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Independent Auditors’ Report

To the Board of Directors of
The Clubhouse Network, Inc.
Roxbury, Massachusetts

Opinion
We have audited the accompanying financial statements of The Clubhouse Network, Inc. (a nonprofit
organization), which comprise the statement of financial position as of December 31, 2024, and the

related statements of activities, functional expenses, and cash flows for the year then ended, and the
related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Clubhouse Network, Inc. as of December 31, 2024, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of The Clubhouse Network, 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 Clubhouse Network, Inc.'s
ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.

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 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 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 Clubhouse Network, Inc.'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 Clubhouse Network, Inc.'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.

LT monlnarnnt Cnarciidis, LP

Woburn, Massachusetts
November 12, 2025



The Clubhouse Network, Inc.
Statement of Financial Position
December 31, 2024

Assets
Current assets:
Cash and cash equivalents
Grants and contributions receivable, net
Investments, at fair value
Prepaid expenses and other current assets
Total current assets

Property and equipment, net

Other assets:
Operating lease right-of-use assets, net
Website development costs, net
Total other assets

Total assets

Liabilities and Net Assets
Current liabilities:

Current portion of operating lease liabilities

Accounts payable
Grants payable
Accrued expenses

Total current liabilities

Long-term liabilities:

Operating lease liabilities, net of current portion

Total liabilities

Net assets:
Without donor restrictions
Undesignated
Board designated

Total net assets without donor restrictions

With donor restrictions
Total net assets

Total liabilities and net assets

959,147
486,609
1,200,517
136,962

2,783,235

256,467

498,343
66,965

565,308

3,605,010

+

80,359
196,627
29,999
59,127

366,112

465,790

831,902

1,374,140
1,257,499

2,631,639
141,469

2,773,108

3,605,010

The accompanying notes are an integral part of these financial statements.
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The Clubhouse Network, Inc.

Statement of Activities

For the Year Ended December 31, 2024

Support and Revenue
Support:
Grants and contributions
Net assets released from restriction
Total support

Revenue:
Investment income, net
Other income
Program participant fees
Total revenue

Total support and revenue

Expenses
Program services
Management and general
Fundraising

Total expenses before depreciation and amortization

Change in net assets before
depreciation and amortization

Depreciation and amortization
Total change in net assets
Net assets at beginning of year
Net assets at end of year

The accompanying notes are an integral part of these financial statements.
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Without Donor With Donor
Restrictions Restrictions Total
$ 2,860,994 $ 101,578 $ 2,962,572
647,644 (647,644) -
3,508,638 (546,066) 2,962,572
105,949 - 105,949
60,495 - 60,495
20,000 - 20,000
186,444 - 186,444
3,695,082 (546,066) 3,149,016
2,480,512 - 2,480,512
590,880 - 590,880
111,503 - 111,503
3,182,895 - 3,182,895
512,187 (546,066) (33,879)
99,001 - 99,001
413,186 (546,066) (132,880)
2,218,453 687,535 2,905,988
$ 2631639 $ 141,469 $ 2,773,108




The Clubhouse Network, Inc.
Statement of Functional Expenses
For the Year Ended December 31, 2024

Program Services Supporting Services
Network Program Management
Support Events Flagship Total Program  and General Fundraising Total
Salaries and related expenses:

Salaries and wages $ 1,040,670 $ 48883 $ 132,020 $ 1221573 $ 261,778 $ 71,304 $ 1,554,655
Employee benefits 158,502 7,445 20,107 186,054 39,871 10,860 236,785
Payroll taxes 75,733 3,557 9,607 88,897 19,050 5,189 113,136

Total salaries and related expenses 1,274,905 59,885 161,734 1,496,524 320,699 87,353 1,904,576

Other expenses:

Participant support 317,328 228,421 37,528 583,277 - - 583,277
Consulting 80,592 - 20,687 101,279 109,385 17,500 228,164
Occupancy 50,853 - 60,550 111,403 3,644 6,056 121,103
Legal and accounting - - - - 100,630 - 100,630
Depreciation and amortization 39,600 - 49,501 89,101 4,950 4,950 99,001
Conferences and travel 62,889 26,005 4,452 93,346 3,318 - 96,664
Software and subscriptions 44,741 75 1,822 46,638 18,271 - 64,909
Office expense 5,566 4,279 9,219 19,064 26,706 - 45,770
Supplies and materials 7,857 903 6,398 15,158 1,467 - 16,625
Insurance 3,251 - 4,064 7,315 6,594 406 14,315
Telephone and internet 1,501 - 1,877 3,378 166 188 3,732
Event venue - 3,130 - 3,130 - - 3,130

Total other expenses 614,178 262,813 196,098 1,073,089 275,131 29,100 1,377,320

Total expenses by function 1,889,083 322,698 357,832 2,569,613 595,830 116,453 3,281,896

Less items separately stated
on the Statement of Activities:
Depreciation and amortization (39,600) - (49,501) (89,101) (4,950) (4,950) (99,001)

Total expenses included in
the functional categories on
the Statement of Activities $ 1849483 $ 322698 $ 308,331 $ 2480512 $ 590,880 $ 111503 $ 3,182,895

The accompanying notes are an integral part of these financial statements.
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The Clubhouse Network, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2024

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Net realized and unrealized gains on investments
Depreciation and amortization
Reduction in carrying amount of operating lease right-of-use assets
Changes in operating assets and liabilities:
(Increase) decrease in:
Grants and contributions receivable
Prepaid expenses and other current assets
Decrease in:
Accounts payable
Accrued expenses
Operating lease liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Proceeds from sales and maturities of investments
Purchases of investments

Net cash provided by investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information

Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows from operating leases

$ (132,880)

(90,697)
99,001
77,025

365,317
(75,956)

(28,775)
(55,422)
(76,917)

80,696

371,668
(61,616)

310,052

390,748
568,399

$ 959,147

$ 86,384

The accompanying notes are an integral part of these financial statements.
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The Clubhouse Network, Inc.
Notes to the Financial Statements
For the Year Ended December 31, 2024

1. Nature of Operations

The Clubhouse Network, Inc. (the Organization), was incorporated on March 30, 2017, and
received tax exempt status on September 7, 2017, under the laws of the Commonwealth of
Massachusetts as a nonprofit organization exempt from federal income taxes under Section
501(c)(3) of the Internal Revenue Code.

The Organization provides opportunities for youth in underserved communities to work with
mentors to explore their own ideas, develop new skills, and build confidence through the use of
technology. The Organization has direct control over the operations of the Flagship Clubhouse
(the Flagship) located in Roxbury, Massachusetts. In addition to the Flagship location, the
Organization serves as the headquarters for and licenses “The Clubhouse Network” trademark to
approximately 162 independently operated Clubhouses (collectively the “Clubhouses” or
“Network™) in 21 countries. Licensed Clubhouses are not under the direct control of the
Organization and are independent non-profit organizations. The Organization provides these
locations with start-up support, professional development, evaluation and assessment,
partnership opportunities, and access to an online community for youth, mentors, and staff. The
Organization is funded primarily through corporate and government grants and contributions.

Approximately 83 of the licensed locations, including the Flagship location, are Best Buy Teen
Tech Centers (BBTTCs), which are sponsored and funded by Best Buy Foundation.

The Organization operates the following programs:

Network Support

General

Support provided by the Organization to Clubhouses and BBTTCs in the Network. Support is
provided largely through liaisons who oversee Clubhouses spread over 10 geographic regions.
Liaisons work closely with Clubhouses in the Network to ensure Clubhouses remain compliant
with requirements in the license agreements and are following best practices to ensure each
Clubhouse meets their highest potential. Liaisons help with outreach to organizations, review and
evaluate proposals, take part in site visits and help select new locations. Once selected, liaisons
work closely with each organization to ensure they have the necessary staff, program, and
technology in place to run an effective Clubhouse.

C2C (Clubhouse-to-College/Career) Pathways to Success

Draws on Clubhouse expertise to support the global need for a trained and ready workforce in
the Science, Technology, Engineering and Mathematics (STEM) field. This program develops
the member’s workforce readiness skills and helps them gain real-world work experience
through an internship placement.

Program Events
Teen Summit

A biennial week-long youth leadership event bringing together youth from each Clubhouse.
Youth leaders explore issues relevant to them and propose solutions through the creative use of
innovative, high-end technologies. The event features a college and career fair, collaborative
cross-cultural activities, and other opportunities for educational, career, and personal growth.

Immersion Week

The Organization hosts a week-long training and orientation program at the Flagship Clubhouse
approximately three to four times a year, where new staff from around the network experience an
onboarding process to the network and learning model.



The Clubhouse Network, Inc.
Notes to the Financial Statements
For the Year Ended December 31, 2024

1. Nature of Operations...continued

Program Events...continued
Annual Conference

The Organization organizes an annual conference for the Clubhouse community to come
together, build skills, share ideas, reflect on experiences, and plan for the future. Clubhouse staff,
directors, and partners from academia, research, government, and the corporate sector typically
attend. The Organization did not hold an annual conference in 2024.

Flagship
Represents the programs offered by the Clubhouse and BBTTC operated at the Organization’s

Roxbury, Massachusetts headquarters. The Flagship Clubhouse provides a space for underserved
youth to explore their ideas and build confidence through the use of technology and mentoring.

2. Summary of Significant Accounting Policies

Basis of Presentation

The financial statements have been prepared in accordance with accounting standards set by the
Financial Accounting Standards Board (FASB). The FASB sets generally accepted accounting
principles (GAAP) to ensure the statement of financial position, and the related statements of
activities, functional expenses, and cash flows are consistently reported. References to GAAP
issued by the FASB in these notes are to the FASB Accounting Standards Codification (ASC).

Basis of Accounting
The Organization’s financial statements have been prepared on the accrual basis of accounting.
A summary of the significant accounting policies applied in the preparation of the financial
statements follows.

Use of Estimates

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

Financial Statement Presentation

Financial statement presentation follows FASB ASC Topic No. 958, Not-for-Profit Entities (ASC
958). Under ASC 958, the Organization is required to report information regarding its net assets,
revenue, gains and losses based on the existence or absence of donor-imposed restrictions.
Accordingly, net assets and changes therein are classified and reported as follows:

Without Donor Restrictions

Net assets without restrictions include amounts available for use in general operations
and not subject to donor-imposed restrictions. The Organization’s board may designate
net assets without restrictions for specific operational purposes from time to time.

With Donor Restrictions

Net assets with restrictions include amounts resulting from contributions and other
inflows of assets whose use by the Organization is limited by donor-imposed
stipulations. Some stipulations are temporary in nature that expire with the passage of
time or can be fulfilled and removed by actions of the Organization pursuant to those
stipulations. If the stipulation is fulfilled in the same time period in which the
contribution is received, the contribution is reported as having no restrictions in the year
received. Other donor restrictions are perpetual in nature, where the donor has stipulated
the funds be maintained in perpetuity.
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The Clubhouse Network, Inc.
Notes to the Financial Statements
For the Year Ended December 31, 2024

2. Summary of Significant Accounting Policies...continued

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Organization considers all highly liquid financial
instruments with original maturities of three months or less, when purchased, to be cash equivalents.

Grants and Contributions Receivable

Grants and contributions receivable that are expected to be collected within one year are
recorded at net realizable value. Grants and contributions receivable expected to be collected in
future years are initially recorded at fair value using present value techniques incorporating risk-
adjusted discount rates designed to reflect the assumptions market participants would use in
pricing the asset. In subsequent years, amortization of the discount for contributions is recorded
as an additional contribution in accordance with donor-imposed stipulations, if any, on the
contribution. Grants and contributions receivable outstanding at December 31, 2024 are expected
to be collected over the next fiscal year. The Organization determines the allowance for
uncollectible grants and contributions receivable based on historical experience, an assessment of
economic conditions, and a review of subsequent collections. Grants and contributions are
written off when deemed uncollectible. It is the opinion of management that grants and
contributions receivables are fully collectible. Accordingly, an allowance for uncollectible grants
and contributions receivable was not deemed necessary at December 31, 2024.

Investments

The Organization records investment purchases at cost, or if donated, at fair value on the date of
donation. Thereafter, investments are reported at their fair values in the statement of financial
position.

Investment income or loss, which consists of interest and dividend income, realized gains and
losses, and unrealized gains and losses on those investments, less external and direct internal
investment expenses is included in revenue and support in the statement of activities. Investment
income and gains restricted by donors are reported as increases in unrestricted net assets if the
restrictions are met (either a stipulated time period ends, or a purpose restriction is accomplished)
in the reporting period in which the income and gains are recognized.

Fair Value Measurements

The Organization discloses the fair value of investments (see Note 5) in accordance with FASB
ASC Topic No. 820, Fair Value Measurements (ASC 820). The framework under ASC 820
provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value.

The three levels of the fair value hierarchy under ASC 820 are described as follows:

Level 1- Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Organization has
the ability to access.

Level 2 - Inputs to the valuation methodology include:

e quoted prices for similar assets or liabilities in active markets;

e quoted prices for identical or similar assets or liabilities in
inactive markets;

e inputs other than quoted prices that are observable for the asset
or liability;

e inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

Level 3- Inputs to the valuation methodology are unobservable and significant to
the fair value measurement.
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The Clubhouse Network, Inc.
Notes to the Financial Statements
For the Year Ended December 31, 2024

2. Summary of Significant Accounting Policies...continued

Fair Value Measurements
A financial instrument’s 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
Following is a description of the valuation methodologies used for assets measured at fair value on a
recurring basis. There were no changes in the methodologies used at December 31, 2024.

Marketable Equity Securities

Marketable equity securities are valued based on quoted prices from an active market.
These investments are categorized as Level 1 as they are actively traded and no valuation
adjustments have been applied.

Marketable Debt Securities

Marketable debt securities are valued at fair value. The Organization’s investments in
agency securities and corporate bonds are classified as Level 2 as they are traded in markets
that are not considered to be active, but are valued based on quoted market prices, or
alternative pricing sources supported by observable inputs.

Property and Equipment
Property and equipment are stated at cost less accumulated depreciation. Depreciation is
computed using the straight-line method over estimated useful lives of the assets.

Description Useful Life
Leasehold improvements Life of lease
Computers and software 3 -5 years
Furniture and fixtures 5 years
Equipment 5 years

Expenditures for maintenance and repairs are charged to expense as incurred, while expenditures
which significantly increase values or extend useful lives are capitalized. Upon the disposition of
property and equipment, the cost and related accumulated depreciation are eliminated from the
accounts and the gain or loss thereon is reflected in the statement of activities. The Organization
capitalizes all expenditures in excess of $2,500 for property and equipment with a useful life
greater than 12 months.

Leases

The Organization accounts for leases under FASB ASC Topic No. 842, Leases (ASC 842), which
establishes a right-of-use model for lessee accounting, resulting in the recognition of most leased
assets and lease liabilities on the statement of financial position of the lessee. The Organization
assesses whether an agreement contains a lease at inception. All leases are reviewed for finance or
operating classification once control is obtained. Leases with an initial term of 12 months or less are
not recorded on the statement of financial position.

Right-of-use (ROU) assets represent the Organization's right to use an underlying asset for the lease
term and lease liabilities represent the obligation to make lease payments arising from the lease.
Operating lease ROU assets and liabilities are recognized at commencement date based on the
present value of lease payments over the lease term. The operating lease ROU asset also includes
any lease payments made in advance and is reduced by lease incentives received.
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The Clubhouse Network, Inc.
Notes to the Financial Statements
For the Year Ended December 31, 2024

2. Summary of Significant Accounting Policies...continued

Leases...continued

As most leases do not provide an implicit rate, the Organization uses the risk-free US Treasury Rate
to determine the implicit rate in determining the present value of lease payments. The Organization
also made an election to account for lease and non-lease components in its contracts as a single
lease component. Lease terms include options to extend the lease when it is reasonably certain that
the Organization will exercise that option.

The Organization assumes options are reasonably certain to be exercised based on management’s
judgement, and after the adoption of ASC 842, when it incurs significant leasehold improvement
costs near the end of a lease term. Lease expense for lease payments is recognized on a straight-line
basis over the lease term unless the related ROU asset has been adjusted for an impairment charge
(see Note 7).

Website Development Costs

The Organization follows FASB ASC Topic No. 350-50, Website Development Costs (ASC 350-
50). Under ASC 350-50, website development costs incurred in the development phase of a
website are capitalized to the extent their estimated useful life exceeds one year. Costs incurred
that relate to the planning and post-implementation phases are expensed as incurred. Upgrades or
enhancements that increase functionality are capitalized. The Organization amortizes website
development costs using the straight-line method over an estimated useful life of five years.

Compensated Absences

Employees of the Organization are entitled to paid vacation, paid sick days, and personal days off,
depending on job classification and length of service. The Organization accrues for the costs of
compensated absences to the extent that the employee’s right to receive payment relates to service
already rendered, the obligation vests or accumulates, payment is probable, and the amount can be
reasonably estimated. The Organization’s obligations are recorded net of estimated forfeiture due to
turnover when reasonably predictable.

Support and Revenue Recognition

Grants and Contributions

Grants and contributions, including unconditional promises to give, are recognized as revenue in the
period received, pledged, or notification of a beneficial interest is received. Conditional promises to
give, which are those with a measurable performance or other barrier and a right of return, are not
recognized until the conditions on which they depend have been met. Contributions of assets other
than cash are recorded at their estimated fair value.

Contributions of property and equipment and other long-lived assets are also reported as revenue
and net assets without donor restrictions, unless subject to time restrictions. Absent explicit
donor stipulations for the time long-lived assets must be held, expirations of restrictions resulting
in reclassification of net assets with donor restrictions as net assets without donor restrictions are
reported when the long-lived assets are placed in service.

During the year ended December 31, 2024, the Organization received a conditional contribution
which is conditioned upon the incurrence of allowable qualifying expenses related to the
Organization’s assistance in the start-up and ongoing support of BBTTCs globally. At
December 31, 2024, contributions of $417,907 related to this conditional contribution have not
been recognized in the accompanying statement of activities because the conditions on which
they depend have not yet been met.
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The Clubhouse Network, Inc.

Notes to the Financial Statements
For the Year Ended December 31, 2024

2. Summary of Significant Accounting Policies...continued

Support and Revenue Recognition. ..continued

Grants and Contributions...continued

A portion of the Organization’s revenue is derived from cost-reimbursable government grants,
which are conditioned upon certain performance requirements and/or the incurrence of allowable
qualifying expenses. Amounts received are recognized as revenue when the Organization has
incurred expenditures in compliance with specific contract or grant provisions. Amounts received
prior to incurring qualifying expenditures are reported as refundable advances in the statement of
financial position. The Organization recognized $570,704 in support related to cost-reimbursable
government grants during the year ended December 31, 2024. The remaining maximum cost-
reimbursable government grant amounts to be recognized, subject to periodic adjustments, totaled
$1,636,137 at December 31, 2024. There were no refundable advances under these grant agreements
at December 31, 2024.

All contributions are considered to be available for unrestricted use unless specifically restricted
by the donor. Amounts received that are designated for future periods or restricted by the donor
for specific purposes are reported as support with donor restrictions depending upon the
condition(s) stipulated by the donor. When a restriction expires (that is, when a stipulated time
restriction ends or purpose restriction is accomplished), net assets with donor restrictions are
reclassified to net assets without donor restrictions and are reported in the statement of activities
as net assets released from restriction. However, if a restriction is fulfilled in the same time
period in which the contribution is received, the contribution is reported as without donor
restrictions in the year received.

In-Kind Contributions

In-kind contributions are reflected as contributions at their estimated fair value at the date of
donation and are reported as support without donor restrictions unless explicit donor stipulations
specify how donated assets must be used. The Organization recognizes the estimated fair value
of contributed services if such services meet the following criteria:

e The services received either create or enhance nonfinancial assets, or

e The services received require specialized skills and are provided by individuals
possessing those skills, and the services received would typically need to be purchased if
not contributed.

The Organization did not receive any contributed services meeting these criteria which would
require recognition in the accompanying statement of activities for the year ended
December 31, 2024.

The Organization’s policy related to gifts-in-kind is to utilize the assets given to carry out the
mission of the Organization. If an asset is provided that does not allow the Organization to utilize
it in its normal course of business, the asset will be sold at its fair market value as determined by
appraisal or specialist depending on the type of asset.
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The Clubhouse Network, Inc.
Notes to the Financial Statements
For the Year Ended December 31, 2024

Summary of Significant Accounting Policies...continued

Support and Revenue Recognition. ..continued

Program Participant Fees

The Organization applies the provisions of FASB ASC Topic No. 606-10, Revenue from
Contracts with Customers, and all related appropriate guidance (collectively, ASC 606). The
Organization recognizes revenue under the core principle of this guidance to depict the transfer
of promised goods or services to the Organization’s customers in an amount reflecting the
consideration the Organization expects to be entitled in exchange for those products or services.
In order to achieve this principal, revenues are recognized based upon a five-step model, which
involves: (1) identifying contracts with customers, (2) identifying performance obligations within
those contracts, (3) determining the transaction price, (4) allocating the transaction price to the
performance obligations, and (5) recognizing revenue upon satisfaction of those performance
obligations.

Program participant fees are recognized upon satisfaction of performance obligations, which
occurs at a point in time, when services are rendered. Amounts received prior to the period
services are rendered or are intended for future periods are reported as contract liabilities. Total
revenue from contracts with customers for the year ended December 31, 2024 totaled $20,000.
There were no trade receivables, contract assets, or contract liabilities at January 1, 2024 or
December 31, 2024.

Functional Allocation of Expenses

The Organization allocates its expenses on a functional basis among its various programs and
support services. Expenses that can be identified with a specific program and support service are
allocated directly according to their natural expense classification, while other expenses are
allocated based on management’s systematic and rational policy as follows:

Expense Method of Allocation
Salaries and wages Time and effort
Employee benefits Time and effort
Payroll taxes Time and effort
Occupancy Square footage
Depreciation and amortization Square footage/usage
Insurance Square footage
Telephone and internet Square footage/usage

Income Taxes

The Organization is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code (IRC) and is a public charity according to Section 509(a)(1) of the IRC. Accordingly, no
provision for income taxes has been recorded in the accompanying financial statements.

The Organization accounts for the uncertainty in income taxes in accordance with the provisions
of FASB ASC Topic No. 740, Income Taxes, which prescribes a recognition threshold of more
likely-than-not, and a measurement attribute for all tax positions taken or expected to be taken on
a tax return, in order for those tax positions to be recognized in the financial statements.

When necessary, the Organization accounts for interest and penalties related to uncertain tax
positions as part of its provision for income taxes. The Organization does not expect that
unrecognized tax benefits arising from tax positions will change significantly within the next
12 months.
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The Clubhouse Network, Inc.
Notes to the Financial Statements
For the Year Ended December 31, 2024

3. Liquidity and Availability

Financial assets available within one year of the statement of financial position date for general
expenditure at December 31, 2024 consisted of the following:

Financial assets at year-end:

Cash and cash equivalents $ 959,147
Grants and contributions receivable 486,609
Investments, at fair value 1,200,517
2,646,273
Less amounts not available within one year to be used for general expenditures:

Investments (439,630)
Grants payable (29,999)
Donor restricted net assets (141,469)
Financial assets not available to be used within one year (611,098)

Financial assets available to meet general
expenditures within one year $ 2,035,175

The Organization is substantially supported by donor restricted contributions. Because a donor’s
restriction requires resources to be used in a particular manner or in a future period, the
Organization must maintain sufficient resources to meet those responsibilities to its donors.
Thus, the Organization ensures that fundraising is directed towards its programs and that its
programs are centralized around the funding received. The Organization also invests cash in
excess of six months of operating expenses in marketable debt and equity investments to
maximize investment return. The financial assets listed above are not subject to donor or other
contractual restrictions that make them unavailable for general expenditure within one year of the
statement of financial position date. Donor restricted assets of $141,469 at December 31, 2024
have been excluded from the balances above.

As part of the Organization’s liquidity management, it has a policy to structure its financial
assets to be available as its general expenditures, liabilities, and other obligations come due. The
Organization’s 2025 operating budget, including restricted activity, consists of approximately
$3,900,000 in expenditures.

4, Investments

The comparison of the actual costs and fair values of investments at December 31, 2024 was as

follows:
Unrealized
Cost Fair Value Gains (Losses)
Marketable equity securities:
Common stock — domestic $ 349043 $ 514004 $ 164,961
Common stock — international 206,092 246,883 40,791
Marketable debt securities:
Agency securities 404,059 371,230 (32,829)
Corporate bonds 75,000 68,400 (6,600)
Total investments $ 1034194 $ 1200517 $ 166,323
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6.

Investments...continued

The following schedule summarizes net investment income, including net realized and
unrealized gains and losses, for the year ended December 31, 2024:

Net realized and unrealized gains on investments ~ $ 90,697

Interest, dividends, and capital gain distributions 25,732
Management advisory fees (10,480)
Investment income, net $ 105,949

Net investment income for the year ended December 31, 2024 includes interest earned on certain
accounts included with cash and cash equivalents.

Fair VValue Measurements

The following table sets forth by level, within the fair value hierarchy, the Organization’s
investments at fair value on a recurring basis at December 31, 2024:

Level 1 Level 2 Level 3 Total
Marketable equity securities:
Common stock — domestic $ 514004 $ - 8 - $ 514,004
Common stock — international 246,883 - - 246,883
Marketable debt securities:
Agency securities - 371,230 - 371,230
Corporate bonds - 68,400 - 68,400
Total investments $ 760,887 $ 439630 $ - $ 1,200,517

Property and Equipment

Property and equipment at December 31, 2024 consisted of the following:

Leasehold improvements $ 518,236
Computers and software 89,226
Furniture and fixtures 71,409
Equipment 8,708
687,579

Less: accumulated depreciation (431,112)
$ 256,467

Depreciation expense for the year ended December 31, 2024, totaled $61,013.
Operating Leases

The Organization has an operating lease for a facility in Massachusetts with a remaining lease
term of approximately six years. The lease contains an option to extend the term of the lease for
an additional five years. Lease payments for the extension period will be set based on future
market rates. Since both parties must agree on the rental payment terms of the renewal period,
the periods after the initial term are not enforceable and therefore are not included in the lease
term, and the lease payments are not reflected in the ROU asset and liability.
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7. Operating Leases...continued

The lease includes rent escalations. The lease requires the Organization to pay base rent
payments, plus the Organization’s proportional share of operating expenses and taxes, which are
considered variable lease payments and are included with lease costs. The Organization is not
subject to residual value guarantees under any lease agreements, and the leases do not contain
financial covenants and restrictions.

During the year ended December 31, 2024, lease expense consisted of the following:

Operating lease costs $ 86,492
Variable lease costs 34,611
Total lease costs $ 121,103

Supplemental statement of financial position information for operating leases at
December 31, 2024 is as follows:

ROU assets $ 725,789

Reduction in carrying amount of ROU assets (227,446)

$ 498,343

Weighted average remaining term (in years) 6.01
Weighted average discount rate 1.63%

Maturities of operating lease liabilities at December 31 are as follows:

2025 $ 88,544

2026 90,758

2027 93,027

2028 95,352

2029 97,736

Thereafter 108,545

Total lease payments 573,962

Less: amounts representing interest (27,813)

Total discounted lease liabilities 546,149

Less: current portion (80,359)

Long-term portion of lease liabilities $ 465,790

8. Website Development Costs

Website development costs of $189,931, net of accumulated amortization of $122,966, have
been included on the accompanying statement of financial position at December 31, 2024.
Amortization expense related to website development costs totaled $37,988 for the year ended
December 31, 2024.

Future estimated amortization expense relating to the website development costs for the years
ending December 31% is as follows:

2025 $ 37,986
2026 21,448
2027 6,528
2028 1,003
5 66965
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10.

Agency Transactions

The Organization has entered into various agreements with unrelated organizations in which the
Organization does not retain variance power over the assets transferred. Accordingly, the
transactions under these grant agreements are treated as agency transactions. Pass-through
funding received to be granted to other organization is recorded as a grants payable liability
when funding is received, which is reduced when funds are granted to the organizations. There
was no activity within grants payable during the year ended December 31, 2024. At
December 31, 2024, pass-through funding received that has not been disbursed totaled $29,999
and has been included in grants payable in the accompanying statement of financial position. The
unexpended grants funds of $29,999 at December 31, 2024 are included in cash and cash
equivalents.

Net Assets

Net Assets without Donor Restrictions
Net assets without donor restrictions at December 31, 2024 consisted of the following:

Undesignated $ 1,374,140
Board designated 1,257,499
$ 2,631,639

The Board established a designated fund to set aside and designated for future expenditures as
determined by the Board. Unless otherwise authorized by the Board, spending of these
investments are not to exceed 5% annually of the average value of the fund balances for the
preceding two-year period as of the end of the quarter prior to the distribution request. Spending
is defined as the release of board designated net assets to undesignated funds in order to fund
expenditures.

The activity within the board designated investment fund, including cash and cash equivalents,
during the year ended December 31, 2024 was as follows:

Board designated fund at January 1, 2024 $ 1,159,083

Investment return, net 98,416
Designations of net assets by board -
Distributions of net assets pursuant to distribution policy -

Board designated fund at December 31, 2024 $ 1,257,499

Net Assets with Donor Restrictions
Net assets with donor restrictions at December 31, 2024 have been restricted by donors for the
purposes as follows:

Subject to expenditure for specified purpose:

Flagship program and network support $ 73,061
C2C Pathways to Success 33,929
Training 4,479
111,469

Subject to passage of time and specified purpose:
Annual conference 30,000
Total net assets with donor restrictions $ 141,469
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10.

11.

12.

13.

14.

Net Assets...continued

Net Assets with Donor Restrictions...continued

For the year ended December 31, 2024, net assets were released from donor restrictions by
incurring expenses satisfying the restricted purposes or by occurrence of the passage of time or
other events specified by donors as follows:

Satisfaction of purpose restrictions:

Flagship program and network support $ 404,651
C2C Pathways to Success 116,071
Training 5,520
526,242
Satisfaction of time and purpose restrictions

Engineer to the Week (EFTW) 71,402
Teen Summit 50,000
121,402

$ 647,644

Retirement Plan

The Organization has established a retirement plan under Section 403(b) of the Internal Revenue
Code covering substantially all employees. Employees may elect to contribute to the plan on a
salary reduction basis and the Organization may elect to provide a contribution to the plan. The
Organization contributed $65,844 to the plan for the year ended December 31, 2024.

Self-Funded Unemployment Insurance

The Organization maintains a self-insurance program for its unemployment insurance for the
Commonwealth of Massachusetts. Self-insurance cost is accrued based on claims reported at
December 31, 2024, as well as an estimated liability for claims incurred but not reported. During
the year ended December 31, 2024, there were no unemployment claims paid. Future estimated
liability for claims, which was included with accrued expenses in the accompanying statement of
financial position, totaled $18,000 at December 31, 2024. While it is at least reasonably possible
that the estimate will change materially in the near term, no estimate can be made of the range of
additional loss that is at least reasonably possible.

Commitments and Contingencies

The Organization receives a portion of its funding from government grants. The grants are
subject to audit by the respective funding source and could result in the recapture of previously
reported revenue due to disallowed costs or other non-compliance with the grant terms.
Management does not believe that any such disallowance, if found, would be material to the
Organization's financial statements. Accordingly, no provision for any liability that may result
has been made in the financial statements.

Concentrations of Credit Risk

Financial instruments that potentially expose the Organization to concentrations of risk consist
principally of cash and cash equivalents, grants and contributions receivables, and investments.

The Organization maintains their cash and cash equivalents in bank deposit accounts, which at
times may exceed federally insured limits. The Organization has not experienced any losses in
such accounts and believes it is not exposed to any significant credit risk on cash and cash
equivalents.
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14.

15.

Concentrations of Credit Risk...continued

The Organization’s investments are exposed to market and credit risks. Due to the level of risk
associated with certain securities, it is at least reasonably possible that changes in the values of
investment securities will occur in the near term and that such change could materially affect the
Organization’s financial position. The Organization mitigates this risk by diversifying their
investments amongst a wide variety of industries, countries, and types of investments.

Grants and contributions receivable due from two funding sources represented 99% of the total
balance outstanding at December 31, 2024.

Grants and contributions from two funding sources represented 84% of total support for the year
ended December 31, 2024.

Subsequent Events

The Organization has evaluated subsequent events for potential disclosure or recognition through
November 12, 2025, the date the financial statements were available to be issued.
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