
AVUA$CORPORATION$
CHAIRMAN’S$LETTER$Q3$2018$

$
Dear$Noteholders$and$Shareholders$of$Avua$Corporation:$
$
As$Avuá$grows$our$distribution$footpint$in$the$U.S.$market,$we$have$secured$about$
thirty$percent$of$current$volume$in$the$premium$Cachaça$category.$$Q3$reflected$
strong$growth$overall$with$some$key$markets$that$softened.$$$$As$we$move$to$close$
out$the$year,$we$are$pushing$to$hit$our$projections$for$2018.$
$

$
!
SALES!GROWTH$
$
The$Avuá$brand$continues$to$grow$in$the$majority$of$its$markets$in$Q3$2018.$$$Year$
to$date$depletions$are$7,035$4.5L$cases.$$The$majority$of$this$was$in$existing$markets$
particularly$California,$Nevada$and$Illinois.$
$
Total$depletions$for$the$quarter$totaled$2,683$cases,$with$total$year$case$sales$at$
7,035$4.5L.$$This$reflects$a$28.4%$growth$rate$from$the$year$prior.$$Sales$were$2,730$
cases,$with$59%$prata,$26.3%$amburana,$6.5%$balsamo$and$8.2%$the$remaining$
SKUs.$$$
$
$
$
$



$
$
MONTH! DEPLETIONS!(CY)$ DEPLETIONS!

(PY)!
YOY!

July$ 955.49$ 671.5$ 42%$
August$ 935.94$ 765.62$ 22%$
September$ 791.44$ 652.46$ 21.3%$
TOTAL$ 2,683$ 2,089.48$ 28.4%$
$
Key$markets$to$watch$are$the$following:$
$
California)
Driven$by$increased$engagement$from$Young’s,$sales$support,$and$strength$in$
Southern$California,$the$state$grew$to$603$cases$depleted$versus$484$in$the$past$
year.$$This$is$in$spite$or$re`organization$headwinds$at$the$Avuá$distributor$partner,$
Young’s$Market$Company.$
$
Florida$
Florida$in$general$has$been$a$historically$challenging$market;$however,$with$a$
change$in$sales$strategy$the$market$depleted$130$cases$versus$103$the$year$prior,$
returning$it$to$growth.$$This$remains$a$focus$market$as$the$second$largest$spirits$
market$in$the$country$with$a$climate$good$for$Prata$sales.$$Management$is$seeking$to$
add$sales$representation$in$this$market.$
$
Illinois)and)the)Midwest$
The$Midwest$in$general$has$been$a$strong$component$to$growth,$with$Illinois$
leading$the$pack$at$147$cases$depleted$to$112$from$the$year$prior.$$Similar$markets$
include$Michigan$(39$versus$12),$Minnesota$(38$versus$19),$Missouri$(24$versus$0),$
Nebraska$(27$versus$13),$Ohio$(65$versus$33).$$This$market$group$remains$a$prime$
candidate$for$adding$sales$support.$
$



New)York$
New$York$contracted$slightly$with$578$cases$versus$612$from$the$year$prior$given$
shifts$in$management$and$on$premise$sales$focus$of$our$distributor.$$While$this$is$a$
concern,$management$has$taken$corrective$action$to$refocus$the$sales$force.$$
Additionally,$the$year$prior$had$the$benefit$of$an$off`premise$focus$from$the$Empire$
distribution$team$which$it$did$not$have$this$year.$
$
Texas$
After$the$out`of`market$issues$of$Q1,$Texas$is$a$slow$performer$and$has$in$fact$
contracted$to$46$cases$versus$74$from$the$year$prior$after$moving$to$the$new$
distributor$partner,$Victory$Wines.$$While$management$is$concerned$about$this,$we$
are$attempting$to$hire$up$in$other$markets$to$refocus$founder$attention$on$this$
market.$
$
EMEA$
The$European$markets,$while$a$small$contributor$to$the$overall$sales,$have$been$
increasing$with$the$lead$horse$of$the$United$Kingdom$(24$cases),$Italy$(47$versus$
28),$and$Germany$(27$versus$10).$$$

$
FINANCE!
$
The$Company$had$total$sales$in$Q3$of$$329,764$USD,$with$a$total$gross$profit$of$
$192,046$and$operating$income$of$($13,786)$versus$prior$year$operating$income$of$
($67,341),$a$reduction$in$loss$of$80%.$$This$reflects$revenue$growth$of$36%$with$



expenses$growing$4%$on$the$same$period.$$With$changes$in$tax$rates$for$2018$with$
rebates$being$issued$in$2019,$we$believe$that$this$will$be$revised$upwards.$
$
Of$these$sales$numbers$on$a$dollar$basis,$51.6%$of$sales$were$prata,$31.5%$
amburana,$6.4%$balsamo$and$10.5%$other$SKUs.$
$
Key$cost$categories$include$an$increase$in$marketing$spend,$up$25%$to$$19,565$due$
to$event$costs$at$Tales$of$the$Cocktail.$$Human$resources$expenses$are$up$19%$due$
to$additional$hires$and$retention$costs.$$$
$
The$major$concern$is$finance$charges$which$increased$a$dramatic$223%.$$This$is$
largely$due$to$a$high`interest$loan$taken$out$earlier$this$year,$as$well$as$use$of$
factoring.$$We$are$looking$to$find$additional$financing$as$the$business$would$be$
largely$profitable$without$these$finance$fees.$
$
In$summary,$the$business$has$been$increasing$on$a$revenue$basis$with$profitability$
increasing.$$$We$thank$you$for$your$support.$
$
Sincerely,$
$
$
Nathan$Whitehouse$
Chairman$


