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Independent Auditor's Report

To the Board of Directors
Child and Family Agency of Southeastern Connecticut, Inc.

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Child and Family Agency of Southeastern Connecticut,
Inc., which comprise the statements of financial position as of June 30, 2025 and 2024, and the related
statements of activities, functional expenses, and cash flows for the years then ended, and the related
notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Child and Family Agency of Southeastern Connecticut, Inc. as of June 30, 2025
and 2024, and the changes in its net assets and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America ("GAAS") 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 Child and Family Agency of
Southeastern Connecticut, Inc., and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about Child and Family Agency of
Southeastern Connecticut, Inc.'s ability to continue as a going concern for one year after the date that
the financial statements are available to be issued.
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS 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 financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e 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 Child and Family Agency of Southeastern Connecticut, Inc.'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.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Child and Family Agency of Southeastern Connecticut, Inc.'s
ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 21,
2026 on our consideration of Child and Family Agency of Southeastern Connecticut, Inc.'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 Child and Family Agency of
Southeastern Connecticut, Inc.'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 Child and Family Agency of Southeastern Connecticut, Inc.'s internal control over financial
reporting and compliance.

Hartford, Connecticut
January 21, 2026



Child and Family Agency of Southeastern Connecticut, Inc.

Statements of Financial Position

Cash and cash equivalents

United Way receivable

Accounts receivable, net

Grants and contracts receivable
Prepaid expenses and other assets
Investments

Right-of-use assets - operating
Right-of-use asset - finance
Property and equipment, net

Total assets

Liabilities
Accounts payable
Accrued personnel costs
Refundable advance - grants
Line of credit
Operating lease liabilities
Finance lease liabilities

Total liabilities

Commitments and contingencies

Net assets
Without donor restrictions
With donor restrictions
Total net assets

Total liabilities and net assets

See Notes to Financial Statements.

June 30, 2025 and 2024

Assets

2025 2024
$ 563,029 $ 861,707
203,859 206,646
63,228 191,104
464,997 944 178
138,380 188,141
4,743,531 4,827,934
164,223 235,810
11,354 15,750
3,843,500 3,671,802
$ 10,196,101 $ 11,143,072

Liabilities and Net Assets

$ 441,301 $ 146,076
1,193,336 1,426,399
1,356,973 755,852
800,000 275,000
189,036 254,196
11,837 16,138
3,992,483 2,873,661
4,833,468 7,026,338
1,370,150 1,243,073
6,203,618 8,269,411
$ 10,196,101 $ 11,143,072




Child and Family Agency of Southeastern Connecticut, Inc.

Public support and revenue

Statement of Activities
Year Ended June 30, 2025 (With Comparative Totals for 2024)

Patient service revenue (net of contractual allowances) $ 3,953,550 $

Gowvernment grants

Contributed nonfinancial assets
United Way

Foundations and contributions
Special events

Interest and dividends, net
Workshops and contracts

Net realized gain on investments
Net unrealized gain on investments

(Loss) gain on disposal of property and equipment

Miscellaneous
Total

Net assets released from restrictions
Total public support and revenue

Functional expenses

Counseling

School based health centers

Childhood senvices

Community education

Total program senices

Management and general
Fundraising

Total support senices
Total functional expenses
Change in net assets
Net assets, beginning

Net assets, end

See Notes to Financial Statements.

Total without Total with donor 2025 2024
donor restrictions restrictions Total Total

- $ 3,953,550 $ 4,192,066
14,665,216 - 14,665,216 15,529,056
151,633 - 151,633 166,219
- 213,234 213,234 207,027
154,923 97,500 252,423 273,235
166,639 - 166,639 103,295
80,543 34,710 115,253 117,822
206,161 - 206,161 258,108
102,657 32,066 134,723 196,471
188,722 126,940 315,662 81,703
(3,603) - (3,603) 17,420
156,697 - 156,697 17,724
19,823,138 504,450 20,327,588 21,160,146

377,373 (377,373) - -
20,200,511 127,077 20,327,588 21,160,146
10,984,617 - 10,984,617 10,307,376
5,231,448 - 5,231,448 5,427,769
2,019,185 - 2,019,185 1,760,193
12,583 - 12,583 16,024
18,247,833 - 18,247,833 17,511,362
3,765,269 - 3,765,269 3,966,440
380,279 - 380,279 353,409
4,145,548 - 4,145,548 4,319,849
22,393,381 - 22,393,381 21,831,211
(2,192,870) 127,077 (2,065,793) (671,065)
7,026,338 1,243,073 8,269,411 8,940,476
$ 4,833,468 $ 1,370,150 $ 6,203,618 $ 8,269,411




Child and Family Agency of Southeastern Connecticut, Inc.

Statement of Activities
Year Ended June 30, 2024

Total without Total with
donor restrictions  donor restrictions Total
Public support and revenue
Patient senice revenue (net of contractual allowances) $ 4,192,066 $ - $ 4,192,066
Gowvernment grants 15,529,056 - 15,529,056
Contributed nonfinancial assets 166,219 - 166,219
United Way - 207,027 207,027
Foundations and contributions 223,235 50,000 273,235
Special events 103,295 - 103,295
Interest and dividends, net 94,114 23,708 117,822
Workshops and contracts 258,108 - 258,108
Net realized gain on investments 156,432 40,039 196,471
Net unrealized gain on investments 66,581 15,122 81,703
Gain on disposal of property and equipment 17,420 - 17,420
Miscellaneous 17,724 - 17,724
Total 20,824,250 335,896 21,160,146
Net assets released from restrictions 425,275 (425,275) -
Total public support and revenue 21,249,525 (89,379) 21,160,146
Functional expenses
Counseling 10,307,376 - 10,307,376
School based health centers 5,427,769 - 5,427,769
Childhood senices 1,760,193 - 1,760,193
Community education 16,024 - 16,024
Total program senices 17,511,362 - 17,511,362
Management and general 3,966,440 - 3,966,440
Fundraising 353,409 - 353,409
Total support services 4,319,849 - 4,319,849
Total functional expenses 21,831,211 - 21,831,211
Change in net assets (581,686) (89,379) (671,065)
Net assets, beginning 7,608,024 1,332,452 8,940,476
Net assets, end $ 7,026,338 $ 1,243,073 $ 8,269,411

See Notes to Financial Statements.



Child and Family Agency of Southeastern Connecticut, Inc.

Statement of Functional Expenses
Year Ended June 30, 2025 (With Comparative Totals for 2024)

Program senices Support senices 2025 2024
School based Childhood Community Management
Counseling health centers senices education and general Fundraising Total Total

Salaries $ 6,975,392 $ 3,544,634 $ 1,268,538 $ 9,838 $ 2,256,961 $ 121,945 $ 14,177,308 $ 14,341,623
Payroll taxes 534,527 283,481 92,868 716 175,648 25,687 1,112,927 1,085,538
Employee benefits 1,011,903 398,183 145,802 64 368,675 8,608 1,933,235 1,914,083

Total salaries and related expenses 8,521,822 4,226,298 1,507,208 10,618 2,801,284 156,240 17,223,470 17,341,244
Subcontracts 1,378,589 411,740 164,891 - 239,616 72,937 2,267,773 2,067,448
Conferences, meetings and training 960 - - - 439 - 1,399 50,981
Occupancy 357,249 33,362 142,746 1,417 89,782 2 624,558 648,167
Professional fees 570 - - - 180,308 - 180,878 108,032
Supplies 66,329 294,213 91,533 192 51,420 1,229 504,916 497,104
Travel - staff and client 196,623 8,661 2,994 - 6,520 - 214,798 163,767
Telephone 69,031 17,007 19,569 133 32,099 984 138,823 153,712
Insurance 5,167 - 4,067 - 127,300 255 136,789 139,072
Public relations and printing 126,482 112,293 2,381 5 3,872 34,341 279,374 18,840
Postage 2,224 217 943 12 1,212 1,731 6,339 5,523
Organization dues 3,049 4,636 3,628 - 11,177 75 22,565 31,718
Direct senice costs 918 28 17,379 - 1,044 - 19,369 18,843
Other expenses 94,703 51,901 36,187 84 143,343 5,484 331,702 209,361
Personnel advertising 54,006 20,183 6,010 - 39,212 - 119,411 74,332
Special events expenses - - - - - 103,300 103,300 90,665

Total expenses before depreciation

and amortization 10,877,722 5,180,539 1,999,536 12,461 3,728,628 376,578 22,175,464 21,618,809
Depreciation and amortization 106,895 50,909 19,649 122 36,641 3,701 217,917 212,402

Total functional expenses $ 10,984,617 $ 5,231,448 $ 2,019,185 $ 12,583 $ 3,765,269 $ 380,279 $ 22,393,381 $ 21,831,211

See Notes to Financial Statements.



Child and Family Agency of Southeastern Connecticut, Inc.

Statement of Functional Expenses
Year Ended June 30, 2024

Program senices Support senices 2024
School based Childhood Community Management
Counseling health centers senices education and general Fundraising Total

Salaries $ 6,753,284 $ 3,765,191 $ 1,140,294 $ 14,064 $ 2,483,939 $ 184,851 $ 14,341,623
Payroll taxes 508,397 273,351 102,353 1,024 184,192 16,221 1,085,538
Employee benefits 900,093 454,789 122,108 780 411,682 24,631 1,914,083

Total salaries and related expenses 8,161,774 4,493,331 1,364,755 15,868 3,079,813 225,703 17,341,244
Subcontracts 1,277,005 456,249 76,493 - 242,229 15,472 2,067,448
Conferences, meetings and training 29,936 9,593 2,988 - 7,905 559 50,981
Occupancy 305,258 35,810 158,607 - 148,075 417 648,167
Professional fees - 990 - - 106,772 270 108,032
Supplies 81,975 296,153 52,972 - 61,174 4,830 497,104
Travel - staff and client 150,598 6,911 2,034 - 3,863 361 163,767
Telephone 75,778 15,158 19,409 - 42,252 1,115 153,712
Insurance 5,765 - 6,909 - 125,301 1,097 139,072
Public relations and printing 3,349 6,869 2,189 - 973 5,460 18,840
Postage 1,370 1,109 605 - 2,206 233 5,523
Organization dues 6,298 7,487 2,080 - 15,703 150 31,718
Direct seniice costs 937 297 15,984 - 1,598 27 18,843
Other expenses 71,020 28,573 22,765 - 84,284 2,719 209,361
Personnel advertising 36,030 16,431 15,278 - 5,700 893 74,332
Special events expenses - - - - - 90,665 90,665

Total expenses before depreciation

and amortization 10,207,093 5,374,961 1,743,068 15,868 3,927,848 349,971 21,618,809
Depreciation and amortization 100,283 52,808 17,125 156 38,592 3,438 212,402

Total functional expenses $ 10,307,376 $ 5,427,769 $ 1,760,193 $ 16,024 $ 3,966,440 $ 353,409 $ 21,831,211

See Notes to Financial Statements.



Child and Family Agency of Southeastern Connecticut, Inc.

Statements of Cash Flows

Years Ended June 30, 2025 and 2024

Cash flows from operating activities
Change in net assets $
Adjustments to reconcile change in net assets to net
cash used in operating activities

Depreciation and amortization
Loss (gain) on disposal of property and equipment
Net realized and unrealized gains on investments
Right-of-use asset amortization - operating
Right-of-use asset amortization - finance
Changes in operating assets and liabilities

United Way receivable

Accounts receivable

Grants and contracts receivable

Prepaid expenses and other assets

Accounts payable

Accrued personnel costs

Refundable advance - grants

Lease liabilities - operating

Net cash used in operating activities

Cash flows from investing activities
Proceeds from sales of property and equipment
Purchases of property and equipment
Proceeds from sales of investments
Purchases of investments

Net cash provided by investing activities

Cash flows from financing activities
Lease liabilities - finance
Proceeds from short-term borrowings

Net cash provided by financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning

Cash and cash equivalents, end $

Noncash transactions
Property and equipment purchased with accounts payable  $

2025 2024
(2,065,793) $ (671,065)
217,917 212,402
3,603 (17,420)
(450,385) (278,174)
71,587 63,008
4,395 4,395
2,787 (2,721)
127,876 (55,723)
479,181 (268,127)
49,761 92,437
293,998 (70,275)
(233,063) 345,603
601,121 (436,591)
(65,160) (45,381)
(962,175) (1,127,632)

- 150,653
(391,991) (383,169)
2,967,918 3,909,856
(2,433,130) (3,197,108)
142,797 480,232
(4,300) (4,151)
525,000 275,000
520,700 270,849
(298,678) (376,551)
861,707 1,238,258
563,029 $ 861,707
23,407 $ 22,180

See Notes to Financial Statements.
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Child and Family Agency of Southeastern Connecticut, Inc.

Notes to Financial Statements
June 30, 2025 and 2024

Note 1 - Organization and summary of significant accounting policies

Purpose

The purpose of the Child and Family Agency of Southeastern Connecticut, Inc. (the "Agency") is to
provide mental health, medical, and supportive services in accessible ways to meet the evolving
needs of its communities. The goals and objectives of the Agency are to assure community health
and well-being through innovative leadership and sustainable partnerships.

Basis of presentation

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America. The
Agency reports information regarding its financial position and activities according to two classes of
net assets: with and without donor restrictions. They are described as follows:

Without donor restrictions - Net assets that are not subject to explicit donor-imposed
stipulations. Net assets without donor restrictions may be designated for specific purposes by
action of the Board of Directors.

With donor restrictions - Net assets whose use by the Agency is subject to either explicit donor-
imposed stipulations or by the operation of law that can be fulfilled by actions of the Agency or
that expire by the passage of time or net assets subject to explicit donor-imposed stipulations
that they be maintained in perpetuity by the Agency and stipulate the use of income and/or
appreciation as either without donor restrictions or with donor restrictions for purpose and time
based on donor-imposed stipulations or by operation of law.

Income taxes
The Agency is exempt from federal income taxes under the provisions of Internal Revenue Code
Section 501(c)(3) and, therefore, has no provision for federal or state income taxes.

Management has analyzed the tax positions taken by the Agency and has concluded that, as of
June 30, 2025 and 2024, there are no uncertain tax positions taken or expected to be taken that
would require recognition of a liability (or asset) or disclosure in the financial statements. The
Agency's federal information returns prior to fiscal year 2022 are closed and management
continually evaluates expiring statutes of limitations, audits, proposed settlements, changes in tax
law and new authoritative rulings. If the Agency had unrelated business income taxes, it would
recognize interest and penalties associated with any tax matters as part of the income tax provision
and include accrued interest and penalties with the related tax liability in the statements of financial
position.

Cash equivalents
The Agency considers all highly-liquid investments with an original maturity of three months or less
when purchased to be cash equivalents.

Investments

The Agency carries investments at their fair values in the statements of financial position. Realized
and unrealized gains and losses and investment income are included in the change in net assets in
the accompanying statements of activities as net assets without donor restrictions unless restricted
by donor stipulation or by operation of law.
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Child and Family Agency of Southeastern Connecticut, Inc.

Notes to Financial Statements
June 30, 2025 and 2024

The investment policy establishes an achievable return objective through professional management
and sufficient portfolio diversification to reduce volatility and to help assure a reasonable
consistency of return over time. The current long-term return objective is to maintain the purchasing
power of the current assets. As such, these funds can assume a time horizon that extends well
beyond a normal market cycle. To satisfy its long-term rate-of-return objectives, the Agency relies
on a total return strategy in which investment returns are achieved through both capital appreciation
(realized and unrealized) and current yield (interest and dividends). The Agency targets a
diversified asset allocation by setting a target of 30% in fixed income and a target of 70% in equity-
based securities to achieve its long-term return objectives within prudent risk parameters.

Property and equipment

Property and equipment are carried at cost or, if donated, at the approximate fair value at the date
of donation. The Agency capitalizes all expenditures for property and equipment in excess of
$5,000. Depreciation is computed over the estimated useful lives of the assets using the straight-
line method. Leasehold improvements are amortized over the shorter of the lease term or estimated
useful life. The estimated useful lives are as follows:

Buildings and building improvements 5 -39 years
Leasehold improvements 3 - 33 years
Furniture and equipment 3-10 years
Vehicles 5 years

Repairs and maintenance of property and equipment are charged to expenses as incurred. The
Agency reviews its long-lived assets for impairment using an undiscounted cash flow method
whenever events or circumstances indicate the carrying value of an asset may not be recoverable.
The Agency does not believe that any material impairment currently exists related to its long-lived
assets.

Construction in progress is recorded at cost. The Agency capitalizes construction, insurance, and
other costs during the period of construction. Depreciation and amortization are recorded when
construction is substantially complete, and the assets are placed in service.

Contributions

Transactions where the resource providers often receive value indirectly by providing a societal
benefit, although the societal benefit is not considered to be of commensurate value, are deemed to
be contributions. Contributions are classified as either conditional or unconditional. A conditional
contribution is a transaction where the Agency has to overcome a barrier or hurdle to be entitled to
the resource and the resource provider is released from the obligation to fund or has the right of
return of any advanced funding if the Agency fails to overcome the barrier. The Agency recognizes
the contribution revenue upon overcoming the barrier or hurdle. Any funding received prior to
overcoming the barrier is recognized as a refundable advance.

Unconditional contributions are recognized as revenue and receivable when the commitment to
contribute is received.

Unconditional contributions are recorded as either with donor restrictions or without donor
restrictions. Contributions are recognized as contributions with donor restrictions if they are
received with donor stipulations that limit the use of the donated asset. Contributions received with
no donor stipulations are recorded as contributions without donor restrictions. When a donor
restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
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Child and Family Agency of Southeastern Connecticut, Inc.

Notes to Financial Statements
June 30, 2025 and 2024

accomplished, net assets with donor restrictions are reclassified as net assets without donor
restrictions and are reported in the statements of activities as net assets released from restriction.
Donor-restricted contributions whose conditions and restrictions expire during the same fiscal year
are recognized as contributions without donor restrictions.

Government grants and contract services

Revenue from grants and contracts with resource providers such as the government and its
agencies, other organizations and private foundations are accounted for either as exchange
transactions or as contributions. When the resource provider receives commensurate value in
return for the resources transferred to the Agency, the revenue from the grant or contract is
accounted for as an exchange transaction. For purposes of determining whether a transfer of asset
is a contribution or an exchange, the Agency deems that the resource provider is not synonymous
with the general public, i.e., indirect benefit received by the public as a result of the assets
transferred is not deemed equivalent to commensurate value received by the resource provider.
Moreover, the execution of a resource provider's mission or the positive sentiment from acting as a
donor is not deemed to constitute commensurate value received by a resource provider. Revenue
from grants and contracts that are accounted for as exchange transactions is recognized when
performance obligations have been satisfied. Grants and contracts awarded for the acquisition of
long-lived assets are reported as nonoperating revenue, in the absence of donor stipulations to the
contrary, during the fiscal year in which the assets are acquired. Cash received in excess of
revenue recognized is recorded as deferred revenue.

When the resource provider does not receive commensurate value, the transaction is accounted for
as a contribution.

Grants receivables are evidenced by contracts with a variety of federal and state government
agencies and, based on historical experience, management believes these receivables represent
negligible credit risk. Accordingly, management has not established an allowance for credit losses.

Patient service revenue

Patient service revenue is reported at the amount that reflects the consideration to which the
Agency expects to be entitled in exchange for providing patient care. These amounts are due from
patients, third-party payors (including health insurers and government programs), and others and
include variable consideration for retroactive revenue adjustments due to settlement of audits,
reviews, and investigations. Generally, the Agency bills the patients and third-party payors several
days after the services are performed. Revenue is recognized as performance obligations are
satisfied.

Performance obligations are determined based on the nature of the services provided by the
Agency. Revenue for performance obligations satisfied over time is recognized based on actual
charges incurred in relation to total expected (or actual) charges. The Agency believes that this
method provides a faithful depiction of the transfer of services over the term of the performance
obligation based on the inputs needed to satisfy the obligation. Generally, performance obligations
satisfied over time relate to patients receiving services in the facilities. The Agency measures the
performance obligation from the commencement of an encounter to the point when it is no longer
required to provide services to that patient, which is generally at the time of completion of the
encounter.

Because all of its performance obligations relate to contracts with a duration of less than one year,
the Agency has elected to apply the optional exemption provided in Financial Accounting Standards
Board ("FASB") Accounting Standards Codification ("ASC") 606-10-50-14a and; therefore, is not

13



Child and Family Agency of Southeastern Connecticut, Inc.

Notes to Financial Statements
June 30, 2025 and 2024

required to disclose the aggregate amount of the transaction price allocated to performance
obligations that are unsatisfied or partially unsatisfied at the end of the reporting period. The
Agency's performance obligations consist primarily of outpatient services that occur within one day
of a patient's visit; thus, there were no unsatisfied or partially unsatisfied performance obligations at
the end of the reporting period.

The Agency determines the transaction price based on standard charges for goods and services
provided, reduced by contractual adjustments provided to third-party payors, discounts provided to
uninsured patients in accordance with the Agency's policy, and implicit price concessions provided
to uninsured patients. The Agency determines its estimates of contractual adjustments and
discounts based on contractual agreements, its discount policies, and historical experience. The
Agency determines its estimate of implicit price concessions based on its historical collection
experience with this class of patients.

Agreements with third-party payors typically provide for payments at amounts less than established
charges. A summary of the payment arrangements with major third-party payors follows:

Medicaid - Reimbursements for Medicaid services are generally paid at prospectively
determined rates per visit.

Other - Payment agreements with certain commercial insurance carriers, health maintenance
organizations, and preferred provider organizations provide for payment using prospectively
determined rates per visit, discounts from established charges, and prospectively determined
daily rates.

Laws and regulations concerning government programs, including Medicaid, are complex and
subject to varying interpretation. As a result of investigations by governmental agencies, various
healthcare organizations have received requests for information and notices regarding alleged
noncompliance with those laws and regulations, which, in some instances, have resulted in
organizations entering into significant settlement agreements. Compliance with such laws and
regulations may also be subject to future government review and interpretation, as well as
significant regulatory action, including fines, penalties, and potential exclusion from the related
programs. There can be no assurance that regulatory authorities will not challenge the Agency's
compliance with these laws and regulations, and it is not possible to determine the impact (if any)
such claims or penalties would have upon the Agency. In addition, the contracts the Agency has
with commercial payors also provide for retroactive audit and review of claims.

Settlements with third-party payors for retroactive adjustments due to audits, reviews, or
investigations are considered variable consideration and are included in the determination of the
estimated transaction price for providing patient care. These settlements are estimated based on
the terms of the payment agreement with the payor, correspondence from the payor, and the
Agency's historical settlement activity, including an assessment to ensure that it is probable that a
significant reversal in the amount of cumulative revenue recognized will not occur when the
uncertainty associated with the retroactive adjustment is subsequently resolved. Estimated
settlements are adjusted in future periods as adjustments become known (that is, new information
becomes available), or as years are settled or are no longer subject to such audits, reviews, and
investigations. Adjustments arising from a change in the transaction price were not significant in the
fiscal years ended June 30, 2025 and 2024.
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Child and Family Agency of Southeastern Connecticut, Inc.

Notes to Financial Statements
June 30, 2025 and 2024

Generally, patients who are covered by third-party payors are responsible for related deductibles
and coinsurance, which vary in amount. The Agency also provides services to uninsured patients,
and offers those uninsured patients a discount, either by policy or law, from standard charges. The
Agency estimates the transaction price for patients with deductibles and coinsurance and from
those who are uninsured based on historical experience and current market conditions. The initial
estimate of the transaction price is determined by reducing the standard charge by any contractual
adjustments, discounts, and implicit price concessions. Subsequent changes to the estimate of the
transaction price are generally recorded as adjustments to patient service revenue in the period of
the change. For the years ended June 30, 2025 and 2024, there was no additional revenue
recognized due to changes in its estimates of implicit price concessions, discounts, and contractual
adjustments for performance obligations satisfied in prior years.

Subsequent changes that are determined to be the result of an adverse change in the patient's
ability to pay are to be recorded as provisions for uncollectible accounts.

The Agency has a sliding scale for outpatient children's counseling programs based on gross
income and the number in the household. For adult counseling programs, the Agency has a
minimum fee that is charged if the patient cannot afford the full fee. Consistent with the Agency's
mission, care is provided to patients regardless of their ability to pay. Therefore, the Agency has
determined it has provided implicit price concessions to uninsured patients and patients with other
uninsured balances (for example, copays and deductibles). The implicit price concessions included
in estimating the transaction price represent the difference between amounts billed to patients and
the amounts the Agency expects to collect based on its collection history with those patients.
Patients who have insurance but cannot afford the insurance copay or patients who are behind in
payment due to hardship may request a fee adjustment. Discounts provided were not material.

The Agency has determined that the nature, amount, timing, and uncertainty of revenue and cash
flows are affected by the following factors: payors, geography, service lines, method of
reimbursement, and timing of when revenue is recognized.

The Agency has elected the practical expedient allowed under FASB ASC 606-10-32-18 and does
not adjust the promised amount of consideration from patients and third-party payors for the effects
of a significant financing component due to the Agency's expectation that the period between the
time the service is provided to a patient and the time that the patient or a third-party payor pays for
that service will be one year or less.

The Agency has applied the practical expedient provided by FASB ASC 340-40-25-4 and all
incremental customer contract acquisition costs are expensed as they are incurred, as the
amortization period of the asset that the Agency otherwise would have recognized is one year or
less in duration.

There was no deferred revenue. Program accounts receivable is as follows:

2025 2024 2023

Accounts receivable $ 63,228 $ 191,104 $ 135,381
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Donated materials and services

Donated materials and services are reflected as contributions in the accompanying financial
statements at their estimated fair market value at the date of receipt. Contributed services are
recognized if the services create or enhance nonfinancial assets or required specialized skills. No
amounts have been reflected in the financial statements for donated services. The Agency pays for
most services requiring specific expertise. However, a substantial number of volunteers have
donated significant amounts of their time in the Agency's program services and in its fundraising
campaigns.

In-kind contributions

In-kind contributions are used in the Agency's program operations and consist of vaccine supplies
from the State of Connecticut. In-kind contributions are recorded at the fair value of the vaccine
supplies as provided by the State of Connecticut. The fair value of the contributions recognized as
revenue is $112,414 and $120,275 for the years ended June 30, 2025 and 2024, respectively.

During the years ended June 30, 2025 and 2024, the Agency also had $39,219 and $45,944 of
donated property recorded as contributed nonfinancial assets. The donated property is recorded at
fair value based on the estimated fair value of the property as determined by the Agency. The
Agency uses similar goods available for sale in public markets to estimate the fair value of donated
goods.

Functional expenses

The financial statements report certain categories of expenses that are attributable to one or more
programs, contracts or administrative functions of the Agency. Those expenses include personnel
costs (salaries, taxes and benefits) and occupancy costs and are based on full time equivalents,
except for childcare related expenses which are based on slots.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Subsequent events

The Agency has evaluated events and transactions for potential recognition or disclosure through
January 21, 2026, which is the date the financial statements were available to be issued.
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Note 2 - Liquidity

The Agency regularly monitors liquidity required to meet its annual operating needs and other
contractual commitments while also striving to maximize the return on investment of its funds not
required for annual operations. As of June 30, 2025 and 2024, the Agency has financial assets
available to meet annual operating needs for the subsequent fiscal year as follows:

2025 2024
Cash and cash equivalents $ 563,029 861,707
United Way receivable 203,859 206,646
Accounts receivable, net 63,228 191,104
Grants and contracts receivable 464,997 944 178
Investments 4,743,531 4,827,934
Total financial assets 6,038,644 7,031,569
Less
Donor-imposed restrictions (1,370,150) (1,243,073)
Board designated endowments, net of
estimated following year spending policy percentage (2,104,583) (2,556,117)
Total $ 2,563,911 $ 3,232,379

The Agency supports its general operations primarily with patient service revenue and government
grants along with donor contributions without donor restrictions and donor-restricted funds whose
time or purpose restriction has been met. In addition, the Board may appropriate a portion of the
earnings from the Agency's board-restricted endowment as described in Note 15 and spend the
donor restricted funds which are restricted for purpose on expenses that meet the purpose
restrictions. The Agency also has $700,000 remaining on its line of credit available to support
general operations (see Note 8).

Note 3 - Concentrations

Concentration of credit risk

Financial instruments, which potentially subject the Agency to concentrations of credit risk, consist
primarily of cash and cash equivalents and receivables. The Agency maintains its cash and cash
equivalents in bank accounts which, at times, may exceed federally insured limits. The Agency has
not experienced any losses in such accounts and believes it is not exposed to any significant credit
risk for cash. As of June 30, 2025, the Agency had cash and cash equivalents in excess of federally
insured limits of approximately $400,000.

Concentration of market risk

The Agency invests in various debt and equity securities. These investment securities are exposed
to interest rate, market, credit and other risks depending on the nature of the specific investment.
Accordingly, it is at least reasonably possible that these factors will result in changes in the value of
the Agency's investments, which could materially affect amounts reported in the financial
statements.
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Funding source concentrations

The Agency receives a significant amount of grants either directly or passed through from other
agencies from the State of Connecticut Department of Children and Families ("DCF"), the State of
Connecticut Department of Public Health ("DPH"), and the State of Connecticut Office of Early
Childhood Education ("OEC"). As with all government funding, these grants are subject to reduction
or termination in future years. For the year ended June 30, 2025, grants from DCF, DPH, and OEC
consisted of 57%, 18% and 7% of total grant revenue, respectively. For the year ended June 30,
2024, grants from DCF, DPH, and OEC consisted of 52%, 17% and 7% of total grant revenue,
respectively.

Note 4 - Patient service receivable, net

The Agency grants credit without collateral to its patients. Patient service receivable, net, by major
payor source is as follows as of June 30, 2025 and 2024

2025 2024
Medicaid 59 % 37 %
Third-party payors and other 40 59
Self-pay patients 1 4
100 % 100 %

Patient service revenue, net of contractual allowances, by major payor source is as follows for the
years ended June 30, 2025 and 2024

2025 2024
Medicaid 61 % 59 %
Third-party payors and other 35 36
Self-pay patients 4 5
100 % 100 %
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Note 5 - Investments

Investments are stated at fair value and are comprised of the following as of June 30, 2025 and
2024:

2025 2024
Corporate bonds $ 1,264,963 $ 1,520,633
Exchange traded funds 26,877 17,163
Common stocks 3,206,575 3,193,919
Preferred stocks 14,979 7,894
Mutual funds - 33,037
Money funds 230,137 55,288

4,743,531 $ 4,827,934

The following is a schedule of investment return for the years ended June 30, 2025 and 2024

2025 2024
Interest and dividends $ 167,514 $ 173,062
Less investment fees (562,261) (55,240)
Interest and dividend income, net 115,253 117,822
Net realized and unrealized gains 450,385 278,174
Total investment return, net $ 565,638 $ 395,996

Note 6 - Fair value measurements

The Agency values its financial assets and liabilities based on the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date.

In order to increase consistency and comparability in fair value measurements, a fair value
hierarchy prioritizes observable and unobservable inputs which are used to measure fair value into
three broad levels, as described below:

Level 1: Quoted prices (unadjusted) in active markets that are accessible at the measurement
date for identical assets or liabilities. The fair value hierarchy gives the highest priority

to Level 1 inputs.

Level 2: Observable inputs other than Level 1 prices such as quoted prices for similar assets
or liabilities; quoted prices in inactive markets; or model-derived valuations in which
all significant inputs are observable or can be derived principally from or corroborated

with observable market data.

Level 3: Unobservable inputs are used when little or no market data is available. The fair value

hierarchy gives the lowest priority to Level 3 inputs.
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In determining fair value, the Agency utilizes valuation techniques that maximize the use of
observable inputs and minimize the use of unobservable inputs to the extent possible as well as
considers counterparty credit risk in its assessment of fair value. The fair value hierarchy does not
attempt to measure the quality of the investments.

Financial assets measured at fair value at June 30, 2025 have been categorized in the table below
based upon the fair value hierarchy described above:

Level 1 Level 2 Level 3 Total
Corporate bonds $ 1264963 $ - $ - $ 1,264,963
Common stocks
Communication services 95,135 - - 95,135
Consumer discretionary 348,133 - - 348,133
Consumer staples 192,469 - - 192,469
Energy 233,062 - - 233,062
Financial 682,847 - - 682,847
Healthcare 287,097 - - 287,097
Industrials 425,152 - - 425,152
Information technology 350,787 - - 350,787
Materials 124,150 - - 124,150
Real estate 152,033 - - 152,033
Utilities 315,710 - - 315,710
Exchange-traded funds 26,877 - - 26,877
Preferred stocks
Financial 14,979 - - 14,979
4,513,394 - - 4,513,394
Money funds - - - 230,137
Total $ 4,513,394 $ - $ - $ 4,743,531
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Financial assets measured at fair value at June 30, 2024 have been categorized in the table below
based upon the fair value hierarchy described above:

Level 1 Level 2 Level 3 Total
Corporate bonds $ 1520633 $ - $ - $ 1,520,633
Common stocks
Communication services 185,099 - - 185,099
Consumer discretionary 217,937 - - 217,937
Consumer staples 349,389 - - 349,389
Energy 195,374 - - 195,374
Financial 590,245 - - 590,245
Healthcare 390,340 - - 390,340
Industrials 411,714 - - 411,714
Information technology 379,365 - - 379,365
Materials 104,131 - - 104,131
Real estate 102,467 - - 102,467
Utilities 267,858 - - 267,858
Exchange-traded funds 17,163 - - 17,163
Money market mutual funds 33,037 - - 33,037
Preferred stocks
Financial 7,894 - - 7,894
4,772,646 - - 4,772,646
Money funds - - - 55,288
Total $ 4,772,646 $ - $ - $ 4,827,934

The following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used during the years ended June 30,
2025 and 2024.

Investments in corporate bonds, common stocks, preferred stocks, exchange-traded funds, and
mutual funds are valued using market prices on active markets (Level 1). Level 1 instrument
valuations are obtained from real time quotes for transactions in active exchange markets
involving identical assets. The values of mutual funds represent the net asset value of shares
held by the Agency at year-end.

The preceding methods may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Agency believes its
valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different fair value measurement at the reporting date.
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Note 7 - Property and equipment

Property and equipment consist of the following at June 30, 2025 and 2024

2025 2024
Land $ 397,095 $ 397,095
Buildings and building improvements 6,875,579 6,516,863
Leasehold improvements 76,551 76,551
Furniture and equipment 591,953 596,538
Vehicles 66,663 66,664
Construction in progress 53,145 53,145

8,060,986 7,706,856
Less accumulated depreciation and amortization (4,217,486) (4,035,054)

$ 3,843,500 3,671,802

Depreciation and amortization expense was $217,917 and $212,402 for the years ended June 30,
2025 and 2024, respectively.

Note 8 - Line of credit

The Agency has available for its use a $1,500,000 line of credit from Dime Savings Bank. Bank
advances on the credit line are payable on demand and carry an interest rate at Dime Savings
Bank's prime rate (7.50% at June 30, 2025). Interest is payable monthly. The credit line is secured
by certain investments of the Agency. The Agency is required to meet certain nonfinancial
covenants. The outstanding advances on the line of credit as of June 30, 2025 and 2024 were
$800,000 and $275,000, respectively. The line of credit was terminated as of September 3, 2025.

Note 9 - Leases

The Agency leases building space and equipment used in its program operations and
administration. All contracts that implicitly or explicitly involve property, plant and equipment are
evaluated to determine whether they are or contain a lease.

At lease commencement, the Agency recognizes a lease liability, which is measured at the present
value of future minimum lease payments, and a corresponding right-of-use asset equal to the lease
liability, adjusted for any prepaid lease costs, initial direct costs and lease incentives. The Agency
has elected and applies the practical expedient available to lessees to combine nonlease
components with their related lease components and account for them as a single combined lease
component for all its leases. The Agency remeasures lease liabilities and related right-of-use assets
whenever there is a change to the lease term and/or there is a change in the amount of future lease
payments, but only when such changes do not qualify to be accounted for as a separate contract.

The Agency determines an appropriate discount rate to apply when determining the present value
of the remaining lease payments for purposes of measuring or remeasuring lease liabilities. As the
rate implicit in the lease is generally not readily determinable, the Agency estimates its risk-free rate
as the discount rate. The Agency's risk-free rate, which is determined at either lease
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commencement or when a lease liability is remeasured, is the rate on U.S. government securities
over a period commensurate with the lease term.

For accounting purposes, the Agency's leases commence on the earlier of (i) the date upon which
the Agency obtains control of the underlying asset and (ii) the contractual effective date of a lease.
Lease commencement for most of the Agency's leases coincides with the contractual effective date.
The Agency's leases generally have minimum base terms with renewal options or fixed terms with
early termination options. Such renewal and early termination options are exercisable at the option
of the Agency and, when exercised, usually provide for rental payments during the extension period
at then current market rates or at pre-determined rental amounts. Unless the Agency determines
that it is reasonably certain that the term of a lease will be extended, such as through the exercise
of a renewal option or nonexercise of an early termination option, the term of a lease begins at
lease commencement and spans for the duration of the minimum noncancellable contractual term.
When the exercise of a renewal option or nonexercise of an early termination option is reasonably
certain, the lease term is measured as ending at the end of the renewal period or on the date an
early termination may be exercised.

The Agency includes variable rental payments based on a rate or an index such as the Consumer
Price Index (CPI) in its measurement of lease payments based on the rate or index in effect at
lease commencement. Other types of variable lease payments are expensed as incurred.

The Agency leases space used for certain clinical and supporting services related to its behavioral
health and medical services. The lease has a term of approximately three years, which term has
been incorporated into the measurement of the related right-of-use assets and lease liabilities. The
Agency also leases separate space used for outpatient behavioral health and medical services
which has a term of approximately five years which term has been incorporated into the
measurement of the related right-of-use assets and lease liabilities. Although most real estate
leases include one or more options to renew that can extend the contractual terms, those renewal
options are exercisable solely at the Agency's discretion and have been excluded from the lease
term measurements unless the Agency intends to extend. The real estate leases generally require
reimbursement of real estate taxes, common area maintenance, and insurance.

The Agency leases various copiers and postage machines used in program and administration
services. Equipment leases have lease terms that generally range from approximately one year to
five years. Rental payments on these leases typically provide for fixed minimum payments that
increase over the lease term at predetermined amounts, are included in the measurement of lease
payments, and are therefore included in the measurement of lease liabilities. Certain of the leases
involving equipment have purchase options. When those options are reasonably certain of being
exercised, the Agency reflects such purchase options when measuring the lease term and lease
payments for those leases.
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Financial information

The following provides information about the Agency's right-of-use assets and lease liabilities for its
operating and finance leases as of June 30, 2025 and 2024

Statement of Financial Position

Classification 2025 2024
Right-of-use assets
Operating leases Right-of-use assets - operating $ 164,223 $ 235,810
Finance leases Right-of-use asset - finance 11,354 15,750
Total right-of-use assets $ 175,577  $ 251,560
Lease liabilities
Operating leases Operating lease liabilities $ 189,036 $ 254,196
Finance leases Finance lease liabilities 11,837 16,138
Total lease liabilities $ 200,873 $ 270,334

The components of the Agency's lease cost for the years ended June 30, 2025 and 2024 are as
follows:

Statement of Functional Expenses

Classification 2025 2024

Operating lease cost

Rent expense Occupancy $ 79,401 $ 71,001
Finance lease cost

Amortization expense Occupancy 4,395 4,395
Interest expense Other expenses 488 637
4,883 5,032
Total lease cost, net $ 84284  $ 76,033

Supplemental cash flow information related to the Agency's leases for the year ended June 30,
2025 is as follows:

Operating leases Finance lease Total
Cash paid for amounts included in
the measurement of lease liabilities $ 70,401 $ 4395 § 74,796
Right-of-use assets obtained
in exchange for lease liabilities $ - $ - $ -
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Supplemental cash flow information related to the Agency's leases for the year ended June 30,
2024 is as follows:

Operating leases Finance lease Total
Cash paid for amounts included in
the measurement of lease liabilities $ 71,002 $ 4,395 $ 75,397
Right-of-use assets obtained
in exchange for lease liabilities $ 90,301 $ - $ 90,301

Weighted average remaining lease terms and weighted average discount rates for the Agency's
leases as of June 30, 2025 and 2024 are as follows:

2025 2024
Weighted average remaining term (in years)
Operating leases 2.28 3.27
Finance lease 2.58 3.58
Weighted average discount rate
Operating leases 3.54% 3.48%
Finance lease 3.54% 3.54%

Annual maturity analysis of the Agency's lease liabilities as of June 30, 2025 is as follows:

Fiscal year Operating leases Finance lease

2026 $ 89,774 $ 4,788
2027 86,974 4,788
2028 19,574 2,792
2029 - -
196,322 12,368
Less total interest payments 7,286 531
Present value of lease liabilities ~ $ 189,036  $ 11,837

Note 10 - Pension plan

Employees are eligible to participate in the Agency's 403(b) plan immediately upon date of hire.
New hires are automatically enrolled in the plan. Employees are automatically enrolled at a deferral
rate of 2% of pre-tax pay with 30 days to elect their own contribution amount or to opt out of
participating before the first deduction.

After completing one year of service (more than 1,000 hours), employees are eligible for
contributions from the Agency. Once eligibility is met, employees will be entered into the plan at the
next plan entry date (either January 1 or July 1). The Agency will match 50% of the first 4% of
eligible employee contributions. Eligible employees hired after December 31, 2014 will also receive
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a 2% nonelective contribution annually that will increase to 4% after obtaining eight years of
service. Employees hired on or before December 31, 2014 will receive a 4% nonelective
contribution.

Elective deferrals will be placed into a Roth plan and a tax deferred option. Employees can
contribute between 1% and 100% of their salary, up to the federal maximums defined each year.

Total pension expense for the years ended June 30, 2025 and 2024 was $485,906 and $422,111,
respectively.

Note 11 - Commitments and contingencies

The following is a summary of liens placed by the State of Connecticut to secure bond grant funding
that was used to purchase and/or renovate the Agency's property. The liens will expire at a rate of
10% per year, as long as the Agency abides by licensing and operating requirements according to
the bond grant:

Unamortized Expiration
balance date

Department of Social Services

Neighborhood Facilities Project $ 8,516 8/21/2025
Department of Education

Child Care Capital Project 3,558 9/14/2025

Groton Child Care Center 3,675 1/1/2026
Department of Public Health

Health Disparities and Prevention Grant Program 254,532 2/9/2034

Note 12 - Professional liability

The Agency is covered by a professional liability insurance policy written on an occurrence basis.
Insurance coverage under the policy has limits of $3,000,000 per occurrence and in aggregate.

Note 13 - Net assets

Net assets with donor restrictions restricted for purpose and time are made up of contributions
restricted by donors for funding a variety of programs, as well as promises to give contributions to
be collected in future fiscal years and earnings on perpetual endowments funds.

Net assets restricted in perpetuity consist of the Casey Angell Fund, Phoebe Bennet Fund, Ella
Brown Fund and the Thomas Gullotta Fund.

The Casey Angell Fund assets are to be held indefinitely. The Agency may make expenditures from
the fund income for the professional development of its employees and volunteers. To allow for
fund growth, expenditures are to be limited to an amount equal to 90% of the prior year's annual
income.

The Phoebe Bennet Fund assets are to be held indefinitely. The income from the assets can be
used to support the Agency's general activities.
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The Ella Brown Fund assets are to be held indefinitely. The income from the assets can be used to
support the Agency's programs in the New London area.

The Thomas Gullotta Fund assets are to be held indefinitely. The income and realized and
unrealized gains and losses from the fund are restricted for purpose and time until appropriated for
operations.

Net assets with donor restrictions as of June 30, 2025 and 2024 are available for the following
purposes or periods:

2025 2024
Net assets with donor restrictions for purpose or time
United Way of Southeastern CT $ 213234  $ 206,646
New London area 579,818 545,630
Smith Bent programs 35,536 -
Early childhood 47,500 -
General programs 92,383 89,190
For emergency use 25,000 25,000
Total net assets with donor restrictions for purpose and
time 993,471 866,466
Net assets with donor restrictions in perpetuity
Casey Angell Fund 21,474 21,402
Phoebe Bennet Fund 635 635
Ella Brown Fund 276,218 276,218
Thomas Gullotta Fund 78,352 78,352
Total net assets with donor restrictions in perpetuity 376,679 376,607
Total net assets with donor restrictions $ 1,370,150 $ 1,243,073

Note 14 - Conditional promises to give

The Agency received various conditional grants from DCF ending on various dates through June
30, 2027. During the years ended June 30, 2025 and 2024, $8,463,864 and $7,992,493,
respectively, of the conditional contributions was recorded as grant revenue upon meeting certain
conditions of the grant requirements. The remaining grant funds of $12,754,973 will be recorded as
grant revenue when the donor conditions are met.

The Agency received various conditional grants from OEC ending on various dates through June
30, 2026. During the years ended June 30, 2025 and 2024, $2,447,999 and $1,044,144,
respectively, of the conditional contributions was recorded as grant revenue upon meeting certain
conditions of the grant requirements. The remaining grant funds of $2,811,064 will be recorded as
grant revenue when the donor conditions are met.

The Agency received various conditional grants from DPH ending on June 30, 2027. During the
years ended June 30, 2025 and 2024, $2,601,476 and $2,587,521, respectively, of the conditional
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contributions was recorded as grant revenue upon meeting certain conditions of the grant
requirements. The remaining grant funds of $4,736,869 will be recorded as grant revenue when the
donor conditions are met.

During the year ended June 30, 2025, the Agency received a conditional grant from the Department
of Health and Human services ending September 30, 2024. During the years ended June 30, 2025
and 2024, $98,817 and $392,011, respectively, of the conditional contribution was recorded as
grant revenue upon meeting certain conditions of the grant requirements. There are no remaining
grant funds to be recorded as grant revenue as all of the donor conditions were met.

The Agency has other conditional grants ending at various times between June 30, 2025 and
January 31, 2026. During the years ended June 30, 2025 and 2024, $1,112,592 and $3,527,788,
respectively, of the conditional contributions were recorded as grant revenue upon meeting certain
conditions of the grant requirements. The remaining funds of $1,433,526 will be recorded as grant
revenue when the donor conditions are met.

Note 15 - Endowment

The Agency's endowment includes both donor-restricted endowment funds and funds designated
by the Board of Directors to function as endowment funds. Net assets associated with endowment
funds are classified and reported based on the existence or absence of donor-imposed restrictions.

The Board of Directors has interpreted the State of Connecticut Uniform Prudent Management of
Institutional Funds Act ("CTUPMIFA") as requiring the preservation of the fair value of the original
gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations to
the contrary. As a result of this interpretation, the Agency classifies as net assets with donor
restrictions in perpetuity (1) the original value of gifts donated to the permanent endowment, (2) the
original value of subsequent gifts to the permanent endowment, and (3) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund. The remaining portion of the donor-
restricted endowment fund that is not classified as net assets with donor restrictions in perpetuity is
classified as net assets with donor restrictions for purpose and time until those amounts are
appropriated for expenditure by the Agency in a manner consistent with the standards of prudence
prescribed by CTUPMIFA.

In accordance with CTUPMIFA, the Agency considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

1.  The duration and preservation of the fund;
The purposes of the Agency and the fund;
General economic conditions;

The possible effect of inflation or deflation;

The expected total return from income and the appreciation of investments;

o o kM w b

Other resources of the Agency; and

7. The investment policies of the Agency.
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The Agency has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs and capital needs supported by its endowment
while seeking to maintain the purchasing power of the endowment assets in perpetuity and achieve
investment returns sufficient to sustain the level of spending necessary to support ongoing
operations. Endowment assets include those assets of donor-restricted funds that the Agency must
hold in perpetuity or for a donor-specified period. Under this policy, as approved by the Board of
Directors, the Agency relies on a total return strategy in which investment returns are achieved
through both capital appreciation (realized and unrealized) and current vyield (interest and
dividends). Endowment assets are invested in a diversified mix of asset classes, which produces
the reasonable expected investment return within a prudent risk framework. The Agency expects its
endowment funds, over time, to provide an average long-term rate of return with a range from 5% to
7% annually. Actual returns in any given year may vary from this range.

The Agency has a spending policy which governs the rate at which funds are transferred from the
Endowment Fund to the operating and capital budgets. The rate is 4.5%. The annual allocation to
the operating and capital funds is calculated as a percentage of the endowment market value. The
transfer is at the recommendation by the finance and audit committee of the Board and with full
Board approval. The finance and audit committee reserves the right to recommend to the Board to
exceed the spending rate if deemed necessary, prudent and in the best interest of the Agency.

Year-to-year fluctuations caused by changes in the endowment market value are moderated by
using a moving average, computed on the last three years of endowment market values. The
Agency released funds for operating expenses during the years ended June 30, 2025 and 2024.

Endowment net asset composition by type of fund is as follows as of June 30, 2025:

Without donor With donor
restrictions restrictions Total
Donor-restricted endowment funds $ - $ 499,859 $ 499,859
Board-designated endowment funds 2,227,305 - 2,227,305
Total funds $ 2,227,305 $ 499,859 $ 2,727,164

Changes in endowment net assets for the year ended June 30, 2025 are as follows:

Without donor With donor
restrictions restrictions Total

Net assets, beginning of year $ 2,694,581 $ 382,406 $ 3,076,987
Investment return

Investment income, net 11,029 34,710 45,739

Net appreciation 50,521 159,006 209,527

Contributions - 50,000 50,000

Releases of restrictions (528,826) (126,263) (655,089)
Net assets, end of year $ 2,227,305 $ 499,859 $ 2,727,164
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Endowment net asset composition by type of fund is as follows as of June 30, 2024:

Without donor With donor
restrictions restrictions Total
Donor-restricted endowment funds $ - $ 382,406 $ 382,406
Board-designated endowment funds 2,694,581 - 2,694,581
Total funds $ 2,694,581 $ 382,406 $ 3,076,987

Changes in endowment net assets for the year ended June 30, 2024 are as follows:

Without donor With donor
restrictions restrictions Total

Net assets, beginning of year $ 3,317,879 $ 431,387 $ 3,749,266
Investment return

Investment income, net 22,163 23,708 45,871

Net appreciation 51,565 55,161 106,726

Contributions - 50,000 50,000

Releases of restrictions (697,026) (177,850) (874,876)
Net assets, end of year $ 2,694,581 $ 382,406 $ 3,076,987

Note 16 - Subsequent events

During fiscal year 2026, the Agency entered into a line of credit with U.S. Bank for borrowings up to
$3,000,000. Interest only is payable monthly and all principal and accrued and unpaid interest is
due on demand. The line of credit bears interest at a rate of 2.1% plus the one-month forward-
looking term rate based on the Secured Overnight Financing Rate. The line of credit matures on
demand.
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