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Independent Auditors’ Report

To the Board of Directors and Members of
Fragment Holdings LLC:

We have audited the accompanying consolidated financial statements of Fragment Holdings LLC

(a Delaware limited liability company) and subsidiaries (collectively, the “Company™), which comprise
the consolidated balance sheet as of December 31, 2024, and the related consolidated statements of
operations, deficit, and cash flows for the year then ended, and the related notes to the consolidated
financial statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Company as of December 31, 2024, and the results of its operations
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 Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
required to be independent of the Company 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 Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated 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 consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated 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 consolidated financial
statements are available to be issued.
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Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements

as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
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 consolidated
financial statements.

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

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

e Identify and assess the risks of material misstatement of the consolidated 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 consolidated 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 Company’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 consolidated financial statements.

e 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.
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Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The accompanying supplementary information is presented for purposes of additional
analysis and is not a required part of the consolidated financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the consolidated financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the consolidated financial statements or to the consolidated financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements as a whole.

Maxuelf Lochio & Rt JhP

Austin, Texas
April 9, 2025
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Liabilities and Deficit

Current liabilities:
Accounts payable
Accrued expenses
Deferred revenue
Current portion of long-term debt

Total current liabilities
Long-term debt, net of current portion
Total liabilities

Deficit:
Members’ deficit
Noncontrolling interests

Total deficit

Total

See notes to consolidated financial statements.

$

1,117,801
1,143,495

666,412
7.757,983

10,685,691
8,000,000

18,685,691

(14,205,872)
2,398,448

(11,807,424)

$

6.878,267




Office
Travel and entertainment
Other

Total operating expenses
Loss from operations

Other income (expense):
Interest expense
Other income, net
Total other expense, net

Net loss
Less: net income attributable to noncontrolling interests

Net loss attributable to Fragment Holdings LL.C

See notes to consolidated financial statements.

536,614
488,790
519,840

9,154,925

(3.993,734)

(714,401)
53,399

(661,002)

(4,654,736)
1,467,059

(6,121,793)
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Balance, December 31, 2024 94,000 $ (14,205872) $ 2,398.448 § (11.807.424)

See notes to consolidated financial statements.
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Accrued expenses
Deferred revenue

Net cash used in operating activities

Cash Flows from Financing Activities:
Proceeds from long-term debt
Payments on long-term debt
Repurchase of 341,666 Series A

Units of The Daily Dot, LLC

Net cash provided by financing activities
Net change in cash, cash equivalents, and restricted cash
Cash, cash equivalents, and restricted cash, beginning of year

Cash, cash equivalents, and restricted cash, end of year

See notes to consolidated financial statements.

470,084
189.568

(4.100,143)

4,200,000
(200,000)

(126.852)

3,873,148

(226.995)
4,530,767

$

4,303,772




The Company has experienced recurring operating losses and negative operating cash flows

and expects to incur losses in 2025. Management believes that the Company s cash on hand,
contemplated related-party debt amendments, and projected revenue receipts under contemplated
sales agreements will be sufficient to fund its operations through at least one year from the date of
the independent auditors’ report. Accounting principles generally accepted in the United States
of America (“U.S. GAAP”) require this assessment be made by management. If these sources of
financing do not adequately fund operations, management will adjust the level of operations and
cash expenditures to an internally sustainable level.

Summary of Significant Accounting Policies

Basis of Presentation - The accompanying consolidated financial statements are presented
in accordance with U.S. GAAP as defined by the Financial Accounting Standards Board
Accounting Standards Codification and include the accounts of the Company. All significant
intercompany balances and transactions have been eliminated in consolidation.

Use of Estimates - The preparation of consolidated financial statements in conformity with
U.S. GAAP requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Cash, Cash Equivalents and Restricted Cash - The Company considers all highly liquid
ivestments with original maturities of three months or less when purchased to be cash
equivalents. Restricted cash consists of funds held as collateral for credit cards.

Accounts Receivable - Accounts receivable are recorded based on contracted prices when the
Company has an unconditional right to payment under the terms of the customer contract and
generally require payment within ninety days. Delinquent invoices do not accrue interest. The
Company continually monitors each customer’s creditworthiness and recognizes allowances for
estimated credit losses on customer accounts based on factors such as the age of the receivable
balance, historical experience, current economic conditions, and reasonable and supportable
forecasts. The allowance for estimated credit losses totaled approximately $37,000 as of
December 31, 2024.
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Leases - Leases with an initial term of twelve months or less are classified as short-term leases
and are not recognized in the consolidated balance sheet unless the lease contains a purchase
option that is reasonably certain to be exercised. Management assesses contracts at inception

to determine whether an arrangement is or includes a lease, which conveys the Company s right
to control the use of an identified asset for a period of time in exchange for consideration. A
determination is made at inception as to whether the lease is an operating lease or a finance lease,
and lease determinations are reassessed in the event of a change in lease terms. Right-of-use
("ROU”) assets and associated liabilities are recognized at the commencement date and initially
measured based on the present value of future minimum lease payments over the expected lease

term, with ROU assets increased for initial direct costs and prepaid lease payments and reduced by

any lease incentives received from the lessor. There were no ROU assets or associated liabilities
recorded in the Company s consolidated balance sheet as of December 31, 2024 as the Company
was not obligated under any lease agreements.

Fair Value Measurements - Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement
date. Fair value accounting requires characterization of the inputs used to measure fair value into
a three-level fair value hierarchy as follows:

Level 1 - Inputs based on quoted prices in active markets for identical assets or
liabilities. An active market is a market in which transactions occur with
sufficient frequency and volume to provide pricing information on an ongoing
basis.

Level 2 - Observable inputs that reflect the assumptions market participants would use
in pricing the asset or liability developed based on market data obtained from
sources independent from the entity.

Level 3 - Unobservable inputs that reflect the entity’s own assumptions about the
assumptions market participants would use in pricing the asset or liability
developed based on the best information available.
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than not that the tax position will be sustained upon examination by the relevant taxing authority
based on the technical merits of the position. The tax benefits recognized in the consolidated
financial statements from such a position are measured based on the largest benefit that has a
greater than 50% likelihood of being realized upon ultimate settlement. Management evaluated
the Company’s tax positions for all open tax years and believes the Company had no material
uncertain tax positions and recorded no related interest or penalties as of and for the year ended
December 31, 2024. Carryforward attributes that were generated in tax years prior to those that
remain open for examination may still be adjusted by relevant tax authorities upon examination if
they either have been, or will be, used in a future period.

Revenue Recognition - Revenue is recognized when promised goods and services are transferred
to customers in an amount that reflects the consideration to which the Company expects to be
entitled in exchange for those goods and services by following a five-step process: 1) identify the
contract with a customer, 2) identify the performance obligations in the contract, 3) determine

the transaction price, 4) allocate the transaction price, and 5) recognize revenue when or as the
Company satisfies a performance obligation.

The Company s revenues are primarily generated from the placement of advertisements on its
websites and subscription revenue from the Company 's publications. Each of these services
comprise a single performance obligation. Pricing for the placement of advertisements is generally
determined using a per-view application model based on the aggregate number of views on the
websites. Pricing for publication subscriptions is generally fixed. Advertising revenue is
recognized in the period the advertisements are viewed and subscription revenue is recognized
evenly over the subscription period.

Contracts are generally cancellable without penalty. Customers are invoiced in advance based
on the contract terms or on a monthly basis. Taxes collected from customers and remitted to
governmental authorities are excluded from revenue. Advance billings to clients in excess of
revenue earned are recorded as deferred revenue until the aforementioned revenue recognition
criteria are met. The timing of revenue recognition, billings and cash collections resulted in
accounts receivable and deferred revenue which totaled approximately $1,735,000 and $477,000
respectively, as of December 31, 2023. Substantially all of the Company’s revenue is recognized
over time rather than at a point in time.
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Long-Term Debt
The Company s related party debt obligations as of December 31, 2024 were as follows:

Subordinated demand note payable to a member with
interest accruing at fixed rate of 4.5% compounded
annually (4.5% as of December 31, 2024) and unpaid
principal and interest due on demand; and collateralized
by substantially all asscts $ 5,828,983

Subordinated $1.929,000 line of credit with a member with
interest accruing at 8% and unpaid principal and interest

due on demand; and collateralized by substantially all
assets 1.929.000

Subordinated notes payable to a member with interest
accruing at fixed rate of 10.0% compounded annually
(10.0% as of December 31, 2024) and $4,000,000 of
principal and unpaid interest due on the maturity date of
December 31, 2030 and $4,000,000 of principal and
unpaid interest due on the maturity date of December 31,
2035; and collateralized by substantially all assets 8,000,000

Total long-term debt $ 15757983

The Company recognized approximately $714,000 of related party interest expense during the
year ended December 31, 2024. All debt is payable on demand and therefore was recorded as a

current liability on the consolidated balance sheet.
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employees who have completed one month of service and are at least twenty-one years old. The
Company may choose to make a discretionary contribution to eligible participants, as defined.
The Company did not make contributions to the Plan for the year ended December 31, 2024,

Income Taxes

Deferred tax assets totaling approximately $2.418,000 as of December 31, 2024 were comprised
of net operating loss carryforwards and temporary differences for accrued interest and charitable
contribution carryforwards. Deferred tax liabilities totaling approximately $176,000 as of
December 31, 2024 were comprised of temporary differences for amortizable assets.

NN established a valuation allowance equal to the net deferred tax assets due to uncertainties
regarding the realization of deferred tax assets based on NN’s lack of earnings history. The

total valuation allowance recognized for net deferred tax assets as of December 31, 2024 was
approximately $2.242.000. The valuation allowance increased by approximately $812.000 during
the year ended December 31, 2024.

As of December 31, 2024, NN had approximately $10,987,000 in federal net operating loss
carryforwards that can be utilized in future periods to reduce taxable income. However, the
future utilization of the carryforwards may be subject to an annual limitation as a result of stock
ownership changes. The Company has not performed a study to determine if the carryforwards
are subject to this limitation. The federal net operating loss carryforwards may be carried forward
indefinitely.

NN’s provision for income taxes differs from the expected tax benefit amount computed by

applying the statutory federal income tax rate of 21% to income before income taxes primarily as a
result of the valuation allowance and permanent differences.
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Supplementary Information



n

Restricted cash 11,149 22,299 - 11,141 16,740 11,149 - 72,478

Accounts receivable, net - 26,672 - - 221.481 1,964,949 - 2,213,102
Prepaid expenses and other current assets - 95,054 - 32,770 213,099 20,470 - 361,393
Intercompany receivables 13,982,201 3,829,724 - 1,136,000 - 1,138,465 (20,086.390) -
Total current assets 14,220,172 4,036,530 - 1,184,796 464,438 7,058,721 (20,086,390) 6,878,267
Investment in subsidiaries (13,630,898) - - - - - 13,630,898 -
Total $ 589,274 $ 4,036,530 $ - $ 1,184,796 $ 464,438 $ 7,058,721 $ (6,455,492) $ 6,878,267

Liabilities and Equity (Deficit)

Current liabilities:

Accounts payable $ - $ 324,807 $ - $ 26,267 $ 660,814 $ 105,913 $ - $ 1,117,801
Accrued expenses 421,187 37,821 - 703 678,289 5,495 - 1,143,495
Deferred revenue - - - - 666,412 - - 666,412
Current portion of long-term debt 5,828,983 - - - 1,929,000 - - 7,757,983
Intercompany payables 545,000 6,492,081 1,880,993 4,005,940 7,162,376 - (20,086,390) -
Total current liabilities 6,795,170 6,854,709 1,880,993 4,032,910 11,096,891 111,408 (20,086,390) 10,685,691
Long-term liabilities:
Long-term debt 8,000,000 - - - - - - 8,000,000
Total liabilities 14,795,170 6,854,709 1,880,993 4,032,910 11,096,891 111,408 (20,086,390) 18,685,691
Equity (deficit):
Members’ equity (deficit) (14,205,896) (2,818,179) (1,880,993 (2,848,114) - 3,377,857 4,169,453 (14,205,872)
Stockholders’ deficit - - - - (9,461,445) - 9,461,445 -
Noncontrolling interests - - - - (1,171,008) 3,569,456 - 2,398,448
Total equity (deficit) (14,205,896) (2,818,179) (1,880,993) (2,848,114) (10,632,453) 6,947,313 13,630,898 (11,807,424)
Total $ 589,274 $ 4,036,530 $ - $ 1,184,796 $ 464,438 $ 7,058,721 $ (6,455,492) $ 6,878,267
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Gross margin

Operating expenses:
Shared services
Compensation and benefits
Sales and marketing
Professional services
Office
Travel and entertainment
Other

Total operating expenses
Income (loss) from operations

Other income (expense):
Equity in earnings (loss) in subsidiaries
Interest expense
Other income, net
Total income (expense), net

Net income (loss)

Less: net income (loss) attributable to
noncontrolling interests

Net income (loss) attributable to
Fragment Holdings LI.C

(24,154)

(2,747,393)

- 544,372 434,474 353,303 6,600,589 5,161,191
- - - 60,000 469,904 2,217,489 (2,747,393) -

- 1,550,040 - 1,238,173 - 216,847 - 3,005,060

- 455,299 - - 2,951,389 301,444 - 3,708,132

- 387,275 - 363,307 56,956 88,951 - 896,489

- 342,972 - 152,596 41,046 - - 536,614

- 31,083 - - 457,705 - - 488,790

1,970 30,33 1,094 14,423 72,358 199,659 - 519,840
1,970 2,997,007 1,094 1,828,499 4,049,358 3,024,390 (2,747,393) 9,154,925
(1,970) (2,452,635) (25,248) (1,394,025) 3,696,053) 3,576,199 - 3,993,734)
(5,569,783) - - - - - 5,569,783 -
(560,081) - - - (154,320) - - (714,401)
10,039 122 - 61 100 3,077 - 53,399
(6,119,825) 122 - 61 (154.220) 3,077 5,569,783 (661,002)
(6,121,793) (2,452,513) (25,248) (1,393,964) 3,850,275) 3,619,276 5,569,783 (4,654,736)
- - - - (424,042) 1,891,101 - 1,467,059
(6,121,793) (2,452,513) $ (25.248)  $ (1.393,964) $ (3,426.233) 1,728,175 5,569,783  $  (6.121,795)
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