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INDEPENDENT AUDITOR’S REPORT

Board of Directors:
Candelen:

Opinion

I have audited the accompanying financial statements of Candelen (a non-profit corporation), which comprise the
statement of financial position as of June 30, 2025, and the related statements of activities, functional expenses,
and cash flows for the year then ended, and the related notes to the financial statements.

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Candelen as of June 30, 2025, and the changes in its net assets, and its cash flows for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

I conducted my audit in accordance with auditing standards generally accepted in the United States of America.
My responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of
the Financial Statements section of my report. | am required to be independent of Candelen and to meet my other
ethical responsibilities in accordance with the relevant ethical requirements relating to my audits. I believe that
the audit evidence I have obtained is sufficient and appropriate to provide a basis for my 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 Candelen’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

My 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 my 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 omission, 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, I:
- Exercise professional judgment and maintain professional skepticism throughout the audit.

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

- 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
Candelen’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 financial statements.

- Conclude whether, in my judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Candelen’s ability to continue as a going concern for a reasonable period of time.

] am 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 I identified
during the audit.

May 13, 2026
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CANDELEN

Statement of Financial Position

June 30, 2025
ASSETS
Current assets:
Cash and cash equivalents $ 2,181,114
Investments 4,536,379
Grants and contracts receivable 959,964
Prepaid expenses 50,176
Total current assets 7,727,633

Property and equipment, at cost, net of accumulated

depreciation of $234,653 2,454,130
Other assets:

Refundable deposits 2.119
Total Assets $ 10.183.882
LIABILITIES

Current liabilities:

Accounts payable $ 338,161

Accrued salaries, vacation, and taxes payable 259,891

Note payable, current portion 54,935

Security deposit payable 15.303
Total current liabilities 668,290

Note payable, net of current portion 1.608.272
Total Liabilities 2.276.562
NET ASSETS

Net assets:

Net assets without donor restrictions 6,971,517

Net assets with donor restrictions 935.803
Total net assets 7.907.320
Total Liabilities and Net Assets $ 10.183.882

See accompanying notes to financial statements



CANDELEN
Statement of Activities

Year ended June 30, 2025

Changes in net assets without donor restrictions:
Support and revenue:
Grants and contracts
Donations
Investment income
Other
Total support and revenue without donor restrictions

Net assets released from restrictions
Total support and revenue without donor restrictions
and net assets released from restrictions

Expenses:
Program services:
First Things First Funded Programs
Other
Supporting services:
Management and general
Fundraising
Total expenses
Decrease in net assets without donor restrictions

Changes in net assets with donor restrictions:
Grants with restrictions
Net assets released from restrictions
Increase in net assets with donor restrictions
Increase in net assets
Net assets at July 1, 2024

Net assets at June 30, 2025

See accompanying notes to financial statements

$ 7,127,704
258,013
218,373
128.142

7,732,232

739.846

8.472.078

6,372,489
837,036

1,606,126
46.084
8.861.735

—_— =

(389.657)

1,133,442
(739.846)
393.596
3,939
7.903.381

5 1.907.320
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CANDELEN
Statement of Cash Flows
Year ended June 30, 2025

Operating activities:
Increase in net assets

Adjustments to reconcile to net cash provided by operating activities:

Depreciation
Unrealized gain on investments
Changes in operating assets and liabilities:
Decrease in receivables
Increase in prepaid expenses
Decrease in accounts payable
Decrease in accrued salaries and vacation
Net cash provided by operating activities

Investing activities:
Purchase of investments
Purchase of property and equipment
Net cash used by investing activities
Financing activities:
Payments on note payable
Net cash used by financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at July 1, 2024
Cash and cash equivalents at June 30, 2025

Supplemental data:
Interest paid

See accompanying notes to financial statements

$

$

$

3,939

57,095
(181,782)

1,481,480
(10,665)
(596,879)

(73.313)
679.875

(1,536,407)
(1.536.407)

(50,138)
(50.138)

(906,670)
3.087.784

2.181.114

64.587



CANDELEN
Notes to Financial Statements

June 30, 2025

(1) _Operations
Candelen (“Organization”) is an Arizona-based nonprofit organization that provides a comprehensive and
coordinated range of early childhood education support services to child care providers, families, and
communities throughout Arizona.

(2) Summary of Significant Accounting Policies

Significant accounting policies follow:

@

(b)

(©)

(d)

(e)

Basis of accounting - Assets, liabilities, revenues, and expenses are recognized on the accrual basis of
accounting in which revenues are recognized when earned and expenditures are recognized when the
obligation has been incurred.

Basis of presentation - These financial statements have been prepared to focus on the entity as a whole
and to present transactions according to the existence or absence of donor-imposed restrictions in
conformity with accounting principles generally accepted in the United States of America. This has
been done by classification of f‘um:fJ transactions and balances into two categories of net assets:

Net assets without donor restrictions - These net assets generally result from revenues generated by
receiving contributions that have no donor restrictions, providing services, and receiving interest
from operating investments, less expenses incurred in providing program-related services, raising
contributions, and performing administrative functions.

Net assets with donor restrictions - These net assets result from gifts of cash and other assets that
are received with donor stipulations that limit the use of the donated assets, either temporarily or
permanently. Until the donor restriction expires, that is until the stipulated time restriction ends or
the purpose of the restriction is accomplished, the net assets are restricted.

Cash and cash equivalents - The Organization maintains its operating cash balances with several
financial institutions. The demand deposit accounts are partially insured by the Federal Deposit
Insurance Corporation. The balances, at times, may exceed federally insured limits. To date, there have
been no losses on such accounts.

Grants and contracts receivable - Grants receivable are stated at their contractual outstanding balances,
net of any allowance for doubtful accounts. Grants are considered past due if any portion of a grant has
not been paid in full within the contractual terms of the account. The Organization begins to assess its
ability to collect receivables that are over 90 days past due and provides for an adequate allowance for
doubtful accounts based on the Organization’s collection history, the financial stability and recent

payment history of the grantor, and other pertinent factors. Based on these criteria, no allowance for
doubtful accounts has been provided at June 30, 2025 since the Organization expects no material losses.

Revenue and support - Revenue funded by contracts and fees are recognized as the Organization
performs the contracted services. Grants and other supportrevenues are recognized when contributions
are made, which may be when cash is received, unconditional promises are made, or ownership of other
assets is transferred to the Organization. Grant expenditures are subject to audit and acceptance by the
granting agency, and adjustments could be required as a result of such audit.

The Organization reports gifts of cash and other assets as restricted support if they are received with
donor stipulations that limit the use of the donated amounts. When a stipulated time restriction ends
or purpose restriction is satisfied, net assets with donor restrictions are reclassified to net assets without
donor restrictions and reported in the statements of activities as net assets released from restriction.

The Organization reports gifts of property and equipment as unrestricted support unless explicit donor
stipulations specify how the donated assets must be used. Gifts of long-lived assets with explicit
restrictions specifying how the assets are to be used, and gifts of cash or other assets that must be used
to acquire long-lived assets, are reported as restricted support. Absent explicit donor stipulations about
how long those long-lived assets must be maintained, the Organization reports expirations of donor
restrictions when the donated or acquired long-lived assets are placed in service.

-7 -



CANDELEN
Notes to Financial Statements

June 30, 2025

(2) Summary of Significant Accounting Policies (continued)

M

)]

(h)

()

)

(9]

Property and equipment - Furniture and fixtures are recorded at cost. Depreciation is provided for in
amounts sufficient to relate the cost of depreciable assets to operations over their estimated service lives,
using the straight-line method. Improvements greater than 55,000 are capitalized, while expenditures
for maintenance and repairs are charged to expense as incurred. Upon disposal of depreciable property,
the appropriate property accounts will be reduced by the related costs and accumulated deprec iation.

The Organization is subject to the provisions of the Impairment or Disposal of Long-Lived Assets topic
of the FASB Accounting Standards Codification (ASC) 360-10. Impairment or Disposal of Long-Lived
Assets has no retroactive impact on the Organization’s financial statements. The standard requires
impairment losses to be recorded on long-lived assets when indicators of impairment are present and
the undiscounted cash flows estimated to be generated by those assets (excluding interest) are less than
the carrying amount of the assets. In such cases, the carrying value of assets to be held and used are
adjusted to their estimated fair value and assets held for sale are adjusted to their estimated fair value
less selling expenses. No impairment losses were recognized during the year ended June 30, 2025.

Investments - The Organization accounts for investments with readily determinable fair values in the
statement of financial position at fair value. Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date.

Interest income is recorded on the accrual basis, and dividends are recorded on the ex-dividend date.
Purchases and sales of investments are recorded on the trade date. Gains and losses on the sale of
investments are determined using the specific identification method.. Unrealized gains and losses are
included in the statement of activities.

Investment securities are exposed to various risks, such as interest rate, market, and credit risks. Due
to the level of risk associated with certain investment securities and the level of uncertainty related to
changes in the value of investment securities, it is at least reasonably possible that changes in risks in
the near term could materially affect the amounts reported in the financial statements.

Functional expenses - The costs of providing various programs and other activities have been
summarized on a functional basis in the Statement of Activities and in the Statement of Functional
Expenses. Accordingly, certain costs have been allocated among the programs and supporting services
benefitted.

Estimates - Management necessarily uses estimates and assumptions in preparing financial statements
in accordance wit% accounting principles generally accepted in the United States of America. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities, and the reported revenues and expenses. Actual results may vary from
such estimates and assumptions.

Advertising - The Organization uses advertising to promote awareness of their programs available to
the public. The production costs of advertising are expensed as incurred. Total advertising expense
for the year ended June 30, 2025 was $84,500.

Income taxes - The Organization is a nonprofit organization as described in Section 501(c)(3) of the
Internal Revenue Code and is exempt from federal and state income taxes.

The Organization has adopted the provisions of the accounting pronouncement related to accounting
for uncertainty in income taxes. The Organization recognized no interest or penalties in the statements
of activities for the year ended June 30, 2025. If the situation arose in which the Organization would
have interest to recognize it, it would recognize this as interest expense and penalties would be
recognized in other expenses. Currently, the prior three years are open under federal and state statutes
of limitations and remain subject to review and change. The Organization is not currently under audit
not has the Organization been contacted by these jurisdictions.

-8-



CANDELEN
Notes to Financial Statements

June 30, 2025

(1) Summary of Significant Accounting Policies (continued)
(k) Income taxes (continued) - Based on the evaluation of the Organization’s tax positions, management
believes all positions taken would be upheld under an examination. Therefore, no provisions for the
effects of uncertain tax positions bas been recorded for the year ended June 30, 2025.

() Leases - The Organization leases certain office equipment. The Organization determines if an
arrangement is a lease at inception. Operating leases are included in operating lease right-of-use (ROU)
assets. other current liabilities, and operating lease liabilities on the statement of financial position.
Finance leases are included in property and equipment, other current liabilities, and other long-term
liabilities on the statement of financial position.

ROU assets represent the right to use an underlying asset for the lease term and lease liabilities
represent the obligation to make lease payments arising from the lease. Operating lease ROU assets
and liabilities are recognized at commencement date based on the present value of lease payments over
the lease term. As most of our 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

ayments. The operating lease ROU assets also include 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 lease agreements do not contain any material residual value guarantees or material
restrictive covenants.

In evaluating contracts to determine if they qualify as a lease, the Organization considers factors such
as if the Organization obtained substantially all of the rights to the underlying asset through exclusivity,
if the Organization can direct the use of the asset by making decisions about how and for what purpose
the asset will be used and if the lessor has substantive substitution rights. This evaluation may require
significant judgment.

No material leases existed at June 30, 2025 that would require recording an asset or liability.

(3) Investments

[nvestments consists of the following at June 30, 2025:

Market
Issue value

Cash and Cash Equivalents $ 197,449

Certificates of Deposit 1,514,329

Stocks, Options and EFTs 859,970

U.S. Treasury notes 252,035

Mutual Funds 1,712,596

Balance at June 30, 2025 $ 4.536.379
Components of investment income follow:

Interest and dividends 49,973

Gains (losses) 181,782

Investment expense (13.382)

$ 218373



CANDELEN
Notes to Financial Statements

June 30, 2025

(4) Property and Equipment
Property and equipment consists of the following at June 30, 2025:

Land $ 1,143,730
Building 1,418,586
Equipment and furnishings 126,467
2,688,783

Accumulated depreciation 234,653
Net property and equipment $ 2.454.130

(5) Retirement Plan
Tn 2000, the Organization adopted a 401(k) retirement plan covering all eligible employees with at least one
year of service. Contributions to the plan by employees are matched by the Organization equal to 3% of
the compensation contributed. During the year ended June 30, 2025, the Organization contributed $121,192

as a matching amount.

(6) Evaluation of Subsequent Events
The Organization has evaluated subsequent events through May 13, 2026, the date which the financial

statements were available to be issued.

(7)_Available Resources and Liquidity

As of June 30, 2025, the Organization had net assets without donor restrictions of $6,971,517 and unrestricted
cash of $2,181,114.

The Organization regularly monitors liquidity required to meet its operating needs and other contractual
commitments. For purposes of analyzing resources available to meet general expenditures over a twelve
month period, the Organization considers all expenditures related to its ongoing activities as well as the
conduct of services undertaken to support those activities, to be general expenditures.

In addition to financial assets available to meet general expenditures over the next twelve months, the
Organization operates with a budget and anticipates collecting sufficient revenue to cover general
expenditures. Refer to the statement of cash flows which identifies the sources and uses of the
Organization’s cash and shows cash generated and used by operations for the year ended June 30, 2025.

Financial assets available for general expenditure within one year at June 30, 2025 consist of the following:

Cash - operations $ 2,181,114
Grants and contract receivable 959,964

Investments 4.536.379
7,677,457

Less donor imposed restrictions 935.803

$ 6741654

-10-



CANDELEN
Notes to Financial Statements

June 30, 2025

(8) Fair Value Measurements
The Organization utilizes a framework for measuring fair value. That framework provides a fair value
hierarchy that prioritizes 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 described below:

Level 1 - Quoted prices for identical assets or liabilities traded in active exchange markets, such as the
New York Stock Exchange.

Level 2 - Observable inputs other than Level 1 including quoted prices for similar assets or liabilities,
quoted prices in less active markets, or other observable inputs that can be corroborated by observable

market data.

Level 3 - Unobservable inputs supported by little or no market activity for financial instruments whose
value is determined using pricing models, discounted cash flow methodologies, or similar techniques,
as well as instruments ?or which the determination of fair value requires significant management
judgment or estimation.

During the year ended June 30, 2025, there were no changes to the Organization’s valuation techniques that
had, or are expected to have, a material impact on its financial position or results of operation.

The following is a description of the valuation methodologies used for assets measured at fair value:

Money market funds and certificates of deposit - Valued at the net asset value (“NA V™) of shares held
at year-end, as reported by each fund.

Registered equity securities - Valued at the closing price of the active market in which the security is
traded.

Corporate and government bonds - Valued at the quoted market price for similar securities, which
approximates fair value.

During the year ended June 30, 2025, there were no changes to the Organization’s valuation techniques that
had, or are expected to have, a material impact on its financial position or results of operations.

Assets measured at fair value as of June 30, 2025 are summarized as follows:

Fair Value Level 1
Cash, CDs and sweep balances $ 1,711,778 1,711,778
Equities 2.824.601 2.824.601
Total assets 4,536,379 4,536,379
Beneficial interest in assets held by others - -
$ 4.536.379 4.536.379

Management evaluated the significance of transfers between levels based upon the nature of the financial
instruments and size of the transfer relative to total assets. For the year ended June 30, 2025, there were no
significant transfers in or out of Levels 1, 2 or 3.

-11 -



CANDELEN
Notes to Financial Statements

June 30, 2025

(9) Note Payable
On September 10, 2021, Candelen Obtained a loan from Great Western Bank in the amount of $1,840,000.
The loan was used to finance the purchase of Candelen’s office space. The note bears interest at 3.75% and
is secured by the land and building. Payments of principal and interest of $9,519 are required through
September 15, 2031 with a balloon payment due in September 2031.

Note payments over the next five years and thereafter are as follows:

2026 $ 54,935
2027 58,780
2028 62,895
2029 67,298
2030 72,009
Thereafter 1.347.290

$ 1.663.207

(10) Net Assets with Donor Restrictions
Net assets with donor restrictions consist of the following at June 30, 2025:

Purpose restrictions:

Helios $ 322,463
Bezos 235,952
Vanguard 170,286
Other 207.102

$ 935.803

-12-



