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Code Ninjas, LLC v. Beyond Gravity Media, Inc. & Branden Scott Matalon
Code Ninjas, LLC v. Beyond Gravity Media, Inc. & 

Branden Scott Matalon

Marlow Henry v. Wilmington Trust, N.A., et al.
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The Brand Marketing Development Fund
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(8) 

Local Marketing
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Advertising Cooperatives. 

Grand Opening Marketing Program

Vehicles.

Advisory Council
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Digital Sites
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Data
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Code Ninjas 
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Code Ninjas 
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Introduction

We operate and grant franchises for “Code Ninjas” learning centers, which operate in buildings that 
feature our interior and/or exterior design, and which also feature our Services and our Products (each 
a “Learning Center”). The services that Learning Centers will provide include child-focused 
educational programs, including subjects such as computer programming, coding, math, logic, 
reasoning skills and teamwork (the “Services”) and the products that Learning Centers offer generally 
include “Code Ninjas” branded merchandise (such as t-shirts, hoodies, wrist bands, and similar items) 
(the “Products”).  

Among the distinguishing characteristics of a Learning Center are that it operates under our “Code 
Ninjas” System. Our System includes (among other things): Services, Products; signage; distinctive 
interior and exterior design and accessories; opening hours; operational procedures; standards and 
specifications; quality and uniformity of Services and Products offered; student materials, curriculum, 
course materials, and related educational offerings, management and inventory control procedures; 
software; training and assistance; business format, layouts and floor plans, methods, equipment lists 
and layouts,  the Proprietary Marks (defined below), as well as advertising and promotional programs 
(together, the “System”).  

We identify the System by means of our Proprietary Marks. Our proprietary marks include certain trade 
names (for example, the mark “Code Ninjas”), service marks, trademarks, logos, emblems, and indicia 
of origin (for example, the “Code Ninjas” mark and logo), as well as other trade names, service marks, 
and trademarks that we may periodically specify in writing for use in connection with the System (all 
of these are referred to as our “Proprietary Marks”). We and our affiliates continue to develop, use, 
and control the use of our Proprietary Marks in order to identify for the public the source of Services 
and Products marketed under those marks and under the System, and to represent the System’s 
standards of quality, cleanliness, appearance, and service. 

We are in the business of developing, programming and awarding franchise rights to third party 
franchisees, such as you. You will be in the business of operating a Learning Center, using the same 
brand and Proprietary Marks as other independent businesses that operate other Learning Centers 
under the System (including some operated by our affiliates). We will not operate your Learning Center 
for you, although we have (and will continue) to set standards for Learning Centers that you will have 
chosen to adopt as yours by signing this Agreement and by your day-to-day management of your 
Learning Center according to our brand standards. 

You have asked to enter into the business of operating a Learning Center under our System and wish 
to obtain a franchise from us for that purpose, as well as to receive the training and other assistance 
we provide as described in this Agreement. You also understand and acknowledge the importance of 
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our standards of quality, cleanliness, appearance, and service and the necessity of operating the 
business franchised under this Agreement in conformity with our standards and specifications. 

In recognition of all of the details noted above, the parties have chosen to enter into this Agreement, 
taking into account all of the promises and commitments that they are each making to one another in 
this Agreement, and for other good and valuable consideration (the sufficiency and receipt of which 
they hereby acknowledge) and they agree as follows: 

Rights and Obligations

Accepted Location

Protected Area
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Our Reserved Rights

Limits on Where You May Operate

Other Brands
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Term

Renewal
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Training

Site Selection.

Standard Layout and Equipping of a Learning Center

Opening and Additional Assistance

Brand Manual

Marketing Materials

Brand Marketing Development Funds
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Inspection Before Opening

Assistance

Services Performed

Our Decision-Making

Confirmation of Performance

Initial Fees
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Monthly Fees and Sales Reports

Due Date and Payment Method
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No Subordination

Late Payment

Other Funds Due

Index

Funds

Opening Deadline. 

Site for the Learning Center

Our Review and Your Responsibilities

Code Ninjas - Amended 2023 FDD (84)



Lease Review. 
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Preparing the Site. 

Construction or Renovation
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Pre-Opening

Reporting Development Costs

Relocation.
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Designated Principal and Management

Initial Management Training
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Additional Obligations and Terms Regarding Training
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Additional On-Site Training

Convention.

The requirements of this Section 7 apply to Proprietary Items (Section 7.2), Input Items that 
you must purchase or otherwise source from approved suppliers (Section 7.1), and Input Items 
that you must otherwise purchase or source in accordance with our standards and 
specifications (Section 7.3). 

Input Items
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Proprietary Items

Specifications. 

Use of the Marks

Suppliers
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Importance of Following Standards

Opening

Staffing
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Operate According to Our Standards.

Use of the Premises. 
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Hours and Days of Operation. 

Health Standards and Operating Codes

Your Franchised Business: 

Franchised Business Condition, Maintenance. 

Major Remodeling
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Use of the Marks

Depending on your type of Entity:

Corporation

Partnership/LLP

LLC
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Guarantees

Quality-Control and Customer Survey Programs. 

Prices

Environmental Matters

Innovations.
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Suspending Operation

Our Representations

Your Agreement
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If You Used the Marks in Accordance with this Agreement

If You Used the Marks But Not in Accordance with this Agreement
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Your Acknowledgements

Change to Marks

You Agree to Abide by the Brand Manual
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Format of the Brand Manual

We Own the Brand Manual

Confidentiality and Use of the Brand Manual

You Agree to Treat Brand Manual as Confidential

Which Copy of the Brand Manual Controls

Revisions to the Brand Manual

Modifications to the System
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Confidentiality

Consequences of Breach
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Accounting Records and Sales Reports
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Financial Statements
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Additional Information

PCI Compliance and Credit Cards
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Gift Cards and Incentive Programs

Our Right to Inspect Your Books and Records

Operational Inspections
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Marketing Contribution. 

Brand Fund.
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Local Marketing and Promotion. 

Code Ninjas - Amended 2023 FDD (108)



Grand Opening Marketing Program

Vehicles

Materials Available for Purchase. 

Standards

Our Review and Right to Approve All Proposed Marketing

Rebates

Considerations as to Charitable Efforts.
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Additional Marketing Expenditure Encouraged

Promotions

Advisory Councils

Computer Systems and Required Software. 
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Data
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Data Requirements and Usage

Extranet
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No Separate Digital Sites

Code Ninjas - Amended 2023 FDD (113)



POS Systems

E-Mail

Outsourcing

Telephone Service
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Changes

Electronic Communication – Including E-Mail, Texts, and other Messaging

Required Insurance Coverage
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Additional Terms Applicable to All Policies. 

Construction Coverages

Other Insurance Does Not Impact your Obligation

Certificates of Insurance
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Required Coverages are Minimums

Obtaining Coverage

By Us

Your Principals

Principals

By You
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Transfer Conditions
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Right of First Refusal bona fide
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Death or Incapacity

Consent to Transfer

No Transfers to a Non-Franchisee Party to Operate a Similar Learning Center

Bankruptcy Issues
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Securities Offers

Automatic with no notice and no opportunity to cure
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With Notice and no opportunity to cure. 
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With Notice and Opportunity to Cure

Bankruptcy

bona fide
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bona fide

Our Rights Instead of Termination

Reservation of Rights under Section 17.5

Damages

Cross-Default

Cease Operation

Stop Using Marks and Intellectual Property

Cancel Assumed Names
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Premises

Our Option to Buy Your Assets

No Use of the Marks in Other Businesses

Pay All Sums Due
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Pay Damages

Return Confidential Information

Right to Enter and Continue Operations

Our Rights. 

Lost Future Royalties

Offsets

Full Time Efforts

Understandings
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Covenant Not to Compete or Engage in Injurious Conduct. 

Where Restrictions Apply

Post-Term

Code Ninjas - Amended 2023 FDD (128)



Non-Compliance

Publicly-Held Entities

Construction

Claims Not a Defense

Covenant as to Anti-Terrorism Laws

Defaults

Payment of Taxes

Payment of Trade Creditors
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Your Right to Contest Liabilities

Compliance with Law

Notice of Violations and Actions

Independent Contractor Relationship. 

Notice of Status

No Contracts in our Name
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Indemnification

Procedure

Definitions
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Impact

Transmittal of Funds

Request for Approval

No Warranties or Guarantees

No Waivers
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Entire Agreement

Amendment

Introductory Paragraphs

Severability
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No Third Party Rights

Captions Don’t Amend Terms

Including
including but not limited to

Survival

Expenses

Counterparts

Choice of Law

Choice of Venue. 
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Mediation

Parties Rights Are Cumulative

Injunctions

WAIVER OF JURY TRIALS

MUST BRING CLAIMS WITHIN ONE YEAR.

WAIVER OF PUNITIVE DAMAGES

Payment of Legal Fees

No Waivers
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Your Investigation. 

No Warranties or Guarantees. 

Your Advisors. 

No Conflicting Obligations. 

Your Responsibility for the Choice of the Accepted Location. 

Your Responsibility for Operation of the Franchised Business. 

Different Franchise Offerings to Others. 

Our Advice

Your Designated Principal and Center Director

Your Independence
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Success Depends on You. 

General Release

You (on behalf of yourself and your parent, subsidiaries and affiliates and their respective past 
and present members, officers, directors, members, managers, shareholders, agents and 
employees, in their corporate and individual capacities) and all guarantors of your obligations 
under this Agreement (collectively, “Releasors”) freely and without any influence forever 
release (and covenant not to sue) us, our parent, subsidiaries and affiliates and their respective 
past and present officers, directors, shareholders, agents and employees, in their corporate 
and individual capacities (collectively “Releasees”), with respect to any and all claims, 
demands, liabilities and causes of action of whatever kind or nature, whether known or 
unknown, vested or contingent, suspected or unsuspected (collectively, “claims”), which any 
Releasor now owns or holds or may at any time have owned or held, including, claims arising 
under federal, state and local laws, rules and ordinances and claims arising out of, or relating 
to this Agreement and all other agreements between any Releasor and any Releasee, the sale 
of any franchise to any Releasor, the development and operation of the Learning Centers and 
the development and operation of all other businesses operated by any Releasor that are 
franchised by any Releasee. You understand as well that you may later learn of new or 
different facts, but still, it is your intention to fully, finally, and forever release all of the claims 
that are released above. This includes your waiver of state laws that may otherwise limit a 
release (for example, Calif. Civil Code Section 1542, which states that “[a] general release 
does not extend to claims that the creditor or releasing party does not know or suspect to exist 
in his or her favor at the time of executing the release and that, if known by him or her, would 
have materially affected his or her settlement with the debtor or released party.”). You agree 
that fair consideration has been given by us for this General Release and you fully understand 
that this is a negotiated, complete and final release of all claims. This General Release does 
not release any claims arising from representations made in our Franchise Disclosure 
Document and its exhibits or otherwise affect any claims arising after the date of this 
Agreement. 
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or 
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(a) (b)
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(c)
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Development

Development Schedule

Term

Fees and Credits
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Protected Development Area

Reservation of Rights
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No License to Use the Proprietary Marks or System

Signing of the Franchise Agreement

Provisions of the Franchise Agreement Incorporated By Reference
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Section – (You specifically 
acknowledge and agree that the provisions in Section 27 of the Franchise 
Agreement apply to this Agreement as well. Among other things, the provisions of 
Section 27 provide (in the detail spelled out in the Franchise Agreement) that you 
agree that Texas law shall exclusively govern the terms of this Agreement (but not 
applying Texas conflict of laws rules), that the parties agree to waive any right trial 
by jury, that the parties agree to waive the right to seek or collect punitive damages, 
that the parties must first mediate any dispute before bringing an action in court; 
that the venue for any action that you file against us will be exclusively in the courts 
with jurisdiction over Pearland, Texas, that you waive participation in a common or 
class action against us, and that all legal actions you bring must be brought within 
one (1) year from the occurrence of the facts giving rise to such claim or action – 
all as described in Section 27 of the Franchise Agreement, excluding claims for 
indemnification). Nothing in this Section 9.14 is intended by the parties to invoke 
the application of any franchise, business opportunity, antitrust, implied covenant, 
unfair competition, fiduciary, and/or other doctrine of law of the State of Texas (or 
any other state) that would not otherwise apply without this Section 9.14.)

Transfers

Defaults.
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Entire Agreement and Amendment

Indemnity

Confirmation that You Read and Understand the Franchise Agreement

Captions
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The Development Area under this Agreement shall be: 

The Development Fee under this Agreement shall be: 

The Development Schedule under this Agreement shall be: 
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Code Ninjas, LLC and 
Subsidiaries 
 
 
 
 
 
 
 
 

Independent Auditor’s Report 
and Consolidated Financial 
Statements 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
December 31, 2022 and 2021 
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Independent Auditor’s Report 

Members and Board of Members 
Code Ninjas, LLC and Subsidiaries 
Pearland, TX  

We have audited the consolidated financial statements of Code Ninjas, LLC and Subsidiaries 
(collectively, the “Company”), which comprise the consolidated balance sheets as of December 31, 
2022 and 2021, and the related consolidated statements of comprehensive loss, changes in member’s 
equity (deficit), and cash flows for the years then ended, and the related notes to the consolidated 
financial statements. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material 
respects, the financial position of Code Ninjas, LLC and Subsidiaries as of December 31, 2022 and 
2021, and the results of its operations and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Basis for Opinion  
We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s 
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. 

Emphasis of Matter – Change in Accounting Principle  
As described in Note 2 and 9 to the consolidated financial statements, the Company has changed its 
methods of accounting for leases in accordance with ASC 842 Leases effective January 1, 2022. The 
Company adopted this standard using a modified retrospective approach and has elected not to restate 
prior periods. Our opinion is not modified with respect to this matter. 

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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Auditor’s 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 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 GAAS 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 GAAS, we: 

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

• 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. 

• 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. 

 
 
Birmingham, AL 
April 28, 2023
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2022 2021
ASSETS
Current assets:

Cash and cash equivalents 425,992$              984,697$              
Accounts receivable, net 126,302                154,366                
Inventories -                            18,299                  
Prepaid expense and other current assets 421,232                168,979                

Total current assets 973,526                1,326,341             

Property and equipment, net 136,138                230,572                
Right-of-use operating assets, net 595,432                -                            
Capitalized curriculum development costs, net 699,029                143,896                
Other assets 34,888                  18,810                  

Total assets 2,439,013$           1,719,619$           

LIABILITIES AND MEMBERS' EQUITY
Current liabilities:

Accounts payable and accrued expenses 1,993,490$           1,013,799$           
Current portion of operating lease liabilities 204,461                -                            
Notes payable, current portion -                            8,540                    
Deferred franchise revenue 383,294                218,476                

Total current liabilities 2,581,245             1,240,815             

Long-term liabilities:
Operating lease liabilities, non-current portion 357,319                -                            
Notes payable, non-current portion 1,000,000                               19,426 

Total liabilities 3,938,564             1,260,241             

Members' equity (deficit) (1,499,551)            459,378                

Total liabilities and members' equity (deficit) 2,439,013$           1,719,619$           

Code Ninjas, LLC and Subsidiaries
Consolidated Balance Sheets
December 31, 2022 and 2021

See accompanying notes. 3
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Years Ended December 31, 2022 and 2021

2022 2021
Revenue:

Franchise revenue 689,944$              1,614,895$           
Royalty income 6,314,606             3,680,416             
Other revenue 3,222,977             2,480,017             

Total revenue 10,227,527           7,775,328             

Operating costs and expenses:
Inventory costs 122,944                457,381                
Selling, general, and administrative 6,234,668             5,930,230             
Salaries and wages 5,760,295             6,027,623             
Depreciation and amortization 60,923                  100,815                

Total operating costs and expenses 12,178,830           12,516,049           

Loss from operations (1,951,303)            (4,740,721)            

Other (income) expense:
Other (income) expense 27,296                  5,582                    
PPP loan forgiveness -                            (996,043)               
Interest expense 27,411                  376,873                

Total other (income) expense 54,707                  (613,588)               

Loss before income tax expense (2,006,010)            (4,127,133)            

Income tax expense 57,493                  67,773                  

Net loss (2,063,503)            (4,194,906)            

Other comprehensive income:
Unrealized foreign currency translation gain 29,617                  -                            

Comprehensive loss (2,033,886)$          (4,194,906)$          

Code Ninjas, LLC and Subsidiaries
Consolidated Statements of Comprehensive Loss

See accompanying notes. 4
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Accumulated
Other Total

Comprehensive Members' Members'
Income Equity (Deficit) Equity (Deficit)

Members' deficit, January 1, 2021 -$                        (1,734,479)$        (1,734,479)$        

Net loss -                          (4,194,906)          (4,194,906)          

Additional paid-in capital: stock options -                          65,915                65,915                

Member contributions -                          6,322,848           6,322,848           

Members' equity, December 31, 2021 -                          459,378              459,378              

Net loss -                          (2,063,503)          (2,063,503)          

Additional paid-in capital: stock options -                          74,957                74,957                

Unrealized foreign currency translation gain 29,617                -                          29,617                

Members' deficit, December 31, 2022 29,617$              (1,529,168)$        (1,499,551)$        

Code Ninjas, LLC and Subsidiaries
Consolidated Statements of Changes in Members' Equity (Deficit)
Years Ended December 31, 2022 and 2021

See accompanying notes. 5
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Years Ended December 31, 2022 and 2021

2022 2021
Cash flows from operating activities:

Net loss (2,063,503)$          (4,194,906)$          
Adjustments to reconcile net loss to net cash used by
 operating activities:

Gain on disposal of property and equipment (3,295)                   -                            
Depreciation and amortization 60,923                  100,815                
Write-off of debt issuance costs -                            140,000                
Paid-in-kind accrued interest on long-term debt -                            235,135                
Non-cash PPP loan forgiveness -                            (996,043)               
Non-cash lease expense (165,425)               -                            
Stock-based compensation expense 74,957                  65,915                  
Provision for bad debt 150,149                365,740                
Changes in operating assets and liabilities:

Accounts receivable (121,887)               (62,824)                 
Inventory 18,299                  68,834                  
Prepaid expenses and other current assets (252,253)               (130,769)               
Other assets (16,078)                 (15,185)                 
Accounts payable and accrued expenses 975,845                1,231,186             
Lease liabilities 131,773                -                            
Deferred franchise revenue 164,818                (134,080)               

Net cash used by operating activities (1,045,677)            (3,326,182)            

Cash flows from investing activities:
Purchases of property and equipment (39,994)                 (120,515)               
Capitalized curriculum development costs (474,487)               (143,896)               

Net cash used by investing activities (514,481)               (264,411)               

Cash flows from financing activities:
Proceeds from PPP loan payable -                            483,507                
Payment on note payable (27,966)                 (5,142)                   
Borrowings on note payable 1,000,000             -                            
Member contributions -                            2,207,658             

Net cash provided by financing activities 972,034                2,686,023             

Net decrease in cash (588,124)               (904,570)               

       Effect of foreign currency exchange rate changes 29,419                  -                            

Cash, beginning of year 984,697                1,889,267             

Cash, end of year 425,992$              984,697$              

Supplemental cash flow information
Cash paid for interest 936$                     236,873$              
Cash paid for income taxes 4,707$                  13,494$                

Non-cash financing activities: 
Non-cash member contributions - forgiveness of note payable 
and related accrued paid-in-kind interest -$                          3,402,613$           
Non-cash member contributions - settlement of operating expenses -$                          712,577$              

Code Ninjas, LLC and Subsidiaries
Consolidated Statements of Cash Flows

See accompanying notes. 6
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Notes to Consolidated Financial Statements 

1. Nature of Business 

Code Ninjas, LLC is a registered limited liability company organized under the laws of the state of Texas. It is 
owned by Code Ninjas Holdings, LLC (“Holdings”). Code Ninjas, LLC was organized on August 17, 2016, in 
Pearland, Texas. It markets and operates franchise agreements for the “Code Ninjas” system of after-school 
enrichment classes. 

2. Summary of Significant Accounting Policies 

Principles of consolidation 

The accompanying consolidated financial statements include the accounts of the Company. All significant 
intercompany balances and transactions have been eliminated. 

Accounting estimates 

The preparation of consolidated financial statements in conformity with accounting principles generally accepted 
in the United States of America requires 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 consolidated 
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual 
results could differ from those estimates. 

Cash and cash equivalents 

The Company considers all cash and short-term securities with maturities of three months or less as cash 
equivalents. The Company maintains cash balances at financial institutions that are insured by the Federal 
Deposit Insurance Corporation (“FDIC”). At times, cash balances may be in excess of the FDIC insurance limit. 
The Company has not experienced any losses in such accounts. 

Accounts receivable 

Accounts receivable are stated at the amount the Company expects to collect. The Company maintains 
allowances for doubtful accounts for estimated losses resulting from the inability of its customers to make required 
payments. Balances that remain outstanding after the Company has used reasonable collection efforts are written 
off through a charge to the valuation allowance and a credit to accounts receivable. The allowance for doubtful 
accounts was approximately $177,711 and $105,929 as of December 31, 2022 and 2021, respectively.  

As of December 31, 2022 and 2021, one customer accounted for approximately 14% and 20%, respectively, of 
the Company’s total consolidated accounts receivable balance, in addition to the related party receivable 
balances disclosed in Note 7.  

Inventories 

Inventory, which consists of shirts, wristbands, pencils, and drawstring bags, is stated at the lower of cost, using 
the first-in, first-out method, or market-basis. 
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Property and equipment 

Property and equipment are stated at cost at the date of purchase, less accumulated depreciation. Major 
expenditures and those that substantially increase useful lives are capitalized. Depreciation is determined using 
the straight-line method over the estimated useful lives of the assets. Leasehold improvements are amortized 
over the lease term or the estimated useful life of the related asset, whichever is shorter. When property and 
equipment is retired or sold, the cost and related accumulated depreciation or amortization are removed from the 
consolidated balance sheet, and the resulting gain or loss is included in the consolidated statement of 
comprehensive loss. Ordinary maintenance and repair costs are expensed as incurred. 

Capitalized curriculum development costs 

The Company internally develops curriculum, which is primarily provided as online content and accessed via the 
Internet. The Company capitalizes curriculum development costs incurred during the application development 
stage, as well as the design and deployment phases of the project. As a result, a significant portion of the 
Company’s curriculum development costs qualify for capitalization due to the concentration of its development 
efforts on the content of the curriculum. Capitalization ends when a curriculum is available for general release to 
its customers, at which time amortization of the capitalized costs begins. The period of time over which these 
development costs are amortized is generally three years. 

Total capitalized curriculum development costs were $699,029 and $143,896 during the years ended 
December 31, 2022 and 2021, respectively. No amortization was recorded during the years ended December 31, 
2022 and 2021, as the curriculum had not reached its intended use and was not available for general release to 
its customers. 

Costs incurred during the preliminary and post-implementation stages of curriculum development are expensed 
as incurred. Costs incurred to maintain existing curriculum are expensed as incurred. 

Impairment of long-lived assets 

The Company reviews the carrying value of long-lived assets for impairment whenever triggering events or 
changes in circumstances indicate the carrying value of an asset may not be recoverable from the estimated 
future cash flow expected to result from its use and eventual disposition. In cases where the estimated 
undiscounted future cash flow is less than the carrying value of an asset, an impairment loss is recognized equal 
to the amount by which the carrying value exceeds the fair value of the asset. Based on managements’ 
assessments, no impairment occurred during the years ended December 31, 2022 and 2021. 

Revenue recognition 

The Company derives its revenues primarily from initial franchise fees and sales-based royalty income from 
franchisees. Revenues are recognized when control of the promised goods or services is transferred to 
customers in an amount that reflects the consideration the Company expects to be entitled to receive in exchange 
for those goods or services. The Company applies the five-step revenue model under FASB ASC Topic 606 to 
determine when revenue is earned and recognized.  

During the year ended December 31, 2021, the Company elected the practical expedient available to private 
companies under ASU 2021-02 Franchisors—Revenue from Contracts with Customers, to account for pre-
opening activities as one distinct performance obligation. The initial franchise fees are payable based on contract 
terms prior to the franchise opening. The transaction price is recognized as revenue on a straight-line basis over a 
9-month period, based on timing of when services are satisfied for pre-opening activities. 

The Company also receives royalty and administrative fees from franchisees. Royalties are determined as a 
percentage of sales and are recognized in the period earned by the Company. Administrative fees are a set 
monthly fee per franchised location. 
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The Company receives brand fund income from franchisees to direct advertising spend on behalf of the brand 
name and franchisees. Brand fund contributions are determined as a percentage of sales and are recognized in 
the period earned by the Company.  

The Company’s other significant revenues consists of camp and program sales at company-owned locations. 
Service revenue is recognized at the point services are provided to customers. 

Selling, general and administrative 

Selling, general and administrative expenses consist of costs associated with administrative and support functions 
related to the Company’s existing business as well as growth and development activities. These costs primarily 
consist of payroll, IT related, consulting, marketing, legal and accounting expenses. 

Advertising costs 

Advertising costs are expensed as incurred. Advertising expense was approximately $1,637,000 and $1,439,000 
for the years ended December 31, 2022 and 2021, respectively, and is included within selling, general and 
administrative expenses in the consolidated statement of comprehensive loss. 

Stock-based compensation 

The Company accounts for stock-based awards in accordance with ASC 718, Stock Compensation, which 
requires compensation cost related to share-based payments, classified as equity awards, to be measured based 
on the grant date fair value of the award. The Company recognizes compensation cost over the requisite service 
period. 

Income taxes 

The Company is organized as a limited liability company that is disregarded for federal income tax purposes. The 
Company owns 100% of the interests in other limited liability companies that are also disregarded for federal 
income tax purposes. 

The Financial Accounting Standards Board (“FASB”) issued ASU 2019-12, Income Taxes (Topic 740): Simplifying 
the Accounting for Income Taxes. ASU 2019-12 amends ASC 740 to simplify the accounting for income taxes. 
The Company adopted the new guidance under ASU 2019-12 as of January 1, 2020. Accordingly, the Company 
has elected not to allocate the consolidated amount of income tax expense of the Company’s sole owner to these 
consolidated financial statements as the Company is considered a limited liability company that is disregarded for 
federal income tax purposes. 

Separately, the Company and its subsidiaries operate in Texas, which imposes a franchise tax on limited liability 
companies. Also, the Company and its subsidiaries operate in Canada, which imposes a royalty tax on foreign 
entities. The amounts are reported on the consolidated statements of comprehensive loss within income tax 
expense during the years ended December 31, 2022 and 2021. 

Comprehensive loss 

Comprehensive loss consists of net loss and other gains affecting consolidated members’ equity that, under U.S. 
GAAP, are excluded from net loss. For the Company, such items consist of unrealized foreign currency 
translation gains. 
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Paycheck protection program loan payable 

In response to the COVID-19 pandemic, the Coronavirus Aid, Relief and Economic Security (“CARES”) Act was 
signed into law on March 27, 2020. The CARES Act provides for the establishment of the Payroll Protection 
Program (“PPP”), a new loan program under the Small Business Administration’s 7(a) program providing loans to 
qualifying businesses. Additionally, loans originated under this program may be forgiven, in whole or in part, if 
certain criteria are met. Any portion of PPP loans not forgiven have a term of two years and bear interest at 1.0% 
with repayments deferred for six months. In May 2020 the Company received a PPP loan of $495,964. In 
February 2021 the Company received a second round PPP loan for $483,507. 

In order to be forgiven, funds from these loans may only be used to satisfy payroll costs, costs used to continue 
health care benefits, mortgage payments, rent, utilities, and interest on certain other debt obligations. The 
Company believes it has used the proceeds of the loans for qualifying expenses under the PPP. As of 
December 31, 2021, the PPP loans of $996,043 and accrued interest were forgiven in its entirety. The 
forgiveness is accounted for during the year ended December 31, 2021, in accordance with ASC 470-50, Debt 
Modifications and Extinguishments. 

Reclassifications 

Certain reclassifications have been made to the 2021 consolidated financial statements included herein to 
conform to the 2022 presentation. Reclassifications had no impact on previously reported members’ equity or loss 
from operations. 

Recently issued accounting standards and change in accounting principle 

Topic 842 - Leases 

In February 2016, the FASB issued Accounting Standards Update (“ASU”) 2016-02, Leases (Topic 842). This 
guidance is intended to increase transparency and comparability among organizations by recognizing lease 
assets and lease liabilities on the consolidated balance sheets and disclosing key information about leasing 
arrangements. The new guidance requires lessees to recognize the assets and liabilities on the consolidated 
balance sheets for the rights and obligations created by leases with lease terms of more than 12 months, amends 
various other aspects of accounting for leases by lessees and lessors, and requires enhanced disclosures. 
Leases will be classified as finance or operating, with the classification affecting the pattern and classification of 
expense recognition within the statements of comprehensive loss. See below for lease accounting policies and 
Note 9. 

The Company transitioned to FASB Accounting Standards Codification (“ASC”) Topic 842, Leases (“ASC 842”), 
from ASC Topic 840, Leases (the “Previous Standard”) on January 1, 2022 using the effective date as the date of 
initial application. The consolidated financial statements reflect the application of ASC 842 guidance beginning in 
2022, while the consolidated financial statements for prior periods were prepared under the guidance of the 
Previous Standard. The most significant impact as a result of the adoption of the new standard was the 
recognition of operating lease right-of-use (“ROU”) assets and operating lease liabilities of approximately 
$1,857,842 and $1,857,842, respectively, as of January 1, 2022. The transition to ASC 842 represents a change 
in accounting principle. 
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The Company has elected the transition package of three practical expedients permitted within the new standard. 
This practical expedient permits the Company to carryforward the historical lease classification and not to 
reassess initial direct costs for any existing leases, as well as to not reassess whether any expired or existing 
contracts are, or contain, leases. Additionally, the Company has elected the practical expedient to use the risk-
free interest rate as the discount rate at the time of commencement or modification date in determining the 
present value of lease payments. The Company also elected the practical expedient to combine lease and 
nonlease components in the contract for the Company’s population of all leases. The Company elected the short-
term lease exception to exclude leases that, at the lease commencement date, have a lease term of 12 months or 
less and does not include an option to purchase the underlying asset that the entity is reasonably certain to 
exercise. In addition, the Company did not elect the hindsight practical expedient in determining the lease term for 
existing leases as of January 1, 2022.  

Change in accounting principle 

As discussed above, the Company has changed its method of accounting for leases as of January 1, 2022 due to 
the adoption of ASC 842, Leases. The adoption had a material impact on the Company’s consolidated balance 
sheet but did not have a material impact on the consolidated statement of comprehensive loss or cash flows. 

The following details the consolidated balance sheet line items effected as of January 1, 2022: 

  As   As   Effect  
  Reported   Reported   of  
  Under 840   Under 842   Change  

Right-of-use assets $ - $ 1,857,842 $ 1,857,842 
Current portion of operating lease liabilities   -  392,072  392,072 
Operating lease liabilities, less current portion  -  1,465,770  1,465,770 

3. Property and Equipment, Net 

Property and equipment consists of the following as of December 31: 

     Estimated     
      Useful Life   
     (in years)   2022   2021  

 Vehicles   6 years   $ - $ 163,036 
 Computer equipment   5 years   93,863  40,835 
 Machinery and equipment   5 years   9,557  13,419 
 Furniture and fixtures   5 years   108,003  167,187 
 Leasehold improvements   5 years   -  110,631 

 Total property and equipment    211,423  495,108 
 Accumulated depreciation    (75,285)  (264,536) 

 Property and equipment, net   $ 136,138 $ 230,572 

The Company recognized approximately $61,000 and $93,000 of depreciation expense on property and 
equipment during the years ended December 31, 2022 and 2021, respectively. 

Code Ninjas - Amended 2023 FDD (182)



Code Ninjas, LLC and Subsidiaries 
Notes to Consolidated Financial Statements 
 
 

 12 

4. Intangible Assets and Curriculum Development Costs 

Intangible assets and curriculum development costs consist of the following as of December 31, 2022: 

     Estimated 
     Amortization  Gross 
     Period   Carrying  Accumulated  Net Carrying 
      (in years)    Amount  Amortization  Amount  

 Curriculum Development Costs  3  $ 699,029 $ - $ 699,029 

 Total     $ 699,029 $ - $ 699,029 

Intangible assets and curriculum development costs consist of the following as of December 31, 2021: 

     Estimated 
     Amortization  Gross 
     Period   Carrying  Accumulated  Net Carrying 
      (in years)    Amount  Amortization  Amount  

 Intangible Assets  5  $ 16,811 $ 16,811 $ - 
 Curriculum Development Costs  3   143,896  -  143,896 

 Total     $ 160,707 $ 16,811 $ 143,896 

The Company recognized approximately $7,000 of amortization expense related to intangible assets during the 
year ended December 31, 2021. There was no amortization expense recorded for the year ended December 31, 
2022. Amortization of curriculum development costs is expected to be approximately $230,000 annually for each 
of the three succeeding years.  

5. Notes Payable 

The note payable at December 31, 2022, consists of a secured promissory note with a fixed interest rate of 8% 
per annum between the Company and a related party. The note was entered into on August 18, 2022. The 
outstanding balance is due upon maturity on August 18, 2027. 

The note payable at December 31, 2021, consists of a secured promissory note with a fixed interest rate of 8.34% 
between the Company and a third-party vehicle dealer. The note was entered into on August 23, 2019 to finance 
a vehicle purchase. It requires monthly payments of $859 through September 2024. The outstanding balance at 
December 31, 2021, was $27,966. The note is secured by the purchased vehicle. The note payable was paid off 
in September 2022. 

 

 

Code Ninjas - Amended 2023 FDD (183)



Code Ninjas, LLC and Subsidiaries 
Notes to Consolidated Financial Statements 
 
 

 13 

6. Stock-Based Compensation 

The Company accounts for stock-based awards in accordance with ASC 718 – Stock Compensation (“ASC 718”). 
ASC 718 requires compensation costs related to share-based payments, including stock options and other equity 
awards, to be measured based on the grant date fair value of the award. 

The Company’s parent, Code Ninjas Holdings, LLC, issued certain time and performance vesting options 
pursuant to the Code Ninjas Holdings, LLC 2021 Option Incentive Plan (the “Equity Plan”). The Company has 
accounted for the options within its consolidated financial statements as the option holders are providing services 
directly related to the Company and its subsidiaries. The aggregate number of options that may be issued or 
transferred under the Equity Plan is 13,496.88 options. Unvested options issued to employees are forfeited in 
accordance with the Equity Plan upon termination of employment from the Company. Options granted under the 
plan have been allocated into two groups based on their vesting criteria: time vesting and performance vesting 
options.  

Time vesting options are equity classified awards, vest over a 5-year period and will vest 20% on each 
anniversary date of the date of grant. The Company accounts for forfeitures in the period they occur resulting in a 
reversal of all previously recognized compensation expense for awards forfeited. There were 182.75 forfeitures of 
time vested options during the year ended December 31, 2022. There were no forfeitures of time vesting options 
during the year ended December 31, 2021. The Company recognizes compensation expense over a straight-line 
period of 5 years and has recorded compensation expense of approximately $75,000 and $66,000 net of 
forfeitures of approximately $8,000 and $0 for the years ended December 31, 2022 and 2021, respectively. This 
expense is included in Salaries and wages on the consolidated statements of comprehensive loss. 

Performance vesting options are liability classified awards, and vest subject to a liquidity event in which an 
Internal Rate of Return of 20% is achieved by the equity holders of the Company, provided that the Participant’s 
continuous service has not terminated prior to such vesting date. There were 293.71 forfeitures of performance 
vested options during the year ended December 31, 2022. There were no forfeitures of performance vested 
options during the year ended December 31, 2021. As a result, no compensation expense or liability has been 
recorded based on this criterion. The performance vesting options also vest on such date that an Internal Rate of 
Return of 20% is achieved by the equity holders of the Company through a liquidity event, provided that the 
Participant’s continuous service has not terminated prior to such vesting date.  

No portion of the option shall vest after the date the Participant’s continuous service terminates for any reason, 
however options vested prior to termination without Cause may be exercised within a prescribed time-period.  
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Information regarding activity under the Company’s Equity Plan is summarized as follows: 

  Time Vesting Options  
        Weighted   Weighted   Weighted 
        Average  Average Fair  Average  
     Number   Exercise   Value Per   Remaining  
  Number of   of Vested   Price Per   Option at   Contractual  
  Options   Options   Option   Grant Date   Life  

 Outstanding at  
  January 1, 2021  -  - $ - $ - 

 Granted  1,468.55  -  1,000.00  177.35 

 Outstanding at  
   December 31, 2021  1,468.55  -  1,000.00  177.35  9.5 years 

 Granted  538.47  - $ -  459.01 
 Vested  -  345.92  -  459.01 
 Cancelled or forfeited  (182.75)  -  -  - 

 Outstanding at  
   December 31, 2022  1,824.27  345.92 $ 1,000.00 $ 459.01  9 years 

  Performance Vesting Options  
     Weighted   Weighted  
     Average   Average  
     Exercise   Remaining  
  Number of   Price Per   Contractual  
  Options   Option   Life  

Outstanding at January 1, 2021  - $ - 

Granted  1,468.55  1,000.00 

Outstanding at December 31, 2021  1,468.55  1,000.00  9.5 years 

Granted  538.47  - 
Cancelled or forfeited  (293.71)  - 

Outstanding at December 31, 2022  1,713.31 $ 1,000.00  9 years 

There were no performance based awards vested as of December 31, 2022 or 2021, respectively. 
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The fair value of each time vesting option granted was estimated on the date of grant using the Black-Scholes 
option pricing model with the following average assumptions: 

 Weighted Average  2022   2021  

 Distribution yield  0.00%  0.00% 
 Expected volatility  35.00%  35.00% 
 Risk-free interest rate  3.36%  0.98% 
 Expected term (in years)  4.00  5.00  

As of December 31, 2022 and 2021, there was approximately $367,000 and $194,000, of total unrecognized 
compensation cost related to non-vested time based awards granted under the Company’s Equity Plan which is 
expected to be recognized over a weighted average period of 3.49 and 3.70 years, respectively. 

7. Related Party Transactions 

The Company incurred a management fee from a related party. The total amount incurred was approximately 
$160,000 and $169,000 for the years ended December 31, 2022 and 2021, respectively, which is recorded in 
Selling, general, and administrative expenses on the accompanying consolidated statement of comprehensive 
loss. The Company had a payable due to the related party of $229,500 and $40,000 as of December 31, 2022 
and 2021, respectively, which is recorded in Accounts payable and accrued expenses in the accompanying 
consolidated balance sheets.  

The Company entered into a promissory note payable with a related party as disclosed in Note 5. Interest 
expense incurred was approximately $29,500 for the year ended December 31, 2022.  

In the Company’s self-assessment of financial performance, with reflection on the Company’s operating loss and 
cash outflows in 2022, the Company considered its future ability to fund operations through cash flows generated 
from operating activities under the guidance of Accounting Standards Update 2014-15 as issued by the Financial 
Accounting Standards Board. As part of the evaluation, the Company considered the expected significant 
reduction in one-time costs that were experienced in 2022, which were incurred to prepare the Company for 
future growth plans, including but not limited to recruiting fees to build the leadership team and initial audit and tax 
fees from the 2021 financial period. In addition, the Company made substantial investment in new curriculum 
development in 2022 which had a material impact on cash flow during the year ended December 31, 2022, but 
will benefit the Company in 2023 and generate sufficient liquidity. 

The Company incurred and paid operating expenses to a related party relating to marketing, professional fees, 
and commission. The total amount incurred was approximately $116,500 and $743,000 for the years ended 
December 31, 2022 and 2021, respectively, which is recorded in Selling, general, and administrative expenses on 
the accompanying consolidated statement of comprehensive loss. The Company also received approximately 
$890,000 for the year ended December 31, 2021, in technology fees from franchisees for which the Company 
serves as the agent on the behalf of a related party and subsequently disbursed these funds to the related party. 
These amounts are presented net on the consolidated statement of comprehensive loss. The Company had a net 
amounts due from related party of approximately $33,000 and $84,000 as of December 31, 2022 and 2021, 
respectively, which is recorded in Accounts receivable on the accompanying consolidated balance sheet. This 
outstanding balance was approximately 13% and 54% of the consolidated Accounts receivable balance as of 
December 31, 2022 and 2021, respectively.  
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The Company paid rent to a related party for its office space. The total amount paid for rent amounted to 
approximately $231,000 and $261,000 for the years ended December 31, 2022 and 2021, respectively, which is 
recorded in Selling, general, and administrative on the accompanying consolidated statement of comprehensive 
loss.  

8. Defined Contribution Plan 

The Company sponsors a defined contribution plan (the “Plan”) to which both the Company and eligible 
employees contribute. Employees who are at least 18 years old and perform three months of service are eligible 
to participate in the Plan and may make voluntary contributions in accordance with the provisions and limits in the 
plan document. The Company only makes the top-heavy, non-matching contributions described in the Plan. The 
Company contributed approximately $86,000 and $27,000 to the Plan for the years ended December 31, 2022 
and 2021, respectively. The vesting scheduled for non-matching contributions is four-year graded (25% per year). 

9. Commitments and Contingencies 

Leases - Significant lease accounting policies under ASC 842 

The Company leases several facilities which are accounted for as operating leases. The leases have a remaining 
term expiring through 2028, including leases with renewal terms that can generally extend the leases term from 
five to ten years. The exercise of lease renewal options is at our sole discretion. The Company includes options to 
renew in the expected term when they are reasonably certain to be exercised. The depreciable life of assets are 
limited by the expected lease term. 

The Company evaluates leases at contract inception to determine whether the Company has the right to control 
use of the identified asset for a period of time in exchange for consideration. If it is determined the Company has 
the right to obtain substantially all of the economic benefit from use of the identified asset and the right to direct 
the use of the identified asset, the Company recognizes a ROU asset and lease liability. Also, at contract 
inception, the Company evaluates leases to estimate their expected term which includes renewal options that we 
are reasonably assured that we will exercise, and the classification of the lease as either an operating lease or a 
finance lease. Operating lease liabilities represent the present value of lease payments not yet paid. Operating 
lease ROU assets represent our right to use an underlying asset and are based upon the operating lease 
liabilities adjusted for prepayments or accrued lease payments, initial direct costs and lease incentives. 
Additionally, as our leases do not provide an implicit rate, the Company uses the risk-free interest rate at the time 
of commencement or modification date in determining the present value of lease payments. The Company 
assesses the impairment of the ROU asset at the asset group level whenever events or changes in 
circumstances indicate that the carrying value of the asset may not be recoverable. 

Our leases typically contain rent escalations over the lease term. The Company recognizes expense for these 
leases on a straight-line basis over the lease term. Variable lease costs, which may include insurance and taxes 
are not included in the lease liability and are expensed in the period incurred. 

Our lease agreements do not contain any material residual value guarantees or material restrictive covenants. 
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Consolidated balance sheet information related to ROU assets and lease liabilities are as follows: 

        January 1,   December 31, 
  Leases   Classifications   2022   2022  

Assets: 
 Operating lease assets  Right-of-use asset  $ 1,857,842 $ 595,432 

Liabilities: 
 Current: 
  Operating  Current portion of lease liabilities  $ 392,072 $ 204,461 
 Noncurrent 
  Operating  Lease liabilities, net of current portion   1,465,770  357,319 

Total lease liabilities    $ 1,857,842 $ 561,780 

The following summarizes the weighted average remaining lease term and discount rate as of December 31, 
2022. 

Weighted-average remaining lease term - operating leases 3.85 years 
Weighted-average discount rate - operating leases 2.05% 

For the year ended December 31, 2022, the components of lease cost, which are included within general 
administrative expenses on the consolidated statements of comprehensive loss, were as follows at December 31, 
2022: 

Operating lease cost   $ 515,378 
Variable lease cost    - 

Total lease cost   $ 515,378 

The following summarizes supplemental cash flow information for December 31, 2022: 

Cash paid for amounts included in the measurement of lease liabilities: 
 Operating cash flows from operating leases   $ 510,419 

Rental expense was $748,278 during the year ended December 31, 2022. 

A lease agreement was terminated during the year ended December 31, 2022 with a ROU asset and lease 
liability balance of approximately $1,428,000 that has been adjusted. 
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As of December 31, 2022, maturities of lease liabilities were as follows: 

 2023  $ 248,060 
 2024   109,389 
 2025   106,141 
 2026   57,027 
 2027   58,464 
 Thereafter  44,942 

 Total lease payments  624,023 
 Less: imputed interest  62,243 

 Present value of lease liabilities $ 561,780 

Lease accounting policies under previous standards, prior to January 1, 2022 if different than under ASC 842 

The Company recognizes rent expense related to leased office and company center spaces based on cash paid 
as the different between straight line rent expense and cash paid is not material to the consolidated financial 
statements. 

As of December 31, 2021, under the previous accounting guidance for leases, approximate annual future 
commitments under noncancelable operating leases were as follows: 

 2022  $ 444,328 
 2023   301,772 
 2024   180,000 
 2025   180,000 
 Thereafter  930,000 

 Total  $ 2,036,100 

Litigation, claims and assessments 

The Company is or may become included in various legal proceedings and claims incidental to its business. 
Although the outcome of these matters cannot be predicted with certainty and some of these matters may be 
resolved unfavorably to the Company, based on currently available information, including legal defenses 
available, the Company does not believe that the outcome of these legal matters will have a material adverse 
effect. 

10. Subsequent Events 

The Company has evaluated subsequent events through April 28, 2023, the date which the consolidated financial 
statements were available to be issued. There were no material subsequent events that required recognition or 
additional disclosures in these consolidated financial statements. 
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TOTAL

ASSETS

Current Assets

Bank Accounts

1000 CN_checking_1316 289,925.72

TTotal Bank Accounts $$289,925.72

Accounts Receivable

1100 Accounts Receivable 310,995.83

1110 Accounts Receivable (A/R) - GBP 35,688.10

1120 AR Offset 0.00

TTotal Accounts Receivable $$346,683.93

Other Current Assets

1300 Allowance for Doubtful Accounts -214,540.92

1305 Brand Fund Receivables

1310 CAN Brand Fund Receivable 0.00

1315 UK Brand Fund Receivable 13,368.75

1320 US Brand Fund Receivable 0.00

TTotal 1305 Brand Fund Receivables 113,368.75

1325 Credit Card Receivables 1,673.94

1329 Inventory Asset 0.00

1330 Other Receivable 0.00

1335 Code Combat Receivable 14,080.00

1345 Lego Bulk Order Receivable 0.00

TTotal 1330 Other Receivable 114,080.00

1350 Prepaid Expenses

1355 Prepaid Insurance 44,588.75

1360 Prepaid Marketing 9,681.58

1365 Prepaid Rent 7,543.69

1370 Prepaid Software & Licenses 152,583.28

1375 Prepaid Subscriptions & Dues 13,063.36

TTotal 1350 Prepaid Expenses 2227,460.66

1380 Related-Party Receivables

1385 Code Ninjas Cares N/R 0.00

TTotal 1380 Related-Party Receivables 00.00

1390 Unbilled Revenue 3,934.00

1395 Uncategorized Asset 0.00

1399 Undeposited Funds 6,749.20

TTotal Other Current Assets $$52,725.63

TTotal Current Assets $$689,335.28
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TOTAL

Fixed Assets

1400 Accumulated Depreciation -82,625.45

1405 Computer Equipment 57,151.65

1410 Furniture & Fixtures 108,002.83

1415 Leasehold Improvements 0.00

1420 Machinery & Equipment 9,556.57

TTotal Fixed Assets $$92,085.60

Other Assets

1331 Licenses 0.00

1332 Security Deposits 5,955.00

1505 Due from Intercompanies

1510 Code Ninjas International Franchising N/R 251,468.56

1515 Ninja Ventures N/R 912,213.37

TTotal 1505 Due from Intercompanies 11,163,681.93

1605 Intangible Assets 0.00

1600 Accumulated Amortization -14,830.85

1607 Curriculum Development Costs 969,654.25

1608 Goodwill 0.00

1609 Organizational Costs 0.00

1610 Software Development Costs 163,962.50

TTotal 1605 Intangible Assets 11,118,785.90

1611 Investment in Subsidiaries -58,486.00

TTotal Other Assets $$2,229,936.83

TTOTAL ASSETS $$3,011,357.71

LIABILITIES AND EQUITY

Liabilities

Current Liabilities

Accounts Payable

2000 Accounts Payable 476,680.53

2005 Accounts Payable (A/P) - AUD 1,023.67

2010 Accounts Payable (A/P) - CAD 4,599.61

2015 Accounts Payable (A/P) - GBP 4,721.22

2020 Accounts Payable (A/P) - MXN 0.00

TTotal Accounts Payable $$487,025.03

Credit Cards

2100 AMEX Corporate Cards 25,865.17
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TOTAL

TTotal Credit Cards $$25,865.17

Other Current Liabilities

2200 Accrued Liabilities 0.00

2205 Accrued Expenses 115,681.65

2206 Accrued Canadian Non- Resident Tax 55,034.86

2210 Accrued Franchise Tax 3,741.68

TTotal 2205 Accrued Expenses 1174,458.19

2215 Accrued Management Fees 253,333.34

2220 AP Other 0.00

2225 Employee Reimbursements Payable 0.00

2230 FranchiCzar Digital Marketing Payable 0.00

2235 Insurance Payable 0.00

2240 Interest Payable 56,129.06

2245 Intracompany Transfers

CNP Transfers 0.00

FC Transfers 0.00

GV Transfers 0.00

TG Transfers 0.00

TTotal 2245 Intracompany Transfers 00.00

2270 Payroll Liabilities

2275 Accrued Salaries 71,625.25

2280 Child Support Payable 0.00

2285 Employee Bonuses Payable 293,139.36

2290 Federal Taxes (941/944) 45,296.09

2295 Federal Unemployment (940) 0.00

2300 Health/Medical Insurance Payable - EE Portion -17,181.45

2305 HSA/FSA Contributions Payable - EE Portion 35.20

2310 Life Insurance & Other EE Payable -1,066.03

2315 Retirement Contributions Payable 1,047.18

2320 TX Unemployment Tax -54.27

TTotal 2270 Payroll Liabilities 3392,841.33

2325 Professional Fees Payable 81,326.67

2330 Stripe Reserved Funds -3,589.81

2335 Vendor Bulk Order Payable 0.00

TTotal 2200 Accrued Liabilities 9954,498.78

2340 Brand Funds Payable

2345 CAN Brand Fund Payable 83,882.46

2350 UK Brand Fund Payable 0.00

2355 US Brand Fund Payable 249,888.72
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TOTAL

TTotal 2340 Brand Funds Payable 3333,771.18

2360 Deferred Revenues, Annual Conference 0.00

2365 Deferred Revenues, Current Portion 440,693.33

2370 FranchiCzar Royalties Payable 83,005.72

2375 Notes Payable-CN

2390 Eagle Notes Payable 1,000,000.00

Contra Debt Account 0.00

Due to Eagle Merchant Partners 0.00

Notes Payable-Audit 0.00

PPP Notes Payable 0.00

TTotal 2375 Notes Payable-CN 11,000,000.00

2410 Suspense 666.20

Peachjar Payable 0.00

TTotal Other Current Liabilities $$2,812,635.21

TTotal Current Liabilities $$3,325,525.41

Long-Term Liabilities

2500 Deferred Revenues, Long Term 0.00

2505 L-T Notes Payable-CN

Due to FranchiCzar 0.00

L-T Notes Payable-Audit 0.00

TTotal 2505 L-T Notes Payable-CN 00.00

TTotal Long-Term Liabilities $$0.00

TTotal Liabilities $$3,325,525.41

Equity

3320 Intercompany Distributions -4,751,524.33

3350 Prior Period Adjustment -259,224.00

3360 APIC - Stock Options 140,872.16

3370 Code Ninjas Holdings Equity 6,322,848.03

3380 EMP Ninja 1 Equity 0.00

3390 EMP Ninja 2 Equity 0.00

3400 FranchiCzar Holdings Equity 0.00

3405 Opening Balance Equity 0.00

3410 Owner's Withdrawal -37,258.64

3415 Retained Earnings -2,125,050.73

Net Income 395,169.81

TTotal Equity $$ -314,167.70

TTOTAL LIABILITIES AND EQUITY $$3,011,357.71
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Accrual Basis  Friday, July 28, 2023 03:11 PM GMT+01:00   1/3

TOTAL

Income

4000 Code Ninjas Royalty Income

4010 CAN Royalty 270,306.84

4030 US Royalty 1,388,563.20

TTotal 4000 Code Ninjas Royalty Income 11,658,870.04

4070 Franchise Fees

4080 Franchise Sales

4090 CAN Franchise Sales 135,000.00

4110 US Franchise Sales 270,500.00

TTotal 4080 Franchise Sales 4405,500.00

4120 Franchise Sales Adjustments

4130 Franchise Sales Adjustments - CAN -26,444.44

4150 Franchise Sales Adjustments - US -53,055.56

TTotal 4120 Franchise Sales Adjustments --79,500.00

TTotal 4070 Franchise Fees 3326,000.00

4200 Other Revenue

4330 One-Time Income

4390 Default Income 4,000.00

4450 Renewal Fee 80,000.00

4470 Transfer Fee 57,000.00

TTotal 4330 One-Time Income 1141,000.00

4480 Regular Income

4490 Administrative Fees

4500 Email Web Hosting Income

4510 CAN Email Web Hosting Fee 97,480.00

4530 US Email Web Hosting Fee 421,395.74

TTotal 4500 Email Web Hosting Income 5518,875.74

TTotal 4490 Administrative Fees 5518,875.74

TTotal 4480 Regular Income 5518,875.74

TTotal 4200 Other Revenue 6659,875.74

4580 Rebate Income 55,275.75

TTotal Income $$2,700,021.53

GROSS PROFIT $$2,700,021.53

Expenses

6000 Building & Grounds

6005 Rent or Lease 34,748.36

6015 Utilities 587.40

TTotal 6000 Building & Grounds 335,335.76

6020 Code Ninjas Branded Merchandise 579.54
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6025 Corporate Marketing Spend on Leads 42,639.56

6090 Marketing 1,123.15

6095 Conference -3,777.37

6105 Conference Lodging & Airfare 1,513.50

6130 Staff Auto 191.70

TTotal 6095 Conference --2,072.17

6160 Shared Marketing 51,898.35

6170 Outsourcing 0.00

TTotal 6160 Shared Marketing 551,898.35

6185 US & CAN Marketing 345.00

TTotal 6090 Marketing 551,294.33

6190 Meals and Entertainment 7,839.85

6200 Operations

6205 Bank Charges & Credit Card Fees 20,150.25

6220 Dues & Subscriptions 11,159.50

6230 Franchise Tax Expense 6,666.68

6235 Freight & Shipping 399.64

6245 Insurance 24,616.19

6250 Bonds Expense 1,306.66

6255 Liability & Other 4,471.08

TTotal 6245 Insurance 330,393.93

6265 Office Supplies 1,032.22

6275 Phone & Internet Reimb 1,381.31

6290 Stationery & Printing 2,146.58

6295 Taxes & Licenses 2,978.38

6300 Canadian Tax Obligation 26,967.25

TTotal 6295 Taxes & Licenses 229,945.63

TTotal 6200 Operations 1103,275.74

6315 Payroll Expenses

6320 Commission & Bonuses 80,861.91

6325 Insurance

6335 Insurance - Health 36,122.51

6340 Insurance - Life & Other 2,072.85

6345 Insurance - Workers Comp 3,377.29

TTotal 6325 Insurance 441,572.65

6350 Payroll Administrative Fees 16,305.30

6355 Payroll Taxes 116,050.09

6365 Retirement Expense - ER portion 27,585.55

6370 Salary & Wages 1,094,874.04

TTotal 6315 Payroll Expenses 11,377,249.54
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6385 Professional Fees 27,352.00

6390 Accounting 44,065.71

6395 Consulting Fees 4,166.40

6410 General Consulting 175.00

TTotal 6395 Consulting Fees 44,341.40

6420 Human Resources 2,211.45

6425 Legal 43,673.46

TTotal 6385 Professional Fees 1121,644.02

6430 Stripe Transaction Fees 1,719.83

6435 Technology & Licenses 6,639.06

6440 Administrative 202,839.90

6445 Code Combat License Expense -15,881.50

6460 Education 4,618.12

6465 Marketing 11,914.74

6470 Operations 34,501.07

6475 Other Pass-through Tech Costs 185,687.45

6480 Support 59.20

TTotal 6435 Technology & Licenses 4430,378.04

6485 Travel Expenses 24,245.43

6490 Auto 5,560.37

6495 Lodging & Airfare 28,713.00

6500 Travel Meals 8,779.91

TTotal 6485 Travel Expenses 667,298.71

TTotal Expenses $$2,239,254.92

NET OPERATING INCOME $$460,766.61

Other Income

7020 Other Income-CN 83,240.66

TTotal Other Income $$83,240.66

Other Expenses

Unrealized Gain or Loss 0.00

8000 Amortization expense 9,126.68

8010 Bad Debts 53,092.30

8020 Depreciation Expense-CN 12,405.59

8030 Exchange Gain or Loss-CN -7,250.51

8040 Gain or Loss on Disposal of Fixed Assets 1,463.38

8050 Interest Expense-CN 26,666.68

8070 Management Fees 53,333.34

TTotal Other Expenses $$148,837.46

NET OTHER INCOME $$ -65,596.80

NET INCOME $$395,169.81
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