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INDEPENDENT AUDITORS’ REPORT

To the Stockholders and Board of Directors of
Recompose, PBC

Opinion

We have audited the accompanying financial statements of Recompose, PBC, which comprise
the balance sheets as of December 31, 2022 and 2021, and the related statements of operations,
stockholders’ equity, and cash flows for the years 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 Recompose, PBC as of December 31, 2022 and 2021, and the results of
its operations and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We
are required to be independent of Recompose, PBC and to meet our other ethical responsibilities
in accordance with the relevant ethical requirements relating to our audits. 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 Recompose,
PBC’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.



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.

¢ 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 Recompose, PBC’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 Recompose, PBC’s ability to continue as a
going concern for a reasonable 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.
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Long-term accounts receivable..........cooiivvieieeeeeeiseeie e ee e 3,024,679 2,733,471
Property and equipment, Net..............c.ooueeiiieeee e 8,739,702 2,310,310
Intangible assets, NEt......cooi i 1,002,365 815,369
SeCurity dePOSItS.......ccoveeriiieiieiie ettt 204,225 3,750
Right-of-use asset - operating [ease.........ccoeevieveieceeiiieieseesieeseeree s e 5,798,724
TOtAl @SSELS....evviierrirveerieieree i ereieree st eerrere et et e e besreesbeesereesbtesrateanteern e enns $ 24,920,885 $ 16,234,910
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities
ACCOUNTS PAYADIC.......cueiuiiiiiiiiieie ittt cie et e e s te e e s e s er e srenereese e $ 449,897 $ 505,692
Accrued liabilities and other current liabilities..............cccccocvevieeiereineeennn. 126,354 6,929
Lease liability, current - Operating...........ccceevvveveinieeereesiereerieeieeeeseeeeeeeeens 441,828
Total current labilitIes.......cecvveiieeereiiee e e e s 1,018,079 512,621
Deferred TEVENUES..........ocevvieiieeiee et e e et se e et e e e enes 6,694,321 5,447,287
Other non-current labilitiCs.......cecvvereeeririeiiereeieciieeeeeenre e crreser e e e e 15,808 30,923
PIOMISSOTY NOLES....ueiivieeeitieciectieeetiestie e et eee et ereess e saeeseeseesbesrestesensesnennens 1,999,980
Lease liability, noncurrent - Operating..........coceceeeeeecrereeeieseesesveseesresee s 5,356,896
Total HabiltIES. .....ccveiiieieieiecee et e 15,085,084 5,990,831
Stockholders' equity
Common stock, $.0001 par value, 20,000,000 shares authorized,

7,613,866 shares issued and outstanding............ccccceveveeveeeveverecnennn, 765 760
Preferred stock, $.0001 par value, 12,500,000 shares authorized,

7,232,016 shares issued and outstanding...............c.ccoocvvvvieecennenn.n 723 657
Additional paid-in capital..........cccoeeeriiiereeieicececece e e 17,189,321 13,843,495
Additional paid-in capital - stock Options............cccceeeerieveeeriecieeeenen 3,806
ACCUMUIALEA AETICTE. ...eeeeeeeee e e e (7,358,814) (3,600,833)

Total stockholders' @qQUILY.........ccveeieiieeiiiee e e 9.835.801 10,244,079
Total liabilities and stockholders' equity...........cceovieeverieiieiieneiiieiee $ 24,920,885 § 16,234,910

See notes to financial statements.
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Non-operating income

INterest INCOME......ccveeeiieeireieee e cereeee e e e e es e 8,710 2,232
Total non-operating INCOME.........ocierirree e e e 8,710 2,232
INEELOSS.cu ettt e e $ (3,757,981) § (1,468,252)

See notes to financial statements.
5



Balance at December 31, 2ZU2U. .. $ 159 $ 524 b 1,959,308 $  (2,132,581) $ 5,428,0/0
Issuance of ST0CK.......ceereeeinriieieet e 133 6,280,208 6,280,341
Exercise of stock options.........cccveveeveiiviiciiceicieninnn 1 3,919 3,920
INEE 0SS, (1,468,252)  (1,468,252)

Balance at December 31, 2021......c.cooeviiiiiiiiiiiiieeciieeenne, 760 657 13,843,495 (3,600,833) 10,244,079
Issuance of StoCK........ccouecvierisieresiresie e 66 3,338,019 3,338,085
Exercise of stock options.........c.ccveveeeieiiniicisieieienieenn 2 7,278 7,280
Stock-based compensation..........c..ceeeerevereieeeiernnnnenas 3 529§ 3,806 4338
NEE L0SS. cueueieereet et sttt e e (3,757,981) (3,757,981)

Balance at December 31, 2022 .eoooeioeieeeeeeeeeeeeeeeen $ 765 $ 723 § 17,189,321 § 3,806 $ (7,358,814) $ 9,835,801

See notes to financial statements.
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Prepaid expenses an;i otherucurrent ASSELS....eeeieiieeeeee e (109) 2,139
Pre-need trUSt .. i ieiceeceec et (1,006,841) (1,577,995)
Long-term accounts receivable..........ooveeieeieeeiieiecieeieeeen. (240,193) (1,819,238)
Security dePOSItS. ....cccerirereererreirie et se e (200,475)
Right-of-use asset - 0perating...........ccecveeeereveieesvereeeseereeceeeeennns 196,541
(Decrease) increase in operating liabilities:
Accounts payable.........ccieiiviii i (55,795) 401,611
Accrued liabilities and other current liabilities..........ccccevveennee... 119,425 2,101
DeferTed TEVENUE......veveeee ettt seeee e 1,247,034 3,397,233
Other noncurrent liabilities.......cccceveeeeiiiieeieieie e, (15,115) 21,873
Lease liability - operating............c.cceecveevrveervsreereesinsesresressnsnenns (196,541)
Net cash used in operating aCtivities........couvivervecreererreesinnecicierennens (3,202,936) (801,989)
Cash flows from investing activities
Purchases of property and equipment..............ccocoooiiiineiiieinieeeee, (7,033,896) (1,553,808)
Purchases of intangible assets........c.cccevvrvieriieieieisiii e (285,268) (325,084)
Net cash used in investing activities.......ooveeveeerienieeiieniicii e (7,319,164) (1,878,892)
Cash flows from financing activities
Proceeds from issuance of StoCK.......ocovvvereerviieiiecieieee e, 3,338,085 6,280,341
Proceeds from exercise of stock options..........ccccvevevieeeveerecrieerieneenn. 7,280 3,920
Proceeds from promissory NOtES........cevvivieieesvereeeieresieeeeiere s evssses s 1,999,980
Net cash provided by financing activities........ccoeeeevveerriererirresrennne 5,345,345 6,284,261
Net change in cash........ooooiiiii e (5,176,755) 3,603,380
Cash, beginning of Year.........ccc.coeeviiriieiieie et 7,658,171 4,054,791
Cash, end OF YEa........cccvivieeieeiece ettt er e er e $ 2,481,416 7,658,171
Reconciliation
7 ] TSR $ 2,305,867 7,482,622
REStIICtEd CaASNL ...ttt ettt e e e sre e saaae 175,549 175,549
Total cash and restricted Cash....... oo iiiieee e $ 2,481,416 7,658,171

See notes to financial statements.
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New Pronouncements

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes
existing guidance for accounting for leases under Topic 840, Leases. The FASB also
subsequently issued the following additional ASUs, which amend and clarify Topic 842: ASU
2018-01, Land Easement Practical Expedient for Transition to Topic 842; ASU 2018-10,
Codification Improvements to Topic 842, Leases; ASU 2018-11, Leases (Topic 842): Targeted
Improvements; ASU 2018-20, Narrow-scope Improvements for Lessors; and ASU 2019-01,
Leases (Topic 842): Codification Improvements. The most significant change in the new leasing
guidance is the requirement to recognize right-to-use (ROU) assets and lease liabilities for
operating leases on the balance sheet.

The Company elected to adopt these ASUs effective January 1, 2022 and utilized all of the
available practical expedients. The adoption had a material impact on the Company’s balance
sheet but did not have a material impact on the statements of operations. The most significant
impact was the recognition of ROU assets and lease liabilities for operating leases. Adoption of
the standard required the Company to restatec amounts as of January 1, 2022, resulting in an
increase in operating lease ROU assets of $5,798,724 and an increase in current and non-current
lease liabilities of $441,828 and $5,356,896.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make cstimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.



Restricted Cash

Long-term restricted cash of $175,549 reflected on the balance sheets consist of a deposit
maintained with a financial institution. This restricted cash is a certificate of deposit which is
required pursuant to the terms of the Company’s lease agreement.

Pre-Need Trust

Pursuant to state law, a portion of the proceeds from pre-need sales of services is put into the
trust ("pre-need trust") until such time that the Company meets the requirements for releasing
trust principal, which is generally performance of services. All investment earnings generated by
the assets in the pre-need trust (including interest) are deferred until the services are performed.

Deferred Revenue

Revenues from the sale of services as well as any investment income from the pre-need trust are
deferred until such time that the services are performed. The Company provides for a profit
margin for these deferred revenues to account for the projected future costs of providing services
on pre-need contracts. These revenues are recognized when the related services are performed
and are presented on a gross basis on the statements of operations.

Long-Term Accounts Receivable

The Company sells pre-need funeral contracts whereby the customer enters into arrangements for
future pre-need services. At the time of a pre-need sale, the Company records an account
receivable in an amount equal to the total contract value less any cash deposit paid. Management
evaluates customer receivables for impairment based upon its historical experience, including the
age of the receivables and the customers’ payment histories. Management believes all
receivables are fully collectible as of December 31, 2022 and 2021 and, accordingly, there is no
reserve for uncollectible receivables.



Income Taxes

The Company is a Public Benefit Corporation. As such, the Company is required to pay income
taxes on taxable income.

The Company follows ASC 740 “Income taxes” regarding the accounting for deferred tax assets
and liabilities. Under this method, deferred tax assets and liabilities are recognized for the future
tax consequences attributable to differences between the financial statement carrying amounts of
existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities and
measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. A deferred tax asset will be
reduced by a valuation allowance when, based on the Company’s estimates, it is more likely than
not that a portion of those assets will not be realized in a future period.

The Company has recorded a full valuation allowance on its net deferred tax assets since
management believes it is more likely than not that these assets will not be realized because
future taxable income necessary to utilize these losses cannot be established or projected.

The Company evaluates all significant tax positions as required by generally accepted
accounting principles in the United States. As of December 31, 2022, the Company does not
believe that it has taken any tax positions that would require the recording of any additional tax
liability nor does it believe that there are any unrealized tax benefits that would either increase
or decrease within the next twelve months. The Company’s income tax returns are subject to
examination by the appropriate taxing jurisdictions. As of December 31, 2022, the Company’s
federal and state tax returns generally remain open for examination for the last three years.
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ended December 31, 2022 was $78,272 ($22,848 - 2021).
Revenue from Contracts with Customers

The Company recognizes revenue in accordance with ASC 606 in the amount to which the
Company expects to be entitled to when it satisfies a performance obligation by transferring
control over a product or service to a customer.

The Company generates revenues primarily from contracts with customers through the sale of
death services.

At the time of a non-cancellable pre-need sale, the Company records an account receivable in an
amount equal to the total contract value less unearned finance income and any cash deposit paid.
The revenue from both the sales and interest income from trusted funds are deferred until the
services are performed. For a sale in a cancellable state, an account receivable is only recorded
to the extent control has transferred to the customer for interment rights or services for which the
Company has not collected cash. The amounts collected from customers in states in which pre-
need contracts are cancellable may be subject to refund provisions.

In addition, the Company maintains a reserve representing the fair value of the refund obligation
that may arise due to state law provisions that include a guarantee of customer funds collected on
unfulfilled performance obligations and maintained in trust to the extent that the funds are
refundable upon a customer’s exercise of any cancellation rights. As of December 31, 2022 and
2021, no reserve has been established for refund obligations.

Service revenue is recognized when the services are performed and the performance obligation is
thereby satisfied.

11
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Level 2 - Inputs, other than the quoted prices included within level 1 that are observable either
directly or indirectly.

Level 3 - Inputs are unobservable inputs for the asset or liability.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

The following is a description of the valuation methodology applied to assets measured at fair
value.

Intangible assets: Management tests intangible assets at the reporting unit level for impairment
when a triggering event occurs that would more likely than not reduce the fair value of a
reporting unit below its carrying amount.

There have been no changes in the methodologies used at December 31, 2022 and 2021.

Leases

The Company leases two buildings. The determination of whether an arrangement is a lease is
made at the lease’s inception. Under ASC 842, a contract is (or contains) a lease if it conveys
the right to control the use of an identified asset for a period of time in exchange for
consideration. Control is defined under the standards as having both the right to obtain
substantially all of the economic benefits from use of the asset and the right to direct the use of
the asset. Management only reassesses its determination if the terms and conditions of the
contract are changed.

Operating leases are included in non-current assets and current and non-current liabilities in the

balance sheet. Leases with an initial term of 12 months or less are not recorded on the balance
sheet. Lease expense is recognized for these leases on a straight-line basis over the lease term.

12



term. The Company’s lease terms may include options to extend or terminate the lease when it is
reasonably certain that they will exercise the option.

Intangible Assets
Intangible assets consist of research and development costs, patents, and software costs. They
are initially measured at fair value and then amortized over their estimated useful lives between 5
and 15 years.

Subsequent Events
The Company has evaluated subsequent events through April 20, 2023, which is the date the

financial statements were available to be issued.

Property and Equipment

Property and equipment consist of the following at December 31:

2022 2021

Leasehold improvements $ 6,295,717 $ 593,544

Machinery and equipment 1,003,992 228,858

Vessels 1,709,436 606,867
Fumiture and fixtures 57,184

Construction in progress 467,868 1,071,032

9,534,197 2,500,301

Less accumulated depreciation 794,495 189,991

$ 8,739,702 $ 2,310,310

Depreciation expense for the year ended December 31, 2022 was $604,504 ($165,892 —2021).

13
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$ 1,002,365 $ 815,369

Amortization expense for each of the next five years and thereafter is as follows:

2023 $ 112,850
2024 97,728

2025 75,875
2026 70,867
2027 72,669
Thereafter 572,376
$ 1,002,365

Pre-Need Trust

At December 31, 2022 and 2021, the Company’s pre-need trust consisted of cash equivalents.
When the Company receives a payment from a pre-need customer, the Company deposits the
amount required by law into the pre-need trust that may be subject to cancellation on demand by
the pre-need customer. The Company’s pre-need trust related to states in which pre-need
customers may cancel contracts with the Company comprises 100% of the total pre-need trust as
of December 31, 2022. The assets held in the pre-need trust are required to be used to provide
the services to which they relate. If the value of these assets falls below the cost of providing
such services, the Company may be required to fund this shortfall.

14
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Balance at end of period $ 3,160,569 $ 2,153,728

Cash flows from pre-need contracts are presented as operating cash flows in the Company’s
statements of cash flows.

Fair Value Measurements

The following table summarizes the Company's financial assets that are accounted for at fair
value within the fair value hierarchy as of December 31:

Description Level 1 Level 2 Level 3 2022 Total
Pre-need trust $ 3,160,569 $ 3,160,569
Intangible assets $ 1,002,365 1,002,365
$ 3,160,569 $ $ 1,002,365 § 4,162,934
Description Level 1 Level 2 Level 3 2021 Total
Pre-need trust $ 2,153,728 $ 2,153,728
Intangible assets $ 815,369 815,369
$ 2,153,728 $ $ 815,369 $ 2,969,097

The availability of observable data is monitored to assess the appropriate classification of
financial assets within the fair value hierarchy. Changes in economic conditions or valuation
techniques may require the transfer between one fair value level to another. The Company
evaluates the significance of transfers between levels based upon the nature of the financial
account and size of the transfer.

15
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Intangible Assets Total

Beginning balance at December 31, 2020 $ 562,932 $ 562,932
Amortization expense (72,647) (72,647)
Purchases 325,084 325,084
Ending balance at December 31, 2021 $ 815,369 $ 815,369

There were no transfers and sales of the Company’s level 3 assets for the years ended December
31,2022 and 2021.

Related Party Transactions

The Company’s board members are invested into the Company’s pre-need trust. As of
December 31, 2022 and 2021, the amount invested into the pre-need trust by these board
members was $9,941 and $9,902.

Deferred Revenue

The Company defers revenue of pre-need funeral services until the services are performed. All
other selling costs are expensed as incurred. Deferred revenues were $3,160,569 and $2,153,728
at December 31, 2022 and 2021.

The Company cannot estimate the period when it expects its performance obligations will be
recognized, because certain performance obligations will only be satisfied at the time of death.

16



1

the investor agreed to lend the Company $250,000, subject to the terms and conditions of the
agreement. The note is unsecured with a 7-year maturity date term, maturing in October 2029
with an interest rate of 3.00%. The outstanding principal balance and all accrued but unpaid
interest will become due and shall be paid within 60 calendar days after the maturity date subject
to the renewal provision within the agreement. As of December 31, 2022, the outstanding
balance on the note was $250,000.

In November 2022, the Company entered into a subscription agreement for an unsecured
subordinated promissory note (the “Agreement”) with an accredited investor pursuant to which
the investor agreed to lend the Company $250,000, subject to the terms and conditions of the
agreement. The note is unsecured with a 10-year maturity date term, maturing in November
2032 with an interest rate of 4.00%. The outstanding principal balance and all accrued but
unpaid interest will become due and shall be paid within 60 calendar days after the maturity date
subject to the renewal provision within the agreement. As of December 31, 2022, the
outstanding balance on the note was $250,000.

In November 2022, the Company entered into a subscription agreement for an unsecured
subordinated promissory note (the “Agreement”) with an accredited investor pursuant to which
the investor agreed to lend the Company $1,000,000, subject to the terms and conditions of the
agreement. The note is unsecured with a 5-year maturity date term, maturing in November 2027
with an interest rate of 2.00%. The outstanding principal balance and all accrued but unpaid
interest will become due and shall be paid within 60 calendar days after the maturity date subject
to the renewal provision within the agreement. As of December 31, 2022, the outstanding
balance on the note was $1,000,000.

In December 2022, the Company entered into a subscription agreement for an unsecured
subordinated promissory note (the “Agreement”) with an accredited investor pursuant to which
the investor agreed to lend the Company $499,980, subject to the terms and conditions of the
agreement. The note is unsecured with a 7-year maturity date term, maturing in December 2029
with an interest rate of 3.00%. The outstanding principal balance and all accrued but unpaid
interest will become due and shall be paid within 60 calendar days after the maturity date subject
to the renewal provision within the agreement. As of December 31, 2022, the outstanding
balance on the note was $499,980.

17
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options, non-statutory stock options, stock appreciation rights, restricted stock, and restricted
stock units may be granted to eligible employees, officers or directors, or consultants or advisors
of the Company. The Company maintains an option pool of 1,300,000 shares of common stock
available for grant.

Compensation expense is recognized on a straight-line basis over the vesting period. For the
year ended December 31, 2022, stock-based compensation for stock options amounted to $4,338.
Stock-based compensation is included in payroll expenses, which is included in operating
expenses on the Statements of Operations.

Stock Options
The granting of stock option awards is of the sole discretion of the Company. Each stock option

award under the Plan is evidenced by an Award Agreement in which specifies the exercise price,
the term of the option, number of shares subject to the option, and any exercise restrictions.
Incentive stock option awards vest at 25% per year following the Vesting Commencement Date,
subject to the participant continuing employment with the Company. Non-statutory stock
options are fully vested at the date of grant. Stock option awards will expire 10 years from the
date of grant.

The fair value at the grant date for stock options issued during 2022 was $.055 per share. The
fair value of options issued was estimated utilizing the Black-Scholes valuation model.
Assumptions used in calculating the fair value of stock options granted during the year are as
follows:

Valuation assumptions:

Risk-free interest rate 1.52%
Expected volatility 0.50%
Expected term (years) 4.0

18
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For the years ended December 31, 2022 and 2021, the total intrinsic value of options exercised
$7,279 and $3,920. For the year ended December 31, 2022, the total unrecognized compensation
cost related to stock options was $8,594.

Stock Appreciation Rights

The granting of stock appreciation rights is of the sole discretion of the Company. Each stock
appreciation right granted under the Plan is evidenced by an Award Agreement in which
specifies the exercise price, term of the stock appreciation right, conditions of exercise. As of
December 31, 2022 and 2021, no stock appreciation rights have been granted.

Restricted Stock

The granting of restricted stock is of the sole discretion of the Company. Each restricted stock
granted under the Plan is evidenced by an Award Agreement in which specifies the period of
restriction and number of shares granted. The Company as escrow agent will hold shares of
restricted stock until restrictions on such shares have lapsed. As of December 31, 2022 and
2021, no restricted stock has been granted.

Restricted Stock Units

The granting of restricted stock units is of the sole discretion of the Company. Each restricted
stock unit granted under the Plan is evidenced by an Award Agreement in which specifies the
terms, conditions, and restrictions related to the grant, including the number of restricted stock
units. As of December 31, 2022 and 2021, no restricted stock has been granted.

Lease Activities

The Company has operating leases for two buildings. The leases have remaining lease terms of
10 years to 11 years.

19
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Lease 11apity, Noncurrent 3,330,570

Total operating lease liabilities $ 5,798,724

The maturity of lease liabilities for the next five years and thereafter are as follows:

2023 § 650,622
2024 658,114
2025 670,842
2026 699,188
2027 728,897
Thereafter 3,552,011
6,959,674
Less: imputed interest (1,160.,950)
$ 5,798,724

The following summarizes the line items in the statement of operations for the components of
lease expense:

2022

Operating lease cost $ 196,541

In 2021, rent expense under operating leases amounted to $107,975.

Reclassification

Certain amounts in the 2021 financial statements have been reclassified to conform to the 2022
presentation.

20



6,574,788).

The determination to pay dividends on the Company’s preferred stock and common stock is at
the discretion of the Company’s Board of Directors, and is also subject to the provisions of
Delaware Law. Delaware Law provides that a Company may pay dividends on its stock only (1)
out of its “surplus” or (2) from its net profits for the fiscal year in which the dividend is paid or
for the preceding fiscal year. At December 31, 2022 and 2021, the Company had negative
“surplus” and did not have net profits in either of the years December 31, 2022 or 2021. The
terms of the preferred stock provide for cumulative dividends on that stock and prohibit the
payment of dividends on common stock until all cumulative dividends on the preferred stock
have been paid. As of December 31, 2022, the cumulative and unpaid and undeclared dividends
are $4,571,676 (2021 - $2,525,251).
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124,300
57,418
93,266
40,020
81,343
16,425
22,848
50,126
38,885
15,832
10,643
49,101
17,287
10,532
22,603
10,024

7,556
8,662

FTOICSSIO0TIAL LCCS . ittt ittt i ittt ecei st etnaneeanennas 128,944
INSULANCE. . ..eieeeeieiiieiiitee ettt eeeeveeeeeeeeeens 132,850
OPEration EXPENSES......uvereruiieerreeereersieeeereeeeraeerseeessseasssenns 132,825
Taxes and fEES...uuuiuiiiiiiieeeeee e e e 153,696
Payroll taXeS......cccoevviiviiiiiiiiie ittt 107,540
OffiCE EXPENSES....ccvvreerieerriirierae e e ereeesreeseae e s ennessneens 93,635
MaArKeting.....cccveeieiieriecce et 78,272
Small equIPMENnt.......ccveeeiieeiie e e 62,758
Outreach and public poliCy.......cccoeevriviiiiiniiniiie e, 43,463
Education and SEmINAars..........cceeeeeevieeeiiieeeee e sieeeee e e 37,260
Pension and retir@ment...........cccvveeeeiveeeiiceneeeeeeeeeeceeeeee e 35,226
BanK f€S.....uviiiiii e e 62,737
COMPULET EXPENISE...uveererireeieriieeeeeciteeeereeeesersreeesseneesesesnes 24,162
UBIIEIES .ttt ne e e s 25,275
TIAVEL ... e 21,407
Laundry and uniforms..........cccceevvvveivieeecnieniece e 18,212
Meals and entertainment.............ccceeeeveeeeieeeeieeeee e, 11,941
Miscellaneous EXPenSes. .....ccuerieeerceeeeireeeirrieeseeeseeeeeieeenens 57,968

L RS 5 4,159,558

$ 1,933,350

See Independent Auditors’” Report.
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