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WWW.DIMOVTAX.COM

     
 

INDEPENDENT AUDITOR’S REPORT
 
To: Management and Those Charged with Governance
Gryphon Online Safety, Inc.
10265 Prairie Springs Road,
San Diego, CA 92127
United States
 
Opinion
 
We have audited the accompanying financial statements of Gryphon Online Safety,  Inc., which comprise the balance sheets as of December 31,
2025 and 2024, 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 Gryphon Online Safety, Inc.
as of December 31, 2025 and 2024, 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 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 Gryphon Online Safety,  Inc. 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 the company’s ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.
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Auditors’ 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 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:
 

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

· 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 the company's internal control. Accordingly, no such
opinion is expressed.

 
· 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.
 

· Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt about the
company'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.
 
Sincerely,
 

 
 
George Dimov, CPA
New York, NY
April 20, 2026
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Gryphon Online Safety, Inc.

 
BALANCE SHEETS

As of December 31, 2025 and 2024
 
    Note     December 31, 2025    December 31, 2024 
Assets                    
Cash and cash equivalents         $ 322,599    $ 267,766 
Accounts receivable           97,846      65,017 
Inventory, net           156,431      185,986 
Prepaid expenses           4,078      3,139 
Deposits           -      50,891 
Other receivables   4       120,318      132,447 
Total current assets           701,272      705,246 
                     
Intangible assets, net   3       1,415,709      1,579,346 
Total assets         $ 2,116,981    $ 2,284,592 
Liabilities and Stockholders' Equity                    
Accounts payable and accrued expenses           1,353,776      1,504,545 
Deferred revenue and customer deposits           385,402      447,406 
Short term notes payable   5       28,019      105,332 
Accrued Interest - long term notes           -      3,650 
Convertible equity instruments, net of discount   6       517,289      517,289 
Total current liabilities           2,284,486      2,578,222 
Long Term notes payable   5       688,124      500,000 
SAFE Notes, net of discount   7       872,015      742,352 
Total liabilities         $ 3,844,625    $ 3,820,574 
 
The notes on pages 11-20 form an integral part of the financial statements.
The independent auditor’s report is on pages 3-4.
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Gryphon Online Safety, Inc.

 
Balance Sheets as of December 31, 2025 and 2024 (continued)
 
US Dollars   Note   December 31, 2025    December 31, 2024 
Stockholders' Equity                  
Series Seed Preferred stock, 9,136,468 shares   8   $ 914    $ 914 
Series A-1 Preferred stock, 5,616,525 shares   8     562      562 
Series A-2 Preferred stock, 454,544 shares   8     45      45 
Common stock, 10,756,391 shares   9     1,076      1,076 
Additional paid-in capital         11,137,473      11,077,473 
Accumulated deficit         (12,867,714)     (12,616,052)
                   
Total stockholders' equity       $ (1,727,644)   $ (1,535,982)
                   
Total liabilities and stockholders' equity       $ 2,116,981    $ 2,284,592 
 
The notes on pages 11-20 form an integral part of the financial statements.
The independent auditor’s report is on pages 3-4.
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Gryphon Online Safety, Inc.

 
STATEMENTS OF OPERATIONS

For the Years Ended December 31, 2025 and 2024
 

US Dollars   Note  
For the year ended
December 31, 2025   

For the year ended
December 31, 2024 

Net revenue                  
Product       $ 786,275    $ 880,176 
Service and other       1,765,765      1,508,868 
Total net revenue         2,552,040      2,389,044 
                   
Cost of goods sold         (643,786)     (784,625)
                   
Gross profit         1,908,254      1,604,419 
                   
Operating expenses                  
Operations         391,453      350,447 
Sales and marketing         472,547      666,001 
General and administrative         287,692      242,340 
Research and development         335,878      325,284 
Total operating expenses         1,487,570      1,584,072 
Income from operations         420,684      20,347 
                   
Other income (expense)                  
Interest expense         (60,474)     (33,596)
Interest income         1      - 
Amortization         (611,873)     (535,703)
Total other income (expense)         (672,346)     (569,299)
                   
Net loss before income tax         (251,662)     (548,952)
                   
Provision for income tax         -      - 
                   
Net loss       $ (251,662)   $ (548,952)
 
The notes on pages 11-20 form an integral part of the financial statements.
The independent auditor’s report is on pages 3-4.
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Gryphon Online Safety, Inc.

 
STATEMENTS OF STOCKHOLDERS’ EQUITY

 
For the Years Ended December 31, 2025 and 2024

 

   
Series Seed

Preferred Stock    
Series A-1 Preferred

Stock    
Series A-2

Preferred Stock     Common Stock   
Additional

Paid-In   Accumulated  Stockholders' 
    Shares     Amount     Shares     Amount     Shares     Amount     Shares     Amount    Capital    Deficit     Equity  

Balance on
December 31,

2023     9,136,468    $ 914      5,616,525    $ 562      454,544    $ 45      10,756,391    $ 1,076  $10,957,473  $ (12,042,100) $ (1,082,030)
Stock based

compensation     -      -      -      -      -      -      -      -    120,000    -     120,000 
Prior period
adjustment     -      -      -      -      -      -      -      -    -    (25,000)   (25,000)
Net Loss     -      -      -      -      -      -      -      -    -    (548,952)   (548,952)

Balance on
December 31,

2024     9,136,468    $ 914      5,616,525    $ 562      454,544    $ 45      10,756,391    $ 1,076  $11,077,473  $ (12,616,052) $ (1,535,982)
                                                                         

Stock based
compensation     -      -      -      -      -      -      -      -    60,000    -     60,000 

Net Loss     -      -      -      -      -      -      -      -    -    (251,662)   (251,662)
Balance on

December 31,
2025     9,136,468    $ 914      5,616,525    $ 562      454,544    $ 45      10,756,391    $ 1,076  $11,137,473  $ (12,867,714) $ (1,727,644)

 
The notes on pages 11-20 form an integral part of the financial statements.
The independent auditor’s report is on pages 3-4.
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Gryphon Online Safety, Inc.

 
STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2025 and 2024
 

US Dollars   Note  
For the year ended
December 31, 2025   

For the year ended
December 31, 2024 

Cash flows from operating activities:                  
Net loss     $ (251,662)   $ (548,952)
Adjustments to reconcile net loss to net cash provided by operating activities:                  
Amortization         527,276      535,703 
Amortization of debt discount         7,770      - 
Amortization of equity issuance discount         76,827      - 
Stock based compensation         60,000      120,000 
Allowance for inventory loss         (30,000)     246,488 
Prior period adjustment         -      (25,000)
                   
Changes in operating assets and liabilities:                  
Accounts receivable         (32,829)     (65,017)
Inventory         59,555      (147,344)
Prepaid expenses         (939)     (946)
Deposits         50,891      43,774 
Other receivables         12,129      14,635 
Accounts payable and accrued expenses         (150,769)     210,997 
Accrued interest         (3,650)     (8,327)
Deferred revenue and customer deposits         (62,004)     (93,674)
Net cash provided by operating activities       $ 262,595    $ 282,337 
                   
Cash flows from investing activities:                  
Payments for the purchase of intangible assets         (363,639)     (317,890)
Net cash used by investing activities       $ (363,639)   $ (317,890)
 
The notes on pages 11-20 form an integral part of the financial statements.
The independent auditor’s report is on pages 3-4.
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Gryphon Online Safety, Inc.

 
Statements of Cash Flows for the years ended December 31, 2025 and 2024 (continued)
 

US Dollars   Note  
For the year ended
December 31, 2025   

For the year ended
December 31, 2024 

Cash flows from financing activities:                
Proceeds from issuance of short-term notes payable         80,000      249,600 
Repayment of short-term notes payable         (157,313)     (185,740)
Proceeds from issuance  of long term notes payable         350,000      - 
Payment of issuance costs for long term notes payable         (19,391)     - 
Repayment of long term notes payable         (150,255)     - 
Proceeds from issuance of convertible equity instruments         57,120      170,065 
Payment of issuance costs for convertible equity instruments         (4,284)     (12,755)
Net cash provided (used) by financing activities       $ 155,877    $ 221,170 
                   
Net increase in cash and cash equivalents         54,833      185,617 
Cash and cash equivalents, beginning of year         267,766      82,149 
                   
Cash and cash equivalents, end of year       $ 322,599    $ 267,766 
                   
Supplemental Cash Flow Information:                  
                   
Cash paid for interest       $ 64,124    $ 41,561 
                   
Cash paid for taxes         -      - 
 
The notes on pages 11-20 form an integral part of the financial statements.
The independent auditor’s report is on pages 3-4.
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Gryphon Online Safety, Inc.

NOTES TO THE FINANCIAL STATEMENTS
For the years ended December 31, 2025, and 2024 

 
NOTE 1 – DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Description of Business
 
Gryphon Online Safety,  Inc. (“the Company”) is a Delaware corporation headquartered in San Diego, California, that provides WiFi routers and
software which utilize artificial intelligence-based learning to make the internet a safer place for children, and all connected devices. The routers
include a mobile application for real time management of all connected devices and allow collaboration with others. The Company has also begun
licensing its software for use on hardware sold by others.
 
Statement of Compliance
 
The accompanying financial statements are prepared on the accrual basis of accounting in accordance with accounting principles generally accepted
in the United States of America (“US GAAP”).
 
These financial statements are presented in US Dollars, unless otherwise indicated. These financial statements have been prepared under the
historical cost convention, except for the evaluation of certain financial instruments carried at fair value.
 
Use of Estimates
 
The preparation of financial statements conforms to accounting principles generally accepted in the United States of America ("US GAAP"). Those
principles require management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Due to the inherent uncertainty in making those estimates, actual results reported in future periods could differ from such estimates.
 
Basis of Presentation
 
The accompanying financial statements of the Company have been prepared in accordance with accounting principles generally accepted in the
United States of America (“GAAP”). In the opinion of management, all adjustments considered necessary for a fair presentation have been included.
All such adjustments are normal and recurring in nature. The Company’s fiscal year-end is December 31.
 
Going Concern
 
The Company has experienced recurring losses from operations and has accumulated a deficit since inception. These conditions may raise
substantial doubt about the Company’s ability to continue as a going concern within one year after the date that the financial statements are available
to be issued.
 
Management is actively evaluating and implementing plans to improve the Company’s financial position, including increasing revenues and
managing operating costs. However, there can be no assurance that such plans will be successful.
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Gryphon Online Safety, Inc.

NOTES TO THE FINANCIAL STATEMENTS
For the years ended December 31, 2025, and 2024 

 
Revenue Recognition and Deferred Revenue
 
The Company accounts for revenue arising from contracts with customers pursuant to ASC Topic 606, which outlines the following five-step
process for revenue recognition:
 

· Identification of the contract with a customer;
· Identification of the performance obligations in the contract;
· Determination of the transaction price;
· Allocation of the transaction price to the performance obligations in the contract; and
· Recognition of revenue when, or as, the Company satisfies the performance obligations.

 
The Company primarily derives revenue from the sale of its WiFi routers and licenses to use its security software. The Company enters into
contracts with customers that include promises to transfer products and services, which are generally distinct and can be accounted for as separate
performance obligations. Revenue is recognized when the promised goods or services are transferred to the customer, in amounts that reflect the
consideration allocated to the various performance obligations. Certain products are sold with a software license included. The revenue component
related to hardware is recognized when the product is shipped to the customer. Revenue attributable to the use of the security software is deferred
and recognized on a monthly basis as the performance obligation is satisfied. Amounts received for prepayments of additional terms of use of the
security software and for extended warranty services are recorded as deferred revenue and recognized as revenue on a monthly basis over the term
of the contract.
 
The Company began licensing its software for use on hardware sold by others in 2024. Revenue related to customizing the software for others’ use
is recognized as the expenses related to the customization work are incurred, as the performance obligations are satisfied over time. Licensing fees
will be paid monthly, quarterly or annually, based on the terms of the software licensing agreement and the number of units subscribed to use the
software.
 
Freight and Shipping Costs
 
Freight and shipping costs are expensed as incurred.
 
Inventory
 
Inventory is stated at the lower of cost or net realizable value and is accounted for using the first-in-first-out method (“FIFO”). The Company
analyzes inventory for any potential obsolescence or shrinkage, and records impairment and obsolescence reserve against inventory as deemed
necessary. At December 31, 2025 and 2024, the Company determined that allowances of $20,000 and $50,000, respectively were necessary.
 
Returns are recognized on the date the returned inventory is received by the Company or its sales channel partners.
 
At December 31, 2025 and 2024, inventory consisted of completed hardware units.
 
Intangibles
 
Intangible assets purchased or developed by the Company are recorded at cost. Amortization is recognized over the estimated useful life of the asset
using the straight-line method for financial statement purposes. The Company reviews the recoverability of intangible assets, including the related
useful lives, whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. No impairment was considered
necessary at December 31, 2025 or 2024.
 
Costs for internally developed software to be marketed to outside users are recorded pursuant to ASC Section  985 Software. Research and
development costs prior to attaining ‘technological feasibility’ are expensed as incurred. Costs incurred thereafter to develop final products are
capitalized and amortized over an estimated useful life of the asset using the straight-line method for financial statement purposes. The Company
reviews the recoverability of internally-developed software assets, including the useful lives, whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. No impairment was considered necessary at December 31, 2025 or 2024.
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Gryphon Online Safety, Inc.

NOTES TO THE FINANCIAL STATEMENTS
For the years ended December 31, 2025, and 2024 

 
Research and Development Costs
 
Research and development costs, including salaries, research material, and administrative costs are expensed as incurred. During the years ended
December 31, 2025 and 2024, the Company recognized $335,878 and $325,284 in research and development costs, respectively.
 
Sales and marketing expenses
 
The Company’s advertising costs are expensed as incurred. During the years ended December  31, 2025 and 2024, the Company recognized
$472,547 and $666,001 in advertising costs, respectively.
 
Income Taxes
 
Provisions for income taxes are based on taxes payable or refundable for the current year and deferred taxes on temporary differences between the
amount of taxable income and pretax financial income and between the tax basis of assets and liabilities and their reported amounts in the financial
statements. Deferred tax assets and liabilities are included in the financial statements at currently enacted income tax rates applicable to the period in
which the deferred tax assets and liabilities are expected to be realized or settled as prescribed in Financial Accounting Standards Board (FASB)
ASC 740. As changes in tax laws or rates are enacted, deferred tax assets and liabilities are adjusted through the provision for income taxes.
 
Current year taxable income (loss) varies from income (loss) before current year tax expense primarily due to the method of revenue recognition and
the use of accelerated amortization for tax reporting purposes.
 
Cash and Cash Equivalents
 
The Company considers all highly liquid investments with an original maturity of 90 days or less to be cash equivalents. At December 31, 2025 and
2024, the Company had no items, other than bank deposits, that would be considered cash equivalents. The Company maintains its cash in bank
deposit accounts, that may at times, exceed federal insured limits.
 
Accounts Receivable and Allowance for Uncollectible Accounts
 
Accounts receivable are recorded at the amount the Company expects to collect. The Company recognizes an allowance for losses on accounts
receivable deemed to be uncollectible, in accordance with ASU 2016-13, Measurement of Credit Losses on Financial Instruments. The allowance is
based on an analysis of historical bad debt experience as well as an assessment of specific identifiable customer accounts considered at risk or
uncollectible. The Company also considers any changes to the financial condition of its customers and any other external market factors that could
impact the collectability of the receivables in the determination of the allowance for uncollectible accounts. Based on management’s assessment, the
Company provides for estimated uncollectible amounts through a charge to earnings and credit to the allowance. At December 31, 2025 and 2024,
the Company determined that no allowances were necessary.
 
Stock-Based Compensation
 
The Company accounts for stock-based compensation issued to employees in accordance with FASB ASC Topic 718 Compensation – Stock
Compensation. Under the fair value recognition provisions of ASC 718, stock-based compensation cost is measured at the grant date based on the
fair value of the award and is recognized as expense ratably over the requisite service period, which is generally the option vesting period.
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Gryphon Online Safety, Inc.

NOTES TO THE FINANCIAL STATEMENTS
For the years ended December 31, 2025, and 2024 

 
Concentrations
 
Approximately 27% and 51% of revenue for 2025 and 2024 respectively is generated through one online seller. In addition, approximately 88% and
90% of inventory at the year ended December  31, 2025 and 2024 respectively is held by this online seller. The loss of the ability to sell the
Company’s products via this online seller would cause significant negative impact on the Company’s operations.
 
SAFE Notes
 
The Company began issuing Simple Agreement for Future Equity (“SAFE”) notes to investors during the year ended December  31, 2023. The
SAFE notes provide the investors the right to certain shares of the Company’s capital stock upon a future equity financing. The SAFE notes include
a provision allowing for the investors to receive a portion of the proceeds upon a change of control equal to the greater of their investment amount
or the amount payable based upon a number of shares of common stock equal to the investment amount divided by the liquidity price. The SAFE
notes are recorded as a long-term liability at their estimated fair value.
 
Recent Accounting Pronouncements
 
No recently issued accounting pronouncements are expected to have a significant impact on the Company’s financial statements.
 
NOTE 2 – FAIR VALUE MEASUREMENTS
 
Financial Accounting Standards Board (“FASB”) guidance specifies a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data obtained from independent sources, while unobservable
inputs reflect market assumptions. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (Level 1 measurement) and the lowest priority to unobservable inputs (Level 3 measurement). The three levels of the fair value hierarchy
are as follows:
 

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity has the ability to access at the
measurement date. Level 1 primarily consists of financial instruments whose value is based on quoted market prices such as exchange-
traded instruments and listed equities.

 
Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly
(e.g., quoted prices of similar assets or liabilities in active markets, or quoted prices for identical or similar assets or liabilities in markets
that are not active).

 
Level 3 - Unobservable inputs for the asset or liability. Financial instruments are considered Level 3 when their fair values are determined
using pricing models, discounted cash flows or similar techniques and at least one significant model assumption or input is unobservable.

 
The carrying amounts reported in the balance sheets approximate their fair value. Fair value of stock options issued during the years ended
December 31, 2025 and 2024 were determined using level 3 inputs.
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Gryphon Online Safety, Inc.

NOTES TO THE FINANCIAL STATEMENTS
For the years ended December 31, 2025, and 2024 

 
NOTE 3 – INTANGIBLE ASSETS (NET)
 
Intangible assets consist of the following at December 31:
 

   
December 31,

2025
 
 
December 31,

2024
 

Software   $ 4,716,876    $ 4,353,237 
Other Intangible Assets     -      447 
      4,716,876      4,353,684 
Accumulated Amortization     (3,301,167)    (2,774,338)
    $ 1,415,709    $ 1,579,346 
 
Amortization expense for the years ended December  31, 2025 and 2024, was $527,276 and $535,703, respectively. Total amortization expense
presented in the statements of operations includes amortization of intangible assets, as well as amortization of debt discount and equity issuance
costs.
 
NOTE 4 – OTHER RECEIVABLES
 
Other Receivables consist of the following at December 31:
 

   
December 31,

2025    
December 31,

2024  
Sales channel partner holdbacks   $ 118,895    $ 126,460 
Other     1,423      5,987 
    $ 120,318    $ 132,447 
 
Sales channel partner holdbacks are an accumulation of payments from customers that have not yet transferred to the Company’s bank account.
 
NOTE 5 – SHORT-TERM AND LONG-TERM DEBT
 
SHORT TERM DEBT
 
In April  2025, the Company received $80,000 of proceeds from a loan from a member of the company’s Board of Directors. The loan accrues
interest at a rate of 15% per annum and matures in April 2026. During the year ended December 31, 2025, the Company incurred $5,784 of interest
expense on this short-term loan.
 
In March 2025, the Company received $47,460 of proceeds from an advance against future receivables from a sales channel partner to provide
working capital. The fixed fee for the advance was $5,460. Payments approximating 15% of sales through this channel were due periodically until
the advance was repaid in November 2025.
 
In July 2024, the Company received $150,000 of proceeds from a loan from an individual. The loan accrued interest at a rate of 12% per annum and
matured in July 2025. During the year ended December 31, 2025, the Company incurred $3,507 of interest expense on this short-term loan.
 
In July 2024, the Company received $39,600 of proceeds from an advance against future receivables from a payment processing vendor to provide
working capital. The fixed fee for the advance was $3,600. Payments approximating 17% of sales through this channel were due periodically until
the advance was repaid in March 2025.
 
LONG TERM DEBT
 
In June 2025, the Company received $350,000 of proceeds from an advance against future receivables from an investment entity to provide working
capital. Payments of $27,884 are due monthly through September 2026. During the year ended December 31, 2025, the Company incurred $27,300
of interest expense on this long-term loan.
 

15 



 

 

 
Gryphon Online Safety, Inc.

NOTES TO THE FINANCIAL STATEMENTS
For the years ended December 31, 2025, and 2024 

 
In 2021 and 2022, the Company received proceeds from an SBA loan totaling $500,000. The SBA loan is secured by substantially all of the
Company’s assets and accrues interest at 3.75% per annum. The loan matures in June  2050. During the year ended December  31, 2025, the
Company incurred $18,412 of interest expense on this long-term loan.
 
Following is a summary of long-term minimum debt payments required over the next 5 years:
 
2026  $ 210,345 
2027    12,061 
2028    12,473 
2029    12,997 
2030    13,493 
Thereafter    426,755 
   $ 688,124 
 
NOTE 6 – CONVERTIBLE EQUITY INSTRUMENTS
 
During the year ended December 31, 2022, the Company received $517,289 of proceeds from the issuance of convertible equity instruments that
originally matured in December  2023. These instruments do not bear interest and may convert to 419,502 shares of preferred stock upon the
following:
 

1. Upon the Company receiving cash of a specified amount ($2,000,000 – $5,000,000) for the sale of the Company’s shares (“Qualified
Financing”), the purchase amount will be automatically converted into shares of Company preferred stock at a price of the lower of
80% of the price paid for the shares as part of the Qualified Financing, or the quotient of the valuation cap and the fully diluted
capitalization of the Company, as defined in the agreement.

 
2. Holders may elect to convert outstanding principal into a number of common shares of the Company at a price equal to the quotient of

the valuation cap and the fully diluted capitalization of the Company, as defined in the agreement.
 

3. Upon maturity, outstanding principal must be converted into a number of Preferred shares of the Company at a price equal to the
quotient of the valuation cap and the fully diluted capitalization of the Company, as defined in the agreement.

 
The Company incurred $81,233 of costs associated with the issuance of these instruments, all of which was amortized by December 31, 2023. As of
December  31, 2025, these instruments remain outstanding and have not yet been converted or settled in accordance with the terms of the
agreements.
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NOTES TO THE FINANCIAL STATEMENTS
For the years ended December 31, 2025, and 2024 

 
NOTE 7 – SAFE NOTES
 
The Company began issuing Simple Agreement for Future Equity (“SAFE”) notes to investors during the year ended December 31, 2023, receiving
$814,895 in proceeds from the sale of these notes. These notes do not bear interest and will convert to shares of Company stock upon the following:
 

1. Upon the Company completing an Equity Financing, at which time the SAFE will automatically convert into shares of Company
preferred stock at a price defined in the agreement.

 
2. Upon a Liquidity Event, SAFE holders will receive the greater of cash equal to the purchase amount or shares of common stock equal

to the purchase amount divided by the liquidity price, as defined in the agreement.
 
The Company incurred $76,827 of costs associated with the issue of these notes, all of which was amortized by December 31, 2025.
 
NOTE 8 - PREFERRED STOCK
 
The Company has 19,137,353 $0.0001 par value shares of Preferred Stock authorized at December 31, 2025 and 2024. At December 31, 2025 and
2024, there were issued and outstanding preferred shares of 15,207,537.
 
At December 31, 2025 and 2024, the authorized Preferred Stock consists of 9,582,809 shares designated Series Seed, 9,100,000 shares designated
Series A-1 and 454,544 shares designated Series A-2.
 
The holders of all classes of Preferred Stock have the following rights and preferences: The holders of Preferred Stock are entitled to vote, together
with the holders of common stock as a single class, on all matters submitted to stockholders for a vote and have the right to vote the number of
shares equal to the number of shares of common stock into which each share of Preferred Stock could convert on the record date for determination
of stockholders entitled to vote. Holders of Preferred Stock are entitled to dividends before any other Preferred Stock or Common Stock holders.
Preferred stock maintains liquidation preferences at the original issue price, plus any declared but unpaid dividends. Preferred stock is convertible at
any time into common stock at the conversion price. Preferred Stock holders owning 300,000 or more shares have the right of first refusal to
purchase newly issued securities, in amounts sufficient to maintain their current overall ownership percentage.
 
NOTE 9 – COMMON STOCK
 
The Company has 40,000,000, $0.0001 par value shares of common stock authorized at December 31, 2025 and 2024.
 
During the year ended December 31, 2025, the Company issued no stock options to employees for services. However, stock options issued in prior
years continued to vest. The Company recognized $60,000 of stock compensation expense related to stock options during the year ended
December 31, 2025. During the year ended December 31, 2024, the Company issued 176,500 stock options for services and recognized $120,000 of
stock compensation expense.
 
During the years ended December 31, 2025 and 2024, the Company issued no shares of common stock from exercised stock options.
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For the years ended December 31, 2025, and 2024 

 
A summary of option activity for the periods is as follows:
 

   
Share

Equivalents

 

 

Weighted
Average

Exercise Price    

Weighted
Average

Remaining
Term  

Outstanding December 31, 2023     1,772,500    $ 0.33      7.0 
Granted     176,500      0.47      10.0 
Exercised     -      -      - 
Expired/Forfeited     -      -      - 

Outstanding December 31, 2024     1,949,000      0.34      6.3 
Granted     -      -      - 
Exercised     -      -      - 
Expired/Forfeited     (185,000)     -      - 

Outstanding December 31, 2025     1,764,000    $ 0.34      5.4 
 
Options exercisable at December 31, 2025 and 2024 are 1,533,292 and 1,478,958, respectively.
 
The options issued during 2025 and 2024 vest ratably over periods of one to four years. At December 31, 2025, there are 230,708 unvested stock
options outstanding and approximately $30,000 of unrecognized stock-based compensation expense.
 
The Company estimates the fair value of stock options using the Black-Scholes option pricing model.
 
The range of input assumptions used by the Company were as follows:
 
    December 31,  
    2025     2024  
Expected life (years)   1-4     1-4  
Risk-free interest rate   4.19%  4.25-4.35% 
Expected volatility   50%   50%
Annual dividend yield   0%   0%
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For the years ended December 31, 2025, and 2024 

 
NOTE 10 - WARRANTS
 
A summary of warrant activity for the years ended December 31, 2025 and 2024 is as follows:
 

     

Warrants -
Common

Share
Equivalents    

Weighted
Average

Exercise Price    

Weighted
Average

Remaining Life  
Outstanding December 31,
2023       446,341    $ 0.71      3.6 

Granted       -      -      - 
Exercised       -      -      - 
Expired/Forfeited       -      -      - 

Outstanding December 31,
2024       446,341      0.71      2.6 

Granted       -      -      - 
Exercised       -      -      - 
Expired/Forfeited       -      -      - 

Outstanding December 31,
2025       446,341    $ 0.71      1.6 
 
These warrants were vested in full upon issue, valued using the Black Scholes Merton pricing model and stock compensation expense was
recognized in the year of issue.
 
NOTE 11 – INCOME TAXES
 
Deferred taxes are recognized for temporary differences between the basis of assets and liabilities for financial statement and income tax purposes.
The differences relate primarily to amortizable assets using accelerated amortization methods for income tax purposes, stock-based compensation
expense and net operating loss carryforwards. As of December  31, 2025 and 2024, the Company had net deferred tax assets before valuation
allowance of $3,781,299 and $3,716,533, respectively. As of December 31, 2025, and 2024, the Company had net deferred tax liabilities before
valuation allowance of $0 and $0, respectively. The following table presents the deferred tax assets and liabilities by source:
 
    December 31,  
    2025     2024  
Deferred tax assets:              

Net operating loss carryforwards   $ 3,731,637    $ 3,658,655 
Deferred revenue timing difference     (17,981)     (27,165)
Stock-based compensation     17,400      34,800 
Research and development tax credit carryforwards     50,243      50,243 

Total deferred tax assets     3,781,299      3,716,533 
               
Deferred tax liabilities:              
Total deferred tax liabilities     -      - 
               
Valuation allowance     (3,781,299)     (3,716,533)
Net deferred tax assets   $ -    $ - 
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NOTES TO THE FINANCIAL STATEMENTS
For the years ended December 31, 2025, and 2024 

 
The Company assessed the need for a valuation allowance against net deferred tax assets and determined a full valuation allowance is appropriate,
due to taxable losses for the years ended December 31, 2025 and 2024 and no history of generating taxable income. Therefore, valuation allowances
of $3,781,299 and $3,716,533 were recorded as of December 31, 2025 and 2024, respectively. Deferred tax assets and liabilities were calculated
using the Company’s combined effective tax rate, which is estimated to be 29%. The effective rate is reduced to 0% due to the full valuation
allowance on the net deferred tax assets.
 
NOTE 12 – COMMITMENTS AND CONTINGENCIES
 
The Company may be subject to pending legal proceedings and regulatory actions in the ordinary course of business. In December  2019, the
Company was sued for patent infringement. One of the asserted patents was the subject of inter partes review at the Patent Trial and Appeal Board
(PTAB) and as of December 2022, the PTAB had determined all but one of the claims to be invalid. As of February 2024, the case was closed
without prejudice. The Company anticipates that there will be no financial impact arising out of this matter.
 
NOTE 13 – RELATED PARTIES
 
During the years ended December 31, 2025 and 2024, the Company paid $5,316 and $6,999 respectively for legal counsel to a firm in which one of
the directors is a partner.
 
NOTE 14 – SUBSEQUENT EVENTS
 
The Company has evaluated subsequent events through April 20, 2026, the date these financial statements were available to be issued. Subsequent
to December 31, 2025, the Company became aware that one of its significant customers is in the process of winding down its operations. As of
December 31, 2025, all accounts receivable from this customer had been fully collected. However, this development may impact the Company’s
future revenues and operations. This customer is a significant participant in the Company’s sales channels.
 
In February 2026, the Company obtained an additional $50,000 of working capital financing under an existing financing arrangement.
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Item 8. EXHIBITS
 
The documents listed in the Exhibit Index of this report are incorporated by reference or are filed with this report, in each case as indicated below.
 
Exhibit No.   Description
2.1   Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 2.1 to the Offering Statement on Form 1-

A filed on March 31, 2021)
     
2.2   Amended and Restated Bylaws (incorporated by reference to Exhibit  2.2 to the Offering Statement on Form  1-A filed on

March 31, 2021)
     
3.1   Form of Amended and Restated Investor Rights Agreement (incorporated by reference to Exhibit 3.1 to the Offering Statement on

Form 1-A filed on March 31, 2021)
     
3.2   Form of Amended and Restated Right of First Refusal and Co-Sale Agreement (incorporated by reference to Exhibit 3.2 to the

Offering Statement on Form 1-A filed on March 31, 2021)
     
3.3   Form of Amended and Restated Voting Agreement (incorporated by reference to Exhibit 3.3 to the Offering Statement on Form 1-

A filed on March 31, 2021)
 
SIGNATURES
 
Pursuant to the requirements of Regulation A, the issuer has duly caused this Annual Report to be signed on its behalf by the undersigned, thereunto
duly authorized.
 
Gryphon Online Safety Inc.
 
  /s/ John Wu  
  Chief Executive Officer    
     
  Date: April 27, 2026  
 
Pursuant to the requirements of Regulation A, this report has been signed below by the following persons on behalf of the issuer and in the
capacities and on the dates indicated.
 
  /s/ John Wu  
  Chief Executive Officer, Principal Financial Officer,

Principal Accounting Officer, and Director
 

     
  Date: April 27, 2026  
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