defects or errors, acquire or develop and 
introduce new products that meet client needs, keep pace with technology 
changes, respond to competitive products, and achieve market acceptance. 
Product development requires substantial investments for research, refinement, 
and testing. We may not have sufficient resources to make necessary product 
development investments. We may experience technical or other difficulties that 
will delay or prevent the successful development, introduction, or implementation 
of new or enhanced products. We may also experience technical or other 
difficulties in the integration of acquired technologies into our existing platform 
and applications. Inability to introduce or implement new or enhanced products in 
a timely manner could result in loss of market share if competitors are able to 
provide solutions to meet customer needs before we do, give rise to 
unanticipated expenses related to further development or modification of 
acquired technologies as a result of integration issues, and adversely affect 
future performance.​
 

We may need to rapidly and successfully develop and introduce new features to our 
products in a competitive, demanding and rapidly changing environment. 

b.​ To succeed in our intensely competitive industry, we must continually improve, 
refresh and expand our product and service offerings to include newer features, 
functionality or solutions, and keep pace with price-to-performance gains in the 
industry. Shortened product life cycles due to customer demands and competitive 
pressures impact the pace at which we must introduce and implement new 
technology. This requires a high level of innovation by both our software 
developers and the suppliers of the third-party software components included in 
our systems. In addition, bringing new solutions to the market entails a costly and 
lengthy process, and requires us to accurately anticipate customer needs and 
technology trends. We must continue to respond to market demands, develop 



leading technologies and maintain leadership in analytic data solutions 
performance and scalability, or our business operations may be adversely 
affected. We must also anticipate and respond to customer demands regarding 
the compatibility of our current and prior offerings. These demands could hinder 
the pace of introducing and implementing new technology. Our future results may 
be affected if our products cannot effectively interface and perform well with 
software products of other companies and with our customers’ existing IT 
infrastructures, or if we are unsuccessful in our efforts to enter into agreements 
allowing integration of third-party technology with our database and software 
platforms. Our efforts to develop the interoperability of our products may require 
significant investments of capital and employee resources. In addition, many of 
our principal products are used with products offered by third parties and, in the 
future, some vendors of non-Company products may become less willing to 
provide us with access to their products, technical information and marketing and 
sales support. As a result of these and other factors, our ability to introduce new 
or improved solutions could be adversely impacted and our business would be 
negatively affected. 

 
If we do not respond to technological changes or upgrade our websites and technology 
systems, our growth prospects and results of operations could be adversely affected. 

c.​ To remain competitive, we must continue to enhance and improve the 
functionality and features of our websites and technology infrastructure. As a 
result, we will need to continue to improve and expand our hosting and network 
infrastructure and related software capabilities. These improvements may require 
greater levels of spending than we have experienced in the past. Without such 
improvements, our operations might suffer from unanticipated system 
disruptions, slow application performance or unreliable service levels, any of 
which could negatively affect our reputation and ability to attract and retain 
customers and contributors. Furthermore, in order to continue to attract and 
retain new customers, we are likely to incur expenses in connection with 
continuously updating and improving our user interface and experience. We may 
face significant delays in introducing new services, products and enhancements. 
If competitors introduce new products and services using new technologies or if 
new industry standards and practices emerge, our existing websites and our 
proprietary technology and systems may become obsolete or less competitive, 
and our business may be harmed. In addition, the expansion and improvement of 
our systems and infrastructure may require us to commit substantial financial, 
operational and technical resources, with no assurance that our business will 
improve.​
 

 
Contractors/Employees 
 



1.​ The founders will transition from political grassroots marketing to managing, operating 
and leading a business. The strategy to mitigate this risk is to engage an appropriate 
group of successful and experienced advisors to assist the founders during the launch of 
Texas Beer Company (the “Company”). This will require experienced brewmasters, 
successful business executives, legal experts and marketing/branding specialists. We 
could experience difficulty in retaining management staff. The costs of hiring and training 
new employees may also prove a burden to the Company. Though all staff will be 
required to sign nondisclosure and noncompete agreements, terminated employees 
could still steal trade secrets and the resulting legal fees could be substantial. 

 
2.​ If any of our managers were to join or start a new, competing business, we could lose 

customers and photographers. There could be costs involved in recruiting and retaining 
replacement personnel. We do not hold “key person” life insurance. We may not be able 
to attract additional employees we might need in the future in order to effectively manage 
and grow our company, which would affect our success. 

 
3.​ The success of the Company will depend on its ability to compete for and retain 

additional qualified key personnel to enhance the growth. The Company's business 
would be adversely affected if it were unable to recruit qualified personnel when 
necessary or if it were to lose the services of certain key personnel and it were unable to 
locate suitable replacements in a timely manner. Finding and hiring such replacements, if 
any, could be costly and might require the Company to grant significant equity awards or 
incentive compensation, which could have a material adverse effect on the Company’s 
financial results and on your investment. The loss, through untimely death, unwillingness 
to continue or otherwise, of any such persons could have a materially adverse effect on 
the Company and its business. 

 
4.​ The first Asanda Air locations have been established in airports which are known to have 

particular challenges in terms of recruiting and retaining employees who must undergo 
extensive background checks during an application process that can take weeks or even 
months. Agencies that regulate spas could challenge the company’s plans for using 
employees who do not have the forms of licenses that are usually required with other 
traditional spa services. 

 
5.​ The Company’s current business outlook relies on its gardeners being independent 

contractors rather than employees of the Company. Given recent attention given to 'gig 
economy' companies that use large groups of independent contractors and increasing 
debate about the legality of this practice, Bushel may be required in the future to treat 
gardeners as employees. This change may negatively impact Bushel's pricing and 
resulting margins or demand for its services. 

 
Pre-existing Debt/Obligations 
 



1.​ We have lent significant amounts to related parties. We have made loans and advances 
to related parties that currently amount to $48,749 as of December 31, 2015. We are not 
prohibited from making further advances, and if those sums are not repaid, our cash flow 
and financial position could be harmed.  

a.​ We owe money under a line of credit. As of December 31, 2016, we owed a total 
of $29,655 under a line of credit with an interest rate of 11.750%. Although the 
company’s assets do not secure the line of credit, the line of credit exceeds the 
amount that is currently owed. We are not prohibited from drawing more money 
up to our maximum amount of $52,500, and therefore, if we increase our debt 
amount, our financial position could be harmed. 

2.​ Our ability to continue to operate depends on our maintenance of tax-exempt status 
under Section 501(c)(3) of the Internal Revenue Code. Loss of this status would have a 
significant negative impact on our operations. It is possible that the IRS could determine 
that our activities no longer meet the requirements for continued tax-exempt status. This 
would have a material adverse effect on our ability to meet our obligations under the 
Notes. 

 
3.​ The Company is a mission driven business that is focused on providing a product that is 

both safe and environmentally-friendly. As a result, the Company may make decisions 
based on considerations other than strictly maximizing short-term profit and may initially 
result in high product costs. Additionally, the Company is committed to donating up to 
8% of its net profit to non-profits. These decisions will likely reduce the amount of 
revenue available to the Company to operate and grow, and ultimately to return to 
investors, which may further increase the riskiness of the investment and potential loss 
of any investment. 

 
 
Company Brand 
 

1.​ Our media team will be made up of thousands of independent contracted photographers, 
videographers, and writers. Even though they are not employees, they still represent our 
brand. One of them acting ill responsibly, unprofessionally, or illegally has the potential 
for significant mindshare loss, client loss, or media team member losses. 

2.​ If our security measures, some of which are managed by third parties, are breached or 
fail, unauthorized persons may be able to obtain access to sensitive user data. If we or 
our third-party service providers, business partners, or third-party apps with which our 
users choose to share their Magic Instruments data were to experience a breach of 
systems compromising our users’ sensitive data, our brand and reputation could be 
adversely affected. We will sell our products through retailers and distributors and 
depend on these third-parties to sell and market our products to consumers. Any 
changes to our current mix of retailers and distributors could adversely affect our gross 
margin and could negatively affect both our brand image and our reputation. Our sales 



depend, in part, on retailers adequately displaying our products, including providing 
attractive space and point of purchase, or POP, displays in their stores, and training their 
sales personnel to sell our products.  

3.​ We have registered the name “Snapwire” as a trademark in the United States. Even so, 
our competitors could choose to use our names or purchase rights to names similar to 
ours as Internet search terms, which could cause confusion for the public and interfere 
with our efforts to build our brand. There also is the possibility that owners of other 
trademarks with elements similar to our name could make infringement claims against 
us, which could harm our reputation and affect our business. We own the www.snapwi.re 
Internet domain name and various other related domain names. However, domain 
regulatory bodies could change their policies and rules in ways that will have an impact 
on the effectiveness of our brand-identifying domain name in the United States or in 
other countries where we conduct business now or in the future and that could affect the 
success of our business. 

 
4.​ The great majority of our assets will be committed to developing and marketing a line of 

products in a single industry under a single brand. Accordingly, because we have few 
other assets or product lines that could spread the risk of investment, our profitability will 
depend on the success of our sales of products under our brand name and related 
product names. We may, at any time, elect to discontinue use of the Chareau brand 
name or change our products, services, or concepts.  
We have a name and logo that are not well known. 
 
Our ability to sell our products depends on the ready acceptance by the consuming 
public of a trade/brand name and logo and names and logos of its new products. 
Competitors have developed well-known trade/brand names and logos that have, and 
may continue to have, superior recognition in the relevant marketplace. There can be no 
assurance that our products will be well received by the consuming public and relevant 
markets. 
 

5. The success of our brands depends upon the positive image that consumers have of them. 
Counterfeit or confusingly similar products could harm the image and integrity of, or decrease 
customer support for, our brands and decrease our sales. Contamination, whether arising 
accidentally or through deliberate third-party action, or other events that harm the integrity or 
consumer support for our brands, could affect the demand for our products. Contaminants in 
raw materials purchased from third parties and used in the production of our products or defects 
in the distillation, fermentation or bottling processes could lead to low beverage quality as well 
as illness among, or injury to, consumers of our products and could result in reduced sales of 
the affected brand or all of our brands. We may also be required to recall products in the event 
of contamination or damage. Also, to the extent that third parties sell products that are either 
counterfeit versions of our brands or brands that look like our brands, consumers of our brands 
could confuse our products with products that they consider inferior. This could cause them to 
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refrain from purchasing our brands in the future and in turn could impair our brand equity and 
adversely affect our sales and operations. 

 

Unfavorable media related to our industry, company, brands, marketing, personnel, operations, 
business performance, or prospects could negatively affect our corporate reputation, stock 
price, ability to attract high quality talent, and/or the performance of our business, regardless of 
its accuracy or inaccuracy. Adverse publicity or negative commentary on social media outlets 
could cause consumers to avoid our brands and/or choose brands offered by our competitors, 
which could negatively affect our financial results. 
 
Company Discretion to Spend Investments 
 

1.​ The company intends to use a significant portion of the proceeds from the offering for 
unspecified working capital. The offering proceeds will be used by the Company in the 
ways management deems most effective towards the Company’s goals. This means that 
although we definitely have plans for the proceeds (focused on sales, marketing, and 
product development) the Company will have ultimate discretion to use the proceeds as 
it sees fit and the Company has chosen not to limit the Company’s use of the funds to 
specific uses that investors could evaluate. Such portion of the proceeds from this 
offering will be used for the purpose that the company’s management deems to be in its 
best interest in order to address changed circumstances or opportunities. As a result of 
the foregoing, the Company’s success will be substantially dependent upon its discretion 
and judgement with respect to application and allocation of such portion of the proceeds 
of this Offering. The company may choose to use the proceeds in the manner that the 
investors do not agree with and investor may have no recourse. A use of proceeds that 
does not further the Company’s business and goals could harm the Company and its 
operations, and ultimately cause an investor to lose all or portion of his or her 
investment. 

 
2.​ We have broad Discretion in the Use of the Net Proceeds From This Offering, and We 

May Fail to Use These Proceeds Effectively.The net proceeds from this offering will be 
used for payment of various outstanding payment obligations and other operating 
expenses of the Company, and thereafter for working capital and for other general 
corporate purposes. Our management will have broad discretion in the application of the 
net proceeds from this offering and could spend the proceeds in ways that do not 
necessarily improve our results of operations or enhance the value of your investment. 
The failure of our management. to apply these funds effectively could result in financial 
losses. 

 
3.​ The Company’s management, subject to the supervisory powers of the Board of 

Directors, has absolute discretion to spend the proceeds of this offering for any general 
corporate purpose, including but not limited to providing a salary to corporate officers 



and the repayment of certain authorized shareholder loans to the Company. The 
Company’s management is committed to the long-term growth of the business and, thus, 
cannot assure you that the proceeds will yield any return in the short or immediate term, 
if at all. 

 
Conflicts of Interest 

1.​ The Company will be subject to various potential conflicts of interest. Under certain 
circumstances, the Officers may make investments separate and apart from, or 
alongside, the Company. As provided in the Company’s Stockholder’s Agreement, the 
Officers will be permitted to manage other companies during the term of the Company’s 
business life, any of which may conflict with the Company for investment opportunities, 
management time and attention, or otherwise. Provisions contained in the Company’s 
Stockholder’s Agreement that authorize the Officers to engage in investment, 
management or other activities outside, or alongside the Company, or to cause the 
Company to make investments in respect of which the Officers have conflicting interests, 
will override common law and statutory fiduciary duties that would apply in the absence 
of such provisions. The Company’s Stockholder’s Agreement contains certain 
protections for Stockholders against conflicts of interest faced by the Officers, but does 
not purport to address all types of conflicts that may arise. Moreover, as a practical 
matter, it may be difficult for Stockholders to subject the behavior of the Officers to close 
scrutiny. During the term of the life of the Company, many different types of conflicts of 
interest may arise, and this document does not purport to identify all such conflicts. 
Stockholders ultimately will be heavily dependent upon the good faith of the Officers and 
the Board of Directors. 

 

2.​ Conflicts of interest may result due to affiliates of management providing services to the 
Company. The management and persons and entities affiliated with the management 
may be appointed or utilized to provide services for investments in which the Company 
invests. Therefore, the selection of investments may be influenced by the ability of the 
management and its affiliates to provide other services. Moreover, the management and 
its affiliates may profit from investments even where the Company loses all or a portion 
of its investment. 

 
Transfer of Shares 
 

1.​ Investors that purchase Shares in this Offering will be required to become bound by our 
Shareholders’ Agreement. A copy of the Shareholders’ Agreement is available upon 
request from the Company. The Shares may be transferred only if certain legal 
requirements as well as requirements imposed by our Shareholders’ Agreement are 
satisfied and only with our consent. The Shareholders’ Agreement imposes certain 
requirements and restrictions on the ability of a shareholder to sell or transfer the 



Shares. Among other requirements, in most circumstances, the shareholder must first 
offer the Shares to the Company and then the other shareholders before the shareholder 
may transfer the Shares to a third party. Certificates representing the Shares will also 
bear a legend indicating that the Shares are subject to the restrictions on transfer 
imposed by the Shareholders’ Agreement. 

 
2.​ Liquid Investment. The Stock is subject to significant restrictions on transfer. Prospective 

investors in the Company will be required to represent that they have acquired their 
Stock for investment purposes only and not with a view to or for sale in connection with 
any distribution of such Stock. The Stock has not been registered under the Securities 
Act and, therefore, is subject to restrictions on transfer under the Securities Act. In 
addition, the Stock will be subject to these restrictions including restrictions on transfer, 
rights of first refusal and other provisions set forth in the Company’s Stockholder’s 
Agreement. 

 
3.​ The SAFE (Simple Agreement for Future Equity) will not be freely tradable until one year 

from the initial purchase date. 
a.​ Although the SAFE may be tradeable under federal securities law, state 

securities regulations may apply and each Purchaser should consult with his or 
her attorney. You should be aware of the long-term nature of this investment. 
There is not now and likely will not be a public market for the SAFE (Simple 
Agreement for Future Equity). Because the SAFE has not been registered under 
the Securities Act or under the securities laws of any state or non-United States 
jurisdiction, the SAFE has transfer restrictions and cannot be resold in the United 
States except pursuant to Rule 501 of Regulation CF. It is not currently 
contemplated that registration under the Securities Act or other securities laws 
will be affected. Limitations on the transfer of the SAFE may also adversely affect 
the price that you might be able to obtain for the SAFE in a private sale. 
Purchasers should be aware of the long-term nature of their investment in the 
Company. Each Purchaser in this Offering will be required to represent that it is 
purchasing the Securities for its own account, for investment purposes and not 
with a view to resale or distribution thereof.​
 

4.​ There is currently no, and there may never be any, secondary market trading in the 
Preferred Stock, and investors’ ability to sell their shares are further limited by transfer 
restrictions under applicable securities laws and the terms of the agreement for the 
Preferred Stock. The primary exit event contemplated by this investment is a right for 
investors to cause the Company to redeem their shares after 5 years. However, there is 
no guarantee that the Company will still be operating in 5 years or, even if it is still 
operating, that it will be legally permitted to redeem investors shares at that time 
(especially if multiple investors request redemption at or around the same time), or at 
any time thereafter, and the Company will not be required to redeem any shares to the 



extent that it is not legally permitted to do so. The Company is not required to, and there 
is no guarantee that the Company will, pay dividends in any future year. 

 
5.​ There is no public trading market for Palmia’s securities and there can be no assurance 

that any trading market will develop. Our securities are being offered hereby in reliance 
upon exemptions from the registration requirements of the Securities Act and applicable 
state securities laws. Thus, the securities offered hereby and any shares of stock 
issuable upon conversion of the securities offered hereby have not been and will not be 
registered under the Securities Act or any other securities laws, and may not be 
reoffered, resold or otherwise transferred except pursuant to an exemption from, or in a 
transaction not subject to the registration requirement of, the Securities Act and any 
applicable state securities laws. Accordingly, any offer, sale, pledge or other transfer of 
the securities by a purchaser may be restricted, and purchasers may be required to bear 
the financial risks of an investment in the securities for an indefinite period of time. 

 
 
Share Type 
 

●​ Purchasers will not become equity holders until the company decides to convert the 
Securities into CF Shadow Securities or until an IPO or sale of the Company. 

○​ Purchasers will not have an ownership claim to the Company or to any of its 
assets or revenues for an indefinite amount of time, and depending on when and 
how the Securities are converted, the Purchasers may never become equity 
holders of the Company. Purchasers will not become equity holders of the 
Company unless the Company receives a future round of financing great enough 
to trigger a conversion and the Company elects to convert the Securities. Except 
for certain “Major Investors,” Purchasers will have no say in whether their 
securities are converted in any Equity Financing. The Company is under no 
obligation to convert the Securities into CF Shadow Securities (the type of equity 
securities Purchasers are entitled to receive upon such conversion). In certain 
instances, such as a sale of the Company, an IPO or a dissolution or bankruptcy, 
the Purchasers may only have a right to receive cash, to the extent available, 
rather than equity in the Company.​
 

●​ Purchasers will not have voting rights, even upon conversion of the Securities into 
Shadow Securities. 

○​ Purchasers will not have the right to vote upon matters of the Company even if 
and when their Securities are converted into CF Shadow Securities. Upon such 
conversion, CF Shadow Securities will have no voting rights and even in 
circumstances where a statutory right to vote is provided by state law, the CF 
Shadow Security holders are required to vote with the majority of the security 
holders in the new round of equity financing upon which the Securities were 
converted. For example, if the Securities are converted upon a round offering 



Series B Preferred Shares, the Series B-CF Shadow Security holders will be 
required to vote the same way as a majority of the Series B Preferred 
Shareholders vote. Thus, Purchasers will never be able to freely vote upon any 
director or other matters of the Company.​
 

●​ Purchasers will not be entitled to any inspection or information rights other than those 
required by Regulation CF. 

○​ Purchasers will not have the right to inspect the books and records of the 
Company or to receive financial or other information from the Company, other 
than as required by Regulation CF. Other security holders may have such rights. 
Regulation CF requires only the provision of an annual report on Form C-AR and 
no additional information. This lack of information could put Purchasers at a 
disadvantage in general and with respect to other security holders.​
 

●​ In a dissolution or bankruptcy of the Company, Purchasers will be treated the same as 
common equity holders. 

○​ In a dissolution or bankruptcy of the Company, Purchasers of Securities which 
have not been converted will be entitled to distributions as if they were common 
stockholders. This means that such Purchasers will be at the lowest level of 
priority and will only receive distributions once all creditors as well as holders of 
more senior securities, including any preferred stock holders, have been paid in 
full. If the Securities have been converted into CF Shadow Securities, the 
Purchasers will have the same rights and preferences (other than the ability to 
vote) as the holders of the securities issued in the equity financing upon which 
the Securities were converted.​
 

●​ Purchasers will be unable to declare the Security in “default” and demand repayment.​
The Company may never elect to convert the Securities or undergo a liquidity event. 

○​ Unlike convertible notes and some other securities, the Securities do not have 
any “default” provisions upon which the Purchasers will be able to demand 
repayment of their investment. The Company has ultimate discretion as to 
whether or not to convert the Securities upon a future equity financing and 
Purchasers have no right to demand such conversion. Only in limited 
circumstances, such as a liquidity event, may the Purchasers demand payment 
and even then, such payments will be limited to the amount of cash available to 
the Company. 

 
2. The Shares purchased in this offering will constitute equity interests, which will be 
subordinate to all of our current and future indebtedness with respect to claims on our assets. In 
any liquidation, all of our debts and liabilities must be paid before any payment is made to the 
holders of our Shares. 
 



3. Except as required by law, the Preferred Stock has no voting rights and all shareholder voting 
rights belong to holders of Common Stock. In addition, pursuant to the subscription agreement 
for the Preferred Stock, holders of Preferred Stock are required to vote their shares in favor of 
certain sale of the Company transactions and certain amendments to the Company’s articles of 
incorporation, to the extent that such actions are approved by the board of directors and holders 
of Common Stock. Demetri and Kim Coupounas and a trust for the benefit of their children own 
100% of the outstanding shares of Common Stock and consequently are able to elect all of the 
directors and generally control all aspects of the company’s vision and strategy. Investors must 
rely on the Common Stockholders to elect qualified directors and otherwise make strategic 
decisions that will enable the Company to succeed. 
THERE IS NO MARKET IN MY TRAIL SHARES AND NO GUARANTEE THAT INVESTORS 
WILL REALIZE ANY RETURN ON THEIR INVESTMENT 
 
 
 
 
 
 
 
 


