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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
The Ocean Foundation

Opinion

We have audited the accompanying financial statements of The Ocean Foundation (a nonprofit
organization), which comprise the statement of financial position as of June 30, 2024, and the related
statements of activities, functional expenses, and cash flows for the year then ended, and the related
notes to the financial statements.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of The Ocean Foundation as of June 30, 2024, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America 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 Auditors' Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of The Ocean Foundation and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audit. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Prior Period Adjustment

As discussed in Note 13 to the financial statements, management of the Foundation identified
classification errors during the year ended June 30, 2024, including the misclassification of certain net
assets previously reported as board-designated and the presentation of certain investments that were
determined to represent direct ownership of underlying land assets. Accordingly, an adjustment has
been made to the opening balances of net assets as of July 1, 2023, to correct these errors. Our opinion
is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

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

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



Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors' report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards 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 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 and Government
Auditing Standards, we:

o 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.

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

o 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.

o Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about The Ocean Foundation’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 audit was conducted for the purpose of forming an opinion on the 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 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 financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the 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 financial
statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated November 18,
2025, on our consideration of The Ocean Foundation's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and
other matters. The purpose of that report is 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 The Ocean Foundation'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 The Ocean Foundation's internal control over financial reporting and compliance.

A?mo] [ 1/7

Walnut Creek, California
November 18, 2025



THE OCEAN FOUNDATION
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2024

ASSETS

Current assets:
Cash and cash equivalents
Investments
Grants receivable
Employee receivables
Fees receivable, net
Other receivables, net
Prepaid expenses

Total current assets

Property and equipment:
Undeveloped land
Furniture and equipment
Less: accumulated depreciation

Total property and equipment, net

Other assets:
Benefit in split-interest agreement
Right of use asset
Intangible assets, net
Security deposit

Total other assets

Total assets

See notes to the financial statements
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$ 564,213
1,464,139
4,959,890

7,285
159,999
9,686

76,002

7,241,214

13,015,000
115,946

(101,056)
13,029,890

1,082,252
1,421,339
15,688

11,161

2,530,440
$__22801,544



THE OCEAN FOUNDATION
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2024

LIABILITIES AND NET ASSETS

Current liabilities:
Line of credit
Accounts payable and accrued expenses
Tenant security deposit
Deferred revenue
Operating lease liability (current portion)
Refundable advance
Charitable gift annuity (current portion)

Total current liabilities

Long-term liabilities:
Operating lease liability (net of current)
Charitable gift annuity (net of current)

Total long-term liabilities
Total liabilities

Net assets:
Without donor restrictions
With donor restrictions - purpose restrictions

Total net assets

Total liabilities and net assets

See notes to the financial statements
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$ 443,952
862,714

3,100

214,657
173,111
890,224

620

2,588,378

1,335,798
675

1,336.473
3,924,851

10,413,147
8,463,546

18,876,693
$__22801,544



THE OCEAN FOUNDATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2024

Revenue and other support:
Grants and contributions
Non-cash contributions
In-Kind contributions
Program and service revenue
Rental income
Investment income - net realized and
unrealized gain)
Investment income - other
Other income
Net assets released from restrictions

Total revenue and other support

Expenses:
Program

Supporting activities:
Management and general
Fundraising

Total supporting expenses
Total expenses
Change in net assets
Net assets at beginning of year (Restated)

Net assets at end of year

See notes to the financial statements

Without Donor  With Donor

Restrictions Restrictions Total
$ 2,875,261 $ 13,447,436 $ 16,322,697
- 1,082,252 1,082,252
118,718 - 118,718
963,800 - 963,800
21,702 - 21,702
111,359 - 111,359
27,668 - 27,668
313,946 - 313,946

11,851,558 (11,851,558) -
16,284.012 2,678,130 18,962.142
16,624,702 - 16,624,702
1,838,988 - 1,838,988
429,248 - 429,248
2,268,236 - 2,268,236
18,892,938 - 18,892,938
(2,608,926) 2,678,130 69,204
13,022,073 5,785,416 18,807,489
$ 10,413,147 $ 8,463,546 $ 18,876,693
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THE OCEAN FOUNDATION

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2024

Grants awarded

Salaries and wages

Payroll taxes

Employee benefits

Travel and carbon offsets
Conferences and meetings

Project and field expenses
Promotional merchandise
Scientific and technical consultants
Research and advocacy fees
Communications and design fees
Web hosting, design and maint
Program management and research
Legal fees

Accounting and bookkeeping svcs
Insurance

Office expenses, supplies, equip
Occupancy

Telephone and internet

Printing and duplicating

Postage and delivery

Dues, books and subscriptions
Bank and donation processing fees
Depreciation and amortization
Public awareness/media campaigns
Licenses, taxes and fees

Other operating expenses

Total functional expenses

Supporting Activities

See notes to the financial statements
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Program Management

services and general Fundraising Total
$ 4242241 $ - $ - $ 4,242,241
2,952,300 948,383 281,842 4,182,525
225,924 77,022 22,036 324,982
409,387 153,862 35,089 598,338
1,263,659 37,368 54,721 1,355,748
189,476 7,060 9,620 206,156
1,136,132 330 42 1,136,504
15,662 2,479 - 18,141
15,834 179,697 790 196,321
2,000 - - 2,000
538,099 3,740 2,274 544,113
47,067 31,053 - 78,120
4,794,610 44,189 - 4,838,799
321,482 16,405 - 337,887
- 17,200 - 17,200
30,512 27,520 - 58,032
31,443 39,388 212 71,043
81,888 128,349 8,894 219,131
20,493 21,764 - 42,257
16,985 885 571 18,441
86,664 1,962 574 89,200
16,803 2,083 8,498 27,384
37,221 22,081 4,085 63,387
29,915 5,963 - 35,878
52,736 49,535 - 102,271
66,169 3,311 - 69,480
- 17,359 - 17,359
$_16,624,702 $ 1838988 $_ 429248 $18,892,938



THE OCEAN FOUNDATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2024

Cash flows from operating activities

Change in net assets $ 69,204
Adjustments to reconcile net income to net cash used in operating
activities
Net realized & unrealized gain on investments (123,850)
Depreciation and amortization 35,878
Amortization of right of use lease assets 173,915
Split interest agreement (1,082,252)
(Increase) Decrease in assets:
Increase in Grants receivable (1,755,836)
Decrease in Employee receivables (2,773)
Decrease in Fees receivables, net 120,243
Other receivables 67,885
Prepaid expenses 6,250
Increase (Decrease) in liabilities:
Increase in accounts payable and accrued expenses 31,586
Increase in deferred revenue (151,866)
Increase in refundable advances 890,224
Decrease in operating lease liabilities (164,350)
Decrease in charitable gift annuity (620)
Total adjustments (1.955.,566)
Net cash provided by operating activities (1,886,362)
Cash flows from investing activities
Proceeds from the sales of investments 595,001
Purchases of investments (355,772)
Purchases of property and equipment (29,973)
Net cash provided by investing activities 209,256
Cash flows from financing activities
Issuance of line of credit 971,755
Payments on line of credit, net (527,803)
Net cash provided by financing activities 443,952
Net decrease in cash (1,233,154)
Cash and cash equivalents, beginning 1,797,367
Cash and cash equivalents, ending $___ 564,213
SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING ACTIVITY
Split interest agreement $_ 1,082,252
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest paid $ 17,989

See notes to the financial statements

-8-



THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 1
Nature of Organization

Organization:

The Ocean Foundation is a nonprofit organization, incorporated in California in 2001 and is exempt from
income taxes under Section 501(c)(3) of the Internal Revenue Code. The Foundation is a publicly
supported organization under Section 509(a)(1) of the Internal Revenue Code and Subsection
170(b)(A)(vi). The Foundation’s mission is to support ocean conservation and restoration efforts. The
Foundation carries out its activities by providing fiscal sponsorship, grantmaking, donor-advised fund
management, and capacity-building services to organizations and projects focused on ocean-related
environmental initiatives. The Foundation conducts its work in the United States and internationally
through partnerships with governmental agencies, research institutions, and nonprofit organizations.

Note 2
Summary of Significant Accounting Policies

Basis of Accounting:

The financial statements of the Foundation have been prepared on the accrual basis of accounting in
conformity with accounting principles generally accepted in the United States of America for not-for-profit
organizations.

New Accounting Pronouncements:

In June 2016, the Financial Accounting Standards Board (FASB) issued ASU No. 2016-13, Financial
Instruments - Credit Losses (Topic 326), or CECL, which prescribes an impairment model for most
financial instruments based on expected losses rather than incurred losses. Under this model, an
estimate of expected credit losses over the contractual life of the instrument is to be recorded as of the
end of a reporting period as an allowance to offset the amortized cost basis, resulting in a net
presentation of the amount expected to be collected on the financial instrument. For most instruments,
entities must apply the standard using a cumulative-effect adjustment to beginning net assets as of the
beginning of the fiscal year of adoption.

The Foundation adopted the CECL standard effective July 1, 2023, using the required modified
retrospective approach. The adoption did not have an impact on the financial statements.



THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 2
Summary of Significant Accounting Policies (Continued)

Financial Statement Presentation:

Net assets, revenues, gains, and losses are classified based on the existence or absence of donor-
imposed restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

o Net Assets Without Donor Restrictions: Net assets that are not subject to donor-imposed restrictions
and may be expended for any purpose in performing the primary objectives of the Foundation. These
net assets may be used at the discretion of the Foundation's management and the Board of
Directors.

o Net Assets With Donor Restrictions: Net assets subject to stipulations imposed by donors and
grantors. Some donor-imposed restrictions may be temporary in nature, such as those that will be
met by the passage of time or other events specified by the donor. Other donor-imposed restrictions
may be perpetual in nature, where the donor stipulates that resources be maintained in perpetuity.

Use of Estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America (U.S. GAAP) 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 revenue and expenses
during the reporting period. Changes in estimates are recorded in the period in which they become
known. Actual results could differ from these estimates.

Cash and Cash Equivalents:

The Foundation considers all highly liquid financial instruments purchased with an original maturity of
three months or less to be cash equivalents.

Concentration of Credit Risk Arising from Cash Deposits in Excess of Insured Limits:

The Foundation maintains cash balances at two commercial banks, these balances can exceed the
FDIC insured deposit limit of $250,000 per financial institution. At June 30, 2024, the Foundation's cash
balances held at the commercial banks exceeded the FDIC limit by $249,737. The Foundation has not
experienced any losses through the date when the financial statements were available to be issued.

Measure of Operations:

Operating activities reflect all transaction increasing or decreasing net assets except those items
associated with long-term investment such as contributions for endowment and facilities and equipment,
changes in value of charitable remainder trusts and investment returns in excess of amounts designated
for current operations.

-10-



THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 2
Summary of Significant Accounting Policies (Continued)

Revenue Recognition:

Exchange Transactions

In accordance with FASB Topic 606, Revenue from Contracts with Customers, or ASC 606, the
Organization recognizes revenue from exchange transactions when a customer obtains control of
promised goods or services, in an amount that reflects the consideration the Organization expects to
receive in exchange for those goods or services. To determine revenue recognition, the Organization
performs the following five steps:

Identification of the contract, or contracts, with a customer (Step 1)

Identification of the performance obligation(s) in the contract (Step 2)

Determination of the transaction price (Step 3)

Allocation of the transaction price to the performance obligation(s) in the contract (Step 4)
Recognition of revenue when or as the Organization satisfies the performance obligations (Step 5)

Administrative Fees: The Foundation earns program service revenue by charging administrative fees
to grants and other funding sources that support its programmatic activities. These fees are intended to
recover a portion of the indirect costs associated with managing and supporting the programs.
Administrative fee revenue is recognized either over time as support services are provided throughout
the grant period or at the point in time when specified administrative milestones are met, based on the
terms of each funding agreement. Amounts billed or allocated in advance of the related services being
performed are recorded as deferred revenue until earned.

Fees for Services: The Foundation earns fee-for-service revenue from contracts with governmental
agencies, educational institutions, nonprofits, and other organizations to provide environmental
education and outreach programs; marine and coastal monitoring, scientific research, and field support
services; consulting and advisory services; and program and partnership coordination. Revenue
generally consists of fixed-fee arrangements with reimbursable project expenses billed in accordance
with contract terms. The Foundation typically satisfies a single performance obligation for each contract.
Revenue is recognized over time as services are provided and customers receive the related benefits.
Amounts billed in advance of services being performed are recorded as deferred revenue and
recognized as earned.

Contract assets and liabilities are as follows at June 30:

2024 2023 2022
Fees receivable, net $ 159,999 $ 280,242 $ 47.900
Total contract assets $ 159,999 $ 280,242 $ 47,900
Deferred revenue $ 214657 $ 366,523 $ 62,979
Total contract liabilities $ 214,657 $ 366,523 $ 62,979
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THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 2
Summary of Significant Accounting Policies (Continued)

Contributions and Other Revenue Not Subject to ASC 606

Grants and Contributions: The Foundation recognizes contributions as restricted support if they are
received with donor-imposed restrictions that limit the use of the donated assets. When a donor-
imposed restriction is met or the passage of time expires, restricted net assets are reclassified to net
assets without donor restrictions and presented in the accompanying statement of activities - as net
assets released from restrictions.

Conditional promises to give - that is, those with a measurable performance or other barrier and a right
of return - are not recognized until the conditions on which they depend have been met. Accordingly,
amounts received but not yet recognized as revenue are classified as refundable advances in the
statement of financial position. As of June 30, 2024, this amount is $890,224.

A portion of Foundation's revenue is derived from government contracts which are conditioned upon
certain performance requirements and/or the incurrence of allowable qualifying expenses, with limited
discretion over spending decisions and right of return of any unused funds. Amounts received are
recognized as revenue when the Foundation has incurred expenditures in compliance with specific grant
provisions.

Fundraising Events: The Foundation earns revenue from fundraising events. Revenue is recognized at
the point in time when the event occurs and the related performance obligations are satisfied. Amounts
received in advance of an event are recorded as deferred revenue until earned.

Rental Income: The Foundation earns rental income under agreements that permit third parties to use
its facilities or other property. Rental income is recognized over time in the period it is earned in
accordance with the terms of each agreement. Amounts collected in advance are recorded as deferred
revenue until the related rental period occurs.

Accounts, Fees, and Other Receivables:

The face amount of accounts receivable is reduced by an allowance for credit losses, if needed. The
allowance for credit losses estimates the allowance for lifetime expected credit losses. Estimates of
expected credit losses are based on historical collection experience and other factors, including current
market factors, and forecasted economic conditions. The Foundation has elected to apply the practical
expedient in accordance with ASU No. 2025-05, Financial Instruments—Credit Losses (Topic 326):
Measurement of Credit Losses for Accounts Receivable and Contract Assets for Private Companies and
Certain Not-for-Profit Entities and assumes that the current conditions as of the balance sheet date do
not change over the remaining life of the asset. The Foundation has also elected the accounting policy
option to consider post-balance sheet date cash collections when evaluating the allowance. The
standard allows the Foundation to select a post—balance sheet date and the Foundation has elected to
use November 17, 2025 for this purpose.

There was no allowance for accounts receivable considered necessary by management for the year
ended June 30, 2024.

-12-



THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 2
Summary of Significant Accounting Policies (Continued)

Grants Receivable:

Grants and unconditional promises to give that are expected to be collected within one year are
recorded at net realizable value. These receivables expected to be collected in future years are initially
recorded at fair value using present value techniques incorporating risk-adjusted discount rates
designed to reflect the assumptions market participants would use in pricing the asset. In subsequent
years, amortization of the discounts is included in contribution revenue in the statement of activities and
changes in net assets. The allowance for grants receivable is determined based on historical
experience, an assessment of economic conditions, and a review of subsequent collections. Grants
receivable are written off when deemed uncollectible.

There was no allowance for grants receivable considered necessary by management for the year ended
June 30, 2024.

Donated Goods and 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 the Foundation.

Additionally, volunteers may donate a significant amount of time to the Foundation's program services.
The fair value of these donated services are not recognized in the statement of activities since they do
not meet the criteria for recognition under generally accepted accounting principles. No amounts have
been reflected in the statement of activities for donated volunteer services because they do not meet the
criteria for revenue recognition.

Investments:

Investments are recorded at cost, if purchased, or at fair value on the date of donation, if donated.
Investments, primarily consisting of equity securities, are stated at fair value. Investments in equity
securities with readily determinable values are valued based on quoted market prices in active markets
in which the securities are traded. Gains and losses, both realized and unrealized, resulting from
increases or decreases in the fair value of investments are reflected in the statement of activities as
increases or decreases in net assets without donor restrictions unless the use was restricted by explicit
donor stipulations or by law.

13-



THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 2
Summary of Significant Accounting Policies (Continued)

Fair Value of Financial Instruments:

The Foundation applies FASB Accounting Standards Codification (ASC) 820, Fair Value Measurements
(ASC 820), which establishes a framework for measuring fair value and expands disclosure
requirements about fair value measurements. ASC 820 defines fair value as the exchange price that
would be received for 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. ASC 820 requires that valuation techniques maximize the use of observable
inputs and minimize the use of unobservable inputs. ASC 820 also establishes a fair value hierarchy,
which prioritizes the valuation inputs into three broad levels.

The three general valuation techniques that may be used to measure fair value are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities inactive markets that the Foundation has the ability to access.
Level 2 Inputs to the valuation methodology include:
o Quoted market prices for similar assets or liability in active markets;
. Quoted prices for identical or similar assets or liabilities in inactive markets;
° Inputs other than quoted prices that are observable for the asset or liability; and
° Inputs that are derived principally from or corroborated by observable market data

by correlation or other means.

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 following are descriptions of the valuation methods and assumptions used by the Foundation to
estimate the fair values of certain financial instruments. There have been no changes to the
methodologies used at June 30, 2024:

Cash and Cash Equivalents: Fair values of money market funds are estimated to approximate deposit
account balances, payable on demand, as no discounts for credit quality or liquidity were determined to
be applicable (Level 1 inputs).

Equity Securities and Mutual funds: Consist of funds which are primarily invested in equity securities.
The fair value of the securities, which are readily marketable, is determined by obtaining quoted prices
on nationally recognized securities exchanges (Level 1 inputs).

-14-



THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 2
Summary of Significant Accounting Policies (Continued)

Property and Equipment:

Property, plant and equipment are stated at original cost or estimated fair value when acquired as part of
a business acquisition. The Foundation capitalizes individual assets with cost of $2,500 or greater.
Expenditures for maintenance and repairs are expensed currently, while renewals and betterments that
materially extend the life of an asset are capitalized. The cost of assets sold, retired, or otherwise
disposed of, and the related allowance for depreciation are eliminated from the accounts, and any
resulting gain or loss is recognized. Depreciation of property, plant and equipment is provided using a
straight-line method over the estimated useful lives of the assets, which are as follows.

Equipment and software 3 years
Leases:

The Foundation recognizes and measures its leases in accordance with ASC 842 Leases. The
Foundation determines if an arrangement is a lease, or contains a lease, at inception of a contract and
when the terms of an existing contract are changed. The Foundation recognizes a lease liability and a
right of use (ROU) asset at the commencement date of each lease. The lease liability is initially and
subsequently recognized based on the present value of the contract’s future lease payments.

Variable payments are included in the future lease payments when those variable payments depend on
an index or a rate. The discount rate is the implicit rate, if it is readily determinable, or the Foundation's
incremental borrowing rate, or a risk-free rate determined using a period comparable with that of the
lease term. The implicit rate is not readily determinable and the Foundation elects to use its incremental
borrowing rate.

The Foundation has elected to not recognize ROU assets and lease liabilities for short-term leases that
have a lease term of 12 months or less at lease commencement and do not include an option to
purchase the underlying asset that the Foundation is reasonably certain to exercise. The Foundation
recognizes lease costs associated with its short-term leases on a straight-line basis over the lease term.
When contracts contain lease and non-lease components, the Foundation accounts for both
components as a single lease component.

Impairment of Long-Lived Assets:

Long-lived assets and intangible assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be fully recoverable. Recoverability
of assets to be held and used is measured by a comparison of the carrying amount of the assets to their
fair value, which is normally determined through analysis of the future net cash flows expected to be
generated by the assets. If such assets are considered to be impaired, the impairment to be recognized
is measured by the amount that the carrying amount of the assets exceeds the fair value of the assets.
No impairment loss has been recognized during the year ended June 30, 2024.
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THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 2
Summary of Significant Accounting Policies (Continued)

Functional Expense Allocation:

The Foundation allocates its expenses on a functional basis between program services and supporting
services. Expenses that can be specifically identified with either the program or a supporting service are
charged directly. Common expenses (such as salaries and wages, rent and utilities, insurance, and
other overhead) are allocated based on time and effort using the Foundation’s payroll allocations. Other
expenses (such as professional services and other direct costs) are allocated in accordance with the
specific services received from vendors.

Foreign Currency Transaction:

Assets and liabilities denominated in foreign currencies are translated into U.S. dollars, the reporting
currency, at exchange rates in effect on reporting dates, and revenue and expenses are translated at
rates which approximate those in effect on transaction dates. Net transaction and translation gains and
losses are included as foreign currency exchange gain or loss in the accompanying statement of
activities.

Split-Interest Agreement:

The Foundation recognizes its interest in split-interest agreements, such as charitable remainder trusts
or retained life estates, at fair value on the date of contribution in accordance with ASC 958-605. The
Foundation records a beneficial interest in such agreements and recognizes contribution revenue when
the agreement is established. Donor-retained interests, if any, are recorded as liabilities unless
determined to be immaterial.

Tax Exempt Status:

The Foundation is is exempt from income taxes under Internal Revenue Code 501(c)(3) and applicable
DC statutes. No provision for income taxes is required at June 30, 2024, as the Foundation had no net
unrelated business income.

The Foundation follows FASB ASC 740-10, Income Taxes, the authoritative guidance relating to
accounting for uncertainty in income taxes. These provisions provide consistent guidance for the
accounting for uncertainty in income taxes recognized in an entity’s financial statements and prescribe a
threshold of “more likely than not” for recognition and derecognition of tax positions taken or expected to
be taken in a tax return. The Foundation performed an evaluation of uncertain tax positions for the year
ended June 30, 2024, and determined that there were no matters that would require recognition in the
financial statements or which may have any effect on its tax-exempt status. As of June 30, 2024, the
statute of limitations for tax years through 2021 remains open with federal and state authorities.

Reclassifications:

Certain reclassifications have been made to the prior year financial statements in order to make prior
year amounts comparable to those of the current year. Such reclassifications had no effect on previously
reported net assets or changes in net assets.
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THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 3
Liquidity and Availability of Resources

The following reflects the Foundation's financial assets as of the statement of financial position date,
reduced by amounts not available for general use because of contractual or donor-imposed restrictions
within one year of the statement of financial position date. Amounts not available include amounts set
aside for as a board designated fund comprise the following as of June 30, 2024:

Financial assets available for general expenditure within one year:

Cash and cash equivalents $ 564,213
Investments 1,464,139
Grants receivable 4,959,890
Employee receivables 7,285
Fees receivable 159,999
Other receivables 9,686
Total financial assets 7,165,212
Less: donor-restricted (8.463,546)

Total financial assets available for general expenditure
within one year $_(1,298,334)

The Foundation monitors its liquidity so that it is able to meet its operating needs and other contractual
commitments. In addition to financial assets available for general expenditure within one year, the
Foundation operates with a balanced budget and anticipates collecting sufficient revenue to cover
general expenditures. Because the donor restrictions require resources to be used in a particular
manner or in future periods, the Foundation maintains sufficient resources to meet the responsibility to
its donors. Thus, financial assets as they relate to donor restrictions may not be available for general
expenditure within one year.

Note 4
Investments

Investments consisted of the following as of June 30, 2024:

Assets at Fair Value as of June 30, 2024

Total Fair
Level 1 Level 2 Level 3 Value
Investments:
Cash and cash equivalents $ 90,857 $ - $ - $ 90,857
Mutual funds 1,373,282 - - 1,373,282
Total assets at fair value $ 1464139 § - $ - $_ 1464139

There were no significant transfers between the levels during the year. The Foundation's policy is to
recognize transfers in and out of the levels at the end of the fiscal year; interim changes in the
availability of fair value inputs are not recognized.
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THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 5
Property and Equipment

The following is a summary of property and equipment at cost at June 30, 2024:

Undeveloped land $ 13,015,000
Furniture and equipment 115,946
Less: accumulated depreciation (101,056)

Property and equipment, net $_13.029,890

Depreciation expense for the year ended June 30, 2024, totaled $35,878.

Note 6
Accounts Payable and Accrued Liabilities

Accounts payable and accrued liabilities consist of the following as of June 30, 2024:

Trade payables $ 632,355
Grants payable 217,119
Payroll liabilities 6,774
Other accrued expenses 6,466
Total accounts payable and accrued liabilities $___862,714

Note 7

Line of Credit

The Foundation received a $500,000 bank line of credit on August 29, 2017. The security for this line of
credit includes all equipment, receivables and investments and the annual interest rate is prime rate of
the bank plus 1%. As of June 30, 2024, the interest rate was 9.50% and the outstanding balance on the
line of credit was $443,952. The line of credit is on a revolving basis and currently matures in 2026.

Note 8
Net Assets With Donor Restrictions

The Ocean Foundation recognizes support from net assets with donor restrictions when the restrictions

imposed by the donors have been satisfied or expired.
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THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 8
Net Assets With Donor Restrictions (Continued)

Net assets with donor restrictions consisted of the following as of June 30, 2024

Beginning Contributions Released from
Balance and Income Restrictions Ending Balance
Purpose restricted:

Building marine community
capacity $ 684,053 $ 1,829,897 $ (1,622,980) $ 890,970
Expanding ocean literacy 1,074,843 4,951,711 (3,469,157) 2,557,397
Protecting marine habitats 1,701,419 5,747,959 (4,717,163) 2,732,215
Protecting species of concern 2,325,101 2,000,121 (2,042,258) 2,282,964

$ 5785416 $__ 14529688 $__ (11,851,558) $ 8,463,546

Note 9
Split-Interest Agreement

During the fiscal year, the Foundation received a non-cash contribution of real estate known as Casa
Christie. The terms of the donation agreement include provisions that meet the criteria of a split-interest
agreement under ASC 958-605. Accordingly, the Foundation has recognized a beneficial interest in the
donated property, consisting of land and a building, and was recorded at its fair market value of MXN
18,416,554.19 (USD equivalent: $1,082,252), as a non-cash contribution in the statement of activities.

The donor retains certain rights to the property, and the Foundation's interest is limited to the residual
value upon the occurrence of specified events. As such, the asset has been recorded as a beneficial
interest in a split-interest agreement and is not included in fixed assets.

The agreement initially granted a retained interest to Norman and Linda, who held a minor ownership
stake. In July 2024, Norman and Linda formally relinquished their interest in the property. Due to the
immaterial nature of their retained interest, no liability was recorded at the time of the original
contribution. Following the relinquishment, the Foundation obtained full ownership of the property and is
intending to sell the asset.

Note 10
In-Kind Contributions

Contributed services are recognized as in-kind revenues at their estimated fair value if they create or
enhance nonfinancial assets or they require specialized skills that would need to be purchased if they
were not donated. The Foundation receives contributed legal services that are reported using current
rates for similar legal services. The Foundation received donated legal services during the year. The
value of these services totaled $118,718 for the year ended June 30, 2024. The income and related
expense of these donated services are recognized on these financial statements respectively under in-
kind contributions and legal fees.
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THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 10
In-Kind Contributions (Continued)

The Foundation also receives a significant amount of donated services from unpaid volunteers who
assist in fundraising and special projects. No amounts have been recognized in the statement of
activities for these fundraising and special projects services because the criteria for recognition have not
been satisfied.

Note 11
Lease Commitments

The Foundation has obligations as a lessee for an office space. All the leases are classified as operating
leases. Payments due under the lease contracts include mainly fixed payments. ASC 842 does not
require a lessee to recognize assets and liabilities for short-term leases (i.e. leases of 12 months). For
the year ended June 30, 2024, the Foundation has no short-term lease expense.

The components of the lease for the year ending June 30, 2024, are as follows:

Amount
Operating lease cost $ 255,138
Cash paid for amounts included in the measurement of
lease liabilities - operating lease $ 247,169
Weighted-average remaining lease term - operating lease 6.34 years
Weighted-average discount rate - operating lease 5.25 %

Maturities of the lease liability under the noncancelable operating leases as of June 30, 2024, are as
follows:

Total Lease
Year Ending June 30, Payment
2025 $ 247,169
2026 254,584
2027 262,222
2028 270,088
2029 278,191
Thereafter 481,838
Total undiscounted lease payments 1,794,092
Less: imputed interest (285.,183)
Total lease liability $_ 1,508,909
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THE OCEAN FOUNDATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024

Note 12
Retirement Plan

The Foundation offers eligible employees the option of investing in a tax-deferred 401(k) retirement plan.
Employee elective deferrals are allowed after one year of service. The Foundation will contribute, at its
sole discretion, an amount determined from year to year on a pro rata basis. The employer contributions
vest over a five-year period. Retirement plan expenses for the year ended June 30, 2024, totaled
$244,248.

Note 13
Prior Period Adjustment

During the current fiscal year, the Foundation identified classification errors within the financial
statements. Upon review, management determined that certain net assets previously reported as Board-
designated had been incorrectly classified due to a misunderstanding of the criteria for Board
designation under applicable accounting standards. These amounts have been reclassified to
appropriately reflect their nature and, where applicable, reported as net assets with donor restrictions to
accurately present restrictions imposed by external parties.

July 1, 2023
July 1, 2023 Adjustment (Restatement)
Net assets:
Without donor restrictions $ 16,014,132 $ (2,992,059) $ 13,022,073
With donor restrictions 2,793,357 2,992,059 5,785,416
Net assets, end of year $___18.807,489 $ - $__ 18,807,489
Note 14

Subsequent Events

Management considered all events through November 18, 2025, the date the financial statements were
available for release, in preparing the financial statements and the related disclosures. The Organization
is not aware of any other significant events that occurred subsequent to June 30, 2024, but prior to the
issuance of this report, that would have a material impact on the financial statements.
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THE OCEAN FOUNDATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2024

Federal Pass-through Total
Assistance Entity Identifying Federal
Federal Grantor/Pass-through
Grantor/Program or Cluster Title Listing Number Number Expenditures
Federal Awards
Department of Agriculture
Pass through from National Fish and Wildlife Foundation
Cooperative Forestry Assistance 10.664 1301.20.067616 839
Total Department of Agriculture 839
Department of Commerce
Research and Development Cluster
Congressionally Identified Awards and Projects 11.469 282,531
Ocean Acidification Program 11.017 491
Unallied Science Program 11.472 29,024
Total Research and Development Cluster 312,046
Broad Agency Announcement 11.015 12,152
Oceanic Acidification Program 11.017 375,205
Marine Debris Program 11.999 34,758
Climate & Atmospheric Research 11.431 61,096
Unallied Management Projects 11.454 5,931
Habitat Conservation 11.463 111,948
Unallied Science Program 11.472 353,912
Pass through from National Sanctuary Foundation
Unallied Management Projects 11.454 5300-24-01-101/ 22-08-G-452 40,595
Pass through from National Fish and Wildlife Foundation
National Oceanic and Atmospheric Administration
11.473 0318.23.076205 481,871
Total Department of Commerce 1,789,514

See notes to the Schedule of Expenditures of Federal Awards
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THE OCEAN FOUNDATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2024

Federal Pass-through Total
Assistance Entity Identifying Federal
Federal Grantor/Pass-through Listing Number Number Expenditures
Grantor/Program or Cluster Title
Department of Interior:
Marine Turtle Conservation Fund 15.645 27,253
National Wildlife Refuge System Enhancements 15.654 48,486
Endangered Species Recovery Implementation 15.657 66,546
Fish & Wildlife Coordination and Assistance 15.664 5,000
Economic, Social and Political Developments of the Territories 15.875 33,600
Pass through from National Fish and Wildlife Foundation
National Wildlife Refuge System Enhancements 15.654 1301.20-067616 839
National Wildlife Refuge System Enhancements 15.655 1301.20-067616 839
NFWF-USFWS Conservation Partnership 15.663 0310.23.078333 52,153
Total Pass through from National Fish and Wildlife 53,831
Foundation
Total Department of Interior 234,716
United States Department of States
Environmental and Scientific Partnership and Programs 19.017 595,691
Public Diplomacy Programs 19.040 39,302
Pass through from International Union for Conservation
of Nature and Natural Resources
Environmental and Scientific Partnership and Programs 19.017 SAQMIP23CA0133 266,694
Total United States Department of States 901,687
Environmental Protection Agency
National Wetland Program Development Grants and Five-Star
Restoration Training Grant 66.462 1301.20-067616 839
Total Environmental Protection Agency 839
Total Expenditures of Federal Awards $ 2,927,595

See notes to the Schedule of Expenditures of Federal Awards
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THE OCEAN FOUNDATION
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2024

Note 1: Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal
award activity of The Ocean Foundation under programs of the federal government for the year ended
June 30, 2024. The information in this Schedule is presented in accordance with the requirements of
Title 2 U.S. Code of Federal Regulations (CFR) 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 The Ocean Foundation, it is not intended to and
does not present the financial position, changes in net assets, or cash flows of The Ocean Foundation.

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 contained in the Uniform Guidance, wherein
certain types of expenditures are not allowable or are limited as to reimbursement.

Note 3: Indirect Cost Rate

The Ocean Foundation has elected to use the 10-percent de minims indirect cost rate allowed under the
Uniform Guidance.
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THE OCEAN FOUNDATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2024

Section I-Summary of Auditors' Results

Financial Statements

Report on the Financial Statements and on the Supplementary Schedule of Federal Awards:

Opinion on audited financial statements: Unmodified
Going concern issue No

Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statement Performed in Accordance with Government Auditing Standards:

Instances of fraud, non-compliance, or abuse of law, regulations, contracts or grants
that have a material effect on the financial statements No

Significant deficiencies or material weaknesses indicator Yes
Federal Awards

Report on Compliance and Internal Control over Compliance Applicable to Each Major Federal Program;
Report on Internal Control Over Compliance; and Report on Schedule of Expenditures of Federal Awards
Required by Uniform Guidance:

Opinion on compliance with laws, regulations, and contracts applicable to each major

program Unmodified
Significant deficiencies or material weaknesses in internal controls over compliance
indicator Yes

Schedule of Findings and Questioned Costs

Any audit findings disclosed that are required to be reported in accordance with section

200.516(a) of OMB Uniform Guidance Yes
Dollar threshold used to distinguish between type A and type B programs $750,000
Low-risk auditee indicator No

Identification of Major Programs

Federal Assistance Listing

Grantor/Program or Cluster Title Number
Department of Commerce - National Oceanic and Atmospheric
Administration 11.473
Department of State - Environmental and Scientific Partnership and
Programs 19.017
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THE OCEAN FOUNDATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2024

Section Il - Findings - Financial Statements Audit

Finding 2024-001 - Financial Statement Classifications and Account Review Procedures

Condition: During the audit, it was noted that a material prior-period adjustment was required to correct a
classification error in the Foundation’s financial statements. Specifically, net assets previously reported
as Board-designated were determined not to be subject to donor restrictions. This error resulted in a
misstatement in the presentation of net asset classifications in the prior-year financial statements.

Criteria: Under FASB ASC 958-205, nonprofit entities must classify net assets as either with donor
restrictions or without donor restrictions based on the presence or absence of donor-imposed conditions.
Effective internal controls require that management regularly review account classifications and
supporting documentation to ensure compliance with GAAP and consistency in financial reporting.

Effect: The absence of timely review and reconciliation of financial statement classifications increases
the risk that material misstatements may occur and not be detected or corrected on a timely basis. As a
result, the prior-year financial statements required restatement to properly reflect the nature of net asset
classifications.

Cause: The classification errors resulted from a lack of formal review procedures over financial
statement accounts and limited documentation supporting management’s evaluation of classification and
disclosure requirements under GAAP. The absence of structured year-end review contributed to the
misclassification.

Recommendation: We recommend that management strengthen its financial review and closing
procedures by:

1. Establishing a formal process for evaluating account classifications and supporting documentation at
year-end.

2. Conducting periodic reviews of significant accounts, such as net assets, to confirm proper
classification.

3. Documenting management’s review and approval of classifications.

4. Providing periodic training for accounting personnel on relevant GAAP requirements, particularly
those related to nonprofit financial reporting.

Management's response and corrective action plan (unaudited): See corrective action plan.
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THE OCEAN FOUNDATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2024

Section lll - Findings and Questioned Costs - Major Federal Award Programs Audit

Finding 2024-002: Reportable finding considered a material weakness - Cash Management
Program Name: Environmental and Scientific Partnerships and Programs

Assistance Listing: 19.017

Federal Awarding Agency: US Department of State

Federal Award Number: SAQMIP22CA0082

Pass-through Entity: N/A - Direct Award

Pass-through Entity Award Number: N/A

Criteria: Federal regulations under 2 CFR §200.305 require recipients of Federal awards to maintain
written procedures that minimize the time between the receipt and disbursement of Federal funds, to
deposit advance payments in interest-bearing accounts when applicable, and to remit interest earned in
excess of $500 annually to the Federal government. Entities are also required to have adequate internal
controls to ensure that drawdown and reimbursement requests are properly reviewed, approved, and
supported by allowable expenditures.

Condition: Two instances were identified in which advance funds were not disbursed within a reasonable
period after receipt. In both cases, the funds were not maintained in an interest-bearing account.
Additionally, reimbursement requests lacked secondary approval and were not supported by detailed
underlying expenditures at the time of submission.

Cause: The Foundation had not established formal written procedures for managing Federal cash
advances. The absence of defined processes and review controls contributed to delays in disbursement,
lack of supporting documentation, and noncompliance with the interest-bearing account requirements.

Effect: The absence of formal written procedures and consistent oversight increases the risk that
Federal cash-management requirements may not be fully met. Without clear guidance and monitoring,
the organization may be unable to demonstrate that advances are disbursed timely, maintained
appropriately, and supported by sufficient documentation. This condition reflects a deficiency in internal
control over compliance rather than a material impact on the financial statements or program
expenditures.

Repeat Finding: This is not a repeat finding.

Questioned Costs: $592.97, representing the estimated interest that should have been remitted to the
Federal agency.
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THE OCEAN FOUNDATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2024

Section lll - Findings and Questioned Costs - Major Federal Award Programs Audit (Continued)

Perspective: While the transactions noted represent a limited portion of total Federal expenditures
tested, the frequency and nature of the exceptions indicate that the issue is systemic rather than
isolated. Although the related dollar amounts are not significant in the context of overall Federal program
expenditures, the underlying control weaknesses increase the risk of future noncompliance if not
addressed.

Recommendation: - It is recommended that the Foundation:

5.
6.

7.
8.

9.

Develop and implement written cash-management procedures that comply with Federal regulations.
Ensure that advance funds are disbursed timely and only as needed to meet immediate program
cash requirements.

Maintain advance funds in interest-bearing accounts unless an exemption applies.

Establish a formal review and approval process for drawdown and reimbursement requests,
supported by detailed documentation.

Remit any interest earned in excess of $500 annually to the appropriate Federal payment system.

Management's response and corrective action plan (unaudited): See corrective action plan.
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THE OCEAN FOUNDATION
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2024

There were no findings from the prior audit report.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
The Ocean Foundation

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 financial statements of The Ocean
Foundation, which comprise the statement of financial position as of June 30, 2024, and the related
statements of activities, functional expenses, and cash flows for the year then ended, and the related
notes to the financial statements, and have issued our report thereon dated November 18, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the The Ocean
Foundation'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
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the The
Ocean Foundation's internal control. Accordingly, we do not express an opinion on the effectiveness of
the The Ocean Foundation'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 and therefore, material weaknesses or significant deficiencies
may exist that were not identified. We identified certain deficiencies in internal control, described in the
accompanying schedule of findings and questioned costs as item 2024-001 that we consider to be a
material weakness.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the The Ocean Foundation's 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 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.



The Ocean Foundation's Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the The Ocean
Foundation's response to the findings identified in our audit and described in the accompanying
schedule of findings and questioned costs. The Ocean Foundation's response was not subjected to the
other auditing procedures applied in the audit of the financial statements and, accordingly, we express
no opinion on the response.

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 the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

A?mo] [ 1/7

Walnut Creek, California
November 18, 2025
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
The Ocean Foundation

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited The Ocean Foundation's compliance with the types of compliance requirements
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material
effect on each of The Ocean Foundation's major federal programs for the year ended June 30, 2024.
The Ocean Foundation's major federal programs are identified in the summary of auditors' results
section of the accompanying schedule of findings and questioned costs.

In our opinion, The Ocean Foundation complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2024.

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 Auditors’ Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of The Ocean Foundation 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 The
Ocean Foundation's 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 The
Ocean Foundation's federal programs.



Auditors' 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 The Ocean Foundation's 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 The Ocean Foundation's 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:

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

¢ Identify 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 The Ocean Foundation's compliance with the compliance
requirements referred to above and performing such other procedures as we considered necessary
in the circumstances.

¢ Obtain an understanding of The Ocean Foundation's 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 The Ocean Foundation's 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.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance which are required to be
reported in accordance with the Uniform Guidance and which are described in the accompanying
schedule of findings and questioned costs as item 2024-002. Our opinion on each major federal
program is not modified with respect to these matters.

Government Auditing Standards requires the auditor to perform limited procedures on The Ocean
Foundation's response to the noncompliance findings identified in our compliance audit described in the
accompanying schedule of findings and questioned costs. The Ocean Foundation's response was not
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.
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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. However, as discussed below, we did identify certain
deficiencies in internal control over compliance that we consider to be material weaknesses.

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 deficiencies in internal
control over compliance described in the accompanying schedule of findings and questioned costs as
item 2024-002 to be a material weakness.

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 The Ocean
Foundation’s response to the internal control over compliance findings identified in our compliance audit
described in the accompanying schedule of findings and questioned costs. The Ocean Foundation’s
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.

A?VI'D, [ {////

Walnut Creek, California
November 18, 2025
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THE OCEAN FOUNDATION

Corrective Action Plan —Section II: Financial Statement Classifications

Condition:

Material prior-period adjustments were required to correct classification errors in the
Foundation’s financial statements. Net assets previously reported as Board-designated were
determined not to be subject to donor restrictions.

Cause:

This issue arose from a misunderstanding of prior financial management practices in recording
amounts as Board-designated. The previous audit firm did not test whether these amounts were
truly Board-designated, which contributed to the misclassification.

Effect:
Misclassification of net assets increased the risk of inaccurate financial reporting and required
restatement of prior-year financial statements.

Corrective Action:

Implement strict guidelines for recording revenue beginning in FY26, aligned with FASB ASC 958
requirements.

e Retroactively apply these guidelines to FY25 to ensure consistency and accuracy.

e Establish a formal review process for account classifications at year-end, including
documented management approval.

e Provide periodic training for accounting personnel on nonprofit financial reporting
standards.

Timeline:
e Guidelines implemented: FY26
e Retroactive application: Completed for FY25
e Ongoing review and training: Annually

Person Responsible: Jennifer Stahl, Finance Lead

The Ocean Foundation + 1320 19th Street NW, Suite 401, Washington, DC 20036

oceanfdn.org + (202) 887-8996 * info@oceanfdn.org



THE OCEAN FOUNDATION

Corrective Action Plan — Section Ill: Cash Management

Condition:
Two instances were identified where advance funds were not disbursed within a reasonable

period after receipt, and reimbursement requests lacked secondary approval and supporting
documentation.

Cause:

This particular award was an exception because the funder requested that The Ocean Foundation
draw the remaining balance of funds as the project was closing. Additionally, disbursement of
large grant amounts was delayed due to a temporary reduction in staff.

Effect:
Delays in disbursement and lack of documentation increased the risk of noncompliance with
Federal cash-management requirements.

Corrective Action:
e Implement a strict process for drawing funds beginning in FY26, including:
o Written cash-management procedures compliant with 2 CFR §200.305.
o Maintaining detailed reporting to support amounts drawn.
o Timely program and project notifications for all drawdowns.
e Establish a formal review and approval process for reimbursement requests.
e Ensure advance funds are maintained in interest-bearing accounts when applicable.
Timeline:
e Written procedures and process implementation: FY26
e Staff training and monitoring: Ongoing

Person Responsible: Jennifer Stahl, Finance Lead

The Ocean Foundation + 1320 19th Street NW, Suite 401, Washington, DC 20036

oceanfdn.org + (202) 887-8996 * info@oceanfdn.org
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