










 

 
PROSPECTUS SUMMARY

 
This summary highlights selected information contained elsewhere in this prospectus and does not contain all of the information that you should consider before

investing in our securities. This summary is qualified in its entirety by, and should be read in conjunction with, the more detailed information appearing elsewhere in this
prospectus. You should read this entire prospectus carefully, including the information set forth in the sections titled “Risk Factors” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and our financial statements and related notes thereto contained in this prospectus, before making an
investment decision. Unless the context requires otherwise, references in this prospectus to “we,” “us,” “our,” “our company,” or similar terminology refer to Heritage
Distilling Holding Company, Inc. and its subsidiaries.

 
Our Company

 
Overview

 
We are a craft distillery producing, marketing, and selling a diverse line of award-winning craft spirits, including whiskeys, vodkas, gins, rums, and “ready-to-

drink” canned cocktails. We recognize that taste and innovation are key criteria for consumer choices in spirits and innovate new products for trial in our company-owned
distilleries and tasting rooms. We have developed differentiated products that are responsive to consumer desires for rewarding and novel taste experiences.

 
We compete in the craft spirits segment, which is the most rapidly-growing segment of the overall $288 billion spirits market. According to the American Craft

Spirits Association, a craft distillery is defined generally as a distillery that produces fewer than 750,000 gallons annually and holds an ownership interest of 51% or more of
a distilled spirits plant that is licensed by the Alcohol and Tobacco Tax and Trade Bureau of the U.S. Department of the Treasury. According to the Craft Spirits Global
Market Report 2023 of Grand View Research, the craft spirits segment had revenues of more than $21.4 billion in 2023, an increase of 20.9% from 2021, and is estimated to
grow at a compound annual growth rate (“CAGR”) of 29.4% between 2024 and 2030. We believe we are well positioned to grow in excess of the growth rate of the market
by increasing our marketing efforts, increasing the size of our sales teams, and broadening our wholesale distribution.

 
Out of the more than 2,600 craft producers in North America, we have been recognized with more awards for our products from the American Distilling Institute,

the leading independent spirits association in the U.S., than any other North American craft distiller for each of the last ten years, plus numerous other Best of Class, Double
Gold, and Gold medals from multiple national and international spirits competitions. We are one of the largest craft spirits producers on the West Coast based on revenues
and are developing a national reach in the U.S. through traditional sales channels (wholesale, on-premises, and e-commerce) and our unique and recently-developed Tribal
Beverage Network (“TBN”) sales channel. Based upon our revenues and our continued track record of winning industry awards in an increasingly competitive environment,
we believe we are one of the leading craft spirits producers in the United States.

 
We sell our products through wholesale distribution, directly to consumers through our five owned and operated distilleries and tasting rooms located in

Washington and Oregon, and by shipping directly to consumers on-line where legal. Currently, we sell products primarily in the Pacific Northwest with limited distribution
in other states throughout the U.S. In addition, in collaboration with Native American tribes, we have recently developed a new sales, manufacturing, and distribution
channel on tribal lands that we expect will increase and broaden the recognition of our brand as that network expands nationally.
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SELECTED FINANCIAL INFORMATION

 
The following table sets forth a summary of our historical financial data as of, and for the periods ended on, the dates indicated. The operating data for the years

ended December 31, 2023 and 2022 and the balance sheet data as of December 31, 2023 and 2022 have been derived from our audited consolidated financial statements
included elsewhere in this prospectus. The operating data for the nine months ended September 30, 2024 and 2023 and the balance sheet data as of September 30, 2024 have
been derived from our unaudited interim condensed consolidated financial statements included elsewhere in this prospectus. The unaudited interim condensed consolidated
financial statements were prepared on the same basis as our audited consolidated financial statements. In our opinion, such financial statements include all adjustments,
consisting of normal recurring adjustments, that we consider necessary for a fair presentation of the financial information for those periods. The summary financial data
should be read with the financial statements and the accompanying notes included in this prospectus. In addition, the summary financial data should be read in conjunction
with the section entitled “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in this prospectus.

 

   
Nine Months Ended

September 30,    
Year Ended

December 31,  
    2024     2023     2023     2022  

Operating Data:                        
Net sales   $ 5,309,907    $ 5,525,384.00    $ 7,971,224    $ 8,309,566 
Gross profit     1,786,076      1,390,588      2,151,041      2,212,426 
Loss from operations     (6,604,653)     (9,176,352)     (11,264,559)     (11,827,342)
Gain on investments     3,421,222      —      —      — 
Change in fair value of convertible notes     8,324,198      (20,230,983)     (22,764,854)     2,117,636 
Change in fair value of warrant liabilities     1,734,308      (345,709)     (240,159)     148,364 
Change in fair value of TTS acquisition liabilities     457,127      —      —      — 
Net income/(loss)     5,426,409      (31,641,742)     (36,798,419)     (12,268,216)
 

   
Pro Forma

September 30,    
As of

September 30,     As of December 31,  
    2024(1)     2024     2023     2022  

Balance Sheet Data:                        
Cash   $ 31,845    $ 31,845    $ 76,878    $ 223,034 
Total assets     31,086,736      31,086,736      26,268,232      27,959,107 
Current liabilities     28,014,735      46,497,088      62,848,642      21,853,356 
Long-term liabilities     3,419,844      18,578,868      6,842,046      12,737,042 
Total liabilities     31,434,579      65,075,956      69,690,688      34,590,398 
Total stockholders’ deficit     (347,843)     (33,989,220)     (43,422,456)     (6,631,291)
 
 

(1) Pro forma balance sheet data as of September 30, 2024 presented above includes the reclassification of certain liabilities to stockholders’ equity upon the closing of our
initial public offering, which was (i) the remaining prerequisite for the unconditional exchange of certain convertible notes into equity and (ii) the event that fixed the
strike price of the related warrants, thereby triggering the reclassification of both the notes and the related warrant liabilities from liabilities to stockholders’ equity. See
Note 16 to our unaudited interim condensed consolidated financial statements for the nine month periods ended September 30, 2024 and 2023 included elsewhere in
this prospectus. The Pro Forma balance sheet data as of September 30, 2024 presented above: (i) does not include the proceeds from our initial public offering of
1,687,500 shares of common stock at $4.00 per share, or $6,750,000, before deducting underwriting discounts, commissions and offering expenses; and, (ii) does not
include the proceeds from our private placement to two accredited investors of an aggregate of 382,205 common warrants to purchase common stock with an exercise
price of $0.01 per share at a purchase price of $3.99 per common warrant, or $1,524,998, before deducting underwriting discounts and commissions and private
placement expenses.
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RISK FACTORS

 
Investing in our securities involves a high degree of risk. You should carefully consider the following information about these risks, together with the other information

appearing elsewhere in this prospectus, including our financial statements, the notes thereto and the section entitled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” before deciding to invest in our securities. The occurrence of any of the following risks could have a material and adverse effect on our
business, reputation, financial condition, results of operations and future growth prospects, as well as our ability to accomplish our strategic objectives. As a result, the trading
price of our securities could decline, and you could lose all or part of your investment. Additional risks and uncertainties not presently known to us or that we currently deem
immaterial may also impair our business operations and stock price.
 
Risks Related to Our Financial Position and Capital Needs
 
We have a history of losses, anticipate increasing our operating expenses in the future and may not achieve or maintain profitability in the future.

 
We have a history of operating losses, including operating losses of $6,604,653, $11,264,559 and $11,827,342 for the nine months ended September 30, 2024 and the

years ended December 31, 2023 and 2022, respectively, and have incurred net losses in each year since our inception other than in 2021, the year in which we sold a controlling
interest in our B S B — B rown S ugar B ourbon (“Flavored Bourbon”) brand. We had an accumulated deficit of $69,418,067 at September 30, 2024 ($63,695,540 pro forma,
after taking into account all convertible note conversions and the recognition of the associated fair value changes), and there can be no assurance if or when we will produce
sufficient revenue from our operations to support our costs. We must generate and sustain higher revenue levels in future periods to become profitable, and, even if we do, we
may not be able to maintain or increase our profitability. We expect to continue to incur losses for the foreseeable future as we expend substantial financial and other resources
on, among other things:

 
● sales and marketing, including expanding our direct sales organization and marketing programs, particularly for larger customers and for expanding our Tribal

Beverage Network efforts;
 

● investments in our distillation and production team, and the development of new formulations and enhancements of our existing brands;
 

● expansion of our ready-to-drink canned cocktails into national distribution;
 

● hiring additional personnel to add to our production teams if we can successfully increase our wholesale sales; and
 

● general administration, including legal, accounting and other expenses related to being a public company.
 
These expenditures may not result in additional revenue or the growth of our business. Accordingly, we may not be able to generate sufficient revenue to offset our

expected cost increases and achieve and sustain profitability. If we fail to achieve and sustain profitability, the market price of our common stock could decline.
 
As we have incurred recurring operating losses and negative cash flows from operations since our inception, there is no assurance that we will be able to continue as a
going concern absent additional financing, which we may not be able to obtain on favorable terms, or at all.

 
We have incurred operating losses since our inception and there can be no assurance if or when we will produce sufficient revenue from our operations to cover our

costs. Even if profitability is achieved in the future, we may not be able to sustain profitability consistently. We expect to continue to incur substantial losses and negative cash
flow from operations for the foreseeable future. Our financial statements included in this prospectus have been prepared assuming that we will continue as a going concern.
However, we have concluded that, absent access to additional working capital, substantial doubt about our ability to continue as a going concern exists and our auditors have
referred to this in their audit report on our audited consolidated financial statements for the years ended December 31, 2023 and 2022. As a result, it may be more difficult for
us to attract investors. Our future is dependent upon our ability to obtain financing and upon future profitable operations from the sale of our products and services.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

 
This prospectus contains forward-looking statements that involve substantial risks and uncertainties. The forward-looking statements are contained principally in the

sections titled “Prospectus Summary,” “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Business,” but are also
contained elsewhere in this prospectus. In some cases, you can identify forward-looking statements by the words “may,” “might,” “will,” “could,” “would,” “should,” “expect,”
“intend,” “plan,” “objective,” “anticipate,” “believe,” “estimate,” “predict,” “project,” “potential,” “continue” and “ongoing,” or the negative of these terms, or other
comparable terminology intended to identify statements about the future, although not all forward-looking statements contain these words. These statements relate to future
events or our future financial performance or condition and involve known and unknown risks, uncertainties and other factors that could cause our actual results, levels of
activity, performance or achievement to differ materially from those expressed or implied by these forward-looking statements. These forward-looking statements include, but
are not limited to, statements about:
 

● our ability to hire additional personnel and to manage the growth of our business;
 

● our ability to continue as a going concern;
 

● our reliance on our brand name, reputation and product quality;
 

● our ability to adequately address increased demands that may be placed on our management, operational and production capabilities.
 

● the effectiveness of our advertising and promotional activities and investments;
 

● our reliance on celebrities to endorse our products and market our brands;
 

● general competitive conditions, including actions our competitors may take to grow their businesses;
 

● fluctuations in consumer demand for craft spirits;
 

● overall decline in the health of the economy and consumer discretionary spending;
 

● the occurrence of adverse weather events, natural disasters, public health emergencies, including the COVID-19 pandemic, or other unforeseen circumstances that
may cause delays to or interruptions in our operations;

 
● risks associated with disruptions in our supply chain for raw and processed materials, including glass bottles, barrels, spirits additives and agents, water and other

supplies;
 

● the impact of COVID-19 on our customers, suppliers, business operations and financial results;
 

● disrupted or delayed service by the distributors we rely on for the distribution of our products;
 

● our ability to successfully execute our growth strategy, including continuing our expansion in our TBN and direct-to-consumer sales channels;
 

● quarterly and seasonal fluctuations in our operating results;
 

● anticipated accounting recognition associated with reports generated for us by outside valuation experts as they relate to the treatment of and accounting for the
exchange of certain convertible promissory notes into common stock and prepaid warrants;

 
● our success in retaining or recruiting, or changes required in, our officers, key employees or directors;
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THE EQUITY LINE OF CREDIT

 
Overview
 

On January 23, 2025, we entered into the ELOC Purchase Agreement with the Investor. Sales of our common stock to the Investor under the ELOC Purchase
Agreement, and the timing of any sales, will be determined by us from time to time in our sole discretion and will depend on a variety of factors, including, among other things,
market conditions, the trading price of our common stock and determinations by us regarding the use of proceeds from any sale of such common stock. The net proceeds from
any sales under the Equity Line of Credit will depend on the frequency with, and prices at, which the common stock are sold to the Investor. To the extent we sell shares under
the ELOC Purchase Agreement, we currently plan to use any proceeds for the purchase of raw goods to produce more products for sale, additional digital marketing to drive
more e-commerce sales, marketing and sales support to grow our wholesale efforts, additional marketing efforts to expand our TBN growth, the addition of key finance staff to
ameliorate deficiencies identified by our auditors, the repayment of debt and other obligations, and general working capital. We cannot predict whether the net proceeds
invested will yield a favorable return.

 
In accordance with our obligations under the ELOC Purchase Agreement and the Registration Rights Agreement, we have filed the registration statement of which this

prospectus forms a part in order to register the resale of up to: (i) 5,000,000 ELOC Shares that we may elect, in our sole discretion, to issue and sell to the Investor, from time to
time after the Commencement Date upon the terms and subject to the conditions and limitations of the ELOC Purchase Agreement, subject to applicable stock exchange rules;
and (ii) 67,162 Commitment Shares that may be issued to the Investor upon the exercise of the Commitment Warrant issued to the Investor as consideration for the Investor’s
execution and delivery of the ELOC Purchase Agreement.

 
Under applicable Nasdaq rules, in no event may we issue to the Investor shares of our common stock representing more than 19.99% of the total number of shares of

common stock outstanding immediately prior to the date of the ELOC Purchase Agreement if such shares, when aggregated with all other common stock then beneficially
owned by the Investor and its respective affiliates (as calculated pursuant to Section 13(d) of the Exchange Act and Rule 13d-3 promulgated thereunder), would result in the
Investor beneficially owning common stock in excess of 4.99% of the then-outstanding shares of common stock (the “Beneficial Ownership Limitation”). Our inability to
access a portion or the full amount available under the Purchase Agreement, in the absence of any other financing sources, could have a material adverse effect on our business
or results of operation.

 
The Purchase Agreement and Registration Rights Agreement contain customary registration rights, representations, warranties, conditions and indemnification

obligations by each party. The representations, warranties and covenants contained in such agreements were made only for purposes of such agreements and as of specific
dates, were solely for the benefit of the parties to such agreements and are subject to certain important limitations.
 
ELOC Purchase Agreement
 

Pursuant to the ELOC Purchase Agreement, the Investor shall, subject to the restrictions and satisfaction of the conditions in the ELOC Purchase Agreement, purchase
from us up to the lesser of (i) $15.0 million of shares of our common stock and (ii) the Exchange Cap, upon the terms and subject to the conditions and limitations set forth in
the ELOC Purchase Agreement (the “Commitment Amount”); provided, however, that such limitations will not apply if we obtain stockholder approval to issue additional
shares of common stock and, assuming shareholder approved is obtained, we have registered 5,067,162 shares for issuance under the ELOC Purchase Agreement and resale
pursuant to this prospectus. The shares of our common stock that may be issued under the ELOC Purchase Agreement may be sold, subject to the restrictions and satisfaction of
the conditions in the ELOC Purchase Agreement, by us to the Investor at our discretion from time to time from the Commencement Date until the earliest to occur of (i) the first
day of the month next following the 36-month anniversary of the Commencement Date, (ii) the date on which the Investor shall have purchased the Commitment Amount, (iii)
the ninetieth day after the date on which, pursuant to or within the meaning of any bankruptcy law, we commence a voluntary case or any person commences a proceeding
against us, in each case that is not discharged or dismissed prior to such ninetieth day, and (iv) the date on which, pursuant to or within the meaning of any bankruptcy law, a
custodian is appointed for us or for all or substantially all of our property, or we make a general assignment for the benefit of our creditors, or each, a Termination Event.
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USE OF PROCEEDS

 
Any sales of ELOC Shares by the Investor pursuant to this prospectus will be solely for the Investor’s account. We will not receive any proceeds from any such sales.

However, we may receive up to $15,000,000 in aggregate gross proceeds from the Investor under the ELOC Purchase Agreement in connection with sales of our ELOC Shares
to the Investor pursuant to the ELOC Purchase Agreement after the date of this prospectus. However, the actual proceeds may be less than this amount depending on the
number of ELOC Shares sold and the price at which the ELOC Shares are sold by us under the ELOC Purchase Agreement. The use of the Facility under the ELOC Purchase
Agreement is subject to certain conditions, including the effectiveness of the registration statement of which this prospectus forms a part. Therefore, funds from the
$15,000,000 gross purchase price will not be immediately available, if at all, to us, and there can be no assurances that the Facility will be available to us at all times during its
term or that such purchase price will ever become available. See “Plan of Distribution” and “The Equity Line of Credit” elsewhere in this prospectus for more information.

 
We intend to use any proceeds from the Facility for the purchase of raw goods to produce more products for sale, additional digital marketing to drive more e-

commerce sales, additional marketing and sales support to grow our wholesale efforts, additional marketing efforts to expand our TBN growth, the addition of key finance staff
to ameliorate deficiencies identified by our auditors, the repayment of debt and other obligations, and general working capital. We will have broad discretion in the way we use
these proceeds. See “Risk Factors - Risk Related to the Equity Line of Credit - We may use the net proceeds from sales of our shares made pursuant to the ELOC Purchase
Agreement in ways with which you may not agree or in ways which may not yield a significant return.”

 
The Investor will pay or assume any discounts, commissions or concessions received by it except as set forth in the ELOC Purchase Agreement. We will bear all other

costs, fees and expenses incurred in effecting the registration of the ELOC Shares, the Commitment Warrants and the resulting Commitment Shares from the exercise of the
Commitment Warrants covered by this prospectus, including, without limitation, all registration and filing fees and fees and expenses of counsel and independent registered
public accountants.

 
We cannot currently determine the price or prices at which the ELOC Shares may be sold by the Investor under this prospectus.
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DIVIDEND POLICY

 
We do not anticipate paying cash dividends on our common stock in the foreseeable future. We currently intend to retain all available funds and any future earnings to

support our operations and finance the growth and development of our business. Any future determination related to our dividend policy will be made at the discretion of our
board of directors and will depend upon, among other factors, our results of operations, financial condition, capital requirements, contractual restrictions, business prospects,
the requirements of current or then-existing debt instruments and other factors our board of directors may deem relevant.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS
 
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our consolidated financial statements

and the related notes and other financial information included elsewhere in this prospectus and the section of this prospectus entitled “Information about Heritage.” In
addition to historical consolidated financial information, the following discussion contains forward-looking statements that reflect our plans, estimates and beliefs. Our actual
results could differ materially from those discussed in the forward-looking statements. Factors that could cause or contribute to such differences include, but are not limited to,
those discussed in the section titled “Risk Factors” and elsewhere in this prospectus. Unless the context otherwise requires, for the purposes of this section, “Heritage,” “we,”
“us,” “our,” or the “Company” refer to Heritage Distilling Holding Company, Inc. and its subsidiaries.
 
Business Overview

 
We are a craft distiller producing, marketing and selling a diverse line of award-winning craft spirits, including whiskeys, vodkas, gins, rums, and “ready-to-drink”

canned cocktails. We recognize that taste and innovation are key criteria for consumer choices in spirits and innovate new products for trial in our company-owned distilleries
and tasting rooms. We believe we have developed differentiated products that are responsive to consumer desires for rewarding and novel taste experiences.

 
We compete in the craft spirits segment, which is the most rapidly-growing segment of the overall $288 billion spirits market. According to the American Craft Spirits

Association, a craft distillery is defined generally as a distillery that produces fewer than 750,000 gallons annually and holds an ownership interest of 51% or more of a distilled
spirits plant that is licensed by the Alcohol and Tobacco Tax and Trade Bureau of the U.S. Department of the Treasury. According to the Craft Spirits Global Market Report
2023 of Grand View Research, the craft spirits segment had revenues of more than $21.4 billion in 2023 and is estimated to grow at a compound annual growth rate (“CAGR”)
of 29.4% between 2024 and 2030. We believe we are well positioned to grow more than the growth rate of the market by increasing our marketing efforts, increasing the size of
our sales teams and broadening our wholesale distribution.

 
Out of the more than 2,600 craft producers in North America, we have been recognized with more awards for our products from the American Distilling Institute, the

leading independent spirits association in the U.S., than any other North American craft distiller for each of the last ten years. Plus, numerous other Best of Class, Double Gold
and Gold medals from multiple national and international spirits competitions. We are one of the largest craft spirits producers on the West Coast based on revenues and are
developing a national reach in the U.S. through traditional sales channels (wholesale, on-premises and e-commerce) and our unique and recently-developed Tribal Beverage
Network (“TBN”) sales channel. Based upon our revenues and our continued track record of winning industry awards in an increasingly competitive environment, we believe
we are one of the leading craft spirits producers in the United States.

 
We sell our products through wholesale distribution, directly to consumers through our five owned and operated distilleries and tasting rooms located in Washington

and Oregon and by shipping directly to consumers on-line where legal. Currently, we sell products primarily in the Pacific Northwest with limited distribution in other states
throughout the U.S. In addition, in collaboration with Native American tribes, we have recently developed a new sales, manufacturing and distribution channel on tribal lands
that we expect will increase and broaden the recognition of our brand as that network expands nationally.

 
Our growth strategy is based on three primary areas. First, we are focused on growing our direct-to-consumer (“DtC”) sales via shipping to legal purchasers to their

homes where allowed. We currently use a three-tier compliant, third-party platform to conduct these sales and deliveries in 46 states in which approximately 96.8% of the
U.S. population reside. This allows us to develop a relationship directly with the consumer through higher-margin sales while collecting valuable data about our best
performing products. We can then use this data to target the consumer based on location, age, key demographics and product types. With the data collected, we can also retarget
and resell to them generating more revenue.
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BUSINESS

 
Overview

 
We are a craft distiller producing, marketing and selling a diverse line of award-winning craft spirits, including whiskeys, vodkas, gins, rums, and “ready-to-drink”

canned cocktails. We recognize that taste and innovation are key criteria for consumer choices in spirits and innovate new products for trial in our company-owned distilleries
and tasting rooms. We have developed differentiated products that are responsive to consumer desires for rewarding and novel taste experiences.

 
We compete in the craft spirits segment, which is the most rapidly-growing segment of the overall $288 billion spirits market. According to the American Craft Spirits

Association, a craft distillery is defined generally as a distillery that produces fewer than 750,000 gallons annually and holds an ownership interest of 51% or more of a distilled
spirits plant that is licensed by the Alcohol and Tobacco Tax and Trade Bureau of the U.S. Department of the Treasury. According to the Craft Spirits Global Market Report
2023 of Grand View Research, the craft spirits segment had revenues of in excess of $21.4 billion in 2023 and is estimated to grow at a compound annual growth rate
(“CAGR”) of 29.4% between 2024 and 2030. We believe we are well positioned to grow in excess of the growth rate of the market by increasing our marketing efforts,
increasing the size of our sales teams and broadening our wholesale distribution.

 
Out of the more than 2,600 craft producers in North America, we have been recognized with more awards for our products from the American Distilling Institute, the

leading independent spirits association in the U.S., than any other North American craft distiller for each of the last ten years, plus numerous other Best of Class, Double Gold
and Gold medals from multiple national and international spirits competitions. We are one of the largest craft spirits producers on the West Coast based on revenues and are
developing a national reach in the U.S. through traditional sales channels (wholesale, on-premises and e-commerce) and our unique and recently-developed Tribal Beverage
Network (“TBN”) sales channel. Based upon our revenues and our continued track record of winning industry awards in an increasingly competitive environment, we believe
we are one of the leading craft spirits producers in the United States.

 
We sell our products through wholesale distribution, directly to consumers through our five owned and operated distilleries and tasting rooms located in Washington

and Oregon and by shipping directly to consumers on-line where legal. Currently, we sell products primarily in the Pacific Northwest with limited distribution in other states
throughout the U.S. In addition, in collaboration with Native American tribes, we have recently developed a new sales, manufacturing and distribution channel on tribal lands
that we expect will increase and broaden the recognition of our brand as that network expands nationally.

 
Our growth strategy is based on three primary areas. First, we are focused on growing our direct-to-consumer (“DtC”) sales by shipping to legal purchasers to their

homes where allowed. We currently use a three-tier compliant, third-party platform to conduct these sales and deliveries in 46 states in which approximately 96.8% of the
U.S. population reside. This allows us to develop a relationship directly with the consumer through higher-margin sales while collecting valuable data about our best
performing products. We can then use this data to target the consumer based on location, age, key demographics and product types. With the data collected, we can also retarget
and resell to these customers, thereby generating more revenue.

 
Our DtC sales also support our second growth area, which entails growing our wholesale volume with our distributors through key national accounts both on-premises

and off-premises. By building brand recognition for key products in selected regions or states through DtC sales, we can better support the wholesale launch, marketing and
product pull-through of those products in partnership with wholesalers in those targeted states. While DtC sales result in singular high-margin sales, growing volume through
wholesale distribution is the most efficient way to drive large-scale growth across retail chains.
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MANAGEMENT

 
Executive Officers and Directors

 
The following table provides information regarding our executive officers and directors:
 

Name   Age   Position(s)
Executive Officers        

Justin Stiefel   49   Chairman, Chief Executive Officer, and Treasurer
Jennifer Stiefel   49   Director, President, and Secretary
Michael Carrosino   63   Executive Vice President of Finance, Chief Financial Officer
Beth Marker   64   Senior Vice President of Retail Operations
Danielle Perkins   35   Senior Vice President of Wholesale Operations

Non-Employee Directors        
Troy Alstead   61   Director
Christopher H. Smith   86   Director
Matthew J. Swann   54   Director
Eric S. Trevan, Ph.D.   48   Director
Andrew Varga   58   Director
Jeffery Wensel, M.D., Ph.D.   63   Director

 
Executive Officers

 
Justin Stiefel was a co-founder of our company and has been our Chief Executive Officer and a director since 2011 and Treasurer and Chairman of the Board since

2022. Mr. Stiefel is the driving force behind our focus on consumer-friendly products and experiences and is the creator of the TBN concept, having worked in 2018 to secure
in Congress the repeal of an 1834 statute that prohibited distilling in Indian country. Prior to our founding, Mr. Stiefel served as a top staff member in the United States Senate,
first as Deputy Press Secretary, then Legislative Aide, then Chief Counsel to the senior Senator for Alaska, Ted Stevens. He then become one of the youngest Chiefs of Staff in
the history of the U.S. Senate for Lisa Murkowski, the junior Senator for Alaska. In 2004, Mr. Stiefel joined the international law firm of Dorsey and Whitney LLP as Of
Counsel. Mr. Stiefel later formed his own consulting firm assisting clients, individual businesses and tribes (American Indian, Alaskan Native and Native Hawaiians), with their
needs in advancing legislation, regulations and policy initiatives in Washington, DC. Mr. Stiefel holds a BS in Chemical Engineering from the University of Idaho and a Juris
Doctor from Catholic University of America, where he graduated in the top ten in his class, Magna Cum Laude. He has also completed coursework at the United States Naval
War College, focused on strategic decision making. He has served as a director for several non-profit organizations and sits on the Milgard Executive Counsel at the Milgard
School of Business at the University of Washington. Mr. Stiefel is a member of three bar associations, in Washington State, Alaska and Washington, DC. He is active in
advocating for legislative modernization in spirits, liquor laws and regulations, including drafting and negotiating legislative and regulatory changes at the state and federal
levels on behalf of the craft spirits industry.

 
Jennifer Stiefel was a co-founder of our company, has been our President and a director since 2011 and Secretary since 2022. She oversees our brand preservation and

consumer experience portions of our operations to ensure consistency and excellence throughout. She also is an instrumental part of the executive team focused on growing the
TBN. Prior to our founding, Ms. Stiefel served in the United States Senate as a staff member of the Senate Appropriations Committee. She subsequently taught elementary
school in Virginia, acting as team lead for science. In her younger years she worked in her family’s manufacturing business in Alaska, growing up to work in all facets of the
company. She holds a BA in Elementary Education from the University of Idaho and a Masters in Instructional Education from Central Michigan University. Ms. Stiefel is a
director for several non-profit organizations. Ms. Stiefel is the wife of Justin Stiefel, our Chairman and Chief Executive Officer.
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EXECUTIVE COMPENSATION

 
Summary Compensation Table

 
The following table provides certain summary information concerning compensation awarded to, earned by or paid to any individual who served as chief executive

officer at any time during the year ended December 31, 2024 and each other person who was serving as an executive officer of our company at the end of such year whose total
compensation exceeded $100,000. These individuals are referred to in this prospectus as the “named executive officers”. For each executive officer who also served as a
director of our private company, we have included in such compensation any compensation earned as stock awards and deferred and accrued cash fees for service as a director.

 

Name and Principal Position   Year   Salary(1)     Bonus(1)    
Stock

Awards(2)    
All Other

Compensation(3)    Total  
Justin Stiefel   2024   $ 135,160       —    $ 160,000    $   9,167    $ 304,327 

Chief Executive Officer; Treasurer   2023     98,653      —      —      10,000      108,653 
                                        
Jennifer Stiefel   2024     139,367      —      160,000      9,167      308,534 

President; Secretary   2023     97,962      —      —      10,000      107,962 
                                        
Michael Carrosino(4)   2024     210,674      —      —      —      210,674 

Executive Vice President, Finance; Chief Financial
Officer  

2023
    35,464      —      —      —      35,464 

                                        
Beth Marker   2024     175,639      —      6,000      —      181,639 

SVP Retail Operations   2023     84,917      —      —      —      84,917 
                                        
Danielle Perkins   2024     163,215      —      10,000      —      173,215 

SVP Wholesale   2023     150,831      —      —      —      150,831 
 

 

(1) Does not include deferred compensation from 2023 and 2024 that will be paid in 2025, as follows:
 

● $63,076 to Justin Stiefel;
 

● $63,076 to Jennifer Stiefel;
 

● $107,395 to Michael Carrosino;
 

● $4,000 to Beth Marker;
 

● $46,876 to Danielle Perkins.
 
(2) Represents the aggregate grant date fair value of restricted stock units granted to the executive officer during the applicable fiscal year, computed in accordance with FASB

ASC Topic 718. These amounts do not reflect the actual value that will eventually be realized by the executive officer at the time the award becomes vested.
 
(3) Other compensation consisted of deferred compensation payable for service as a director. Fees were paid out following the closing of our November 2024 initial public

offering. Since the closing of our initial public offering, employee directors are no longer eligible to receive additional compensation for service on the board.
 
(4) Michael Carrosino became our Executive Vice President of Finance and Acting Chief Financial Officer in June 2023 and became our Chief Financial Officer in November

2024.
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PRINCIPAL STOCKHOLDERS

 
The following table sets forth certain information regarding the beneficial ownership of our common stock as of January 22, 2025 by:

 
● each person known by us to be a beneficial owner of more than 5% of our outstanding common stock;

 
● each of our directors and director nominees;

 
● each of our named executive officers; and

 
● all directors and executive officers as a group.
 
The amounts and percentages of common stock beneficially owned are reported based on regulations of the SEC governing the determination of beneficial ownership

of securities. Under the rules of the SEC, a person is deemed to be a “beneficial owner” of a security if that person has or shares “voting power,” which includes the power to
vote or to direct the voting of such security, or “investment power,” which includes the power to dispose of or to direct the disposition of such security. A person is also deemed
to be a beneficial owner of any securities of which that person has a right to acquire beneficial ownership within 60 days after January 22, 2025. Under these rules, more than
one person may be deemed a beneficial owner of the same securities, and a person may be deemed a beneficial owner of securities as to which he has no economic interest.
Except as indicated by footnote, to our knowledge, the persons named in the table below have sole voting and investment power with respect to all shares of common stock
shown as beneficially owned by them. We are not aware of any of our stockholders that, as of January 22, 2025, beneficially owned more than 5% of our common stock.

 
In the table below, the beneficial ownership of our common stock is 5,423,611 shares of common stock outstanding as of January 22, 2025. Unless otherwise noted

below, the address of the persons listed on the table is c/o Heritage Distilling Holding Company, Inc., 9668 Bujacich Road, Gig Harbor, Washington 98332.
 

    Shares Beneficially Owned  

Name of Beneficial Owner  

Amount and
Nature of
Beneficial

Ownership    

Percentage
of

Class (%)(1)  
Named Executive Officers and Directors            

Justin Stiefel     40,699(2)     * 
Jennifer Stiefel     64,844(3)     1.20%
Michael Carrosino     2,500      * 
Beth Marker     189(4)     * 
Danielle Perkins     —      — 
Troy Alstead     13,070(5)     * 
Christopher (Toby) Smith     2,500      * 
Matthew J. Swann     4,320(6)     * 
Eric S. Trevan, Ph.D.     5,394      * 
Andrew Varga     5,000      * 
Jeffrey Wensel, M.D., Ph.D.     27,443      * 

Executive Officers and Directors as a Group (11 persons)     165,959      3.06 
 

 

* less than 1%.
 
(1) The percentages in the table have been calculated on the basis of treating as outstanding for a particular person, all shares of our capital stock outstanding. To calculate a

stockholder’s percentage of beneficial ownership, we include in the denominator the common stock outstanding and in the numerator all shares of our common stock
issuable to that person in the event of the exercise of outstanding options and other derivative securities owned by that person that are exercisable or will come into
existence within 60 days of January 22, 2025. Common stock options and derivative securities held by other stockholders are disregarded in this calculation. Therefore, the
denominator used in calculating beneficial ownership among our stockholders may differ. Unless we have indicated otherwise, each person named in the table has sole
voting power and sole investment power for the shares listed opposite such person’s name.

(2) Represents 38,962 shares of common stock and 1,737 shares of common stock held in Mr. Stiefel’s IRA account. Mr. Stiefel disclaims beneficial ownership of the shares
held by Ms. Stiefel.

(3) Represents 64,584 shares of common stock and 260 shares of common stock held in Ms. Stiefel’s IRA account. Ms. Stiefel disclaims beneficial ownership of the shares
held by Mr. Stiefel.

(4) Represents five shares of common stock and 184 shares of common stock issuable upon the exercise of options that may be exercised within 60 days of January 22, 2025.
(5) Represents 12,500 shares of common stock and 570 shares of common stock issuable upon the exercise of options that may be exercised within 60 days of January 22,

2025.
(6) Represents 3,750 shares of common stock and 570 shares of common stock issuable upon the exercise of options that may be exercised within 60 days of January 22, 2025.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

 
Procedures for Approval of Related Party Transactions

 
A “related party transaction” is any actual or proposed transaction, arrangement or relationship or series of similar transactions, arrangements or relationships,

including those involving indebtedness not in the ordinary course of business, to which we or our subsidiaries were or are a party, or in which we or our subsidiaries were or are
a participant, in which the amount involved exceeded or exceeds the lesser of (i) $120,000 or (ii) one percent of the average of our total assets at year-end for the last two
completed fiscal years and in which any related party had or will have a direct or indirect material interest. A “related party” includes:

 
● any person who is, or at any time during the applicable period was, one of our executive officers or one of our directors;

 
● any person who beneficially owns more than 5% of our common stock;

 
● any immediate family member of any of the foregoing; or

 
● any entity in which any of the foregoing is a partner or principal or in a similar position or in which such person has a 10% or greater beneficial ownership

interest.
 
In connection with the consummation of the IPO we completed in November 2024, our board of directors adopted a written related-party transactions policy. Pursuant

to this policy, the Audit Committee of our board of directors review all material facts of all related-party transactions and either approve or disapprove entry into the related-
party transaction. In determining whether to approve or disapprove entry into a related-party transaction, our Audit Committee shall take into account, among other factors, the
following: (i) the benefits of the transaction; (ii) the terms of the transaction; and (iii) whether the transaction would impact the independence of a Related Party, as defined in
the policy.
 
Related Party Transactions

 
With the exception of the compensation arrangements for our named executive officers and directors, which are describe above, and the transactions set forth below,

we were not a party to any related party transactions during the year ended December 31, 2024 or since December 31, 2024, and there are no currently proposed related-party
transaction that is under consideration by us.

 
Transactions with Tiburon Opportunity Fund, L.P. Between April 19, 2022 and November 8, 2022, Tiburon Opportunity Fund, L.P., as well as the lead investor in

Tiburon Opportunity Fund, L.P. individually (together “Tiburon”), a related party that is a current stockholder of our company that owned more than 10% of our outstanding
common stock as of December 31, 2023 and 2022, purchased our unsecured convertible promissory notes in the aggregate principal amount of $6,311,250 that bore interest at
the rate of 29% per annum and were to mature on July 31, 2024. In connection with the purchase of such unsecured convertible promissory notes, we issued to Tiburon
common stock purchase warrants to purchase up to $2,337,500 shares of common stock after the closing of our November 2024 initial public offering for a purchase price equal
to the purchase price of the shares of common stock to be sold in our November 2024 initial public. In April 2024, we amended the exercise price of such warrants to a fixed
price of $6.00 per share, which fixed the number of shares issuable upon the exercise of such warrants at 389,583 shares.

 
Additionally, in March 2023, Tiburon purchased from us an unsecured convertible promissory note in the principal amount of $1,620,000 that bore interest at the rate

of 29% per annum and was to mature on July 31, 2024. Between May 1, 2023 and September 30, 2023, Tiburon (as well as the lead investor in Tiburon) purchased from us
unsecured convertible promissory notes in the aggregate principal amount of $2,362,500 that bore interest at the rate of 10% per annum and were to mature on July 31, 2024.
Between October 1, 2023 and April 17, 2024, Tiburon purchased from us additional unsecured convertible promissory notes in the aggregate principal amount of $3,247,425
($2,405,500 of principal before exchange into common stock) that bore interest at the rate of 12.5% per annum and were to mature on August 29, 2026. We did not make any
payments of principal or interest on the promissory notes issued to Tiburon (or the lead investor in Tiburon). On November 1, 2023, the convertible promissory notes issued to
Tiburon (as well as the lead investor in Tiburon) in 2022 and prior to August 29, 2023 were exchanged (contingent upon the consummation of the IPO we completed in
November 2024, which contingency is now lifted) for an aggregate of 1,717,559 shares of our common stock. On April 18, 2024, the remaining promissory notes issued to
Tiburon (as well as the lead investor in Tiburon) were exchanged (contingent upon the consummation of the IPO we completed in November 2024, which contingency is now
lifted) for an aggregate of 1,203,783 shares of our common stock.
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DESCRIPTION OF CAPITAL STOCK

 
The following is a summary of the rights of our common stock, certain provisions of our amended and restated certificate of incorporation and our amended and

restated bylaws that became effective upon completion of our November 2024 initial public offering and applicable law. This summary does not purport to be complete and is
qualified in its entirety by the provisions of our amended and restated certificate of incorporation and amended and restated bylaws, copies of which have been filed as exhibits
to the registration statement of which this prospectus is a part.

 
Our authorized capital stock consists of 75,000,000 shares of capital stock, of which 70,000,000 shares are common stock, par value $0.0001 per share, and

5,000,000 shares are preferred stock, par value $0.0001 per share, of which 500,000 shares have been designated Series A Convertible Preferred Stock.
 
Common Stock

 
Voting, Dividend and Other Rights. Each outstanding share of common stock entitles the holder to one vote on all matters presented to the shareholders for a vote.

Holders of shares of common stock have no cumulative voting, pre-emptive, subscription or conversion rights. All shares of common stock to be issued pursuant to this
registration statement will be duly authorized, fully paid and non-assessable. Our board of directors determines if and when distributions may be paid out of legally available
funds to the holders. To date, we have not declared any dividends with respect to our common stock. Our declaration of any cash dividends in the future will depend on the
determination of our board of directors as to whether, considering our earnings, financial position, cash requirements and other relevant factors existing at the time, it appears
advisable to do so. We do not anticipate paying cash dividends on the common stock in the foreseeable future.

 
Rights Upon Liquidation. Upon liquidation, subject to the right of any holders of preferred stock to receive preferential distributions, each outstanding share of

common stock may participate pro rata in the assets remaining after payment of, or adequate provision for, all our known debts and liabilities.
 
Majority Voting. The holders of one-third of the outstanding shares of common stock constitute a quorum at any meeting of the stockholders. A plurality of the votes

cast at a meeting of shareholders elects our directors. The common stock does not have cumulative voting rights. Therefore, the holders of a majority of the outstanding shares
of common stock can elect all of our directors. In general, a majority of the votes cast at a meeting of shareholders must authorize shareholder actions other than the election of
directors. Amendments to our certificate of incorporation require the vote of two thirds of all outstanding voting shares.
 
Preferred Stock

 
Authority of Board of Directors to Create Series and Fix Rights. Under our amended and restated certificate of incorporation, our board of directors is authorized to

issue up to 5,000,000 shares of preferred stock from time to time in one or more series. The board of directors is authorized to fix by resolution as to any series the designation
and number of shares of the series, the voting rights, the dividend rights, the redemption price, the amount payable upon liquidation or dissolution, the conversion rights, and
any other designations, preferences or special rights or restrictions as may be permitted by law. Unless the nature of a particular transaction and the rules of law applicable
thereto require such approval, our board of directors is authorized to issue shares of preferred stock without shareholder approval.
 
Series A Convertible Preferred Stock

 
In May 2024, our board of directors designated 500,000 shares of our authorized shares of preferred stock as Series A Convertible Preferred Stock, par value $0.0001

per share (the “Series A Preferred Stock”). The Series A Preferred Stock has a stated value of $12 per share (the “Series A Stated Value”). As of the date of this prospectus,
494,840 shares of Series A Preferred Stock are issued and outstanding.
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SELLING STOCKHOLDER

 
This prospectus relates to the possible resale from time to time by the Investor of (i) up to 5,000,000 ELOC Shares that we may elect, in our sole discretion, to issue

and sell to the Investor, from time to time under the ELOC Purchase Agreement; and (ii) up to 67,162 Commitment Shares that may be issued to the Investor upon the exercise
of the Commitment Warrant we issued to the Investor as consideration for the Investor’s execution and delivery of the ELOC Purchase Agreement. We and the Investor have
also entered into a letter agreement dated January 23, 2025 under which the Investor has agreed that it will not exercise the Commitment Warrant for a number of shares of
common stock that would give it and its affiliates beneficial ownership of an amount of common stock greater than 1% of the total outstanding common stock after giving
effect to such exercise.

 
For additional information regarding the issuance of shares covered by this prospectus, see the section titled “The Equity Line of Credit” above. We are registering the

shares pursuant to the provisions of the ELOC Registration Rights Agreement we entered into with the Investor on January 23, 2025 in order to permit it to offer the shares for
resale from time to time. Except for the transactions contemplated by the ELOC Purchase Agreement and the ELOC Registration Rights Agreement, and its investment in our
Series B Preferred Stock as contemplated by the ELOC Purchase Agreement and in our initial public offering in November 2024, the Investor has not had any material
relationship with us within the past three years.

 
The Investor is an underwriter, and any underwriters, broker-dealers or agents who are affiliates of broker-dealers that participate in the sale of the shares or interests

therein will be “underwriters,” within the meaning of Section 2(11) of the Securities Act.
 
The table below presents information regarding the Investor and the ELOC Shares that it may offer from time to time under this prospectus. This table is prepared

based on information supplied to us by the Investor, and reflects holdings as of January 22, 2025. The number of shares in the column “Maximum Number of Shares to be
Offered Pursuant to this Prospectus” represents all of the shares that the Investor may offer under this prospectus. The Investor may sell some, all or none of the ELOC Shares
or the Commitment Shares in this offering. We do not know how long the Investor will hold the ELOC Shares or Commitment Shares before selling them, and we currently
have no agreements, arrangements or understandings with the Investor regarding the sale of any of the ELOC Shares or the Commitment Shares. However, on any given trading
day, the Investor may not sell ELOC Shares in an amount greater than twenty percent (20%) of such shares received if the price for such trade is less than the purchase price of
such shares. There shall be no restriction on the percentage of such shares that may be sold by the Investor on any one trading day if the trading price for such sale exceeds the
purchase price of such shares.

 
Beneficial ownership is determined in accordance with Rule 13d-3(d) promulgated by the SEC under the Exchange Act and includes shares with respect to which the

Investor has sole or shared voting and investment power. The percentage of common stock beneficially owned by the Investor prior to the offering shown in the table below is
based on an aggregate of 5,423,611 shares of our common stock outstanding on January 22, 2025. Because the purchase price of the common stock issuable under the ELOC
Purchase Agreement is determined on each Fixed Purchase Date, with respect to a Fixed Purchase, on the applicable VWAP Purchase Date, with respect to a VWAP Purchase,
and on the applicable Additional VWAP Purchase Date, with respect to an Additional VWAP Purchase, the number of shares that may actually be sold by us to the Investor
under the ELOC Purchase Agreement may be fewer than the number of shares being offered by this prospectus. The fourth column assumes the sale of all of the shares offered
by the Investor pursuant to this prospectus.
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PLAN OF DISTRIBUTION

 
The Investor may sell all or a portion of the shares held by it and offered hereby from time to time directly or through one or more underwriters, broker-dealers or

agents. If the shares are sold through underwriters or broker-dealers, the Investor will be responsible for underwriting discounts or commissions or agent’s commissions. The
shares may be sold in one or more transactions at fixed prices, at prevailing market prices at the time of the sale, at varying prices determined at the time of sale or at negotiated
prices. These sales may be effected in transactions, which may involve crosses or block transactions, pursuant to one or more of the following methods:

 
● on any national securities exchange or quotation service on which the securities may be listed or quoted at the time of sale;

 
● in the over-the-counter market;

 
● in transactions otherwise than on these exchanges or systems or in the over-the-counter market;

 
● through the writing or settlement of options, whether such options are listed on an options exchange or otherwise;

 
● ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;

 
● block trades in which the broker-dealer will attempt to sell the shares as agent but may position and resell a portion of the block as principal to facilitate the

transaction;
 

● purchases by a broker-dealer as principal and resale by the broker-dealer for its account;
 

● privately negotiated transactions;
 

● broker-dealers may agree with a selling security holder to sell a specified number of such shares at a stipulated price per share;
 

● a combination of any such methods of sale; and
 

● any other method permitted pursuant to applicable law.
 
The Investor may also sell shares owned by it under Rule 144 promulgated under the Securities Act, if available, rather than under this prospectus. In addition, the

Investor may transfer the shares by other means not described in this prospectus. If the Investor effects such transactions by selling shares to or through underwriters, broker-
dealers or agents, such underwriters, broker-dealers or agents may receive commissions in the form of discounts, concessions or commissions from the Investor or commissions
from purchasers of the shares for whom they may act as agent or to whom they may sell as principal (which discounts, concessions or commissions as to particular
underwriters, broker-dealers or agents may be in excess of those customary in the types of transactions involved). The Investor may sell shares short and deliver shares covered
by this prospectus to close out short positions and to return borrowed shares in connection with such short sales. The Investor may also loan or pledge shares to broker-dealers
that in turn may sell such shares.

 
Under the terms of the ELOC on any given trading day Investor shall not sell shares of Common Stock received by Investor through the normal put of shares by the

Company in an amount greater than twenty percent (20%) of such shares received if the price for such trade is less than the purchase price of the shares. There shall be no
restriction on the percent of such shares that may be sold by Investor on any one trading day if the trading price for such sale exceeds the purchase price of such shares.

 
The Investor may pledge or grant a security interest in some or all of the shares owned by it and, if it defaults in the performance of its secured obligations, the

pledgees or secured parties may offer and sell the shares from time to time pursuant to this prospectus or any amendment to this prospectus under Rule 424(b)(3) or other
applicable provision of the Securities Act amending, if necessary, the Investor to include the pledgee, transferee or other successors in interest as a selling stockholder under this
prospectus. The Investor also may transfer and donate the shares in other circumstances in which case the transferees, donees, pledgees or other successors in interest will be
the selling beneficial owners for purposes of this prospectus.
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LEGAL MATTERS

 
Certain legal matters with respect to the shares of common stock offered hereby will be passed upon by Pryor Cashman LLP, New York, New York.

 
EXPERTS

 
The consolidated financial statements of Heritage Distilling Holding Company, Inc. as of December 31, 2023 and 2022 and for the years then ended have been audited

by Marcum LLP, an independent registered public accounting firm, as stated in their report, which includes an explanatory paragraph regarding our ability to continue as a
going concern, appearing herein. Such consolidated financial statements are included in this prospectus and registration statement in reliance upon the report of Marcum LLP
appearing elsewhere herein, and upon the authority of such firm as experts in accounting and auditing.

 
WHERE YOU CAN FIND MORE INFORMATION

 
We have filed with the SEC a registration statement on Form S-1 under the Securities Act with respect to the securities offered in this prospectus. This prospectus,

which constitutes a part of the registration statement, does not contain all the information set forth in the registration statement and its exhibits and schedules, portions of which
have been omitted as permitted by the rules and regulations of the SEC. For further information about us and our common stock, we refer you to the registration statement and
to its exhibits and schedules. Statements in this prospectus about the contents of any contract, agreement or other document is not necessarily complete and, in each instance,
we refer you to the copy of such contract, agreement or document filed as an exhibit to the registration statement, with each such statement being qualified in all respects by
reference to the document to which it refers. You may inspect the registration statement and its exhibits and schedules and other information on SEC’s website at www.sec.gov.

 
We also maintain a website at www.heritagedistilling.com, at which you may access our SEC filings free of charge as soon as reasonably practicable after they are

electronically filed with, or furnished to, the SEC. The information contained in, or that can be accessed through, our website is not incorporated by reference in, and is not part
of, this prospectus. You may also request a copy of these filings, at no cost, by writing to us at 9668 Bujacich Road, Gig Harbor, Washington 98332, or telephoning us at (253)
509-0008.
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Heritage Distilling Holding Company, Inc.

Condensed Consolidated Balance Sheet
(unaudited) 

 

   
September 30,

2024    
December 31,

2023  
ASSETS            

Current Assets              
Cash   $ 31,845    $ 76,878 
Accounts Receivable     300,488      721,932 
Inventory     3,594,404      2,756,350 
Other Current Assets     1,987,829      1,717,650 

Total Current Assets     5,914,566      5,272,810 
               
Long Term Assets              

Property and Equipment, net of Accumulated Depreciation     5,940,893      6,428,112 
Operating Lease Right-of-Use Assets, net     3,446,225      3,658,493 
Investment in Flavored Bourbon LLC     14,285,222      10,864,000 
Intangible Assets (Note 10)     818,016      — 
Goodwill (Note 10)     636,997      — 
Other Long Term Assets     44,817      44,817 

Total Long Term Assets     25,172,170      20,995,422 
Total Assets   $ 31,086,736    $ 26,268,232 

               
LIABILITIES & STOCKHOLDERS’ DEFICIT              

Current Liabilities              
Accounts Payable   $ 5,795,687    $ 5,228,786 
Accrued Payroll     1,672,147      1,321,298 
Accrued Tax Liability     1,623,407      1,468,994 
Other Current Liabilities     2,143,301      1,827,013 
Operating Lease Liabilities, Current     1,199,185      1,294,706 
Notes Payable, Current     14,415,942      14,270,956 
Convertible Notes at fair value-Current (including related party convertible notes of $8,783,749 and $17,220,203 as of

September 30, 2024 and December 31, 2023, respectively) (See Notes 5 and 15)     18,482,353      36,283,891 
Accrued Interest, Current     1,165,066      1,152,998 

Total Current Liabilities     46,497,088      62,848,642 
               
Long Term Liabilities              

Operating Lease Liabilities, net of Current Portion     2,902,893      3,081,924 
Notes Payable, net of Current Portion     389,875      — 
Convertible Notes (Whiskey Notes) (including related party convertible notes of $5,346,807 and $390,607 as of September 30,

2024 and December 31, 2023, respectively)     14,283,752      1,452,562 
Warrant Liabilities (2022 and 2023 Convertible Notes) (including related party warrant liabilities of $367,401 and $340,918 as of

September 30, 2024 and December 31, 2023, respectively)     856,614      794,868 
Warrant Liabilities (Whiskey Notes) (including related party warrant liabilities of $6,346 and $406,774 as of September 30, 2024

and December 31, 2023, respectively)     18,658      1,512,692 
Other Long Term Liabilities     127,076      — 

Total Long Term Liabilities     18,578,868      6,842,046 
Total Liabilities     65,075,956      69,690,688 

               
Commitments and Contingencies (Note 10)              
               
Stockholders’ Deficit              

Preferred Stock, par value $0.0001 per share; 5,000,000 shares authorized; 494,840 and 0 shares issued and outstanding as of
September 30, 2024 and December 31, 2023, respectively     49      — 

Common Stock, par value $0.0001 per share; 70,000,000 and 10,000,000 shares authorized; 441,914 and 381,484 shares issued
and outstanding as of September 30, 2024 and December 31, 2023, respectively     72      67 

Additional Paid-In-Capital     35,428,726      31,421,953 
Accumulated Deficit     (69,418,067)     (74,844,476)

Total Stockholders’ Deficit     (33,989,220)     (43,422,456)
Total Liabilities & Stockholders’ Deficit   $ 31,086,736    $ 26,268,232 

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

 

F-2



 

 
Heritage Distilling Holding Company, Inc.

Condensed Consolidated Statement of Operations
(unaudited)

 

   
For the Nine Months Ended

September 30,  
    2024     2023  

NET SALES          
Products   $ 4,051,087    $ 3,372,935 
Services     1,258,820      2,152,449 

Total Net Sales     5,309,907      5,525,384 
               
COST OF SALES              

Products     3,428,979      3,459,750 
Services     94,852      675,046 

Total Cost of Sales     3,523,831      4,134,796 
Gross Profit     1,786,076      1,390,588 

               
OPERATING EXPENSES              

Sales and Marketing     3,758,713      4,563,346 
General and Administrative     4,632,016      6,003,594 

Total Operating Expenses     8,390,729      10,566,940 
Operating Loss     (6,604,653)     (9,176,352)

               
OTHER INCOME/(EXPENSE)              

Interest Expense     (1,897,299)     (1,892,563)
Gain on investments     3,421,222      — 
Change in Fair Value of Convertible Notes     8,324,198      (20,230,983)
Change in Fair Value of Warrant Liabilities     1,734,308      (345,709)
Change in fair value of contingency liability     457,127      — 
Other Income     656      3,865 

Total Other Income/(Expense)     12,040,212      (22,465,390)
Income/(Loss) Before Income Taxes     5,435,559      (31,641,742)
Income Taxes     (9,150)     — 
Net Income/(Loss)   $ 5,426,409    $ (31,641,742)

               
Net Income/(Loss) Per Share, Basic   $ 12.37    $ (82.94)

               
Weighted Average Common Shares Outstanding, Basic     428,558      381,518 

               
Net Income/(Loss) Per Share, Diluted   $ (3.12)   $ (82.94)
               
Weighted Average Common Shares Outstanding, Diluted     4,579,822      381,518 

 
The accompanying notes are an integral part of these consolidated financial statements.
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Heritage Distilling Holding Company, Inc.

Condensed Consolidated Statements of Stockholders’ Deficit
(unaudited)

 
     Common Stock     Preferred Stock     Additional            Total  

   
 Number of

Shares       Amount    
Number of

Shares       Amount    
Paid-in
Capital    

Accumulated
Deficit    

Stockholders’
Deficit    

Beginning Balance December 31, 2023     381,484    $ 67      —    $ —    $ 31,421,953    $ (74,844,476)   $ (43,422,456)
Thinking Tree Spirits Acquisition     50,958      5      —      —      (5)     —      — 
Preferred Stock Issued     —      —      494,840      49      1,680,468      —      1,680,517 
Shares Repurchased     (21)     —      —      —      (3,690)     —      (3,690)
Warrants Issued     —      —      —      —      2,330,000      —      2,330,000 
Warrants Exercised     9,493      —      —      —      —      —      — 
Net Income     —      —      —      —      —      5,426,409      5,426,409 

Ending Balance September 30, 2024     441,914    $ 72      494,840    $ 49    $ 35,428,726    $ (69,418,067)   $ (33,989,220)

 
    Common Stock     Preferred Stock     Additional           Total  

   
Number of

Shares     Amount    
Number of

Shares     Amount    
Paid-in
Capital    

Accumulated
Deficit    

Stockholders’
Deficit  

Beginning Balance December 31, 2022     381,616    $ 67      —    $ —    $ 31,414,698    $ (38,046,057)   $ (6,631,291)
Shares Repurchased     (64)                          (10,530)            (10,530)
Share-based Compensation                                 18,594             18,594 
Net Loss     —      —      —      —      —      (31,641,742)     (31,641,742)

Ending Balance September 30, 2023     381,552    $ 67      —    $ —    $ 31,422,762    $ (69,687,799)   $ (38,264,969)

 
The accompanying notes are an integral part of these consolidated financial statements.
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Heritage Distilling Holding Company, Inc.

Condensed Consolidated Statements of Cash Flows
(unaudited)

 

   

For the
Nine Months Ended

September 30,  
    2024     2023  

Net Income / (Loss)   $ 5,426,409    $ (31,641,742)
Adjustments to Reconcile Net Income/(Loss) to Net Cash Used in Operating Activities:              

Depreciation and Amortization Expense     984,329      1,106,265 
Amortization of operating lease right-of-use assets     365,088      366,760 
Loss / (Gain) on disposal of property and equipment     37,154      (1,984)
Gain on Investment     (3,421,222)     — 
Change in Fair Value of Convertible Notes     (8,324,198)     20,230,983 
Change in Fair Value of Warrant Liabilities     (1,734,308)     345,709 
Change in Fair Value of Contingency Liabilities     (457,127)     — 
Non-cash Interest Expense     312,571      320,503 
Non-cash Share-based Compensation     —      18,594 

               
Changes in Operating Assets and Liabilities:              

Accounts Receivable     421,444      (7,432)
Inventory     286,343      595,055 
Other Current Assets     (36,518)     116,349 
Other Long Term Assets     —      76,270 
Accounts Payable     473,729      1,388,931 
Other Current Liabilities     (134,204)     1,539,612 
Operating Lease Liabilities     (427,373)     (521,633)

Net Cash Used in Operating Activities     (6,227,883)     (6,067,760)
               
Cash Flow from Investing Activities              

Purchase of Property and Equipment     (32,125)     (208,053)
Proceeds from Sale of Assets     —      34,350 
Proceeds from Purchase of Thinking Tree Spirits     5,090      — 

Net Cash Used in Investing Activities     (27,035)     (173,703)
               
Cash Flow from Financing Activities              

Proceeds from Notes Payable (including factoring agreements)     694,914      250,000 
Proceeds from Whiskey Notes (including proceeds from related party Whiskey Notes of $1,100,000 and $0 for the nine months ended

September 30, 2024 and 2023, respectively)     3,655,870      — 
Proceeds from Convertible Notes (including proceeds from related party convertible notes of $0 and $1,200,000 for the nine months ended

September 30, 2024 and 2023, respectively)     —      6,165,000 
Repayment of Notes Payable     (139,255)     (144,305)
Common Stock Shares Repurchased     (3,690)     (10,530)
Proceeds from Preferred Stock and warrant issuance     2,025,000      — 
Deferred Transaction Costs associated with S-1 Filing     (22,954)     (213,005)

               
Net Cash Provided by Financing Activities     6,209,885      6,047,160 
Net (Decrease) in Cash     (45,033)     (194,303)

Cash - Beginning of Period     76,878      223,034 

Cash - End of Period   $ 31,845    $ 28,731 

               
Supplemental Cash Flow Information related to Interest Paid & Income Taxes Paid:              
Cash Paid during the Period for:              

Interest Expense   $ 1,584,729    $ 1,572,060 
Income Tax   $ 9,150    $ — 

Cash paid for amounts included in the measurement of lease liabilities   $ —    $ 405,176 
               
Supplemental Schedule of Non-cash Investing and Financing Activities:              

Preferred Stock and warrants issued in exchange for barrels and inventory   $ 1,265,600    $ — 
Preferred Stock and warrants issued in exchange for factoring agreement notes payable including Interest and fees   $ 719,919    $ — 
Unpaid property and equipment additions   $ 43,081    $ 184,110 
Deferred Transaction Costs associated with S-1 Filing in Accounts Payable and Other Current Liabilities   $ 290,204    $ 902,772 
Leased assets obtained in exchange for new operating lease liabilities   $ 152,821    $ 290,060 

 
The accompanying notes are an integral part of these consolidated financial statements.
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Heritage Distilling Holding Company, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

 
NOTE 1 — DESCRIPTION OF OPERATIONS AND BASIS OF PRESENTATION
 

Description of operations — Heritage Distilling Holding Company (“HDHC” or the “Company”) is a Delaware corporation, formed for the purpose of investing in,
managing, and/or operating businesses that are engaged in the production, sale, or distribution of alcoholic beverages. The Company is headquartered in Gig Harbor,
Washington and has one wholly owned subsidiary, Heritage Distilling Company, Inc. (“HDC”) that is included in the consolidated financial statements.

 
HDC has operated since 2011 as a craft distillery making a variety of whiskeys, vodkas, gins and rums as well as RTDs and operates distillery tasting rooms in

Washington and Oregon.
 

Initial Public Offering — On November 25, 2024, the Company closed an initial public offering (“IPO”) of 1,687,500 shares of common stock at $4.00 per share.
Concurrently, the Company also closed a concurrent private offering of 382,205 common warrants to purchase 382,205 shares of common stock at $0.01 per share at $3.99 per
warrant. (See Note 16.)

 
Basis of Presentation — The accompanying condensed consolidated financial statements have been prepared in conformity with accounting principles generally

accepted in the United States of America (“U.S. GAAP”) and include the Company’s wholly-owned subsidiary. All intercompany transactions and balances have been
eliminated in the consolidation process. Certain accounts relating to the prior year have been reclassified to conform to the current period’s presentation. These reclassifications
had no effect on the net loss or net assets as previously reported.

 
Stock Split — On May 11, 2024, the Board and stockholders of the Company approved, and on May 14, 2024 the Company effected, a .57-for-1 reverse stock split.

All share and per share numbers included in these Financial Statements as of and for all periods presented reflect the effect of that stock split unless otherwise noted.
 

Unaudited Interim Financial Information — The accompanying condensed consolidated balance sheet as of September 30, 2024, the condensed consolidated
statement of operations and the condensed consolidated statements of stockholders’ deficit, for the nine months ended September 30, 2024 and 2023, and the condensed
consolidated statement of cash flows for the nine months ended September 30, 2024 and 2023 are unaudited. The unaudited interim condensed consolidated financial
statements have been prepared on the same basis as the audited annual consolidated financial statements and, in the opinion of management, reflect all adjustments, which
include normal recurring adjustments, necessary for the fair statement of the Company’s financial position as of September 30, 2024 and the results of its operations for the
nine months ended September 30, 2024 and 2023 and cash flows for the nine months ended September 30, 2024 and 2023. The financial data and other information disclosed in
these notes related to the nine months ended September 30, 2024 and 2023 are also unaudited. The results for the nine-month periods ended September 30, 2024 are not
necessarily indicative of results to be expected for the year ending December 31, 2024, any other interim periods, or any future year or period.

 
The accompanying condensed consolidated balance sheet as of December 31, 2023 has been derived from the Company’s audited consolidated financial statements for

the year ended December 31, 2023 included in the Company’s registration statement on Form S-1, as amended (File No. 333-279382). These unaudited interim condensed
consolidated financial statements should be read in conjunction with the audited annual consolidated financial statements for the year ended December 31, 2023.

 
Liquidity and Going Concern — The accompanying condensed consolidated financial statements have been prepared in conformity with U.S. GAAP, which

contemplate continuation of the Company as a going concern. The Company’s recurring net losses, negative working capital, increased accumulated deficit and stockholders’
deficit, raise substantial doubt about its ability to continue as a going concern. During the nine months ended September 30, 2024, the Company recorded net income of
approximately $5.4 million (of which approximately $10.5 million stemmed from the net increase in fair value of certain convertible notes, warrants and contingencies and
approximately $3.4 million stemmed from the net gain recognized on investments). During the nine months ended September 30, 2024, the Company reported net cash used in
operations of approximately $6.2 million. On September 30, 2024, the accumulated deficit was approximately $69.4 million and the stockholders’ deficit was approximately
$34.0 million. Excluding the approximately $10.5 million from the nine months ended September 30, 2024 increase in fair value ($10.2 million inception to date increase in fair
value) of the aforementioned convertible notes, warrants and contingencies: the Company would have incurred a net loss for the nine months ended September 30, 2024 of
approximately $5.1 million; at September 30, 2024, the accumulated deficit would have been approximately $59.2 million; and the stockholders’ deficit would have been
approximately $23.7 million. In connection with these condensed consolidated financial statements, management evaluated whether there were conditions and events,
considered in the aggregate, that raise substantial doubt about the Company’s ability to meet its obligations as they become due within one year from the date of issuance of
these financial statements. Management assessed that there were such conditions and events, including a history of recurring operating losses, and negative cash flows from
operating activities, and significant current debt obligations. The financial statements do not include any adjustments that might result from the outcome of this uncertainty.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

 
To the Stockholders and Board of Directors of
Heritage Distilling Holding Company, Inc.
 
Opinion on the Financial Statements

 
We have audited the accompanying consolidated balance sheets of Heritage Distilling Holding Company, Inc. (the “Company”) as of December 31, 2023 and 2022,

the related consolidated statements of operations, stockholders’ equity (deficit) and cash flows for each of the two years in the period ended December 31, 2023, and the related
notes (collectively referred to as the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Company as of December 31, 2023 and 2022, and the results of its operations and its cash flows for each of the two years in the period ended December 31, 2023, in
conformity with accounting principles generally accepted in the United States of America.
 
Going Concern

 
The accompanying financial statements were prepared assuming the Company will continue as a going concern. As more fully described in Note 1, the Company has a

significant working capital deficiency, has incurred significant losses and needs to raise additional funds to meet its obligations and sustain its operations. These conditions raise
substantial doubt about the Company’s ability to continue as a going concern. Management’s plans regarding these matters are also described in Note 1. The financial
statements do not include any adjustments that might result from the outcome of this uncertainty.
 
Basis for Opinion

 
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the Company’s financial statements

based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (“PCAOB”) and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

 
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable assurance

about whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform,
an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an understanding of internal control over financial reporting but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.

 
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing

procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our
audits also included evaluating the accounting principles used and significant estimates made by management and the overall presentation of the financial statements. We
believe that our audits provide a reasonable basis for our opinion.
 
/s/ Marcum LLP
 
Marcum LLP
 
We have served as the Company’s auditor since 2022.
 
Costa Mesa, California
May 13, 2024 (except for the effects of the reverse stock split described in Note 1, as to which the date is July 5, 2024)
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Heritage Distilling Holding Company, Inc.

Consolidated Balance Sheet
 

   
As of

December 31,  
    2023     2022  
ASSETS            

Current Assets          
Cash   $ 76,878    $ 223,034 
Accounts Receivable     721,932      494,714 
Inventory     2,756,350      3,641,895 
Other Current Assets     1,717,650      1,089,734 

Total Current Assets     5,272,810      5,449,377 
               
Long Term Assets              

Property and Equipment, net of Accumulated Depreciation     6,428,112      7,683,163 
Operating Lease Right-of-Use Assets, net     3,658,493      3,841,480 
Investment in Flavored Bourbon LLC     10,864,000      10,864,000 
Other Long Term Assets     44,817      121,087 

Total Long Term Assets     20,995,422      22,509,730 
Total Assets   $ 26,268,232    $ 27,959,107 

               
LIABILITIES & STOCKHOLDERS’ DEFICIT              

Current Liabilities              
Accounts Payable   $ 5,228,786    $ 3,153,423 
Accrued Payroll     1,321,298      989,850 
Accrued Tax Liability     1,468,994      1,287,728 
Other Current Liabilities     1,827,013      997,363 
Operating Lease Liabilities, Current     1,294,706      1,453,456 
Notes Payable, Current     14,270,956      13,883,471 
Convertible Notes Payable (including related party convertible notes of $17,220,203 and $0 as of December 31, 2023 and 2022,

respectively) (See Notes 5 and 15)     36,283,891      — 
Accrued Interest, Current     1,152,998      88,065 

Total Current Liabilities     62,848,642      21,853,356 
               
Long Term Liabilities              

Operating Lease Liabilities, net of Current Portion     3,081,924      3,285,726 
Convertible Notes Payable (2022 and 2023 Convertible Notes) (including a related party convertible note of $0 and $3,476,057

as of December 31, 2023 and 2022, respectively)     —      8,041,000 
Convertible Notes Payable (Whiskey Notes) (including a related party convertible note of $390,607 and $0 as of December 31,

2023 and 2022, respectively)     1,452,562      — 
Warrant Liabilities (2022 and 2023 Convertible Notes) (including a related party warrant liability of $340,918 and $187,181 as of

December 31, 2023 and 2022, respectively)     794,868      433,000 
Warrant Liabilities (Whiskey Notes) (including a related party warrant liability of $406,774 and $0 as of December 31, 2023 and

2022, respectively)     1,512,692      — 
Accrued Interest, net of Current Portion     —      977,316 

Total Long-Term Liabilities     6,842,046      12,737,042 
Total Liabilities     69,690,688      34,590,398 

               
Commitments and Contingencies (Note 10)              

               
Stockholders’ Deficit              

Common Stock, par value $0.0001 per share; 10,000,000 and 3,000,000 shares authorized as of December 31, 2023 and 2022
respectively; 381,484 and 381,555 shares issued and outstanding as of December 31, 2023 and 2022, respectively     67      67 

Additional Paid-In-Capital     31,421,953      31,414,699 
Accumulated Deficit     (74,844,476)     (38,046,057)

Total Stockholders’ Deficit     (43,422,456)     (6,631,291)
Total Liabilities & Stockholders’ Deficit   $ 26,268,232    $ 27,959,107 

 
The accompanying notes are an integral part of these consolidated financial statements.
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Heritage Distilling Holding Company, Inc.

Consolidated Statement of Operations 
 

   
For the Years Ended

December 31,  
    2023     2022  
NET SALES            

Products   $ 5,136,482    $ 5,228,682 
Services     2,834,742      3,080,884 

Total Net Sales     7,971,224      8,309,566 
               

COST OF SALES              
Products     4,963,176      5,245,106 
Services     857,007      852,034 

Total Cost of Sales     5,820,183      6,097,140 
Gross Profit     2,151,041      2,212,426 

               
OPERATING EXPENSES              

Sales and Marketing     5,938,315      6,441,449 
General and Administrative     7,477,285      7,598,319 

Total Operating Expenses     13,415,600      14,039,768 
Operating Loss     (11,264,559)     (11,827,342)

               
OTHER INCOME (EXPENSE)              

Interest Expense     (2,526,740)     (2,611,371)
Change in Fair Value of Convertible Notes     (22,764,854)     2,117,636 
Change in Fair Value of Warrant Liabilities     (240,159)     148,364 
Other Income     4,892      (87,402)

Total Other Expense     (25,526,860)     (432,773)
Loss Before Income Taxes     (36,791,419)     (12,260,115)
Income Taxes     (7,000)     (8,101)
Net Loss   $ (36,798,419)   $ (12,268,216)

               
Net Loss Per Share, Basic and Diluted   $ (96.45)   $ (32.18)

               
Weighted Average Common Shares Outstanding, Basic and Diluted     381,543      381,266 

 
The accompanying notes are an integral part of these consolidated financial statements.
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Heritage Distilling Holding Company, Inc.

Consolidated Statements of Stockholders’ Deficit
 

    Common Stock     Additional           Total  

   
Number of

Shares     Amount    
Paid-in
Capital    

Accumulated
Deficit    

Stockholders’
Deficit  

Beginning Balance December 31, 2022     381,555    $  67    $ 31,414,699    $ (38,046,057)   $ (6,631,291)
Shares Repurchased     (71)     —      (11,340)     —      (11,340)
Share-based Compensation     —      —      18,594      —      18,594 
Net Loss     —      —      —      (36,798,419)     (36,798,419)

Ending Balance December 31, 2023     381,484    $ 67    $ 31,421,953    $ (74,844,476)   $ (43,422,456)

 
    Common Stock     Additional           Total  

   
Number of

Shares     Amount    
Paid-in
Capital    

Accumulated
Deficit    

Stockholders’
Deficit  

Beginning Balance December 31, 2021     381,163    $    67    $ 30,988,020    $ (25,777,841)   $ 5,210,246 
Shares Repurchased     (82)     —      (12,960)     —      (12,960)
Share-based Compensation     —      —      86,659      —      86,659 
Warrants Issued     —      —      303,000      —      303,000 
Warrants Exercised     474      —      49,980      —      49,980 
Net Loss     —      —      —      (12,268,216)     (12,268,216)

Ending Balance December 31, 2022     381,555    $ 67    $ 31,414,699    $ (38,046,057)   $ (6,631,291)

 
The accompanying notes are an integral part of these consolidated financial statements.
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Heritage Distilling Holding Company, Inc.

Consolidated Statements of Cash flows
 

   
For the Years Ended

December 31,  
    2023     2022  
Net Loss   $ (36,798,419)   $ (12,268,216)
Adjustments to Reconcile Net Loss to Net Cash Used in Operating Activities:              

Depreciation Expense     1,430,240      1,512,661 
Amortization of operating lease right-of-use assets     492,806      377,169 
Loss on disposal of property and equipment     43,290      38,383 
Non-cash Warrant Issued     —      303,000 
Change in Fair Value of Convertible Notes     22,764,854      (2,117,636)
Change in Fair Value of Warrant Liabilities     240,159      (148,364)
Non-cash Interest Expense     435,373      917,645 
Non-cash Share-based Compensation     18,594      86,659 

               
Changes in Operating Assets and Liabilities:              

Accounts Receivable     (227,218)     (270,243)
Inventory     885,547      685,011 
Other Current Assets     61,230      875,198 
Other Long Term Assets     76,270      — 
Accounts Payable     1,078,467      1,359,727 
Other Current Liabilities     1,691,432      (42,613)
Operating Lease Liabilities     (672,371)     (604,987)

Net Cash Used in Operating Activities     (8,479,746)     (9,296,606)
               

Cash Flow from Investing Activities              
Purchase of Property and Equipment     (26,512)     (639,383)
Proceeds from Sale of Asset     2,400      25,000 

Net Cash Used in Investing Activities     (24,112)     (614,383)
               

Cash Flow from Financing Activities              
Proceeds from Notes Payable     250,000      250,000 
Proceeds from Whiskey Notes (including proceeds from related party Whiskey Notes of $800,000 for the year ended December 31,

2023)     2,975,000      — 
Proceeds from Convertible Notes (including proceeds from related party convertible notes of $2,950,000 and $4,675,000 for the

Twelve months ended December 31, 2023 and 2022, respectively)     5,590,000      10,740,000 
Debt Issuance Cost     —      (6,250)
Repayment of Notes Payable     (183,062)     (892,622)
Repayment of Finance Lease Obligations            (52,703)
Proceeds from Warrant exercised            49,980 
Deferred Transaction Costs associated with S-1 Filing     (262,896)     — 
Deferred Transaction Costs associated with Business Combination     —      (146,700)
Common Stock Shares Repurchased     (11,340)     (12,960)

Net Cash Provided by Financing Activities     8,357,702      9,928,745 
Net Increase (Decrease) in Cash     (146,156)     17,756 

Cash – Beginning of Period     223,034      205,278 
Cash – End of Period   $ 76,878    $ 223,034 

               
Supplemental Cash Flow Information related to Interest Paid & Income Taxes Paid:              
Cash Paid during the Period for:              

Interest Expense   $ 2,091,366    $ 1,693,726 
Income Tax Expense   $ 7,000    $ 8,101 

               
Supplemental Schedule of Non-cash Investing and Financing Activities:              

Right-of-use assets obtained in exchange for new operating lease
liabilities   $ 290,060    $ 4,218,649 

Deferred Transaction Costs associated with S-1 Filing in Accounts Payable and Other Current Liabilities   $ 1,020,004    $ 562,117 
Unpaid property and equipment additions   $ 194,366    $ 3,175 

 
The accompanying notes are an integral part of these consolidated financial statements.
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Heritage Distilling Holding Company, Inc.
Notes to Consolidated Financial Statements

 
NOTE 1 — DESCRIPTION OF OPERATIONS AND BASIS OF PRESENTATION

 
Description of operations — Heritage Distilling Holding Company (“HDHC” or the “Company”) is a Delaware corporation, for the purpose of investing in,

managing, and/or operating businesses that are engaged in the production, sale, or distribution of alcoholic beverages. The Company is headquartered in Gig Harbor,
Washington and has one wholly owned subsidiary, Heritage Distilling Company, Inc., (“HDC”) that is included in the consolidated financial statements.

 
HDC has operated since 2011 as a craft distillery making a variety of whiskeys, vodkas, gins and rums as well as RTDs and operates distillery tasting rooms in

Washington and Oregon.
 

Business Combination Agreement — On December 9, 2022, the Company entered into a business combination agreement (as amended, the “Business Combination
Agreement”) with a publicly-traded special purpose acquisition company (“SPAC”). On May 18, 2023, the Business Combination Agreement was terminated and deferred
expenses related to the transaction were expensed. Subsequent to the termination of the Business Combination, the Company contemplates an initial public offering (“IPO”).

 
Basis of Presentation — The accompanying consolidated financial statements have been prepared in conformity with accounting principles generally accepted in the

United States of America (“U.S. GAAP”) and include the Company’s wholly-owned subsidiary. All intercompany transactions and balances have been eliminated in the
consolidation process. Certain accounts relating to the prior year have been reclassified to conform to the current period’s presentation. These reclassifications had no effect on
the net loss or net assets as previously reported.

 
Stock Split — On May 14, 2024, the Board and Shareholders of the Company approved a .57-for-1 reverse stock split. All share and per share numbers included in

these Financial Statements as of and for the years ended December 31, 2023 and 2022 reflect the effect of that stock split unless otherwise noted.
 

Liquidity and Going Concern — The accompanying consolidated financial statements have been prepared in conformity with U.S. GAAP, which contemplate
continuation of the Company as a going concern. The Company’s recurring net losses, negative working capital, increased accumulated deficit and stockholders’ deficit, raise
substantial doubt about its ability to continue as a going concern. During the year ended December 31, 2023, the Company incurred a net loss of approximately $36.8 million
(of which approximately $23.0 million of the net loss stemmed from the increase in fair value of certain convertible notes and warrants) and reported net cash used in
operations of approximately $8.3 million. On December 31, 2023, the accumulated deficit was approximately $74.8 million and the stockholders’ deficit was approximately
$43.4 million. Excluding the approximately $23.0 million from the 2023 increase in fair value ($20.7 inception to date increase in fair value) of the aforementioned convertible
notes and warrants: the Company would have incurred a 2023 net loss of approximately $13.8 million; reported net cash used in operations of approximately $8.5 million; at
December 31, 2023, the accumulated deficit would have been approximately $51.8 million and the stockholders’ deficit would have been approximately $20.4 million. In
connection with these consolidated financial statements, management evaluated whether there were conditions and events, considered in the aggregate, that raise substantial
doubt about the Company’s ability to meet its obligations as they become due within one year from the date of issuance of these financial statements. Management assessed that
there were such conditions and events, including a history of recurring operating losses, and negative cash flows from operating activities, and significant current debt
obligations. The financial statements do not include any adjustments that might result from the outcome of this uncertainty.

 
As of December 31, 2023, the Company believes its current cash balances coupled with anticipated cash flow from operating activities may not be sufficient to meet

its working capital requirements for at least one year from the date of the issuance of the accompanying consolidated financial statements. The Company has issued an
aggregate principal amount of $22,146,023 in unsecured 2022 and 2023 convertible notes, plus an additional $2,975,000 in the current round of Whiskey Special Ops 2023
Notes (See Notes 5 and 16) to various new and existing investors including a related party, which together, have generated net cash proceeds of $19,305,000 through December
31, 2023.
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