SER-Jobs for Progress of the Texas Gulf Coast, Inc.,
Subsidiary, and Support Organization

CONSOLIDATED FINANCIAL STATEMENTS

August 31, 2025 and 2024




Table of Contents .

Page
REPORT
Independent AUITOr's REPOIT ........uuviiiieeiiiciiiieee et e e e e s rrre e e e e e e esarareeeeeeeeennnns 1
CONSOLIDATED FINANCIAL STATEMENTS
Consolidated Statements of Financial POSition .........ccccceeeivviiiiieeeee e, 4
Consolidated Statements of ACtiVities......ccuvvveeiiiiiiii e 5
Consolidated Statements of Functional EXPeNnSEs.........cccccevuuuuurrrruminiiinireesieensesesreenennn. 6
Consolidated Statements of Cash FIOWS........cceiiiiiiiiiiiieieiiiireeee e 8
Notes to Consolidated Financial Statements........ccccevviviiiiieiii i 10
SUPPLEMENTARY INFORMATION
Schedule of Expenditures of Federal AWards ..........oocevvviciiieiniiies e 28
Notes to Schedule of Expenditures of Federal Awards ........cccccceevviciiiieeee i, 29
Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Consolidated Financial
Statements Performed in Accordance with Government Auditing Standards............... 31
Independent Auditor’s Report on Compliance for Each Major Program and on
Internal Control Over Compliance Required by the Uniform Guidance................c........ 33
Schedule of Findings and QUestioNed COSES ..........uuvriirriiiiiiiriiiirrerereerreeeeeeereeeeereeeeeeeees 36

(e A =Yot A1 VZ=I Yo [0 Y 1 2d =1 s TP PR 39



CAR R® Carr, Riggs & Ingram, L.L.C.
C R I RIGGS & Two Riverway
INGRAM 15th Floor

Houston, TX 77056

CARR, RIGGS & INGRAM, L.L.C. 713.621.8090

713.621.6907 (fax)
CRladv.com

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
SER-Jobs for Progress of the Texas Gulf Coast, Inc.
Houston, Texas

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying consolidated financial statements of SER-Jobs for Progress of the
Texas Gulf Coast, Inc., Subsidiary, and Support Organization (collectively, “SER”), which comprise the
consolidated statements of financial position as of August 31, 2025 and 2024, and the related
consolidated statements of activities, functional expenses, and cash flows for the years then ended,
and the related notes to the consolidated financial statements.

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of SER-Jobs for Progress of the Texas Gulf Coast, Inc., Subsidiary, and Support
Organization as of August 31, 2025 and 2024, and the changes in their net assets and their 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 and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. 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 SER 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 opinions.

Responsibilities of Management for the 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 SER’s
ability to continue as a going concern within one year after the date that the consolidated 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 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 generally accepted auditing standards and Government Auditing Standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the consolidated financial
statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of SER’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the consolidated financial statements.

o Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about SER’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.



Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying schedule of expenditures of federal awards, as required
by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles and Audit Requirements for Federal Awards, is presented for purposes of additional analysis
and is not a required part of the consolidated financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the consolidated financial statements. The information has been
subjected to the auditing procedures applied in the audit of the consolidated financial statements
and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the consolidated financial statements
or to the consolidated financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedule of expenditures of federal awards is fairly stated, in all material respects, in
relation to the consolidated financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February
12, 2026, on our consideration of SER’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion
on the effectiveness of SER’s internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering SER’s internal control over financial reporting and compliance.

|
y ¢
&Mfﬂ%y ! (,@pq'mm, L.L.C.
Houston, Texas
February 12, 2026



SER-Jobs for Progress of the Texas Gulf Coast, Inc.,

Subsidiary, and Support Organization

Consolidated Statements of Financial Position

August 31, 2025 2024
Assets
Current assets
Cash and cash equivalents S 407,981 S 138,733
Certificates of deposit 491,388 1,706,686
Investments 506,822 794,234
Federal grants receivable 525,937 365,263
Promises to give 849,537 773,682
Prepaid expenses and deposits 73,110 124,569
Total current assets 2,854,775 3,903,167
Non-current assets
Certificates of deposit 708,890 -
Recoverable grant receivable - 250,000
Operating lease right-of-use assets, net 50,571 21,398
Property and equipment, net 16,787,984 16,204,298
Total non-current assets 17,547,445 16,475,696
Total assets $ 20,402,220 S 20,378,863
Liabilities and net assets
Current liabilities
Accounts payable S 318,362 S 429,809
Accrued liabilities 146,670 241,328
Deferred revenues 1,700 4,700
Line of credit 963,990 973,990
Current maturities of operating lease liabilities 16,924 17,084
Current portion of long-term debt 12,800 67,703
Total current liabilities 1,460,446 1,734,614
Long-term liabilities
Operating lease liabilities, less current portion 33,647 4,314
Refundable advance - City of Houston 1,040,294 191,597
Long-term debt, less current portion 43,609 55,048
Total long-term liabilities 1,117,550 250,959
Total liabilities 2,577,996 1,985,573
Net assets
Without donor restrictions 9,569,324 10,199,224
With donor restrictions 8,254,900 8,194,066
Total net assets 17,824,224 18,393,290
Total liabilities and net assets $ 20,402,220 S 20,378,863

The accompanying notes are an integral part of these consolidated financial statements.
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SER-Jobs for Progress of the Texas Gulf Coast, Inc.,
Subsidiary, and Support Organization
Consolidated Statements of Activities

For the years ended August 31, 2025 2024
Without Donor With Donor Without Donor ~ With Donor
Restrictions  Restrictions Total Restrictions Restrictions Total

Operating revenue and support

Federal grant revenue - programs $ 5,044,173 S - 5,044,173 S 4,473,435 S - S 4,473,435

Federal grant revenue - construction - - - - 15,205 15,205

Contributions 303,177 2,401,843 2,705,020 619,265 2,417,092 3,036,357

Contributions of non-financial assets 234,117 402,584 636,701 5,415 - 5,415

Special event - 107,500 107,500 161,007 - 161,007

Less costs of donor benefits provided - - - (41,046) - (41,046)

Investment return 100,374 - 100,374 257,052 - 257,052

Other income 64,364 - 64,364 48,368 - 48,368

Net assets released from restrictions 2,851,093 (2,851,093) - 3,020,741 (3,020,741) -
Total operating revenue and support 8,597,298 60,834 8,658,132 8,544,237 (588,444) 7,955,793
Expenses
Program services

Employer, education

and training services

Adult programs 2,452,457 - 2,452,457 2,764,066 - 2,764,066
Youth programs 4,553,833 - 4,553,833 3,966,582 - 3,966,582

Other programs 555,464 - 555,464 687,492 - 687,492
Total program services 7,561,754 - 7,561,754 7,418,140 - 7,418,140
Supporting services

Community reinvestment 17,446 - 17,446 57,075 - 57,075

Management and general 1,101,565 - 1,101,565 946,554 - 946,554

Fundraising 155,643 - 155,643 514,667 - 514,667

SERCDC 2,604 - 2,604 40,087 - 40,087

SER QALICB 301,632 - 301,632 514,306 - 514,306
Total supporting services 1,578,890 - 1,578,890 2,072,689 - 2,072,689
Total expenses 9,140,644 - 9,140,644 9,490,829 - 9,490,829
Change in net assets from operations (543,346) 60,834 (482,512) (946,592) (588,444) (1,535,036)
Nonoperating revenue and support

Loss on uncollectable recoverable grant receivable (86,554) - (86,554) - - -

Net gain on New Markets Tax Credits - - - 2,952,955 - 2,952,955
Change in net assets (629,900) 60,834 (569,066) 2,006,363 (588,444) 1,417,919
Net assets at beginning of year 10,199,224 8,194,066 18,393,290 8,192,861 8,782,510 16,975,371
Net assets at end of year $ 9,569,324 $ 8,254,900 $ 17,824,224 $ 10,199,224 $ 8,194,066 S 18,393,290

The accompanying notes are an integral part of these consolidated financial statements.
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SER-Jobs for Progress of the Texas Gulf Coast, Inc.,
Subsidiary, and Support Organization
Consolidated Statements of Cash Flows

For the years ended August 31,

2025

2024

Operating activities
Changes in net assets
Adjustments to reconcile changes in net assets to
net cash provided by (used in) operating activities

(569,066) $ 1,417,919

Depreciation 620,438 582,078
Loss on uncollectable recoverable grant receivable 86,554 -
Realized and unrealized loss (gain) on investments
and certificates of deposit 38,129 (59,156)
Amortization of operating lease right of use assets 23,187 33,555
In-kind contribution of property and equipment (386,501) -
Net gain on new market tax credit - (2,952,955)
Amortization of debt issuance costs - 20,326
Changes in operating assets and liabilities
Federal grants receivable (160,674) (66,672)
Promises to give (75,855) 234,580
Prepaid expenses and deposits 51,459 (91,929)
Accounts payable and accrued liabilities (299,665) (147,744)
Deferred revenues (3,000) 4,175
Operating lease liabilities (23,187) (33,555)
Refundable advance - City of Houston 848,697 191,597
Net cash provided by (used in) operating activities 150,516 (867,781)
Investing activities
Purchase of certificates of deposit (1,424,000) (548,073)
Cash proceeds on sale and redemption of certificates of deposit 1,907,000 -
Purchase of investments (499,701) (1,004,167)
Cash proceeds on sale and redemption of investments 772,392 2,351,000
Purchases of property and equipment (724,063) (176,848)
Repayments on recoverable grant 163,446 -
Payments on recoverable grant - (250,000)
Net cash provided by investing activities 195,074 371,912
Financing activities
Repayments on long-term debt (66,342) (81,129)
Borrowing on line of credit - 640,000
Repayments on line of credit (10,000) (613,162)
Net cash used in financing activities (76,342) (54,291)
Net change in cash, cash equivalents 269,248 (550,160)
Cash and cash equivalents, beginning of year 138,733 688,893
Cash and cash equivalents, end of year 407,981 $ 138,733

The accompanying notes are an integral part of these consolidated financial statements.

-8-



SER-Jobs for Progress of the Texas Gulf Coast, Inc.,
Subsidiary, and Support Organization
Consolidated Statements of Cash Flows (Continued)

For the years ended August 31, 2025 2024

Schedule of Noncash Transactions

Financing the purchase of property and equipment S - S 69,802

Operating lease right-of-use assets obtained in exchange for lease obligations $ 52,360 S -

In-kind contribution of property and equipment $ 386,501 S -

Purchase of property of equipment included in accounts payable S 93,560 S 235,211

Schedule of Certain Cash Flow Information

Cash paid for interest S 92,467 S 179,669

The accompanying notes are an integral part of these consolidated financial statements.
-9.-



SER-Jobs for Progress of the Texas Gulf Coast, Inc.,
Subsidiary, and Support Organization
Notes to Consolidated Financial Statements

Note 1: DESCRIPTION OF THE ORGANIZATION
Organization

SER-Jobs for Progress of the Texas Gulf Coast, Inc. (SER-Jobs) is a Texas nonprofit corporation. SER-
Jobs provides career counseling and job placement services for economically disadvantaged residents
of Harris and surrounding counties. SER-Jobs is supported primarily through contributions and grants
from governmental entities, foundations, corporations, and United Way of Greater Houston. SER-
Jobs conducts the following programs:

Adult programs: provide employment and training information to adults. Individuals are coached to
receive basic employment skills such as computer skills and resume writing. Clients receive basic labor
exchange services with training in construction, welding, forklift training, office administration,
customer service, financial coaching, and job readiness to include business dressing skills, job search
and placement assistance and career assessment and counseling.

Youth programs: services to youth includes career coaching, GED attainment, testing services,
occupational training, access to scholarships, transportation assistance/work support, financial
coaching, paid internships, public benefits access, job readiness, job placement and mentoring.

Other programs: can include the same services as Adult and Youth programs, but do not have an age
requirement. Programs also vary from the traditional services and include Entrepreneurial efforts,
training the trainer, and research grants.

SERCORP of Houston, Inc. (SERCORP) was organized in February 1992 as a for-profit Texas corporation
and was a 100% owned subsidiary of SER-Jobs. SERCORP owned land and several buildings and leased
office space to SER-Jobs and one other unrelated entity. These land and buildings were sold in 2022.
SERCORP did not receive federal grant revenues. On July 25, 2016, SERCORP was converted into a
not-for-profit entity, SER Community Development Corporation (SERCDC). In August 2023 SERCDC
filed and was approved a request for recognition of a reclassification of its public charity status from
a Section 509(a)(2) public charity to a Type | supporting organization within the meaning of Section
509(a)(3)(B)(i) of the Code, effective as of August 10, 2023. SER-Jobs is the sole member of SERCDC.

SER QALICB is a Texas nonprofit corporation and is organized and operated exclusively for the support
and benefit of SER-Jobs. SER QALICB was formed on April 19, 2017 and qualifies as an active low-
income community business for the purposes of generating certain tax credits called New Markets
Tax Credits (NMTCs) under section 45D of the Internal Revenue Code of 1986, as amended. See Note
5 for more details about the NMTCs arrangement.

-10 -



SER-Jobs for Progress of the Texas Gulf Coast, Inc.,
Subsidiary, and Support Organization
Notes to Consolidated Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The accompanying consolidated financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of
America (U.S. GAAP). The Financial Accounting Standards Board (FASB) provides authoritative
guidance regarding U.S. GAAP through the Accounting Standards Codification (ASC) and related
Accounting Standards Updates (ASUs).

Principles of Consolidation

The consolidated financial statements include the accounts of SER-Jobs, SERCDC, its wholly-owned
subsidiary, and SER QALICB, its support organization (collectively, “SER”). All significant intercompany
accounts and transactions have been eliminated.

Use of Estimates

The preparation of U.S. GAAP consolidated financial statements requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and changes
therein, and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual
results could differ from those estimates. Estimates that are particularly susceptible to significant
change in the near term are related to contributions of non-financial assets, allocation of functional
expenses, useful lives of property and equipment and operating lease right of use assets, collectability
of grants receivable and promises to give and fair value of investments.

Cash and Cash Equivalents

Cash and cash equivalents include cash and all highly liquid investments with an original maturity of
90 days or less.

Certificates of Deposit

SER’s certificates of deposit have maturities at various dates through February 2028. Certificates of
deposit with maturities beyond August 31, 2026 are presented as non-current in the consolidated
statements of financial position.

Investments

SER reports investments in equity securities with readily determinable fair values and all investments
in debt securities at their fair values in the consolidated statements of financial position. Investment
return is reported in the consolidated statements of activities as an increase in net assets without
donor restrictions unless otherwise specified by donor restrictions. Unrealized gains and losses are
included in the change in net assets in the accompanying consolidated statements of activities.

-11 -



SER-Jobs for Progress of the Texas Gulf Coast, Inc.,
Subsidiary, and Support Organization
Notes to Consolidated Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Federal Grants Receivable

Federal grants receivable are stated at unpaid balances, less an allowance for doubtful accounts. SER
provides for losses on grants receivable using the allowance method. The allowance is based on
experience, contracts with grantors, and other circumstances, which may affect the ability of grantors
to meet their obligations.

Grant receivables are considered impaired if billings are not collected in accordance with the
contractual terms. It is SER's policy to charge off uncollectible grants receivable when management
determines the receivable will not be collected. Management considers all grants receivable to be
collectible within one year at August 31, 2025 and 2024, and therefore no allowance has been
recorded in the accompanying consolidated financial statements.

Promises to Give

Conditional promises to give are not recognized in the consolidated financial statements until the
conditions are substantially met or explicitly waived by the donor. Unconditional promises to give that
are expected to be collected within one year are recorded at net realizable value. Unconditional
promises to give that are expected to be collected in more than one year are recorded at fair value,
which is measured as the present value of their future cash flows. The discounts on those amounts are
computed using risk-adjusted interest rates applicable to the years in which the promises are received.
Amortization of the discounts is included in contribution revenue. In the absence of donor stipulations
to the contrary, promises with payments due in future periods are restricted to use after the due date.
Promises that remain uncollected more than one year after their due dates may be written off by
management unless the donors indicate that payment is merely postponed. Management of SER
considers the promises to give to be fully collectible within one year at August 31, 2025 and 2024;
accordingly, no allowance for doubtful accounts has been recorded.

Property and Equipment

All acquisitions of property and equipment in excess of $5,000 and all expenditures for maintenance,
renewals, and betterments that materially prolong the useful lives of assets are capitalized. Repairs
and maintenance are expensed as incurred. Property and equipment are carried at cost or, if donated,
at the approximate fair value at the date of donation. Depreciation is computed using the straight-
line method over the estimated useful lives of the assets.

Equipment purchases made from federal grant funds, where SER does not have title to the equipment

and is legally obligated to return it to the funding source at the end of the grant period, are accounted
for as expenses at the time of acquisition.
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property and Equipment (Continued)

Included in property and equipment is a building, with net book value totaling $6,920,855, which was
constructed with restricted federal funding. Also included in property and equipment is furniture,
fixtures and equipment, with net book value totaling $345,090 restricted by the donor for use. If SER
does not continue to use such property in its operations, proceeds from the sale of the property will
revert to the grantor for the amounts contributed.

Leases

SER leases equipment. SER determines if an arrangement is a lease at inception. Operating leases are
included in operating lease right of use (ROU) assets and operating lease liabilities on the
consolidated statements of financial position.

ROU assets represent the right to use an underlying asset for the lease term and lease liabilities
represent the obligation to make lease payments arising from the lease. Operating lease ROU assets
and liabilities are recognized at commencement date based on the present value of lease payments
over the lease term. As most of the leases do not provide an implicit rate, management has elected
as a practical expedient for all classes of assets, to use a risk-free rate based on the information
available at commencement date in determining the present value of lease payments. The operating
lease ROU asset also includes any lease payments made and excludes lease incentives. The lease
terms may include options to extend or terminate the lease when it is reasonably certain that SER
will exercise that option. Lease expense for lease payments is recognized on a straight-line basis over
the lease term.

SER’s lease agreements do not contain any material residual value guarantees or material restrictive
covenants.

SER’s lease agreements may contain lease and non-lease components, which are generally
accounted for separately. SER has accounted for the lease and non-lease components as a single
lease component. For arrangements accounted for as a single lease component, there may be
variability in future lease payments as the amount of certain non-lease components is typically
revised from one period to the next. The variable lease payments are recognized in rent expense in
the period in which the obligation for those payments was incurred.

In evaluating contracts to determine if they qualify as a lease, management considers factors such as
if SER has obtained substantially all of the rights to the underlying asset through exclusivity, if SER can
direct the use of the asset by making decisions about how and for what purpose the asset will be
used and if the lessor has substantive substitution rights. This evaluation may require significant
judgment.
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment of Long-Lived Assets

SER’s long-lived assets are evaluated for impairment in accordance with generally accepted
accounting principles which requires that long-lived assets be reviewed for impairment whenever
events or changes in circumstances indicate that the carrying value of an asset may not be
recoverable based on expected undiscounted cash flows attributable to that asset. This review
requires significant judgments both in assessing events and circumstances as well as estimating
future cash flows. Should events indicate that any of the assets are impaired, the amount of such
impairment will be measured as the difference between the carrying value and the fair value of the
impaired asset and the impairment will be recorded in earnings during the period of such impairment.
SER recorded an impairment of $86,554 on recoverable grant receivable for the year ended August
31, 2025. No impairment of long-lived assets was noted for the year ended August 31, 2024.

Vacation and Sick Leave Benefits

SER-Jobs provides vacation and sick leave benefits to its employees. The cost of vacation benefits is
recorded when such benefits are earned and are payable upon employee termination. The cost of
sick leave benefits, which are not payable upon employee termination, is recorded when such
benefits are taken. Accrued vacation benefits totaled $65,330 and $138,413 as of August 31, 2025
and 2024, respectively, and are included in accrued liabilities in the consolidated statements of
financial position.

Deferred Revenues

Deferred revenues represent prepaid government grants that were not earned by fiscal year-end
Deferred revenue balance amounted to $1,700 and $4,700 as of August 31, 2025 and 2024,
respectively.

Net Assets

SER reports information regarding its financial position and activities according to two classes of net
assets that are based upon the existence or absence of restrictions on use that are placed by its
donors: net assets without donor restrictions and net assets with donor restrictions.

Net assets without donor restrictions are resources available to support operations and not subject
to donor restrictions. The only limits on the use of net assets without donor restrictions are the broad
limits resulting from the nature of SER, the environment in which it operates, the purposes specified
in its corporate documents and its application for tax-exempt status, and any limits resulting from
contractual agreements with creditors and others that are entered into in the course of its
operations.
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Assets (Continued)

Net assets with donor restrictions are resources that are subject to donor-imposed restrictions. Some
restrictions are temporary in nature, such as those that are restricted by a donor for use for a
particular purpose or in a particular future period. Other restrictions may be perpetual in nature; such
as those that are restricted by a donor that the resources be maintained in perpetuity.

When a donor's restriction is satisfied, either by using the resources in the manner specified by the
donor or by the passage of time, the expiration of the restriction is reported in the consolidated
financial statements by reclassifying the net assets from net assets with donor restrictions to net
assets without donor restrictions. Gifts of long-lived assets and gifts of cash restricted for the
acquisition of long-lived assets are recognized as restricted revenue when received and released from
restrictions when the assets are placed in service, unless the donor has also placed a time restriction
on the use of the long-lived asset in which case net assets with donor restrictions are released from
restrictions over the life of the time restriction.

Operating and Nonoperating Activities

The consolidated statements of activities presents the changes in net assets of SER from operating
activities and nonoperating activities. Operating revenues and expenses relate primarily to career
counseling and job placement services provided by the entity.

Nonoperating activities for the year ended August 31, 2024 represents the net gain on forgiveness of
notes receivable and long-term debt corresponding to the new markets tax credits agreement (Note
5).

Nonoperating activities for the year ended August 31, 2025 represents the loss on uncollectable
recoverable grant receivable (Note 6).

Revenue Recognition

A significant portion of SER’s grants and contracts are from government agencies. The benefits
received by the public as a result of the assets transferred are not equivalent to commensurate value
received by the government agencies and are therefore not considered exchange transactions.
Grants and contracts are analyzed for measurable performance-related barriers or other barriers.
Revenue is recognized as barriers are met. Funds received from non-exchange transactions in
advance of barriers being met are recorded as refundable advances. Cost-reimbursable grants awards
totaling $5,575,882 and $8,358,336 have not been recognized as revenues at August 31, 2025 and
2024, respectively, because the qualifying expenditures have not yet been incurred.

Contributions are recognized when cash, other assets, an unconditional promise to give, or
notification of a beneficial interest is received. Conditional promises to give are not recognized until
the conditions on which they depend have been substantially met or the donor has explicitly removed
the conditions.
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Donated Assets

Donated assets and other noncash donations are recorded as contributions at their fair values at the
date of donation.

Donated Services

Donated services are recognized as contributions if the services (a) create or enhance nonfinancial
assets or (b) require specialized skills, are performed by people with those skills, and would otherwise
be purchased by SER. SER receives donated services from unpaid volunteers who assist with special
projects throughout the year that are not recognized as contributions in the consolidated financial
statements since the recognition criteria were not met.

Functional Allocation of Expenses

Directly identifiable expenses are charged to programs and supporting services. The expenses that are
allocated are personnel expenses, which are allocated on the basis of time and effort; occupancy, which
is allocated based on square footage occupied by the program; cost of communications, which is
allocated based on the users; equipment lease, allocated based on program usage; supplies, which is
allocated based on full time employees; and insurance, which is allocated based on program usage.

Federal Income Taxes

SER-Jobs, SER QALICB and SERCDC are exempt from federal income tax under 510(a) of the Internal
Revenue Code as an organization described in section 501(c)(3) and comparable state law. Therefore,
no provision for federal income tax has been made in these consolidated financial statements.

SER utilizes the accounting requirements associated with uncertainty in income taxes using the
provisions of Financial Accounting Standards Board (FASB) ASC 740, Income Taxes. Using that
guidance, tax positions initially need to be recognized in the consolidated financial statements when
it is more likely than not the positions will be sustained upon examination by the tax authorities. It
also provides guidance for derecognition, classification, interest and penalties, accounting in interim
periods, disclosure and transition. As of August 31, 2025 and 2024, SER has no uncertain tax
provisions that qualify for recognition or disclosure in the consolidated financial statements.

Subsequent Events
Management has evaluated subsequent events through the date that the consolidated financial
statements were available to be issued, February 12, 2026 and determined there were no events that

occurred that required disclosure, except as mentioned in Note 11. No subsequent events occurring
after this date have been evaluated for inclusion in these consolidated financial statements.
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Note 3: LIQUIDITY AND FINANCIAL ASSETS AVAILABILITY

As part of SER’s liquidity management, it has a policy to structure its financial assets to be available
forits general expenditures and other obligations that come due. For purposes of analyzing resources
available to meet general expenditures over a twelve month period, SER considers all expenditures
related to its ongoing activities of adult, youth, and other programs, to be general expenditures. SER’s
spending is based on its ongoing activities as well as the conduct of services undertaken to support
those activities to be general expenditures. The costs are outlined in the program budgets. SER invests
cash in excess of daily requirements in short-term and long-term investments.

SER has the following financial assets available within one year of the consolidated statements of
financial position date to meet cash needs for general expenditure:

August 31, 2025 2024
Total assets at year end S 20,402,220 $ 20,378,863
Less non-financial assets
Prepaid expenses and deposits (73,110) (124,569)
Operating lease right-of-use assets, net (50,571) (21,398)
Property and equipment, net (16,787,984) (16,204,298)
Financial assets at year-end 3,490,555 4,028,598
Less those not available for general expenditures within one
year, due to contractual or donor-imposed restrictions
Restricted by donor with time or purpose restrictions (1,816,823) (1,762,194)
Certificates of deposit (708,890) -
Recoverable grant receivable - (250,000)
Financial assets available to meet cash needs for general
expenditures within one year $ 964,842 S 2,016,404

Depending on the terms with the counterparty, SER can redeem non-current certificates of deposit
in the event of an unanticipated liquidity need. SER also has access to a $1,000,050 line of credit
facility at August 31, 2025 and 2024, which it could draw upon in the event of an unanticipated
liquidity need. The available line of credit facility amounts were $36,060 and $26,060 as of August 31,
2025 and 2024, respectively. See Note 10 for more details.

Note 4: INVESTMENTS AND FAIR VALUE MEASUREMENTS

Fair value is the exchange price that would be received to sell an asset or paid to transfer a liability
(an exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date.
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Note 4: INVESTMENTS AND FAIR VALUE MEASUREMENTS (Continued)
There are three levels of inputs that may be used to measure fair values:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity
has the ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices, such as:

e Quoted prices for similar assets or liabilities in active markets;
¢ Quoted prices for identical or similar assets or liabilities in inactive markets;
e |nputs, other than quoted prices, that are:

=  observable; or

= can be corroborated by observable market data.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for
substantially the full term of the asset or liability.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques
maximize the use of relevant observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value at
August 31, 2025 and 2024. There have been no changes in the methodologies used at August 31,
2025 and 2024.

The fair values of SER’s investment in U.S. treasury bills and notes are based on quoted market prices
in active markets, and are included in the Level 1 fair value hierarchy as the market for U.S. treasury
bills is an actively traded market given the high level of daily trading volume.

The preceding methods described may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, although SER believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine fair value of certain financial instruments could result in
different fair value measurements at the reporting date.
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Note 4: INVESTMENTS AND FAIR VALUE MEASUREMENTS (Continued)

Assets measured at fair value on a recurring basis consists of the following:

August 31, 2025 Level 1 Level 2 Level 3 Total
U.S Treasury bills and notes S 506,822 S - S - $ 506,822
Total assets measured at fair value S 506,822 S - S - $ 506,822
August 31, 2024 Level 1 Level 2 Level 3 Total
U.S Treasury bills and notes S 794,234 S - S - S 794,234
Total assets measured at fair value S 794,234 S - S - S 794,234

Changes in Fair Value Levels

The availability of observable market data is monitored to assess the appropriate classification of
financial instruments within the fair value hierarchy. Changes in economic conditions or model-based
valuation techniques may require the transfer of financial instruments from one fair value level to
another. In such instances, the transfer is reported at the beginning of the reporting period.

Management evaluated the significance of transfer between levels based upon the nature of the
financial instrument and size of the transfer relative to total assets. For the years ended August 31,
2025 and 2024, there were no significant transfers in or out of Levels 1, 2 or 3.

NOTE 5: NEW MARKETS TAX CREDITS

In January 2017, New Markets Support Company approved an allocation of $7.7 million and Capital
One New Market Investments allocated $2 million in New Market Tax Credits (NMTCs) for SER’s
Workforce Opportunity Center. SER closed on the NMTCs funding on July 13, 2017. The purpose of
the NMTCs transactions was to provide funds to SER to finance the acquisition, development and
construction of the Telephone Road facility that will be used as a Workforce Opportunity Center
benefitting persons at least 51% of whom must be members of low-income families. Prior to entering
the NMTCs transactions, SER-Jobs transferred the Telephone Road building and all related
improvements to SER QALICB. These transfers were recorded at carrying amounts on the date of
transfer. Concurrently, SER-Jobs entered into a 75 year lease arrangement with SER QALICB for the
use of Telephone Road facility.
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NOTE 5: NEW MARKETS TAX CREDITS (Continued)

Under the NMTCs arrangement, SER-Jobs received a $4,840,242 loan from Local Initiatives Support
Corporation (LISC). Of these funds, $4,767,638 along with $1,819,862 of reimbursement from SER
QALICB were used to make a loan of $6,587,500 to COCRF Investor 86, LLC (Investment Fund). Using
these proceeds and $3,412,500 of contributions from Capital One, National Association (Investor
Member), the Investment Fund made an equity investment of S8 million and $2 million, respectively,
in New Market Investment 107, LLC, and COCRF SubCDE 56, LLC (collectively “SubCDE’s”). New
Markets Investment 107, LLC, and COCRF SubCDE 56, LLC used these funds to make a loan of
$7,720,000 and $2,000,000, respectively (collectively “QLICI Loans”) to SER QALICB. SER QALICB
utilized these funds to reimburse $1,998,636 to SER-Jobs and paid NMTCs and closing costs of
$304,888.

The QLICI loans were intended to qualify as a “qualified low-income community investment” under
the NMTCs arrangement. To qualify, SER must comply with certain representations, warranties, and
covenants. These include, but are not limited to, a covenant that at least 51% of the benefitting
persons from the Workforce Opportunity Center must be members of low-income families for 7 years
after the Telephone Road building is placed in service. If, as a result of the breach of the agreement
or loan documents by SER, the lender was required to recapture all or any part of the NTMCs
previously claimed by the Lender and SER agreed to pay to the Lender an amount equal to the sum
of the credits recaptured. Additionally, the QLICI lenders had a security interest in the assets of SER
QALICB.

In addition, with regards to the NMTCs, SER had agreed to grant to the Investor Member an option
(put option) to sell its investor interest in the Investment Fund to SER for a price of $1,000, plus other
costs as stated in the agreement. Following 180 days of the expiration of the put option period or the
rejection of put notice by the Investor Member, whichever is earlier, SER had the right to purchase
the Investor Interest in the Investment Fund, subject to certain conditions as defined in the
agreement, for an amount equal to the fair market value of the Investor Interest, as determined by
an independent appraiser.

On July 18, 2024, pursuant to the put option agreement, the Investor Member sold its 100% interest
to SER, effectively forgiving the related long-term loans, net of unamortized closing costs, of
$9,540,455 (at the date of put option) and the note receivable of $6,587,500. The resulting gain of
$2,952,955 from the transaction has been disclosed as nonoperating revenue and support in the
consolidated statements of activities for the year ended August 31, 2024.
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NOTE 6: RECOVERABLE GRANT RECEIVABLE

In June 2024, SER signed a grant and collaboration agreement (the agreement) with another
nonprofit (the borrower). As part of the agreement, SER provided $250,000 in a recoverable grant to
the borrower. Under the agreement, once repayment on the principal is made by the borrower, SER
will be entitled to 50% of the net profits (if any) on the investment made by the borrower from the
funds received from SER. Payments of profits are to be made quarterly, starting March 31, 2025,
pending net income on the investment made by the borrower and repayment of principal. The
agreement continues in perpetuity until terminated by either party pursuant to the terms of the
agreement or by mutual consent.

As payments from the borrower are received, SER will reduce the principal balance until it is fully
repaid. Any additional collections will be recorded as revenue in the period it is collected. Because a
repayment date of principal is not defined in the agreement, SER classifies the recoverable grant
outstanding of $250,000 at August 31, 2024 as long-term in the consolidated statements of financial
position.

The agreement was terminated in January 2025. The borrower made a partial repayment of
$163,446, and the remaining balance of $86,554 was written-off and has been disclosed as loss on
uncollectable recoverable grant receivable in the nonoperating revenue and support in the
consolidated statements of activities for the year ended August 31, 2025.

NOTE 7: PROPERTY AND EQUIPMENT

The components of property and equipment consist of the following at August 31, 2025 and 2024:

Estimated Useful

August 31, Lives (in years) 2025 2024

Building and building improvements 40 $ 16,111,201 16,023,037
Furniture, fixtures and equipment 5-7 2,019,805 1,611,804
Total depreciable property and equipment 18,131,006 17,634,841
Less accumulated depreciation (3,202,342) (2,581,904)
Total depreciable property and equipment, net 14,928,664 15,052,937
Land 723,922 723,922
Construction in progress 1,135,398 427,439
Total property and equipment, net S 16,787,984 S 16,204,298

Depreciation expense was $620,438 and $582,078 for the years ended August 31, 2025 and 2024,
respectively.
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NOTE 8: LEASES
SER has operating leases for office equipment that expire on various dates through fiscal year 2029.

The components of lease expense consist of the following:

For the years ended August 31, 2025 2024
Operating lease cost 5 29,117 S 34,832
Variable lease cost S 2,731 § 4,642

Other information related to leases was as follows:

For the years ended August 31, 2025 2024

Supplemental Cash Flow Information
Cash paid for amounts included in the measurement of
lease liabilities:
Operating cash flows from operating leases S 29,117 S 34,832

Weighted average remaining lease term and discount rates consist of the following:

For the years ended August 31, 2025 2024

Weighted average remaining lease term
Operating leases 3.35 years 1.02 years

Weighted average discount rate
Operating leases 3.93% 3.52%

Future minimum lease payments under non-cancellable leases as of August 31, 2025, were as follows:

For the years ended August 31,

2026 S 18,458
2027 14,112
2028 14,112
2029 7,056
Total future minimum lease payments 53,738
Less imputed interest (3,167)
Present value of lease liabilities S 50,571
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NOTE 8: LEASES (Continued)

Reported as of August 31, 2025 2024

Current maturities of operating lease liabilities S 16,924 S 17,084
Operating lease liabilities, less current portion 33,647 4,314
Total S 50,571 S 21,398

NOTE 9: LONG-TERM DEBT

Long-term debt consisted of the following:

August 31, 2025 2024

Ford Motor Credit Company:
Note payable dated April 19, 2024, with monthly payments of
$1,498, including interest at an annual rate of 10.24%. The loan

matures in May 2029 and is collateralized by the vehicle. 56,409 66,608
Paycheck protection program loan - 56,143
Total long-term debt 56,409 122,751
Less current portion (12,800) (67,703)
Long-term debt, less current portion S 43,609 S 55,048

On March 11, 2020 the World Health Organization classified the global coronavirus (COVID-19)
outbreak as a pandemic. As a result of the CARES Act, the Paycheck Protection Program (PPP) was
established. SER-Jobs successfully applied and received a loan for $929,478 under the Small Business
Administration’s PPP in April 2020. In July 2021, SBA authorized part of SER-Jobs forgiveness request
in the amount of $639,102 for salary paid to administrative employees and recognized revenue upon
forgiveness. The salary of such employees was not funded by any federal grants. Management
adopted the guidance in FASB ASC 405-20-40-1 and recognized revenue for loan forgiveness during
fiscal year 2021. The rest of the loan balance was not able to be used per PPP loan objective as all
other SER-Jobs employees’ salaries were funded from federal grants. On July 28, 2021, SER executed
a loan agreement with its lending financial institution for the repayment of the remainder of the loan.
The loan matured on the fifth anniversary of the original disbursement date of the loan during the
year ended August 31, 2025. The loan accrued interest at the rate of 0.985% per annum.
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NOTE 9: LONG-TERM DEBT (Continued)

Future principal payments under these long-term debt are summarized below:

Years ending August 31,

2026 S 12,800
2027 14,175
2028 15,695
2029 13,739
Total S 56,409

NOTE 10: LINE OF CREDIT

At August 31, 2024, SER-Jobs has a $1,000,050 bank line of credit which matured in June 2025.
Amounts borrowed under this agreement bear interest at the Wall Street Journal’s prime lending
rate plus 1.25% with a floor of 3.5% per annum. In June 2025, the line of credit agreement was
extended at the same terms. The line of credit agreement matures in June 2026. Interest rates were
8.75% and 9.75% at August 31, 2025 and 2024, respectively.

At August 31, 2025 and 2024, SER-Jobs had borrowings on this line of credit of $963,990 and $973,990
respectively. The line of credit facility agreement contains certain reporting covenants and is secured
by Ser-Jobs’ accounts.

NOTE 11: REFUNDABLE ADVANCE - CITY OF HOUSTON

During the year ended August 31, 2024, SER received a commitment from the City of Houston for a
loan amount of $1,343,307 to construct a childcare room at the SERJobs Workforce Training Center,
located at 1960 Tellepsen, Houston, Texas 77023 (the Project). At August 31, 2025 and 2024, SER
received cumulatively $1,040,294 and $191,597, respectively, under the agreement. Additional
funding is expected throughout the life of the Project.

As part of the loan agreement, the Project shall be used solely for the purpose of constructing a
childcare room, which will provide play space to the children while their parents or guardians are
receiving services at the SERJobs Workforce Training Center. Under the terms of the agreement, the
Project must be used throughout the five year restricted use period at the completion of the
construction. Reimbursement on the loan will not be required after the restricted use period ends.
In the event of a default, the outstanding principal balance shall be immediately due and payable,
with interest at a rate equal to the lesser of 8% per annum or the maximum rate of interest permitted
by applicable law. The building construction was formally completed and certificate of occupancy was
received by SER dated September 22, 2025.
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NOTE 11: REFUNDABLE ADVANCE — CITY OF HOUSTON (Continued)

At August 31, 2025 and 2024, SER will delay recognition of the City of Houston loan as contribution
revenue until it is forgiven. As of August 31, 2025 and 2024, the City of Houston loan funds are
recorded as a refundable advance on the consolidated statements of financial position.

NOTE 12: NET ASSETS

A summary of net assets with donor restrictions consists of the following:

August 31, 2025 2024

Time restricted
Federal grants restricted for building usage for 20 years

after placed in service S 6,082,461 S 6,431,872
Contributions restricted for equipment usage for 5 years 355,616 -
Contributions to be received in future years 117,500 356,774

Purpose restricted
Capital campaign 275,798 357,328
Job training 1,423,525 1,048,092
Total net assets with donor restrictions S 8,254,900 S 8,194,066

A summary of the release of donor restrictions consists of the following:

For the years ended August 31, 2025 2024

Time restrictions
Building constructed from federal grant money used in

operation in current year S 350,000 S 350,000
Contributed equipment used in operation in current year 30,885 -
Future period contributions 375,774 75,000

Purpose restrictions
Capital campaign 97,613 84,383
Job training 1,996,821 2,511,358
Total net assets released from donor restrictions $ 2,851,093 S 3,020,741
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NOTE 13: CONTRIBUTIONS OF NON-FINANCIAL ASSETS

All donated space, services and property and equipment were utilized by SER’s program and supporting
services. There were no donor-imposed restrictions associated with the contributed space or services.
Donated property and equipment are restricted in use for a period of five years.

The components of donated space, services and property and equipment contributed to SER consists of
the following for the years ended August 31, 2025 and 2024:

Donated
Donated Donated  Property and
For the year ended August 31, 2025 Space Services Equipment Total
Program services
Employer, education and training services
Adult S 3,239 S - S - S 3,239
Youth - 208,408 - 208,408
Other programs - 19,826 - 19,826
Supporting services
Community Reinvestment - 16,084 386,501 402,585
Fundraising - 2,643 - 2,643
Total contributed space and goods S 3,239 S 246,961 S 386,501 S 636,701
Donated
Donated Donated Property and
For the year ended August 31, 2024 Space Services Equipment Total
Program services
Other programs S 5415 S - S - $ 5415
Total contributed space and goods S 5,415 S - S - S 5,415

Donated space is valued at the fair value of similar properties available in commercial real estate listings.
Donated services are valued at the time the services are provided, based on current market rates for
similar services. Donated property and equipment are valued at their estimated fair value on the date of
donation, based on market data.
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SER-Jobs for Progress of the Texas Gulf Coast, Inc.,
Subsidiary, and Support Organization
Notes to Consolidated Financial Statements

NOTE 14: CONCENTRATIONS

SER maintains cash accounts at various banks, which at times, may exceed the Federal Deposit
Insurance Corporation’s limit. At August 31, 2025 and 2024, SER had no cash balances with financial
institutions in excess of federally insured limits.

SER received 32% and 31% of its support and revenue during 2025 and 2024, respectively, from two
organizations, respectively. A significant decline in contribution revenue and governmental support
could have an adverse impact on SER’s future operating results. At August 31, 2025 and 2024,
amounts due from three and two donors, respectively, accounted for 51% and 44%, respectively, of
SER’s receivables.

For the year ended August 31, 2025, one vendor represented 18% of purchases for the year. No
vendor accounted for 10% or more of purchases in 2024. At August 31, 2025 and 2024, amounts due
to one vendor, respectively, accounted for 14% and 55%, respectively, of SER’s payables.

NOTE 15: CONTINGENCIES
Grant Assistance

SER-Jobs receives significant financial assistance from federal agencies in the form of grants. The
disbursement of funds received under these programs generally requires compliance with terms and
conditions specified in the grant agreement and are subject to audit by the grantor agencies. Any
disallowed claims resulting from such audits would become a liability of SER-Jobs. However, in the
opinion of management, any potential disallowed claims, if any, would not have a material effect on
SER-Jobs’ financial statements.

Litigation

SER may be subject to various claims and legal proceedings arising in the ordinary course of business.
Management believes that any liability resulting from the resolution of these matters will not have a
material adverse effect on the financial condition or results of operations of SER.

NOTE 16: RETIREMENT PLAN

SER-Jobs has a voluntary, defined contribution plan which provides retirement benefits to
participating employees. Originally, employees were eligible to participate upon completion of one
year of continuous service. Effective January 1, 2015, a Safe Harbor election was made that allowed
participants to begin contributing immediately. Participants may make salary deferral contributions
subject to Internal Revenue Service limitations. SER-Jobs contributes up to 5% of the participant’s
salary. SER-Jobs’ contributions to the defined contribution plan totaled $73,061 and $79,793 for the
years ended August 31, 2025 and 2024, respectively.
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SER-Jobs for Progress of the Texas Gulf Coast, Inc.
Schedule of Expenditures of Federal Awards

Assistance Pass-through Expenditures
Federal Grantor/Pass-Through Listing Grantor/Contract to 2025
Grantor/Program Title Number Number Subrecipients Expenditures
U.S. Department of Labor
Direct Funding
Reentry Employment Opportunity 17.270  YF-38597-22-60-A-48 S - § 582,806
YouthBuild 17.274  YB-36468-21-60-A-48 - 26,581
YouthBuild 17.274 23A60YB000057 - 502,896
YouthBuild 17.274 25A60YB000197 - 186,179

Total YouthBuild - 715,656
Registered Apprenticeship 17.285  AP-38643-22-60-A-48 - 1,199,139
Women in Apprenticeship and Nontraditional Occupations ("WANTQ")

Technical Assistance Grant Program 17.701 23760WW000007 - 234,935
Homeless Veterans' Reintegration Program 17.805  HV-38385-22-60-5-48 - 354,502
Homeless Veterans' Reintegration Program 17.805 25560HV000154 - 40,501

Total Homeless Veterans' Reintegration Program 395,003

Passed through Texas Workforce Commission / Houston Galveston Area Council
Workforce Innovation and Opportunity Act Cluster/ WIOA Youth Activities 17.259 206-24 - 138,692
Workforce Innovation and Opportunity Act Cluster/ WIOA Youth Activities 17.259 206-25 - 1,395,384
Total Workforce Innovation and Opportunity Act Cluster/ WIOA Youth Activities - 1,534,076
Passed through City of Houston
Community Project Funding/Congressionally Directed Spending 17.289 4600018569 - 58,076
Total U.S. Department of Labor - 4,719,691
U.S. Department of Housing and Urban Development
Passed through City of Houston
Community Development Block Grants / Entitlement Grants Cluster 14.218 4600017405 - 848,697
Economic Development Initiative, Community Project Funding,
and Miscellaneous Grants 14.251 4600018086 - 296,673
Total U.S. Department of Housing and Urban Development - 1,145,370
U.S. Department of Treasury
Passed through City of Houston
COVID 19 Coronavirus Relief Fund 21.019 4600018086 - 27,809
Total U.S. Department of Treasury - 27,809
Total Expenditures of Federal Awards S - $ 5,892,870
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SER-Jobs for Progress of the Texas Gulf Coast, Inc.
Notes to Schedule of Expenditures of Federal Awards

NOTE 1: BASIS OF PRESENTATION OF SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The accompanying schedule of expenditures of federal awards (the Schedule) presents the federal
fund expenditures of all federal award programs of SER-Jobs for Progress of the Texas Gulf Coast, Inc.
(SER-Jobs) for the year ended August 31, 2025. The information in this Schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Because the Schedule presents only a selected portion of the operations of SER-Jobs, it is
not intended to and does not present the financial position, change in net assets, or cash flows of
SER-Jobs.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles as found in the Uniform Guidance for
federal awards, wherein certain types of expenditures are not allowable or are limited as to
reimbursement.

NOTE 3: RECONCILIATION TO FINANCIAL STATEMENTS

The following reconciles the accompanying schedule of expenditures of Federal awards to
government fees and grants as reported in the consolidated financial statements of SER:

For the year ended August 31, 2025
Total expenditures of federal awards per accompanying schedule $ 5,892,870
Less: Refundable advance - City of Houston (848,697)

Total federal grant revenue - construction and programs
per consolidated statement of activities S 5,044,173

NOTE 4: INDIRECT COST RATE
SER-Jobs has not elected to use the de minimis indirect cost rate allowed under the Uniform Guidance

for the fiscal year ended August 31, 2025. SER-Jobs has a negotiated indirect cost rate with the
Department of Labor.
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SER-Jobs for Progress of the Texas Gulf Coast, Inc.
Notes to Schedule of Expenditures of Federal Awards

NOTE 5: INSURANCE COVERAGE

During the year ended August 31, 2025, SER-Jobs maintained the following types of commercially
acquired insurance:

e Building and business property - $14,376,315 aggregate.
e Umbrella liability - $5,000,000 general aggregate.

e Commercial general liability - $3,000,000 general aggregate.
e Automobile liability - $1,000,000 combined single limit.
e Abusive conduct liability - $1,000,000 aggregate.

e Directors and officer liability - $1,000,000 aggregate.

e Workers’ compensation- $1,000,000 each accident.

e Cyber security liability - $1,000,000 aggregate.

e Accident policy - $500,000 per occurrence.

e Life insurance - $300,000 per occurrence.

e Individual annuities - $250,000 per occurrence.

NOTE 6: LOANS AND LOAN GURANTEES

During the year ended August 31, 2024, SER received a commitment from the City of Houston for a
loan amount of $1,343,307 to construct a childcare room at the SERJobs Workforce Training Center,
located at 1960 Tellepsen, Houston, Texas 77023 (the Project). At August 31, 2025 and 2024, SER
received cumulatively $1,040,294 and $191,597, respectively, under the agreement. Additional
funding is expected throughout the life of the Project.

As part of the loan agreement, the Project shall be used solely for the purpose of constructing a
childcare room, which will provide play space to the children while their parents or guardians are
receiving services at the SERJobs Workforce Training Center. Under the terms of the agreement, the
Project must be used throughout the five year restricted use period at the completion of the
construction. Reimbursement on the loan will not be required after the restricted use period ends.
In the event of a default, the outstanding principal balance shall be immediately due and payable,
with interest at a rate equal to the lesser of 8% per annum or the maximum rate of interest permitted
by applicable law. The building construction was formally completed and certificate of occupancy was
received by SER dated September 22, 2025.

At August 31, 2025 and 2024, SER will delay recognition of the City of Houston loan as contribution
revenue until it is forgiven. As of August 31, 2025 and 2024, the City of Houston loan funds are
recorded as a refundable advance on the consolidated statements of financial position.

NOTE 7: NONCASH ASSISTANCE

SER-Jobs did not receive any federal noncash assistance for the fiscal year ended August 31, 2025.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF CONSOLIDATED FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
SER-Jobs for Progress of the Texas Gulf Coast, Inc.
Houston, Texas

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the consolidated financial
statements of SER-Jobs for Progress of the Texas Gulf Coast, Inc., Subsidiary, and Support
Organization (collectively, “SER”), which comprise the consolidated statement of financial position as
of August 31, 2025, and the related consolidated statements of activities, functional expenses, and
cash flows for the year then ended, and the related notes to the consolidated financial statements,
and have issued our report thereon dated February 12, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered SER’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the
consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of SER’s internal control. Accordingly, we do not express an opinion on the
effectiveness of SER’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of the internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses or significant deficiencies may exist that were not identified.



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether SER’s consolidated financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the consolidated financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
SER’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering SER's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

|
&n,%'%», f Ungaan, L.L.C.
Houston, Texas
February 12, 2026
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
SER-Jobs for Progress of the Texas Gulf Coast, Inc.
Houston, Texas

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited SER-Jobs for Progress of the Texas Gulf Coast, Inc. (SER-Jobs) compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have a
direct and material effect on SER-Jobs’ major federal program for the year ended August 31, 2025.
SER-Jobs’ major federal programs are identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs.

In our opinion, SER-Jobs complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal program
for the year ended August 31, 2025.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our
responsibilities under those standards and the Uniform Guidance are further described in the
Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of SER-Jobs and to meet our other ethical responsibilities, in
accordance with 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 opinion on
compliance for each major federal program. Our audit does not provide a legal determination of SER-
Jobs’ compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules, and provisions of contracts or grant agreements
applicable to SER-Jobs’ federal programs.



Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on SER-Jobs’ compliance based on our audit. 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, Government Auditing Standards, and the
Uniform Guidance will always detect material noncompliance when it exists. The risk of not detecting
material noncompliance resulting from fraud is higher than for that resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Noncompliance with the compliance requirements referred to above is considered material
if there is a substantial likelihood that, individually or in the aggregate, it would influence the
judgment made by a reasonable user of the report on compliance about SER-Jobs’ compliance with
the requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government
Auditing Standards, and the Uniform Guidance, we:

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

e |dentify and assess the risks of material noncompliance, 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 SER-Jobs’ compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of SER-Jobs’ internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but not
for the purpose of expressing an opinion on the effectiveness of SER-Jobs’ internal control
over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.

Report on Internal Control over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance and therefore, material weaknesses or significant
deficiencies may exist that were not identified. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses. However, as discussed below, we did
identify a deficiency in internal control over compliance that we consider to be a significant
deficiency.
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A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance. We consider the deficiency
in internal control over compliance described in the accompanying schedule of findings and
guestioned costs as item 2025-001 to be a significant deficiency.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

Government Auditing Standards requires the auditor to perform limited procedures on SER-Jobs’
response to the internal control over compliance finding identified in our audit described in the
accompanying schedule of findings and questioned costs. SER-Jobs’ response was not subjected to
the other auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

|
&/m,%%y £ Ungam, L.L.C.
Houston, Texas
February 12, 2026
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SER-Jobs for Progress of the Texas Gulf Coast, Inc.
Schedule of Findings and Questioned Costs
For the year ended August 31, 2025

SECTION I: SUMMARY OF AUDITOR’S RESULTS
2025 Consolidated Financial Statements
Type of auditor’s report issued: Unmodified
Internal control over financial reporting:
o Material weakness(es) identified? No
e Significant deficiencies identified not considered to be material weaknesses? None noted
Noncompliance material to financial statements noted? No
2025 Federal Awards

Internal control over major programs:

e Material weakness(es) identified? No
e Significant deficiencies identified not considered to be material weaknesses? Yes
Type of auditor’s report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be reported in accordance with
the Uniform Guidance? No

Identification of major programs:
Assistance Listing Number Name of Federal Program

14.218 Community Development Block Grants /
Entitlement Grants Cluster

17.259 Workplace Innovation and Opportunity
Act Cluster / WIOA Youth Activities

Dollar threshold used to distinguish between
Type A and type B programs: $750,000

Auditee qualified as low-risk auditee? No
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SER-Jobs for Progress of the Texas Gulf Coast, Inc.
Schedule of Findings and Questioned Costs
For the year ended August 31, 2025

SECTION II: FINANCIAL STATEMENT FINDINGS

None reported for the year ended August 31, 2025.

SECTION IlI: FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2025-001 Compliance and Internal Controls over Reporting (Significant Deficiency)

Assistance Listing Number 17.259 — Workplace Innovation and Opportunity Act Cluster / WIOA Youth
Activities

2024-2025 Funding

U.S. Department of Labor

Passed through Texas Workforce Commission / Houston Galveston Area Council

Contract No. 206-25

FAIN# 23A55AY000040

Criteria: Under 2 CFR Section 200.303(a), the recipient and subrecipient must establish, document,
and maintain effective internal control over the Federal award that provides reasonable assurance
that the recipient or subrecipient is managing the Federal award in compliance with Federal statutes,
regulations, and the terms and conditions of the Federal award. Additionally, per the Subrecipient
Contract Scope of Work 13.1, a monthly report to the Board and H-GAC contract liaison is due by the
10th of each month. Monthly reports are required to be submitted to the grantor to properly track
grant progress, which allows the grantor to determine if further action is needed to fulfill the purpose
of the grant.

Condition: Monthly reports for October 2024, December 2024 and May 2025 were not submitted
timely. SER-Jobs’ established controls over the reporting process did not work effectively to detect

and/or correct non-compliance over the reporting process.

Cause: Monthly reports were submitted late due to delays in accounting period close, which delayed
the submission process to include the financial information in the required reports.

Effect: Failure to submit the required reports as stipulated in the scope of work by the grantor may
constitute a breach of contract and potential loss of funding.

Questioned Costs: None.

Perspective: 3 out of the 4 reports selected for our testing were not submitted timely.
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SER-Jobs for Progress of the Texas Gulf Coast, Inc.
Schedule of Findings and Questioned Costs
For the year ended August 31, 2025

SECTION Ill: FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued)

2025-001 Compliance and Internal Controls over Reporting (Significant Deficiency)

Repeat Finding: No

Recommendation: Ser-Jobs should establish procedures to ensure that controls related to reporting
are consistently implemented which should include prompt completion of the accounting period

close to allow for timely submissions.

Views of Responsible Officials: We concur with the recommendation, please see Corrective Action
Plan.

SECTION IV: SCHEDULE OF PRIOR YEAR FINDINGS

None reported for the year ended August 31, 2024.

-38 -



February 12, 2026

SER-Jobs for Progress of the Texas Gulf Coast, Inc. submits the following corrective action plan
for the year ended August 31, 2025.

Carr, Riggs & Ingram, LLC
Two Riverway, 15th Floor
Houston, TX 77056

Audit Period: Fiscal Year September 1, 2024 - August 31, 2025

The finding from the schedule of findings and questioned costs dated February 12", 2026
is discussed below.

2025-001 Compliance and Internal Cantrols over Reporting (Significant Deficiency)

Assistance Listing Number 17.259 — Workplace Innovation and Opportunity Act Cluster / WIOA
Youth Activities
2024-2025 Funding

U.S. Department of Labor
Passed through Texas Workforce Commission / Houston Galveston Area Council

Contract No. 206-25

Recommendation: Ser-Jobs should establish procedures to ensure that controls related to
reporting are consistently implemented which should include prompt completion of the
accounting period close to allow for timely submissions.

Corrective Action: An unnecessary step in the process was removed. Previously, program staff
waited for funder confirmation approwing the billing report before attaching a screenshot and
submitting the executive summary. The process has been updated, so screenshots are
submitted without waiting for funder approval. In addition, the accounting department will
shift its closing date 1 day prior to the funder’s executive summary reporting deadline.

Responsible Parties: Chief Program Officer & Chief Financial Officer
Date to be Corrected: 03/31/2026

If the U.S. Department of Labor has any questions regarding this plan, please contact Liliana
Rambo, CEO, 713.773.6000 x 117.

Hiana 1
Chief Executive Officer
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