AUDITED FINANCIAL STATEMENTS
PROVIDENCE FOUNDATION OF SAN FRANCISCO
(a nonprofit corporation)

SAN FRANCISCO, CALIFORNIA

December 31, 2025



TABLE OF CONTENTS

PAGE
Independent Auditor’s Report 3-4
Financial Statements:
Statement of Financial Position 5
Statement of Activities and Changes in Net Assets 6
Statement of Functional Expenses 7
Statement of Cash Flows 8
Notes to Financial Statements 9-16




To the Board of Directors of
Providence Foundation of San Francisco
San Francisco, California

Opinion

We have audited the accompanying financial statements of Providence Foundation of San Francisco (a nonprofit
organization), which comprise the statement of financial position as of December 31, 2025, and the related statements
of activities, statement of change and cash flows for the year then ended, and the related notes to the financial
statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Providence Foundation of San Francisco as of December 31, 2025, and the changes in its net assets and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the Providence Foundation of San
Francisco and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating
to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Providence Foundation of San Francisco’s ability to
continue as a going concern within one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore it is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.



e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Providence Foundation of San Francisco’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Providence Foundation of San Francisco’s ability to continue as a going concern for
areasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

The Buxton Group
Franklin Thompson, CPA

Eronklin T1
Sacramento, California

March 18, 2026



PROVIDENCE FOUNDATION OF SAN FRANCISCO

Statement of Financial Position
as on December 31,2025

ASSETS

Cash and cash equivalents
Short-term investments- Other
Grant and accounts receivable-net
Prepaid expenses
Property and equipment

Vehicle (van)

Less: Accumulated depreciation

Fixed assets, net

Total Assets
LIABILITIES AND NET ASSETS

LIABILITIES
Current Liability
Accounts payable
Accrued expenses
Accrued salaries and payroll taxes payable
Accrued vacation payable
Other current liability
Contingent liability

Non-Current Liability
Settlement Liability

TOTAL LIABILITIES
NET ASSETS
Without donor restrictions
With donor restrictions

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

27,643
(27,643)

2025

$ 1,000,009
$ 308,918.00
$ 535,581.00
$ 173,517.00
$ -

$ 2,018,025.00
$ 591.00
$ 38,266.00
$ 141,899.00
$ 60,580.00
$ 11,831.00
$ -

$ 304,505.00
$ 557,672.00
$ 1,258,565.00
$ 201,788.00
$ 1,460,353.00
$ 2,018,025.00




PROVIDENCE FOUNDATION OF SAN FRANCISCO
Statement of Activities and Changes in Net Assets

For the year ended December 31,2025

REVENUES AND SUPPORT
Supports
Grants and donations
Donations
Total Support

Revenue
Reimbursement contracts:
Government programs
Services
Other revenue
Interest revenue
Total Revenue

Net assets released from restriction
TOTAL REVENUES AND SUPPORTS
EXPENSES

Program services

Management and general

Total Expenses

INCREASE (DECREASE) IN NET ASSETS

Net assets, beginning of year
Prior year earned adjustments

NET ASSETS, END OF YEAR

Without
Donor With Donor
Restrictions Restriction Total
1,861 $ - 1,861
1,861 0 1,861
3,919,562 - 3,919,562
966,219 966,219
27,860 - 27,860
14,277 - 14,277
4,927,918 - 4,927,918
- (919) (919)
4,929,779 (919) 4,928,860
4,770,336 - 4,770,336
923,881 - 923,881
5,694,216 - 5,694,216
(764,437) (919) (765,357)
2,014,760 202,708 2,217,468
8,242 8,242
1,258,564 $ 201,789 1,460,353




PROVIDENCE FOUNDATION OF SAN FRANCISCO
STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended December 31,2025

Youth Services Housing Placement Family Shelter Total Managerial Total

Salaries & wages $ 62,545 $ 56,309 $ 1,468,954 § 1,587,808 $ 84,543 $ 1,672,351
Payroll taxes 4,681 5,264 117,917 127,862 8,422 136,284
Workers' compensation 946 1,974 70,338 73,258 298 73,557
Fringe benefits 10,359 6,621 186,419 203,399 22,370 225,769
Staff training - 1,188 10,307 11,494 2,396 13,890
Bad Debts - - - - 62,209 62,209
Settlement Expense - - - - 298,534 298,534
Accounting - - - - 180,331 180,331
Building maintenance - 718 19,789 20,507 4,118 24,625
Food supplies - - 596,109 596,109 23,555 619,664
Clients need (program related) 450 194 1,486 2,130 - 2,130
Lodging clients 193 19,499 819,332 839,023 -24,615 814,408
Consulting and professionals - - 75,906 75,906 296,937 372,843
Depreciation expense 26 120 3,400 3,545 294 3,839
Disallowed expenses- CCSF - - - - 1,646 1,646
Equipment purchases - - 3,555 3,555 2,399 5,954
Insurance 1,705 1,635 50,269 53,610 17,830 71,440
Janitorial & cleaning supply - 6,975 9,662 16,637 14,259 30,897
Legal fees - - - - 97,089 97,089
Legal expenses (contingent liability) - - - - 75,074 75,074
Office supplies 22 2,414 13,269 15,705 9,891 25,596
Payroll processing fees - - 2,910 2,910 27,020 29,929
Printing & clerical help - 1,182 10,746 11,928 8,539 20,467
Other Program Expenses - - - - 1,529 1,529
Rent - 24,750 750,000 774,750 29,250 804,000
Travel & meals - 373 139 512 1,361 1,873
Utilities - 6,247 7,846 14,094 5,662 19,756
Finance cost - - - - 5,971 5,971
Other expenses 8,194 18,538 308,863 335,594 -333,030 2,564
Total Expenses $ 89,120 $ 154,002 $ 4,527,214 $ 4,770,336 $ 923,881 $ 5,694,216




PROVIDENCE FOUNDATION OF SAN FRANCISCO
Statement of Cash Flow
For the year Ended December 31,2025

CASH FLOWS FROM OPERATING ACTIVITIES

Changes in net assets $ (765,357)
Adjustments to reconcile changes in net assets to net cash used in operating activities:
Depreciation expenses 3,839
Prior year earned revenue adjustment 8,242
Loss on disposal of fixed assets 0

Decrease(increase) in:

Short-term investment 840,129
Accounts receivable 254,733
Prepaid expenses (135,925)
Increase(decrease) in:
Accounts Payable (26,625)
Accrued expenses (43,007)
Accrued salaries and payroll taxes payable 129,343
Accrued vacation payable (110)
Other current liability 11,831
Contingent Liability (480,724)
Settlement Liability 304,505
NET CASH USED BY OPERATING ACTIVITIES 100,874
INCREASE (DECREASE) IN CASH 100,874
Cash balance- January 1, 2025 899,135
CASH BALANCE- December 31,2025 $ 1,000,009




PROVIDENCE FOUNDATION OF SAN FRANCISCO
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

A. GENERAL AND ORGANIZATION

Providence Foundation of San Francisco (the "Organization") is a California nonprofit organization
established to improve the quality of life in the San Francisco Hunter's Point and Bay View Communities and
empower individuals to become self-reliant by providing programs, services, education, and training.

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Method of Accounting

The Organization maintains its books and prepares its financial statements and exempt tax returns using the
accrual basis of accounting.

Basis of Presentation

The financial statements of the Providence Foundation of San Francisco have been prepared on the accrual
basis accepted in the United States of America (U.S. GAAP). On August 18, 2016, the FASB issued ASU 2016-14
Not-for-Profit Entities (Topic 958) Presentation of Financial Statements of Not- for-Profit Entities. The
amendments classify net assets in only two classes: net assets without donor restrictions and net assets with
donor restrictions. In effect, the class net assets with donor restrictions are a combination of temporarily
restricted net assets and permanently restricted net assets. Accordingly, the Providence Foundation of San
Francisco classifies its net assets and changes in net assets as follows

- Net Assets without donor restrictions - Net assets that are not subject to donor-imposed restrictions
or the donor-imposed restrictions have expired.

- Net Assets with donor restriction - Net assets that are subject to donor-imposed restrictions that may
or will be met either by actions of Providence Foundation of San Francisco and/or by the passage of time,
and net assets that are to be held in perpetuity as directed by donors. The income from these net assets is
available to support activities as designated by the donors.

Revenues are reported as an increase in net assets without donor restrictions unless use of the related assets
is limited by donor-imposed restrictions. Expenses are reported as decreases in net assets without donor
restrictions. Gains and losses on assets and liabilities are reported as increases or decreases in net assets
without donor restrictions unless their use is restricted by explicit donor restrictions or by law.

Use of Estimate

In preparing the financial statements in conformity with U.S. GAAP, management is required to make
estimates and assumptions that affect certain reported amounts and disclosures. These estimates and
assumptions affect the reported amounts of assets and liabilities and disclosure of contingent liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the reporting
period. Actual results may differ from these estimates due to differing assumptions or conditions.

Cash and Cash Equivalents
Cash and equivalents consist of cash on hand and highly liquid investments with original or remaining

maturities of three months or less.



PROVIDENCE FOUNDATION OF SAN FRANCISCO
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a functional basis in
the Statement of Activities and the Statement of Functional Expenses. Accordingly, certain costs have been
allocated among the programs and supporting services benefited.

The financial statements report certain categories of expenses attributable to one or more programs or
supporting services of the Organization. Those expenses include depreciation, human resources, facilities,
and finance department expenses. Depreciation is allocated based on asset use and full-time equivalents
("FTE") since there is no clear bifurcation of space amongst program or supporting services. The various
program department expenses, which include occupancy costs, are allocated based on FTE. Finance and other
miscellaneous expenses are allocated based on budgeted revenue.

Concentration of Credit Risk

Financial instruments that potentially subject the Organization to concentration of credit risk consist of cash
deposits and investments. Cash balances are insured by the Federal Deposit Insurance Corporation (FDIC) up
to $250,000 per banking institution. As of December 31, 2025, there were combined cash deposits of
$749,518 in excess of FDIC limits.

Balances in investment accounts are insured up to $500,000, including a limit of $250,000 for cash, by the
Securities Investor Protection Corporation ("SIPC"). As of December 31, 2025, there was a balance of
$749,518 of cash deposits and investments in excess of SIPC limits. Investments are subject to a formal
investment policy, which provides for diversification and oversight.

Management believes that the Organization is not exposed to any significant credit risk related to cash,
equivalents, and investments.

Accounts and Grant Receivable

Management'’s policy is to consider receivables as fully collectible and to charge amounts to operations only
in the period in which they are determined to be uncollectible. However, accounting principles generally
accepted in the United States of America require the use of the allowance method to recognize bad debts,
whereby expected credit losses are estimated and recorded in the period in which the related receivables are
recognized.

In light of this requirement, the matter was addressed during the audit by recording an audit adjustment
journal entry to establish bad debt expense and an allowance for doubtful accounts. As of December 31, 2025,
the resulting bad debt expense recognized amounted to $62,209.

Investment

Investments are stated at fair value. Interest revenue from the investment is reported net of related
investment expenses. The organization's investments are certificates of deposit (CDs) and money market, and
the related interest earned from these investments is reported on the statements of activities.

10



PROVIDENCE FOUNDATION OF SAN FRANCISCO
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes

Providence Foundation of San Francisco is exempt from income taxes under IRC Section 501(c)(3) and
related California code sections. However, the Organization is subject to income taxes from activities
unrelated to its tax-exempt purpose.

The Organization's Form 990 "Return of Organization Exempt from Income Tax", for the years ended
December 31, 2025, 2024, and 2023, are subject to examination by the IRS, generally for three years after the
returns are filed. Management of the Organization has processes in place to ensure the maintenance of its tax-
exempt status and to address its tax obligations for which it has nexus, and to identify and evaluate other
matters that may be considered tax positions. Management has evaluated its tax positions and related income
tax contingencies. Management does not believe that any material uncertain tax positions exist.

Property and Equipment
Property and equipment are stated at cost. Donated property and equipment are recorded at estimated fair

value at the date of receipt. Depreciation of furniture and equipment is computed on the straight-line basis
over the estimated life of the assets, generally 3-10 years. At December 31, 2025, net property and equipment
is $0.

Maintenance, repairs, and renewals, which neither materially add to the value of the property nor appreciably
prolong its life, are charged to expense as incurred.

Property and equipment acquired with certain restricted grant funds are considered to be owned by the
Organization while used for general operations. However, applicable grantors have the right to determine the
use of these assets or the use of any proceeds resulting from the sale of these assets, under certain
circumstances.

Donated property and equipment are recorded at their fair value as of the date of the gift. The Organization
does not imply time restrictions for gifts of long-lived assets. As a result, in the absence of donor-imposed
restrictions, gifts of long-lived assets are reported as revenue without the donor's restriction.

Impairment of long-lived assets
The Organizations evaluate long-lived assets for impairment whenever events or changes in circumstances

indicate that the carrying amount of an asset may not be recoverable. Upon such an occurrence, the
recoverability of assets to be held and used is measured by comparing the carrying amount of an asset. If the
carrying amount exceeds its estimated future cash flow, an impairment charge is recognized for the amount
by which the carrying amount of the asset exceeds the fair value of the asset. Once an impairment charge is
recorded, the carrying amount cannot be increased. There was no impairment recorded for the year ended
December 31, 2025.

Grant Recognition
Grants or cost-reimbursement grants are recognized when the Organization incurs the mission program

expenses. At that time, the Organization recognizes revenue and a receivable from the granting agency. These
grant programs are subject to independent audit and review by grantor agencies. These audits and reviews
could result in the disallowance of expenditures under the terms of the grant or reduction of future grant
funds. Based on prior experience, management believes that any costs ultimately disallowed would not
materially affect the financial position.

11



PROVIDENCE FOUNDATION OF SAN FRANCISCO
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Assets with Donor Restrictions

Net Assets with Donor Restrictions are available for program services as restrictions are satisfied or with the
passage of time in accordance with the terms of the grant or contract. As of December 31, 2025, net assets
with donor restrictions was $201,788. Generally accepted accounting principles provide that upon the
completion of the stipulated time or purpose restriction, the amounts are released from the donor's
restriction and are presented as net assets released from restriction in the Statement of Activities

Leases

The Organization leases office space under operating leases. The Organization determines if an arrangement
is a lease at inception. Operating leases are included in the operating lease right-of-use (ROU) asset and
operating lease liability on the statement of financial position. Finance leases are included in property and
equipment and other long-term liabilities on the statement of financial position. The Organization does not
have any finance leases.

Revenue Recognition
Support that is restricted by the donor is reported as an increase in net assets without donor restrictions if

the restriction expires in the reporting period in which the support is recognized. All other donor-restricted
support is reported as an Increase in net assets with donor restrictions. When a restriction expires (a
stipulated time restriction ends or purpose restriction is accomplished), net assets with donor restrictions
are reclassified to net assets without donor restrictions and reported in the Statement of Activities as "net
assets released from restriction". During the year ended December 31, 2025, net assets were released from
donor restrictions by incurring expenses satisfying the purpose of time restrictions specified by donors as

follows:
SFAAF-Based Coalition (deleted) 275
Kingsford Capital -ASP 644
Total $919

C. COMMITMENTS AND CONTINGENCIES

Leases

The Organization's leases for its office and program spaces have been classified as operating leases. At
December 31, 2025, all leases were on a month-to-month basis or for periods of twelve months or less.
Management elects to recognize the lease payments on its operating expenses. The total 2025 rent expense
under all lease agreements was $1,554,000.

12



PROVIDENCE FOUNDATION OF SAN FRANCISCO
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

VULNERABILITY DUE TO CERTAIN CONCENTRATION

The Organization receives a substantial portion of its support from local government agencies. A significant
reduction in the level of this support may have an adverse effect on the Organization's ability to continue those
programs and activities, which are funded by these grantors. In addition, the related grants/contracts are subject
to audit by the funding agencies, and disallowed costs, if any, found as a result of the audits, must be repaid to the
grantors.

LIQUIDITY

At December 31, 2025, the Organization has $1,906,717 in cash and equivalents available to meet needs for
general expenditures, consisting of cash of $1,309,927 and accounts receivable of $596,790. None of the financial
assets is subject to donor or other contractual restrictions. Accordingly, all such funds are available to meet the
Organization's cash needs over the next 12 months.

The Organization manages its liquidity by developing and adopting annual operating budgets that provide
sufficient funds for general expenditures in meeting its liabilities and other obligations as they become due. Cash
needs of the Organization are expected to be met on a monthly basis from the grants/contributions. In general,
the Organization maintains sufficient financial assets on hand to meet 30 days’ worth of normal operating
expenses.

CASH, CASH EQUIVALENT AND RESTRICTED CASH

The table below provides a reconciliation of cash, cash equivalents, and restricted cash reported on the statement
of financial position that sums to the total of those same amounts shown in the statement of cash flows:

Cash and cash equivalents $ 1,108,139

Restricted cash-board designated -

Restricted cash - donor restriction 201,788
Total $ 1,309,927
LOSS CONTINGENCIES

Loss contingencies, including claims and legal actions arising in the ordinary course of business, are recorded as
liabilities when the likelihood of loss is probable, and an estimated range of loss can be reasonably estimated.
Management believes there are no such matters that will have a material effect on the financial statements.

PRIOR PERIOD ADJUSTMENTS

Prior period adjustments in the amount of $8242 represent adjustments in Fund accounts that were not
adjusted.

13
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PROVIDENCE FOUNDATION OF SAN FRANCISCO
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

FIXED ASSET PURCHASE

The Organization recognized the purchase of its fixed assets as an expenditure during the year for the purpose of
requesting reimbursement from the funding agencies. At the end of the year, those fixed asset purchases will be
reclassified to the fixed asset schedule and fund balance in order to confirm that the financial statements are in
accordance with accounting principles generally accepted in the United States of America. As of December 31,
2025, no fixed assets have been purchased.

NET ASSET WITH DONOR RESTRICTION

At December 31, 2025, donor restriction net assets were as follows:

403-2 Nutrition United Way $ (3,500.00)
406 Haas Safety Net Services (903.00)
409 Kingsford Capital -ASP (5,131.00)
411 GSW Community Program (145,000.00)
415 Hotel Stay In Fund (47,254.00)

$ (201,788.00)

K. SHORT-TERM INVESTMENTS (BOARD DESIGNATED)

The Foundation invests funds in a professionally managed portfolio that may include interest income. Certain of
these investments are exposed to various risks, such as fluctuations in interest rates or credit risk. Therefore, the
Foundation's investments may be subject to significant fluctuations in fair value. As a result, the investment
balance reported in the accompanying financial statements may not be reflective of the portfolio value during
the subsequent periods.

The Foundation investments are certificates of deposits, money market, and savings accounts. Those
investments are not required to be classified as one of the levels prescribed by the fair value hierarchy.

The certificate of deposit accounts had an original maturity greater than three months, and the remaining
maturities are less than one year. At December 31, 2025, the total of short-term investments balance was
$308,918 and these accounts are Board Designated Accounts. The Foundation also earned an interest income in
the amount of $34,386 for the year ended December 31, 2025.
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PROVIDENCE FOUNDATION OF SAN FRANCISCO
NOTES TO FINANCIAL STATEMENTS
December 31, 2025

DESCRIPTION OF PROGRAMS AND SUPPORTING SERVICES
The following programs and supporting services are included in the accompanying financial statements:

Shelter Program

Provides emergency shelter, storage, and sleeping facilities to homeless men, women, and families in a secure and
healthful environment. The Foundation is also responsible for the City of San Francisco shelter reservation
system, which assigns beds at various sites throughout the city.

Youth Programs
After-School Tutorial Program

Offers free, comprehensive, and consistent academic support for students in grades 6 through 12.

Summer Learning Program

Provides quality services for approximately 85 youth ages 5 to 13 during summer vacation.

Managed Care Program

Managed Care Program provides comprehensive case management and linkages to an array of support services
(e.g.,, substance abuse treatment, job training, employment, and housing) to homeless individuals. Through this
program, the following services are provided: Intake and Assessment, Benefits Advocacy, Information and
Referrals, Intensive Case Management, Weekly Classes and Support Groups, Job Development, Housing referrals,
and Follow-up Services.

DEBARMENT AND ORDER OF SUSPENSION

On May 6, 2024, the City and County of San Francisco submitted a request to the City Controller for the
appointment of a hearing officer under San Francisco Administrative Code Chapter 28. This request seeks the
debarment and suspension of the Providence Foundation of San Francisco from obtaining additional contracts
with the City and County of San Francisco. The matter is currently pending, with a hearing scheduled for May 15,
2026. During the investigation and until the hearing, the Providence Foundation of San Francisco is suspended
from applying for any additional contracts.
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PROVIDENCE FOUNDATION OF SAN FRANCISCO
NOTES TO FINANCIAL STATEMENTS
December 31, 2025
M.NON CURRENT LIABILITY

On October 7, 2025, the Organization entered into a settlement agreement with the City and County of San
Francisco (the “City”) to resolve certain matters related to penalties, fees, and employee compensation. The
agreement becomes effective upon execution by all parties and final approval by the City through enactment of
an ordinance.

The total settlement amount is $1,000,000, consisting of: (i) a $105,000 payment to the City for previously invoiced
but uncompleted services, which was required to be paid prior to submission of the agreement for approval and
is non-refundable; (ii) $480,724 payable to current and former employees for holiday pay, which the Company is
required to begin disbursing prior to final approval; and (iii) $414,275 payable to the City over a five-year period,
representing penalties, fees, and costs associated with the matter.

The $414,275 obligation is recorded at its present value of 298,534 in accordance with ASC 835-30, using an
estimated discount rate of 8%. The resulting discount is accreted to interest expense over the payment term using
the effective interest method.

The agreement includes certain conditions precedent to submission for approval, including execution by the
Company, approval by the Company’s Board of Directors, payment of the initial $105,000, and commencement of
employee payments.

L. SUBSEQUENT EVENTS

Management has evaluated subsequent events as of March 18, 2026, the date on which the financial
statements were available to be issued. It has been determined that no disclosure and adjustments are
necessary to the amounts reported in the accompanying financial statements, except Notes M and N.
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