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INDEPENDENT AUDITORS’ REPORT 

Board of Directors 
Southwest Human Development, Inc. 
Phoenix, Arizona 

Report on the Audit of the Consolidated Financial Statements 

Opinion  

We have audited the accompanying consolidated financial statements of Southwest Human 
Development, Inc., which comprise the consolidated statement of financial position as of June 30, 2024 
and 2023, and the related consolidated statements of activities, functional expenses, and cash flows for 
the years then ended, and the related notes to the consolidated financial statements. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of Southwest Human Development, Inc., as of June 30, 
2024 and 2023, 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 Auditors’ Responsibilities for the Audit of the Consolidated 
Financial Statements section of our report. We are required to be independent of Southwest Human 
Development, 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 Consolidated Financial Statements 

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

In preparing the consolidated financial statements, management is required to evaluate whether there 
are conditions or events, considered in the aggregate, that raise substantial doubt about Southwest 
Human Development, Inc.’s ability to continue as a going concern within one year after the date that the 
consolidated financial statements are available to be issued. 
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Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements 
as a whole are free from material misstatement, whether due to fraud or error, and to issue an 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 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 consolidated financial statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 
 

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

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

 

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

 

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

 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about Southwest Human Development, 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 Matters 

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements 
as a whole. The consolidating statement of financial position, consolidating statement of activities, 
statement of functional expenses - Southwest Human Development, Inc., and the statement of cash 
flows - Southwest Human Development, Inc. are presented for purposes of additional analysis and are 
not a required part of the consolidated financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the consolidated financial statements. The information has been subjected to the 
auditing procedures applied in the audit of the consolidated financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the consolidated financial statements or to the consolidated financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the information is fairly stated, in all 
material respects, in relation to the consolidated financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 9, 2024December 6, 2024, on our consideration of Southwest Human Development, 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 Southwest Human 
Development, 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 
Southwest Human Development, Inc.’s internal control over financial reporting and compliance. 

CliftonLarsonAllen LLP 

Phoenix, Arizona 
December 6, 2024 
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2024 2023

ASSETS

CURRENT ASSETS

Cash and Cash Equivalents 5,513,165$      7,285,873$      

Accounts Receivable, Net 8,344,317        7,586,138        

Pledges Receivable 169,744           138,121           

Prepaid Expenses 658,271           534,093           

Restricted Cash, Due to First Things First 4,015,357        -                       

Investments, Short-term 6,269,359        5,824,836        

Total Current Assets 24,970,213      21,369,061      

NONCURRENT ASSETS

Pledges Receivable, Less Current 100,000           130,000           

Unemployment Reserves 705,100           685,958           

Property and Equipment, Net 19,389,029      18,381,109      

Right-of-Use Asset - Operating Lease, Net 2,594,696 1,931,292        

Deposits 39,691             39,691             

Investments, Long-term 19,951,602      18,175,300      

Investment in Deferred Compensation Plan 358,071           199,362           

Total Noncurrent Assets 43,138,189      39,542,712      

Total Assets 68,108,402$    60,911,773$    

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts Payable 2,447,864$      1,176,875$      

Due to First Things First 4,015,357        -                       

Accrued Payroll and Employee Benefits 3,265,022        2,378,043        

Compensated Absences Payable 1,617,923        1,432,110        

Deferred Revenue 834,625           1,134,675        

Operating Lease Liabilities, Short-term 658,659           683,058           

Total Current Liabilities 12,839,450      6,804,761        

NONCURRENT LIABILITIES

Deferred Compensation Liability 366,828           201,303           

Operating Lease Liabilities, Long-term 1,931,311        1,220,210        

Total Liabilities 15,137,589      8,226,274        

NET ASSETS

Without Donor Restrictions 49,947,951      48,381,215      

With Donor Restrictions 3,022,862        4,304,284        

Total Net Assets 52,970,813      52,685,499      

Total Liabilities and Net Assets 68,108,402$    60,911,773$    
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Without Donor With Donor

Restrictions Restrictions Totals

REVENUE AND SUPPORT

Fees and Grants from Governments 77,600,250$    -$                     77,600,250$    

Charges for Services 1,740,025        -                       1,740,025        

Contributions and Donations 1,707,394        3,128,448        4,835,842        

Donated Facilities, Services, and Goods 1,542,506        -                       1,542,506        

Interest Income 1,147,374        -                       1,147,374        

Miscellaneous Income 112,149           -                       112,149           

Investment Income, Net of Fees 1,428,852        -                       1,428,852        

Net Assets Released from Restrictions 4,409,870        (4,409,870)       -                       

Total Revenue and Support 89,688,420      (1,281,422)       88,406,998      

EXPENSES

Program Services:

Head Start and Early Head Start 24,438,891      -                       24,438,891      

Family Support Services and Child Welfare 12,031,336      -                       12,031,336      

Health and Developmental Services 5,380,329        -                       5,380,329        

Mental Health and Child Development 6,741,780        -                       6,741,780        

Professional Development, Literacy

  and Training Institute 27,793,462      -                       27,793,462      

Supporting Services:

Management and General 10,733,310      -                       10,733,310      

Fundraising 1,002,576        -                       1,002,576        

Total Expenses 88,121,684      -                       88,121,684      

CHANGES IN NET ASSETS 1,566,736        (1,281,422)       285,314           

Net Assets - Beginning of Year 48,381,215      4,304,284        52,685,499      

NET ASSETS - END OF YEAR 49,947,951$    3,022,862$      52,970,813$    
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Without Donor With Donor

Restrictions Restrictions Totals

REVENUE AND SUPPORT

Fees and Grants from Governments 63,221,930$    -$     63,221,930$    

Charges for Services 2,222,856        - 2,222,856 

Contributions and Donations 1,933,260        3,737,949        5,671,209 

Donated Facilities, Services, and Goods 1,703,847        - 1,703,847 

Interest Income 919,915 - 919,915 

Miscellaneous Income 119,655 - 119,655 

Investment Income, Net of Fees 1,026,615        - 1,026,615 

Net Assets Released from Restrictions 2,823,798        (2,823,798)       - 

Total Revenue and Support 73,971,876      914,151 74,886,027      

EXPENSES

Program Services:

Head Start and Early Head Start 19,636,358      - 19,636,358 

Family Support Services and Child Welfare 11,455,350      - 11,455,350 

Health and Developmental Services 5,823,971        - 5,823,971 

Mental Health and Child Development 5,426,308        - 5,426,308 

Professional Development, Literacy

  and Training Institute 15,114,334      - 15,114,334 

Supporting Services:

Management and General 9,356,881        - 9,356,881 

Fundraising 772,526 - 772,526 

Total Expenses 67,585,728      - 67,585,728 

CHANGES IN NET ASSETS 6,386,148        914,151 7,300,299        

Net Assets - Beginning of Year 41,995,067      3,390,133        45,385,200      

NET ASSETS - END OF YEAR 48,381,215$    4,304,284$      52,685,499$    
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Head Start Family Support Professional

and Services Health and Mental Health Development, Total 

Early Head and Child Development and Child Literacy and Program Management Total

Start Welfare Services Development Training Institute Services and General Fundraising Expenses

Salaries and Wages 13,542,344$  9,156,080$    4,125,939$    4,335,092$    7,883,609$        39,043,064$  3,926,599$    481,045$       43,450,708$  

Employee Related Expenses 3,410,904      2,263,217      893,412         999,540         1,902,960          9,470,033      814,483         92,256           10,376,772    

Donated Facilities, Services, 

  and Goods 1,540,871      -                     -                     -                     21,595               1,562,466      240                500                1,563,206      

Professional Fees 349,580         13,684           147,853         958,052         13,391,180        14,860,349    1,115,198      39,473           16,015,020    

Travel 139,156         241,301         38,790           209,585         292,950             921,782         39,767           1,003             962,552         

Occupancy 1,443,918      -                     51,346           5,145             42,354               1,542,763      1,051,086      -                     2,593,849      

Rental and Maintenance 

of Equipment 29,386           67,948           31,811           42,027           93,621               264,793         1,312,775      3,768             1,581,336      

Supplies 2,580,310      67,082           21,997           109,876         311,274             3,090,539      416,647         148,399         3,655,585      

Communication 245,124         122,957         27,676           36,127           52,804               484,688         323,253         63,190           871,131         

Training 240,877         15,559           16,037           40,903           155,199             468,575         55,240           -                     523,815         

Insurance 927                -                     -                     -                     -                        927                309,710         2,594             313,231         

Bank Fees and Charges 10,578           -                     -                     -                     -                        10,578           15,847           12,473           38,898           

Expected Credit Losses -                     -                     -                     -                     -                        -                     97,541           -                     97,541           

Other 45,708           74,308           25,468           5,433             215,783             366,700         676,738         157,875         1,201,313      

Donations and Contributions -                     -                     -                     -                     -                        -                     -                     -                     -                     

Childcare Center Materials -                     -                     -                     -                     3,430,133          3,430,133      -                     -                     3,430,133      

Parent and Family Assistance 31,121           9,200             -                     -                     -                        40,321           99,917           -                     140,238         

Depreciation 828,087         -                     -                     -                     -                        828,087         478,269         -                     1,306,356      

Total Expenses by Function 24,438,891$  12,031,336$  5,380,329$    6,741,780$    27,793,462$      76,385,798$  10,733,310$  1,002,576$    88,121,684$  

Supporting ServicesProgram Services
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Supporting Services

Head Start Family Support Professional

and Services Health and Mental Health Development, Total 

Early Head and Child Development and Child Literacy and Program Management Total

Start Welfare Services Development Training Institute Services and General Fundraising Expenses

Salaries and Wages 11,032,639$  8,814,114$    4,433,106$    3,620,444$    8,252,391$        36,152,694$  3,320,951$    368,976$       39,842,621$  

Employee Related Expenses 2,486,941      2,090,573      1,037,683      843,190         1,906,886          8,365,273      778,385         90,899           9,234,557      

Donated Facilities, Services, 

and Goods 1,677,760      -                     -                     -                     300                    1,678,060      7,937             -                     1,685,997      

Professional Fees 488,635         14,139           109,295         765,007         1,208,362          2,585,438      1,111,051      25,206           3,721,695      

Travel 112,689         212,523         43,820           125,185         327,085             821,302         32,802           132                854,236         

Occupancy 1,125,716      6,824             51,601           6,471             28,708               1,219,320      1,074,005      -                     2,293,325      

Rental and Maintenance 

 of Equipment 20,246           25,318           14,776           5,250             27,359               92,949           1,045,783      3,955             1,142,687      

Supplies 1,283,034      60,234           29,732           24,454           300,628             1,698,082      241,157         104,043         2,043,282      

Communication 436,464         113,872         28,722           29,607           52,290               660,955         399,427         6,709             1,067,091      

Training 293,383         44,582           71,173           1,659             136,523             547,320         78,063           -                     625,383         

Insurance 7,585             -                     -                     -                     -                        7,585             217,954         -                     225,539         

Bank Fees and Charges 17,871           -                     -                     -                     -                        17,871           23,190           14,184           55,245           

Expected Credit Losses -                     -                     -                     -                     -                        -                     105,801         -                     105,801         

Other 57,336           65,849           4,063             5,041             133,515             265,804         440,339         158,422         864,565         

Donations and Contributions -                     -                     -                     -                     -                        -                     3,500             -                     3,500             

Childcare Center Materials -                     -                     -                     -                     2,720,179          2,720,179      -                     -                     2,720,179      

Parent and Family Assistance 24,121           7,322             -                     -                     -                        31,443           56,299           -                     87,742           

Depreciation 571,938         -                     -                     -                     20,108               592,046         420,237         -                     1,012,283      

Total Expenses by Function 19,636,358$  11,455,350$  5,823,971$    5,426,308$    15,114,334$      57,456,321$  9,356,881$    772,526$       67,585,728$  

Program Services
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2024 2023

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Fees, Grants, and Contributions 87,075,228$       72,936,940$       

Interest Income Received 1,129,977           726,704              

Cash Paid to Employees for Services (52,754,688)        (49,359,914)        

Cash Paid to Suppliers for Goods and Services (30,437,509)        (17,095,768)        

Net Cash Provided by Operating Activities 5,013,008           7,207,962           

CASH FLOWS FROM INVESTING ACTIVITIES

Decrease in Unemployment Reserve 47,668                63,591                

Purchases of Property and Equipment (2,047,643)          (4,214,197)          

Purchase of Investments (11,976,796)        (7,412,723)          

Sale of Investments 11,206,412         7,508,027           

Net Cash Used by Investing Activities (2,770,359)          (4,055,302)          

NET INCREASE IN CASH, CASH EQUIVALENTS AND RESTRICTED CASH 2,242,649           3,152,660           

Cash, Cash Equivalents and Restricted Cash - Beginning of Year 7,285,873           4,133,213           

CASH, CASH EQUIVALENTS AND RESTRICTED CASH - END OF YEAR 9,528,522$         7,285,873$         

RECONCILIATION OF CHANGES IN NET ASSETS TO 

  NET CASH PROVIDED BY OPERATING ACTIVITIES

Changes in Net Assets 285,314$            7,300,299$         

Adjustments to Reconcile Changes in Net Assets to Net Cash 

  Provided by Operating Activities:

Depreciation 1,306,356           1,012,283           

Lease Cost Adjustment 23,298                (85,229)               

Unrealized (Gain) Loss on Unemployment Reserve (66,810)               86,788                

Unrealized and Realized Gain on Investments (1,450,441)          (1,196,461)          

Donated Goods Recorded in Prepaid Expenses 20,000                (20,000)               

Donated Prepaid Gift Cards - Used 700                     2,300                  

Expected Credit Losses 97,541                105,801              

(Increase) Decrease in Assets:

Accounts Receivable (855,720)             1,183,756           

Pledges Receivable (1,623)                 133,839              

Prepaid Expenses (144,878)             (111,025)             

Investment in Deferred Compensation Plan (158,709)             (93,217)               

Increase (Decrease) in Liabilities:

Accounts Payable 1,004,356           (1,282,365)          

Due to First Things First 4,015,357           -                          

Accrued Payroll and Employee Benefits 886,979              (587,036)             

Compensated Absences Payable 185,813              304,300              

Deferred Revenue (300,050)             358,771              

Deferred Compensation Liability 165,525              95,158                

Net Cash Provided by Operating Activities 5,013,008$         7,207,962$         

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Property and Equipment in Accounts Payable 266,633$            138,316$            

RECONCILIATION OF CASH, CASH EQUIVALENTS AND RESTRCITED

CASH TO THE CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Cash and Cash Equivalents 5,513,165$         7,285,873$         

Restricted Cash - Due to First Things First 4,015,357        -                      

Total 9,528,522$         7,285,873$         
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NOTE 1 NATURE OF OPERATIONS 

Southwest Human Development, Inc. (SWHD) is a nonprofit corporation that provides 
comprehensive services to young children and their families in Arizona. SWHD strengthens 
the foundation Arizona’s children need for a great start in life. Our early childhood 
professionals invest their time in research-driven programs to benefit young children and 
their families. We understand that a child’s earliest experiences and relationships establish 
the foundation for all future development – intellectual, social, emotional, physical, and 
behavioral. That’s why we work to prepare the whole child through more than 40 programs 
in the following areas: 

Head Start and Early Head Start – The program works with income-eligible families to 
provide a variety of educational, health, dental, nutritional and social service resources. 
Head Start provides children with high-quality preschool education, along with health 
screenings, social services and parent training. Early Head Start helps parents with child 
development, parenting and life skills during the prenatal period and in years before their 
baby is eligible for the preschool program. Each of these programs help families learn 
how to make sure their children are ready for kindergarten success and to sustain their 
development and learning process. 
 
Family Support Services and Child Welfare – SWHD offers an array of education and 
support services to help parents and caregivers as they raise their children. We believe 
that all caregivers have the desire to improve their parenting skills, while promoting 
positive parent-child interactions, enhancing their child's health and development, and 
increasing their family's economic well-being. Our programs include Direct Support 
Services, Foster Care and Adoptions Studies, Healthy Families, and Kinship Care and 
Adoptions. 
 
Health and Developmental Services (HDS) formerly known as Services for Children with 
Disabilities – SWHD provides a comprehensive list of services for children with 
disabilities and their families Southwest Human Development’s Birth to Five Center of 
Excellence (COE) provides comprehensive disabilities and mental health services and 
support for young children. The COE is focused on the health and well-being of children 
birth to five with complex developmental disabilities (autism, feeding disorders, abuse 
and trauma) by providing state-of-the-art, comprehensive assessment, treatment 
planning, and intervention services. Our integrated model, which blends medical, 
developmental, and behavioral/mental health approaches, reflects best-practice in the 
field of early childhood. Additional services/programs include our ADAPT Shop, Smooth 
Way Home Fragile Infant Program, Newborn Intensive Care Program, High Risk 
Perinatal Program, Nurse-Family Partnership and the Inclusion Program for early care 
and education providers. 
 
Mental Health and Child Development – Programs include the Birth to Five 
Helpline/Fussy Baby Program, a free, statewide question line, available Monday through 
Friday 8 a.m. to 8 p.m., for parents, caregivers and professionals with questions or 
concerns about children birth to 5. We also provide mental health consultation to early 
care and education programs and providers throughout the state through our Smart 
Support program. Our Harris Infant and Early Childhood Mental Health Training Institute 
offers intensive training programs for mental health clinicians and other professionals 
working with young children. 
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NOTE 1 NATURE OF OPERATIONS (CONTINUED) 

Mental Health and Child Development (Continued) - In addition, their AzSteps program 
is as statewide expulsion prevention program that provides training and technical 
assistance to child care centers and their employees. The child care centers are funded 
through the Arizona Department of Economic Security 

Professional Development, Literacy and Training Institute – The Organization offers 
nationally recognized education and training programs to professionals and 
organizations working with young children across Arizona, the U.S. and internationally. 
The Organization is committed to training that is interactive and applicable to everyday 
work with children and families. Key elements include group participation, discussion of 
real-life problems and implementation of ideas learned during the training experience. 
Core Programs include: Language and Literacy Communities and Quality First 
Assessment and Coaching. Also central to this work is the Professional Development 
Institute (PDI) at Educare Arizona which was founded in 2018 with the vision to act as 
the state’s leading early learning professional workforce development entity. Its goal is to 
improve early childhood education teacher quality and practice, which will lead to better 
outcomes for children, including preparation for kindergarten and beyond. A centralized 
institute at Educare Arizona brings all of the components needed for high-quality early 
childhood education professional development to one place acting as a living laboratory 
and providing the opportunity for direct observation of high-quality teaching practices 
and environments and hands-on learning focused on individual teacher and/or director 
professional development needs.  

Educare Arizona is an organization whose mission is to ensure vulnerable young children 
and their families are successful in school and life by providing high quality early learning, 
family support, and health care while also working to improve early childhood practice and 
policy. 

Funding for both organizations is provided through federal, state, and local government, 
corporations, and individual donations. 

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 

On February 1, 2019, the board of directors of Educare Arizona amended its bylaws to give 
SWHD the right to appoint eight of nine board of directors to its board.  

The consolidated financial statements include the accounts of SWHD and Educare Arizona, 
because SWHD has both control and an economic interest in Educare Arizona. All 
significant intercompany accounts and transactions have been eliminated in consolidation. 
Unless otherwise noted, the consolidated entities are hereinafter referred to as “the 
Organization.” 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Basis of Presentation 

The accompanying consolidated financial statements are prepared on the accrual basis of 
accounting in accordance with accounting principles generally accepted in the United States 
of America (U.S. GAAP) applicable to nonprofit organizations. 
 

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

 
Net Assets Without Donor Restrictions – Net assets available for use in general 
operations and not subject to donor (or certain grantor) restrictions. Designated amounts 
represent amounts which the board has set aside for a particular purpose. There were 
no designated amounts at June 30, 2024 and 2023. 
 
Net Assets With Donor Restrictions – Net assets subject to donor- (or certain grantor-) 
imposed restrictions. Some donor-imposed restrictions are 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 are perpetual in nature, where the donor stipulates that 
resources be maintained in perpetuity. We report contributions restricted by donors as 
increases in net assets without donor restrictions if the restrictions expire (that is, when a 
stipulated time restriction ends or purpose restriction is accomplished) in the reporting 
period in which the revenue is recognized. All other donor-restricted contributions are 
reported as increases in net assets with donor restrictions. When a restriction expires, 
net assets with donor restrictions are reclassified to net assets without donor restrictions 
and reported in the consolidated statements of activities as net assets released from 
restrictions.  
 

Grants from governmental agencies are reflected within net assets without donor restriction 
class, since these funds are received and spent during the same year. 
 
Use of Estimates in the Preparation of Consolidated Financial Statements 

The preparation of consolidated financial statements in conformity with U.S. GAAP requires 
management to make a number of estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the consolidated financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. 
 
Cash, Cash Equivalents and Restricted Cash 

Cash equivalents consist of short-term, highly – liquid investments that are both (a) readily 
convertible to known amounts of cash; and (b) so near their maturity that they present 
insignificant risk of changes in value because of changes in interest rates. Generally, only 
investments with original maturities of three months or less meet this definition. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Accounts Receivable 

Accounts receivable are stated at the amount management expects to collect under the 
terms of the service contracts and agreements. Management provides for probable 
uncollectible amounts through a charge to earnings and an increase to the allowance for 
credit losses based on its assessment of the current status of individual contracts.  
 
Account balances with invoices over one year old are considered delinquent. Balances that 
are still outstanding after management has used reasonable collection efforts are written off 
through a charge to the valuation allowance and reduction of receivables. 
 
Pledges Receivable 

Unconditional promises to give (pledges receivable) are recognized as revenues in the 
period the promise is received and as assets, decreases of liabilities or expenses depending 
on the form of the benefits received. Conditional promises to give are recognized when the 
conditions on which they depend are substantially met. Monies received pursuant to 
conditional promises are reflected as deferred revenue. At June 30, 2024 and 2023, 
conditional promises received of $834,625 and $1,134,575, respectively, were recorded as 
deferred revenue. Unconditional promises to give that are to be collected within one year 
are recorded at net realizable value. Unconditional promises to give that are expected to be 
collected in future years are recorded at the present value of their estimated future cash 
flows. The discounts on those amounts are computed using risk-free interest rates as 
determined by management that are applicable to the years in which the promises are 
made. Amortization of the discounts is included in contribution support. Management 
provides for probable uncollectible amounts through a charge to earnings and an increase to 
a valuation allowance based on its assessment of the current status of individual pledges. 
Balances that are still outstanding after management has used reasonable collection efforts 
are written off through a charge to the valuation allowance and a reduction of receivables. 
Pledges receivable are considered by management to be collectible in full and, accordingly, 
an allowance for doubtful accounts was not provided at June 30, 2024 and 2023. 
 
Property and Equipment 

Purchases of property and equipment over $5,000 are initially recorded at cost. Assets 
donated to the Organization are recorded at their estimated fair value at the date of the gift. 
Depreciation on property and equipment is computed using the straight-line method over the 
estimated useful lives of the assets which range from 5 to 30 years. Expenses associated 
with the repair or maintenance of property and equipment are not capitalized and are 
recognized in the consolidated statements of activities in the fiscal year incurred. When 
property and equipment is sold or otherwise disposed of, the asset account and the related 
accumulated depreciation account are relieved, and any gain or loss is included in 
operations. Any leasehold improvements are amortized using the straight-line method over 
the remaining lease terms or asset lives, whichever is shorter. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Property and Equipment (Continued) 

Donations of property and equipment are recorded as contributions at its estimated fair 
value at the date of donation. Such donations are reported as increases in net assets 
without donor restrictions unless the donor has restricted the donated asset to a specific 
purpose. Assets donated with explicit restrictions regarding its use and contributions of cash 
that must be used to acquire property and equipment are reported as restricted contributions 
absent donor stipulations regarding how long those donated assets must be maintained. 
The Organization reports expirations of donor restrictions when the donated or acquired 
assets are placed in service as instructed by the donor. 
 
Impairment of Long-Lived Assets 

The Organization reviews long-lived assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. 
Recoverability of assets to be held and used is measured by a comparison of the carrying 
amount of an asset to future net cash flows expected to be generated by the asset. If such 
assets are considered to be impaired, the impairment to be recognized is measured by the 
amount by which the carrying amount of the assets exceeds the fair value of the assets. 
Assets to be disposed of are reported at the lower of the carrying amount or fair value less 
costs to sell. Management does not believe impairment indicators were present at June 30, 
2024 and 2023. 
 
Fair Value Measurements 

A framework for measuring fair value has been established by the Accounting Standards 
Codification and provides a fair value hierarchy that priorities the inputs to valuation 
techniques used to measure fair value. The hierarchy gives the highest priority to 
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 
measurements) and the lowest priority to unobservable inputs (Level 3 measurements).  
 
The three levels of the fair value hierarchy are as follows: 

 
Level 1 – Inputs to the valuation methodology are unadjusted quoted prices for identical 
assets or liabilities in active markets that the Organization has the ability to access. 
 
Level 2 – Inputs to the valuation includes: 
 

- Quoted prices for similar assets or liabilities in active markets. 
- Quoted prices for identical or similar assets or liabilities in inactive markets. 
- Inputs other than quoted process that are observable for the asset or liability. 
- Inputs that are derived principally from or corroborated by observable market 

date by correlation or other means. 
 

If the asset or liability has a specified term (contractual term), the Level 2 input must be 
observable for substantially the full term of the asset or liability.
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fair Value Measurements (Continued) 

 
Level 3 – Inputs to the valuation methodology are unobservable and significant to the fair 
value measurement, and usually reflect the Organization’s own assumptions about the 
assumptions that market participants would use in pricing the asset (i.e. real estate 
valuations, broker quotes). 

 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based 
on the lowest level of any input that is significant to the fair value measurement. Valuation 
techniques used maximize the use of observation inputs and minimize the use of 
unobservable inputs. 
 
The Organization records investment purchases at cost, or if donated, at fair value on the 
date of donation. Thereafter, investments are reported at their fair values in the statements 
of financial position. Net investment return/(loss) is reported in the statements of activities 
and consists of interest and dividend income, realized and unrealized capital gains and 
losses, less external and direct internal investment expenses. 

 
Benefits 

Effective September 1, 2020, the Organization has a partially self-insured health benefit 
program covering medical and prescription claims. The plan includes a stop-loss provision 
that insures claims exceeding $175,000. 
 
The Plan offers health benefits to regular, full-time employees working 30 or more hours per 
week and their beneficiaries and covered dependents once a 30-day waiting period is met. 
The cost of health care services is recognized as a deduction in the period in which it is 
provided to participants. Liabilities for health claims incurred but not reported are estimated 
based on historical claims and industry trends. At June 30, 2024 and 2023, the change in 
estimate was $197,500 and $26,100, respectively, and it was recorded in employee related 
benefits in the consolidated statements of functional expenses. 
 
Program Service Revenue and Deferred Revenue 

Program service revenues consist of governmental fee and grant reimbursements for 
various programs. Revenue from certain grants is unearned until eligible expenses have 
been incurred or program performance has been met. These amounts are deferred and 
recognized over the periods in which the associated grant expenses occur. Cash collected 
in advance of the earned revenue is recorded as deferred revenue. None of the deferred 
revenues as of year-end were from governmental grants. Conditional governmental grants – 
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. As of June 30, 2024 
and 2023 conditional governmental grants approximating $10,912,923 and $10,692,182, 
respectively, have not been recognized in the accompanying consolidated statements of 
activities.
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Charges for Services – Patient Services  

Patient service revenue is reported at the amount that reflects the consideration to which the 
Organization expects to be entitled in exchange for providing patient care. These amounts 
are due from patients, third-party payors (including health insurers and government payors), 
and others and includes variable consideration for retroactive revenue adjustments due to 
settlement of audits, reviews, and investigations. Generally, the Organization bills the 
patients and third-party after the services are performed. Revenue is recognized as the 
performance obligations are satisfied. 
 
Performance obligations are determined based on the nature of the services provided by the 
Organization. Revenue for performance obligations satisfied over time is recognized based 
on actual charges incurred in relation to total expected (or actual) charges.  
 
The Organization 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 
our behavioral health and medical/therapy programs, which includes a majority of the 
Organization’s charges for services revenue. 
 
The Organization determines the transaction price based on standard charges for services 
provided, reduced by contractual adjustments provided to third-party payors or the 
established rates of the government entities. The Organization determines its estimates of 
contractual adjustments and discounts based on contractual agreements, and historical 
experience. The Organization determines its estimate of implicit price concessions based on 
its historical collection experience with patients. 
 
Agreements with third-party payors provide for payments that may differ from established 
rates. 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 occasion of service, or per covered member. 
 
Other: Payment agreements with certain commercial insurance carriers, health 
maintenance organizations, and preferred provider organizations provide for payment 
using prospectively determined rates and discounts from established charges. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Charges for Services – Patient Services (Continued) 

Laws and regulations concerning government programs, including Medicaid, are complex 
and subject to varying interpretation. As a result of investigations by governmental agencies, 
various health care companies have received requests for information and notices regarding 
alleged noncompliance with those laws and regulations, which, in some instances, have 
resulted in companies 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 Organization’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 
Organization. In addition, the contracts the Organization has with commercial payors also 
provide for retroactive audit and review of claims. 
 

Settlements with third-party payors for retroactive revenue 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 services.  
 

These settlements are estimated based on the terms of the payment agreement with the 
payor, correspondence from the payor and the Organization’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. 
 

Generally patients who are covered by third-party payors are responsible for related 
deductibles and coinsurance, which vary in amount. The Organization estimates the 
transaction price for patients with deductibles and coinsurance 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. 
Additional revenue recognized due to changes in its estimates of implicit price concessions, 
discounts, and contractual adjustments were not considered material for the years ended 
June 30, 2024 and 2023. Subsequent changes that are determined to be the result of an 
adverse change in the patient’s ability to pay are recorded as bad debt expense. 
 

The Organization has determined that the nature, amount, timing and uncertainty of revenue 
and cash flows are affected by the following factors: 
 

• Payors (for example, Medicaid, managed care or other insurance, patient) have 
different reimbursement/payment methodologies 

• Length of the patient’s service of care 

• Method of reimbursement (fee for service or capitation) 

• Organization’s line of business that provided the service 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Advertising Expenses 

Advertising costs are expensed when incurred. Advertising costs were $309,086 and 
$333,707 for the years ended June 30, 2024 and 2023, respectively, and included with 
communication expense in the consolidated statements of functional expenses. 
 
Tax Status 

The Organization has been granted tax-exempt status as a nonprofit organization under 
Section 501(c)(3) of the Internal Revenue Code (IRC). Accordingly, no provision for income 
taxes has been provided in the consolidated financial statements. In addition, the 
Organization has been determined by the Internal Revenue Service not to be a private 
foundation within the meaning of Section 509(a) of the IRC. Management believes that no 
uncertain tax positions exist for the Organization as of June 30, 2024 and 2023. 
 
Adoption of New Accounting Standards 

Effective July 1, 2023, the Organization adopted FASB ASU 2016-13, Financial Instruments 
Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, as 
amended, which modifies the measurement of expected credit losses. The Organization 
adopted this new guidance utilizing the modified retrospective transition method. The 
adoption of this Standard did not have a material impact on the Organization’s financial 
statements. 
 
Subsequent Events 

We have evaluated subsequent events through December 6, 2024, the date the 
consolidated financial statements were available to be issued. 
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NOTE 3 LIQUIDITY AND AVAILABILITY 

The following table reflects the Organization’s financial assets as of June 30, 2024 and 2023 
and available to meet general expenditures within one year of the consolidated statements 
of financial position date. 
 

2024 2023

Total Assets 68,108,402$    60,911,773$    

Less Assets not Available for Expenditures:

Prepaid Expenses (658,271)          (534,093)          

Unemployment Reserves, Net of Expected 

  Annual Expense of $50,000 (655,100)          (635,958)          

Property and Equipment, Net (19,389,029)     (18,381,109)     

Right-of-Use Asset - Operating Lease, Net (2,594,696)       -                       

Deposits (39,691)            (39,691)            

Restricted Cash, Due to First Things First (4,015,357)       -                       

Investment in Deferred Compensation Plan (358,071)          (201,303)          

Total (27,710,215)     (19,792,154)     

Donor-Imposed Restrictions:

Restricted Funds (3,022,862)       (4,304,284)       

Financial Assets Available to Meet Cash Needs

  for General Expenditures Within One Year 37,375,325$    36,815,335$    

 
The Organization operates under various grants and contracts for programs that are 
ongoing, major, and central to its annual operations to be available to meet cash needs for 
general expenditures. 
 
The Organization manages its liquidity and reserves following three guiding principles: 
1) operating within a prudent range of financial soundness and stability, 2) maintaining 
adequate liquid assets to fund near-term operating needs, and 3) maintaining sufficient 
reserves to provide reasonable assurance that long-term obligations will be discharges. 
 
The Organization's best practice is to maintain current financial assets less liabilities at a 
minimum of 60 days operating expenses. The Organization is prudent to target a year-end 
balance of reserves of undesignated net assets to meet three months of expected 
expenditures. To achieve these targets, the Organization forecasts its future cash flows and 
monitors its liquidity and reserves monthly. During the years ended June 30, 2024 and 2023, 
the level of liquidity and reserves were managed within these targets. 
 
 

NOTE 4 ACCOUNTS RECEIVABLE 

Accounts receivable at June 30 consisted of amounts from the following sources: 
 

2024 2023

Government 8,205,404$      7,310,163$      

Private 214,081           364,344           

Total 8,419,485        7,674,507        

Less: Allowance for Credit Losses (75,168)            (88,369)            

Accounts Receivable, Net 8,344,317$      7,586,138$      
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NOTE 4 ACCOUNTS RECEIVABLE (CONTINUED) 

Accounts receivable amounts are stated at the amount management expects to collect from 
outstanding balances. An allowance for credit losses has been provided for specific 
accounts. Management anticipates all other amounts to be fully collectible. If an amount 
becomes uncollectable, it will be written off at that time. 
 
 

NOTE 5 PLEDGES RECEIVABLE 

Pledges receivable consist of the following unconditional promises to give at June 30: 
 

2024 2023

Receivable in Less Than One Year 169,744$         138,121$         

Receivable in One to Five Years 100,000           130,000           

Total Pledges Receivable 269,744           268,121           

Less: Current Maturities 169,744           138,121           

Noncurrent Maturities 100,000$         130,000$         
 

 
Two donors made up 46% of the pledges receivable balance at June 30, 2024. Two donors 
made up 97% of the pledges receivable balance at June 30, 2023. 
 
 

NOTE 6 UNEMPLOYMENT RESERVES 

The Organization has an agreement with an agency, 501(c) Agency Trust, to manage the 
Organization’s unemployment claims. If the agreement is terminated, the Organization will 
be refunded the amount available in the reserves less any fees. Management believes that 
the reserve balance would cover any future claims of unemployment; therefore, a liability 
was not recorded at June 30, 2024 and 2023. 
 
 

NOTE 7 PROPERTY AND EQUIPMENT 

A summary of property and equipment as of June 30 follows: 
 

2024 2023

Building and Improvements 25,148,070$    21,004,574$    

Furniture, Equipment, and Vehicles 4,250,476        2,812,071        

Construction in Progress 245,373           3,626,051        

Art Work 16,600 16,600             

Total 29,660,519      27,459,296      

Less: Accumulated Depreciation

Building and Improvements (8,403,488)       (7,564,726)       

Less: Accumulated Depreciation Furniture

Equipment and Vehicles (1,868,002)       (1,513,461)       

Property and Equipment, Net 19,389,029$    18,381,109$    

 
Depreciation expense was $1,306,356 and $1,012,283 for the years ended June 30, 2024 
and 2023, respectively. 
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NOTE 7 PROPERTY AND EQUIPMENT (CONTINUED) 

Property and equipment purchased with grant funds are owned by the Organization while 
used in the program for which they were purchased or in other future programs. However, 
the funding source retains a reversionary interest in the property and equipment purchased 
with grant funds. Its disposition, as well as ownership of any proceeds therefrom, is subject 
to funding source regulations. The net book value of property and equipment purchased with 
grant funds was $8,350,720 and $3,916,310 as of June 30, 2024 and 2023, respectively. 
 

NOTE 8 FAIR VALUE OF FINANCIAL INSTRUMENTS 

The tables below analyze financial instruments measured at fair value on June 30, 2024 and 
2023 by the level in the fair value hierarchy into which the fair value measurement is 
categorized. The amounts are based on the values recognized in the statements of financial 
position. All fair value measurements below are recurring. 
 

Level 1 Level 2 Level 3 Total

Equities:

Common Stock: 353,378$       -$                   -$                   353,378$       

Mutual Funds - Common Stock 7,627,813      -                     -                     7,627,813      

Mutual Funds - Equity ETF 5,473,900      -                     -                     5,473,900      

Fixed Income:

Mutual Funds - Corporate Bonds 2,371,049      -                     -                     2,371,049      

Mutual Funds - Fixed Income ETF 9,878,670      -                     -                     9,878,670      

Real Estate:

Mutual Funds - Real Estate 59,213           -                     -                     59,213           

Cash and Short-term Investments 456,938         -                     -                     456,938         

Deferred Compensation Plan Assets -                     358,071         -                     358,071         

Total Assets At Fair Value 26,220,961$  358,071$       -$               26,579,032$  

2024

 

Level 1 Level 2 Level 3 Total

Equities:

Common Stock: 323,062$       -$                   -$                   323,062$       

Mutual Funds - Common Stock 6,130,543      -                     -                     6,130,543      

Mutual Funds - Equity ETF 4,533,197      -                     -                     4,533,197      

Fixed Income:

Mutual Funds - Corporate Bonds 1,380,289      -                     -                     1,380,289      

Mutual Funds - Fixed Income ETF 9,251,943      -                     -                     9,251,943      

Mutual Funds -

 Government Agencies 1,487,299      -                     -                     1,487,299      

Real Estate:

Mutual Funds - Real Estate 57,414           -                     -                     57,414           

Cash and Short-term Investments 836,389         -                     -                     836,389         

Deferred Compensation Plan Assets -                     199,362         -                     199,362         

Total Assets At Fair Value 24,000,136$  199,362$       -$               24,199,498$  

2023
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NOTE 9 RESTRICTED CASH 

During fiscal year ended June 30, 2024, the Organization was awarded the Statewide 
Coaching and Incentive program from First Things First. At June 30, 2024, the Organization 
held $4,015,357 of cash for unspent advances. 
 
 

NOTE 10 OPERATING LEASES 

The Organization leases office space and equipment. The Organization determines if an 
arrangement is a lease at inception. Operating leases are included in operating lease ROU 
assets and operating lease liabilities on the consolidated statements of financial position. 
 
ROU assets represent the Organization’s right to use an underlying asset for the lease term 
and lease liabilities represent the Organization’s obligation to make lease payments arising 
from the lease. ROU assets and liabilities are recognized at the lease commencement date 
based on the present value of lease payments over the lease term. As most of leases do not 
provide an implicit rate, the Organization uses a risk-free rate based on the information 
available at commencement date in determining the present value of lease payments. The 
operating lease ROU asset also includes any lease payments made and excludes lease 
incentives. The lease terms may include options to extend or terminate the lease when it is 
reasonably certain that the Organization will exercise that option. 
 
Lease expense for lease payments is recognized on a straight-line basis over the lease 
term. The Organization has elected to recognize payments for short-term leases with a 
lease term of 12 months or less as expense as incurred and these leases are not included 
as lease liabilities or ROU assets on the consolidated statements of financial position.  
 
The Organization has elected not to separate nonlease components from lease components 
and instead accounts for each separate lease component and the nonlease component as a 
single lease component. The Organization’s lease agreements do not contain any material 
residual value guarantees or material restrictive covenants. The individual lease contracts 
do not provide information about the discount rate implicit in the lease. Therefore, the 
Organization has elected to use a risk-free discount rate determined using a period 
comparable with that of the lease term for computing the present value of lease liabilities. 
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NOTE 10 OPERATING LEASES (CONTINUED) 

The following table provides quantitative information concerning the Organization’s leases at 
June 30: 
 

2024 2023

Lease Cost:

Operating Lease Cost 768,394$      774,161$      

Short-Term Lease Cost -                    45,437          

Total Lease Cost 768,394$      819,598$      

Other Information:

Right of Use Assets Obtained in Exchange For New

  Operating Lease Liabilities: 1,380,554$   2,640,048$   

Operating Cash Flows From Operating Leases 746,377$      802,178$      

Weighted-Average Remaining Lease Term - Operating Leases 3.3 Years 2.8 Years

Weighted-Average Discount Rate - Operating Leases 3.80% 2.88%

The Organization classifies the total undiscounted lease payments that are due in the next 
12 months as current.  
 
A maturity analysis of annual undiscounted cash flows for lease liabilities as of June 30, 
2024, is as follows: 
 

Year Ending June 30, Operating

2025 686,261$      

2026 712,643        

2027 571,487        

2028 509,141        

2029 346,149        

Undiscounted Cash Flows 2,825,681     

(Less) Imputed Interest (235,711)       

Total Present Value 2,589,970$   
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NOTE 11 DONATED FACILITIES, SERVICES, AND GOODS 

The Organization receives significant in-kind contributions of time and pro bono services 
from members of the community related to management operations. 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 Organization. The Organization recognizes in-kind contribution 
revenue and a corresponding expense in an amount approximating the estimated fair value 
at the time of the donation. 
 
During the year ended June 30, 2024, the Organization received contributions of the use of 
facilities. The Organization also received donated services for speaking trainers and 
donated goods for supplies. The following table represents a breakout of the donated 
facilities, services, and goods for the year ended June 30, 2024: 
 

Donated Donated Donated 

Program or Support Services Space Services Goods Total

Head Start 1,540,871$    -$                   -$                   1,540,871$    

Training and Literacy Program 300                1,295             20,000           21,595           

Management and General -                     -                     700                700                

Fundraising -                     -                     40                  40                  

1,541,171$    1,295$           20,740$         1,563,206$    

 
During the year ended June 30, 2023, the Organization received contributions of the use of 
facilities. The Organization also received donated services for legal consultation and 
donated goods for supplies. The following table represents a breakout of the donated 
facilities, services, and goods for the year ended June 30, 2023: 
 

Donated Donated Donated 

Program or Support Services Space Services Goods Total

Head Start 1,498,341$    -$                   179,418$       1,677,759$    

Management and General -                     1,340             6,897             8,237             

1,498,341$    1,340$           186,315$       1,685,996$    

 
All donated services and assets were utilized by the Organization’s programs and 
supporting services. There were no donor-imposed restrictions associated with the donated 
services and assets. 
 
Donated space is valued at the fair value of similar properties available in commercial real 
estate listings. Every three years, the value of the properties are appraised. Donated legal 
services included in management and general are valued at the standard hourly rates 
charged for those services. Donated goods are valued at the wholesale prices that would be 
received for selling similar products. 
 
SWHD receives donated space from Educare for the use of the building. The donated space 
is not recognized on the books due to the controlling interest SWHD has in Educare. The 
amount would have been equal to the depreciation recorded on the building in the amount of 
$200,000 for both years.  
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NOTE 11 DONATED FACILITIES, SERVICES, AND FOOD (CONTINUED) 

The Organization receives donated services from a variety of unpaid volunteers and parents 
assisting the Organization in the operation of our Head Start program. 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 Organization. Services valued at $238,989 and $148,111 have not 
been recognized in the accompanying statements of activities for the years ended June 30, 
2024 and 2023, respectively, as they do not meet the requirements for recognition. 
 
 

NOTE 12 NET ASSETS 

The following is a summary of net assets with donor restrictions at June 30: 
 

2024 2023

Head Start and Early Head Start 109,723$         1,373,636$      

Family Support Services and Child Welfare 16,732             8,662               

Health and Developmental Services 1,235,387        1,253,148        

Mental Health and Child Development 1,104,762        396,736           

Professional Development, Literacy and Training Institute 328,628           1,019,961        

Senior Volunteers 85,892             152,595           

Family Assistance and Other 141,738           99,546             

Total Net Assets With Donor Restrictions 3,022,862$      4,304,284$      
 

 

Net assets of $4,409,870 and $2,823,798 were released from restriction for the years ended 
June 30, 2024 and 2023, respectively. These releases were related to program and time 
restricted restrictions. 
 
 

NOTE 13 RETIREMENT PLANS 

Full-time employees of the Organization are eligible to participate in a defined contribution 
retirement plan established in accordance with Section 401(k) of the IRC. The Organization 
is not required to contribute to the plan during the year, but may contribute if funds are 
available. For the years ended June 30, 2024 and 2023, the Organization contributed 
$1,718,695 and $2,011,944, respectively, to the plan. 
 

The Organization established a deferred compensation plan for the benefit of certain eligible 
employees, which qualify under Section 457(b) of the IRC. The Organization holds 
investments for the sole purpose of funding deferred compensation liabilities. According to 
the terms of the deferred compensation agreement, all earnings or losses on the deferred 
compensation amounts to be invested will be allocated directly to the participants in the plan 
and are recorded to the deferred compensation liability. The investment in the deferred 
compensation plan balance was $358,071 as of June 30, 2024. During the years ended 
June 30, 2024 and 2023, the Organization made employer contributions to the deferred 
compensation plan of $50,000 each year. 
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NOTE 14 CONCENTRATION OF CREDIT RISK 

Financial instruments that potentially subject the Organization to concentrations of credit risk 
consist principally of cash, and cash equivalents. The Organization places its cash with 
high-credit quality financial institutions and generally limits the amount of credit exposure to 
the amount in excess of the FDIC insurance coverage limit of $250,000. Management 
believes there are no unusual risks associated with current depository institutions.  
 
The Organization maintains cash balances at one primary financial institution. Cash 
equivalents consist of highly-liquid debt instruments purchased with original maturities of 
three months or less. The bank at which the funds are deposited (Wells Fargo) is a large 
commercial bank. Management periodically evaluates the risk associated with concentration 
of deposits. It is the opinion of management that solvency of the referenced financial 
institution is not of concern at this time. 
 
 

NOTE 15 COMMITMENTS AND CONTINGENCIES 

From time-to-time, the Organization is contingently liable in respect to claims incidental to 
the ordinary course of its operations. In the opinion of management, the effect of such 
matters will not have a material adverse effect on the Organization’s financial position, 
results of operations, or liquidity. Therefore, no provision has been made in the 
accompanying consolidated financial statements for losses, if any, that might result from the 
ultimate outcome of these matters. 
 
The Organization participates in a number of federal and state-assisted grant and contract 
programs which are subject to financial and compliance audits. Accordingly, the 
Organization’s compliance with applicable grant or contract requirements may be 
determined at some future date. The amount, if any, of expenditures or fees for units of 
service which may be disallowed by the granting or contracting agencies cannot be 
determined at this time, although the Organization’s management expects such amounts, if 
any, to be immaterial. 
 
The Organization entered into an Employment Agreement with the CEO. The agreement is 
dated February 4, 2022 and became effective July 1, 2021. The agreement set 
compensation for fiscal year ended June 30, 2022, stated that a bonus could be established 
based on predetermined performance measures, and established a retention benefit upon 
retirement. For the years ended June 30, 2024 and 2023, there was no bonus established. 
The retention benefit will be paid upon the CEO's retirement over a three-year period. The 
amount of the benefit will be determined based on the current salary at the time of 
retirement and will increase 10% each year. 
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NOTE 16 REVENUE AND RECEIVABLE CONCENTRATION 

The Organization received approximately 29% of its revenue from one federal government 
contract and 70% of its revenue was from the state of Arizona during the year ended 
June 30, 2024. Approximately 96% of the accounts receivable balance was due from two 
government funders as of June 30, 2024. 
 
The Organization received approximately 31% of its revenue from one federal government 
contract and 65% of its revenue was from the state of Arizona during the year ended 
June 30, 2023. Approximately 96% of the accounts receivable balance was due from two 
government funders as of June 30, 2023. 
 
 

NOTE 17 FUNCTIONAL ALLOCATIONS 

The costs of proving the various programs and other activities have been summarized on a 
functional basis in the consolidated statements of activities. Salaries and employee related 
expenses are allocated based on the department that the employee works. Expenses, other 
than salaries and employee related expenses, which are not directly identifiable by program 
or supporting services, are allocated based on allocation of salaries and related expenses. 
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Educare

SWHD Arizona Eliminations Consolidated 

ASSETS

CURRENT ASSETS

Cash and Cash Equivalents 5,249,071$      264,094$         -$                     5,513,165$      

Accounts Receivable, Net 8,372,209        -                       (27,892)            8,344,317        

Pledges Receivable, Current 144,744 25,000             -                       169,744           

Prepaid Expenses 658,271           -                       -                       658,271           

Restricted Cash, Due to First Things First 4,015,357        -                       -                       4,015,357        

Investments, Short-Term 6,269,359        -                       -                       6,269,359        

Total Current Assets 24,709,011      289,094           (27,892)            24,970,213      

NONCURRENT ASSETS

Pledges Receivable, Less Current 100,000           -                       -                       100,000           

Unemployment Reserves 705,100           -                       -                       705,100           

Investment in Educare Arizona 7,951,614        -                       (7,951,614)       -                       

Property and Equipment, Net 12,404,403 6,984,626        -                       19,389,029      

Right-of-Use Asset - Operating Lease, Net 2,594,696 -                       -                       2,594,696        

Deposits 39,691             -                       -                       39,691             

Investments, Long-term 19,951,602 -                       -                       19,951,602      

Investment in Deferred Compensation Plan 358,071           -                       -                       358,071           

Total Noncurrent Assets 44,105,177      6,984,626        (7,951,614)       43,138,189      

Total Assets 68,814,188$    7,273,720$      (7,979,506)$     68,108,402$    

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts Payable 2,447,864$      27,892$           (27,892)$          2,447,864$      

Due to First Things First 4,015,357        -                       -                       4,015,357        

Accrued Payroll and Employee Benefits 3,265,022        -                       -                       3,265,022        

Compensated Absences Payable 1,617,923        -                       -                       1,617,923        

Deferred Revenue 834,625           -                       -                       834,625           

Operating Lease Liabilities, Short-term 658,659 -                       -                       658,659           

Total Current Liabilities 12,839,450      27,892             (27,892)            12,839,450      

NONCURRENT LIABILITIES

Deferred Compensation Liability 366,828           -                       -                       366,828           

Operating Lease Liabilities, Long-term 1,931,311 -                       -                       1,931,311        

Total Liabilities 15,137,589      27,892             (27,892)            15,137,589      

NET ASSETS

Without Donor Restrictions 50,653,737      7,110,427        (7,816,213)       49,947,951      

With Donor Restrictions 3,022,862        135,401           (135,401)          3,022,862        

Total Net Assets 53,676,599      7,245,828        (7,951,614)       52,970,813      

Total Liabilities and Net Assets 68,814,188$    7,273,720$      (7,979,506)$     68,108,402$    
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Educare

SWHD Arizona Eliminations Consolidated 

REVENUE AND SUPPORT

Fees and Grants from Governments 77,600,250$    -$                     -$                     77,600,250$    

Charges for Services 1,740,025        -                       -                       1,740,025        

Contributions and Donations 4,638,820        197,022           -                       4,835,842        

Donated Facilities, Services, 

  and Goods 1,542,506        -                       -                       1,542,506        

Interest Income 1,147,374 -                       -                       1,147,374        

Miscellaneous Income 84,278             27,871             -                       112,149           

Investment Income, Net of Fees 1,428,852        -                       -                       1,428,852        

Loss of Educare Arizona (215,765)          -                       215,765           -                       

Total Revenue and Support 87,966,340      224,893           215,765           88,406,998      

EXPENSES

Program Services:

Head Start and Early Head Start 24,028,439      410,452           -                       24,438,891      

Family Support Services and Child Welfare 12,031,336      -                       -                       12,031,336      

Health and Developmental Services 5,380,329        -                       -                       5,380,329        

Mental Health and Child Development 6,741,780        -                       -                       6,741,780        

Professional Development, Literacy

  and Training Institute 27,793,462      -                       -                       27,793,462      

Supporting Services:

Management and General 10,709,914      23,396             -                       10,733,310      

Fundraising 995,766           6,810               -                       1,002,576        

Total Expenses 87,681,026      440,658           -                       88,121,684      

CHANGES IN NET ASSETS 285,314           (215,765)          215,765           285,314           

Net Assets - Beginning of Year 53,391,285      7,461,593        (8,167,379)       52,685,499      

NET ASSETS - END OF YEAR 53,676,599$    7,245,828$      (7,951,614)$     52,970,813$    
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Supporting Services

Head Start Family Support Professional

and Services Health and Mental Health Development, Total Management

Early Head and Child Developmental and Child Literacy and Program and Total

Start Welfare Services Development Training Institute Services General Fundraising Expenses

Salaries and Wages 13,440,759$  9,156,080$    4,125,939$    4,335,092$    7,883,609$        38,941,479$  3,920,413$    481,045$       43,342,937$  

Employee Related Expenses 3,391,278      2,263,217      893,412         999,540         1,902,960          9,450,407      813,328         92,256           10,355,991    

Donated Facilities, Services, 

and Goods 1,540,871      -                     -                     -                     21,595               1,562,466      240                500                1,563,206      

Professional Fees 306,102         13,684           147,853         958,052         13,391,180        14,816,871    1,102,668      32,663           15,952,202    

Travel 139,141         241,301         38,790           209,585         292,950             921,767         39,767           1,003             962,537         

Occupancy 1,428,530      -                     51,346           5,145             42,354               1,527,375      1,051,086      -                     2,578,461      

Rental and Maintenance 

  of Equipment 29,386           67,948           31,811           42,027           93,621               264,793         1,312,661      3,768             1,581,222      

Supplies 2,569,546      67,082           21,997           109,876         311,274             3,079,775      415,860         148,399         3,644,034      

Communication 244,667         122,957         27,676           36,127           52,804               484,231         320,932         63,190           868,353         

Training 234,977         15,559           16,037           40,903           155,199             462,675         55,240           -                     517,915         

Insurance 927                -                     -                     -                     -                        927                309,710         2,594             313,231         

Bank Fees and Charges 10,578           -                     -                     -                     -                        10,578           15,565           12,473           38,616           

Expected Credit Losses -                     -                     -                     -                     -                        -                     97,541           -                     97,541           

Other 45,708           74,308           25,468           5,433             215,783             366,700         676,717         157,875         1,201,292      

Donations and Contributions -                     -                     -                     -                     -                        -                     -                     -                     -                     

Childcare Center Materials -                     -                     -                     -                     3,430,133          3,430,133      -                     -                     3,430,133      

Parent and Family Assistance 31,121           9,200             -                     -                     -                        40,321           99,917           -                     140,238         

Depreciation 614,848         -                     -                     -                     -                        614,848         478,269         -                     1,093,117      

Total Expenses by Function 24,028,439$  12,031,336$  5,380,329$    6,741,780$    27,793,462$      75,975,346$  10,709,914$  995,766$       87,681,026$  

Program Services
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CASH FLOWS FROM OPERATING ACTIVITIES

Cash Received from Fees, Grants, and Contributions 86,829,115$    

Interest Income Received 1,129,977        

Cash Paid to Employees for Services (52,626,036)     

Cash Paid to Suppliers for Goods and Services (30,339,441)     

Net Cash Provided by Operating Activities 4,993,615        

CASH FLOWS FROM INVESTING ACTIVITIES

Increrase in Unemployment Reserve 47,668 

Purchases of Property and Equipment (2,047,643)       

Purchase of Investments (11,976,796)     

Proceeds from Sale of Investments 11,206,412      

Net Cash Used by Investing Activities (2,770,359)       

NET INCREASE IN CASH, CASH EQUIVALENTS AND RESTRICTED CASH 2,223,256        

Cash, Cash Equivalents and Restricted Cash - Beginning of Year 7,040,472        

CASH, CASH EQUIVALENTS AND RESTRICTED CASH - END OF YEAR 9,263,728$      

RECONCILIATION OF CHANGES IN NET ASSETS TO 

  NET CASH PROVIDED BY OPERATING ACTIVITIES

Changes in Net Assets 285,314$         

Adjustments to Reconcile Changes in Net Assets to Net Cash 

  Provided by Operating Activities:

Depreciation 1,093,117        

Operating Lease Cost Adjustment 23,299 

Unrealized Gain on Unemployment Reserve (66,810) 

Unrealized Gain on Investments (1,450,441)       

Donated Goods Recorded in Prepaid Expenses 20,000 

Donated Prepaid Gift Cards - Used 700 

Expected Credit Losses 97,541 

Loss of Educare Arizona 215,765 

(Increase) Decrease in Assets:

Accounts Receivable (851,940) 

Pledges Receivable (26,623) 

Prepaid Expenses (145,578) 

Investment in Deferred Compensation Plan (158,709) 

Increase (Decrease) in Liabilities:

Accounts Payable 1,004,356        

Accrued Payroll and Employee Benefits 886,979 

Compensated Absences Payable 185,813 

Deferred Revenue (300,050) 

Due to First things First 4,015,357        

Deferred Compensation Liability 165,525 

Net Cash Provided by Operating Activities 4,993,615$      

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Property and Equipment in Accounts Payable 266,633$         

RECONCILIATION OF CASH, CASH EQUIVALENTS AND RESTRCITED

CASH TO THE CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Cash and Cash Equivalents 5,249,071$      

Restricted Cash - Due to First Things First 4,015,357     

Total 9,264,428$      



 




