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Independent Auditor’s Report

To the Board of Directors
Covenant to Care for Children, Inc.

Qualified Opinion

We have audited the accompanying financial statements of Covenant to Care for Children, Inc. (a
nonprofit organization), 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, except for the possible effects of the matter described in the Basis for Qualified Opinion
section of our report, the financial statements referred to above present fairly, in all material respects,
the financial position of Covenant to Care for Children, 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 Qualified Opinion

We did not obtain sufficient appropriate audit evidence about the amount recognized as noncash
donations because of a lack of accounting controls over the valuation process prior to the entry of such
donations in the accounting records. We were unable to obtain sufficient appropriate audit evidence
about noncash donations by other accounting procedures.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Covenant to Care for Children, Inc. and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our qualified 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 Covenant to Care for Children,
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Inc.'s ability to continue as a going concern within one year after the date that the financial statements
are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

e 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 Covenant to Care for Children, Inc.'s internal control. Accordingly,
no such opinion is expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Covenant to Care for Children, 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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APICELLA, TESTA & COMPANY, P.C.
Certified Public Accountants

Shelton, Connecticut
February 23, 2026
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Covenant to Care for Children, Inc.

Statements of Financial Position
As of June 30, 2025 and 2024

2025 2024
Assets
Current assets:

Cash and cash equivalents S 200,260 S 195,218

Grants receivable 19,251 20,000

Inventory 8,629 6,771

Prepaid and other 12,923 18,719
Total current assets 241,063 240,708

Property and equipment:

Leasehold improvements 39,046 39,046

Furniture and equipment 20,623 20,623

Vehicles 9,225 9,225
Total, at cost 68,894 68,894

Less: accumulated depreciation (67,936) (66,117)
Total property and equipment - net 958 2,777

Operating lease right-of-use asset - net 111,739 139,389
Other assets:

Security deposit 3,005 3,005

Total assets S 356,765 S 385,879
Liabilities and Net Assets
Current liabilities:

Accounts payable and accrued expenses S 12,300 S 12,724

Accrued payroll and related liabilities 15,845 14,591

Operating lease liability, current portion 28,348 26,568
Total current liabilities 56,493 53,883

Long-term liabilities:

Operating lease liability, net of current 84,904 113,252
Total long-term liabilities 84,904 113,252
Total liabilities 141,397 167,135

Net assets:

Without donor restrictions 65,363 111,902

With donor restrictions 150,005 106,842
Total net assets 215,368 218,744
Total liabilities and net assets S 356,765 S 385,879

The accompanying notes are an integral part of these financial statements.
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Covenant to Care for Children, Inc.
Statements of Activities
For the Years Ended June 30, 2025 and 2024

2025 2024
Changes in net assets without donor restrictions
Revenue and support:
Government grants S 283,616 S 279,219
Private grants 40,784 61,076
Contributions 46,573 50,433
Noncash donations 186,809 288,280
Interest income 7,488 8,217
Gain on sale of asset - 22,000
Net assets released from restrictions 82,435 61,368
Total revenue and support 647,705 770,593
Expenses:
Program services 573,239 713,439
Supporting services:
Management and general 72,432 64,602
Fundraising and development 48,573 25,077
Total expenses 694,244 803,118
Changes in net assets without donor restrictions (46,539) (32,525)
Changes in net assets with donor restrictions
Contributions and grants 130,598 88,174
Net assets released from restrictions (82,435) (61,368)
Refund unused grantt (5,000) -
Changes in net assets with donor restrictions 43,163 26,806
Change in net assets (3,376) (5,719)
Net assets - beginning of year 218,744 224,463
Net assets - end of year S 215,368 S 218,744

The accompanying notes are an integral part of these financial statements.
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Salaries and wages

Payroll taxes

Employee benefits

Professional fees

Supplies and expenses

Dues and subscriptions

Travel and transportation

Rent and occupancy

Insurance

Depreciation

Direct assistance to individuals
Total expenses

Salaries and wages

Payroll taxes

Employee benefits

Professional fees

Supplies and expenses

Dues and subscriptions

Travel and transportation

Rent and occupancy

Insurance

Depreciation

Direct assistance to individuals
Total expenses

Covenant to Care for Children, Inc.
Statements of Functional Expenses

For the Years Ended June 30, 2025 and 2024

Program Management Fundraising and
Services and General Development 2025 Total
S 194,576 S 49,206 S 35,221 S 279,003
16,733 3,087 3,993 23,813
8,318 12,193 - 20,511
9,443 1,123 662 11,228
9,272 1,365 8,697 19,334
13,033 396 - 13,429
210 - - 210
37,027 2,792 - 39,819
11,053 1,367 - 12,420
916 903 - 1,819
272,658 - - 272,658
S 573,239 S 72,432 S 48,573 S 694,244
Program Management Fundraising and
Services and General Development 2024 Total
S 216,376 S 40,088 S 20,435 S 276,899
17,658 3,272 1,668 22,598
20,390 4,683 - 25,073
10,795 1,270 635 12,700
17,115 1,822 79 19,016
8,892 988 - 9,880
417 - - 417
28,903 7,660 1,735 38,298
12,857 3,740 155 16,752
4,024 1,079 370 5,473
376,012 - - 376,012
S 713,439 S 64,602 S 25,077 S 803,118

The accompanying notes are an integral part of these financial statements.
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Covenant to Care for Children, Inc.
Statements of Cash Flows

For the 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 provided

by (used in) operating activities:
Depreciation
Amortization of operating lease right-of-use asset
(Gain) on disposal of property and equipment
(Increase) decrease in assets:
Grants receivable
Inventory
Prepaid and other
Increase (decrease) in liabilities:
Accounts payable and accrued expenses
Accrued payroll and related liabilities
Refundable advances
Operating lease liability
Total adjustments
Net cash provided by (used in) operating activities

Cash flows from investing activities
Proceeds from sale of equipment
Purchase of property and equipment
Net cash provided by (used in) investing activities

Cash flows from financing activities
Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year

Supplemental schedule of non-cash activities
Disposal of fully depreciated property and equipment

Acquisition of right-of-use assets through operating lease
arrangements

Fully amortized right-of-use operating lease asset

The accompanying notes are an integral part of these financial statements.
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2025 2024

(3,376) S  (5,719)
1,819 5,473
27,650 29,982
- (22,000)

749 (7,500)
(1,858) (2,296)
5,796 (6,278)
(424) 1,216
1,254 (196)

- (5,000)
(26,568) (29,550)
8,418 (36,149)
5,042 (41,868)

- 22,000

- (1,116)

- 20,884

5,042 (20,984)
195,218 216,202
200,260 $ 195,218
- $ 52,626

- $ 148,880

- $ 50,630




Covenant to Care for Children, Inc.
Notes to Financial Statements
June 30, 2025 and 2024

Note 1 - General

Covenant to Care for Children, Inc. (the Organization), is a nonprofit organization founded in 1987 and
located in Hartford, Connecticut. The Organization provides a safety net for abused, neglected or
impoverished children in Connecticut by providing essential support in moments that are critical for a
child’s ability to thrive and a family’s ability to stay together. This is accomplished by partnering with State
agencies, faith-based communities, and other organizations that share a dedication to improving the lives
and futures of at-risk children in Connecticut. Through a collaborative system of program delivery, the
Organization mobilizes the generosity of individuals and leverages the resources of social service agencies
to provide direct assistance and critical goods to families struggling to meet the basic needs of their
children.

The Organization’s programs are primarily funded by government and private grants as well as
contributions.

Note 2 — Summary of Significant Accounting Policies

Basis of Presentation — The financial statements of Covenant to Care for Children, Inc. have been prepared
on the accrual basis of accounting in accordance with accounting principles generally accepted in the
United States. Net assets, revenues, gains, and losses are classified based on the existence or absence of
donor or grantor imposed restrictions. Accordingly, net assets and changes therein 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.

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. See Note 6 for additional information.

Cash and Cash Equivalents — For purposes of the statements of cash flows, Covenant to Care for Children,
Inc. considers all highly liquid investments with an initial maturity of three months or less to be cash
equivalents.

Grants Receivable — Receivables are stated at unpaid balances, less an allowance for doubtful accounts
when appropriate. Allowances for accounts receivable are determined by management based on
historical collection experience, current economic conditions and a review of the current status of




Covenant to Care for Children, Inc.
Notes to Financial Statements
June 30, 2025 and 2024

accounts receivable. Receivables are written off only when management believes amounts will not be
collected. There was no allowance for doubtful accounts as of June 30, 2025 and 2024.

Inventory — Inventory consists of donated undistributed children’s clothing. It is valued using published
industry rates (also see Note 7).

Property and Equipment — The Organization capitalizes all expenditures for property and equipment in
excess of $1,000. Property and equipment is stated at cost at the date of purchase or fair value at the
date of donation. Depreciation expense is recorded using the straight-line method over the estimated
useful lives of the assets, which range from 3 to 15 years.

Expenditures for repairs and maintenance are generally charged to expense as incurred. For assets sold
or otherwise disposed of, the cost and related accumulated depreciation are removed from the accounts
and any resulting gain or loss is included in the statement of activities.

The Organization reviews 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. There
were no impairment losses related to long-lived assets as of June 30, 2025 and 2024.

Leases — The Organization determines if an arrangement is a lease at inception. Leases are classified as
either operating leases or finance leases. If the arrangement is a lease, the organization recognizes a
right-of-use (ROU) asset and lease liability on the commencement date of the lease. The ROU asset
represents the organization’s right to use an underlying asset for the lease term and the lease liability
represents the contractual obligation to make the lease payments. The Organization has elected not to
recognize lease assets or liabilities for leases with a term of 12 months or less or that are valued at less
than $5,000 at their commencement.

Lease liabilities are recognized on the statements of financial position based on the present value of the
future lease payments over the expected lease term, which includes renewal options when management
is reasonably certain they will be exercised. Lease expense for operating leases is recognized on a straight-
line basis over the life of the lease.

As most leases do not provide an implicit rate, the Organization has elected to use a risk-free rate as a
discount rate when determining the present value of the lease payments for purposes of calculating the
ROU asset and lease liability. The Organization has also elected to combine lease and non-lease
components and account for them as a single lease component. See Note 5 for further information on
leases.

Revenue Recognition — Revenue is recognized in according with generally accepted accounting principles
as follows:




Covenant to Care for Children, Inc.
Notes to Financial Statements
June 30, 2025 and 2024

Contracts — In accordance with FASB ASU 2014-09, revenue from contracts with customers where
each party receives commensurate value is accounted for as an exchange transaction. A contract
must have been approved by each party, identify the payment terms and rights of each party,
have commercial substance, and be probable of collection. Revenue from contracts with
customers is recognized when performance obligations have been satisfied. Amounts received
in advance of meeting performance obligations are reflected as a liability.

The organization’s payment terms do not include a financing component. The organization has
the unconditional right to consideration as it satisfies the performance obligation, therefore no
contractual assets are recognized. In addition, the organization recognizes the cost of providing
services under contracts as incurred, which generally aligns with the recognition of the revenue.

Contributions — Contributions are defined as transactions where the resource provider does not
receive commensurate value and can be either conditional or unconditional. A conditional
contribution is a transaction where the organization 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 advance funding if the organization fails to overcome the barrier. The
organization 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 when pledged or received, as applicable.

Contributions are recorded as either with 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 or are restricted for a period of time. 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 a purpose
restriction is accomplished, net assets with donor restrictions are reclassified to net assets
without donor restrictions and reported in the statement of activities as net assets released from
restrictions. Contributions received whose restrictions are met in the same period are presented
as net assets without donor restrictions. Gifts of long-lived assets and gifts of cash restricted for
the acquisition of long-lived assets are recognized as revenue when the assets are placed in
service.

The organization records donated materials and services as contributions based upon their
estimated fair market value at the date of donation. Donated services are recognized if the
services create or enhance non-financial assets or require specialized skills, are performed by
people with those skills, and would otherwise be purchased if not provided by donation. General
volunteer services do not meet the criteria for recognition and accordingly, no amounts have been
reflected for these services. See Note 7 for additional information.



Covenant to Care for Children, Inc.
Notes to Financial Statements
June 30, 2025 and 2024

Estimates — The preparation of financial statements in conformity with generally accepted accounting
principles requires the organization to make estimates and assumptions that affect the reported amounts
of assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Income Taxes — The Organization is exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code and applicable state law. Accordingly, no provision for income taxes has been
made in the accompanying financial statements. The organization recognizes the effect of income tax
positions only if those positions are more likely than not to be sustained. Management believes that the
organization has no tax positions that would require financial statement recognition or disclosure. The
organization’s informational returns for fiscal years ending June 30, 2022 and after are subject to
examination by the Internal Revenue Service and the State of Connecticut, generally for three years from
the date they were filed.

Advertising — The Organization expenses advertising costs as incurred. For the years ended June 30, 2025
and 2024, advertising expenses totaled S-0-.

Expense Allocations — The costs of providing various programs and other activities have been summarized
on a functional basis in the statements of activities. The statements of functional expenses present the
natural classification detail of expenses by function. While directly identifiable expenses are charged to
the specific programs and supporting services for which they were incurred, certain costs have been
allocated among the programs and supporting services benefited. Those expenses that are allocated
include certain salaries and wages, and payroll taxes, which are allocated on the basis of estimates of time
and effort as well as certain occupancy costs that are allocated on the basis of usage. Management and
general expenses include those expenses that are not directly identifiable with any specific function, but
provide for the overall support and direction of the organization.

Subsequent Events — Subsequent events were evaluated through February 23, 2026, which is the date the
financial statements were available to be issued.
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Covenant to Care for Children, Inc.
Notes to Financial Statements
June 30, 2025 and 2024

Note 3 — Liquidity and Availability

Covenant to Care for Children, Inc. has the following financial assets available within one year of the
statement of financial position date to meet cash needs for general expenditures:

2025 2024

Cash and cash equivalents S 200,260 $ 195,218
Accounts receivable 19,251 20,000

Total financial assets at year-end 219,511 215,218
Less amounts unavailable for general
expenditures in one year due to:

Restricted by donors (150,005) (106,842)
Total financial assets available for general
expenditure within one year S 69,506 S 108,376

Covenant to Care for Children, Inc. has a policy to structure its financial assets available as its general
expenditures, liabilities, and other obligations come due. In addition, as part of its liquidity management,
the Organization invests cash in excess of daily requirements in various money market accounts.

Note 4 — Concentrations

Credit Risk — The organization maintains its cash deposits with local financial institutions, which may at
times exceed the limits insured by the Federal Deposit Insurance Corporation.

Government Grant — A significant portion of the Organization’s funding comes from a grant from the State
of CT Department of Children and Families (DCF). As with all government funding, this grant is subject to
reduction or termination in future years. A significant reduction in this grant, if it were to occur, would
likely lead to a reduction in the programs and services offered.

Note 5 — Leases

The Organization leases its office space with a third party under an operating lease. The existing lease
commenced March 1, 2014 and was for a term of ten years. This lease expired on February 29, 2024 and
a new lease was signed. The new lease began March 1, 2024 and is for a term of five years, with rent
increasing 3% per year. It contains two one-year renewal options, but which management is not certain
it will exercise and have not been recognized as part of the lease at this time. Total lease payments
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Covenant to Care for Children, Inc.
Notes to Financial Statements
June 30, 2025 and 2024

recognized as expense under these leases using the straight-line basis were $31,845 and $31,703 and for

the years ending June 30, 2025 and 2024, respectively.

The Organization uses a risk-free rate of 4.17% to discount future payments on the current lease.

The following summarizes the components of operating lease right-of-use assets on the statements of

financial position as of June 30:

2025 2024
Right-of-use asset S 148880 S 148,880
Less: accumulated amortization (37,141) (9,491)
Right-of-use asset - net S 111,739 $ 139,389

The maturities of the lease liability as of June 30, 2025 by fiscal year are as follows:

2026

2027

2028

2029

Total minimum lease payments

Less: amount representing interest
Present value of minimum lease payments
Less: current portion

Lease liability - net of current

s

32,535
33,186
33,850
22,866

122,437
(9,185)

113,252
(28,348)

84,904

The organization is also renting additional storage space on a month-to-month basis at a cost of $100 per

month.
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Covenant to Care for Children, Inc.
Notes to Financial Statements
June 30, 2025 and 2024

Note 6 — Net Assets with Donor Restrictions

Net assets with donor restrictions and changes therein are as follows:

Balance Balance
July 1, 2024 Additions Releases Refunded June 30, 2025

Purpose restricted:
Basic essential goods S 72,846 S 130,598 S (62,318) S (50000 S 136,126

Basic human needs 5,500 - (5,500) - -
Mattresses for children 5,000 - - - 5,000
Technology 10,000 - (1,2212) - 8,879
Time restricted 13,496 - (13,496) - -
Total S 106,842 S 130,598 S (82,435) S (5,000) S 150,005
Balance Balance
July 1, 2023 Additions Releases June 30, 2024
Purpose restricted:
Basic essential goods S 48,156  §$ 64,678 S (39,988) S 72,846
Basic human needs 11,000 - (5,500) 5,500
Mattresses for children 5,000 - - 5,000
Technology 881 11,000 (1,881) 10,000
Time restricted 14,999 12,496 (13,999) 13,496
Total S 80,036 S 88,174 S (61,368) S 106,842

Releases of net assets are the result of satisfying the restriction by incurring expenses satisfying the
restricted purposes or by the occurrence of the passage of time or other events specified by donors.

Note 7 — Noncash Donations

The Organization receives donated goods consisting of clothing, holiday gifts, back to school supplies and
other goods. These items are distributed to children and families served under the Organization’s
programs.

An expense of $184,951 and $286,697 associated with these donations is included with “Direct assistance

to individuals” on the statements of functional expenses for 2025 and 2024, respectively. The difference
is reflected as part of the change in inventory on hand.
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Covenant to Care for Children, Inc.
Notes to Financial Statements
June 30, 2025 and 2024

Note 8 — Commitments and Contingencies

The Organization has received grants for specific purposes that are subject to review, audit and
adjustment by grantor agencies. Such audits could lead to requests for reimbursements to such agencies
for any expenditures or claims disallowed under the terms of the agreements. Management believes that
such disallowances, if any, would not be material to the financial statements.
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