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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

The unaudited interim financial statements of Minerco Resources, Inc. follow. All currency references in this report
are to U.S. dollars unless otherwise noted.

Index
Consolidated Balance Sheets (unaudited)
Consolidated Statements of Expenses (unaudited)
Consolidated Statements of Cash Flows (unaudited)
Consolidated Notes to the Unaudited Financial Statements
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Minerco Resources, Inc.
Consolidated Balance Sheets
(unaudited)

ASSETS
Cash

Accounts Receivable
Inventory
Prepaid Expenses, Current
Current Assets
Other Assets
Investments
Property and Equipment, net
Prepaid Expenses, Noncurrent
Goodwill
Intangible Assets, net
Total Assets
LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current Liabilities
Accounts payable and accrued liabilities

Note Payable

Accounts Payable — Related Party

Convertible debt, net unamortized discount $180,822

Capital Lease Obligations, Current

Line of Credit

January 31,
2015
(Successor)
$ 137,656
882,686
325,230
162,084

1,507,656

16,938
134,009
250,000
716,940
101,495

$ 2,727,038

$ 1,946,036
149,970

272,455

69,178

49,102

68,590

July 31,
2014
(Predecessor)

$ -
412,569
294,454
6,280

713,303

26,875

147,802

$ 887,980

$ 1,275,852

180,958

45,660

134,190
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Derivative liabilities 835,537 -
Total Current Liabilities 3,390,868 1,636,660
Capital Lease Obligations, Noncurrent 5,169 38,849
Long-term Debt, net of current 1,550,000

Total Liabilities 4,946,037 1,675,509

Stockholders’ Deficit
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Series A Convertible Preferred stock, $0.001 par value, 25,000,000 shares
authorized, 15,000,000 outstanding at January 31, 2015 for Successor and no shares
authorized or issued at July 31, 2014 for Predecessor 15,000

Series B Convertible Preferred stock, $0.001 par value, 2,000,000 shares

authorized, 376,000 outstanding at January 31, 2015 for Successor and no shares

authorized or outstanding at July 31, 2014, for Predecessor 376
Series C Convertible Preferred stock, $0.001 par value, 1,000,000 shares

authorized, 500,000 outstanding at January 31, 2015 for Successor and no shares

authorized or outstanding at July 31, 2014, for Predecessor 500

Common stock, $0.001 par value, 3,500,000,000 shares authorized, 3,275,805,877
and outstanding at January 31, 2015 for Successor and no shares authorized or

outstanding at July 31, 2014 for Predecessor 3,275,806
Additional paid-in capital 21,410,712
Accumulated Other Comprehensive Income (Loss) (19,294)
Accumulated deficit (26,098,966)
Total Minerco stockholders’ Deficit (1,415,866)
Noncontrolling Interest (803,133)
Total Stockholders’ Deficit (2,218,999)
Total Liabilities and Stockholders’ Deficit $ 2,727,038

85,470
(73,125)
(799,874)

(787,529)

(787,529)

$ 887,980

The accompanying notes are an integral part of these unaudited consolidated financial statements
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Minerco Resources, Inc.

Consolidated Statements of Comprehensive Income (Loss)

(unaudited)
November 1, October 25,
2014 Through 2014 through
January 31, January 31,
2015 2015
(Successor) (Successor)
Sales 740,985 768,609
Cost of Goods Sold 605,736 626,151
Gross Profit 135,249 142,458
Amortization and Depreciation 13,500 13,500
Selling and Marketing 128,376 128,376
General and Administrative 996,864 1,024,915
Total Operating Expenses 1,138,740 1,166,791
Net Loss from Operations (1,003,491 ) (1,024,333
Other Income (Expenses):
Interest Expense, net (63,645 ) (64,632
Gain/(Loss) on Derivative Liability (476,187) (476,187
Contract Term Fees 2,000 2,000
Gain/(Loss) on Debt for Equity
Swap (462,202 ) (462,202
Accretion Expense (115,397 ) (115,397
Total Other Expenses (1,115,431 ) (1,116,418
Net loss $(2,118,922 ) (2,140,751
Net loss attributable to
Noncontrolling interest (162,123 ) (176,410
Net loss attributable to Minerco $(1,956,799 ) (1,964,341
Preferred Stock Dividends $(28,107 ) (12,985
Net loss attributable to common
shareholders (1,928,692 ) (1,951,356

Total Other Comprehensive
Income (Loss)
Unrealized gain (loss) on AFS

securities (22,275 ) (19,294
Total Other Comprehensive

Income (Loss) $(22,275 ) (19,294
Other Comprehensive Income (18,284 ) (15,578

(Loss) attributable to

)
)

August 1,

2014
Through

October 24,

2014

475,803
335,197
140,606
11,021

261,938
272,959

(132,353

(17,465

(17,465

$ (149,818

$ (149,818
$ -

(149,818

9,356

$ 9,356

Three
Months
Ended

January 31,

2014

474,098
327,313
146,785
11,021

254,458
265,479

(118,694

(13,756

5,673

(8,083

(126,777

(126,777

(126,777

(126,777

)

Six Months

ended
to January
31,2014

(Predecessor) (Predecessor) (Predecessor)

1,105,891
804,964
300,927
22,042

562,396
584,438

(283,511

(21,070
7,673
(13,397

$(296,908

$(296,908
$-

(296,908

$(296,908

)

)

)
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noncontrolling interest
Other Comprehensive Income

(Loss) attributable to Minerco $(3,991 ) (3,716 ) $9,356 (126,777 ) $(296,908 )
Total Comprehensive Income

(Loss) (1,932,683 ) (1,955,072 ) (140,462 ) (126,777 ) (296,908 )
Net Loss Per Common Share —

Basic and Diluted $(0.00 ) (0.00 ) $(0.08 ) (0.08 ) $(0.19 )
Weighted Average Common

Shares Outstanding 3,024,508,072  3,008,176,828 1,680,000 1,552,747 1,526,230

The accompanying notes are an integral part of these unaudited consolidated financial statements
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Minerco Resources, Inc.
Consolidated Statements of Cash Flows

(unaudited)
The Period
October 25, to
January 31,
2015

(Successor)
Cash Flows from Operating Activities
Net income (loss) for the period $ (2,140,751)
Adjustments to reconcile net loss to net cash used in operating
activities:
Net loss attributable to noncontrolling interest 176,410
Unrealized gain on AFS (19,294 )
Share based Compensation 186,276
(Gain)/Loss on Derivatives 476,187
(Gain)/Loss on Debt for Equity Swap 462,202
Amortization and Depreciation 13,500
Accretion Expense 115,397
Changes in operating assets and liabilities:
Accrued Expenses 369,047
Prepaids 16,610
Investment 19,293
Accounts payable and accrued liabilities (61,628 )
Accounts Receivable (530,854 )
Inventory (34,797 )
Accounts payable- related party 442,250
Net Cash Used in Operating Activities (510,152 )
Cash Flows from Investing Activities
Acquisition of AFS Security -
Net Cash Used in Investing Activities -
Cash Flows from Financing Activities
Proceeds from long-term debt 700,000
Repayments of Notes Payable (9,300 )
Proceeds from line of credit, net -
Repayments of Capital Lease (15,521 )
Proceeds from Parent -
Repayments of Line of Credit (34,133 )

Proceeds from Members -
Repayments of Capital Lease -

The Period
August 1,
2014 to
October 24,
2014
(Predecessor)

(149,818 )

(5,016 )
(125,038 )
166,735

(102,116 )

(27,500 )

150,000
(31,467 )
26,750
14,717 )

Six months
Ended
January 31,
2014

(Predecessor)

(296,908 )

750

222,425
(128,721
136,303

(44,109

(90,000

(90,000

(15,000
99,488

28,253

10
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Proceeds from Notes Payable 5,812 - -

Net Cash Provided by Financing Activities 646,858 103,066 112,741
Net change in cash 136,706 950 (21,368 )
Cash, Beginning of Period 950 - 24,623
Cash, End of Period $ 137,656 950 3,255

Supplemental disclosures of cash flow information

Cash paid for interest - 17,465 21,070
Cash paid for income taxes - - -
Non Cash investing and Financing activities:

Net liabilities of Successor 2,768,739 - -
Net liabilities of Predecessor 1,611,274 - -
Increase in fair value of assets due to Acquisition (42,573) - -
Resolution of derivative liabilities 782,853 - -
Conversion of Preferred B to Common shares 183,500 - -
Debt and accrued interest converted into common shares 171,218 - -
Conversion of Preferred B to Preferred C 500 - -

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

11
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Minerco Resources, Inc.
Consolidated Notes to the Financial Statements
(unaudited)

1. Basis of Presentation

The accompanying unaudited interim financial statements of Minerco Resources, Inc. (“Minerco” or the “Company”),
have been prepared in accordance with accounting principles generally accepted in the United States of America and

the rules of the Securities and Exchange Commission (the “SEC”), and should be read in conjunction with the audited
financial statements and notes thereto contained in Minerco’s Annual Report filed with the SEC on Form 10-K. In the
opinion of management, all adjustments, consisting of normal recurring adjustments, necessary for a fair presentation

of financial position and the results of operations for the interim periods presented have been reflected herein. The
results of operations for interim periods are not necessarily indicative of the results to be expected for the full
year. Consolidated Notes to the Financial Statements which substantially duplicate the disclosure contained in the
audited financial statements for fiscal 2014 as reported in Minerco’s Form 10-K have been omitted.

On October 24, 2014, through its subsidiary, Level 5 Beverage Company, Inc.(the “Purchaser”) (“Level 5”), the Company
entered into an Agreement (the “Membership Interest Purchase Agreement”) with Avanzar Sales and Distribution, LLC,

a California Limited Liability Company (“Avanzar”) to acquire an initial thirty percent (30%) equity position and
fifty-one percent (51%) voting interest for the Purchase Price of $500,000 with an option to acquire an additional
twenty-one percent (21%) interest and Second Option to acquire up to seventy-five percent (75%) of Avanzar. The
acquisition broadens our base in the beverage industry through vertical integration. The acquisition was accounted for

in accordance with ASC 805, Business Combinations.

The Acquisition has been accounted for in accordance with accounting principles generally accepted in the United
States (“U.S. GAAP”) for business combinations and accordingly, the Company’s assets and liabilities, excluding
deferred income taxes, were recorded using their fair value as of October 24, 2014. Under SEC rules, Avanzar is
considered the predecessor business to Minerco given Avanzar’s significant size compared to Minerco at the date of
acquisition

The basis of presentation is not consistent between the successor and predecessor entities and the financial statements
are not presented on a comparable basis. As a result, the accompanying consolidated statements of operations, cash
flows and comprehensive income (loss) are presented for two different reporting entities:

Successor — relates to the financial periods and balance sheets succeeding the Membership Interest Purchase
Agreement; and
Predecessor — relates to the financial periods preceding the Acquisition (prior to October 24, 2014).

Unless otherwise indicated, the “Company” as used throughout the remainder of the notes, refers to both the Successor
and Predecessor.

2. Going Concern

Minerco Resources, Inc. (the “Company”) was incorporated in Nevada on June 21, 2007. The Company was engaged in
the exploration stage from its June 21, 2007 (inception) to May 27, 2010. In May 2010, it shifted it focus to
developing, producing, and providing clean, renewable energy solutions in Central America. On October 16, 2012,

the Company added an additional line of business, Level 5 Beverage Company, Inc., a progressive specialty beverage

12
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retailer which is now its primary focus. The Company has decided to divest of itself of its clean, renewable energy
projects in Central America. The Company has evaluated its clean energy projects in Central America and has
determined they are too capital intensive to pursue at this time.

The Company has transitioned its focus to its specialty beverage market retailer, Level 5 Beverage Company, Inc. and
its products.

These financial statements have been prepared on a going concern basis, which implies the Company will continue to

realize it assets and discharge its liabilities in the normal course of business. During the three month period ended

January 31, 2015, the Company has an accumulated deficit and minimal revenue. The continuation of the Company as

a going concern is dependent upon the continued financial support from its shareholders, the ability of the Company to

obtain necessary equity financing to continue operations, and the attainment of profitable operations. These factors

raise substantial doubt regarding the Company’s ability to continue as a going concern. These financial statements do
not include any adjustments to the recoverability and classification of recorded asset amounts and classification of
liabilities that might be necessary should the Company be unable to continue as a going concern.

The Company intends to fund operations through equity and debt financing arrangements, which may be insufficient
to fund its capital expenditures, working capital and other cash requirements for the year ending July 31, 2015.

13
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Minerco Resources, Inc.
Consolidated Notes to the Financial Statements
(unaudited)

3. Accounting Policies

Revenue recognition — The Company recognizes revenue when persuasive evidence exists, services have been
rendered, the sales price is fixed or determinable, and collectability is reasonable assured. This typically occurs when
the product is shipped for our manufacturing business and when it is delivered for our distribution business. We
review the need for a sales allowance quarterly based on historical experience with each customer and the specifics of
each arrangement. There were no sales allowance for the periods August 1, 2014 to October 24, 2014, October 25,
2014 to January 31, 2015 and the three and six months ended January 31, 2014.

Inventories - Inventories consist primarily of raw materials and packaging (which includes ingredients and supplies)
and finished goods. Inventories are valued at the lower of cost or market. We determine cost on the basis of first-in,
first-out methods.

Goodwill and Other Intangible Assets - We classify intangible assets into three categories: (1) intangible assets with
definite lives subject to amortization, (2) intangible assets with indefinite lives not subject to amortization and

(3) goodwill. We determine the useful lives of our identifiable intangible assets after considering the specific facts and
circumstances related to each intangible asset. Factors we consider when determining useful lives include the
contractual term of any agreement related to the asset, the historical performance of the asset, the Company's
long-term strategy for using the asset, any laws or other local regulations which could impact the useful life of the
asset, and other economic factors, including competition and specific market conditions. Intangible assets that are
deemed to have definite lives are amortized, primarily on a straight-line basis, over their useful lives, generally
ranging from 1 to 20 years. Refer to Note 4.

When facts and circumstances indicate that the carrying value of definite-lived intangible assets may not be
recoverable, management assesses the recoverability of the carrying value by preparing estimates of sales volume and
the resulting gross profit and cash flows. These estimated future cash flows are consistent with those we use in our
internal planning. If the sum of the expected future cash flows (undiscounted and without interest charges) is less than
the carrying amount, we recognize an impairment loss. The impairment loss recognized is the amount by which the
carrying amount of the asset (or asset group) exceeds the fair value. We use a variety of methodologies to determine
the fair value of these assets, including discounted cash flow models, which are consistent with the assumptions we
believe hypothetical marketplace participants would use.

We test intangible assets determined to have indefinite useful lives, including trademarks, franchise rights and
goodwill, for impairment annually, or more frequently if events or circumstances indicate that assets might be
impaired. Our Company performs these annual impairment reviews as of the first day of our third fiscal quarter. We
use a variety of methodologies in conducting impairment assessments of indefinite-lived intangible assets, including,
but not limited to, discounted cash flow models, which are based on the assumptions we believe hypothetical
marketplace participants would use. For indefinite-lived intangible assets, other than goodwill, if the carrying amount
exceeds the fair value, an impairment charge is recognized in an amount equal to that excess.

The Company has the option to perform a qualitative assessment of indefinite-lived intangible assets, other than
goodwill, prior to completing the impairment test described above. The Company must assess whether it is more
likely than not that the fair value of the intangible asset is less than its carrying amount. If the Company concludes that
this is the case, it must perform the testing described above. Otherwise, the Company does not need to perform any

14
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further assessment.

The goodwill impairment test consists of a two-step process, if necessary. The first step is to compare the fair value of
a reporting unit to its carrying value, including goodwill. We typically use discounted cash flow models to determine
the fair value of a reporting unit. The assumptions used in these models are consistent with those we believe
hypothetical marketplace participants would use. If the fair value of the reporting unit is less than its carrying value,
the second step of the impairment test must be performed in order to determine the amount of impairment loss, if any.
The second step compares the implied fair value of the reporting unit's goodwill with the carrying amount of that
goodwill. If the carrying amount of the reporting unit's goodwill exceeds its implied fair value, an impairment charge
is recognized in an amount equal to that excess. The loss recognized cannot exceed the carrying amount of goodwill.

The Company has the option to perform a qualitative assessment of goodwill prior to completing the two-step process
described above to determine whether it is more likely than not that the fair value of a reporting unit is less than its
carrying amount, including goodwill and other intangible assets. If the Company concludes that this is the case, it
must perform the two-step process. Otherwise, the Company will forego the two-step process and does not need to
perform any further testing.

Impairment charges related to intangible assets are generally recorded in the line item other operating charges or, to
the extent they relate to equity method investees, in the line item equity income (loss) — net in our consolidated
statements of income.

Trade Accounts Receivable - Trade accounts receivable are recorded at the invoiced amount and do not bear interest.
We review the need for an allowance for doubtful accounts quarterly based on historical experience with each
customer and the specifics of each arrangement. There were no allowance for doubtful accounts for the periods
August 1, 2014 to October 24, 2014, October 25, 2014 to January 31, 2015 and the three and six months ended
January 31, 2014.

Property, Plant and Equipment - Property, plant and equipment obtained in business acquisitions are recorded at their
estimated fair value as of the acquisition date. Expenditures for new property, plant and equipment, and improvements
that extend the useful life or functionality of the asset are recorded at their cost of acquisition or construction.
Depreciation on property, plant and equipment is provided using the straight-line method over their estimated useful
lives. Maintenance costs are expensed as incurred.

Gains or losses arising on the disposal of property, plant and equipment are determined as the difference between the
proceeds from disposal and the carrying amount of the asset, and are included in other income (expense) in the
consolidated statements of operations and comprehensive loss.

Investments - Investments include available-for-sale securities. The net unrealized gains or losses on available-for-sale
securities are recorded as a component of accumulated other comprehensive income, net of income taxes.

15
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Minerco Resources, Inc.
Consolidated Notes to the Financial Statements
(unaudited)

4. Intangible Assets

Intangible Assets, net, at January 31, 2015 and July 31, 2014 consists of:

January 31,
2015 July 31, 2014
(Successor) (Predecessor)
VitaminFIZZ Name Licensing Rights $ 30,000 -
Vitamin Creamer 75,000 -
Accumulated Amortization $ (3,505) -
Intangible Assets, net $ 101,495 -

On February 26, 2013, the Company entered into an Agreement (the “Premium Product Development Agreement’) with
Power Brands, LLC, a California Limited Liability Company (“Power Brands”) to render product development services
for Level 5 Beverage Company, Inc. (“Level 5”). On February 26, 2013, the Company entered into an Agreement (the
“Prototype Development Agreement”) with Power Brands to render prototype development services for Level 5. On
November 21, 2013, through its subsidiary, Level 5 Beverage Company, Inc., the Company entered into an
Agreement with VITAMINFIZZ, L.P, a California Limited Partnership where the Company acquired the exclusive
rights in North America to use VitaminFIZZ® on and in connection with the marketing, distribution and sale of the
Brand. On June 24, 2014, Level 5 Beverage Company, Inc., a subsidiary of Minerco Resources, Inc. entered into an
Agreement, effective June 20, 2014, with Vitamin Creamer LP, a limited partnership, where, among other things,
Level 5 bought all right, title and interest to the (i) the Trademark “Vitamin Creamer”, and (ii) formulas and certain
other intellectual property rights related to the Brand and the Products. The Company amortization expense of $1,753
and $0 during the three months ended January 31, 2015 and 2014 respectively and amortization expense of $3,505
during the six months ended January 31, 2015 and 2014 respectively. The VitaminFIZZ Name Licensing Rights are
being amortized over the remainder of the initial term of the 5 year licensing agreement. Vitamin Creamer was
determined to have an indefinite useful life.

10
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Minerco Resources, Inc.
Consolidated Notes to the Financial Statements
(unaudited)

5. Property and Equipment, Net

Equipment, net, at January 31, 2015 and July 31, 2014 consists of:

January 31,

2015 July 31,2014

Useful Life (Successor) (Predecessor)
Furniture and Fixtures 5 years $ 6,297 -
Computer and Equipment 3 years 2,413 -

Remaining life of

Leasehold Improvements lease 830 -
Capital Leases Term of lease 266,017 266,017
Accumulated Depreciation (141,548) (118,215)
Property and Equipment, net $ 134,009 147,802

Depreciation expense was $0, $11,021 and $11,021 for the period October 25, to January 31, 2015, for the period
August 1 to October 24, 2014 and for the three months ended January 31, 2014 respectively.

6. Inventory

Inventory, at January 31, 2015 and July 31, 2014 consists of:

January 31,
2015 July 31, 2014

(Successor) (Predecessor)
Raw Materials $ 29,790 -
Work in progress - -
Finished Goods 295,440 294,454
Inventory, net $ 325,230 294,454
11
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Minerco Resources, Inc.
Consolidated Notes to the Financial Statements
(unaudited)

7. Prepaid Expenses

Prepaid Expenses, Current at January 31, 2015and July 31, 2014 consists of:

January 31,
2015 July 31, 2014
(Successor) (Predecessor)
Prepaid Product Marketing $ 144,012 -
Prepaid Rent 2,021 -
Prepaid Other 16,051 6,280
Prepaid Expenses $ 162,084 6,280

On the June 25, 2014, the Company through its subsidiary, Level 5 Beverage Company, Inc. (“Level 5”), entered into a
Brand Licensing Agreement with VitaminFizz, LP (“Licensor”) which was effective November 21, 2013. Level 5
agreed to pay a licensing fee of $250,000 and no royalties shall be made to Licensor until such time as the aggregate
royalty payments earned by Licensor exceed $250,000. The $250,000 has been classified as Prepaid Expenses,
Noncurrent on the balance sheet.

8. Avanzar Acquisition

On October 24, 2014, through its subsidiary, Level 5 Beverage Company, Inc.(the “Purchaser”) (“Level 5”), the Company
entered into an Agreement (the “Membership Interest Purchase Agreement”) with Avanzar Sales and Distribution, LL.C
(“Company”), a California Limited Liability Company (‘““Avanzar”) to acquire an initial thirty percent (30%) equity
position and fifty-one percent (51%) voting interest for the Purchase Price of $500,000 with an option to acquire an
additional twenty-one percent (21%) interest and Second Option to acquire up to seventy-five percent (75%) of

Avanzar. The acquisition broadens the Company’s base in the beverage industry through vertical integration. The
acquisition was accounted for in accordance with ASC 805, Business Combinations.

Purchase Price.

(a) The consideration payable by the Purchaser to Avanzar for the Initial Membership Interests acquired on the Initial
Closing Date was Five Hundred Thousand Dollars ($500,000), of which was all payments have been made under this
agreement. One hundred fifty thousand dollars ($150,000) was paid prior to the Membership Purchase Agreement.

(b) The consideration payable by the Purchaser to Avanzar for the Option to acquire twenty-one percent (21%) of the
Membership Interests to be acquired upon exercise of the Option is an aggregate amount of Four Hundred Thousand
Dollars ($400,000) which is payable within five days of Company’s receipt of a notice from Purchaser of its exercise
of the Option, if Purchaser exercises the Option.

(c) The consideration payable by the Purchaser to Avanzar for the Second Option Membership Interests to be acquired

upon exercise of the Second Option (the “Second Option Purchase Price”) is equal to the greater of (i) an amount equal
to three times the EBIT (earnings before interest and taxes) of Avanzar for the prior fiscal year; or (ii) One Million

18
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Seven Hundred Fifty Thousand Dollars ($1,750,000).

12
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Minerco Resources, Inc.
Consolidated Notes to the Financial Statements
(unaudited)

In the three months January 31, 2015, there was a purchase price allocation adjustment resulting in a reduction of total
assets in the amount of $165,864 and a reduction of total liabilities in the amount of $199,882 which resulted in a
reduction of goodwill in the amount of $10,205. Due to the acquisition of Avanzar there was a change in fair value of

the net liabilities acquired of $42,573.

Avanzar Purchase Price Allocation

Purchase Price paid in Cash
Payable to Avanzar

Noncontrolling interest
Fair value of net assets (liabilities) acquired

Goodwill resulting from acquisition

Avanzar Condensed Statement of Net Assets Acquired

Cash

Inventory

Prepaids
Investments

Capital Leases
Account Receivables
Total Assets

AP & Accrued Liabilities
Line of Credit

Notes Payable

Capital Lease Obligations
Total Liabilities

Fair value of net assets acquired

$

$

October 24,
2014

300,000
200,000

506,193
(723,132)

716,940

October 24,
2014

950
170,293
6,280
36,231
136,781
537,606
888,142

(1,285,301)
(102,723 )
(153,458 )
(69,792 )
(1,611,274)

(723,132 )

The following unaudited pro forma information presents a summary of Minerco’s Condensed Consolidated Statement
of Operations for the respective periods, as if the acquisition and related financing of Avanzar occurred on August 1,

2014:

Three months  Three months Six months
ended January ended ended January

Six months

ended January
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Revenues
Net loss
Total Comprehensive Loss

9. Investments
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31, 2015 January 31, 31, 2015 31,2014
2014

$ 740,985 $ 474,098 $ 1,244412 $ 1,105,891
(2,118,922) (149,818 ) (2,290,569) (296,908 )
(1,932,683) (140,462 ) (2,095,534) (296,908 )

The Company owns equity securities through its subsidiary Avanzar which were received for services performed
which it accounts for as available-for-sale securities. As of January 31, 2015, securities amounted to

$6,938. Unrealized loss for the period October 25, 2014 to January 31, 2015 was $19,294. Additionally, we owned a
50% equity stake in a brand purchased for $10,000 in 2011 through our subsidiary Avanzar. The investment was
accounted for as a deposit on brand development. The brand has not yet been released commercially and as of
January 31, 2015, it is valued at $10,000.

13
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10. Fair Value of Financial Instruments

ASC 820, “Fair Value Measurements”, requires an entity to maximize the use of observable inputs and minimize the use
of unobservable inputs when measuring fair value. ASC 820 establishes a fair value hierarchy based on the level of
independent, objective evidence surrounding the inputs used to measure fair value. A financial instrument’s
categorization within the fair value hierarchy is based upon the lowest level of input that is significant to the fair value
measurement. ASC 820 prioritizes the inputs into three levels that may be used to measure fair value:

Level 1 applies to assets or liabilities for which there are quoted prices in active markets for identical assets or
liabilities.

Level 2 applies to assets or liabilities for which there are inputs other than quoted prices that are observable for the
asset or liability such as quoted prices for similar assets or liabilities in active markets; quoted prices for identical
assets or liabilities in markets with insufficient volume or infrequent transactions (less active markets); or
model-derived valuations in which significant inputs are observable or can be derived principally from, or
corroborated by, observable market data.

Level 3 applies to assets or liabilities for which there are unobservable inputs to the valuation methodology that are
significant to the measurement of the fair value of the assets or liabilities.

The Company’s financial instruments consist principally of cash, accounts payable and accrued liabilities, and due to
related party. Pursuant to ASC 820, the fair value of our cash equivalents is determined based on “Level 1” inputs,
which consist of quoted prices in active markets for identical assets. The Company believes that the recorded values of
all of the other financial instruments approximate their current fair values because of their nature and respective
maturity dates or durations.

The following table sets forth by level with the fair value hierarchy the Company’s financial assets and liabilities
measured at fair value on January 31, 2015.

Level 1 Level 2 Level 3 Total
Assets $ 6,938 $ - $ - $ 6,938
Liabilities
Derivative Financial Instruments $ = $ = $ 835,537 $ 835,537

The following table sets forth by level with the fair value hierarchy the Company’s financial assets and liabilities
measured at fair value on July 31, 2014 for the Company pre-acquisition of Avanzar.

Level 1 Level 2 Level 3 Total
Assets $ 23,250 $ - $ - $ 23,250
Liabilities
Derivative Financial Instruments $ - $ - $ -- $ 0

11. Convertible note payable and derivative liabilities
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Prior the acquisition date and during the period August 1, 2014 to October 24, 2014, Minerco had received proceeds
of $250,000 from a convertible promissory note. The note carries an interest rate of 8%. The note is convertible at a
variable conversion price of 50% of the market price and shall be calculated using the lowest trading days during the
preceding 20 days before conversion. Minerco also had $159,250 in convertible promissory notes in remaining
outstanding balances as of October 24, 2014. These notes carry interest rates between 0% and 8% and are convertible
at a variable conversion price of a fixed price of $0.00025 or 50% of the market price and shall be calculated using the
lowest trading days during the preceding 5 to 20 days before conversion. The total principal due at October 24, 2014
and January 31, 2015 is $409,250 with an unamortized discount of $296,219 resulting in a balance of $113,031 and
$250,000 with an unamortized discount of $180,822 resulting in a balance of $69,178 respectively.

Avanzar does not have any derivative liabilities as of January 31, 2015 or July 31, 2014.

Due to their being no explicit limit to the number of shares to be delivered upon settlement of the above conversion
options embedded in the Convertible Promissory Notes, the options are classified as derivative liabilities and recorded
at fair value.

Derivative Liability:

Prior the acquisition date and during the period August 1, 2014 to October 24, 2014, Minerco had received proceeds
of $250,000 from a convertible promissory note. The note carries an interest rate of 8%. The note is convertible at a
variable conversion price of 50% of the market price and shall be calculated using the lowest trading days during the
preceding 20 days before conversion. Minerco also had $159,250 in convertible promissory notes in remaining
outstanding balances as of October 24, 2014. These notes carry interest rates between 0% and 8% and are convertible
at a variable conversion price of a fixed price of $0.00025 or 50% of the market price and shall be calculated using the
lowest trading days during the preceding 5 to 20 days before conversion. The total principal due at October 24, 2014
and January 31, 2015 is $409,250 and $250,000 respectively with an unamortized discount of $296,219 and $180,822
resulting in a balance of $113,031 and $69,178 respectively.

The fair values of the convertible notes were determined to be $835,537 using a Black-Scholes option-pricing
model. Upon the issuance dates of the Convertible Promissory Notes, $250,000 was recorded as debt discount and
$235,037 was recorded as day one loss on derivative liability. During the six months ended January 31, 2015 and
2014, the Company recorded a loss on mark-to-market of the conversion options of $3,173,416 and $0, respectively.
As of January 31, 2015 and July 31, 2014, the aggregate unamortized discount is $6,146 and $0, respectively.

14
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The following table summarizes the derivative liabilities included in the consolidated balance sheet at January 31,
2015:

Balance at July 31, 2014 (Predecessor)

Minerco pre-merger 630,135
Debt discount 250,000
Day one loss on fair value 235,037
Loss on change in fair value 2,893,781
Write off due to conversion (3,173,416)
Balance at January 31, 2015 (Successor) 835,537

Pursuant to ASC 815, “Derivatives and Hedging,” the Company recognized the fair value of the embedded conversion
feature of all the notes of $992,153. The initial fair value of the derivative liability was determined using the Black
Scholes option pricing model with a quoted market price of $0.0045 to $0.012, a conversion price of $0.00025 to
$0.0046, expected volatility of 27% to 270%, no expected dividends, an expected term of one year and a risk-free
interest rate of 0.01% to 0.10%. The discount on the convertible loan is accreted over the term of the convertible loan.
During the period October 25, 2014 to ended January 31, 2015, the Company recorded accretion of $115,397.

12. Debt

Prior to the Acquisition date of October 24, 2014, Minerco had outstanding balances of $1,350,000 on its line of credit
and $25,000 in notes payable under Level 5. Both of these are described below.

Minerco Line of Credit

On May 1, 2014, Minerco Resources, Inc. (“we” or the “Company”) entered into an Agreement (the “Line of Credit”) with
Post Oak, LLC (the “Lender”), where, among other things, the Company and Lender entered into a Line of Credit
Financing Agreement in the principal sum of up to Two Million Dollars ($2,000,000.00), or such lesser amount as

may be borrowed by the Company as Advances under this line of credit (the “Line of Credit”). As of October 24 and
January 31, 2015, the Company had $1,350,000 and $1,550,000 outstanding under the line of credit respectively.

During the three months and six months ended January 31, 2015, the Company converted $534,601 of principal and
interest of the line of credit into 307,000 Series B Preferred shares and recorded a loss of $438,949 due the difference
between the fair market value of $973,550 and note and interested converted to settle the debt.

The summary of the Line of Credit is as:

This Line of Credit bears interest at the rate of ten percent (10.00%) per annum.

The entire outstanding principal amount of this Line of Credit is due and payable on April 30, 2016 (the “Maturity
Date™).

Advances. Subject to the provisions of Section 2 below, the Company has the right, at any time or from time to time

prior to the Maturity Date to request loans and advances from the Lender (individually an “Advance” and collectively,
the “Advances”). Each such Advance is to be considered a legal promissory note, is to be in the amount of $250,000,
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and is to be reflected on Schedule A to this Line of Credit and initialed as received by an officer or director of the
Company. The Lender is not be under any obligation to make advances under this Line of Credit.

Use of Proceeds. All proceeds received by the Company from each Advance made by the Lender under this Line of
Credit are to be used by the Company for expenses incurred by the Company in connection with working capital and
any other operating expenses determined to be necessary by the Company.

Interest Payments, Balloon Payment. The Company pays interest at the rate of ten percent (10.00%) per annum,
calculated on a per day basis for each Advance made by Lender, and the Company is obligated to make one interest
payment in twelve (12) months and one interest payment in eighteen (18) months. The Company is obligated to make

a payment for the entire unpaid balance of all Advances, plus any accrued unpaid interest, as per a “balloon” payment, in
two (2) years from the date of the Line of Credit.

Security. As security for the Line of Credit, immediately upon the first Advance made by Lender to the Company, the
Company is obligated to cause and/or direct Preferred Class “C” Shares of Minerco Resources, Inc. (“MINE”) to be issued
to Lender. The amount of shares shall be sufficient to provide adequate security to the Lender for any Advances made

to the Company, and is to be reasonably determined by the parties at a later date. The company agreed to contact its
transfer agent Worldwide Stock Transfer to initiate this issuance, with all proper corporate approvals.

15
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During the year ended July 31, 2014, Level 5 received proceeds of $50,000 from promissory notes. These notes have
an interest rate of 10% and mature between July 6, 2014 and July 24, 2014. The total principal due as of October 24
and January 31, 2015 is $25,000 and $0 respectively.

During the three months and six months ended January 31, 2015, the Company converted $27,747 of principal in
interest of the notes payable into 6,000,000 shares of common stock and recorded a loss of $23,253 due the difference

between the fair market value of $51,000 and note and interested converted to settle the debt.

Avanzar Notes Payable

Avanzar has received proceeds from various unrelated third parties and these notes have an interest rate of between
8% and 12% and mature between February 28, 2015 and December 31, 2015. The total principal due as of January 31,
2015 is $153,458. A schedule of the notes payable are below:

Principal at
7/31/2014

20,000
20,000
10,000
20,000
49,970

@ L PH L L

10,000
20,000
20,000

@ LH L

Principal at
1/31/2015

20,000
20,000
10,000
20,000
49,970

L L L L P

10,000
20,000
0

L PH P

Interest Rate

8 %

8 %

8 %

8 %

12 %
Non-interest
bearing

8 %

8 %

Maturity

On demand

On demand

On demand

On demand
August 31, 2015

On Demand
December 31, 2015
On demand

The holders of the non-on demand notes above with maturity dates have the right to convert the unpaid principal at
maturity into conversion units at the rate of one dollar and no cents. If the holders convert, these conversions do not
impact the equity ownership of the Company, they will come out of the pre-existing members’ equity ownership.

Avanzar Line of Credit

On May 27, 2014, Avanzar signed a line of credit with BFS West Capital for a principal amount of $168,000 payable
over 15 months. As of January 31, 2015, $68,590 is outstanding. The current interest rate is 29.6%
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13. Common Stock

Prior to the Acquisition date of October 24, 2014, Minerco had issued the below shares during the period August 1,
2014 to October 24, 2014.

During the period August 1, 2014 to October 24, 2014, the Company issued 353,597,475 common shares for the
conversion of $156,785 convertible promissory notes. These notes converted at conversion rates between $0.00025

and $0.0026.

On August 8, 2014, the Company issued 250,000 common shares for consulting services. The shares vested
immediately. The fair value of these shares was determined to be $2,850 and was expensed as stock compensation.

On September 3, 2014, the Company issued 10,000,000 common shares for consulting services. The shares vested
immediately. The fair value of these shares was determined to be $82,000 and was expensed as stock compensation.

On September 4, 2014, the Company issued 12,000,000 common shares for consulting services. The shares vested
immediately. The fair value of these shares was determined to be $94,800 and was expensed as stock compensation.

On September 4, 2014, the Company issued 8,000,000 common shares for consulting services. The shares vested
immediately. The fair value of these shares was determined to be $63,200 and was expensed as stock compensation.

On September 8, 2014, the Company issued 250,000 common shares for consulting services. The shares vested
immediately. The fair value of these shares was determined to be $1,725 and was expensed as stock compensation.

On September 16, 2014, the Company issued 1,000,000 common shares under the Key Employee and Distributor
Incentive Plan in two (2) transactions. The shares vested immediately. The fair value of these shares was determined

to be $6,700 and was expensed as stock compensation.

On October 8, 2014, the Company issued 250,000 common shares for consulting services. The shares vested
immediately. The fair value of these shares was determined to be $1,625 and was expensed as stock compensation.

Subsequent to the Acquisition date of October 24, 2014, Minerco has issued following shares:

On November 8, 2014, the Company issued 250,000 common shares for consulting services. The shares vested
immediately. The fair value of these shares was determined to be $1,000 and was expensed as stock compensation.
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On December 11, 2014, the Company issued 250,000 common shares for consulting services. The shares vested
immediately. The fair value of these shares was determined to be $925 and was expensed as stock compensation.

On January 6, 2015, the Company exchanged 60,000 shares of Series B Preferred for 30,000,000 shares of common
stock.

On January 6, 2015, the Company exchanged 207,000 shares of Series B Preferred for 103,500,000 shares of common
stock.

On January 9, 2015, the Company issued 250,000 common shares for consulting services. The shares vested
immediately. The fair value of these shares was determined to be $1,775 and was expensed as stock compensation.

On January 16, 2015, the Company issued 2,000,000 common shares under the Key Employee and Distributor
Incentive Plan in three (3) transactions. The shares vested immediately. The fair value of these shares was
determined to be $22,800 and was expensed as stock compensation.

On January 28, 2015, the Company issued 6,000,000 shares to settle debt and interest of $27,747 and recorded a loss
of $23,253.

On January 30, 2015, the Company exchanged 100,000 shares of Series B Preferred for 50,000,000 shares of common
stock.

During the period October 25, to January 31, 2015, the Company issued, 254,780,279 common shares for the
conversion of $171,218 convertible promissory notes. These notes converted at conversion rates between $0.00025
and $0.00255.

14. Preferred Stock