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May 31, 25

ASSETS
Current Assets

Checking/Savings
19509 · Bank of Nevada 296,848.87

Total Checking/Savings 296,848.87

Accounts Receivable
11001 · Accounts Receivable 139,909.19

Total Accounts Receivable 139,909.19

Other Current Assets
11003 · Allowance for doubtful accounts -14,090.68
14000 · Pre-Paid Deposit 1,959.00
27000 · Due To/From SMSI 763,714.77

Total Other Current Assets 751,583.09

Total Current Assets 1,188,341.15

Fixed Assets
15000 · Furniture and Equipment 28,074.00
15200 · Dog Pool 10,882.00
16400 · Vehicles 128,760.00
17000 · Accumulated Depreciation -162,039.00

Total Fixed Assets 5,677.00

Other Assets
16000 · ROU 130,264.10
16500 · Accumulated Amortization -94,079.63

Total Other Assets 36,184.47

TOTAL ASSETS 1,230,202.62

LIABILITIES & EQUITY
Liabilities

Current Liabilities
Accounts Payable

20000 · Accounts Payable 275.00

Total Accounts Payable 275.00

Credit Cards
22200 · Bank of Nevada CC 362.43

Total Credit Cards 362.43

Other Current Liabilities
20100 · Current Mat deferred fran fees 162,285.00
20200 · Lease Obligations,current 38,406.69

Total Other Current Liabilities 200,691.69

Total Current Liabilities 201,329.12

Long Term Liabilities
22500 · DeferredFranfees net of current 752,259.00

Total Long Term Liabilities 752,259.00

Total Liabilities 953,588.12

10:40 AM Sit Means Sit Franchise, Inc.
06/24/25 Balance Sheet
Accrual Basis As of May 31, 2025

FOR MANAGEMENT PURPOSES ONLY Page 1



May 31, 25

Equity
30100 · Common Stock 100.00
31000 · Additional Paid-In Capital 87,977.82
32000 · Retained Earnings -53,848.95
33000 · Distributions - Rivera -44,500.00
35000 · Distributions- Hassen -44,500.00
37000 · Less, Sales of Stock -90,000.00
Net Income 421,385.63

Total Equity 276,614.50

TOTAL LIABILITIES & EQUITY 1,230,202.62

10:40 AM Sit Means Sit Franchise, Inc.
06/24/25 Balance Sheet
Accrual Basis As of May 31, 2025

FOR MANAGEMENT PURPOSES ONLY Page 2



Jan - May 25

Ordinary Income/Expense
Income

47900 · Sales 563,266.42

48000 · Franchise Fee Revenue -500.00

Total Income 562,766.42

Cost of Goods Sold
50560 · Seminar Expenses -2,938.75
50561 · Seminar Expenses Reimbursements 618.30
51800 · Merchant Account Fees 14,928.45
53500 · Credit  Background Check Report 659.78

Total COGS 13,267.78

Gross Profit 549,498.64

Expense
60000 · Advertising and Promotion 1,541.95
60200 · Automobile Expense 40,959.55
60400 · Bank Service Charges 150.00
61000 · Business Licenses and Permits 672.50
61600 · Commissions 10,000.00
61700 · Computer and Internet Expenses 5,956.50
62000 · Continuing Education 12,648.50
62500 · Dues and Subscriptions 148.44
63300 · Insurance Expense

63330 · Life Insurance 14,611.40

Total 63300 · Insurance Expense 14,611.40

66700 · Professional Fees
66720 · Legal 250.00

Total 66700 · Professional Fees 250.00

67100 · Rent Expense 30,446.24

67200 · Repairs and Maintenance 7,099.95
68600 · Utilities 3,627.98

Total Expense 128,113.01

Net Ordinary Income 421,385.63

Net Income 421,385.63

10:43 AM Sit Means Sit Franchise, Inc.
06/24/25 Profit & Loss
Accrual Basis January through May 2025

FOR MANAGEMENT PURPOSES ONLY Page 1
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CPAs and Advisors
VELEZ HARDY

Independent Auditor’s Report 

To the Stockholders and Management of 
Sit Means Sit Franchise, Inc. 

Opinion 
We have audited the accompanying financial statements of Sit Means Sit Franchise, Inc. (a Nevada S Corporation), 
which comprise the balance sheets as of December 31, 2024 and 2023, and the related statements of income and 
retained earnings (accumulated deficit), and cash flows for the years then ended, and the related notes to the financial 
statements. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
Sit Means Sit Franchise, Inc. as of December 31, 2024 and 2023, and the results of its operations and its cash flows for 
the years then ended in accordance with accounting principles generally accepted in the United States of America. 

Basis for Opinion 
We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the 
Financial Statements section of our report. We are required to be independent of Sit Means Sit Franchise, Inc. and to 
meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our audits. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
accounting principles generally accepted in the United States of America, and for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about Sit Means Sit Franchise, Inc.’s ability to continue as a 
going concern within one year after the date that the financial statements are available to be issued. 

Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an 
audit conducted in accordance with generally accepted auditing standards will always detect a material misstatement 
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. Misstatements are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial statements. 



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

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial statements.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of Sit
Means Sit Franchise, 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 Sit Means Sit Franchise, 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. 

May 19, 2025 
Las Vegas, Nevada 



SIT MEANS SIT FRANCHISE, INC. 
BALANCE SHEETS 
DECEMBER 31, 2024 AND 2023 

See accompanying notes to the financial statements. 
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2024 2023

ASSETS
Current Assets:

Cash 153,885$       254,125$       

Accounts receivable, net 38,057   43,237  

Prepaid expenses - 3,675

Due from related party 663,715     889,818

Total current assets 855,657     1,190,855    

Property and Equipment, net 5,677     7,467    

Other Assets:
Intangible lease assets, net 36,184   75,987  

Deposits 1,959     1,959    

38,143   77,946  

Total Assets 899,477$       1,276,268$    

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)
Current Liabilities:

Accounts payable 1,298$       435$       

Lease obligations, current 38,407   43,820  

Current maturities of deferred franchise fees 162,285     149,535   

Total current liabilities 201,990     193,790   

Long-Term Liabilities:
Lease obligations, net of current - 38,407

Deferred franchise fees, net of current 752,259     797,627

Total long-term liabilities 752,259     836,034   

Total Liabilities 954,249     1,029,824    

Stockholders' Equity (Deficit):
Common stock, $.001 par value; 100,000 shares authorized,

100,000 shares issued; 67,000 shares outstanding 100    100   

Additional paid-in capital 87,978   87,978  

Treasury stock (90,000)  (90,000)    

Retained earnings (accumulated deficit) (52,851)  248,366   

Total Stockholders' Equity (Deficit) (54,773)  246,444   

Total Liabilities and Stockholders' Equity (Deficit) 899,477$       1,276,268$    



SIT MEANS SIT FRANCHISE, INC. 
STATEMENTS OF INCOME AND RETAINED EARNINGS (ACCUMULATED DEFICIT) 
YEARS ENDED DECEMBER 31, 2024 AND 2023 

See accompanying notes to the financial statements. 
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2024 2023

Revenue 1,266,707$      1,237,007$      

Cost of Revenue 168,588         195,076   

Gross Profit 1,098,119  1,041,931    

Operating Expenses:
Advertising 104,088     10,120     

Automobile 113,685     124,048   

Bad debt 2,325     26,591     

Bank charges 11,605   360  

Depreciation 1,790     2,388   

Education and training 13,860   3,442   

Insurance 35,067   37,070     

Office and miscellaneous 55,850   20,975     

Professional fees 180,258     139,941   

Rent 66,880   70,747     

Repairs and maintenance 5,480     7,963   

Taxes and licenses 73  1,050   

Utilities 8,375     8,487   

Total operating expenses 599,336     453,182   

Net Income 498,783     588,749   

Retained Earnings (Accumulated Deficit), Beginning of Year 248,366     (340,383)  

Stockholder distributions (800,000)    -   

Retained Earnings (Accumulated Deficit), End of Year (52,851)$      248,366$     



SIT MEANS SIT FRANCHISE, INC. 
STATEMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 31, 2024 AND 2023 

See accompanying notes to the financial statements. 
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2024 2023

Cash Flows From Operating Activities:
Net income 498,783$         588,749$     

Adjustments to reconcile net income to net cash

provided by (used in) operating activities:

Bad debt 2,325     26,591  

Depreciation 1,790     2,388    

Amortization of intangible lease asset 39,803   43,422  

Changes in operating assets and liabilities:

(Increase) decrease in:

Accounts receivable 2,855     38,444  

Due from related party 226,103     (889,818)     

Prepaid expenses 3,675     (3,675)  

Increase (decrease) in:

Accounts payable 863    (1,788)  

Deferred franchise fees (32,618)     (107,619)     

Lease obligations (43,820)     (41,260)   

Due to related party - (63,547)

Net cash provided by (used in) operating activities 699,759     (408,113)     

Cash Flows From Financing Activities:
Stockholder distributions (800,000)   -   

Net Change in Cash (100,241)   (408,113)     

Cash, Beginning of Year 254,125     662,238   

Cash, End of Year 153,885$         254,125$     
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NOTE 1 – NATURE OF THE BUSINESS 

The Company was incorporated in the state of Nevada on January 20, 2009 and operates master franchise 
licenses for the Sit Means Sit brand and other franchise concepts throughout North America. The Sit Means 
Sit concept involves training techniques for pets, primarily dogs, to improve behavior and obedience. 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

This summary of significant accounting policies of Sit Means Sit Franchise, Inc. (the “Company”) is 
presented to assist in understanding the Company’s financial statements. The financial statements and notes 
are representations of the Company’s management who are responsible for the integrity and objectivity of the 
financial statements. These accounting policies conform to accounting principles generally accepted in the 
United States of America and have been consistently applied in the preparation of the financial statements. 

Basis of Presentation 

The financial statements are prepared on the accrual basis of accounting, which recognizes income when 
earned and expenses when incurred. 

Use of Estimates in Preparation of Financial Statements 

The preparation of 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 financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results 
could differ from those estimates. The allowance for doubtful accounts is considered to be a significant 
estimate 

Cash and Cash Equivalents 

For the purpose of the statement of cash flows, the Company considers all highly liquid investments available 
for current use with original maturity of three months or less to be cash equivalents. The Company maintains 
its cash in bank deposit accounts which, at times, may exceed federally insured limits.  The Company has not 
experienced any losses in such accounts. Management believes the Company is not exposed to any significant 
credit risk on cash and cash equivalents. 

Accounts Receivable 

The Company’s receivables are primarily generated from ongoing business relationships with franchisees as a 
result of franchise agreements.  

Accounts receivable are reported net of an allowance for credit losses. Management provides for probable 
uncollectible amounts through a charge to earnings and a credit to a valuation allowance based on its 
assessment of the current status of individual accounts. Balances that are still outstanding after management 
has used reasonable collection efforts are written off through a charge to the valuation allowance and a credit 
to accounts receivable.   



SIT MEANS SIT FRANCHISE, INC. 
NOTES TO THE FINANCIAL STATEMENT – CONTINUED 
DECEMBER 31, 2024 AND 2023 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Accounts Receivable (Continued) 

As of December 31, accounts receivable consisted of the following balances: 

2024 2023 2022

Accounts receivable 52,148$   57,328$    108,272$      

Allowance for credit losses (14,091)     (14,091)  -     

38,057$   43,237$    108,272$      

Property and Equipment 

The Company capitalizes significant expenditures for property and equipment at cost, generally those that 
exceed $5,000. Depreciation is computed on the straight-line method over the estimated useful lives of the 
assets. 

Revenue Recognition 

Franchisees are required to pay an initial franchise fee upon execution of a franchise agreement. Services 
provided in exchange for initial franchise fees are highly interrelated with the franchise right and are not 
individually distinct from the ongoing services the Company provides to its franchisees. As a result, initial 
franchise fees are recognized as revenue over the term of each respective franchise agreement. Revenues for 
these initial franchise fees are recognized on the straight-line basis, which is consistent with the franchisee’s 
right to use and benefit from intellectual property. 

The Company’s contract liabilities are comprised of unamortized initial franchise fees. As of December 31, 
deferred franchise fees consisted of the following: 

2024 2023 2022

Deferred franchise fees 914,544$     947,162$     1,054,781$      

Less: current maturities (162,285)   (149,535)   (145,785)    

752,259$     797,627$     908,996$      



SIT MEANS SIT FRANCHISE, INC. 
NOTES TO THE FINANCIAL STATEMENT – CONTINUED 
DECEMBER 31, 2024 AND 2023 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Revenue Recognition (Continued) 

As of December 31, the Company expects to recognize contract liabilities as revenue over the remaining term 
of the associated franchise agreements as follows: 

2025 162,285$      

2026 162,285    

2027 162,285    

2028 141,285    

2029 101,785    

Thereafter 184,619    

914,544$      

As of December 31, revenue sources were as follows: 

2024 2023

Initial franchise fees 160,118$         170,119$         

Royalties and other 1,106,589        1,066,888        

1,266,707$      1,237,007$      

As of December 31, the timing and recognition of revenue was as follows: 

2024 2023

Services transferred at a point in time 1,106,589$      1,066,888$      

Services transferred over time 160,118           170,119           

1,266,707$      1,237,007$      

Various economic factors such as supply and demand, laws and policies and labor affect revenues and cash 
flows. The Company’s revenue is derived from sources within the United States. 

Advertising 

The Company expenses advertising costs as incurred. Advertising for the years ended December 31, 2024 and 
2023 was $104,088 and $10,120, respectively. 



SIT MEANS SIT FRANCHISE, INC. 
NOTES TO THE FINANCIAL STATEMENT – CONTINUED 
DECEMBER 31, 2024 AND 2023 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Income Taxes 

The Company, with the consent of its stockholders, has elected under the Internal Revenue Code to be taxed 
as an S-Corporation. The stockholders of an S-Corporation are taxed on their proportionate share of the 
Company’s taxable income. Therefore, no provision or liability for federal income tax has been included in 
the accompanying financial statements. 

If it is probable that an uncertain tax position will result in a material liability and the amount of the liability 
can be estimated, then the estimated liability is accrued. If the Company were to incur any income tax liability 
in the future, interest on any income tax liability would be reported as interest expense, and penalties on any 
income tax would be reported as income taxes. As of December 31, 2024, there were no uncertain tax 
positions. 

The Company is no longer subject to potential income tax examinations by tax authorities for years before 
2021. 

Reclassification 

Certain reclassifications have been made to the prior year financial statement presentation to correspond to the 
current year’s format. The accumulated deficit was unchanged due to these reclassifications.  

NOTE 2 – PROPERTY AND EQUIPMENT 

As of December 31, property and equipment consisted of the following: 

2024 2023

Equipment 10,882$      10,882$      

Furniture and fixtures 3,134   3,134   

Improvements 24,940    24,940    

Vehicle 128,760  128,760  

167,716  167,716  

Less: accumulated depreciation (162,039)   (160,249)   

5,677$     7,467$     

Depreciation expense for the years ended December 31, 2024 and 2023 was $1,790 and $2,388, respectively. 



SIT MEANS SIT FRANCHISE, INC. 
NOTES TO THE FINANCIAL STATEMENT – CONTINUED 
DECEMBER 31, 2024 AND 2023 
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NOTE 3 – COMMITMENTS AND CONTINGENCIES 

The Company is obligated under a non-cancelable operating lease for its office facilities that expires in 
October 2025. The lease includes escalating payments ranging from $3,500 to $3,859 and has a remaining 
weighted average lease term of three years. Total rent expense for the operating lease for the years ended 
December 31, 2024 and 2023, is $45,116 and $44,150, respectively, which includes variable lease payments 
of $2,085 and $1,750, respectively, for common area maintenance, and is included on the accompanying 
statements of income and retained earnings (accumulated deficit) under the caption “rent”. 

As of December, 31, future minimum payments under non-cancelable leases are as follows: 

2025 38,590$       

Less: interest (183)      

Present value of lease liabilities 38,407$       

Legal Matters 

The Company is involved, from time to time, in some legal disputes incidental to the conduct of its business. 
Based on consultation with legal counsel, the Company does not believe any disputes, either individually or in 
the aggregate, to which the Company is a party will have a material adverse effect on the Company’s financial 
condition or results of operations.  

NOTE 4 – RELATED PARTIES 

From time to time the Company engages in transactions with Sit Means Sit, Inc. (SMSI) and Meow, LLC, 
entities related through common ownership. 

During the years ended December 31, 2024 and 2023, the Company had shared expenses with SMSI for legal, 
seminar, advertising fees, and stockholder distributions paid by the Company in the amount of $886,647 and 
$246,635, respectively.  

During the years ended December 31, 2024 and 2023, the Company paid lease payments for shared office 
space on behalf of Meow, LLC in the amount of $42,878 and $47,775, respectively (See NOTE 3). These 
amounts are included on the accompanying statements of income and accumulated deficit under the caption 
“rent”. 

During the years ended December 31, 2024 and 2023, the Company leased training space from one of its 
stockholders on a month to month basis in the amount of $24,002 and $24,486, respectively. These amounts 
are included on the accompanying statements of income and accumulated deficit under the caption “rent”. 

As of December 31, 2024 and 2023, the outstanding balance receivable from SMSI was $663,715 and 
$889,818, respectively. This balance is due on demand and bears no interest.  



SIT MEANS SIT FRANCHISE, INC. 
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NOTE 5 – SUBSEQUENT EVENTS 

Management has evaluated subsequent events through May 19, 2025, the date which the financial statements 
were available to be issued. 
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CPAs and Advisors
VELEZ  HARDY

Independent Auditor’s Report 

To the Stockholders and Management of 
Sit Means Sit Franchise, Inc. 

Opinion 
We have audited the accompanying financial statements of Sit Means Sit Franchise, Inc. (a Nevada S Corporation), 
which comprise the balance sheets as of December 31, 2023 and 2022, and the related statements of income and 
retained earnings (accumulated deficit), and cash flows for the years then ended, and the related notes to the financial 
statements. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
Sit Means Sit Franchise, Inc. as of December 31, 2023 and 2022, and the results of its operations and its cash flows for 
the years then ended in accordance with accounting principles generally accepted in the United States of America. 

Basis for Opinion 
We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the 
Financial Statements section of our report. We are required to be independent of Sit Means Sit Franchise, Inc. and to 
meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our audits. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
accounting principles generally accepted in the United States of America, and for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about Sit Means Sit Franchise, Inc.’s ability to continue as a 
going concern within one year after the date that the financial statements are available to be issued. 

Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an 
audit conducted in accordance with generally accepted auditing standards will always detect a material misstatement 
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. Misstatements are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial statements. 



  

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

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, 
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a 
test basis, evidence regarding the amounts and disclosures in the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of Sit 
Means Sit Franchise, 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 Sit Means Sit Franchise, 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. 

 
 
 
May 9, 2024 
Las Vegas, Nevada 
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2023 2022

ASSETS
Current Assets:

Cash 254,125$        662,238$        

Accounts receivable, net 43,237            108,272          

Due from related party 889,818          -                 

Prepaid expenses 3,675              -                 

Total current assets 1,190,855       770,510          

Property and Equipment, net 7,467              9,855              

Other Assets:
Intangible lease assets, net 75,987            119,409          

Deposits 1,959              1,959              

77,946            121,368          

Total Assets 1,276,268$     901,733$        

LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)
Current Liabilities:

Accounts payable 435$               2,223$            

Lease obligations, current 43,820            41,261            

Current maturities of deferred franchise fees 149,535          145,785          

Due to related party -                 63,547            

Total current liabilities 193,790          252,816          

Long-Term Liabilities:
Lease obligations, net of current 38,407            82,226            

Deferred franchise fees, net of current 797,627          908,996          

Total long-term liabilities 836,034          991,222          

Total Liabilities 1,029,824       1,244,038       

Stockholders' Equity (Deficit):
Common stock, $.001 par value; 100,000 shares authorized,

100,000 shares issued; 67,000 shares outstanding 100                 100                 

Additional paid-in capital 87,978            87,978            

Treasury stock (90,000)          (90,000)          

Retained earnings (accumulated deficit) 248,366          (340,383)        

Total Stockholders' Equity (Deficit) 246,444          (342,305)        

Total Liabilities and Stockholders' Equity (Deficit) 1,276,268$     901,733$        
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2023 2022

Revenue 1,237,007$      1,369,213$      

Cost of Revenue 195,076           141,423           

Gross Profit 1,041,931        1,227,790        

Operating Expenses:
Advertising 10,120             11,500             

Automobile 124,048           126,350           

Bad debt 26,591             4,050               

Depreciation 2,388               28,140             

Insurance 37,070             35,023             

Office and miscellaneous 24,777             61,935             

Professional fees 139,941           135,826           

Rent 70,747             58,982             

Repairs and maintenance 7,963               11,667             

Taxes and licenses 1,050               1,400               

Utilities 8,487               8,930               

Total operating expenses 453,182           483,803           

Net Income 588,749           743,987           

Accumulated Deficit, Beginning of Year (340,383)          (470,370)          

Stockholder distributions -                   (614,000)          

Retained Earnings (Accumulated Deficit), End of Year 248,366$         (340,383)$        
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2023 2022

Cash Flows From Operating Activities:
Net income 588,749$         743,987$         

Adjustments to reconcile net income to net cash

provided by operating activities:

Bad debt 26,591             4,050               

Depreciation 2,388               28,140             

Amortization of intangible lease asset 43,422             (119,409)          

Changes in operating assets and liabilities:

(Increase) decrease in:

Accounts receivable 38,444             49,798             

Due from related party (889,818)          - 

Prepaid expenses (3,675)              2,065               

Deposits - (1,959) 

Increase (decrease) in:

Accounts payable (1,788)              1,232 

Deferred franchise fees (107,619)          191,195           

Lease obligations (41,260)            123,487           

Due to related party (63,547)            (16,966)            

Net cash provided by (used in) operating activities (408,113)          1,005,620        

Cash Flows From Financing Activities:

Stockholder distributions - (614,000) 

Net cash used in financing activities - (614,000) 

Net Change in Cash (408,113)          391,620           ,

Cash, Beginning of Year 662,238           270,618           

Cash, End of Year 254,125$         662,238$         
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NOTE 1 – NATURE OF THE BUSINESS 

The Company was incorporated in the state of Nevada on January 20, 2009 and operates master franchise 
licenses for the Sit Means Sit brand and other franchise concepts throughout North America. The Sit Means 
Sit concept involves training techniques for pets, primarily dogs, to improve behavior and obedience. 

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

This summary of significant accounting policies of Sit Means Sit Franchise, Inc. (the “Company”) is 
presented to assist in understanding the Company’s financial statements. The financial statements and notes 
are representations of the Company’s management who are responsible for the integrity and objectivity of the 
financial statements. These accounting policies conform to accounting principles generally accepted in the 
United States of America and have been consistently applied in the preparation of the financial statements. 

Basis of Presentation 

The financial statements are prepared on the accrual basis of accounting, which recognizes income when 
earned and expenses when incurred. 

Use of Estimates in Preparation of Financial Statements 

The preparation of 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 financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results 
could differ from those estimates. The allowance for doubtful accounts is considered to be a significant 
estimate 

Cash and Cash Equivalents 

For the purpose of the statement of cash flows, the Company considers all highly liquid investments available 
for current use with original maturity of three months or less to be cash equivalents. The Company maintains 
its cash in bank deposit accounts which, at times, may exceed federally insured limits.  The Company has not 
experienced any losses in such accounts. Management believes the Company is not exposed to any significant 
credit risk on cash and cash equivalents. 

Accounts Receivable 

The Company’s receivables are primarily generated from ongoing business relationships with franchisees as a 
result of franchise agreements.  

Accounts receivable are reported net of an allowance for doubtful accounts. Management provides for 
probable uncollectible amounts through a charge to earnings and a credit to a valuation allowance based on its 
assessment of the current status of individual accounts. Balances that are still outstanding after management 
has used reasonable collection efforts are written off through a charge to the valuation allowance and a credit 
to accounts receivable.   
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Accounts Receivable (Continued) 

As of December 31, accounts receivable consisted of the following balances: 

2023 2022 2021

Accounts receivable 57,328$           108,272$         162,120$         

Allowance for doubtful accounts (14,091)      -    -     

43,237$           108,272$         162,120$         

Property and Equipment 

The Company capitalizes significant expenditures for property and equipment at cost, generally those that 
exceed $5,000. Depreciation is computed on the straight-line method over the estimated useful lives of the 
assets. 

Revenue Recognition 

Franchisees are required to pay an initial franchise fee upon execution of a franchise agreement. Services 
provided in exchange for initial franchise fees are highly interrelated with the franchise right and are not 
individually distinct from the ongoing services the Company provides to its franchisees. As a result, initial 
franchise fees are recognized as revenue over the term of each respective franchise agreement. Revenues for 
these initial franchise fees are recognized on the straight-line basis, which is consistent with the franchisee’s 
right to use and benefit from intellectual property. 

The Company’s contract liabilities are comprised of unamortized initial franchise fees. As of December 31, 
deferred franchise fees consisted of the following: 

2023 2022 2021

Deferred franchise fees 947,162$    1,054,781$      863,586$    

Less: current maturities (149,535)  (145,785)  (112,985)  

797,627$    908,996$    750,601$    
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Revenue Recognition (Continued) 

As of December 31, the Company expects to recognize contract liabilities as revenue over the remaining term 
of the associated franchise agreements as follows: 

2024 149,535$      

2025 149,535        

2026 149,535        

2027 149,535        

2028 128,535        

Thereafter 220,487        

947,162$      

As of December 31, revenue sources were as follows: 

2023 2022

Initial franchise fees 170,119$        136,805$        

Royalties and other 1,066,888    1,232,408    

1,237,007$     1,369,213$     

As of December 31, the timing and recognition of revenue was as follows: 

2023 2022

Services transferred at a point in time 1,066,888$     1,232,408$     

Services transferred over time 170,119       136,805       

1,237,007$     1,369,213$     

Various economic factors such as supply and demand, laws and policies and labor affect revenues and cash 
flows. The Company’s revenue is derived from sources within the United States. 

Advertising 

The Company expenses advertising costs as incurred. Advertising for the years ended December 31, 2023 and 
2022 was $10,120 and $11,500, respectively. 

Income Taxes 

The Company, with the consent of its stockholders, has elected under the Internal Revenue Code to be taxed 
as an S-Corporation. The stockholders of an S-Corporation are taxed on their proportionate share of the 
Company’s taxable income. Therefore, no provision or liability for federal income tax has been included in 
the accompanying financial statements. 
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Income Taxes (Continued) 

If it is probable that an uncertain tax position will result in a material liability and the amount of the liability 
can be estimated, then the estimated liability is accrued. If the Company were to incur any income tax liability 
in the future, interest on any income tax liability would be reported as interest expense, and penalties on any 
income tax would be reported as income taxes. As of December 31, 2023, there were no uncertain tax 
positions. 

The Company is no longer subject to potential income tax examinations by tax authorities for years before 
2020. 

Reclassification 

Certain reclassifications have been made to the prior year financial statement presentation to correspond to the 
current year’s format. The accumulated deficit was unchanged due to these reclassifications.  

Recent Accounting Pronouncement 

In March 2022, the FASB issued ASU 2022-02, Financial Instruments – Credit Losses (Topic 326): 
Measurement of Credit Losses on Financial Instruments, which creates a new credit impairment standard for 
financial instruments. Under the new standard, the existing incurred loss model was replaced with a current 
expected credit loss (CECL) model for most receivables and various other financial instruments. Receivable 
assets under the standard are presented at the net amount expected to be collected through an allowance for 
credit losses. Expanded disclosures are also required. This ASU is effective for the Company for the year 
ended December 31, 2023. Management of the Company doesn’t believe this guidance has a material impact 
to the Company’s financial statements. 

NOTE 2 – PROPERTY AND EQUIPMENT 

As of December 31, property and equipment consisted of the following: 

2023 2022

Equipment 10,882$               10,882$    

Furniture and fixtures 3,134            3,134    

Improvements 24,940          24,940  

Vehicle 128,760        128,760           

167,716        167,716           

Less: accumulated depreciation (160,249)      (157,861)         

7,467$                 9,855$      

Depreciation expense for the years ended December 31, 2023 and 2022 was $2,388 and $28,140, respectively. 
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NOTE 3 – OPERATING LEASE 

The Company is obligated under a non-cancelable operating lease for its office facilities that expires in 
October 2025. The lease includes escalating payments ranging from $3,500 to $3,859 and has a remaining 
weighted average lease term of three years. Total rent expense for the operating lease for the years ended 
December 31, 2023 and 2022, is $44,510 and $29,167, respectively, which includes variable lease payments 
of $1,750 and $640, respectively, for common area maintenance, and is included on the accompanying 
statements of income and retained earnings (accumulated deficit) under the caption “rent”. 

As of December, 31, future minimum payments under non-cancelable leases are as follows: 

2024 44,468$            

2025 38,590    

Less: interest (831)       

Present value of lease liabilities 82,227$            

NOTE 4 – RELATED PARTIES 

From time to time the Company engages in transactions with Sit Means Sit, Inc. (SMSI) and Meow, LLC, 
entities related through common ownership. 

During the years ended December 31, 2023 and 2022, the Company had shared expenses with SMSI for legal, 
seminar, and advertising fees paid by the Company in the amount of $246,635 and $80,513, respectively.  

During the years ended December 31, 2023 and 2022, the Company paid lease payments for shared office 
space on behalf of SMSI in the amount of $0 and $20,560, respectively. During the years ended December 31, 
2023 and 2022, it paid lease payments for shared office space on behalf of Meow, LLC in the amount of 
$47,775 and $7,175, respectively (See NOTE 3). These amounts are included on the accompanying 
statements of income and accumulated deficit under the caption “rent”. 

During the years ended December 31, 2023 and 2022, the Company leased training space from one of its 
stockholders on a month to month basis in the amount of $24,486 and $27,098, respectively. These amounts 
are included on the accompanying statements of income and accumulated deficit under the caption “rent”. 

As of December 31, 2023 and 2022, the outstanding balance receivable from SMSI was $889,818 and $0, 
respectively. As of December 31, 2023 and 2022, the outstanding balance payable to SMSI was $0 and 
$63,547, respectively. These balances are due on demand and bear no interest. There were no amounts 
receivable from or payable to any of the Company’s stockholders as of December 31, 2023 or 2022. 

NOTE 5 – SUBSEQUENT EVENTS 

Management has evaluated subsequent events through May 9, 2024, the date which the financial statements 
were available to be issued. 
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